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INTRODUCTION 

The Constitution of India envisages two tiers of 
Government, one at the level of the Union, and the 
other at the level of the States. From the functional 
standpoint, such a Constitution is not a static format, 
but a dynam1c process. Within this process, the 
interplay of centrifugal and centripetal forces 
influenced by a changing social, economic and po liti
cal environment, constantly strives to find a new 
adjustment oftbe balance between unity and diversity. 

The very dynamism of the system with all its 
checks and balances brings in its wake problems 
and conflicts in the working of Union-State rdations. 
Stressess, strains and irritations generated by such 
problems may stifle the working of the system and 
endanger the unity and integri1y of the coun1ry. 
It is, therefore, necessary to review from time to 
time, in the ligh' of the past experience, the evolu
tion of Union-State arrangements not only for the 
purpose of identifying persistant problems and 
seeking their solutions, but also to attune the system 
to the changing times so that propelled by a spirit 
of common endeavour and cooperative effort it 
takes the country ever forward towards the social 
welfare goals set out in the Constitution. 

The Constitution has been in operation for the 
last 37 years. A review of the administrative aspects 
of Union-State relations was made by the Adminis
trative Reforms Commission (1966-70). Much 
has happened since then in the realm of Union
State relations. In th~ wake of social, economic 
and political developments over the years, new 
trends, tensions and issues have arisen. 'Consensus 
and Cooperation' which is a pre-requisite for smooth 
functioning of Union-State relations is threatened by 
politics of confrontation. In this perspective, after 
mature consideration, the late Prime Minister with 
great foresight and wisdom called for a fresh com
prehensive review of the arrangements between 
the Union and the States, in all spheres. On March 
24, 1983, she announced in Parliament the proposal 
to appoint a Commission under the Chairmanship of 
R. S. Sarkaria, a retired Judge of the· Supreme Court. 
She declared that "the Commission will review the 
existing arrangements between the Centre and the 
States while keeping in view the social and economic 
developments that h'lve taken place over the years. 
The review will take into account the importance of 
unity and integrity of the country for promoting the 
welfare of the people". She further enunciated 
that the Commission would examine "the working of 
the existing arrangements between the Centre and 
the States and recommend such changes in the. said 
arrangements as might be appropriate within the 
present constitutional framework". 

Terms of Reference 

The Commission was formally constituted per 
Government of India, Ministry of Home Affairs 
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Notification No. IV/11017/1/83-CSR, dated June 9, 
1983. Subsequently, two more members were induc
ted. Shri B. Sivaraman was appointed on July 7, 
1983 and Dr. S. R. Sen on July 27, 1983. 

The terms of reference of the Commi1sion, a' 
enunciated in this Notification, are as under : 

"2. The Commission will examine and review the 
working of the existing arrangcmems between 
the Union and States in regard to powers, func
tions and responsibilities in all spheres and 
recommend such changes or other measures as 
may be appropriate. 

3. In examining and reviewing the working of 
the existing arrangements between the Union 
and States and making recommendations as to the 
changes and measures needed, the Commission 
will keep in view the social and economic deve
lopments that have taken place over the years 
and have du' regard to the scheme and frame
work of the Constitution which the founding fathers 
have so sedulously designed to protect the inde
pendence and ensure the unity and integrity of 
the country which is of paramount importance for 
promoting the welfare of the people". 

The expression "arrangements", used twiee in 
the context of the phrase "between the Union and 
the States", is of wider amplitude than the word 
"relations" occurring in the main caption of Part XI 
of the Constitution. It includes all inter-Govern-

imental relations whether founded on or arising from 
or related to constitutional or statutory provisions, 
or administrative practices and conventions includinE 
th~ mech:misms through which they are worked. 

The scope of the "Terms of Reference" would 
include an examination and review of the working 
of-

(a) the constitutional provisions in regard to 
"powers, functions and responsibilities" of 
the Union and the States having a bearing 
on the role of the Union and the States in 
relation to each other "in all spheres"; 

(b) the statutes having an inter-face bttween 
Union and States, particularly the extent 
to which they impinge upon each other's 
area of responsibilily and functions; 

(c) tl e administrative practices and conventions 
involving inter-action between the Union 
and the States in various areas of con
current or separate responsibility, such as, 
planning, devolution of financial resources 
and financial grants, civil supplies, etc., 
including the mechanisms or agencies 
through which these functions are channc
lised. 

In reviewing the arrangements and making recom
mendations as to changes and measures needed, 



the Commission is required by the Terms of Re
ference, to-

(i) "keep in view the social and economic deve
lopments that have taken place over the 
years"; and 

(ii) "h1 ve due regard to the scheme and fra
mework of the Constitution which the 
founding fathers have so sedulously 
designed to protect the independence and 
ensure the unity and integrity of the 
country which is of paramount impor-
tance . ........ · · · · · · · · · ''. 

No. (i) would include, inter alia, social a~d 
economic developments that have taken place Ill 

pursuance of the Directive. Principles of State P~licy 
enshrined in tre ConstitutiOn. SitJce th;se Duec
tives are fundamental in the governance of the coun
try, it is implicit that nothing is to be sugges~ed 
or recommended which may thwart or undermme 
the implementation of that policy. This guideline 
does not preclude the CommissioP from taking into 
account political developments that ha\e taken 
place or may take place in future, P.roviding they 
have an impact on Union-State relahons. Indeed, 
many of the problems arising from or concerning 
the "arrangements" betw~en t~e Unio~ an~ .the 
States are inextricably Intertwined with pohhcal 
issues. 

As per (ii), the Commission is mandated that 
in its task it will have "due regard" to the "scheme 
and framework" of the Constitution. The criteria 
for identifying such "scheme and framework", 
as broadly indica ted, are-

(a) that these have been 'sedulously des!gned by 
the founding fathers to protect the Indepen
dence and ensure the unity and integrity of the 
country'; and 

(br that these are •of paramount importance for 
~promoting the welfare of the people'. 

These criteria are illustrative, but not Lxhaustive. 

The words "in the working", used twic.; in the con
text of"between the Union and the States", indicated 
that the primary endeavour of the Commission 
should be to find solutions to the various problems 
in the functional aspectcf Union-State arrangements. 
The Commission may suggest structural changes 
when it finds that a persistent problem or dysfunc
tioning of these arrangements is due ~o s.ome defi
ciency in the framework of the Constitution. 

:Some Initial~Difficulties ,_ 

In the initial stages, the Commission was faced 
with a number of difficulties which impeded its 
becoming promptly and fully operational. There 
was considerable delay in the appointment of staff 
and provision of proper office accommodation and 
facilities. The Commission could not settle down 
to its task till February, 1984. Another factor 
that caused delay and dislocation in its working, 
was the frequent transfers of the Secretaries of the 
Commission. As many as three Secretaries were 
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appointed during the tenure of' the Commission, 
Difficulties were also experienced in filling up posts 
at various levels promptly with suitable persons. 

Collection of Basic Information 

Preliminary Steps 

The first task of the Commission was to collect 
basic information. For that purpose, several pre
liminary steps were taken. A public notice was 
issued and advertised in all leading newspapers of 
India inviting from all interested individuals, 
knowledgeable persons, organisations and other 
sources, information and factual data which would 
facilitate the identification of the problems, issues 
and difficulties experienced in the working of Union
State arrangements in the legislative, administrative, 
fiscal, economic and other spheres. 

· The Chairman wrote demi-officially to ninety 
former Chief Ministers and other eminent persons 
of different States soliciting such information and 
their views. Research dossiers were culled and 
relevant data collected from various publications, 
including proceedings of public seminars, debates 
and reports of former Commission, Committees, 
Studies, decisions of the Supreme Court and High 
Courts having a bearing on any aspect of Union
State relations. Communications were sent to 
all the State Governments requesting for informa
tion about the specific difficulties, if any, encoun
tered by them in the working of these arrangements. 

In January, 1984, a Questionnaire consisting 
of I 09 questions divided into seven parts, viz., 
Introductory, Legislative Relations, Role of Go

', vernor, Administrative. Relations, Financial Rela
" tions, Economic and Social Planning and Mis

cellaneous including Industry, Trade and Com-
merce, Agriculture, Food and Civil Supplies, Edu
cation and Inter-Governmental Coordination, 
was issued. No less than 6800 copies ofthe Ques
tionnaire, in English and 500 copies, in Hindi, were 
issued to Members of Parliament, Members of State 
Legislature~, Governors, ex-Governors, Chief 
Ministers, ex-Chief Ministers, Vice-Chancellors 
of Unive;·sitks, Institutions, Journalists, Jurists, 
Statesmen, Economists, Trade Unions, former 
Members of Constituent Assembly and different 
political parties. Copies of the Questionnaire were 
also sent to the Union Government and its Heads 
of Departments. 

Supplementary Questionnaires, each containing 
a set of about 10 or !2 questions on technical 
issues, were circulated to the specialists concerned 
including Central Government Ministries, State 
Governments, eminent Jurists, former Governors, 
distinguished Statesmen and others. 

r Response to the Commission's communications 
from the best informed sources, viz., the State Go
vernments, was far from being prompt. Their 
replies trickled in very slowly. When a reply was 
received, action was immediately initiated to hold 
a mectiJig of the Commission with the Chief Minis· 
ter of the State with a view to obtaining further clari-



fications in respect of the important issues high
!ighted i~ the reply. However, there were delavs 
ID arran~tng for such meetings also. The following 
tab!~ gtves the dates on which the replies were 
recetved and the dates on which meetings were held : 

Date of receipt 
of reply 

Date of meeting 

I, Madhya Pradesh 1-2-1984 3-8-1984 
2. Kerala 4-6-1984 6-6-1984 
3, West Bengal 3-8-1984 19·11-1984 
4. Tripura 29-8-1984 19·2·1985 
$. Himachal Pradesh 29·8-1984 17-9·1984 
6. Nagaland 17-12-1984 27-9-1985 
7. Karnataka 18-1-1985 10-4-1985 
8. Assam • 23-2-1985} 

30-7-1987 25-2-1985 

9. Orissa 6-5-1985 6-7·1985 
I 0. Andhra Pradesh 22-5-1985 12-6-1985 
11. Haryana 24-6-1985 12-3-1986 
12. Bihar 16-8-1985 19-12-1985 
13. Meghalaya . 29-9-1985 1-10-1985 
14. Maharashtra 17-10-1985 21-11-1985 
15. Tamil Nadu. 3-12-1985 31-12-1985 
16. Uttar Pradesh 23-12-1985 20-1-1986 
17. Gujarat 24-7-1986 20-11-1986 
II!. Sikkim 28-7-1986 Not held 
19. Rajasthan 22-10-1986 19-3-1987 
20. Manipur 19-12-1986 20-2-!'987 
21. Jammu & Kashmir 31-12-1986 16-2-1987 

It will be o ~se~ve? that, during the first two years 
of the Commtsston s tenure, replies were received 
from only 10 State Governments. 

Response from Government of Punjab was received 
as late ~s o~~; 24th April, 1987. Due to imposition 
of Prestdent s Rule from 11th May, 1987 discussion 
with. the Punjab Government could n~t be held. 
Meettngs were, however, held on 29-6-1987 and 
14-7-1987 with the former Chief Minister, Shri S. S. 
Barnala who had signed the State Government's 
respon~e.. when in ?fiice, but appeared before the 
Co.mmtsston a~ Prestdent .. of Akali Dal (L) Party. 
This opportunity was utihsed to discuss the memo
randum of the State Government also. No res
ponse was received from the Governments of Arun~
cha~ and Mizoram .. Submis.sions were, however, 
recetved from two UniOn Terutory Administration• 
of Goa. and Pondi~herr~ on 11-11-1985 and 2-1-1986 
respectively and dtscus~IOns wtre also held with them: 
Responses were recetved and meetings were held 
with Ministers of Union Government as under : 

I. Shri Ajit Kumar PJnja, 
Minister of State for Planning 

2. Shri G. S. Dhillon, 
Union Minister for Agdculture 

3. Mrs. Mohisina Kidwai, 
Union Minister for Hnlth and Family Wdfare 

4. Shri N.D. Tiwari, 
Union Minister for Industries 

D"te of 
meeting 

21-5-1986 

27-5-1986} 

29-5-1986 

30-5-1986~ 

v 

5. Shri P. Shiv Sh1nkor, 
Ur,bn Mini~k~r L1r C,1nvner~X 

6. ShriVi,1nv1nlth p,. ... t.,p Singh, 
Urtbn Mini'\tcr f-Ir Fin1ncc 

7. Shri P. V. N·~r:t<imh1 R1o, 

• • 

Union Mini.;;ter for Hum·~ n R1.!'\~urt"l' Dl'\'CI!'P
ment 

8. Shri Buta Singh, 
Unbn Minister for H0me AfTnirs 

Further, there was considerable dciPy in rccci\'in~ 
replks to ocr Questionnaire and communications 
from most political parties of all-India stnturc. 
The following are the dttnils of the dates when their 
replies were received and the dates on which meetin~s 
were held with the party representatives :- -

D:ttc 0f n·.te 0f 
fl.'CC'i Dt 0f 01Cl"fill1T 
re~ly 

1. c~mmunist P1rty oflndb C~f:•r· 
xi<t) 30-3-1984 R-10-!9R4 

2. Communist P.:u ty of Inctia 24-4-19R4 9-4-!9f6 
3. Jonata PartY 5-7-1985 12·3·198(· 
4. Bh1ratiya Jamta Party 12-2-1986 1 0-4-19Rr. 
5. L0k Dal 13-3-1986 11·3-198(> 
6. All Tnrlh Congre" Commit!ee 

(Soci:tlist) 2-5·1986 2-5-1986 
7. All India Congress ComrnittL<>e 

(I) 
30-5-1986 30-5·19Rr. 

The number of replies in response to the Ques
tionnaire of the Commission was 405, including 
the Memoranda received from the State Govern
ments. This figure does not include information 
received or collected by other modes. 

The Commission set up four .Study Teams to 
assist it in the studv and analysis of all relevant 
material collected. including that received by it in 
response to the Questionnaires. Each team was 
headed bv a Director. The distribution and coordi
nation of the studies in their day-to-day workin!! 
was supervised and coordinated by the Joint 
Secretary and the Secretary t:nc1er the ever~ II Sllfcrin
tendcnce and direction of the Commissi,n. 

The broad topics of the study included-historical 
background and evolution of th, Constilution; 
proceedings of the Constiluent Assembly: Union
State arrangements and their working in the l,·~isla
tive, administrative, financial, socio-economic and 
other relevant spheres. The Constitutions of 
some federations, inter alia of Australia, Canada 
Federal Republic of Germany, Switzerland, usA,' 
USSR and Yugos)Hvia were also studied. A few 
experts from some of these countries met members 
of the Commission or wrote lc'.ters or sent documents 
on some matters. 

From June 1984 onwards, the Commission 
visited 15 States and two Union Tcrtitories ;.nd 
held discussion~ with their Governments. During 
the<e visits, eminent publicmen, academicians, 
leaders or political parties and others located in 
those States, were also interviewed. The tour pro-

, grammes to the States were fixed after prior con
sultation with the State Governments, who had 
either sent their Memoranda in advance or had done 



so shortly before or during the visit to those States. 
These conferences were essential for elucidating 
many points which were either left obscure in their 
memoranda, or were peculiar to the conditions 
in those States. The Commission could not visit 
the States ofGujarat, Haryana, Jammu and Kashmir, 
Manipur, Punjab, Rajasthan and Sikkim, due to 
constraint of time as the memoranda of these Gov
ernments were receivtd at a very late stage. Dis
cussions with these State Governments, except the 
Government of Sikkim were held at the Commis
sion's office in New Delhi. Sikkim Government 
felt that they have nothing to add more than what 
they have spelt out in replies to Questionnaire, sub
mitted to the Commission. 

The Commission has interviewed more than 850 
individuals including Union Ministers, Chief Minis
ters, former Union Ministers, former Chief Minis
ters and State Ministers, Jurists, political parties, 
scientists, journalists, editors of leading newspapers 
and magazines, scholars, economists, fiscal experts, 
Parliamentarians, leader of political parties, senior 
officials ofthe Union Government, etc. 

The Commission had the privilege of holding 
discussions with following members of the Consti
tuent Assembly, in a group, on October 29, 198d 
at New Delhi : 

1. Shri R. R. Diwakar 

2. Shri M. L. Dwivedi 
3. Shri K. K. Jain 

4. Shri R. L. Malviya 

5. Dr. Mohan Singh Mehta 
6. Shri S. Nijalingappa 

7. Ch. Ranbit Singh 
8. Prof. N. G. Ranga 

9. Smt. Renuka Ray 
10. Shrl Satish Chandra 
11. Pt. Ram Sahai Tiwari 

12. Shri Kishori Mohan Tripathi 

These apart, some other Members of the Consti
tuent Assembly including Sarva Shri 0. V. Alagesan, 
M. R. Masani, C. M. Poonacha, C. Subramaniam, 
Kalu Ram Virulkar, Dr. Hare Krishna Mehtab 
and Dr. Satyanarain Motturi were interviewed 
during the visits to the States. The Commission 
acknowledges the debt of gratitude which it owes 
them for having taken the trouble of appearing and 
giving the Commission the benefit of their valuable 
suggestions, discussions and information. 

The task before the Commission covered a very 
wide spectrum. It had to sift virtually a cartload 
of material and data. Hence a selective approach 
became imperative so that its attention could be 
focussed on major and important issues. 

The Commission noticed that there was near 
unanimity among all sections of public opinion on 
some of the major issues, particularly in regard to 
the imperative necessity of establishing an Inter
s~ate Council. 
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The Commission's report consists of two Part~. 
The first Part contains the main report and the 
,,_cc ntl the memoranda received from the State Gove
rnments and political parties. The report covers issues 
which have a direct bearing on inter-Governmental 
relations in legislative and administrative spheres 
and also the need for establishing a standing Inter· 
State Council under Article 263, to ensure inter· 
governmental coordination. It also includes related 
matters, such as, the Role of the Governor, Emer· 
gency Provisions, Deployment of Union armed 
forces in a State to help maintain public order 
Reservation of State Bills for consideration of th~ 
President and All-India Services. The report further 

, covers inter-governmental relations germane to socio
economic development, viz., Financial Relations, 
Economic and Social Planning, National Economic 
and Development Council and miscellaneous items 
such as Agriculture and issues relating to industry, 
mines and minerals, inter-State trade and commerce, 
inter-State river disputes, forests, food and civil 
supplies and mass media. Lastly, the report contains 
miscellaneous matters like Language, Union Ter
ritories and General observations and Conclusions. 

To start ·with, the Commission had no library 
of its own. It bad to draw copiously for books and 
law reports on the Library of the Supreme Court. 
The Commission acknowledges with thanks the 
general permission granted so generously by the 
Chief Justice of India for the use of the Court's 
library. A report dealing with a subject as vast 
and complex as review of Union-State relations 
reflects the sum-total of the conclusions based on a 
study and analysis of the information drawn from 
publications which are too numerous to acknow
ledge. Nonetheless, the Commission expresses a 
special debt of gratitude towards the eminent 
authors of the publications and reports, a biblio
graphy of which is given at the end of Part I. 

The Commission has great pleasure in acknow
ledging the dedicated and painstaking work put 
in by the entire staff. The Commission records 
its appreciation of the valuable assistance rendered 
to it by the Directors and the Consultant. The teams 
functioning under the immediate control and guid
ance of the Directors greatly facilitated the task 
of the Commission by their patient work in critically 
analysing the mass of evidence received and the 
carrying out valuable studies for the Commission. 
Special mention must be made of the meritorious 
work done by the Directors, S/Shri B. P. Sinha and 
B. M. Rao. Way back, the latter had assisted the 
Study Team of the Administrative Reforms Com· 
mission and earned distinct recognition. By din! 
of dedicated and distinguished work as Director he 
has raised himself still higher in the estimation of 
this Commission. He was very ably assisted by 
Shri R. R. Mittal, Senior Research Officer, who 
brought to bear his rich experience on the work 
before the Commission. In the complex field of 
financial relations and Economic and Social plan· 
ning Shri B. P. Sinha distinguished himself. 

Shri M. K. Moitra, lAS was the Joint Secretary 
to the Commission for most of its term till the com· 
pletion of his tenure on deputation. He organised 



the studies with firm determination and devotion. 
Through his intensive and extensive studies he 
made very valuable contribution to the Commis
sion's work. His successor Shri A. K. Verma, 
joined th~ Commission only a short time before the 
expiry of its term. Ht. ensured the completion of 
the Report according to schedule under his overall 
supervision. The Commission acknowledges with 
thanks th~ work done by the Joint Secretaries. 

The Commission was fortunate to have as its 
Secretaries very able and dedicated officers. At the 
inception of the Commission, Shri K. A. Rama
subramaniam, lAS was its Secretary. He took 
all preliminary steps, including the issue of the ques
tionnaire, organisation of the Study Teams and the 
office establishment, arrangement of office accom
modation, collection of basic inf01maticn, prepara
tion of discussion papers, etc., which were essential 
for making the Commission operational. Just when 
the Commission had embarked on the second phase 
of its work requiring visits to the States and dis
cussion with the St?te Governments, he retired on 
attaining the age of superannuatiol_l. Shr~ G. V. 
Ramakrishna, lAS succeeded htm. Wtth great 
drive he galvanised the work of the Study Teams and 
accelerated th~ tempo of work. Comprehensive 
Notes prepated by him on ~ertai~ topics hel~ed to 
concretise the results of the dtscusswns and delibera
tions of the Commission. Though his tenme with 
the Commission was short, yet the exemplary direc
tion he gave to the Studies, endured. In the last 
but the longest and the most crucial phase of the 
Commission's work, Shri D. Sankaraguruswamy, 
lAS was its Secretary. The brunt of the work as 
the Chief assistant to the Commission and principal 
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supervisor of the Studies fell on him. He assisted 
the Commission not only in its deliberations but 
also in drawing up its report. There is hardly any 
sentence in this voluminous Report which bas not 
passed his masterly scrutiny. The Commission 
acknowledges with gratitude the commendable 
assistance rendered by him in its task pertaining to 
all spheres of Union-State relations. 

Mention must also be made of Shri Rnmesh 
Sharma, Senior Research Officer incharge of the 
Coordination Division, who painstnkinJ;Iy arranged 
all the visits of the Commission to the various 
States as : lso personally supervised the work of 
getting ready th! report in its final shape. 

Though the Commission has acknowledged by 
name the outstanding work of a few officers, the 
Commission is conscious of the contribution of the 
other m!mbers of the Stoff, The ministrinl staff, 
under the direction of the Joint Secretaries whole 
heartedly cooperated in the successful completion 
of the task entrusted to them. The Chairman and 
the Members of the Commission also place on record 
with thanks the outstanding work of the personal 
staff who attended to them and other officers of the 
Commis~ion. 

Sd/-

Sd/

(JUSTICE R. S. SARKARIA) 
Chairman 

Sd/-

(B. SIV ARAMAN) 
(Member) 

(DR. S. R. SEN) 
Member 
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CHAPTER I 

PERSPECTIVE 

I. INTRODUCTION 

1.1.01 The terms of reference enjoin us to examine 
and review the working of the existing arrangements 
between the Union and the States, keeping in view 
the socio-economic developments that have taktn 
place and having due regard to th¢ scheme and 
framework of the Constitution designed to protect 
the independence and ensure the unity and integrity 
of the country. This task requires not only an 
analysis of the Constitutional arrangements, but also 
the it raison d' etre and the manner in which these 
have been put to use so far. 

1.1.02 A Constitution is not a static frame but 
"an organic living institution". This is particularly 
true of a flexible, yet resilient, Constitution like 
that of India, designed to meet the needs and pro
blems of a changing society for generations to come. 
Nonetheless, due to fhe dynamic interplay of socio
economic, political and other forces, the intent and 
actual working of the Constitution some time tend 
to diverge. 

1.1.03 For a proper appreciation of the problems 
and issues that have arisen in the working of Union
State arrangements in the past 37 years, it is necessary 
to examine briefly the historical processes which 
influenced the framing of the Constitution, the 
Union envisaged by it, the subsequent socio-

. economic and political developments including 
the divergence between its principle and practice and 
its causes. 

1.1.04 This Chapter which seeks to provide a 
perspective for our r~po~t contai~s fo~r sections, 
apart from the very bnef tntroducbon gtven above. 
The next Section gives a short historical background. 
Section 3 deals with the nature of the Indian Union. 
Section 4 contains a survey of the socio-economic 
and political compul.sions,. and .section 5 giv~s an 
outline of the major tssues tn Umon-State relat10ns. 

2. HISTORICAL BACKGROUND 

1.2.01 India has geo-political and historical 
characteristics which have few parallels. Its size 
and population, geographical, linguistic, religious, 
racial and other diversities give it the character 
of a sub-continent. But its natural boundaries 
marked by mountains ~nd sea~, serve,. t? iden!ify 
it as a separate geographtcal enb~Y· Thts tnsulanty, 
over the years, led to the evolutton of a. compostte 
cultural unity, a feeling of common hentage and a 
pervasive undet-current of one-ness. These gave 

' the country the character of a general Indian 
personality. 

1.2.02 India's history is re~lete with brief periods 
of political unity and stabthty followed by spells 

of dissension, chaos and fragmentation. The 
strongest kingdoms, from time to time, became 
empires, extending their sway, more or less, to the 
natrual boundaries of the sub-continent, bringing 
under their suzerainty the local principalities and 
kingdoms. But, undue centralisation ofttn proved 
counter-productive and triggaed a chain reaction of 
divisive forces. Whenever, due to this or other 
causes, the central authority became decadent and 
weak, the fissiparous fc.rces became strong and 
led to its disintegration, sometimes tempting foreign 
invaders to conquer the country. 

1.2.03 Another significant fact that stands out in 
India's history is that the provinces and the local 
Governments in the various empires, from the 
Mauryas to the Mughals, enjoyed considerable 
degree of autonomy. As noted by the historian, 
Sir Jadunath Sarkar, in ancient empires "each 
province led its own life, continued its old familiar 
system of Government (though under the agents of 
the central power) and used its local language". 
Whenever an over-ambitious emperor attempted 
centralisation by steam-rolling the local autonomy, 
it evoked strong resentment and reaction. Such 
extreme centralisation proved not only detrimi~ntal 
to administrative efficiency, but, in counter-effect, 
weakened the capacity of the Central power to 
maintain its hold over sub-national forces on a 
stable and enduring basis. The last of the great 
Mughals made a strong bid for complete centrelisa
tion and abolition of traditional diversities and 
autonomy of the regions. Soon after his death, 
the regional forces discarded the mantle of the 
Central authority. Governors of the Provinces and 
local chieftains asserted their independence and the 
entire structure crumbled. 

1.2.04 The British also, at the commencement of 
their regime, tried to centralise all power. But 
they soon realised, especially after the traumatic 
consequences of Dalhousie's policies, that it was not 
possible to administer so vast and diverse a country 
like India without progressive devolution or decen
tralisation of powers to the Provinces and local 
bodies. 

1.2.05 The administration of the country was 
taken over directly by the British Crown in 1858. 
A notable fall-out of the conflict in 1857 was the 
discovery by the British that the Princely States in 
India could be a source of strength for the mainte
nance of the British power. As a result, they 
discontinued their policy of expanding further their 
'direct rule' in the sub-continent and preferred 
'indirect rule' for these States. But the bulk of the 
500 and odd Princely States were 'autonomous' 
only to a limited extent. In all important matters, 
they were no less submissive in practice to the 



suzerain power than the British Indian Provinces. 
In the remote and inaccessible areas. strong local 
tribal customs and beliefs had to be given due regard 
and these areas, with long history of isolation, 
retained varying degrees of autonomy. 

1.2.06 Too centralised an administration was found 
to be incompatible with the size and diversity of 
the country. It br~d admiui~tr~tive inefficiency 
and local discontent. Some decentralisation be
came inevitable. The first small but significant 
step in this direction was taken by the~ Indian 
Councils Act, 1861. It reversed the centralising 
trend that had been set by the Charter Act of I 833. 
It provided for participation by non-officials in the 
Le!!i.slative Council of the Governor-General. Simi
lar" provisions were made for the Legislative Councils 
of the Provinces. The principle of indirect election 
to these Legislative Councils was established in · 
1892 and the functions were enlarged to include 
the right of discussion of the budget and inter
pellation in matters of public interest. 

1.2.07 An important factor which helped and 
sustained the evolution of a 'dispersed' political 
system in India, was the decentralisation of finances. 
This process started with the Mayo Scheme in 1871 
and continued till it was formalisedlby the Govern
ment of India Act, 1919. 

1.2.08 Association oflndians with local self-govern
ment through elected municipalities and district 
boards was initiated in 1882 by Lord Ripon, along 
with the gradual transformation taking place in the 
legislative sphere. The authority allowed to these 
institutions was, however, very limited and was to 
be exercised under the watchful eyes of the officials. 

1.2.09 The long-drawn-out struggle for 'self 
government by the Ind~a_n Nati?nal Congress, 
joined by the other pohttcal partie~ formed later, 
led to the growth of Indian nationalism. Modulat· 
ing their strategy step by step with the mounting 
demands and persistent pressures of the nationalist 
movement, the British started devolving more and 
more powers to the Provinces, involving increasing 
association of Indians on the one hand and promot
ing divisive forces on the other. 

1.2.10 By the Indian Council Act, 1909 (Morley
Minto R~forms) the British further extended the 
association of Indians with the governance of the 
country but on the basis of separate electorates, 
narrow franchise and indirect election. 

1.2.11 The Government oflndia Act, 19191 ushered 
in the first phase of responsible Governm~nt in 
India. It was a significant step in the development 
of a two-tier polity. While conceding representative 
government in a small measure in the Provinces 
under a 'dyarchical' system, it demarcated the sphere 
of Provincial Governments from that of the Centre. 
By the Devolution Rules framed under the Act, 
powers were delegated to the Provinces not only 
in the administrative but also in the legislative and 
financial spheres. For this purpose, separate Central 
and Provincial Lists of subjects were drawn up. 

(I) The M~n~asu-Chelm>ford R•port lod to this enactment. 
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The last item in the Provincial List allotted to the 
Provinces "any matter though falling within the 
Central subjects is declared by the Gove\nor· 
General-in-Council to be of a merely local or pnvate 
nature within the Province". The subjects in the ~
Provincial List were fmther subdivided into 'reserved' 
and 'transferred' subjects. The Departments dealing 
with the 'transferred' subjects were placed in the 
charge of elected Ministers responsible. to the 
Provincial Legislature, while Departments 1n respect 
of 'reserved' subjects were administered by the 
Go verner with the assistance of an Executive Ccnncil 
nc minated by him. Althcugh with resPect to 't• ans
fer•ed' subjects, the Provinces derived substantial 
authouity by devolution from the Centi'al Govern
ment, yet the Governor·General-in-Counci!Iemained 
in control at the apex of this centralised system, 
ultimat" ly responsible to the Secretary ~f Sta~e 
for India in the U.K. There was also a th1rd List 
regarding taxation powers of local bodies. 

1.2.12 The reforms of 1919 failed to meet the 
aspirations of the people for full respon~ible go~ern
ment. In reality, the structure remamed umtary 
with the Governor-General-in-Council in effective 
ultimote control. Finance was a 'reserved subject' 
in charge of a member of the Executive Coun~il and 
no progressive measures.could be put throu_g~ Wit~out 
his consent. The main mstruments of administratiOn, 
namely, the Indian Civil Service and Indian Police 
were under the control of the Secretary of State 
and were responsible to him and not to the Ministers. 
The Governor could act in his discretion otherwise 
than on the advice of the Ministers. No Bill could 
be moved in a Provincial Legislature without the 
permission of the Governor-General. No Bill could 
become law without his assent. 

1.2.13 The intense India-wide agitation carried 
on by the political parties for full responsible govern
ment evoked a partial r~sponse from the British 
Gov;rnment. In November 1927, they appointed 
a Statutory Commission under Sir Joh? Simon for 
considering the grant of a further Instalment of 
responsible Government. All the seven memb_ers 
of the Commission wei e Bdtish. The Ind1an 
National Congress and all other leading political 
parties boycotted the Commission. The Congress 
pressed the British Government to accede to the 
national demand fm convening a Round Table Con
ference or Constituent Assembly to determine the 
future Constitution of India. 

1.2.14 The British Government published a White 
Paper in 1933, embodying the principles of consti
tutional reforms in India. This, inter alia, sought 
to extend 'separate' electorates further to Scheduled 
Castes and Tribes, which had to be withdrawn 
after a protest "fast unto death" by Mahatma Gandhi. 
These proposals were considered by the Joint Select 
Committee of the British Parliament. On the basis 
of the Select Committee's Reports, a Bill was drafted 
and enacted in 1935 as the Government of India 
Act. The p,deral subjects were classified into 're
served subjects' and 'transferred subjects'. The 
Governor-General administered the 'reserved subjects' 
with the assistance of Councillors, and the 'trans
ferred subjects' with the aid of the Council of Ministers 



resnnnsihk to the Centrallegislatu1·e. Wide discre
tionary powers were given to the Governor-General. 
Instrument of Instruction issued uncl.er the Act enabled 
the Govemor-General to include, in his discretion, 
in his Council of Ministers representatives of the 
minorities and Indian States. 

1.2.15 The Act envisaged an all-India Federation 
which was to consist of II Governor's Provinces, 
6 Chief Commissioner's Provinces and such Indian 
States as would agree to join the federation. So 
far as the British Provinces were concerned 
it was obligatory for them to join the federation. 
The Governmental subjects were divided into 
th1ee Lists-Federal, Provincial and Concurrent. 
The L·c::islrtures of the Provinces were given ex
clusive power to legislate with respect to matters 
in the Provincial List. Similarly, the Central Legis
lature had the exclusive power to legislate with 
respect to matters in the Federal List. The Centre 
and the Provinces had concurrent jurisdiction with 
respect to matters in 1 he Concurrent List. The Act 
thus introduced Provincial au·onomy with responsible 
Government. However, cera in safeguards by way 
of special powers and responsibilities were provided, 
which detractecl from the concept of responsible 
government. Subject to the limitations provided 
therein, the Act allocated to the Fede1 al. and Pro
vincial Legi:;latures plenary powers, makmg them 
supreme within their respective sphe·cs. 

1.2.16 The part of the Act which contemplated 
the inclusion of the Princely States never came into 
operation as the States did not opt to join the 
federation. However, i's provisions relating to 
the Provinces came into effect in -1937 when elected 
governments responsible to legislatures, assumed 
office in the Provinces. But there was a deadlock 
when the Government of India declared a "state 
of war" without consulting the Legislatures. Go
vernments in Provinces led by the Congress Party 
resigned in protest in 1939. Further, during the 
Second World War, a number of measures were 
introduced which considerably curtailed the powers 
of the .provincial governments and virtually nullified 
provincial autonomy. 

1.2.17 The Government of India Act, 1935, is 
nevertheless an impc rtant milestone in the history 
of constitutional devolution of power particularly 
from two stand-points. Firstly, it constitutionallv dis
tributed powers betwten the Centre and the Provinces. 
Secondly, subject to certain saferuards, it i_nt~o
duced representative government at the Provmc1al 
level responsiblt to the Provincial Legislature. 

1.2.18 In March, 1942, Sir Stafford Cripps came 
with proposals of the British Government to resolve 
the political deadlock in India. These proposals 
envisa~ed that a Constituent Assembly, elected 
through propo1 tiona! representation by the PrC!
vincial Legislatures, would frame a new C?~~tl
tution for Inclia after the c.ssation of host1ht1es. 
The British Government would accept the .~ew 
Constitution suhiect, inter alia, to the conr1.Ihon 
that ~nv Province woulct opt out of it and retain its 
constitutional position as in the 1935 A~t. The 
Cripps proposals we•e rejected by all sechons of 
public opinion in the country. 
3-325/87 
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1.2.19 The next important event in the Constitu
tional history was the announc~ment of the British 
Cabinet Mission Plan by Mr. Attlec. the British Prime 
Minister, on May 16, 1946. It envisaged a Central 
Government with very limiteJ powers and relatively 
strong Provinces having considerable degree of 
autonomy with all the residua:·y powers. The Indian 
National Congress hac1, on the other hand, throughout 
its long struggle for independence, emphasised the 
need to safeguard the unity and integrity of India. 
In the hope, however,of secU1·ing the co-operation 
of the Muslim League and thereby preventing the 
threatened partition of the Count•y, they accepted 
the Cabinet Mission Plan. The Objectives Reso
lution moved by Pandit Nehru on December 13, 
1946 in the Constituent Assembly, was based on 
this Plan, although he was all along very apprehen
sive about it. But, all such concessional resolutions, 
conciliatory gestures and persuasive efforts failed 
to keep the country united. And, the partition 
of the Country was announced on June 3, 1947. 

1.2.20 The Constituent Assembly thereupon 
sharply reversed its approach and resolvecl in favour 
of a Strong Centre. This reaction found unequivocal 
expression in the Seco ·cl Report of the Union Powers 
Committee, dated July 5, 1947 : "Now that parti
tion is a settled fact, we are unanimously of the view 
that it would be injurious to the interests of the 
country to provide for a weak Central authority 
which would be incapable of ensuring peace, of 
co-ordinating vital matters of common concern 

and that the soundest framework of 
~~~. c~~~tii~tion is a federation with a "strong 
.Centre". 

1.2.21 The primary lesson of Inc1ia's history is that, 
in this vast country, only that polity or system can 
endure and protect its unity, . integrity. and sov_e· 
reignty against external aggresswn and mt~rnal diS
ruption, which ensures a strong Centre with para
mount powers, accommodatin¥, at the same .time, 
its traditional diversities. Th1s lesson of h1stor.y 
did not go un-r.oticed by the frame~s of th_e Consti
tution. Being aware that, ~otw1thst~~c~mg the 
common cultural heritage, Without political cohe
sion, the country would disintegrate undrr the 
pressure of fissiparous forces. they acc01cl_ed the 
highest priority to the ensurance of the un1ty and 
integrity of the country. As aptly observed ~y an 
eminent jurist, "the fo~tncling fat~er~ w~re pamfully 
conscious that the feeling of Indmn•natiorhood was 
still in the making ancl required to be carefully_nur
tur·c. They thc··ero,·e hmlt a co·stltl'tlonal 
structure with a powerf~l Cent~al . q~vernment. en
visaging the emergence of an 1ndJVISible and lllte
grated India".• 

1.2.22 It was realised that, in Inc\ia, democracy 
was yet in its infancy and to ?revent or ~emed~ pos· 
sible breakdowns of Constitut.'onal _machmery m ~he 
constituent units, it was essential to mvest the Unwn 
with over-riding powers. 

1.2.23 The contemporary ev~nts also h~d ~n . in
evitable impact on the formula!wn of the Constiti!tion. 
The large-scale communal vwlence and the 1nflux 

(') Setalvod, M.C.-"Union ond S1•1e Rcl:>tions under th 
-Indian Constituti::m''(T~lfiJre L~w Lectures), page 31. 



of millions of uprooted persons from Pakistan 
bwught in th~ir train colM"tl problems which could 
be tackled only with the pooled strength and re
sources of the nation. 

1.2.:!4 Even as the Government was strcggling to 
deal with the problems arising out of the partition, 
Jammu and Kashmir was invaded bv outside forces. 
The consequences of this invasion are too well-known 
to require any recounting. The Princely States 
also posed a delicate problem which was solved 
in a statesman-like manner averting further frag
mentation of the country. Eruption of violence 
in the neighbouring country, Burma, and the wanton 
killing of its Cabinet. spelt out clearly the Possible 
dangers from extremist violent groups. The new 
Government and its leaders had more than 'what 
any one could be expected to cope with. The ex
ternal aggression in Kashmir and the out-break of 
extremist violence in some parts of India under
SCored the imperative of building a ~trong Centre 
capable of protecting the independence and integrity 
of the country against dangers from both within and 
.,;thout. 

1.2.25 The Constitution-framets were aware that 
several Provinces, re.~ions or areas of India were 
economically and industrially for behind relatively 
to others. There were great economic disparities. 
The problem of economic integration had many 
facets. "Two questions. however, st0od out: one 
question was how to achieve a fede•al, economic 
and fiscal integration, so that the economic policies 
affecting the interests of India as a whole could be 
carried out without putting an ever-increasing 
strain on the unity of India, particularlv in the con
text of a developing economy. The second question 
was how to foster the development of areas which 
were underdeveloped without creating too many 
preferential or discriminative barriers".• Not much 
had been done for economic development of the 
country in the pre-Independence era. To catch 
up with the industrially developed nations, the pro
gress that took them centuries, had to be com
pressed into decades. The nation was committed 
to a socio-economic rev'lution designed not onlv 
to secure the basic Deeds of the common man and 
economic unity of the country, but further to bring 
about a fundamental change in the structure of the 
I~dian society in accordance with egalitarian prin
ctples. It was felt by the Constitution-framers that 
such a transformation could be brought about only 
by a strong Central Government. 

1.2.26 ~11 ~he above c<?nsiderations weighed with 
the ConstitutiOn-framers m opting for a Constitu
tion which blends the imperatives of a strong national 
control wtth the need for adequate local initiative 
In a country too large a~d diverse for a unitary for~ 
of governmen_t, they envtsaged a system which would 
be worked m c:o·o peration by the two levels of 
government-natiOnal and regional-as a common 
en de wour. to serve the Poople. Such a system. it 
was conceived! would be most suited to Indian 
condt•tons as tt would at once have the advantages 

(3 1 A·Jt'·110bile Transport Ltd. vs. Slate of R3jasthan, AIR 
P62 SC 1406, page 1415. 
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of a strong unified cen'r~l power,. and the essetl'iai 
values of federalism. 

1.2.27 In the next Section we consider how these 
concepts of a strong Union have been woven into 
the warp and woof of the Cons\ itution. 

3. NATURE OF THE INDIAN UNION 

1.3.01 The Constituent Assemblv addressed i•self 
to the immenselv complex t:Jsk of devising a Union 
with a Strong ·centre. This task was b set with 
many difficulties. They had to bring into the Union 
not only the British Indian Provinces, . but ~lso 
the Princely States and the Itmote mocctsstble 
Tribal Areas. They were conscious th?t sever: 1 
areas and regions of this sub-continent h:•d. for a 
very lona time part, been following their own sub
cultures "administrative systems, traditions. customs 
and ways of life. It was, therefore, readily accer
ted that "there are many matters in which authority 
must lie solely with the units". Further. that -"it 
would be a retrograde step both politically and 
administratively" to frame a Constitution with a 
Unitary State as the basis. 

1.3.02 They settled for a Parliamentary 0r"Cabinet 
form of Government at the Union as well as in the 
constitutent units. The President and the Gm'ern!'Ts 
were envisaged as de jure· h~ads of the respective 
Governments actin..; on. the advice of thC" Council 
of Ministers, which comprised the de facto executive. 

1.3.0? In fashioning the f0rm of Parliamentary 
government. the Assembly drew largely on the British 
model. Jn devising the pattern of Union-State R I·· 
tions they were influenced, in varying <legrers. by the 
principle• underlying the Contituti0r s of Cana<la 
and Australia, which had ParliamentarY system. 
and the United States. which had Presidential system. 
They made use of the Government of India Act, 
1935, after making significant changes in it. Never
theless, the Constitution as finallv passed, was sui 
Keneries. They were substantial differences in both 
legal provisions and conv~ntions between India and 
these other countries. The reason was that the 
geographical, historical, political, econ0mic and 
sociological conditions and compulsions in India 
were basically different. 

1.3.04 The Constitution as it emergC"d from the 
Constitutent Assembly in 1949, has important federal 
features but it cannot be called 'feMral' in · the 
classical sense. Jt cannot be called 'unitary' either. 
It envisages a diversified political system of a special 
tvpe. According to Dr. B. R. Ambedkar. Chairman of 
the Drafting Committee of the Constitu~nt Asse
mbly, it is unitary in extraordinary ~ituations. 
such as, war (or emergency) and f.oderal in normal 
times. Some authorities have classified it as a "qua~i
federal" iConstituuon. However, these labels hardly 
matter as both levels of !!Overnment derive their 
respective powerr from"<t written Constitution, wf:ich 
is suprem~.'and there is a Supreme Court to inter
pret the-Constitution. 

Indian U'lion lndestructibl~ 

1.3.05r· Article 1 describes India as r 'l'ni<'n of 
States'. · These States are specif'cd in tl:e First 
Schedule to the Constitution. Articles 2, 3 and 4 



enable Parliament by law to admit a new State 
increase,, diminish the area of any, State or alter th~ 
boundanes. or name o~ any State. A special aspect 
o~ the Indmn Umon IS that the Union is indestru
ctible but not so the States; their identity can be 
altered or even obliterated. This is a departure from 
a federal feature which obtains in a classical federation 
hke t~e U.S.A. The Constituent Assembly rejected 
a motiOn In the concludmg stages to designate India 
.ts a 'Federation of States'. Dr. Ambedkar Chair
man of the Draftin~ c.ommittee, . while intr~ducing 
the Draft ConstitutioJJ, ;explamed ~the position 
thus ·• 

·:. . . . . . . . that.though,. India was tot be a federa
tiOn, the federation was not the result of an agree
ment by the States to join in a federation, and th1<t 
the federation not being the result of an agree
ment, ·no State ha~ the r;ght to secede from it. 
The federation is a Union because it is indestru
cti~le. 1 ~ough the country and the p~ople may be 
divided mto different States for convenience of 
~dministration, the country is one integral whole, 
Its people a single people living under a single 
imperium derived ti·om a single source. The 
Americans had to wage a civil war to establish 
that the States have no right of secession and 
that their federation was indestructible. The 
Drafting Committee thought that it was better 
to make it clear at the outset rather than to 
leave it to speculation or to disputes"•. 

1.3.06 Another distinctive aspect of the Indian 
Constitution is that it provides for a single citizen
ship for the whole of India. There is no dual citizen
ship, one of the Union and the other of the States. 
In this respect, the Indian Union basically differs 
from the American federation which recognizes a 
dual citizenship and consequent diversity in the 
rights of the citizens of different States. This im
portant difference between the two countries is due 
to their different historical backgrounds. Whereas 
the American Federation was the result of an agree
ment between preexisting independent States, in 
India the position was significantly different. Before 
the formation of the Indian Union, its units did not 
have the status of sovereign independent States. 

1.3.07 ln firm consistency with their resolve to 
constitute a Federation with a Strong Centre, the 
framers of the Constitution made an elaborate dis
tribution of governmentd powers-legislative, admi
nistrative and financial-between the Union and the 
States. To make it strong, they gave weightage 
to the Union, allocating to it dominant and relatively 
larger powers. 

1.3.08 The Union legislature or Parliament has 
two Houses, the Council of States (Rajya Sabha) 
and the House of the People (Lok Sabha). Unlike 
in most federations, representation in both is on the 
basis of population, through indirect election in the 
former and direct election in the latter. The Council 
of States has been given some special functiom 
regarding matters effecting States, while the House 
of the People has been given some special role re
garding financial matters. States have been given 

"· Cvn.'itiwi.!Jh Assembly De.! bates (Reprint); Vulume VI( 
page 43. 
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some flexibility about having bicameral or unica-
meral legislatures. . 

1.3.9 The, subject cf Usgisl: tive P( \Hr h:.H bun 
classifie~ into three Lists- Union List (List I), 
State . List (List II) and the Concurrent List (List 
III) . 111 the Seventh Schedule of the Constitution. 
Parliament has the exclusive power to legislate in 
respec~ of matters in the Union List. Similarly, 
exclusive power has been confened on the State 
Legislatures with respect to matters in the State 
List. Parliament, and the State Legislatures, also, 
have power to make laws on any matters in the 
Concurrent List (Articles"-245 and 246 read with 
the. Se.venth,, Schedule). Kesiduary powers of 
legi;latwn have been vested in Parliament (Article 
248 rearl with'LEntry 97, List I). 

1.3.10 Normally, the executive powers of the Union 
and the States are co-extensive with their legislative 
powers. However, with nspcct to matters in the 
Concurrent List, lhe executive power remains with 
the States unless the Constitution, or Parliam~nt 
by law expressly provides otherwise (Articles 73 
and 162). It is partinent to note that the powers, 
both of the Umon and the States are derhed from 
the Constitution and, a such, are subject to the l'mi
tations provided therein. 

1.3.11 The Constitution makes a distribution of 
taxing powers between the Union and the States. 
The fields of taxation have been enumerated either 
in the Union List or in the State List. There is no 
subject of taxation in the Concurrent List. The 
Constitution recognioes that the financial resources 
of ~he States may not. be. adequate for discharging 
their onerous responsibilities. It, therefore, envi
sages certain tax revenues raised by the Union to 
be shared with the States. It provides not only 
for their distribution between the Union and the 
States but also illler se among the States on the re
commendations of the Finance Commission (Articles 
268 to 281). 

1.3.12 It is noteworthy that, thou~h the Consti
tution creates a dual polity based on divided govern
mental powers, this division is not watertight. lt 
is flexible. The large concurrent sphere let alone, 
several entries in the State List have an inter-face 
with the Union List. Such Entries are either subject 
to ce11ain Enu ies in the Union List or Concurrent 
List, or a law made by Parliament. 

1.3.13 Introducing the draft Constitution, Dr. 
Ambedkar pointed out that y,hen diversity created 
by division of authority in a dual Polity goes beyond 
a certain point it is capable of producing cllaos. 
In this context, he emphasised : 

"The Draft Constitution has sought to forge 
means and methods whereby India will have 
Federation and at the same time will have uni
formity in all basic matters which are essential 
to maintain the unity of the country. The means 
adopted by the Draft Constitution are three :-

(1) a single judiciary; 

(2) uniformity in fundamental laws, civil and 
criminal; and 



(3) a common All-India Civil Service to man 
imp~runt posts.5 " 

There are other special features also which highlight 
the predominance of the Union. 

Supremacy of l;nion Legisiath·e Power 

1.3.1-t Where, with respect to a matter, there is 
irreconcilable conflict or overlapping as between the 
three Lists of the S, wnth Schedule, the legislative 
power of the States must yield to that of the Union 
[:-.lon-obstant~ claus,s in Article 246(2) and (3)]. 
A law made by a State legislature, repugnant to _a 
law made bv Parli<lment or an existing law apph
cable in that State. iu regard to any matter enumerated 
in the C.mcurrent List, shall be void to the extent of 
repugnancy [Article 254(1)]. However, i~'suc~ a 
State l .. w having b~~n reserved for the c,cns!<J~rah,_n 
of P:csid_m receives nis ::;,sent, if it silull remam 
operative [clause (2) of Article 254]. Nevertheless, 
Parliament may amend or repeal such State law 
notwithstanJing the President's assent. 

1.3.15 Every citizen in a State is subject to the 
operation of the laws of the Union and the States. 
Implementation of the Union laws could be entrusted 
to either a separate Union agency, if any, or to a 
State agency. The latter course has been followed 
in our Constitution in regard to a large number of 
Union Laws. Articles 256 and 257 cast obligations 
on the States to comply with Union laws and the 
existing laws, and not to impede the exercise of the 
executive power of the Union. The Union is au
thorised to give such directions as may be necessary 
for this purpose. 

1.3.16 If a State fails to comply with any valid 
executive direction of the Union Government, it 
shall be lawful (urder Article 365) for the President 
to hold that a situation has aris<n in which the 
government of a State cannot be carried on in 
accordance with the provisions of the Constitution 
and,· therefore, warrants action under Article 356. 

Entrustment of Union Functions to the States and 
vice versa 
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1.3.17 Article 258(1) enables the President to 
entrust with the consent of the Government of a 
State to that Government or its officers notwith
standing anything in the Constitution, functions in 
relation to any matter to which the executive power 
of the Union extends. Under clause (2) of Article 
258, Parliament may by law confer powers and 
impose duties on a State Government or its officers 
and authorities, notwithstanding that it relates to 
a matter with respect to which the legislature of the 
State has no power to make laws. The consent of 
the State Government is not a condition precedent 
for exercise of the power under this clause. Article 
258A provides for entrustment, by a State, of functions 
in relation to any matter in respect of which the 
executive power of the State extends with the con
sent of the Government of India to the latter or its 
officers. 

"· C Jn,;i.l.!::nl A ,~rnbly D...:b tL:~ (Rc;;rin.t), VJlumc Vlf, 
Page> 36--37. 

Control of the Union Executive over State Legisla
tion 

1.3.18 The control of the Union Executive over 
State [ecrislation reserved for the consideration 
of the President is another spedal feature of the 
Constitution. Article 200 provides 1hat a Bill passed 
by a State Legislature shall be pre<en_tcd to the 
Governor who may assent, wtth.hold hts assent or 
return the same for reconsideration by the Legislature. 
However if it is again passed by the State Legislature 
with or :.Vithout amendment, he shall not withhold 
his assent. The Governor may also reserve the 
Bill for consideration of the President (in efl"ect 
the Union Council of Ministers) \\ho may in turn 
signify his assent withhold the same or return it 
for re-conside1ation. However. in contrast to the 
position of the Governor, th~ President n~ed not ~ive 
his assent when such a B>ll IS returned w1th or wtth
out amendment after reconsideration by the Legis
lature of the State (Article 201). There are special 
provisions also, some of w; ich were inserted by sub
sequent Amendments, which require certain type 
of State Bills for certain purposes to be reserved 
for the consideration of the President. • 

1.3.19 Another uuique feature 'f constitution 
is that it enables Parliament to legislate with respect 
to a matter in the State List if the Council of States 
by a two-thirds majorit:>: ?f the members present 
and voting, declares that 1t IS necessary or exped>ent 
to do so in the national interest (Article 249). Such 
a resolutions remains in force for a period not 
exceeding one year. 

1.3.20 The Constitution also enables Parliament 
to legislate in respect of any matter in the State 
List, if resolutions to that effect are passed by the 
legislatures of two or more States. Any Act so 
passed may be adopted in like manner by the Legisla
tures of other States (Article 252). 

Emergency Provisions 

1.3.21 During the two World Wars, even the 'classi
cal' federations functioned as 'unitary' governments. 
This was made !><'ssibl· by the widest im,rprd::tion 
pc t by the cou~ts on the . "Defence Po~er" veste? 
in them by the1r Const1tutwns. The Ind1an Consti
tution makes express provisions in this regard in 
Articles 352, 353, 354, 358 and 359. This special 
feature was described by Dr. Ambedkar as follows : 

"All federal systems including the American 
are placed in a tight mould of federalism. No 
matter what the circumstances, it cannot change 
its form and shape. It can never be unitary. On 
the other hand the Draft Constitution can be both 
unitary as well as federal according to the require
ments of time and circumstances. In normal 
times, it is framed to work as a federal system. 
But in times of war it is so designed as to make 
it work as though it was a unitary system ....... . 
Such a power of converting itself into a unitary 
State no federation possesses .............. "' 

•. First Proviso to Article 31A(i) Provisc• to Article 31C, 
Articles 254 (2) and 288 (2) end Proviso to Article 304 (b) reed 
with Article 255, arc examples of such provisic ns. 

'· Constitutent A'5embly Debates (Reprint), Volume VII, 
p:· ses 3'1-35 .. 



1.3.22 The Constitution provides for proclamation 
by the President of a grave emergency whereby the 
securit~ of India is threatened by war or extc rna! 
aggressiOn or armed rebellion (Article 352). When 
such a Proc.Iamation is in operation, the Union may 
assume for Its organs all the legislative and executive 
powers of the State. Consent of the State Govern
ment is not a condition precedent to such assumption 
(Article 353). A Proclamation of Emergency has 
the effect of converting the State List into Concurrent 
List ; and therefore, if Parliament legislates on any 
subject in the State List, the State laws, to the extent 
of repugnancy, shall be null and void and the law 
made by Parliament shall prevail. The executive 
powers of the State also become subject to the Direc
tions of the Union as to the manner in which 
these powers are to be exercised. 

1.3.23 Another important feature of the Con
titution (Article 355) is the express provision casting 
a duty on the Union to : 

(a) protect every State against external aggre
ssion, and internal disturbance; and 

(b) ensure that the government of every State 
is carried on in accordance with the provi
sions of the Constitution. 

1.3.24 'Public Order' is the responsibility of the 
States. However, a State Government may require 
the assistance of the· Union's armed forces for this 
pt rpose. In case of a serious disorder amounting 
to 'internal disturbance', the Union may deploy its 
forces, to put it down. 

1.3.25 If the President on receipt of a report from 
the Governor of a State, or otherwise, is satisfied 
that a situation has arisen in which the government 
of the State cannot be carried on in accordance with 
the provisions of the Constitution, he may by Pro
clamation assume to himfelfall or any of the functions 
of the State Government or all or an~· of the powers 
vested in or exercisable by the Governor or any 
authority in the State. He may also declare that 
the powers of the Legislature of the State shall be 
exercisable by or under the authority of Parliament 
(Article 356). The purpose of Union intervention 
undet this Article is to remedy a break-down of the 
Constitutional machinery in a State and to restore 
its functioning in accordance with the Constitutioil. 

1.3.26 Yet another type of emergency, namely, 
Financial Emergency is envisaged by Article 360 
of the Constitution. If the President is satisfied 
that a situation has arisen whereby the Financial 
stability or credit of India or of any part of its territory 
is threatened, he may proclaim a financial emer
gency. When such an emctgency is in operatk.n, 
the exeuctive authority of the Unic.n extends to the 
giving of directions to any State for the purpose of 
securing observance of canons of financial pro
priety. 

1.3.27 In all the above-noted cases, the 'President' 
actually means the Union Council of Ministers in 
as much as und,r Article 74 he is required to act 
on the aid and advice of the Council. 
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Inter-Dependence and Mutual Co-operation 

1.3.28 Federalism is not a static paradigm. It 
is a changing no tic n. The classical cc ncept of 
fed~ratit n which envisaged two parallel gc vernrnents 
of co-ordinate jurisdicticn, operating in isolation 
from each other in water-tight compartments, is 
nonwhere a functional reality now. With the emer
gence of the Social welfare State, the traditk nal 
theory of federalism completely lost its ground. 
After the First World War, it became very much 
a myth even in the older federations. By the middle 
of the Twentieth Century, federalism had cc me 
to be understood as a dynamic process of co-operation 
and shared action between two or more levels of 
government, with increasing inter-dependence and 
Centrist trends. The framers of the Constitution 
took due note of these changing concepts and 
functional realities. Avoiding a dogmatic approach, 
they fashioned a sui generis system of two-tier polity 
in which the predominant strength of the Union 
is blended with the t ssence of co-operative federalism. 
Several features and provisions of the Ccnstitution 
appear to have been deliberately designed to insti
tutionalise the concept of co-operation. 

1.3.29 In the legislative sphere the most important 
of these is the provision of a fairly wide field of 
Concurrent jurisdiction. The framers recognised 
that there was a category of subjects of common 
interest which could not be allocated exclusively 
either to the States or the Union. Nonetheless • uniformity in the main principles of the law on those 
subjects was considered essential in the naticnal 
interest. They, therefore, included them in the 
Concurrent List. 

1.3.30 Several entries in the Union List are expre
ssly interwined with certain items in the State List. 
These entries have been so designed that Parliament 
may, by. making a declaration by Ia w of public 
interest or national importance, assume to the extent 
so declared, jurisdiction to legislate on the connected 
matters in the State List. Examples of matters 
in this category are provided by entries 7, 23, 24, 
27, 32, 52, 53, 54, 56, 62, 63, 64 and 67 of the Union 
List. Such entries having an interface with the 
State List, in a way, disclose another field of 'over
lapping' responsibiliy. Ov~rlap as between the 
Lists may also occur when aspects of the same subject 
are put in more than one List. For example, different 
aspects of 'trade and commerct' find mention in 
all the three Lists ; namely, Entries 41 and 42 in List I, 
Entry 26 in List II and Entry 33 in List III. From 
certain mattres in List II a portion has betn carved 
out and specially put in List I. Entries 13 and 32 
of List II and Entries 22, 43, 44 and 91 of List I 
are instances of inter-linked matters cutting across 
inter-List boundaries. Th~se criss-cross patterns of 
the Entries in the Lists indicate not only flexibility 
in the division of powers but also postulate co
operation between the Union and the States in their 
working. There are inbuilt techniques, inter alia, 
in Articles 246 and 254 for resolving conflict and 
ensuring harmony and co-operation between the 
Union and the States in the exercise of their legis
lative powers in areas of over-lapping jurisdiction. 



Forums for Co-ordination 

1.3.31 The Ccmstimticn emisagcs forums lot· 
re~olving issues and ensuring co-orUinaticn l;f pl hey 
a.nJ .1cttc n in the exc:cise of governmental functi,,ns 
by the Un~c1n and the States. Arudc 263 enables 
ttl.e President to cstublish an Inte:-Statt c, uncil 
l""c1~ enquiring into and advising up,,n Jisputes between 
Stal~s and l"ur investigating and lliscussing subjects 
in wnich svme or all of rae St.1tes, or tl1e Univn 
u:l. clUe or more of the States have Ccll1ll110n interest 
and to make recommendaticms upon any such sub
ject, particubdy t""c'r better co-oniinatic,n of policy 
and action with respect to such subjects. 

1.3.32 In the area of inter-State trade and comm
erce the Constitucion co,,t,mplates the appointment 
of an authority for carrying out the pur;:oses of 
Articles 301 to 304 (Arucle 307). Parliament he1s 
also been enabled by law to provide for the adjudi
cation of disputes relating to waters of inter-State 
rivets or river valleys (Article 262). Inter-State 
River Water Disputes Act, 1956 provides tor the 
constitution of Tnbunals for adjudicaticn of such 
disputes. 

Role of the Judiciary 

1.3.33 The role and s(ructure of the iudi·;iJry 
also institutionalise the idea of co-ope:-ative federa
lism. Although the ConstitutiOn empowe~s Parlia
ment to establish separate courts iur entorcement 
of Union laws, it has, in the interest of unity and 
intea;tty of the nation and ecvnomy, Cc'ntinued the 
syst~m of a single integr~ted judiciary for the Uni0n 
and the States. The Supreme Court 1s at the apex 
of the combined judicial system. A;·ticle 131 confers 
exclusive original jurisdicttcn on the Sup~eme Court 
to decide sutts betw~n the Union and the Stutes 
and the States inter se. Judges of the Supreme 
Court are appointed by the PtesiJent (in effect, 
the Union Government) alter cc nsult,!licn with tne 
Chief Justice of India and mch judges of the Supreme 
C0urt and the Htg:1 Ccurts as the PresiJent may 
deem neeessacv. Fot every Sc"-L or a group of States 
and a Union' Te~ritory, there is a High Court. 
Judges of a High Cuurt are ap?oint~d by tht. Pre
sident after c0 nsultattcn wtth tile Cmef Justtce of 
the rii~h Court, the Govc:;·nor (tn .!feet, the Si<:t" 
Gover;;:ment) and <he Chief Ju>ti~e of India. 

!.3.34 With a vie.v to mc~.tnt~i.amg the constitutional 
divi;ion of oowers, Lle C.:onstttuttvn authorises the 
Courts to r~view and pronounce upon the Consti
tuuonal vares of th. legislative and ~xecutive actions 
of the Union and tne :;t<ileS. The rule of the judi
ciary in Indta, as in most_ federations, is one of 
g;.~ardian of the ConstttUtJoll. As. Cunstttuttonal 
mtc;>r !ler' tJlC Cc• u;·ts ill the c' !de; tcdec·attons ha Vt, 

played a signiii~ant role Ill bala ncmg. the clauns 
oi the ieje.~ .. d pOW\!~· and the ngn_ls 01 t~c :unstl
tuent units but genc:aily w1th \V-.":iJhLagc m 1avour 
of the fo~~e~. Tne Sup;·eme Court oi the United 
States and ti1e High C;:,uit ';I Au.;t;·aiia have, t~;·ough 
eXparuive inte:pretatton ul Lact> rc,pecttve ..__ons!l
tutions, imm...:r.sclv JW;;·c:u:-,eJ the powc.-s of their 
n::tti· nal :J;Ovc:-nments \',ilh :dati .. ·c Uedin~ (,L Li1u:1c 
of the Stat,.:;. In In·jJ<.·., \.he comprchcn:ltVc natu,·c 
vf tn; Cun>titution, tit d.tailcd ~numeration 
of the powers of the Union and the States and the 
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comparative etlse with \\hich the Cc nstJiutic n cr.n 
be amended, limit the sec pe for brmgmg about, 
through judicial interpretatttn, lillY substantt&l al
tcraticn in the bal;.nce e>f Untc n-State rela!lc us. 
There arc only a l'cw judgements. of the Supreme 
Ccurt in this a:·ea, de~ ling dt>cctly wtlh Ccnstttuttc.nal 
issues between tl1e Uniun and tile Sli. tes. A revtcw 
of these judgements W< uld :;how tllt.c most of them 
have, in etfect, upheld the primacy of the Unton 
vis-a-vis the States. The need for a strong Ullltcd 
India which was the prime o bjcctivc before the 
Constitutiun-framc,·s, uppca;·s tc h:.tve bee~ the 
sil.nt rr.misc dominating the process of adJudica
tion of Union-St.1te disputes in tllc.>e cases.• 

4. POLITICAL Ai'iD SOCIO-ECONOMIC 
DEV ELOPJfENTS 

General 

1.4.01 Since 1950, Wilen the c,Jilstitution came 
into elfect, tbe;·e has been a rcvolutic,nary advance 
in science and technology. The wurld has entered 
the nuclear as well as space uge. Planes travel 
now severed times the speed of sound. Through 
satelltte communications and tdcvtsit n, anything 
h,tppenin" in one place can be visually and instuntly 
Pcrceived

0

in all parts of the world. The rapidly 
increasing popuiJticn with its ccnccmitant problem5 
has added another dimension to the world scenario. 
Intern.ltional and int;·a-naticnal me bility of pee pic 
has also tt·emendously incre~scd. Social and cultural 
intercourse between PcvPies witltin and across in

'tcrnaticnal bcundaries is growing. Old ccnccpts 
are yielding place to new. As a result of the changing 
attitudes, tl1inking and expcctattcns of the pee-pic 
f.-om a welfare State, thecc is hardly any walk of 
life that remains untouched by the activities of 
government. The functtenal methc do logy of federal 
systems, wc,dd over, has also been undergoing change 
with this ciwnging envir,nment. The centralising 
trends w11ich were just discernible when the Indian 
Con titution w<:s Ln the anvil, a<e nuw manifest 
realities of gigantic propC:rtiun in most federations. 

I .4.02 However, this phcno mcnal spurt in ~cientific 
and technological advance is not an unmixed ble
ssing. It has thrust into the hands of ambitil·us 
nations weapons of mass destructic-n. This has an 
inevitable impact on the cuncept of \lcfence'. The 
defence ;equirernents of nations have considembly 
inc:eased. Even in peace-time, defence capability 
now requtres a healthy pecple, «dvanced scientific 
and technical educatiLn, sophi;,ticatcd industrial 

"'· Auab.ln r~:a Co. L~u... v. 3ult: uf A-,:.ctul 1 ~o. (1) 
SCR 809 

B.tbu Lot Parate v. St:tte of Bomb, y i960(1) SCR 605 
State of West Bengal v, Union of Indic t964 (!) SCR 371 
In Re Sea Customs Act (•964) 3. SCR 787 
Automobile Transport Ltd., v. State of Rajasthan 1963(1) 
SCR 491 
Union of India v. H.S. Dhillon 1972(2) SCR 33 
State of R..Jjasthan v. Union of India 1978(!) SCR 1 
Kam.,t.•ka v. U11ion of lnJia l 978(2) SCR 1 
AmH1ra P,· u.lc~h Ro.J.d Tr..tnsport Corpon. .. don v. Union of 
India !964(7) SCR l 7 
In Re Coffee Board 1970(3) SCR 147 
Mohamed Serajuddin v. State of Orissa 1975 (Spp.) SCR 169. 



self-sufficiencv, civil defence. continuous improve
ment ~nd n1odcranisation 0f we~prnry to 111~1tch 
that of a possible enemy. These requirements now 
extend even to areas of domestic policy-making. 

1.4.03 While under the in~xombl pr ssures of 
various conceptu~l. technological, demographic and 
other factors innic~ted above. th~ role of the national 
government in a.ll countries havi•1g a two-tier polity, 
has immensely expanded, the functirning of their 
system has prcgressiv~lv become a co-operative 
process of shared responsibilities. 

' The United States of America 

1.4.04 In the New De~.! era of bte 1930,, the 
g<wernment~l s~•stcm even 0f the Uniterl St~1tes, 
the classical federation, entered a new phnse. 
Through a series of decisi0ns, their Supreme C0urt, 
by a liberal construction of the Police, Commerce, 
Taxation and Sp~nding P<'wers under their Con
stitution, pr~ctica lly left it to the C0ngress to deter
mine bv legislatirn whH w~s a 'nati0nal purpose', 
'national interest' or 'nati0nal <'hiective' for evalua
ti<'n of the m<'prsals fnr ferleral airl nrngrammes. 
The resulting prnliferntirn 0f the ferle•al pnver 
ccntinued thrcugh the 1950,, This centralising Pro
cess gained m~'mentum after 1960. The extensi0n 
nf the Po lie~ ll"Wer w~s snecinlly n0t~ ble.9 By 
1980, the f~<\eral r0le had be~"me 'big~r. bc,,nder 
:md deeper', c0vering a wide rnnge nf gove,-nmental 
functinns in new fielns which had hitherto been the 
exclusive or prerlnminant r•escrve of the SIMes or 
their local suh-divisic.ns. The regubt0ry wle of 
the ferleral g"wrnment directly cnvererl big business, 
labour, agriculture. communiccticn~. tr<ln~flCY!'tnticn, 
b~nking, securities, envirl'nrn~nt, health ~nd safety, 
ccnsumer protecticn and soci~•l equalitv areas. It 
also got innire"tly expanrlcd thr<'ugh the me of 
grant conditions as means of furthering national, 
social, envir0nmental, agali•arian and other goals. 
While the dominant ethic of the fede•al grant 
system was still largely the cn-nperative one, in pra
ctice. it had be:ome co-optive and dysfunctional.10 

Canada 

1.4.05 The British North America Act, 1867 
(renamed in 1982 as the Cnnstitutinn Act, 1867) 
placed only two subjects, viz. Agriculture and Immi
gration, in the concurrent legislative field of the 
Dominion and the Provinces. Classes of Subiects 
alloc'.ted to the Dominirn and the Provi.nces 
were also indicated in Sections 91 and 92 of the 
Act. The residuary powers with respect to un
specified Cia sse~ of Subjects were left in bre-ad terms 
to the Dominicn. The centralising tendency in the 
Canadi,.n Cnnstitution was temper,~rl by jurlicial 
pronouncements of the Privy Council. However, 
the exDerience nf the working· of the system soon 
led to- the realisation that most problem~ required 
joint action by the federal. and provincial govern
ments. In recent years.a fatrly large field of de(acto 
concurrency has emerged. After the mid 1950s, 
a "consociati0naJ"type of federation was gaining 

__ ('}) " ·.~ t\ 11 !'< 1 ·,!~ VL I u ·c1110'cr VI on-· "E'11e .. gcncy Pi"O· 
· vidrm'i". 

(10) Rcoort of the Actvi~:"~ry C0mmi.;;sicm on In!erg21vern
menlal Relations in USA-June !9RI. 
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favour gradually overcoming formAl demarcation 
of Pe>w~rs in the Cnnstituti0n Act. Tn this type of 
federation, accnrdinf! tc ni!L expert11, the dnminant 
principJc of Ci'-opcration is given practical shape 
thr<'ugh juint endec•vours and a ccntinuing dirlqme 
between the Federal Government and the federating 
units. This type of co-operntive fede1·alism has 
been ushered in Canada by VMinu< rle'"ices. Principal 
among these were conferences of the Federal Prime 
Minister and the Provi•ccial premiers. It has ccme 
to be one of the most erucic·] instituti0ns of Canadian 
federalism. Allocation or shari"g 0f revenues and 
tax fields, equalisation grants, unified contrcl of 
borrnwings h~ve been other extra-cf'nstituticnal 
methcds to resclve fin~ncial prnblems of the f,,rlera
ticn. Thus, in Crnada also, the system has assumerl, 
nn the basis of practical arrangements, a de facto 
form of co-operative federalism transcend in)! the 
boundaries fnrmally designated in its Constituticn.l2 

Australia 

1.4.06 In Australia, liberal interpretati0n 0f its 
Constitution by their High Court has helped to 
increase the P<'Wers nf the Federal Government. 
Its financia I re~nurces ena blec1 it to expann its rrle 
through th~ instrument of financial grants to the 
States. Many ot'cer factors-social, nolitical end 
economic-have also contributed to tl e growth of 
the Federal power in Australia. Tn West GermPny 
and Switzerlnnd also, the trend has been broadly 
similar. 

Functional Trends in Union-State Relations in India 

1.4.07 In India, the bst 37 vcars of the working of 
the Union-St;,te reJ:,ticns witnesserl cc-ntinuom' ex
pansion of the responsibilities of the national govern
ment. The role of the Union now extends into 
areas in the State fi, ld. This extension has come 
about as a result of the k!!islative and executive 
action of the Union. 

1.4.08 The Union has through the exercise of its 
dominant legislative power taken over functinns 
which normallv were to be left to the States. Acts 
passed by Pariiament by virtue nf Entries 52 and 54 
of the Union List are tvpical examples. Unner 
Entry 52, Parliament has passed the Industries (De
velopment and Regulation) Act, 1951. As a result, 
the Union now controls a verv large number of 
industries mentioned in Schedule J tn- the Act. The 
Constitutional effect is that to the extent of the control 
taken over by the Union by virtue of this Act, the 
power of the State Legislatures with respect to the 
subiect of 'Industries' under Entry 24 of the State 
List, has been curtailed. This Act also brings nnner 
Central regulation a_I!Ticultural products such as tea, 
coffee, etc. Similarly, Parliam:nt has. by making 
the reonisite declarati0n of public interest under 
Entry 54 of the Union List. enacted the Mines and 
Minerals (Development and Regulation) Act, 1957. 
The legal effect is that to the extent covered bv this 
Act, the legislative powers of the State Legislatures 
under Entry 23 of the State List have been omted. 

(11) T)·. Yt: w·,:,.w, ·~vf~n•,,!~, "Pe·rnan(~nt C;.nr-t f'f A·l,i
t···~i-..,11, C n·~t· '"~n<l ··nth,rofm··nyb~·;.k~.interalia, on 
the C'n ·clhn :lnd Wec;t G~··m]n C::mc;;fituticms. 

(12) Dr. McWhinny, ibid. 



P;lrliam~nt enacted under Entrv 33 of the Concurrent 
List the Ess~ntial Commodities Act, 1955 t,, re
.,uJ,ne tr.tde and Ct11llm~rce in many essential com
m 1lities including ce~tain agricultural products. 
A lrge num:,cr of Union laws, including existing 
laws. relating to matters in the concurrent field. 
are in o"eration. These include the Civil Procedure 
Code and the Criminal Procedure Code, 1973. To 
the e'l:tent. the Cc1ncurrent field is occupied by a Union 
law. the pJwer of the State Legislatures to enact 
a Llw in variance with it. becomes inoperative. Power 
u.n~er Articles 200 a~d 201 and other special pro
vJSr,,ns (some of whtch were inserted later) have 
also enabled the Union Executive to centralise control 
over State Legislation. The reservation by the 
Governor of State Bills for Presidential considera
tion with respect to matters in the Concurrent List. 
abo contributed to the expansion of the power of 
the Union government. 

1.4.09 Centralised planning through the Planning 
Commission is a conspicuous example of how, 
through an executive process, the role of the Union 
has !'l:'en·ied into areas, such as ag•icultuce, fisheries, 
soil an 1 water con~ervation. minor irrigation, area 
deveh'lm:nt. ru•al reconstruction and hou .ing etc. 
which lie within the exclusive State field. The Pla,
ning Commission was set up by a resolution of the 
Union Cabinet in 1950. Primarily, the Commission 
was charged with the duty to prepare plans for the 
m Jst effective and better utilisation of the country's 
resryu-ces. The Constitution envisages that fiscal 
resources would be transferred to the States on the 
recommendation of the Finance Commission. But, 
in n-a~tice, the role of the Finance Commi'5ion has 
com~ to b~ limited to ch'lnn~lising of revenue trans
fers (including a very small capital comoonent) 
only. The canital resources (incl··ding a revenue 
com'l'lnent) for planned development, are now 
tnmferred on the recommendation of the Plann;ng 
Commission. 

1.4. I 0 The. National Development Council, which 
was set up m 1952 by a resolution of the Union 
Governm~nt, is supposed to be the highest deli
berative body in the field of Pla·wing. It includes 
the Prime Minister (as its Chairman). the Members 
of the Planning Commission and the Chief Ministers 
of all the States. Its function is to oversee the 
working of the Plans from time to time, to consider 
imn'lrtant. questions of social-economic policy affe
ctmg natwnal development and to recommend 
measures for implementing the aims and targets set 
out for the National Plans. 

I .4. I I !hese institutions were expected to play 
an effecttve role as adequate forums of consultation 
and co-operation between the States and the Union 
but within a centralised framework. ' 

Current Scenario 

1.4.1~ Vfe now consider the consequences of tht' 
dynamrc rnterplay of various forces both at the 
nall'>nal and sub-national levels in India givin,e; 
rrse to a set of situations, or, what may be called 
the present imperati:-es, affecting the working re
lationship of the Unron and the States. 
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Socio-Economic Changes 

1.4.13 The last 37 years have seen many changes 
in the socio-economic and political fields. When 
the Constitution came into force in 1950, India wa! 
just emerging from her colonial past with its social 
stratification, allowing very little mobility. The old 
feudal system was still very much in evidence. In 
the rural areas, the Zamindari system and the rich 
absentee land-lords held sway over precarious ten:1nts 
and share-croppers. In the urban areas, the Govern
ment servants, professionals and the trading classes 
had a clear edge over the technicians and the arti
sans. No doubt, during this period, the Zamindari 
system has been abolished, tenancy reform has been 
lar~ely implemented and land ceiling laws have been 
applied wit~ varying degrees of success. Yet, much 
more remams to be done. 

1.4. I 4 Economic development has led to the growth 
of an affluent community of gentlemen farmers who 
now form the rural elite and the landless labourer 
continues to· struggle to maintain his place at the 
periphery. There has been a sea change in agricul
ture-a subsistence economy has yielded place to 
surpluses and a market economy, with almost , 11 
crops having a market relevance in the country. 
Migration of agricultm allabour seeking employment 
in the more agriculturally advanced areas has been yet 
another significant development. In the urban areas, 
a new class of entrepreneurs, many of them immi
grants. has emerged, who have by hard work and 
perservence established many a successful enterprise. 
Large business houses have also put highly sophi
sticated industries all over the country. One of the 
most significant gains of the last three and half 
decades of development is the emergence of a vast 
common integrated market with mobility of capital 
and skilled labour. Investment opportunities are 
perceived with reference to factors of production 
seen on a national basis. 

1.4. I 5 Another important feature has been the 
pace of urbanisation and the sharp increase in po
pulation in the entire hierarchical structure of urban 
conglomerates starting with metropolitan cities to 
small municipalities. The urge to get away from 
the drudgery of village life or its caste identities, 
or the quest for better job opportunities, are some 
of the factors which have contributed to exodus 
from villages to cities, and across inter-State boun
daries. Apart from this, the poor immigrants are 
inevitably drawn into the slums which abound in the 
metropolitan cities and large towns. Deprived of 
even the basic amenities, these dwellers of shanty 
towns, living in the shadow of the affluent, nurture 
an intense hatred of society itself. The sadism 
building up within them, requires but a spark to 
explode into full-scale savage rioting. The problems 
related to them are no longer considered to be the 
exclusive concern of the States and their local bodies. 

1.4.16 The metropolitan areas, with high degree 
of industrialisation, have become multilingual islands 
surrounded by rural-unilingual seas in almost all 
the States. These have provided scope for some 
unscrupulous elements to whip up antagonisms 
based on language with a view to securing narrow 
political gains. 



1.4.17 Free flow of int~r-State trade and com
merce has perhaps been the most outstanding achive
ment during this period. Massive investments in 
socio-economic development under Central guidance 
have also contributed very largely to the strength 
of the nation, but with large regional variations. 

Political Changes 

1.4.18 The political scene has over the last three 
decades undergone a major transformation along 
with other aspects of national life. At the time of 
Independence, the Congress Party occupied a pre
dominant position in national life. Leaders and 
many in the rank and file of this party were old freedom 
fighters who had come from the legal, medical ~nd 
academic professions. They had good educatiOn, 
patterned mainly on the Engilsh system and values. 
The GJngress Party formed the Government at 
the Centre and in the States for nearly two decades 
after Independence. In these conditions, Union
State relations under the Constitution were essen
tially an intra-party arrangement of the Congress. 
Differences between the State Governments and 
the Union Government were quite easily sorted out 
at the party level. Stalwarts at the Union and those 
in the States acted with a sense of mutual respect 
and accommodation. As the old guard of the pre
Indep:ndence days began to vanish from t~e political 
scene by sheer effiux of time, the compos1Uo~ of the 
Congress Party underwent a change partlcula~ly 
in the States. The new political leaders were dis
tinctly different from their predecessor~. They. :vere 

' younger and not steeped in the Gandh1an traditions 
of the pre-Independence era. Political life was not 
seen as in the days of the freedo.m struggle, as .a 
sacrifice for the nation. Rather, It became a poli
tical career and a means of reaching for power and 
pelf in varying proportions. It was no long~r the 
lawyer or doctor sacrificing a l_ucrative. l?ractic7. or 
the teacher throwing up his calling to JOlll poht1cs. 
It was the local leader commanding money, muscle 
power and caste or communal loyalties who ca~e 
to the forefront of State politics. In a sense, this 
process was inevitable with the growing vacuum at. t~e 
top and the new mores and ethos of electoral politiCS 
which afforded no place-and gave no quarter
to those who did not acknowledge the ~ew. rules of 
the game. Starting with nationa~ parties m 19~7, 
a span of me~e twenty ye~rs w1tness~d the ~1se 
of regional parties and the spht of the natiOnal parties. 
The developments of 1967 came to stay. 

1.4.19 The Indian Constitution contemplates elec
tion of representatives both to. Parliam~nt .and to 
the State Legislature on the basis of temtorml con
stituencies. This led to replacement over the 
years of ideology-oriented intellectuals by vote
bank-based political leaders in the .power structure. 
Their vision and approach to nat1~mal and loc~l, 
long term and s~ort term a~d basic and populist 
issues, varied widely. Populism became a much 
more important factor for them .and the ne_w genera
tion of politicians found it essential to comb me money 
and manpower with populist slogans, to . capture 
an-t stay in power. In the absence of the Idealism 
of the freedom struggle, very often the success or 
failure has come to depend to a large extent on the 
shifting loyalties of factions .owing allegiance to an 
individual and none to any Ideal. 

4-325/87 
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1.4.20 Wherever the majority in a territorial 
constituency, although with general electorate, could 
be swayed by commwtal (or linguistic) slogans, 
the behaviour pattern tender to be nearly the same 
as in a territorial constituency, with separate elec
torate, which had led to the creation of Pakistan 
and had been firmly discarded by the Constituent 
Assembly. 

1.4.21 Elections have become today very costly with 
all round allegations of corrupt practices. Controltor 
influence over the State machinery secured at large 
expense has to be increasingly used by politicians to 
give as quid pro quo special advantage to those mo
neyed interests who help to meet this expense It is 
inevitable that such a development should result 
in retreat from politics of those who did 
not conform to the realities of power play. TI10se 
in power at the national level have been obliged 
to use diverse strategies and tactics, which were not 
always sound from long-term interests, in order 
to maintain their hold on the State level forces. 
It was not uncommon for the national level leaders 
to Jay down high principles for selection of candidates; 
but the political machinery was in the hands of the 
local bosses whose only concern was winning the 
elections. This Jed to selection of candidates based 
on communal and caste grounds. 

1.4.22 Local bodies have always played an im
portant role in India. They were the cradle for 
the emerging leadership in ~he second. half of the 
nineteenth and early twentieth centunes. Unfor
tunately, over the years, these have, for all practical 
purposes ceased to be significant for power-sharing. 
The safety valve which local ~odies pro:vi_de f~r 
minority communities to effectively participate m 
the governance of the country, was often abandoned 
thoughtlessly for small immediate advantage. ~e 
consequences have been se_rious in a comp~site 
society like ours. FrustratiOns of the. depnved 
communities have often Jed them to g1ve up the 
Constitutional path in favour of violent agitations. 

Growth in Sub-National Forces 

1.4.23 In examining the various issues connected 
with Union-State relations, it would be useful to 
recognise that a number of problems between thL 
Union and the States arise in matters not directly 
connected with the various provisions in the Con
stitution. These are nevertheless important because 
they have an impact on the working of constitutional 
arrangements between the Union and the States. 
These problems are distinguished ~y the fact that 
they arise not so much from the actions of the State 
Governments or the Union Govern111ent but from 
various groups which operate both at the State 
and the national levels. 

1.4.24 Although they all start with different b~~es 
and address themselves to different gr?u!' affinities 
and sensitivities, the common ch~racte_r1stic of ~!~any 
of these groups in a plural society hke ours Is to 
promote sub-nationalism in a manner that ten.ds 
t 0 strengthen divisive forces and weaken the umty 
and integrity of the cou~try .. V~r:f. often the sub
nationalist sentiment wh1~h IS I~Itially. based on 
linguistic, religious or ethnic groupmgs gams str~ngth 



with a blend of economic issues such as those 
relating to land. water ami regional backwanlnc:.s. 
One of the most significant developments has been 
the rise of linguistic chauvinism, rearrangement 
of the boundaries of the States on linguistic basis. 
imposition of the language of the majority in a 
State on the minorities and disregard of the special 
provision relating to language spoken by a section 
of the population of a State (Article 347), resulting 
in fissiparous tension. 

1.4.25 One State Government has observed that 
"with the reorganisation of the States on a linguistic 
hasis. these are no longer mere administrative sub
di\isons of the country with their boundaries for 
the most part a historical legacy. These are now 
,\eliberatelv reorganised homelands of different 
linguistic-cultural groups. These groups are, in fact, 
growing into distinct nationalities". An opposite 
view is that forces of modern communication and 
industry are working against such incipient localised 
hom~land idea by promoting country-wide mobility. 
inter-State migration and social intercourse of pecple. 
The whole of India is in fact now the homeland of 
every citizen of the country. That this should be 
the correct approach, was emphasised by the States 
Reorganisation Commission itself, which observed : 

"It is the Union of India that is the basis of our 
nationality. It is in that Union that our hopes 
for the future are centred. The States are but the 
limbs of the Union, and while we recognise that 
the limbs must be healthy and strong and any 
element of weakness in them should be eradicated, 
it is the strength and the stability of the Union 
and its capacity to develop and evolve that should 
be the governing consideration ... of all changes 
in the country."1• 

If a particular community, religious or linguistic 
~roun claims one region of the country as its home
land. it generates antagonism of other communities 
or groups both within that region and elsewhere: 
For, the very idea of "homeland" within a country 
implies a pernicious discrimination between 
the so-called original inhabitants or 'sons of the 
soil' and so-called 'immigrants' or 'outsiders' from 
other States. Practice and promotion of such un
healthy ideas eventually lead to creation of two 
or more classes of citizens all overt he country. While, 
at heart. thoughtful persons in all communities 
realize this danger, even they, with the motive 
tn g~in or maintain oolitical power,- eunhemistically 
disguised as 'political compulsions'- often find it 
expedient not to be less loud and hoarse than their 
more desperate rivals in swearing by this hyper
parochial credo. 

1.4.26 In analysing the origins of these tendencies. 
<;everal causes can be identified, both legitimate and 
pernicious. Among the more legitimate origins 
of sub-nationalist groupings can be included a 
'"'arch for identity. a need for security and the demands 
for a fair share in the national cake in terms of 
education. employm'!nt and industrial opportunities. 

1.4.27 Among the more Pernicious of these moti
vations can be recognised the role of vested interests 

Ill). 5••-e• R,,-~,n;;,tbn C''m11l"ion (1955); Para R7~, 
page 2 36 of report, 
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in converting legitimate a~pirations into btridt nt 
di~conl and di>sent by clever manipulation m;d 
encouragement of psychological alienation. The use 
of the sub-nationalist plank for building of group 
leadership which commands attention at the national 
level, is another strong motivation which is sometimes 
responsible for throwing up the more vociferous 
leaders. It is from these origins that the more 
extreme forms of dissent and revolt against the 
existing order emerge in the form of extremist and 
terriorist actons. 

1.4.28 While poorer States have been pressing 
the Union Government earlier to ensure for them a 
greater share of the national cake, richer States 
have started asking for more powers for themselves 
recently so as to be able to protect their share. The 
conflict between centripetal and centrifugal forces, 
that this tends to accentuate, deserves greater atten
tion than it has been given so far. It is thought
provoking that the Government of one borderland 
State, which has higher per capita income and growth 
rate than heart-land States has complained about 
the latter's Hindu-Hindi-Hind based domination 
and that of another borderland State over a thou
sand miles away with nearly the same income and 
growth record, has also expressed similar sentiments. 
Only purposive promotion of a general political 
will to understand one another's compulsions and 
give priority to mutual accommodation, as against 
hard bargaining, can help resolve this conflict. 

Political Parties 

1.4.29 India had the immense advantage of out
standing leaders who had been in the forefront of 
the struggle for independence stepping into political 
office and the Constituent Assembly to guide the 
destinies of the nation. They were imbued with a 
spirit of sacrifice and service. The Congress Party 
had evolved. over the years a policy of rapid economic 
development which these leaders put into acti( n 
soon after coming into the Government. It has 
held for a long time the reins of power both at the 
Union and in the States. This lent a great measure 
of stability to the nation. At the same time the 
fact that a strong single monolithic party continued 
to hold power both in the Union as well as the States 
for a long time had unexpected adverse effect on 
the healthy growth of Union-State relatiors. There 
was very strong leadership at the apex in the Congress 
Party and Union-State issues, as already noted. 
came to be resolved through party channels. Need 
for institutions which would have enabled effective 
Union-State dialogue and meaningful discussion 
in a spirit of compromise and cooperative part
nership to arrive at solutions based on consensus, 
was not felt. Lack of internal democracy within 
the parties also contributed, in no small measmr, 
to this development. 

1.4.30 Another development has been the frag
mentation of the Congress Party, itself, and the 
emergence of new political parties earlier at the 
national, and later at the regional levels. Jn the 
last fifteen years or so, regional parties and coali
tions have formed governments in a number of States. 
With the substratum of political activists being 
thrown up by the same society with its changing 



values, these new parties and splinter groups did 
not show much differences in their basi~ characteris
tics. When some of these parties came to power 
in the States, their attitudes, also, to power and 
w the problems of the people, were not signi
ficantly dilrerent from those who had held sway 
earlier. A large number of splinter groups with 
shifting loyalties and narrow interests have been 
thrown up rather than large-sized political parties 
with healthy traditions and broad outlook which 
could shoulder heavy responsibility if occasion 
arose. This has tended to encourage irresponsible 
political behaviour, 

1.4.31 Ell"ective functioning of a democracy re· 
quires an adherence to basic political morality. 
A sad commentary is the spectacle of members 
of the legislatures changing their allegiance from 
one party to another for personal or factional gains. 
The result has bJen an undermining of confidence 
in all institutions barring the few having consti
tutional sanction. How far the recently enacted 
anti-defection law can effectively check this evil, 
only time will tell. 

1.4.32 The above survey of the developments 
of the past thirtyseven years brings out clearly two 
diametrically opposed trends. On the one hand, 
a nurnb~r of factors, prim trily centripetal economic 
forces, have strengthened the impulses of centrali· 
sation, m<Jdcrnisation, growth and development, 
On the other, very strong centrifugal forces have 
been unleashed in the country on account of break-up 
of the old political order, split of national parties, 
ever-increasing exploitation of populist slogans and 
caste, language, money and muscle power in elections. 
Corruption in many walks of life, emergence of 
linguistic ~chauvinism and fissiparous tendencies-all 
these point to increasingly rough weather ahead for 
our ship of State. 

5. MAJOR ISSUES IN UNION AND STATE 
RELATIONS 

1.5.01 A study of the memoranda submitted by 
the various State Governments, political parties 
and the evidence given by many eminent persons 
and the replies received in response to the question· 
naire circulated by us, shows a wide divergence 
of views. Many are of the opinion that the basic 
structure of the Constitution is sound and should not 
be tampered with. On the other side, there are 
some who are of the view that it requires drastic 
alteration so as to bring it in accord with their own 
perception of an ideal federal system. 

1.5.02 The ...Constitution is what we make of it, 
so runs the argument of those who lay emphasis 
on the divergence between theory and practice. 
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They point out that the actions of the Union have 
led to a very large degree of over-centralisation in 
all aspects, reducing the States to mere adminis· 
trative agencies of the Union. Such over-centra
lisation in legislative, administrative and financial 
sph~res, it is contended, has been effected by the 
Umon to the detriment of the States. 

1.5.03 They allege that the Union has occupied 
most of the concurrent field leaving little for the 
States, and by indiscriminately making declaration~ 
of public interest or national importance, taken 
over excessive area of the linked entries in the State 
field at the expense of the State legislative power. 
They point out that legislation in these fields is 
•·more often than not, undertaken with no or in· 
adequate prior consultation with the States. The 
net effect of many recent amendments of the 
Constitution and judgements of the Supreme Court 
has be~n to give more power to the Union than 
was contemplated by the Constituent Assembly". 
They question the wisdom of a legislation that seeks 
to secure dull uniformity iu all matters, instead 
of laying down the main parameters and leaving 
the States free to legislate in regard to other matter~ 
in the light of local conditions. 

1.5.04 The institution of Governor was conceived 
of as an effective link between the two levels of 
Government. lt was expected to encourage nation· 
building forces, made for unity and integrity and 
ensure the conduct of the allairs of government 
in the State in accordance with the Constitution. 
It is alleged that this instrument has been made 
use of to destabilise the State Governments run 
by parties different from that in power in the Union, 
to facilitate imposition of the President's rule and 
reserve for President's consideration many State 
Bills to thwart the States' legislative process. 

1.5.05 It is complained that the resources of the 
States have not grown at a rate commensurate with 
the growth in their responsibilities. The gull" between 
available resources and responsibilities i~ steadily 
widening. On this ground it is demanded that 
more resources be included in the shareable pool, 
if necessary, by amending the Constitution. 

1.5.06 Another issue raised is that the emergence 
of planned development has concentrated all power 
in the hands of the Union, with the Planning Com
mission acting as a limb of tfle Union Government. 
It is emphasised that even in matters which lie within 
the exclusive competence of the States, through 
a variety of means, particularly the mechanism of 
Centrally Sponsored Schemes, deep in-roads have 
been made by the Union. On these premises it is 



demanded that the Planning Commission be· res
tructured to limit the scope of the Union's inter
ference in the area reserved for the States. 

1.5 07 The system of controls, licences and permits, 
which had its origin during the Second World War, 
has proliferated greatly to subserve the requirements 
of a planned regime. This, it is argued, has led to 
. vast expansion in the powers of the Union Govern
ment at the expense of the State Governments and 
local bodies. The consequent unhealthy centrali
sation, giving undue power to a small coterie, it is 
urged, needs to be reversed. 

1.5.08 It is also pointed out that institutions or 
forums specially envisaged in the Constitution for 
sorting out problems arising in the working of inter-
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governmental relations (e.g. a permanent Inter
State Council with a comprehensive charter as con
templated in Article 263) have not been created 
at all. It is urged that in matters of dispute between 
the Union Government and a State Government, 
the former should not be both the disputant and the 
Judge but should get the case examined by an in
dependent assessor before taking a decision . 

1.5.09 The basic thrust of these and other criti
cisms is that while the Union-State !elations were 
intended to be worked on the basis of co-operative 
federalism and consensus in all areas of common 
interest, they have not been so worked and the 
forums envisaged by the Constitution for that purpose, 
have not been established. 
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CHAPTER II 

LEGISLATIVE RELATIONS 

I. INTRODUCTION 

2.1.01 The Union Powers Committee, in their 
report on July 5, 1947 to the President of the Consti
tuent Assembly, declared that the "soundest frame
work for our Constitution is a Federation with a 
stro~g Centre''.~_ At the sa~e time, they ~uled out 
the tdea of framtng a Constitution on the basis of 
a Unitary_ ~tat~ as "it would be a retrograde step 
b?th pohttcally and administratively".! We hav~ 
dtscussed earl.ier in Chapter I on "Perspective", 
why t~e Cc.n>tttuent A~s.~mbly opted for a "strong 
Centre. and at the same ttm~. dectded to decentralise 
and dtstnbute powers betwe~n the Union and the 
States on the federal principle. It is not necessary 
~o recapitulate all that we have said there. Suffice 
tt to say, th1t a strong Centre was considered neces
sary, not only to protect the independence and 
preserve the integrity and unity of the country but 
also to C)ordinate policy and action between the 
Union and the States on basic issues of national 
c0ncern. 

2.1.02 In devising the scheme of distribution of 
power~ between the Union and the States, the 
Constttutent Assembly did not adopt a doctrinaire 
approach b~sed on the out-moded concept of classi
cal f~derahsm. They moulded the federal idea 
to suit the Peculiar needs, traditions and aspira
tions of the Indian people. They had learnt from 
the experience of the working of the older federations 
as to what in~titutional improvements would be 
necessary to ensure the vitality of the system and its 
adaptability to the changing needs of a dynamic 
society. It did not escape their notice that even in 
the United States which was the home of 'classical' 
federation, the trend was towards centralisation and 
the. functional reality did not square with the consti
tuttonal theory. Due to dynamic interplay of various 
factors, the American sy;tem was undergoing consi
derable changes and r,djustments. Inter-govem
mental dependence was increasing. Emphasis was 
shifting from c:>-ordination to co-operation. New 
areas of national conctrn were emerging. National 
policies were extending into new fields which were 
the traditional preserve of the States and their local 
subdivisions. 

2.1.03 The framers of the Indian Constitution were 
also alive to the fact that under the Canadian Cons
titution-which theY studied as a model-the inter
governmental arrangements were evolving into a 
de facto sy~tem of cooperative endeavour of shared 
respomibilities, transcending the formally demarca
ted fmntiers. 

2.1.04 These functiona I realities, centralising trends 
anrl changing concept of federalism find reflection 

(l) R·io, B. Shiva : "Pramina of India's Constitution", 
Vol. rr, p. 777. 
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in the scheme of distribution of powers adopted 
in our Constitution. This scheme seeks to recon
cile the imperatives for a strong Centre with the 
need for State autonomy. It distributes powers, yet 
does not effect a rigid compartmentalisation. Func
tionally, it is an inter-dependent arrangement. Its 
elastic frontiers stretch as far as inter-governmental 
cooperation and comity can take them in pursuit of 
their common goal-the Welfare of the People. It 
is flexible enough to keeP pace with the movement of 
a complex, heterogeneous society through time. 

2.1.05 These are the main considerations which 
weighed with the framers of the Constitution in assig
ning to the Union a pre-eminent role in all spheres 
of Union-State arrangements. They have not lost 
their relevance under the pr•osent-day world condi
tions. Any approach to an examination of the 
Union-Stat~ arranegments must, th crefore, be in
formed by these primary considerations. 

2. DISTRIBUTION OF LEGISLATIVE POWERS 

2.2.01 The distribution of legislative powers 
between the Union and the States is the most important 
characteristic of a fedetal constitution. This dis
tribution can be achieved by a single, two-fold or 
three-fold enumeration of Governmental powers. 
The Constitution of the United States of America 
specifically enumerates the powers of the Federa
tion and leaves the unenumerated residue, except 
those prohibited by the Constitution, to the States. 
The Australian Constitution, while enumerating 
the powers of the Commonwealth, leaves the residue 
to the States. Though in it there is no separate list 
enumerating concurrent powers, by implication 
some of the enumerated powers of the Common
wealth are concurrent. The Constitution of Canada 
distributes the powers between the Dominion and 
the Provinces by making a three-fold enumeration. 
Section 91 of its Constitution Act enumerates Classes 
of Subjects which are within the exclusive competence 
of the Parliament of Canada. Section 92 contains 
a Jist of Classes of Subjects which are within the 
exclusive competence of the Provinces. Section 95 
demarcates a narrow area for concurrent legislative 
jurisdiction of the Union and the Provinces. Section 
91 gives general "residuray" power to the Dominion 
Parliament to make Jaws for peace, order and good 
Government of Canada, in relation to all matters, 
not coming within the Classes of Subjects assigned 
to the Legislatures of the Provinces. 

2.2.02 The Government of India Act, 1935, made 
a comprehensive enumeration of subjects of legis
lative powers and divided them into tluee Lists
Federal, Provincial and Concurrent. It conferred 
the residuary powers on the Governor-General who 
could, in the exercise of his discretion, place any 
subject not found in the three Lists, in any of these 
Lists, 



J. OUTL!.YE OF THE COVSrtrUTIOVAL 

SCHEME 

2.3.01 The Con5titution of India also adopts a 
three-f0ld di$tl ibution of the subjects of legislative 
power by placing them in any one of the three Lists, 
namely, I (Union List). TI (S:ate. Li,~) and HI (Con
current List). 

2.3.02 Clup;,r I in Part XI of the Constitution 
c:>ntains the provisions which gov~rn Union-Stat" 
relations in the legislative sphere. It comprises 
eleven Articles, 2~5 to 255. Out of thest:., the provi
sions in Articles 245, 246,248 and 254 (read with the 
Seventh s~hedule) c;Jnstitute the core of the scheme 
of di;L·io:ltion of p:>wers. 

2.3.03 Cl1u;e (I) of A·ti~1e H5 defines the extent 
of territorial j·vi;di~<i:>n of Parliament and State 
Legi;htures. It C)Dfers p:>wer on Parliament to 
bgi;hte f:>r th~ wh~le or PHI of India and on State 
Legi;htures to legislate for the whole or p:trt of a 
St1te. Tile le5i>lative p:>wer so cJnferred by Article 
245 is distributed by Article 246 between the Union 
and the States with r~ference to the subjects enu
merated in the three lists of Schedule VII. Clause (I) 
of A•ticle 2~5 is exo:essly "subject to the provisions 
of thi1 G:>nstitution". It follows that the legislative 
power; derived bJth by Parliament and the State 
L:gi;htures from Article 246, are also subject to 
the limitations imp;Jsed by the other provisions of 
the Constitution. 

2.3.04 Article 246 confen exclusive legislative 
power on Parliament with respect to matters in 
List I. Likewise. the Legi,Jature of a State has 
been invested with exclu,ivc power to make laws 
with re;pect to matter.' in Li't H. Parliament and 
State Legislatures have concurrent nowers with 
re~pect to matte~s enumerated in List III. 

2.3.05 The pow.;;rs assigned to the State Legisla
tures under Article 246 is expressly subject to the 
Supremacy of Parliament in case of irreconcilable 
overlap between the Lists. A facet of the sa me 
principle, applicable in the Concurrent sphere, is 
embodied in Article 254(1). 

2.3.06 Article 248 read with Entry 97 of List I 
gives exclusive power to Parliament to make any 
law with respect to any matter not enumerated in 
the Concurrent List or the State List. 

2.3.07 The provisions of Articles 249 to 253 are 
in the nature of exceptions to the normal rule that 
in resPect of a matter coming in its pith and subs
tance within the State Lis ti}c State Legislatures 
have exclusive power to m<.ke law. · 

2.3.08 Article 249 enables Parliament to legislate 
with respect to a matter in the State List, if the Rajya 
Sabha• by a two-third~ majority pa~ses a resolution 

(2) 21J:2). A ·o>o' u ~b~ J H;e1 un 1ecchu;e ( i) shall re•min 
i~ f'J:-c: f.J- suc:1 ;>.: ·iJd n::>t ex.-;eeding one yc1.r as m lY be spe
cified therein: 

Provid'!1 th1t, if and so ofcen 35 a resolution a oproving 
th: Co:ttinu1ncr. in fo:-ce of a'ly such resolution is pas~d in 
th: m1nnc· P:ov:d!d in claJ;e (I), suoh resolutbn shall con· 
tinue in force for a further perio::l of one yc1r from the date 
on w"1icb under thi:; cl iU>e it wJuld otherwi~e lnve ce~sed 
to be In force. 
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that it will hr ~xpcdicnt in the nati .. ual interest to 
do so. The life of such a legislation cannot exceed 
one and a half years. 

2.3.09 Parliament may also legislate with respect 
to any matter in the State List if a Proclamation of 
Emergency is in operation (Article 250). 

2.3.10 Parliament may also legislate for two or 
more States by con>ent with respect to a matter in 
the State Li~t. Any 0ther State can a lsn adopt such 
a L~gi~lation (Article 25?). 

2.3.11 Parliament can aho. legi:;late in the State 
field to the extent nece>·;ary for giving effect to an 
international agreement (Article 253). 

2.3.12 Al)art fwm the provisions contained in 
Chapter I of Part XI, there are Articles 352, 353, 
358 and 359 (read with Article 250) and Article 360 
which govern legislative relations between the 
Union and the States during an Emergency. The 
inter-linked Articles 356 and 357 g·wern Union
State relations during the President's Rule. The 
reservation of State Bills under Article 200 and the 
exercise of its powers by the Union Executive with 
respect to such Bills under Article 201 have a direct 
impact on Union-State relations in the legislative 
sphere. Several Articles, such as Article 3, 4, 31A, 
3\C, 285, 286, 288, 289, 293 and 304(b) have al~o 
a bearing on these relations.• 

4. CRITICISM AND ITS CLASSIFICATION 

2.4.01 There is total unanimity among all cross
sections of public opinion in regard to the need for 
a strong Union to enable it to maintain and protect 
the unity and integrity of the country. The central 
theme of the criticism levelled against the working 
of Union-State legislative relations is "over-centra
lisation". The criticism may be clas~ified into four 
broad categories. 

2.4.02 Category I-Most State Government~. 
political parties and eminent Persons, who have 
communicated their view~ to us, believe that there is 
nothing fundamentally wrong with the scheme of 
the Constitution in securing a con~titutionally 
'strong Centre' having adequate powers both io 
extent and nature. TheY accept that only a strong 
Centre can effectively preserve the unity and inte
grity of the nation. They agree that in time of 
'emergency' (as defined in Article 352), the Union 
should be able to exercise full powers with r6Pect 
to all matters in the three Lists cf the Seventh 
Schedule. But, they also emph~sise that in normal 
times the division of powers between the Union 
and States, which really represents the basic 'federal 
characteri~tic' of our Con~titution, should not only 
be scrupulously observed but a I so amplified by 
further decentralisati<'n to the Units. They com
plain that, in practice, this has not happened. 

(3) In addition to Article 24~ re1d with. Schedule VII, there 
are m1ny other or:'IVI:;bns wh1ch c:::mfer mdependent powers 
oflegislation, e.g., Acticles 35, 97, 98(2), 105(3), 241 (1), 262, 
215, 312A on Pa·Iiament; Articles 186, 187(2), 189(3), !94(3), 
210(2), 229(2), 283(2) and 345 on the State U!~tshtures, forspe· 
cific ouro::>;eo;; .Article 3'lOA g1ve~ c:mcurrent p::>wer to the Umon 
and S•1ie L"gislature< to deorive a Person of his propertY by 
authority ofl aw. 



They contend that undue centralisation has occurred 
or been brought about in the working of the Union
State arrangements by making indiscriminate de
clarations of public interest or of national impor
tance under ce,·tain Entries in the Union List which 
control certain inter-linked Entries in the State 
List or the Concurrent List. They have a grievance 
that the Union has in several matters enumerated in 
the Concurrent List, occupied the field of legislation 
in its entirety. Further, the Union has sought to 
dictate its policy to the State Legislatures with 
regard to such matters by improper useofitspower 
under Article 20 I with respect to Bills passed by the 
State Legislatures. They suggest that before Par
liament undertakes legislation with regard to a Con
current matter the State Governments must be con
sulted. 

2.4.03 Category 11-Four State Governments and 
their supporting political parties and a few others 
have severely criticised both the structural and 
functional aspects of the Union-State Legislative 
Relations. They contend that the Constitution is 
much too tilted in favour of the Union and this 
imbalance needs rectification by restructuring thtse 
relations. They ask for exclusion of those clauses 
and words from Articles 246 and 254 which give 
predominance to the legislative power of the Union 
over that of the State Legislatures. In common 
with the first category, they complain that further 
over-centralisation and distortion of the constitu
tional scheme has been brought about by workin!! 
it in a manner contrary to the letter and spirit of 
the Constitution. They suggest drastic structural 
changes such as abolition or substantial reduction 
of the Concurrent List and transfer of all or most 
subjectS' therein to the State List. They further 
suggest reformulation of Article 248 so as to vest 
the residuary powers in the State Legislatures. 
They have also asked for deletion or substantial 
modification of Articles 31A, 3JC, 154(2), 249, 252, 
253, 254, etc. Two in this category have further 
suggested reformulation or transfer of several 
Entries in List I to List II or List III. 

2.4.04 Category HI-Proceeding on the premise 
that "India is a federal and republican geographical 
entity of different languages, rcligic ns and cul
tures", one Regional party has submitted to us a 
resolution by its "Whole House" which urges 
inter alia that to "safeguard the fundamental rights 
of the religious and linguistic minorities, to fulfill 
-the demands of democratic traditions and to pave 
the way for economic progress, it has become im
perative that the Indian Constitutional infra
structure should be given a real federal shape by 
redefining the Central and State relationships on 
the aforesaid principles and objectives". It men
tioned that an earlier draft of this resolution by its 
"Working Committee" had no doubt demanded 
that the interference of the Union should be restricted 
to Defence, Foreign. Relations, Currency and General 
Communications only and all other governmelltal 
powers (including residuary powers) should be 
assigned to the States. Further, that the States 
would contribute for the expenditure of the Union 
in respect of the above subjects. But its "Whole 
House" had substantially amended that in the final 
resolution which was passed and was authenticated 
by its then President. 
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Be that as it may, it has at the same time, pro
posed not only redistribution of subjects on a three
fold basis, "among the Union List, the Concurrent 
List and the State List", but also that "the executive 
power in respect of matters included in the Con
current List, irrespective of the fact as to whether 
legislation is by the Centre or by the State should 
vest with the States". It has propounded that "the 
Union taxes/duties should be demarcated from the 
States' domain of taxation". Further, it has 
suggested that the Finance Commission should 
be reactivated to discharge its Constitutional duties. 

The State Government, where this Regional party 
was in power, has suggested shifting of several 
Entries from the Union List to the State List and a 
few to the Concurrent List. It hat sought a drastic 
reduction of the Concurrent List. But, it has not 
suggested deletion or abolition of the Concurrent 
List or any major change with respect to the heads 
of taxation enumerated in the Union List. 

2.4.05 Category IV-Critics in this category have 
chosen a middle course. They want only a few 
structural changes, and, in common with those in 
categories I and II, substantial ch~nge~ in the ~unc
tional aspects of Unwn-State legi~lattve relatwns. 
They suggest reformulation of Article 248 so as to 
vest the residuary power in the State Legislatures. 
Two State Governments, including one in category 
IIJ, would have this power placed in the Concurrent 
List. Another has asked for reformulation of 
Article 3 also. 

2.4.06 We have, therefore, examined the scope of 
the Constitutional provisions, the manner in which 
they have been worked during the last thirty-seven 
years, the validity of the criticism levelled and the 
need for remedial measures. The remaining part 
of this Chapter has been divided into four Parts 
for convenient examination of the various issues. 
Part I deals with Articles 245, 246, 248 and 254(1).' 
In Part II, we have considered the structure and 
the use of the entries in the three Lists of the Seventh 
Schedule. • Part III deals with issues relating to 
Articles 247, 249 and 252.6 In Part IV, we have 
covered all the miscellaneous provisions not com
prised in Chapter I of Part JX of the Constitution, 
but which are strewn at other places in the Consti· 
tution and have not been dealt with at length in 
any other Chapter of this Report. These are Articles 
3, 4, 31A, 31C, 154(2)(b), 258, 169, 269, 285, 286, 
288, 289, 293, 304(b), 368 and 370,7 

5. PART I-ARTICLES 245, 246, 248 & 254 

Articles 245 & 246 

2.5.01 Parliament may make laws for the whole or 
any part of the territory of India, and the Legisla
ture of a State may make laws for the whole or any 
par! of the State (Article 245). 

(4) Paras 2.5.01, to 2.6.18 
(5) P.1ras 2.7.01 to 2.23.02 
(6) PJras 2.24.01 to 2.25.05 
(7) Paras 2.26.01 to 2.38.08 



2.5.02 Article 246 road with Schedule VII of the 
Constitution, provides for distribution of legislative 
powers. It reads : 

"(I) Notwithstanding anything in clauses (2) 
and (3), Parliament has exclusive power to make 
laws with respect to any of the matters enumerated 
in List I in the Seventh Schedule (in this Constitu
tion referred to as the "Union List"). 

(2) Notwithstanding anything in clause (3), 
Parliament, and, subject to clause (I}, the Legis
lature of any State also, have power to make laws 
with respect to any of the matters enumerated in 
List III in the Seventh Schedule (in this Consti
tution referred to as the "Concurrent List"). 

(3) Subject to clauses (1) and (2}, the Legisla
ture of any State has exclusive power to make laws 
for such State or any part thereof with respect 
to any of the matters enumerated in List II in the 
Seventh Schedule (in this Constitution referred 
to as the "State List"). 

( 4) Parliament has power to rna ke Ia ws with 
respect to any matter for any part of the territory 
of India not included in a State notwithstanding 
that such matter is a matter enumerated in the 
State List". 

Non-Obstante Clause : Rule of Union 
Supremacy 

2.5.03 The non-obstante clause in the beginning 
of clauses (1) and (2) and the words "subject to 
clause (I)" in clause (2) and the words "subject to 
clauses (1) and (2)" in clause (3) of Article 246 are 
based on the principle of Union Supremacy. It 
implies that where there is an irreconcilable conflict 
or overlapping as between Entries in the three 
Lists, the legislative power conferred on Parliament 
under clauses (I) and (2) shall predominate over 
that of the State Legislatures. 

Rationale of the Rule 

2.5.04 The subjects of legislation enumerated in 
these Lists have been made, as far as possible, 
mutually exclusive. Nonetheless, it has been o b
served that "it would be a supreme draftsman who 
could so draw these Lists that no charge of over
lapping could be brought against them.• Despite 
an attempt to make the Legislative Lists mutually 
exclusive, some overlapping may remain due to limita
tions of drafting. 

Application of the Rule :Test of Pith and Substance 

2.5.05 Moreover, no unfailing formulae for 
identifying matters of exclusive 'national' or 'local' 
eoncern or of 'concurrent' interest is available. 
These concepts are neither absolute nor constant. 
While in some matters overlap between the Lists 
is inevitable, in certain others it is part of a deliberate 
design to ensure the adaptability of the system to 
changing times and circumstances. If it is not 
possible to eliminate such overlapping absolutely, 
how is the resultant conflict resolved? The 
non-obstante clause in Article 249 supplies the 

(&J Whcars K. C. : f<derarl Govewmenr For1h 
cdl!loD) paae 78 
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answei. However, this 11011-obstante clause "o;>ught 
to be regarded as a last resource, a witness to the 
imperfections of human expression and the fallibility 
of legal draftsmanship."• Therefore, when a question 
of an apparent conflict between mutually exclusive 
Lists, e.g., List I and List II, arises, the first attempt 
should be to reconcile them. This i> done by apply
ing the test of 'pith and substance'. The impugned 
legislation is examined as a whole to ascertain its 
true nature and character for the purpose of deter
mining whether it falls in Li;t I or List II. If by this 
test it is found that in pith and substance it falls 
under one of these Lists, but in regard to incidental 
or ancillary matters it encroaches on an Entry in 
the other List, the conflict would stand resolved 
in favour of the former List. If the ov~rlapping • 
or conflict between the two Lists cannot be fairly 
reconciled in this manner, the power of the State 
Legislature with respect to the overlapping field 
in List II, must give way to List I. In short, when 
a matter, in substance, falls within the Union List, 
Parliament has exclusive legislative power with 
respect to it, notwithstanding that it may be covered 
also by either or both the other two Lists. 

Rule of Repugnancy 

2.5.06 Another facet of the rule of Legislative 
Supremacy of the Union is contained in Article 254 
which provides : 

"(!) If any provision of a law made by the 
Legislature of a State is repugnant to any provision 
of a law made by Parliament which Parliament l 
is competent to enact, or to any provision of 
an existing law with respect to one of the matters 
enumerated in the Concurrent List., then, subject 
to the provisicns of clause (2), the law made by 
Parliament, whether passed before or after the 
law made by the Legislature of such State, or, 
as the case may be, the existing Ia w, shall prevail 
and the law made by the Legislature of the State 
shall, to the extent of the repugnancy, be void. 

(2) Where a law made by the Legislature of a 
State with respect to one of the matters enumerat
ed in the Concurrent List cc·ntains any provisicn 
repugnant to the provisicns of an earlier law made 
by Parliament or an existing law with respect to 
that matter, then the law so made by the Legis
lature of such State shall, if it has been reserved 
for the ccnsiderativn of the Presidtnt and has 
received his assent, prevail in that State : 

Provided that nothing in this clause shall pre
vent Parliament frcm tnacting at any time any 
law with respect to the same matter inch,ding a 
law adding to, amtnding, varying or repealing 
the law so made by the Legislature of the State." 

2.5.07 In the context of this Article, the expression 
"existing law" would mean a pre-Constituticn law 
in force, relating to a matter in the Ccncurrent List 
vide Article 366(10). 

2.5.08 From the provisions quoted above, it i 
clear that the substance of the rule of repugnanc 
contained in clause (I) of Article 254 is that wit 

(~ 1 In re c..;,l', & llerar Sales of Motor Spirit &nd Lubrkon 
Taxation Act, !938, AIR 1939 FC I, Pa11e 8. 



respect to a matter in the Concurrent List, a valid 
Union Law or an exi;ting law prevails over a 
repugnant State law which is otherwise valid, to 
the extent of repugnancy. Clause (2) is an excep
tion to clause (!). It rell .. xes the rigidity of the 
rule of repugnancy contained in clause (I), in 
as much as it lays down that if a law passed by State 
Legislature in respect of a matter in the Concurrent 
List, receives President's assent, then such a Ia w 
would prevail notwithstanding its being inconsistent 
with the law passed by Parliament or an existing law 
on the subject. However, this exception is not 
absolute. The proviso clarifies that such a law which 
had received the President's assent can be amended, 
varied or repealed by Parliament, either directly 
o1· by passing a law inconsistent with it. 

2.5.09 Although the non-obstante clause of Article 
246, and clause (I) of Article 254 are facets of the 
rule of 'Union Supremacy', there is a difference in 
the nature, extent and effect of their operation. 
Whilo the non-obstante clause of Article 246 is 
attracted when there is an irreconcilable conflict 
between the mutually exclusive Legislative Lists, 
Article 254(1) applies only where there is repugnancy 
between a Union law and a State law, both occupy
in" the same field with respect to a matter in the 
co'ncurrent List. It has no application where the 
State law in its pith and substance falls within 
an Entry in the State List, its incidental trespass 
on an Entry in the Concurrent List notwithstanding. 
Further, a challenge on the ground of non-obstante 
clause of Article 246 is more fundamental than the 
one on the plea of repugnancy under Article 254(1), 
as the former goes to the root of the jurisdiction of 
the legislature concerned. Article 254(1) does not 
rest on the principle of ultra vire£, but of repugnancy 
which renders the State law 'void' i.e., 'inoperative' 
or mute only to the extent of repugnancy. 

Pre-requisites for application of the rule of 
Repugnancy 

2.5.10 'Repugnancy' under Article 254(1) arises 
where 

(i) there is in fact, such a dil·ect conflict· between 
the provisions of a Union law or an existing law 
and a State law, occupying the same field with 
respect to the same matter in List III, that 
the two provisions cannot stand together 
and it is not possible to obey the one without 
disobeying the other; 

OR 

(ii) the Union Ia w was clearly intended to be a 
complete and exhaustive code, replacing the 
State law with respect to a particular matter 
in the Concurrent List. 

If all the conditions of either proposition are 
not fully satisfied, the rule of repugnancy contained 
in Article 254(1) will not be attracted. 

Criticism : Issues raised regarding Articles 246 
& 254 

2.5.11 A; noticed already, most State Govern· 
mcnts, l'ulilicalparties and eminent p,·,.sons lind no 
fault with the structural aspects of Articles 246 and 
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254. Only two State Governments have asked for 
reformulation of Article 246 so as to exclude from it 
words and clauses which give suprem[tcy to the 
Union legislative power over that of the States. 
One of them has suggested that Article 246 be subs
tituted by a new Article which will read as follows : 

"246. Subject-matter of laws made by Parlia
ment and by the Legislatures of States-{ I) Par
liament has exclusive power to make laws with 
respect to any of the matters enumerated in List I 
in the Seventh Schedule (in this Constitution 
referred to as the "Union List"). 

(2) Parliament and subject to clause (1), the 
Legislature of any State also have power to mak~ 
laws wid\ respect to any of the matters enumcrateu 

, in List Ill in the Seventh Schedule (in this Co nsli-
tution referred to as the "C<>ncurrtnt List"). 

Provided that no such law shall be made by 
Parliament except with the concurrence of the 
State Legislature. 

(3) The Legislature of any States has exclusive 
power to make Jaws for such State or any par• 
thereof with respect to any of the matters en~· 
merated in List II in the Seventh Schedule (m 
this Constitution referred to as the "State List"). 

(4) Parliament has power to make laws with 
respect to any matter for any part of the tern!ory 
of India not included in a State notwlthstandm,!T 
that such matter is a matter enumerated in the 
"State List". 

2.5.12 This State Government has further sugges
ted that the Proviso to Article 254 should be revise<) 
so as to read as under : 

"Provided that Parliament shall have no power 
to enact at any time any law with respect to the 
same matter including a law adding to, amend
ing, varying or repealing the law so made by 
Legislature of the State." 

It is claimed that such a reformulation of Article 
246 would "preserve the prerogative of both !he 
Parliament and the States in their re:.pectivc legis
lative fields". The suggestion is designed to secure : 
(i) that in case of an irreconcilabl_e confiicl or over
lapping between the three Leg1si"1Ive L1sls, . the 
power of Parliament does not prevail over that ol the 
State Legislatures : and (n) that Parliament has no 
power to legislate with respect to matters m the Con
current List except with the concurrence of the State 
Legislatures. 

2.5.13 The suggestions dealt with in the preceding 
paragraphs are based on the proposi!IOn that ~o 
Jaw should be enacted by Parliament m respect ol a 
matter falling within the Concurrent List except 
with the concurrence of the State Legislature. If 
no such concurrence is obtained then the law made 
by Parliament in respect of a Concurrent subject 
will not be applicable to that State. An?ther State 
Government has suggested : "The States legislative 
competence with regard ~o. the Conc-urrent . List 
may be reinforced by prov1dmg, by a Constituuonal 
amendment, that whenever the Umon proposes 



to legislate on a concurrent matter, it shall be 
<>bligat<>rY f<>r it to consult seriously, and not in 
a mere pafunctory manner, the States and to 
secure the appr<wal of the majority of them to 
the proposal. If the majority of the States dis
appr<''C of the proposal, the Union will need to 
r~'asl it taking into account the States' views so 
as to secure ap~>roval of a majority of States for it. 
Otherwise the proposal shall be dropped." Accord
ing to it, a possible alternative approach to sall:
guarding the competence of the States with regard 
to the Concurrent List may be that, though prio; 
genuine consultation is made obligatory, approval 
of the proposed legislation by a majority of the 
States is not insisted upon. Instead, States which 
d<l not approve of it are excluded from the purview 
of this legislation. The State Government itself 
as:>erts that -this approach is inappropriate, 

2.5.14 Three other State Governments have asked 
for modification or deletion of Article 254, although 
the modifications suggested vary in nature and 
extent. One of them has suggested abolition of or 
amendment to Article 254 so that "no State could 
be deprived of any legislative powers which belong 
to it without its prior concurrence." 

2.5.15 One State Government has suggested modi
fication of clause (2) of Article 254 as follows :-

"(a) In the proviso, after the word 'provided' the 
word, 'further' may be inserted. 

(b) After the clause and before the proviso as 
amended in sub-clause (a), the following 
proviso may be inserted, namely-

"Provided that if the approval of the President is 
not received within a period of one year from 
the date of its receipt the law shall be deemed 
to have been approved by the President." 

In Chapter V "e have examined the causes of 
delay in processing State Bills reserved for Presi
dent's consideration. We have found that one of 
the important factors which contribute to such 
delays is the abnormally heavy inflow of reserved 
Bills into the Union Secretariat. 10 

2.5.16 The demand of some of the State Govern
ments and their supporting political parties seeking 
radical changes in the scheme of legislative relations, 
in general, and Articles 246 and 254, in particular, 
rests on the broad premise that this is necessary 
to bring about a 'true' federation. 

Supremacy Rule is the Key-stone of Federal Power 

2.5.17 An appraisal of this criticism can appro
priately begin by addressing ourselves to the ques
tion, "hether the two-fold principle of Union 
Supremacy in Articles 246 a ,d 254 is an anti-federal 
feature of our Constitution. The Constitution of 
the United States of America which has been consi
dered the most 'federal' and unquestionably the 
pioneer in experimenting with federalism-inter alia 
provides that the laws of the United States made in 
pursuance of the Con,titution shall he the supreme 

(10) Ci•"Dlcf V on .. Reservation of BiJls by GoveolOl"> 
fot P(c-,li.lc;:nt's CJJhideration": Para 5 1-l.Ol 
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law of the land; and anything in the Constitution 
<lr laws of any Stale to the contraty notwithstanding. 
This provision, known as Supremacy Clause has 
been interpreted by their Supreme Court to mean 
that ··state action incompatible with any legitimate 
exercise of federal power, loses all validity even 
though taken within a sphere in which the States 
might otherwise act". 11 Because of the Supremacy 
clause, Federal and State powers do not stand on 
equal elevation. This clause has been called "the 
very key-stone of the arch of federal power"'"· 

Analogous Principle recognised in Canada 

2.5.18 In Canada, judicial decisions have held 
( i) that if there is an irreconcilable overlapping or 
conflict as between the heads of Dominion and 
Provincial power enumerated in Sections 91 and 
92, respectively, the latter shall yield to the former 
and (ii) that a Dominion legislation which strictly 
relates to a head of its power enumerated in Section 
91 is of paramount authority, notwithstanding the 
fact that it trenches upon a head specified in Sec
tion 92. 

Position in Australia not diH'erent-Section 109 of 
Australian Constitution 

2.5.19 The Conmwnwealth Parliament of Australia 
has exclusive powers in certain matters (Sections 
52, 90, Ill, 114 and 115). Out of the 39 
heads of power enumerated in Section 51 some are 
within the exclusive competence of Commonwealth 
Parliament but others are, by implication, con
current. Section 109 provides : "When a law of a 
State is inconsistent with a law of the Common
wealth, the latter shall prevail, and the former shall, 
to the extent of the inconsistency, be invalid". 

2.5.20 The West German Constitution gives supre
macy to Federal legislation in case of conflict with 
State legislation. 

Rule is kingpin of the System 

2.5.21 In every Constitutional sy>tem having 
two levels of government with demarcated juris
diction, contents respecting power are inevitable. 
A law passed by a State Legislature on a matter 
assigned to it under the Constitution, though other
wise valid, may impinge upon the competence of 
the Union or vice-rersa. Simultaneous operation 
side-by-side of two inconsistent laws, each of equal 
validity, will be an absurdity, The rule of Federal 
Supremacy is a techinque to avoid such absurdity, 
resolve conflicts and ensure harmony between the 
Union and State laws. This principle, therefore, 
is indispensable for the successful functioning of 
any federal or quasi-federal Constitution. It is 
indeed the kingpin of the federal system. "Draw 
it out, the entire system falls to pieces"13• 

2.5.22 If the principles of Union Supremacy arc 
excluded from Articles 246 and 254, it is not diffi
cult to imagine its deleterious results. There will 

(II) Licence Cases, 5, HOW, 504, 538 
(12) Schwartz, Bernard: "Text Book of US Ccmtituticnol 

Law", 2nd Edn, Page 48. 
(I 3) Schwartz, Bernard; "Textbook of Constitutionall.aw", 

2nd Edition, Page 'I. 



be every possibility of our two-tier political system 
being stultifi~.d hy internedne strife. legal chaos 
and confusion caused by a host of conflicting laws, 
much to the bewilderment of the common cit1zen. 
Integrated legislative policy and uniformity on 
basic issues of common Union-State concern will 
be stymied. The federal principle of unity in diver
sity will be very much a casualty. The extreme pro· 
posal that the power of Parliament to legislate on 
a Concurrent t 'Pic should b~ subject to th•c prior 
concurrence of the States, would, in effect, invert 
the principle of Union Supremacy and convert 
it into one of State Supremacy in the Concurrent 
sphere. The very object of putting certain matters 
in the Concurrent List is to enable the Union 
Legislature to ensure uniformity in laws on their 
main aspects throughout the country. The pro
posal in question will, in effect, frustrate that object. 
The State Legislatures because of theinerritorially 
limited jurisdictions, are inherently incapable of 
ensuring such uniformity. It is only the Union, 
whose legislative jurisdiction extends throughout 
the territory of India, which can perform this pre
eminent role. The argument that the States 
should have legislative paramountcy over the Union 
is b:tsically u lSOtmd. It involves a negation of 
the elementary truth that the 'whole' is greater 
than the 'part'. 

2.5.23 The suggestion (vide para 2.5.15 above) 
that a Proviso b~ added to clause (2) of Article 254 
to the effect that President's approval should be 
deemed to have been received, if the same is not 
formally given within a period of one year from 
the date of receipt of the Bill, and the causes of 
delay in processing State Bills reserved for Presi
dent's consideration have been examined in Chap
ter V. Certain suggestions for streamlining the 
processing of such cases have been made. A specific 
recommendation has also been made that as a 
matter of salutary convention such references; hould 
be disposed of by the President within a period of 
4 months from the date on which the reference is 
received by the Union Government." 

2.5.24 For all the reasons aforesaid, we are unable 
to support the suggestions for structural changes 
in Articles 246 and 254 of the Constitution. 

6. A RTJCLE 248 READ WITH ENTRY 97, 
LIST l OF SCHEDULE VJJ 

2.6.01 Residuary powers of legislation with respect 
to any matter not enumerated in the Concurrent List 
or State List have been vested by Article 248 of the 
Constitution in Parliament. Such residuary powers 
include the power of making any law imposing a tax 
not mentioned in these Lists. Entry 97 of the Union 
List is to the effect :"Any other matter not enumera
ted in List Tl or List liT includin',! any tax not men
tioned in either of those Lists". 

Genesis-Analogy of Canada 

2.6.02 The genesis of these provisions mav be 
traced back to the British North America Act. 

(14) Chapter V on "R.e;ervatioo of Bills by Governor. 
f:Jr Pre~ident'3 cansisderation" :. Para 5.16.03. 
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1867", which g~ve the residuar~ powers to the 
Dominion Parham~nt. S<·ction 'Jl of that Act pro· 
vides that it shall be lawful for the Parliament of 
Canada to make laws "in relation to all Matters not 
coming within the Classes of Subjects of this Act 
assigned exclusively to the Legislatures of the Pro
vinces". Section 104 of the Government of India 
Act, 1935, departing from the Canadian pattern, 
vested the residuary powers in the Governor-General 
who could, in his discretion, by public notification 
empower either the Federal Legislature or a Pro
vincial Legislature to enact a law with respect to 
any matter not enumerated in any of the Lists in the 
Seventh Schedule to that Act, including a law im
posing a tax not mentioned in any such Lists. 

Historical Background and Rationale of Article 248 

2.6.03 The framers of the Constitution drew up 
three exhaustive Legislative Lists. They included 
in one or the other of these Lists all topics of 
legislation which they could then conceive of or 
foresee. However, they were conscious of the fact 
that human knowledge being limited and perception 
imperfect, in future a contingency may arise where 
it becomes necessary to legislate in regard to a 
matter not found in any of the three Lists. To take 
care of such unforeseen eventualities they made 
the residuary provisions in Article 248 and Entry 
97 of List I. This is the rationale of Article 248. 
There was, yet, another important consideration 
that weighed with the framers of the Constitution 
in vesting these residuary powers in Parliament. 
After the question of the partition of the Indian 
sub-continent became a settled fact, the framers 
decided that the framework of the Constitution 
would be a federation with a strong Centre. In firm 
pursuit of this objective, they gave larger and domi
nant powers of legislation to the Union Legislature. 
The conferment of these residuary powers parti
cularly in matters of taxation on Parliament is a 
part of the constitutional scheme designed by them 
to secure a 'strong Centre'. After emphasising the 
need for a strong Central authority capable of 
ensuring peace and coordination of vital matters of 
common concern, Jawaharlal Nehru. Chairman of 
the Union Powers Committee, reported to the 
Constituent Assembly as under 16 : 

"We think that residuary powers should remain 
with the Centre. l n view however of the exhaus
tive nature of the three Lists drawn up by us, the 
residuary subjects could only relate to matters 
which, while they may claim recognition in the 
future, are not at present identifiable and cannot 
therefore be included now in the Lists." 

Issues raised regarding Residuary Pow~rs 

2.6.04 Most State Governments do not seek any 
change in the existing provisions relating to the 
residuary powers. However, four State Governments 
have suggested that the residuary powers should 
be vested in the States, and two State Govern
ments have proposed that Entry 97 of List I be 
transferred to the Concurrent List. 

(15) Now renamed as the Con,titution 'Act. 1867, by the 
Con•titution Act, 1982. 

(16) R:w.B. Shiva:' 'The Framing., of India's Constitu
tion", Vol. II, Page 777. 



Limit...J scol'e of residuary power-Verv few 
legislation' attrihutable •oleh· to Residuan ·Power . . 

:!.6.05 Enumera.tintt of l<>pics of legislation in the 
legislative Lists is so exhaustive tha.t some of the 
framers of the Constitution thought that they were 
kaving lillie for the residuary field. Some of them 
even predicted that the residuary power would 
largely remain a ma.ttcr of academic significance. 
The thirty-seven years of the working of the Consti
tution have not demonstrably belied this prediction. 
The result of our study (ride Annexure II.!) shows 
thJ.t there are very few reported decisions of the 
Supreme Court 'High Courts where the competence 
of Parliament to enact a Union Statute has been 
a'c:ribed solely to the residuary power. However. 
the number of cases in which the residuary power 
of Parliament for sustaining the validity of a 
Union Statute was relied upon as an alternative 
or additional ground, is not insignificant. 

2.6.06 Out of the 9 Union Lawsi7 of the former 
category ide:~tified by us. four were special remedial 
statutes: one was passed to rescue several States 
from embarrassing situations in which they had 
Iande:! themselws by collecting unauthorised taxes. 
Another was passed to give, with retrospective 
effect, valdity to the Co.'lstitution and proceedings 
of the Legislative Assembly of an erstwhile Part-C 
State. A third was passed to take over the manage
ment of a public institution though it had been earlier 
re~istered und-~r the S:deti :s Registration Act. 
of A fourth was passed to curb the evil practice 
using certain emble:ns for commercial purposes. 
The re-naining 5 w0re taxation laws. Out of them, 
two have since been rep~:1led. Thus, only 3 Union 
Laws are in force with re>pect to which the compe
ten~e of Parlia'll·!~t can be wholly attributed to its 
r~'id•nr.' pJ.ver. 

Principles of Interpretation of Entry 97, List I 

2.6.07 Prior to the decision (October 21, 1971 in 
Union of India Vs. H. S. Dhillon18 , the Supreme 
Court consistently held that before recourse can be 
had to the residuary Entry 97 of list I it must be found 
as a fact that there is no Entry in any of the three Lists 
under which the imougned legislation can come. For, 
if the impugned legislation is found to come under 
any Entry in List II. the residuary Entry will not 
apply. Similarly. if the impugned legislation falls 
within any Entry in one or the other of the two re
maining lists. recourse to the residuary Entry will 
hardly be necessary. The Entry is not a first step in 
the discussion of such problems but the last resort. 
(Per Hidayatullah J. in Hari Krishna Bhargava Vs. 
l.'nion nf fndia. 19 ). 

2.6.08 The decision in Dhillon's case (rendered 
by a majority of 4 Judges against 3) appears to deviate 
from this principle. particularly. with regard to the 
residuary power of Parliament in matters of taxation. 
According to the ratio of Dhillon's case. once it is 
e~tablished that the taxing power claimed is not 

(17) Soe Annex•,re 1!.1 far det:tih. 
(JR) tn2C2) SCR 33. 
(19) 1966(2) SCR 22. 
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covered by any Entry in list II or List III, it is com· 
p~tenl for Parliament to resort to its residuary power 
under Entry 97, list I or to combine it with its power 
under Entry 86, or any other Entry in List I. The 
correctness of this decision continues to be the subject 
of perennial debate in academic and legal circles.•• 
We do not want to enter into this controversy. It 
will be suflicicnt to say that the majority decision in 
Dhillon's case turns on its own peculiar facts. One 
of the difficult questions before the Court was, whether 
what was excluded by the words "exclusive of agri
cultural land" from the competence of Parliament 
under Entry 86 of list I, could be brought back 
through the 'residuary' door of Entry 97 in List I. 
The Court answered this question in the affirmative, 
particularly in view of its finding that the impugned 
provision did not fall within the competence of the 
State Legislatures either under Entry 49 or any other 
tax-topic in list II. 

2.6.09 Be that as it may, the general principle which 
still holds the field is that all the Entries in the three 
Lists. including the specific Entries I to 96 in the 
Union List. should be given broad interpretation so 
as to avoid resort to the residuary Entry 97. If there 
is a competition or apparent conflict between items 
in the State List and the 'specific' items in Union 
List/Concurrent List. attempt should be made to 
harmonize them. if necessary, by delimiting their 
scope. But. "where the competing entries are an 
Entry in List II and Entry 97 of List I. the Entry in 
the State List must be given a broad and plentiful 
interpretation". This principle was reiterated by the 
Supreme Court in a recent decision. It was emphasised 
that in a Constitution like ours "where there is a 
division of legislative subjects but the residuary power 
is vested in Parliament. such residuary power cannot 
be so expansively interpreted as to whittle down the 

·power of the State Legislatures". (M/s. lnternali(Jilal 
Tottrist Corporation Vs. State of Haryana. 01 ). 

Experience of other Federation~ 

2.6.1 0 The proponents of the proposal to assign 
the residuary powers to the States draw their ins
piration from the Constitution of the United States 
of America and of the Commonwealth of Austraha. 
The Constitutions of these countries give enumerated 
Jowers to the National Government and the undis
tributed residuum to the Units. The proponents do 
not appear to have gone behind the theoretical facade 
of these Constitutions to see their functional reality 
and historical background. They have overlooked 
two crucial facts. The first is that, in the United 
States, the federation came into existence as a result 
of a voluntary compact whereby the pre-existing 
independent States surrendered a part of their sove
reign powers with respect to certain specified matters 
of common concern to a unified federal entity, re
taining the unsurrendered residue with them. The 
Commonwealth of Australia was also formed in a 
similar manner. The mode of formation of the Union 
of States in India was entirely different. Even under 
the Government of India Act, 1935, which introduced 
the federal concept, the Provinces were not sovereign 
entities. The Constitution of India s not the result 

(20) s,., SJOrv•i H. M. : G)nititutionll bw of India, 3rd 
E lit ion, p. 2012. 

(!I) 1931 (2);SCR. 364 (372). 



of any agreement or ~:ompact between 5overeign 
independent Units. The basic premise on which the 
non-descript residuary powers could be left with the 
constituent units, did not exist in the case of India. 
The Units (Provinces/States) have been the creature 
of the Constitution. The Constitution itself was 
framed by the 'People of India' in the Constituent 
Assembly. Thus, from a historical stand-point, the 
co!ls~ituent. units .of the Indi.an Union. has no pre
extstmg nght or mherent clatm to be mvested with 
the residuary powers. 

2.6.11 The second stark fact which has escaped 
their notice is that, both in Australia and the United 
States of America, there has been a continuous 
expansion of the functional role of the Federal Govern
ment. Such expansion has completely altered the 
federal balance of powers in favour of the National 
Government with corresponding attenuation of the 
residuary powers of the constituent States. 

2.6.12 How this transformation has come about 
in America can best be described in the words of 
United States Advisory Commission on Inter-Govern
mental Relations. Reporting in July 1980, this 
Commission observed : 

"The period since about 1960 has been an era of 
dramatic, even drastic, change in American 
Federalism .... The resulting transformation 
in fiscal, administrative and political arrange· 
ments has left no governmental jurisdiction, 
and very few citizens untouched. The rate 
and magnitude of change bas been so great 
over this period that some, observers contend 
that an entirely new inter-governmental system 
has emerged." 

Again in June, 1981, the same Commission repor
ted : " .•... Since the so-called Roosevelt-Court 
battle in 1937, Congress has been relativelv un
constrained in its interpretation of wh.at is 
"necessary and proper", of what constitutes 
legitimate spending for the "general welfare" 
and of what ,activities-intra as well as inter
State are justifiable national concerns under 
the inter-State Commerce clause. Moreover, 
since the early 1920s, the (Supreme) Court has 
consistently given its okay to the accompli
shment of national purpose through conditional 
grants-in-aid. All of these "green lights" 
offered to ConjiTess the legal mechanisms for 
expanding the federal functional role." 

•rhus through the mid of late 1950s and continuing 
and gaining momentum through the 1960s 
and 1970s, what has come to be known as 
"judicial activism" worked both directly and 
drcuitously to enlarge the number and type of 
!'unctions that were to be legitimate national 
activities under Congress substantial spending 
and commerce powers and under the First 

[and Fourteenth JAmendments ...... •• 

2.6. L A, ir th~ United Statfs of America so in 
Australia, the Courts, through liberal interpretation 

(22) Renort of Advisory Commission on Inter-govern menta I 
Relations, June 1981, page 2!. 
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of the Constitutional provisions, have helped sub
stantial extension of the f:dcrc I kgisbtive power into 
fields . which were originally considered to be the 
exclustve concern of the States. 

2.6.14 The experience of the working of the fede
ration in the United States of America and in Aus
tralia shows that expansion in the power of the Central 
Government with relative decline in that of the State 
Governments is inevitable to reach something of an 
equilibrium in that delicate balance of Central and 
State powers essential to the working of a federal 
system under modern world conditions. The Courts 
play a significant role as a balancing wheel for har
monious adjustment of Union-State relations. 

2.6.15 For reasons mentioned in the preceding 
paragraphs, we are unable to accept the suggestion 
that residuary powers should be vested in the States. 

2.6.16 We now take up for consideration the 
suggestion that Entry 97 of the Union List be trans
ferred to the Concurrent List. Such an arrangement 
would have the advantage of enabling both the Union 
'and the States to legislate in regard to any new matter, 
which is not enumerated in any of the three Lists. 
However, it is noticed that Entry 97 of List I read 
with Article 246 and Article 248 includes the power of 
imposing a tax not mentioned in either List I or List 
II. The Constitution-makers did not place any Entry 
relating to tax in the Concurrent List. They advisedly 
refrained from doing so, to avoid Union-State frictions, 
double taxation and frustrating litigation. The 
placement of the residuary matters of taxation 
in the Concurrent List, thereof ore, would run counter 
to these basic considerations underlying the scheme of 
the Constitution. Further, the power to tax may 
be used not only to raise resources but also to regulate 
economic activity. Situations may arise where, 
under the garb of a new subject of taxation, a State 
may legislate in a manner prejudicial to national 
interest. We are of the view that residuary power of 
legislation in regard to taxation should advisedly 
remain with Parliament. But, the residuary field 
other than that of taxation, may be transferred to the 
Concurrent List. 

2.6.17 We have noted earlier that one of the reasons 
for vesting residuary powers in the Unionwas the 
need for ensuring a strong Centre. The proposal 
which we are making does not detract from the ob
jective; for, the residuary matters of taxation would 
continue to remain in the Union List. Only non
descript matters (sans taxes) would be excluded from 
the ambit of Entry 97, List I and transposed to the 
r::oncurrent List. The exercise of legislative power 
of the States with respect to such residuary non-tax 
matters, in the Concurrent List, would also be subject 
to the rules of Union Supremacy built in the scheme 
of the Constitution, particularly Articles 246 and 
254. 

2.6.18 We recommend that residuary powers of 
leJZislation in regard to taxation matters should remain 
with Parliament, while the residuary field, other 
than that of taxation, should be placed in the Con
current List. The Constitution may be 5uitably 
amended to give effect to this recommendation. 



7. PART II-STRUCTURAL & FUNCTIONAL 
ASPECTS OF THE LEGISLATIVE LISTS 

Outline and Scheme of the Legislath·e Lists 

_2.7.01 ~riginally, the~e were 97 items in the Union 
L~st, 66 m the State List and 47 in the Concurrent 
List. . As_ a result of subsequent amendments of the 
Constitution, the number of Entries in the Union 
List and the Concurrent List has increased to 99 and 
52, respectively; while the number of Entries in the 
~tate List has. decreased. to 62. (Details of the addi
tions and deletions are giVen in Annexure II.2). 

2.7.02 The Union List includes matters such as 
Defence, Foreign Affairs, Foreign Jurisdictions' 
Citizenship,. Railways, Posts & Telegraphs, Tele~ 
phones, Wrreless, Broadcasting and other like forms 
of communi~tion, _Airways, Banking, Coinage, 
Currency, Umon Duties and Taxes etc. The Union 
~as exclus!ve le~slative power with respect to matters 
m the Umon List. The State List includes items 
such as, Public Order, Police, Public Health Locai 
Government, Agriculture, Land, Rights in ~r over 
Land, _land Tenures, Land Improvement, Alienation 
of Agncultural Land, Colonisation, Fisheries Markets 
and. Fairs, ~oney Lending and Money' Lenders, 
Relief of Agncultural Indebtedness Preservation 
prot~tion and. impro_vement of live ~tock and pre: 
ventiOn of ammal diseases etc. and certain duties 
and taxes. The State Legislatures have exclusive 
powers of legislation with respect to matters in the 
State List. The Concurrent List includes items of 
concurrent legislative jurisdiction of the Union and 
the States, such as, Criminal Law, Criminal Pro
cedure, Administration of Justice, Constitution 
and Organisatio~ of all Courts, except the Supreme 
Court _and the High Courts, Marriage and Divorce, 
Adoption, Wills, Intestacy and Succession Contracts 
Actionable Wrongs, Trusts and Trustees: Civil Pro: 
cedure, . Forests, Economic and Social Planning, 
PopulatiOn control and Family Planning, Social 
Insurance, Welfare of Labour, Commercial and In
dustrial monopolies, Legal, Medical and other pro
fessions, Price Control etc. There are no taxes and 
duties in the Concurrent List. 

2.7.03 The tlrree-fold division of subjects of legi
slation rests on the broad postulate that matters of 
national concern are placed in the Union List and 
those of purely State or local significance in the State 
List. Matters of common Union-State interest re
quiring uniformity in main principles tlrroughout 
the country are included in the Concurrent List. 
Nonetheless, these tlrree Lists do not effect a water
tight division. 

Entries having Inter-face or enabling the Union to 
Control or take over State Field 

2.7.04 It is inevitable that many Entries in the State 
List should have an inter-face with those in the 
Union and Concurrent Lists. In the Constitutional 
scheme six different pattens of inter-connection can 
be discerned. Certain aspects or parts of a subject 
may be of local concern, while other aspects of the 
same subject are of national importance (Group I). 
Some subjects of legislation, which belong exclusively 
to the States are made expressly subject to certain 
Entrilll in the Concurrent List (Group II). Certain 
other subjects in List II have been similarly made 
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subject to certain provisions in the Union List (Group 
III). Certain Entries in List II have been made subject 
to laws made by Parliament (Group IV). Certain 
subjects which in the first instance are within the 
exclusive competence of the States, can become the 
subject of exclusive Parliamentary legislation if the 
requisite declaration of public interest or national 
importance, as the case may be, is made by Parlia
ment by law (Group V). Yet another pattern of 
inter-connection is seen in certain Entries in List III 
being made subject to cert~in Entries in List I or a 
law made by Parliament (Group VI). 

2.7.05 We have identified the important Entries 
having an inter-face and classified them into these 
six groups, as shown below. It is not claimed that 
this grouping is perfect. While illustrating the pat
tern of inter-connection, it does not denote rigid 
compartmentalisation. An Entry may have attri
butes of more than one group. 

Group I 

(i) With respect to "roads, bridges, ferries and 
other means of communication", Entry 13, 
List II covers only the remainder of the same 
matters in the Union List. 

(ii) Entry 63 of List II with respect to rates of 
stamp duty on documents other than those 
specified in List I (e.g. in Entry 91, List 1). 

(iii) Entry 32, List II includes only the remainder 
of what in the same area, is covered by Entries 
43 and 44 of List I. 

Group II 

(i) Entry 26 (Trade and Commerce within the 
State) and Entry 27 (Production, Supply and 
distribution of goods) in List II are subject to 
Entry 33 of List III. . 

(ii) Entry 57 (Taxes on Vehicles) of List II is sub
ject to the provisions of Entry 35 of List III. 

Group ill 

(i) Entry 2 (Police) of list II is subject to the pro
visions of Entry 2A, (Deployment of armed 
forces .... of the Union in aid of the civil 
power) in List I. 

(ii) Entry 13 of List II, with respect to inland water
ways and traffic thereon, is subject inter alia 
to Entry 24 of List I and, among others, to 
Entry 32 of List III. 

(iii) Entry 22 of List II is subject to Entry 34 of 
list I, with respect to Courts of Wards. 

(iv) Entry 33 with respect to 'Theatres and dramatic 
performances, cinemas', in List II is subject 
to Entry 60 of List I. 

(v) Entry 54 (Taxes on the sale or purchase of goods) 
of List II is subject to Entry 92A of List I. 

Group IV 

(i) Entry 37 of List II (Elections to State Legis
laures) is subject to provisions of any law 
made by Parliament. 



(ii) Entry SO (Taxes on mineral rights)-of List U 
is subject to any limitations imposed by Parlia
ment by law relating to mineral development. 

Group V 
(i) Entry 17 (Water supplies, irrigation and canals, 

drainage and embankments, water storage and 
water power) of List II is subject to the pro
visions of Entry 56 of List I which enables the 
Union to take over r.:gulation and deve
lop.nent of Inter-State rivers and river valleys 
to the extent to which such regulation and 
development under the control of the Union 
is declared by Parliament by law to be expe-
dient in the public interest. · 

(ii) Entry 23 (Regulation of mines and mineral 
development) in List II is subject to the provi
sions of List I with respect to regulation and 
developm~nt under the control of the Union, 
to the extent it is declared by Parliament by 
law to b~ expedient in the public interest, 
in terms of Entry 54 of List I. 

(iii) Entry 24 (Industries) in List II is expressly 
subject to the provisions of Entries 7 and 52 
of List I, and its field becomes a subject of 
exclusive competence of the Union if Parlia
ment by law makes the requisite declaration 
under Entry 7 or 52 of List I, as the case may 
be. 

(iv) By making the requisite declaration of national 
importance in terms of Entries 62, 63, 64 and 
67 of List I, Parliament can enable the Union 
to take over, wholly or in part, the field of cer
tain Entries, such as , Entries 12 and 32 in List 
II and Entries 25 and 40 of List III. 

Group VI 

(i) Entry 19 _of List III, is su?ject to Entry 59 of 
List I, With respect to opiUm. 

(ii) Entry 31 of List III is subject to law made by 
Parliament. 

(iii) Entry 32 of List Ill is subject to the provisions 
of List I, with respect to national waterways. 

(iv) Entry 33(a) of List III, with respect to 'trade 
and commerce in and the production. sup
ply and distribution of, the products of any 
industry' is subject to any law made by Parlia
ment by making a declaration of public interest 
under Entry 52 of List I. 

(v) Entry 40 (Archaeological sites and remains) 
of List III is subject to law made by Parlia
m ,nt by making 'l declaration of national imp
ortance under Entry 67 of List I. 

(vi) Entries 63 to 65, List I inter alia deal 
with certain educational institutions, and Entry 
66 of List I deals with coordination and deter
mination of standards in institutions for higher 
education or research and scientific and tech
nical institutions. Entry 25 of List III, dealing 
with education, including universities, is 
subject to Entries 63 to 66 of List I. 
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8. CRiTICISM AND ISSUES RAISED REGARD· 
lNG THE UNION LIST 

2.8.01 Most State Governments, political parties 
and others do not des1re any bas1c change in the stru
cture of th~ Union .. List. Their critic1sm is chiefly 
duected agmst the operatwnal use of the Union 
~ist. The complaint is that the Union has through 
•nd1scrmunate use of 1ts legislative power under 
some of the Entries in List I, particularly Entries 52 
and 54, appropriated to itself needlessly excessive 
area of the State field, resulting in relative denudation 
of the Staks' legislative power under Entries 24 and 
23, respectively, of List 11. This complaint has been 
voiced by almost all the State Governments. How
ever, one in this group, wants Entry 56 of List I to be 
transferred to the Concurrent List. 

2.8.02 Two State Governments and some others 
~omplain that ~he scheme of distributiun of powers 
Js too much biased 10 favour of the U11ion and it 
requires revision. However, they have not made any 
specific proposals fo1 deletwn, reformulation or trans
fer of any item of the Union List, except that one of 
~hem has stated that itel?s like 'Broadcasting' (which 
Is pa, t of Entry 31 of List I) should be transterred to 
the Concurrent List, and that the scope of Entry 52 
of List I be cucumscnbed by clearly defining the 
term 'public interest·. Two other State Governments 
have suggested transfer of certain tax-items to the 
State List. 

2.8.03 Another State Government and an All India 
Party maintain that "while enlarging the scope of the 
States' sphere, we must also try to preserve and 
strengthen the Union authority in subjects .... such 
as Ddcnce, Foreign ~airs including Foreign Trade, 
Currency, Commurucatwn and Economic Coor
di~ati~n". This statement _is rather vague and general. 
It IS dlificl:l't to constru~ It as a plea for limiting 
the authonty of the Umon, to the few subjects such 
as Defence, Foreign Affairs, Currency etc. and for 
transferring the other items in. List I to List II. 

2.8.0.4 ~.noted in l?aragraph 2.4.04 the "Working 
CoiDIDlttee of a Regwnal party had demanded in a 
draft resolution that the jurisdiction of the Union 
should be restricted to only four subjects namely· 
Def nee, .Foreign Relations, Currency and Generai 
Commurucatwns. and the rest of the subjects should 
be the responsJbJhty of the States. But neither the 
"Whole House" nor the President of that same 
Regional_ J?arty, who appeared before us, nor any 
other political party that has communicated its views 
to us, nor any State Government, has taken such an 
extreme stand. 

2.8.05 One State Government has suggested ex
tensive structural changes affecting 29 Entries in the 
Union List. It has asked for total omission of Entry 
2A. It has suggested reformulatiOn, partial delt tion 
or transfer, wholly or in part, of Entries 7, 24, 25, 
30, 31, 32, 33, 40, 45, 48, 51, 52, 53, 54, 55, 56, 58, 
60,62, 63, 64, 66, 67, 76, 84, 85, 90 and 97 of List I to 
list II or some of them to List III. The main object of 
these proposals is to curtail the powers of the Union 
and increase those of the States. The focus of th~ 
criticism is on those Entries of List I which enable 
the Union to control or take over the field of certain 



Enuies in List ll. ~Th~s~ have been set out in para
graphs 2. 7 .05). The broau argument is that these 
Enuies are ami-f~deral. The proposed changes \\ould 
not only restrict the scope of tlJese Entries but comple
tely delink them from tlle provisions of List li and 
Li:;t ill and tllUs disable the Union in the exercise of 
its legislative power umler th~se Entries from 
taking over any part of the State or the ConculTent 
field. In short, the purpose of these proposeu c!Jan
ges is to make the three lists, in terms, mutuall~ 
exdasive. dow~ver, in the case of Entry 56 of List I, 
the p<OjJJ>.ll is iu reverse. It seeks to enlarge its 
scope so as to give the Union power to divert by law 
waters of any inter-State river to any part of the terri
tory of India. 

2.8.0.J Ano;(ter St.lte Government ha~ souglJt large
sC.lle ciunges in List I, in m.1uy cases similar to tile 
changes mentioned in the preceding paragraph. How
ever, as regards Entry 56, Li>t I, It has sought dde
tion of tlus Entry. 

9. ANALYSIS OF THE UNION ,LIST 

Priuciple.> of AuciUary Power~ ~uiding criterion 
f.:~r analysis 

2.9.lll Tile Constitutions of older federations spec•fy 
only a few broJad ll.eads of legislation Iewing it to the 
Courts to till the gaps and details through a process 
of liberal interpretation, deduction and adaptation 
to meet the exigencies of particular cases. The Con
stitution of the United States of America enumerates 
the powers of the National Government under 17 
broad heads only. Among those heads are 'defence' 
'coinage', 'commerce'. The Surpreme Court of the 
United States of America, over the years, by a liberal 
interpretation, has expanded these heads ot power to 
cover a variety of leg1slative fields. As aids to inter
pretation, the American Courts have evolved several 
principles, including the doctrine of "Incidental and 
ancillary powers"."' Because of the comprehensive 
nature of the enumeration of subjec1 s in the three 
Lists of our Constitution, those American doctrines 
do not have full and free application in India ... 
This, however, does not mean that the Entries in the 
three Lists of our Constitution are to be interpreted 
in a narrow, pedantic sense. It is an accepted princi
ple that the legislative heaas in these Lists should be 
generously interpreted and given the widest scope, 
and "each general word should be held to extend to 
all ancillary and subsidiary matters which can fairly 
and reasonably be comprehended in it".25 The 
test for the application of this doctrine is, whether 
the power claimed can be reasonably comprehended 
within the Constitutional power expressly granted. 
However, this doctrine cannot be extended to include 
something which is specifically provided in another 
Entry relating to that subject. Nevertheless, it can 
serve as a useful criterion for analysis and classifica· 
tion of many Entries in List I. 

2.9.02 Dcfenc~, Foreign Afrairs, Commumcauon 
and Currency arc matters which aro patently ofspeci~l 

(23) SeeM' Culloch Y. M.u·ylands (18J9) 4 Wheat 316. 
(24) B~mbaY Y. f'. 1>1. aalsara (!951) SCR. 682 and other 

ca~es. 

(25) Huus Muller Y. Superintendent !955(1) SCR.l285 and 
other c:;oaos. 
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significance for the nation as a \\hole. 1hey 
constitute a class by themselves. For the first stage 
of analysis, the question to be addresbed is: II OlllY 
the four subjects viz., Defence, l'oi'Cign Retatio11s 
(Aftairs), Communication_ and Curren~y were men
tioned m L1ot I, how many other related items · 
in the' L1st would be subsumc:d under these heads as 
necessarily incidental, or anc1tlary thereto 1 Keepin& 
this criterion in view, we have attempted to classily 
the items in List I into four groups under these four 
heads. lt is not claimeu th<.t this &rvuping IS 
perf.: ct. Some Entries may tall in more than one group. 
However, this would sullice for the limited purpose 
of identifying the total number of entries in List i 
which could reasonably be comprehended within 
these four main heads -of legislation. 

2.9.03 On the principle of incidental and ancillary 
powers, items ol this kinu in List I \\hich can be 
grouped under these four categoric<.! heads, are as 
follows: 

Class 1-Matters patently of National Concern 

A. Defence : This main .subject would cover 
these 1 terns : 

(i) Defence of India and every part thereof includ
ing preparation for defence and aU such acts as 
may be conducive in times of war to its prose
cution and after its termination to etlective 
demobilisation. (Entry .•• 

(ii) Naval, Military and Air Forces; any other 
armed forces of the Union. (Entry 2) 

(iii) Deployment of any armed force of the Union 
or any other force subJect to the control of the 
Union or any contingent or unit thereof in 
~n~ State in aid. of the civil powtr; powers, 
JurJsdicUon, pnvlleges and !Jabilities of the 
members of such forces while on such deploy
ment. (Entry 2A) 

(iv) Delimitation of cantor.ment areas, local self
government in such areas, the constitution and 
powers within such areas of cantonment au
thorities and the regulation ol house acco
mmodation (including the control of rents) 
in such areas. (Entry 3) 

(v) ~_Naval, military and air force works. (Entry 4) 

(vi) Arms, firearms, ammunition and explosives. 
(Entry 5) 

(vii) Industries declared by Parliament by law to 
be necessary for the purpose of defence or for 
the prosecution of war. (Entry 7) 

(viii) Atomic energy and mineral resources nece
ssary for its production. (Entry 6) · 

(ix) Preventive detention for reasons connected 
with Defence, Foreign Affairs or the security 
of Ind1a; persons subjected to such detention. 
(Entry 9) 

(x) Central Bureau of Intelligence and Investi
gation. (Entry 8) 

(xi) Admiralty jurisdiction (P«rt of Entry 95). 

(xii) War and Peace. (Entry 15), 

(Totlll Entries : 12) 



B .. F~re.ign ;Affairs : This main subject, "Foreign 
Affairs , IS wide enough to encompass these items: 

(i) Foreign affairs; all matters which brir1g the 
Union intc> relation with any foreign country. 
(Entry 10). 

{ii) Diplomatic, consular and trade representa
tion. (Entry I I), 

{iii) United Nations Organisation. (Entry 12), 

(iv) Participation in international conferences, 
associations and other bodies and implemen
ting of decisions made thereat. (Entry 13). 

{v) Entering into treaties and agreements with 
foreign countries and implementing of trea
ties, agre<ments and conventions with foreign 
countries, (Entry 14). 

(vi) Foreign jurisdiction. (Entry 16). 

(vii) Citizenship, naturalisation and aliens, (Entry 
17). 

(viii) Extradition. (Entry 18), 

(ix) Admission into, and fmigration and expulsion 
from, India; passports and visas. (Entry 19), 

(x)j Pilgrimages to places out side India. (Entry 
20). ' 

(xi) Piracies and crimes ccmmitted on the high 
seas or in the- t ir; offences against the law 
of nations committed on land or the high 
seas or in the air. (Entry 21). 

(xii) Port quarantine, including hospitals connected 
therewith; seamen's and marine hospitals. 
(Entry 28). 

(xiii) Foreign loans. (Entry 37). 

(xiv) Trade and commerce with foreign countries;. 
import and export across customs frontiers; 
definition of customs frontiers. (Entry 41), 

(xv) Establishment of standards of quality for goods 
to be exported out of India or transported from 
one State to another. (Entry 51). 

(xvi) Fishing and fisheries beyond territorial waters. 
(Entry 57). 

(Total Entries : 16) 

C. Communicatons : This generic head, "Communi
cations", would carry in its sweep the following 
items : 

(i) Railways (Entry 22). 

(ii) Highways declared by or under law made by 
Parliament to be national highways. (Entry 23), 

(iii) Shipping and navigation on inland water-ways, 
declared by Parliament by law to be· national 
water-ways, as regards mechanically propelled 
vessels; the rule of the road on such water· 
ways. (Entry 24). 

(iv) Maritime shipping and navigation, including 
shipping and navigatic,n on tidal waters; provi
sion of education and training for the mercan
tile marine and regulation of such education 
and training provided by States and other agen· 
oieF i (Entry 2~). 
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{v) Lighthous~s~ including lightships, beacc ns and 
o~her prOVISion ft r the safety of shipping and 
aircraft. (Entry 26). 

(vi) ~orts declared.b)l or underlaw made by Par
~Iamrnt or eXIsting law to be major ports 
mcludtng their delimitation, and the ccnsti~ 
tutiCn and powers of port authorities therein. 
(Entry 27). 

(vii) ~rways; aircraft and air navigaticn; provi
siOn of ae~odromes; regulation and organi
sat!on of air traffic and of aerodromes; pro
VIsion for ll;eronautical educaticn and training 
and ~egulation of such education and training 
provided by States and other agencies. 
(Entry 29). 

(viii) Carriag~ of passengers and goods by railway, 
s~a or au, or by nat•onal water-ways in mecha
mcally propelled vessels. (Entry 30). 

(ix) Posts and tdegraphs, telephcnes wireless 
b~oa~casting and other like forms of commu: 
nication, (Entry 31). 

(Total Entries : 9) 

D. Currency :The main subject "Curr<ncy" would 
take in the following matters : 

(i) Public del:t of the Union. (Entry 35), 

(ii) Currency, coinage and legal tender ; foreign 
exchange. (Entry 36). 

(iii) Reserve Bank oflndia. (Entry 38). 

(iv) Post Office Savings Bank. (Entry 39). 
(v) Banking. (Entry 45). 

(vi) Bills of exchange, cheques, promissory notes 
and other like instruments. (Entry 46). 

(Total Entries 6) 

Thus, the classes of subjects : Defence Foreign 
Affairs, Communicaticns and Currency ~ould en
compass as many as 43 Entries in List I. 

Class IT-Matters vital for the Union and its 
Functioning•• 

2.9.0~ ~~ ~ve•Y duo! system b~sed on separation of 
responsibi~IIJes there are certaiD legislative matters 
which are mherently essential for the distinct existence 
of the National entity and the effective exercise of its 
governmet;ltal funct~on~. Th.ey are, Sf! to say, integral 
to the UD:wn organisatJcn, Its agencies and functions. 
From their very nature, thertfore, such matters cannot 
but be the exclusive concern of the Union. Matters in 
List I belonging to this Class are : 

(i) Property of the Union and the revenue there· 
from, but as regards property !ituated in a 
State subject to legislation by the State save 
in so far as Parliament by law otherwise' pro
vides. (Entry 32). 

(ii) Courts of wards for the estates of Rulers of 
Indian States. (Entry 34). 

. (26) No,te : In some of the Entries, the portions shown 
w~thm br. 1Cie.e[S .,.,.attaiJy rolate to Statea and have been dealt 
With .•eparately. 



Entcies iu List ll. tTllese llave been set out in para
graphs 2. 7.05). The broad argument is that these 
£ntcies are ami-federal. The proposed cllanges \\ould 
not only restrict the scope of these Entries but comple
tely delink them from the pruvisions of List II and 
List lll and tl!.us disable the Uniun in the exercise of 
its legislative power under these Entries from 
taking over any part of the State or the ConcmTent 
li~IJ. In sllort, the purpose of these proposed chan
g~s is tv make the three lists, in terms, mutuall~ 
ex.;lu.>ive. !iow~ver, in the case of Entry 56 of List I, 
tlte p~opos.ll is in cev~rse. It seeks to enlarge its 
scupe so as to give the Union power to divert by law 
waters of any inter-State river to any part of the terri
tory of InJta. 

2.S.O.J Ano.~er SWie Government has sought large
scale cila.1ges iu List I, in lllJ.<lY cases similar to the 
changes m~utioaed in tl!.e preceding paragraph. How
ever, as regards Entry 56, Li>t I, It llas sought dele
tion of tlus Entry, 

9. ANALYSIS OF THE UNION .usT 

Prioo:iple.> of Aao:illary Poweu guiiling criterion 
fur aualy>is 

2.9.0I Tlle Cuu:;titutions of older federations spectfy 
only a few brvad heads of legislation le:. ving it to the 
Cuurts to Jill the gaps and details through a process 
of liberal interpretation, deduction and adaptation 
to meet th~ exigencies of particular casts. The Con
stitution of the United States of America enumerates 
tl!.e powers of the National Government under I7 
broad heads only. Among those heads are 'defence' 
'coinage', 'commerce'. The Surpreme Court of the 
United States of America, over the years, by a liberal 
interpretation, has expanded these heads ol power to 
cover a variety of legtsiative fields. As aids to inter
pretation, the American Courts have evolved several 
principles, including the doctrine of "Incidental aLd 
ancillary powers"."" B~cause of the comprehensive 
nature of the enumeration of subjec' s in the three 
Lists of our Cunstitution, those American doctrines 
do not have full and free application in India.•• 
This, however, does not mean that the Entries in the 
three Lists of our Cunstitution are to be interpreted 
in a narrow, p~d~ntic sense. It is an accepted princi
ple that the legislative heaas in these Lists should be 
generously interpreted and given the widest scope, 
and "each general word should be held to extend to 
all ancillary and subsidiary matters which can fairly 
and reasonably be comprehended in it".25 The 
test for the application of this doctrine is, whether 
the power claimed can be reasonably comprehended 
within the Cunstitutional power expressly granted. 
However, this doctrine cannot be extended to include 
somethlng w;uch is specifically provided in another 
Entry relating to that subject. Nevertheless, it can 
serve as a useful criterion for analysis and classifica· 
tion of many Entries in List I. 

2.9.02 Ddenc.:, Foreign Affairs, Commurucauon 
anJ C.1rrency are matters which ar, patently of speci;,J 

(23) SeeM' Culloch V. !>Lrylands (18J9) 4 Wheat 3!6. 

(24) B:>mb•Y V. F. '"· aalsara (!95i) SCR. 682 and other 
ca>es. 

(25) Hu.J.s Muller V. Sa,Jerintcndcnt 1955(1) SCR.J285 and 
oth.r c;oaos. 
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significance for the nation as a whole. lhey 
constitute a class by th(mselves. For the first stage 
of analysis, the question to be addres;ed is: II OJ.JlY 
the four subjects viz., Ddcnce, .Fore1gn Relatious 
(Aftairs), Communication_ and Curren~y were men
tioned m Lt:>t I, how many other related items · 
in the· Ltst would be subsum.:d under these heads as 
necessarily incidental, or anctllary thereto? Keepinl', 
this criterion in view, we have attempted to classily 
the items in List I into four groups under these four 
heads. It is not claimeu th<.t thiS grvuping is 
pert~ ct. Some Entries may fallin more than one group. 
However, this would sullice for the limited purpose 
of identifying the total number of entries in Ltst .i. 
which could reasonably be comprehended within 
these four main heads -of legislatiOn. 

2.9.03 On the principle of incidental and ancillary 
powers, items ol this kinu in List I \\hich can be 
grouped under these four categoricd heads, are as 
follows: 

Class 1-l\Iatters patently of National Concern 

A. Defence : This main subject would cover 
these i terns : • 

(i) Defence of India and every part thereof includ
ing preparation for defence and all such acts as 
may be conducive in times of war to its prose
cution and after its termination to etiective 
demobilisation. (Entry .1' 

(ii) Naval, Military and Air Forces; any other 
armed forces of the Union. (Entry 2) 

(iii) Deployment of any armed force of the Union 
or any other force subJect to the control of the 
Union or any contingent or unit thereof in 
an~ St<.te in aid. of the civil power; powers, 
JUnsdictwn, priVIleges and liabilities of the 
members of such forces while on such deploy
ment. (Entry 2A) 

(iv) Delimitation_ of cantor.ment areas, local self
government m such areas, the constitution and 
powers within such areas of cantonment au
thorities and the regulation ot house acco
mmodation (including the control of rents) 
in such areas. (Entry 3) 

(v} "Naval, military and air force works. (Entry 4) 

(vi) Arms, firearms, ammunition and explosives. 
(Entry 5) 

(vii) Industries declared by Parliament by law 'to 
be necessary for the purpose of defence or for 
the prosecution of war. (Entry 7) 

(viii) Atomic energy and mineral resources nece
ssary for its production. (Entry 6) · 

(ix) P~eventive detention for reasons connected 
wah Defence, Foreign Affairs or the security 
of Indta; persons subJected to such detention. 
(Entry 9) 

(x) Central Bureau of Intelligence and Investi
gation. (Entry 8) 

(xi) Admiralty jurisdiction (Part of Entry 95). 

(xii) War and Peace. (Entry 15), 

(Tot11/ Entries : 12)" 



B .. F~re_ign ~!fairs : This main subject, "Foreign 
Affalfs , IS Wide enough to encompass these items: 

(i) For~ign. affairs; all matters which bring the 
Umon mtC' relation with any foreign country. 
(Entry 10). 

(ii) Dipkmatic, CC'mular ar.d trade representa
tion. (Entry II), 

(iii) United Nations Organisation. (Entry 12), 

(iv) Participation in international conferences . . , 
associatiOns and other bodies and implemen-
ting of decisions made thereat. (Entry 13). 

{v) Entering into treaties and agreements with 
f?reign countries and implementing of trea
ties, agre,ments and conventions with foreign 
countries, (Entry 14). 

(vi) Foreign jurisdiction. (Entry 16). 

(vii) Citizenship, naturalisation and aliens. (Entry 
17). 

(viii) Extradition. (Entry 18). 

(ix) Admission into, ar.d fmigration and expulsion 
from, India; passports and visas. (Entry 19), 

{x)j Pilgrimages to places out side India. (Entry 
20). . 

(xi) Piracies and crimes ccmmitted on the high 
seas or in the- ~ ir; ofiences against the law 
of nations committed on land or the high 
seas or in the air. (Entry 21). 

(xii) Port quarantine, including hospitals connected 
therewith; seamen's and marine hospitals. 
(Entry 28). 

(xiii) Foreign loans. (Entry 37). 

(xiv) Trade and commerce with foreign countries;. 
import and export across customs frontiers; 
definition of customs frontiers. (Entry 41), 

(xv) Establishment of standards of quality for goods 
to be exported out of India or transported from 
one State to another. (Entry 51). 

(xvi) Fishing and fisheries beyond territorial waters. 
(Entry 57). 

(Total Entries : 16) 

C. Communicatons :This generic head, "Communi
cations", would carry in its sweep the following 
items : 

(i) Railways (Entry 22). 

(ii) Highways declared by or under Ia w made by 
Parliament to be national highways. (Entry 23), 

(iii) Shipping and navigation on inland water-ways, 
declared by Parliament by Jaw to be· national 
water-ways, as regards mechanically propelled 
vessels; the rule of the road on such water
ways. (Entry 24). 

(iv) Maritime shipping and navigation, including 
shipping and navigation on tidal waters; provi
sion of education and training for the mercan
tile marine and regulation of such education 
and training provided by States and other agen
oieFj (Entry 2.5). 
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(v) Lighthous~s~ including lightships, beaccns and 
o_ther prOVISion fc r the safety of shipping and 
aircraft. (Entry 26). 

(vi) ~orts declared .b~ or under law made by Par
~Iame~t or existmg law to be major ports 
mcludmg their delimitation, and the consti~ 
tutic n and powers of port authorities therein. 
(Entry 27). 

(vii) Airways; aircraft and air navigation; provi
siOn of aerodromes; regulation and organi
sat!on of air traffi~ and of aerodromes; pro
VISion for ~eronautJcal educaticn and training 
and ~egulation of such education and training 
provided by States and other agencies. 
(Entry 29). 

(viii) Carriag~ of passengers and goods by railway, 
s~a or au, or by natJOnal water-ways in mecha
nically propeUed vessels. (Entry 30), 

(ix) Posts an? tdegraphs, . telephcnes, wireless, 
b~oa~casung and other like forms of commu
nicatiOn. (Entry 31 ). 

(Total Entries : 9) 

D. _Currency :The main subject "Curr< ncy" would 
take m the following matters : 

(i) Public del:.t of the Union. (Entry 35), 

(ii) Currency, coinage and legal tender ; foreign 
exchange. (Entry 36). 

(iii) Reserve Bank of India. (Entry 38). 

(iv) Post Office Savings Bank. (Entry 39). 

(v) Banking. (Entry 45). 

(vi) Bills of exchange, cheques, promissory notes 
and other like instruments. (Entry 46). 

(Total Entries 6) 

T~us, the classe~ of. subjects : Defence, Foreign 
Affairs, Communicaucns and Currency would en
compass as many as 43 Entries in List I. 

Class 11-Matters vital for the Union and its 
Functioning•• 

2.9.0~ ~~ ~ve•Y dud system based on separation of 
responsibi!Ities there are ~rtain legislative matters 
whrch are mherently essential for the distinct existence 
of the National entity and the effective eXercise of its 
governmeJ?-tal functions. They are, so to say, integral 
to the Un_wn organisaticn, its agencies and functions. 
From their very nature, thertfore, such matters cannot 
but be the exclusive concern of the Union. Matters in 
List I belonging to this Class are : 

(i) Property of the Union and the revenue there
from, but. as regards property Eituated in a 
~tate subject t~ legislation by the State, save 
1~ so far as Parliament by law otherwise pro
vides. (Entry 32). 

(ii) Courts of wards for the estates of Rulers of 
Indian States. (Entry 34). 

. (26) N~te : In some of the Entries, the portions shown 
wt.tbm br, 1C6.elts •~"•atia_IJyrolate to Statot and have been dCIIllt 
mth •oparately, 



(iii) Lotteries organised by the Government of 
India or the Government of a State. (Entry 
40). 

(iv) Industrial disputes concerning Union emplo
yees. (Entry 61). 

(v) Union Public Services : All India Services: 
Union Public Service Commission. (Entry 
70). 

(vi) Union pensions, that is to say,pensions payable 
by the Governmentoflndia or out of the Con
solidated Fund of India. (Entry 71). 

(vii) Elections to Parliament, to the Legislatures of 
States and to the offices of President and Vice
President ; the Election Commission. (Entry 
72). 

(viii) Salaries and allowances of members of Parlia
ment, the Chairman and Deputy Chairman of 
the Council of States and the Speaker and De
puty Speaker of the House of the People. 
(EntrY 73). 

(ix) Powers, privileges and immunities of each 
House of Parliament and of the members and 
the Committees of each House ; enforcement 
of attendance of persons for giving evidence 
or producing documents before committees 
of Parliament or commissions appointed by 
Parliament. (Entry 74). 

(x) Emoluments, allowances privileges, and rights 
in respect of leave of absence, of the President 
and Governors; salaries and allowances of 
the Ministers for the Union : the salaries, 
allowances and rights in respect of leave of ab
sence and other conditions of service of the 
Comptroller and Auditor-General. (Entry 
75). 

(xi) Constitution, organisation, jurisdiction and 
powers of the Supreme Court (including con
tempt of such Court), and the fees taken 
therein, persons entitled to practice before the 
Supreme Court. (Entry 77). 

(xil) Constitution and organisation (including va
cations) of the High Courts except provisions 
as to officers and servants of High Courts; 
persons entitled to practice before the High 
Courts. (Entry 78). 

(xiii) Extension of the jurisdiction of a High Court 
to, and exclusion of the jurisdiction of a High 
Court from, any Union Territory. (Entry 
79). 

(xiv) Audit of the accounts of the Union and of the 
States. (Entry 76). 

(xv) Inquiries, surveys and statistics for the pur
pose of any of the matters in this List. (Entry 
94). 

(Total Entries : 15) 

Class IIJ-Matters having National Dimensions 

2.9.05 Activities relating to many matters in List I 
have national dimensions and implications. Some of 
them have even international ramifications. For effec-
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tive administration of such matters, an integrated 
policy uniformly applicable throughout the country 
is essential. These are : 

(i) Inter-State trade and commerce. (Entry 42). 

(ii) Incorporation, regulaticn and winding up of 
corporations, whether trading or not, with 
objects not confined to one State, but not 
including universities. (Entry 44). 

(iii) Establishment of standards of weight and 
measure. (Entry 50). 

(iv) Co-ordinaticn and determinaticn of standards 
in institutions for higher education or research 
and scientific and technical institutions. (Entry 
66). 

(v) Inter-State Migration; inter-State quarantine. 
(Entry 81). 

(vi) The Survey oflndia, the Geolog· cal, botanical, 
Zoological and Anthrorolcgical Surveys of 
India; Meteorological Organisations. (Entry 
68). 

(vii) Census. (Entry 69). 

(viii) Insurance. (Entry 47). 

(ix) Stock exchanges and futures markets. (Entry 
48). 

(x) Incorporation, regulation and winding up of 
trading corporations, including banking, ins
urance and financial corporations but not in
cluding co-operative societies. (Entry 43). 

(xi) Patents, inventions and designs; copyright; 
trade-marks and merchandise marks. (Entry 
49). 

(xii) Cultivation, manufacture, and sale for export, 
of opium. (Entry 59). 

(Total Entries : 12) 

Class IV-Tax Matters 

2.9.06 The Union List includes 13 specific tax
items. These are in Entries 82, 83, 84, 85, 86, 87, 
88, 89, 90, 91, 92, 92A and 92B. Residuarv non
descript texes are covered by Entry 97. Taxation items 
are separately mentioned from general legislative 
heads in the Union List and the Stale List. There 
are no tax-items in the Concurrent List. 

2.9.07 The allocation of fields of taxation between 
the Union and the States is designed to promote maxi
mum possible efficiency in tax administration withe ut 
impairing the economic unity of the nation. In distri
buting the taxation powers, the Constitution ende
avours to take careofboth aspectsofthis basic princi
ple. Mostofthe major taxes figuring in the Union List, 
such as, customs duties, Union excise duties, Corpora
tion Tax and Income-Tax, can, by their very nature 
be effectively administered by the Union. Broad uni: 
formity in the charging principles and incidence of 
these ~axes is essential for preserving the economic 
integrity of the country. The Constitution seeks to 
ensure this by putting them in the Union List. 



2.9.08 The core of the constitutional scheme which 
governs Union-State financial relatic ns is ccntained 
in Articles 268 to 281. The outline of this scheme is 
that stamp duties and excise duties mentioned in 
Article 268 and Entries 84 and 91 of List I are levied 
by the Union but collected and appropriated by the 
States. Duties and taxes mentioned in clauses (a) to 
(h) of Article 269(1) referable to Entrie~ 87, 88, 89 
90, 92, 92A and 92B. are levied and collected by th~ 
Union but assigned to the States. Income-tax (Entry 
82, List I) is compulsorily shareable with the States. 
At present, the bulk of income-tax proceeds are being 
distributed among the States on the recommendations 
of the Finance Commission. Union duties of excise 
other than excise on medicinal and toilet preprations, 
mentioned in Entry 84, List I, are optionally shere
able with the Str·tes. The proceeds of these duties to the 
extent of 45% 'l.re b~ing iistributed among the States. 
Duties of customs (Entry 83) have an interface with 
foreign trade, which involves movement of goods 
across the international borders. 

2.9.09 It will be seen that the proceeds of some of 
the taxes under these 13 Entries in List I, do not form 
part of the Union fisc. Many of them, though levied 
bv the Union, are distributed among the States. One 
of the objects of making the Union the larger tax 
collector and distributor of revenues to the States, is 
to enable the Union to reduce economic disparities 
and regional imbalances through equitable distribu
tion of resources among the States. Through tax-shar
ing and grants, the constitutional scheme further 
seeks to mantain a proper balance between the tax 
revenues and the governmental responsibilities of the 
Union and the States. Trasnfer ofta~·revenues by the 
Union to the States is made on the recommendations 
of the Finance Commission. The issue~ raised by 
some State Governments with respect to certain speci
fic tax-items or financial provisions have been dealt 
with in the Chapter on "Financial Relations". It will 
suffice to say here that, prima facie. there appear to 
be good reasons for including these tall-items in the 
Union List. 

2.9 10 The above analysis of matters in List I leads 
to the following conclusions ; 

(i) Forty-three Entties threin are necessarily inci
dential or ancillaty to the fom subjects, viz., 

rDefence. Foreign Affairs. Cuuency qn(l Com. 
munication>, which ate indisputably matters 
of national concetn. 

(ii) Fifteen Entries comprise matters which are 
integral to or esssential tor the effective func
tioning of the Union and its organisation. 

(iii) Twelve Entries are in respect of matters which 
are predominantly of national significance. 
They have national dimensions and implica
tions. They can be best handled at the national 
level. 

(iv) Thirteen Entties relate to fields of taxation, 
Proceeds of a number of these taxes are 
trsn~ferred by the Union to the States by way 

• ot tax-sharing or grants. 

2.9.11 In the light of the above analysis we now 
proceed to consider the structural and functional 
changes proposed with respect to the Union List, 
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2.9.12 We would first consider the extreme demand 
in a draft resolution as noted at Para 2.4.04 'that the 
intetference of the Union should be restrictld to De
f~nce, F01eigo Relations, Currency and General Com
munications ; and all other powets should vest in 
the States. Further, that for the expenditure incurrtd 
by the Union in respect of the above subjects, the Sta
tes would contribute in proportion to their represen
tation in Parliament'. 

2.9.13 Taking the demand, ex-facie, without any ad
dition or subtraction, it means that only these four 
subjects should remain in the Union List and all other 
items including heads of taxation, should be excluded 
from this List and assigned to the States. As demons
trated in paragraphs 2.9.03 these four 'subjects' if 
interpreted in their widest amplitude on the principle 
of i~pli~d and an~illat.Y powers will not include any 
taxation tlems. This bemg so, we are of the view that 
under such arrangements the country cannot survive 
as one integrated nation. Nowhere in the world today 
exists a Union or a federation in which the Nationa'I 
Government has no fiscal resources of its own, inde
pendent of the constituent units. 

2.9.14 Moreover, the proposed redistribution of 
powers would require drastic changes in the basic 
scheme and Frame work of the Constitution "so 
sedulously designed to protect the independence and 
ensure the unity and integrity of the country". This is 
an implic?tion which under our Terms of Reference 
we are imperatively required not to disregard. Making 
of such wholesale structural changes in the fundamen
tal fabric of the Constitution may even be beyond the 
scope of Article 386. · 

2.9.15 For these reasons, we are unable to support 
the extreme demand that the jurisdiction of the Union 
should be limited to four subjects only and that it 
should have no powers of taxation, but subsist on 
contributions from the States. 

10. ISSUES RELATING TO LIST I 

2.10.01 One State ·Government has suggested a 
large number of modifications in the Union List. 
This will entail drastic reduction in the legislative 
sphere of Parliament and, in most cases, a correspon
ding increase in the ambit of the legislative field of the 
States. Before commencing examination of these 
suggestions, it is necessary to recapitulate that the 
Union List enumerates matters of exclusive or do
minant national interest, whereas the scope of the 
State List is restricted to areas of purely local con
cern. 

2.10.02 We have, in paragraphs 2.9.02 and 2.9.03 
above, tried to group the various Entries in List I 
inter alia, under the broad beads of Defence Foreig~ 
Affairs, Communication and Currency. We have 
noted there that an Entry or a part thereof may rela
te to more than one of. these h~ads. It is nobody's 
case that Defence, Foreign AffaJrs, Communications 
and Currency are not matters of national concern 
Many of the suggestions relate to deletion of portion; 
of certain Entries, which, incidentally or by necessary 
i~plication,. could fall within these four heads. In 
this connection, we have to keep in view the objective 
sought to be subserved by an Entry in question and 



the likely imp1ct g11 it of the modilkation suggested. 
Any suggestion which would detract from or impede 
the achievement of the objective. would not he in the 
interests of the nation. The possible impact of the sug
gestion on other important matters of national con
cern has also to be considered. We have not been 
supplied by the State Governments with particulars 
of actual hardship, if any, to the Sate arising out of 

~the operation of any Entry in question. In the absence 
of the same, the suggestions have to be dealt with 
purely on a theoretical plans. 

2.10.03 The first set of the entries in question 
consists of Entry 2A of List I and Entries 1 and 2 
of List IT. These Entries now read as under :-

2.10.04 Entry 2A, List 1-"Deployment of any 
armed force of the Union or any other force subject 
to the control of the Union or any contingent or 
unit thereof in any States in aid of the civil power; 
powers, jurisdiction, privileges and liabilities of the 
members of such forces while on such deployment". 

2.10.05 Entry 1, List 11-"Public Order (but 
not including the use of any naval, military or air 
force or any other armed force of the Union or of any 
other force subject to the control of the Union or of 
any contingent or unit thereof in aid of the civil 
power". 

2.10.06 Entry 2, List 11-"Police (including rail
way and village police) subject to the provisions of 
Entry 2A of List I". 

2.10.07 Entry 2A of List I and ~Article 257A27 

were introduced in the Constitution by the Forty
second Amendment. Prior to this amendment, Entry 
1 of List II only excluded "the use of naval. military 
or air forces or any other armed force of the Union in 
aid of the civil power" from its purview, while En
try 2 of List II was not subject to any Entry in List 
I. The latter Entry read : "Police, including railway 
and village police". The Forty-second Amendment 
extended the scope of the exclusionary clause of 
"any other force subject to the control of the Uni0n 
or of any contingent or unit thereof" and made Entry 
2 subject to the provisions of Entry 2A of List I. 

2.10.08 Article 257A was repealed by the FortY: 
fouth Amendment, but Entry 2A of List I and En
tries 1 and 2 of List II were left untouched. 

2.10.09 Two State Governments have each proposed 
a set of modifications of the aforesaid Entries. The 
suggstion of one of them is that in Entry 2A of List I, 
the words "or any other armed force of the Union or 

(21) "257 A. Assistance tn States by deplnvment of anned 
foru or other forceo of the Union-()) The Government 
of India may deploy any anned force on the Union or any 
other force subject to the control of the Union for dealing 
with any grave situation of law and order in any State. 

(2) Any anned force or other force or any contin~ent 
or unit thereof deployed under clau•e (I) in anv State 
shall act in accordance with such directions as the Gov
ernment of India may ililiue and sha11 not. save as other~ 
wi'IC provided in mch directions. be •ubject to the super
intendence or contra] of the State Government or any 
officer or authority mbordinate to the State Government. 

(3) Parliament mav. bv law, SPecify the powers. func
tions. privileges and Jiahiliti.. of the members of any 
force or any contin~ent or unit thereof deployed under 
ci&UJO {I) durina the period of 1uch deployment." 
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of any other force subject tct the Gontrol of the Union" 
in Entry 1 of List II. and the words "subject to the 
provisions of Entry 2A of List I" in Entry 2 of List II, 
be deleted. In support of this demand, it is contended 
that "Entry 2A was actually introduced by the Cons
titution (Forty-second Amendme11t) Act, 1976 in order 
to confer on the Union Government power to control 
the armed forces of the Union, such as, BSF, CRPetc., 
when they are deployed in any State on the request 
of a State Government in aid of the civil power in such 
State". It is claimed that "the State Governments have 
the right to requisition Central Reserve Police Force 
when they have reasons to believe that the State Police 
Forces will require to be adequately supplemented to 
deal with likely situations of serious disturbances. 
It is only the State Government who may call for the 
Central Reserve Police for the purpose of preserving 
public order and protecting property and of quelling 
disturbances". 

r2.10.10 According to the other State Government, 
.ntry 2 of List I does not mention any forces of the 

·· Tnion other than the armed forces, including the na
lal, military and air forces. Prior to the insertion of 
Entry 2A in this List. therefore, the Union would 
create and maintain only genuine paramilitary forces 
and d.,fence intelligence establishments to aid the 
armed forces in the defence of the country. However, 
the Union created a number of forces like the Central 
Reserve Police Force, the Border Security Force etc. 
which were mainly of the nature of police forces and 
had largely a police rather than a paramilitary role. 
This was an encroachment by the Union on the field's 
of "public order" and "police", both of which were 
the responsibility of the States under Entries 1 and 2 
of List TT. According to the State Government, the 
encroachment was sought to he legitimised by in
serting Entry 2A in List I which, for the first time, 
made a mention of "any other force subject to the 
control of the Union". 

2.10.11 The State .. GoverJ'ment has fl'r1hr arn·cd 
that suo motu rleploymept by the l'nion of its armed 
forces cannot be reconciled with the eJ<pressi<>n "in 
aid of the civil power" occurring in Entry 2A of 
List I. Deplovment of such forces in a State, if it is 
to be an "aid", cannot be forced on a State administra
tion but must be at its request or with its concurren
ce. 

2.10.12 The State Government has, therefore, sugges
ted the following amendments : -

(i) The first part of Entry 2A in List T. viz., "De
ployment of any armed force of the Union or 
any other force subject to the control of the 
Union or any contingent or unit thereof in any 
State in aid of the civil power", may be followed 
by the words "at the reauest or with the con
currence of that .State". 

(ii) The second part of Entry 2A of List T. viz., 
· "nowers. jurisdiction, privileges and liabilities 

of the members of such forces while on suchill 
denloyment", mav be replaced by the words· 
"determination of terms and conditions of such 
deployment applicable to all States with the 

r concurrence•of the•Jnter-State Coupcil". This 
('will ensure that the terms andrconditions wiJJ 
be the same for all the State~;. 



(iii) Entry I of List II should read : "Public order 
subject to Entry 2A of List 1'', 

2.10.13 This State Government does not agree with 
the view of the Administrative Reforms Commission 
that, b~ virtue of A~ticle 355, _the Union is competent 
~o use Its armed police f01ces 10 aid of the civil power 
111 a State, even suo motu. According to the State 
Government, Article 355 is, at best, a sort of preamble 
to A~tic~e. 356. It does n?t confer any powers and res
ponsibilities on the Umon other than those implied 
in other Articles. The powers and responsibilities of 
the _Union vi~-a-vi~ the States will not be any less if 
Article 355 IS omitted. (In fact, Article 355 could be 
omitted). However, if it is retained, it may be amended 
so as to replace the expression "internal disturbance" 
by the expression "serious and prolonged breakdown 
of public order". The Sto.te Government is of the view 
that a serious and prolonged breakdown of public 
order in a State is a valid justification for invoking 
Article 356 on the ground that a situation of failure 
of the constitutional machinery in the State has ari
sen. 

2.10.14 The suggestions of the first State Government 
appear to rest on the twin assumptions that (a) the 
Union can deploy its forces in a State, only on the 
request of the State Government, and (b) the State 

. Government has a right to requisition Union armed 
forces and to use them under its control to quell public 
disorder. 

2.10.15 The second State Government has interpre
ted Article 355 and Entry 2A of List I to mean that 
the Union Government cannot, in any circumstances, 
deploy its armed forces in a State in aid of the civil 
power suo motu. A necessary pre-condition for such 
deployment is a request from the State Government 
or its concurrence. If, in a situation which obviously 
calls for intervention by the Union in aid of the civil 
power, a popularly elected Government of a State 
fails to make a request or give its concurrence to such 
intervention, the President may legitimately take 
over the Government of the State under Article 356 
on the ple1 of complete breakdown of law and order 
and clear the way for intervention at the request or 
concurrence of the Governor's administration. Also, 
according to the State Government, the Central Re
serve Police Force, the Border Security Force, etc. 
ere not "armed forces but come under the expression 
"any other force subject to the control of the Union" 
occurring in Entry 2A of List I. Further, in sugges
ting an amendment to the second part of Entry 2A of 
List I, the State Government apparently does not 
consider it necessary that the Union should lay down 
the powers, jurisdiction etc. of its forces, armed or 
otherwise, while on deployment in a State in aid of 
the civil power. It need determine only the terms 
and conditions of such deployment with the concurre
nce of the Inter-State Council. These should be uni
form for all the States. 

2.10.16 As noticed in paragraph 2.10.07, even before 
the Forty-second Amendment, maintenance of public 
order which required the use of the armed forces 
of the Union in aid of civil power of the 
State, had been expressely excluded from the ambit 
of Entry I, List II. The question is w~ether, what 
stands expressely excluded from the purvieW of Entry 
1 List II, was (before the Forty-second Amend-• 
7-32~/87 
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ment) within the exclusive competence of the Union. 
For this purpose, it is necessary to have a look at 
the relevant provisions. The subject-matter of Entry 
2, List I is : "Naval. military and air forces; any 
other armed forces of the Union". Entry 2, List II 
deals with "Police". (The Forty-second Amendment 
made it expres~ly subject to Entry 2A of List I). 
Entry I (Criminal Law) of List HI expressly excludes 
the use of the armed forces of the Union in aid 
of civil power from its purview. Entry 2 of List III 
comprises : "Criminal procedure, including all 
matters included in the Code of Criminal Procedure 
<•t the commencement of this Constitution". "The 
civil power" in the context of Entry I, List II and 
Entry I, List III "Criminal Law"-o bviously refers 
to the civil authorities of the State Government 
charged with the responsibility of maintaining public 
order. 

2.10.17 It is well-settled that the entries in the 
legislative lists should be given the widest scope and 
the main topic of an Entry is to be interpreted as 
comprehending all matters which are necessary, 
incidental or ancillary to the exercise of power under 
it. By this token. the use of the armed forces of the 
Union in aid of the civil power in a State, is a matter 
which is necessarily incidental or subsidiary to the 
express subject-matter of Entry 2 of List I. Entry 2 . 
Listi-befon. the imertion of Entry 2A in that List
could be construed as confening exclusive power on 
Parliament to make laws with respect to the use of 
any armed for~ of the Union in ~id of civil power. 
In view of Article 73, the executive power of the 
Union would also extend to this matter. 

2.10.18 Thus, even before the Forty-second Amend
ment, the Union had the power to deploy its armed 
forces in aid of the civil power for the purpose of 
maintaining public orde-r or quell_ing ~n internal 
disturbance. Insertion of Entry 2A 111 -L1st I by the 
Forty-second Ame,ndm_e~t . not only made. exrlicit 
what was earlier Jmphcit m Entry 2 of L1st I but 
further enlarged its scope by adding the w?rds "any 
other force subject to the control of the umon ..... . 
in aid of the civil power". The words "any other 
force" in this Entry refer to a force other than an 
arm~d force,, but which is subject to. the control 
of the Union. Such a force of the Unwn may be 
deployed to aid the civil power of a State w~ose 
ev n tempo of life is disrupted due to some wide
sP~ead natural calamity such as _cyclone, e~rthquake, 
floods etc. In case of . such an mternal ~hsturbance, 
the Union may send 1ts force ?f technical experts 
(which may not be integral to ItS armed f<;rces? to 
aid the civil power of the State to meet the Situation. 

2 10.19 The expression . "in aid of _the civil 
· " us d in Entry 2A IS not necessanly to be power e · d 1 · d read as meaning that the Unwn can eP oy ItS arme 

forces in a State only at the request of the State 
Government. It may happen that the State autho-
't· spons1'ble for mamtenance of law and order 

n IeS re d 1 · h · d' are unable or unwilling to ea Wit a senous Is-
turbance of public order. and.Jhe/~teUG?vernme~ 
fails or refuses to seek ~he a I do t e t nion armthe t 
forces for suppressing It. It o.es n_o mean a 
in such a grave situation, the Umon IS eXJ?ected to 
remain an idle sp@ctator. It has a duty to Intervene 



and Pcl"cr lc' <.leploy suo •notu its armed forces if. 
in its opinion. the public disorder in the State has 
as5umed the magnitude and character of an 'internal 
ci5turb3nce' within the contemplation of Article 
355. 

::!.10.::!0 Article 355 casts a duty on the Union to 
prc'tect everv State inter alia against internal dis
turbance. It· refers to three kinds of situations. 
One is that of 'external aggression', the other is of 
'internal disturbance' and the third is a situation of 
'breakdown of the constitutional machinery'. These 
situations may either arise singly or in ombination 
with one another. If an internal disturbance does 
not involve a failure of the constitutional machinery 
in the State, no action can be taken simply on this 
around under Article 356. Article 355 does not ex
pressly say about the acts which the Union may do 
or the means which the Union may employ to quell 
an internal disturbance. simpliciter. However, it is a 
firmly established rule that "where an Act confers 
a jurisdicti0n, it impliedly also grants the rower of 
doing all such acts or employing such 1.1"ans 
as are essentially neces.sary to its execution" ... 
In the light of this fundamental principle. Article 
355 not only imposes a duty on the Union to protect 
a State against external aggression and internal dis
turbance but also, by inevitable implication, grants 
to the Union the powerofdoing all such acts and us
jng all reasonabl~ means as may be essential for 
the effective performance of that duty. 

2.10.21 Of course, in exercise of the power 
available by necessary implication, the Union can
not assume to itself the responsibilities exclusively 
assigned to the States by virtue of Entries I and 2 
of the State list. In other words, unless National 
Emergency is proclaimed under Article 352 or powers 
of the State Government are assumed under Article 
356, the Union Gove"llment cannot assume res
ponsibility for maintenance of public order in a State 
to the exclusion of the State authorities charged with 
the maintenance of law and order. The use of the 
expression "aid" in Entry 2A indicates that the 
Union armed forces can be deployed to help and 
supplement the efforts of the State police and map,is
tracy in quelli,,g the disturbance and re>toring order. 
The Union armed forces and the State authorities 
eoncerned have to act in concert for this purpose. 
Union's overriding power to ensuresuchc'ordination 
to put down an internal disturbance in a Statt is also 
imoliedly relatable to Article 355. If the State Govern
m~nt or its authorities, despite informal requests or 
warnings, do not cooperate or they impede the exer
cise of the power of the Union in dealing with the 
int~rnal disturbance, a formal direction under Article 
257 can be issu~d. This· is, however, a last resort 
pow?r. Since non-compliance with such a direction 
may attract the sanction in Article 365 and further 
entail action under Article 356, even a fore-warning 
abJut the issue of mch a formal direction will, in 
most ca~es, be enough to secure the nece~sary co
op~ration of the State authoritie,. 

2.10.22 The contention of one of the State Govern
m~nts that it has got a right to requisition the armed 

(
11

) ITO I"• M. ~- M~b1mme1 Kunhe-(1969), 2SCR 65 at 
Pase 69, 
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forces of the Uuion for the purpose of pre~crvitlg 
public order, appears to be mis_c~nccived. !Jtou~ 
it has not referred to the proviSions contamed m 
Sections 130, 131 and 132 of the ~ode. of. Crim~nal 
Procedure, 1973. yet in makmg tim clmm tt p~ssthly 
had these provisions in mind. 

2.10.23 Section 130 of the Code lays do:ovn that 
if any unlawful ass:mbly cannot be '?therwt~_e dts
persed and it is necessary for the p_ubhc sec_unty that 
it should be dispersed the Executtve Magt~trate of 
the highest rank who is present, may cause tt . to be 
dispersed by the armed forces. Such Magtstr~te 
may tequire any officer of the armed forces to dts
perse the assembly with the help of the armed force 
under his command and to arrest and confine members 
of the unlawful assembly. "Every such officer of the 
armed forces shall obey such requsition in such 
manner as he thinks fit ...... " vide Section 130(3). 
Before the Forty-second Amendent, matters con
tained in Sections 130, 131 and 132 could be related 
to Entry 2 of the Union list and Entry 2 of the Con
current list. After the Forty-second Amendment. 
such use of the armed forces of the Union would 
fall not only under Entry 2. list T and Entry 2, 
List III, but also come within the purview _of Entry 
2A of List I. Thus. there is an overlapptrg area 
as between Entries 2 and 2A of List I and Entry 2 
of List III with respect to matters contained in Sec· 
tions 130 131 and 132 of the Code of Criminal Pro· 
cedure. I~ view of the principle of legislative para
mountcy of the Union embodied in Articles 246 
and 254(1), there is little scope for the. exercise of the 
legislative power of the State ugrslatures under 
Entry 2 of the Concurrent List with respect to the 
matters comorised in Sections 130, 131 and 132 of 
the Code of Criminal Produced:•re. 

2.10.24 A perusal of the provisions of Sections 
130 131 and 132 of the Code would show that they 
do ~ot confer any direct right on the State Govern
ment to requisition the armed forces of the Union. 
Of course, there is nothing in the Constitution or 
the Code of Criminal Procedure which debars a 
State Government from requesting the Union Govern
ment for making available the aid of its armed forces 
for suooressing public disorder. But that does not 
mean that the State Governments have an indefea
sible right to ask for the aid of the armed forces of 
the Union, whenever they like. In a situation of public 
disorder. not amounting to internal disturbance, the 
Union Government has a discretion to accent or de
cline the request of the State Government for such 
aid. 

2.10.25 The Central Reserve Police Force, the 
Border Security Force, the Central Industrial Se
curity Force etc. were consittuted by ParliameP.tary 
enactments as "armed forces". It would be in
correct to categori•e them as "any other forre subject 
to the control of the Union" in terms of Fntry 2A 
of list J. 

2.10.26 The sug!!estion that the expression "prwers. 
jurisdiction, privileges and liabiliti~s of th~ me n:bers 
of such forces while on such deployment", occurrir g 
in Entry 2A of List I should be replaced by the words 
"determination ofterms and conditions of such de
ployment applicable to all States with the concur
rence of the Inter.Sta.te Council" has been examined 



in Section 8 of C~apter VII on "Deployment of 
Un1on. armed forces m a State for public order duties". 
As pointed out there, the proposed amendment of 
Entry 2A of List I will create an operational vacuum 
A!so, it will needlessly burden the Inter-State Councii 
w1th a .comparatively routine administrative task cf 
concurnng m the terms and conditions of deploy
ment of Union forces in a State. 

. ~.10.27 In the light of the foregoing discussion, 
1t IS not possible to support the demands of 
the ~wo State Governments for deletion and modi
ficatl~m of Entry 2A of List I and Entries 1 and 2 
of List II. 

2.10.28 Entry 7, List 1-Entry 7 of List I relates 
to "Industries declared by Parliament by law to be 
neces.sary for the purpose of defence or for the pro
secutiOn of war". 

It has been suggested that this should be modified 
as "Industri~s ne~essary for the purpose of armament". 
Entry 7, as 1t exists, contains a very important safe
guard, namely, Parliament has to declare by law 
that the industry is necessary for the purpose of 
defence or for the prosecution of war. The amend
ment suggested would do away with this safeguard. 
Further, the scope of the expression 'armament' is 
highly restricted. Armament is only one of the several 
aspects of ·~efence or .Prosecution of war'. The pro
p~sed modificah?n, 1f accept~d, would seriously 
cnpple the capac1ty of the Umon for effective dis
charge of i~s responsibilities with respect to defence 
or prosecutiOn of war. New concepts in defence and 
Ill the prosecutt.on of war .are all ~he time being 
thrown up. It IS a dynamic s1tuat10n. An industry 
which is considered essential today for defence or 
war. may not be so regarded tomorrow and vice
versa. We are, therefore, of the view that it would 
not be in the national interest to modify the existing 
Entry as suggested. 

2:10.29 J<;ntry 24, List !-"Shipping and navi
gatiOn on Inland waterways declared by Parliament 
by law to be national waterways, as regards mechani
cally propelled vessels; the mle of the road on 
such waterways". · 

One State Government seeks to restrict Union's 
jurisdiction only to shipping and navigation on 
inter-State rivers. Another State Government has 
argu~d t~t '.'this Entry .is ~idely ~orded and may 
take Ill sh1pp~ng and nav•gatwn on. m_land waterways 
of nvers. w~ch are co~ple!ely wJthm a particular 
State. Sh1ppmg and nav1gat10n on inland waterways 
of intra-.State rive~s completely belong to the States 
over wh1ch the Unwn Government or Union Parlia
ment should not have much power to intervene". 

Means of communication are the lifeline of the 
nation. Important inland waterways, which are 
declared to be national waterways form part of the 
national communication network and are vital for 
the nation. Significantly, the Constitution has con
ferred powers on the Union to give directions to the 
States in regard to maintenance of means of commu
nication of national or military importance (Article 
257). Inland waterways of national importance may 
be inter-State rivers as also others. All inter-State 
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rivers .may not be of national importance froin 
the pomt of v1ew of communications. Further 
the mere fact that a particular inland waterway 
happens to be enti!ely Within a State does not in any 
way detract from Its national or military importance. 
Inland waterways are often useful for purposes 
of defence. It is pertinent to note that the SC< pe of 
the existing Entry is limited by the words "as 
regards mechanically propelled vessels". This is so 
because of the .complex problems associated with 
development, mamtenance and regulation in water
ways used by mechanically propelled vessels. We 
are, therefore, of the view that no amendment of 
Entry 24 is called for. 

2.10.3~ E~try ~5, L.ist l-:-"¥aritime shipping 
and . navigatiOn, mcl~d.mg sh1ppmg and navigation 
on tidal waters, .proviSion of education and training 
for the mercantile marme and regulation of such 
education and training provided by States and other 
agencies". It has been suggested that the expression 
'~Provis~on of educati~n and training for the mercan: 
tile marme and regu lat10n of such education and train
ing provided by States and other agencies" shoLld 
be deleted and transferred to the Concurrent List. 
Maritime .shiJ?ping and ~avigation, includine. shipping 
and nav1!\atton on Udal waters, is essentially 
matter fallmg under the broad head, "Communi
cations" and is admittedly a matter of national 
concern. It is also of great significance for defence. 
"Maritime shipping and navigation, including 
shipping and navigation in tidal waters" is proposed 
by the State Government to be left in · the Union 
list, obviously because it is of national importance. 
Provision of education and training and regulation 
of such education and training provided by States 
and other agencies is closely connected with and 
ancillary to the main topic of the Entry and therefore 
is a matter of national concern. The only effect of 
transferring this part of Entry 25 to the Concurrent 
list would be to extend the legislative competence in 
regard to regulation of such education and training to 
the States, also. The transerred position will not be 
materially different for even now, this Entry 25 
saves the powers of the States to provide such 
education and training. 'Regulation' of such edu
cation and training imparted by the States and other 
agencies has been included in List I, obviously to 
enable the Union to ensure uniformity of syllabi and 
standards. This is also in corformity with Entry 66 
of List I which enables the Union to determine and 
coordinate standards of technical education. We can
not, therefore, support the demand for modification 
of Entry 25 of List I. 

2.10.31 Entry 30, List !-"Carriage of passenger~ 
and goods by railway, sea or air, or by national 
waterways in mechanically propelled vessels". 

It has been suggested by two State Governments 
that the scope of the later part of this Entry may be 
limited to inter-State rivers, in line with the suggestions 
for modification of Entry 24, List I. Clearly, there 
is a misapprehension that the responsibility d the 
Union is restricted to inter-State rivers and not what 
may be considered "national waterways". We have 
dealt with this aspect under Entry 24, above. For 
the reasons stated therein, we do not agree that the 



soope of the later part of this Entry should be 
modified and restricted to inter-State rivers as against 
national waterways. 

2-10. 32 Entry 31, List 1-lt relates to .. Posts and 
Tel~graphs : tel~phones, wireless, broadcasting, and 
other like forms of cmmunication". 

lt has been suggested by one State Government 
that Broadcasting and Television should be trans
berr~d to the State List. Another State Government 
has suggested that these matters should be trans
berred to the Concurrent List. 

2.10.33 There are various facets of Broadcasting. 
These powerful media, inter alia, have a vital role 
in national integration, educativn and socio-eco
nomic development of the country. Establishment 
and working of this media involve large investments 
and compleX technological requirenlents. •Broadcas
ting' includes not only 'Radio and Television' but 
also other forms of wireless communication. The 
criticism of most of the States is mainly directed 
against the functional and not against the structural 
aspect of this Entry. Their main grievance is about 
lack of access to these media, which is an entirely 
different issue. We have considered these complaints 
and suggestions in detail in the Chapter on .. Mass 
media"'". Suffice it to say here, that Broadcasting 
and Television are a part of the Broad head of 'Com
munications' which are universally recognised as 
matters of national concern. These media have even 
inter-national dimensions. 

One State Government has pointed out that while 
in the past the telephone facilities were departmen
tally run, now the Mahanagar Telephone Nigam, 
an autonomous body has been set up for the manage
ment and developmeot of these facilities in Bombay 
and Delhi. It is argued that, in line with thi! trend, 
autonomous bodies set up by the Union are made 
responsible for telephone facilides in metropolitan 
lawns wh;le in other towns and rural areas similar 
autonomous bodies set up by States may be made 
responsible. It has proposed that for this purpose 
telephones may be shifted rom List I to List III. 

Telephones are a very important means of com
munication. Stretching over the length and breadth 
of the country, they help to bind the nation together. 
They are vital for practically every facet of the na
tion's life e.g. in trade and commerce. These faci
lities require large investmtnts. Technological ad
vances are taking place all the time in this field. For 
the successful operation of these facilities, they lean 
on other facilities like satellites which are with the 
Union. Establishment of autonomous bodies at 
important centres is only an administrative arrange
ment decided upon by the Un10n for the more effi
cient discharge of its functivns. But such an action 
cannot be made the basis for a plea to transfer part 
of the subject to the Concurrtnt List. 

It is in the larger interests of the nation that this 
important means of communication_ remains within 
the exdw.ive jurisdiction of the Un~en so that the 
entire system develops as an integrated, sophisticated 
and modern facility. 

("J Chapter XIX. 

42 

2.10.34 Entry 32, List 1-"Property of the Union 
and the reve;nue therefrom, but as regards property 
situated in a State subject to legislation by the State, 
save in so far as Parliament by law otherwise pro-

l vi des". 

It has been suggested that the saving clause at 
the end, viz., "save in so far as Parliament by law 
otherwise provides" is unnecessary and should be 
deleted, because "Article 285 itself provides for such 

" powers . 

2.10.35 Article 285(1) provides for exemption of 
all Union property from taxes levied by a State or 
by any authority within a State. We have d_ealt 
with the issues relating to Articles 285 and 289 tn a 
subsequent part of the Chapter30 and have con
cluded that no structural change in these provisions 
is called for. It will be sufficient to say here that the 
exception carbed out by the saving clause of Entry 
32 in question is in conformity with the baste scheme 
of inter-governmental tax immunitits provided in 
Articles 285 and 289. If this saving clause is deleted 
from Entry 32, as suggested, the· Entry will become 
incompatible with Article 285. We are, therefore, 
unable to support the suggestion for modification 
of Entry 32. 

2.10.36 Entry 33, List 1-The Constitution (Seventh 
Anlendment) Act, 1956 deleted this Entry as also 
Entry 36 in List II and modified Entry 42 in List III 
to read "Acquisition and requisitioining of property". 

2.10.37 The suggestion of a State Government is 
that the pre-1956 position should be restored. An 
Entry "Acquisition and requisitioning of property 
for the purposes of the Union" should be inserted 
in List I and a new Entry 36 inserted in List II which 
will read "Acquisition and requisitioning of all 
property other than for the purposes of the Union". 
Entry 42 in List III, it is suggested, should be omitted. 
The State Government has not pointed out any 
difficulty that they might be facing on account of the 
present Entry 42 being in the Concurrent List. 

2.10.38 P1ior to the Seventh Amendment, both 
Entry 33 of List I and Entry 36 of List II provided 
for aquisition and requisitioning of property, the 
former for the purpose of the Union and the latter 
for purposes oth~r than those of the Union, subject, 
however, to the provisions of Entry 42 of List III. 
The last named Entry provided for "Principles on 
which compensation for property acquired or re
quisitioned for the purpo~es ofthe Union or of a 
State or for any othtr public purpose is to be de
termined, and the form and the manner in which such 
compensation is to be given". 

2.10.39 Such trifurcation of the subject kd to 
several difficulties. Questions arose as to whether a 
State Gove1nment txuld acquire or requisiticn 
property for a "Union purpose". It was held by the 
Supreme Court, in State of Bombay V. Ali Gulshan31 

that a State was not competent to requisiticn or ac
quire property under the Bombay Land Requisition 
Act, 1948, for the accommodation of the staff of a 
foreign consulate, because that was a 'Union purpcse' 
and not a purpose of the State. 

(") Paras 2.34,01 to 2.35.1 I. 
(") 1955(2) SCR 867. 



2.10.40 It was to get over these problems "that the 
Seventh Amendment was enacted. According to the 
Statement of Objects and reason> of the Amendment, 
the changes were made to obviate technical difficul
ties and to simplify the con; titutional position. As 
a result of the Amendment, the entire field of acquisi
tion and requisitioning of property is available for the 
eKercise of concurrent legislative power by the Union 
and the States. An objection that the State or the 
Union cannot acquire or requisition property for 
each other's public purpose, is no !::mgt r tenable. 
Further, it is no longer necessary to delegate, under 
Article 258(1) to a State Government, the executive 
power to acquire or requisition property for a purpose 
of the Union. 

2.10.41 Thus the eKisting arrangement is ,more 
flexible in that a State Government is competent to 
acquire or requsition property for a "Union 
purpose" and vice versa. It is not clear what ad
vantage would accrue on account of the change 
proposed by the State Government. Rather, it might 
lead to friction. In fact, if th~ pre-Amendment posi
tion were to be reverted to, operation of the restored 
Entries would re-cr,ate the same difficulties to obviate 
which the Amendment was made. In view of the 
many advantages which have been secured by having 
a single Entry viz. Entry 42 in List HI, we are unable 
to support the suggestion for reverting to the pre-
1956 situation. 

2.10.42 Eotry 40, List 1-"Lotteries organised by 
the Government of India or the Government of a 
State". 

The proposal of three State Governments is tlmt 
the words "or the Government of a State" be omit
ted from this Entry and the subject of 'lotteries 
organised by the Government of a State' should_ be 
transferred to the State L1st. One State-level pohttcal 
party has ;tlso recommended that this Entry should 
not apply to lotteries organised by the State. 

2.10.43 Entry 40, Li~t I should be read with Entry 
34 of List 11 which comprises : "Betting and gamb
ling". There is a bead-roll of Court decisions"' 
which have consistently held that the expression, 
"Betting and gambling" includes the conduct of 
lotteries. 'Lotterries organised by the Government of· 
India or the Government of a State' has been taken 
out from the legislative field comprised in Entry 
34 List II and reserved under Entry 40 of List I 
to' be dealt with cKclusively by Parliament. As. a 
result in view of Article 246(1) ami (3), State Legt>
lature~ ar~ nut C->mpetent tv make law tvuching 
lotteries organised by the Union or a State Govern
ment. But so long. as Parliament does not legislate 
under Entry 40, L1st I, a State 1s competent under 
Entry 34 List II read with Article 298, to conduct 
a tottery.' To the best of our informatk>n, at present, 
there is no legtslatwn made by Partha m_ent on the 
subject of lotteries under Entry 40, L1st I. 

2.10.44 State Lotteries always assume inter-State 
dimensions. Distributors of lottery tickets and subs
cribers are scattered all over the country. A State 
organising a lottery is inherently inc~mpetent to 
control or regulate 1ts opera twns o~ 1mphc!luons 
beyond its territorial liDlltS. A typtcal 11lustrat10n of 

(") State of BJmbay Vs. Ch.un,,rbaugw,lla, !957 SCR 874. 
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such a difficulty is furnished by the Maharashtra 
case'• which went up to the Supreme Court. 
By an eKecutive order, the Union Government al
lowed the Government of Maharashtra and other 
State Governments to conduct lotteries 'for findi~g 
funds for financing their ckvelopment plans'. At 
the same time, it advised that suitable steps be taken 
to safeguard the interests of such States as did not 
desire to start State lotteries. Armed with this "per
mission"-which had no legal sanction-the Govern
ment of Maharashtra imposed a ban on sale or dis
tribution of lottery tickets of other States. Feelir,g 
aggrieved, some persons filed writ petitions in the 
Supreme Court challenging the validity of this ban. 
The Supreme Court held that since Parli~ ment had not 
enacted any legislation under Entry 40, List I,' the 
Government of Maharashtra was competent under 
Entry 34, List II read with Article 298 to organise its 
lottery. It had also the necessary executive power for 
that purpose. It was, therefore, not required to obtain 
the permission of the Union Government to organise 
its lotteries. Even assuming that such pe1mi: sion is 
necessary, a condition imposed by virtue of such 
permission that lottery tickets of one State may 
not be sold in another State, cannot be enforced by 
the other State. The other State has no power to 
make laws in regard to the lotteries organised by the 
first State. Its executive power, by virtut of Article 298, 
extends to lotteries organised by itfelf. but not to lot
teries organised by the other State. If these conditic•I~s 
had been imposed by a law made by Parliament under 
Entry 40, List I, they would be legally er.forccable 
throughout the area of its inter-State operation. 
Keeping the subject of 'regulation of lotteries orga
nised by the State Governments' in List I, enables 
Parliament to regulate this matter including its inter
State aspect, effectively. 

For the foregoing reasons, we arc not in favour of 
modifying Entry 40, List I and transferring any 
part thereof to List II. 

2.10.45 Entry 45, List 1-"Banking". 

It has been suggested that this subject may be trans
ferred to the Concurrent List. 

2.10.46 "Banking" has been defined by Section 
5(b) of the Banking Regulation Act, 1949 as "the 
accepting for the purpose of lending or invcslmc nt of 
deposits of money from the public repa) able on 
demand or otherwise, and withdrawable by cheque, 
draft or otherwise". This definition is not exhaustive. 
Two important aspects to be considered in thi> con
nection are the territorial neKus of Banks and the 
close connection of Banking with currency and credit. 
Operations of the Banks are not confined to the t cr
ritoriallimits of the States in which they are located. 
Their banking activities have nation-wide implicat ic·r >. 
Banking business has an important impact on inter
State trade also. Currency and cr,dit are vital for 
promoting socio-economic develc.pment of the 
country. The Constitution has allocated the field 
of Banking, exclusively to Parliament. The States 
have the power to borrow but this is subject to the 
control of the Union under cet tain circumstances 
(Article 293). In view of the fact that Banking plays 

( 88) H. Anrai and others Vs. State of Mahaiu>htra, (•98~) 
2 SCR 440. 



" 'ery tmportant role in the organisation of credu, 
r .. .:ilitati<'n ,,f int-er-State trade and commerce, the 
g.-ow th of naLonal ecom,my _and economic welfare 
,,f the nation as a whole, we are unable to support 
the demand for transfer of this Entry to the Con
curcent List, 

2.10.47 intry -'ll, Lbt 1-"Stock exchanges and 
futures ntarkeb". 

It has been contended that "futures markets" 
a:c essentially intra-Stale in character, dealing with 
local mercantile and commercial subjects, mostly of 
local and regional significance. On these premises, 
two State Governments have suggested that the subject 
'futares markets' be transferred to the State List. 
One of them has further suggested that the corres
ponding part of Entry 90 of List I viz. "Taxes other 
than stamp duties on transactions in futures markets" 
b~ also shifted to the State List. 

Commerdal acti\ities in "futures markets" in· 
volve 'forward contracts'. If there is too much spe
culation in the futures markets its impact spills over 
inter-State boundaries causing artificial fluctuation 
in prices and scarcity of commodities traded. It 
has a clos~ connection with price control and re
gulation of the production, supply and distribution of 
commodities essential for the life of the community. 
From this standpoint, the problem is bi~ger than the 
individual States. In our country in the case of se
veral essential commodities e.g. edible oiL, wheat, 
rice, pulses, spices and sugar etc., the producing 
States are different from those where the bulk of 
them is consumed. For example, ground-nut is 
mainly produced in Gujarat, while the consumers of 
this commodity are spread throughout the country. 
Similarly, in production of wheat and rice, Punjab 
is surplus, while the North Eastern and Southern 
States are in deficit, To check this aspect of 'futures 
markets' having inter-State dimen>ions, Parliament 
has under this Entry, enacted the Forward Contracts 
(Regulation) Act, 1952 and the Securities Contracts 
(Regulation) Act, 1956. These legislations regulate 
forward trading in certain goods throughout the 
country. 

The expre>>ion •·futures markets" in Entry 48, 
Li>t I does not mean the place or the locality where 
tran>actions of sale and purchase of goods takes 
place. If there was eYer any doubt about the con
notation of this expression it has been unequivocally 
dispelled by a Constitution Bench of the Supreme 
Court with those observations : "The word 'futures' 
means 'contracts which consi>t of a promise to deliver 
specified qualities of some commodity at a specified 
future time ........ Futures are thus a form of se-
curity, analogous to a bond or promissory note'. 
In this sense a market can have preference only to 
business and not any location". 34 On these premises, 
the court held that the Forward Contracts(Regulation) 
A<..t, !952 was a legi~lation on 'futures markets' 
under Entry 48, List I. In the light of this authority, 
it is abundantly clear that 'futures markets' are com
mercial activities which are not purely or mainly of local 
or regional concern. They ate essentially inter-State 
in character. No practical difficulty, disadvantage or 

I"J Wa·.erly Ju•oM llsCo. Lid. and others Vs. Roman and 
Co. and the Auorney Goneral of India (AIR 1963 SC 90)• 
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hardhsip experienced in or re>ulting from tM ~pc• 
ration of this Entry or the Acts passed thereunder, 
has been brought to our notice. 

As regards the proposal for deletion of the tax ;;n 
transactions in 'futures markets' I rom Entry 90, List I 
and its transposition to List II, it may be ob~ervcd 
that under Article 269(1) (e) it is mandatory for 
the Union to assign and distribute all such taxes
among those States within which it was kvitd. The 
proceeds of this tax do not form part of the Consoli
dated Fund of India except in so far as the proceeds 
represent the proceeds attributable to the Union 
Territory. The States are its sole beneficiaries. for 
the foregoing reasons, we are not persuaded to sup· 
port the suggestion for transferring that part of En
tries 48 and 90 of List I to List II, which relates to 
"futures markets". 

2.10.48 Entry 51, List !-"Establishment of stan· 
dards of quality for goods to be exporltd out of India 
or transported from one State to another". 

It has been proposed that the phrase "or trans· 
ported from one State to another" be deleted. The 
argument is that each State can independently judge 
for itself the quality of the goods it is purchasing from 
the other States and a decision to accept >uch trans
portation of goods exported by them has to be ltft 
to the discretion of the State concerned. 

2.10.49 The Constitution envisages free flow of 
goods across State borders (Article 301). Parliament 
alone has the power to impose restrictions on inter
State trade (Article 302). One of the important achieve
ments during the last three decades and more, is the 
emergence of the country as a single economic union. 
This has enabled the country to march faster towards 
industrialisation. Uniform standards throughout the 
country are a must for promotion of inter-State 
trade, also. Determination of standards as to the 
quality of goods are also essential for export. They 
help build international credit and goodwtll for the 
country in foreign trade. The suggestion of the 
State Government would result in economic frag
mentation of the commercial unity of the nation. 
We cannot, therefore, subscribe to the proposed 
modification of this Entry. 

2.10.50 Entry 52, List 1-"lndustries, the control 
of which by the Union is declared by Parliament by law 
to be expedient in the public interest". 

Most State Governments and political parties have 
not suggested any specific structural change in Entry 
52 of List I. But, all of them complain that by enact
ing the Industries (Development and Regulation) 
Act, 1951 and amending it from time to time on the 
basis of declarations of public interest, the Union has 
indiscriminately taken over under its control most of 
the industries, with consequent denudation of the 
powers of the State Legislatures under Entry 24 of 
List ll. They have suggested that the First Schedule 
to the !DR Act should be reviewed from time to time 
and those items, Union control over which is no 
longer expedient in the public interest, should be 
deleted therefrom. Some of them have given a list 
of specific items of industries which, they suggest 
should be deleted from the First Schedule to.the Act: 
One State Government after stating that 'the Union 



has tended to touch the Slate legislative field by in
voking the powers available under Entries 52, 54 and 
92 etc. in List I', has asked for a general review of the 
Entries in the three Lists. Only two State Governments 
have specifically demanded structural changes in 
Entry 52, List I and Entry 24, List II of the Seventh 
Schedule. One of them has suggested that Entry 24. 
List II should be reformulated so as to read : "Indus
tries other than those specified in Entries 7 and 52 of 
List 1". It has further urged that Entry 52, List I 
be substituted by a new Entry, which by itself, will 
enumerate the "core industries of crucial importance 
for national development" and that the words which 
enable Parliament to take over the field of Entry 
24, List II by making a declaration of public interest. 
should be deleted. A list of such "core industries" 
has been suggested for insertion in . the new Entry 
52. Another State Government has suggested that 
Entry 52 should be modified to limit Union's control 
to specified key, basic ·and strategic industries enu
merated in the Entry itself. It has also given a 
list of such industries for incorporation in Entry 52. 
In short, the suggestion is that Entry 52, List I and 
Entry 24, List II should be so restructured as to 
become mutually exclusive and independent. 

2.10.51 We have in a foregoing paragraph consi
dered the proposal of the State Government for res
tructuring Entry 7, List I. We have dealt with, in 
detail, the issues and problems in the context of Union
State relations, concerning the various aspects of 
Entries 52 of List I and Entry 24 of List II in Chapter 
XII on "Industries". At this place, the focus of the 
discussion will primarily be on the demand for res
tructuring these Entries. 

2.10.52 The Constitutional pos1t10n is that when 
Parliament by law declares unde Entry 52, List I 
that Union control over a particular industry is ex
pedient in the public interest and passes a legislation 
pursuant to such declaration, such industry, to the 
extent laid down in the declo ration and the legislation, 
becomes the exclusive subject of legislation by Parlia
ment, with corresponding denudation of the compe
tence of the State Legislatures under Entry 24. List 
II. By making the requisit~ declaration under Entry 
52, List I Parliament passed the Industries (Develop
ment and Regulation) Act, 1951. This Act has been 
amended several times in the same manner. The 
result is that the competence of the State Legislatures 
under Entry 24, List II with respect to a very large 
number of industries enumerated in the First Schedule 
of the IDR Act, has been taken away to the extent laid 
down in this Act. 

2.10.53 There are three important objectives of 
National Industrial Policy which stem from the 
Directives enshrined in Articles 38 and 39 of the 
Constitution. One is to secure dispersal of industries 
in a manner which would help correct regional im
balances. The other is encouragement anti protec
tion of small-scale industries. The third is curbing 
of monopolies. Regulation and control at the na
tional level of the establishment, growth and develop
ment of certain industries or some of their aspect~, 

. having a nation-wide significance, is necessary for 
ensuring progress towards the welfare goals of llov
ernmental policy envisione~ by the. Co~st1tu!10~. 
JdentificMion of such industnes of natiOfi-Wide s1~1· 
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ficance and public interest, from those which are not 
of such interest, is essential for implementation of this 
policy. 

2.10.54 Since socio-economic conditions are ',never 
constant, industries cannot be classified once-for-all 
into those which are of public interest/or national 
importance and which are not of such interest or 
importance. 'Public interest' or 'national interest' 
are not static notions. They arc dynamic concepts. 
Union control of any industry considered expedient 
in public interest, today, may not be so regarded in 
future. Concepts keep changing with change in 
circumstances. Enumeration of specific industries 
in Entry 52, itself, is thus neither feasible nor desirable. 
The Entry has advisedly left it to Parliament to deter
mine by law from time to time as to whether Union..~ 
control over a particular industry would be expedient 
in the public interest. 

2.10.55 However, this is not to say that once an 
industry has been so brought by Parliament by law 
under the control of the Union by including it in the 
enactment, (in the instant case in the First Schedule 
to the lOR Act), it should remain there for ever. We 
have in Chapter XII on "Industries", emphasised the 
need for periodic review of laws enacted under Entry 
52, List I. 

2.10.56 We have recommended in that Chapter so 
that tb_ere should b~ a review, every three years, to 
determme whether, m respect of any of the industries 
in question, the Union's control should be continued 
or relaxed. Such a review may be undertaken by a 
committee of experts, on which State Governments 
should be represented on a zonal basis. The result 
of the review may also be placed before the National 
Economic and Development Council proposed by 11s. 
This will help foster the needed coordination and co
operation between the Union and the States. 

2.10.57 This will go a long way in ensuring that at 
any point of time. only such industries are kept within 
the purview of this Act, Union control of which is 
essential in the public or national interest. As we 
are of the view that the remedy of the problem lies 
not in enumeration of specific industries of national or 
public interest in Entry 52, itself, but in effective 
periodic review of the list of industries included in 
the IDR Act (or any other Act passed under Entry 
52, L1st I), we do not recommend amendment of this 
Entry itself, as suggested. The necessity of making 
any consequential change in Entry 24, List II, also, 
does not arise. 

2.10.58 Entry 53, List !-"Regulation and develop
ment of oil-fields and mineral oil resources; petroleum 
and petroleum products; other liquids and substances 
declared by Parliament by law to be dangerously 
inflammable." · 

One State Government has suggested that the Entry 
may be shifted to the Concurrent List, but has not 
given any reasons in support of it. Another State 
Government has suggested that the Union's control 
may b~ limited to petroleum, oil and gas exploration, 
extractiOn, transport and marketing; and petroleum 
refineries and gas processing units. It has suggested 

(35) Chapter XII on "Jndustries":Para 12.5.10. 



tlnt whL'le>ak matketiug of petroleum products and 
LPG 'hould be in the State List. It has also suggested 
th.lt dangerouslv inflammable substances should be 
the concirn of ihe States as it will have to bear the 
L"'-'ns~quences of any mishap relating to such substances. 
.111d that to ensure uniform approach to these 
substances on the part of the States. the Inter-State 
Council mav frame guidelines on the subject. Yet 
another State Gcwen~ment has urged thai onshore 
d~\"elopment of Oil fields and mineral oil resources 
should be transferred to the State List for balancing 
regi<'nal development and for allowing the State 
to obtain a just share in the profits made by the 
Central Government. 

:!.1 0.59 Regulation and development of oil-fields 
and mineml oil resources is a matter of vital interest 
w the nation as a whole. It is an essential com
mGdit\' for the economic life of the community. It 
is. therefore, not reasonably possible to say that its 
inclusion in List I was unjustified. Availability of 
petroleum and petroleum products is important not 
only for development of the country but is also of 
significance from the view-point of defence. Safe 
storage. handling and transportation of inflammable 
substances is today a very complex subject. We, 
therefore. do not find a good case for transferring it to 
the Concurrent List or any portion of this Entry to the 
State List. 

2.10,60 Entry 54, List !-"Regulation of mine~ 
and mineral development to the extent to which such 
regulation and development under the control of _the 
Unicn is declared by Parliament by law to be expedtent 
in the public interest." 

It has been suggested by a State Government that 
this Entry may -be shifted to the Concurrent List. 
Another State Government has stated that the Union 
ought to be concerned with _key and strategic minerals. 
Even in the case of strategtc mmerals, unless secuntv 
considerations for conservation of these minerals 
require otherwise. the Union should be concerned only 
with significant deposits. It has suggested th:~t Union's 
controf may be limited to key and strateqic 
minerals. A list of such minerals to be enumerated 
in Entrv 54 has also been furnished. We have dealt 
with "Mines and Minerals", separately. 36 Mines 
and minerals furni'h an important industrial input for 
economic and industrial development. Entry 23 of 
List II provides for "Regulation of mines and mineral 
development subject to provisions of List I ...... ". 
Parliament has enacted Mines and Minerals (Regula
tion and Development) Act, 1957. The observations 
made by us in regard to emumeration of certain indus
tries in Entry 52 are equally valid in respect of the 
suggestion to enumerate certain minerals in Entry 
54:·itself. For all those reasons we are unable to 
suooort the suggestion for restricting Entry 54 to 
certain specific mineral' or for transferring it to th(: 
Concurrent Li't. 

2.10.61 Entrv 55, Gst 1-"ReguJation of labour and 
safety in mines and oil fields." 

One State Government has demanded that this 
F.ntry he shifted to the Concurrent List. Another 
State Gf)vernment has suggested that regulation of 
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labour and safety in oil-fields ought to be, as it is at 
present •. wi!hin the e~ch.~sive jurisdiction of_ the Unton, 
but Unwn s responstbthty ttl reg~rd to mt~es sho~ld 
be limited to such mines as are wtth1n the JUrtsdtctton 
of the Union as sugl!csted by it in regard to Entry 54. 
Regulation of labo~r and safety in mines and oil-fields 
is ~losdv connected with and incidental to the main 
topics c;tumcratcd in Entries 53 and 54. List I. We 
are. therefore. unable to support the suggestton for 
transfer of Entry 55 to the Concurrent List or its 
modification. 

2.10.62 Entrv 56, List 1-"Regulation and develop
ment of inter-Siate rivers and river valleys to the extent 
to which such regulation and development under the 
C<)tl!rol of the Union is declared by Parliament by law 
to be expedient in· the public interest.'' 

Contrary to the general trend of its sugg_estio_ns one 
State Government has proposed that "dtverston of 
the waters of inter-State rivers to any part of the terri
tory of India and apportionment among the States 
(but not inclu<.ling the use within the States) of the 
waters of inter-State rivers" be added to tillS Entry. 
We note that the State Government has also suggested 
that all inter-State water disputes should be referred to 
a permanent tribunal constituted by the Supreme 
Court. Another State Government has urged exactly 
to the contrary. It has pleaded for deletion of this 
Entry. This State Government is of the view that 
Entry 56 gives the Union jurisdiction over water resour
ces in inter-State rivers and river valleys even 
when there is no dispute between the States. According 
to them it confers vast and unfettered power on 
the Union which the Union, on account of its much 
larger resources. uses to encroach on an area which 
is rightly in the jurisdiction of the States. It is argued 
that there is need for greater devolution of powers to 
the State for accelerating development and in the crucial 
area of water resources this concept is eqtl~llv 
important. 

We have dealt with the various aspects of inter-State
river water disputes in Chapter XVIII. Apportion
ment of the waters of inter-State rivers by the various 
States rests generally on any agreement among them 
in regard to the utilisation of the same. Keeping in 
view the sensitivities involved, the Constitution makes 
a special provi~ion for resolution of water disputes 
(Article 262). The basic principle underlying the 
Inter-State Water Disputes Act, 1956 is that such 
disputes should be resolved, as far as possible, by 
negotiation and when that is not possible, by a judi
cial process through a tribunal constituted for this 
purpose, and not through litigation in courts. Water 
disputes raise highly emotive issues. It would not. 
therefore, he pn•dent to leave their resolution entirely 
to the Union executive. We are of the view that the 
existin!! arran?ements which provide for judicial 
determin~tion hy tribunals of such comrlex but 
emotional question~--when they cannot be settled 
through ne;!Otiation-is the best way of dealing with 
them. 

Water resources of inter-State rivers do not belong 
to any one State through which it passes. Flowinp. 
through the various States, such waters are not located 
in any one State. It is, therefore, essential that the 
Union should have jurisdiction in regard to regulation 



and development of inter-State rivers and river valleys 
to the extent determined by Parliament to be expe
dient in public interest. 

2.10.63 Entry 58, List !-"Manufacture, supply 
and distribution of salt by Union agencies; regulation 
and control of manufacture, supply and distribution of 
salt by other agencies". 

It has been suggested that regulation and control 
of manufacture, supply and distribution of salt by 
agencies other than Union agencies should be taken 
out of this Entry and transferred to the State List. 
It is pertinent to note that salt is one item which is 
consumed by every citizen and essential for human 
existence. It is a basic necessity of life. But pro
duction is concentrated in a few States along the sea 
coast. A relatively insignificant amount is produced 
by way of lake or mineral salt etc. in a few non-mari
time States. The regulation and control of manufa
cture, supply and distribution of salt is thus a matter 
of national interest. Therefore, it should remain in 
the Union List. 

2.10.64 Entry 60, List !-"Sanctioning of cinema
tograph films for exhibition." 

The suggestion of a State Government is that this 
En•ry should be transferred to the State List. It 
is argued : "The current system of censoring by Board 
of Censor nominated by the Union which might or 
might not adequately provide for representation from 
each of the States, is a feature which has to be borne 
in mind while considering the real purport of this 
Entry. India has got now a linguistically based founda· 
tion with certain traditions, cultures, practices and 
habits peculiar to each State. (sic) Even the faiths 
are some times radically different. Cinematograph 
exhibition has now attained a peculiar position in 
the field of communication and information. Having 
regard to the different tastes, varied culture, mosaic 
(sic) habits of the people in each State in our country, 
the power to sanction cinematograph films for exhi
bition should be under the supervision and control 
of the States and should not be the subject-matter of 
legislation of Parliament. The Government suggests 
that this Entry, viewed in the light of independent 
developmental conscience of States, has to be trans
ferred-to the State List". Another State Government 
has also urged that this Entry be transferred to the 
State List. It is argued : "The suitability of cine
matographic films for exhibition is intimately related 
to the culture, deeply-held beliefs and values of the 
particular population. In India there is a marked 
ethnic, linguistic, religious and cultural diversity. 
It is quite possible that a particular film which may 
be received very well by a predominant section in 
one State may provoke roils in another State where 
it deep'y offends the sensibilities of a major section 
of the population." 

2.10.65 The Entry relates to only one particular 
aspect of cinematograph vi7., the sanctioning of films 
for exhibition. All other matters relating to cinemas 
are included in Entry 33 of List II. This matter 
appears to have been put in List I because this has 
inter-State or even international implications. Some 
of these films have not only a country-wide market 
but also a world-wide one. It is a very powerful 
medium, which has the potentiality of endangering or 
strengthening~national integration. If properly used, 
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it can educate the masses on healthy lines, and in the 
result, weld the diverse elements into a strong nation 
and strengthen political and cultural unity and integrity 
of India. On the other hand, this suggestion of the 
State Government, if accepted, may result in practical 
difficulties. Different States may enact diffenent 
criteria for sanctioning exhibition of films and the 
producers of films may be required to obtain a sepa
rate licence from each State Government for exhibit
ing them in the State concenred. This may lead to 
serious problems. The very fact that a film well 
received in one State may offend the sensibilities of 
people in another State, instead of supporting, mili
tates against the suggestion for transfer of this Entry 
to the State List. We are, therefore, of the view that 
the existing arrangements need not be changed. 

2.10.66 Entries 62, 63 and 64, List 1-These three 
entries apart from enumerating certain institutions 
as institutions of national importance, provide for 
Parliament to declare and determine by law from time 
to time new institutions of national importance. 

It has been suggested : "Parliament should not 
have any such power. Ours is a rich cultural heritage. 
In a free India this would be further enriched over the 
years. It is essential that institutions which are 
associated with this rich heritage, our freedom strug
gle, the blossoming of the nation, building up places of 
excellence (sic), are recognised from time to time as 
institutions of national importance". The State 
Government has, however, not given any reasons for 
proposing curtailment of the powers of Parliament 
in this regard. Another State Government has 
suggested that it will be unfair if Parliament brings 
another institution, within the jurisdiction of the 
Union by declaring it by law to be an institution of 
national importance, even if Government of India is 
financing it partly. On this premise it has suggested 
that in Entries 62 and 64 it should be stipulated that 
this should be permissible only if the Government 
of India is financing the institution to the extent of a 
minimum of 75 percent. In line with i"s suggestion 
to transfer "education" back to the State List, it has 
argued that no new Central Universities should be set 
up. No other State Government has raised any such 
objection. 

2.10.67 Entry 62 covers institutions like National 
Library and the Indian Museum. Entry 64 deals with 
institutions for scientific or technical education. 
These institutions could be institutions of national 
importance by ':irtue of . the!r J?OSition in depicti~g 
our national henta11e or mslltut1ons of excellence m 
the field of scientific or technical education. It 
would not be appropriate to link recognition of these 
institutions as of national importance with a degree of 
minimum funding by the Government of India. 
Extent of funding by Government of India is a matter 
of administrative convenience. We are, therefore, 
unable to support the suggestions for modificatio~ 
of Entries 62 and 64. We have also not found 1t 
possible to support the suggestion that Education 
should be brought back into the State List. There
fore, we are unable to agree to the modification of 
Entry 63. 

2 10 68 Entry 66, List !-"Co-ordination and deter
min.ati~n of standards in institutions for higher edu
cation or research and scientific and technical insti
tutions", 



It has been suggested by one State Government that 
the Entry be transferred to List II. Another State 
Government has suggested that in line with its sugges
tion that Education-should be again placed in List II, 
the jurisdic•ion of the Union under Entry 66 should 
be limited to only those institutions. which are finan
ced by the Union to the extent of a minimum of seven
tyfive percent and declared by law to be institutions 
of national importance. Coordination and deter
mination of standards in institutions of higher educa
tion or research and scientific and technical institutions 
on a uniform basis for the whole country is vital for 
the growth of the nation. It is significant that in 
1976, the Entry regarding "Education" was transferred 
from the State List to the Concurrent List. In the 
circumstances, it is not clear why the Union should 
be deprived of this power. No other State Govern
ment has objected to this Entry. We are unable to 
support this suggestion. The problem has been dealt 
with further in paragraphs 2.17.08 to 2.17.17. 

2.10.69 Entry 67, List !-"Ancient and historical 
monuments and records, and archaeological sites and 
remains, declared by or under law made by Parliament 
to be of national importance". 
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2.10.70 As regards ancient and historical monu
ments and records and archaeological sites and re
mains, other than those covered by Entry 67 of List 
I, the constitutional scheme of distribution of powers 
is as follows : 

(i) Ancient and historical monuments and records 
other than those declared by or under law made 
by Parliament to be of national importance, is 
part of Entry 12 in List II. 

(ii) Archaeological sites and remains other than 
those declared by or under law made by Parlia
ment to be of national importance, is Entry 
40 in List III. 

2.10.71 In all the above Entries, the expression 
"declared by or under law made by Parliament" was 
inserted by the Constitution (Seventh Amendment) 
Act, 1956 replacing the expression "declared by Parlia
ment by law". In the Government of India Act, 
1935, Entry 15 in List -I, the Federal Legislative List, 
read as "Ancient and historical monuments; archaeo
logical sites and remains". 

2.10.72 One State Government has suggested that 
both Entry 67 in List I and Entry 40 in List III should 
be transposed to the State List. However, that Go
vernment has not given any reason in support of the 
suggestion. 

2.10.73 Ancient and historical monuments and 
records and archaeological sites and remains are not 
matters purely of State or local interest. These have 
aspects of general, historical, cultural or religious 
importance, extending beyond the territorial boun
daries of the States wherein they are located. The 
upkeep of ancient and historical monuments and 
archaeological operations both require highly sophis
ticated technologies and )>rge investments. Some of 
them may be more important than others Jrom the 
national point of view. A few may even be of inter
national intere~t. That is why Parliament has been 
em'l~we·ed by Entry 67 in List I to make a law enabling 
these to be declared to be of national importance and 
taken over by the Union, 

2.10.74 Even if the archaeological finds and re
mains at a particular site are not of national impor
tance, it is essential that Archaeological Departments 
in individual States, in the interests of scientific in
vestigation, historical research and due preservation 
of sites and remains, should follow standard methods, 
processes and procedures. This explains why this 
subject has been included in the Concurrent List as 
Entry 40 enabling the Union i111er alia to lay down 
such standards. 

2.10.75 Also, maintenance and preservation of 
ancient monuments and archaeological sites and re
mains are quite expensive. Therefore, retention of 
Entries 67 and 40 in Lists I and III respectively is 
advantageous to the States as the related expenses 
will continue to be borne largely by the Union. 

2.10.76 We are, therefore, of the view that there is 
now a fair sharing of responsibilities as between the 
Union and the States, in the matter of ancient and 
historical monuments and records and archaeological 
sites and remains and that Entries 67 and 40 in List I 
and III, respectively, do not need any change. 

2.10.77 Entry 76, List 1-"Audit of the accounts 
of the Union and of the States", 

Two State Governments have recommended that 
this Entry should be amended and the subject of "audit 
of the accounts of the States" should be transferred 
to the State List. Barring these States no other State 
Government, political party or individual has made 
such a demand. 

2.10.78 Articles 148 to 151 of the Constitution deal 
with the office of the Comptroller and Auditor General 
(C & A.G.). The C & A.G. holds a Constitutional 
office (Article 148). Article 149 provides inter alia 
that his duties and powers in relation to the 
accounts of the Union and the States may be pres
cribed by or under a law of Parliament. Under the 
Comptroller and Auditor General's (Duties, Powers 
and Conditions of Service) Act, 1971, he is inter alia 
responsible for the audit of the accounts of the Union 
and the States. Under Article 150, the form of 
accounts of the Union and the States is prescribed by 
the President on the advice of the C & A. G. 

2.1 0. 79 As discussed in the Chapter on "Financial 
Relations", there is close interaction between the Uni
on and the State Governments in fiscal and financial 
matters. Maintenance of accounts of these Govern
ments on the basis of uniform principles, early detec
tion by an independent authority of irregularities in 
financial transactions, and timely remedial action to 
correct the irregularities, are some of the basic ingre
dients of proper fiscal and financial management 
and coordination between the Union and the State 
Governments in these fields. It would be difficult 
if not impossible, to achieve these objectives if ther~ 
were to be a multiplicity of audit authorities each 
prescribing its own system of accounting and adopting 
its own audit methods and procedures. The Consti· 
tution has, therefore, provided a single authority viz. 
C & A.G., subservient neither to the Union Govern
ment nor to the State Governments, who is empowered 
to advise on the form in which accounts of the Union 
and the States are to be kept, and to audit the accounts. 
Thus the Constitution envisages the C & A.G. to 



function as the watchdog of the country's finances. 
This arrangement makes for economy in expenditure 
as well. We are, therefore, unable to support the 

. proposal for modifying Entry 76. 

2.10.80 Entry 84, List 1-"Duties of excise on 
tobacco and other goods manufactured or produced 
in India except-

(a) alcoholic liquors for human consumption, 
(b) opium, Indian hemp and other narcotic drugs 

and narcotics, 

but including medicinal and toilet preparations con
taining alcohol or any substance included in sub-para
graph (b) of this entry". 

It has been suggested by one State Governments : 
"The power to levy excise duty on medicinal and toilet 
preparations containing alcohol etc. should be made 
over to the States". This Entry was incorporated 
as it was felt at the time of framing the Constitution 
that this was essential for the development of the 
pharmaceutical industry. The levy of different rates 
of such duties in different States, it was felt, would 
lead to a discrimination in favour of goods imported 
which would be detrimental to the interest of the local 
industry. No hardship has been brought to our 
notice on account of existing Entry. Another State 
Government has drawn attention to the fact that 
whereas that State contributes 5 to 6 percent of the 
Union Excise revenue, it receives only 1.2 percent of 
the 40 percent distributed on the recommendation 
of the last Finance Commission. It has, therefore, 
urged that excise duty on industri_al units defined by 
Parliament by law as small-scale umts be excluded from 
the jurisdiction of ~he Union and shifted to the State
List. We have pomted out m the Chapter on Fman
cial Relations that such division would lead to many 
administrative problems. For these reasons and 
those mentioned in the Chapter on Financial Relations, 
we are of the view that there is no need for a change 
in the existing Entry 84 of List I. 

2.10.81 Entry 90, List 1-"Taxes other than stamp 
duties on transactions in stock exchanges and futures 
markets". 

It has been suggested that the power regarding 
taxes on "futures markets" should be transferred to 
the State List because it is consequential to the State 
Government's suggestion for transfer of the subject 
"futures markets" to the State List. We have already 
dealt with "futures markets" in paragraph 2.10.48. 
In view of that, we cannot support this suggestion. 

2 10.82 Entry 97, List 1-This is a residuary Entry. 
It bas already been considered alongwith Article 248 
in paras 2.6.01 to 2.6.18 of this Chapter. 

11. NEED FOR CONCURRENT LIST 

2.11.01 The Concurrent List, at present, comprises 
52 items. The State Legislatures ~re fl:IIIY ~ompet_ent 
to legislate with respect to matters m this List. subJect 
to the rule of repugnancy in Article 254. If Parliament 
completely occupies the field of a concu~rent ~ntry. 
the power of the State ~egislatu_res to legislate m the 
same field is rendered moperative. The parameters 
of the rule of repugnancy and its effect ~n t~e State 
legislative power have been discussed earlier m paraS' 
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2.5.06 to 2.5.10 of this Chapter. Reservation of 
State Bills under clause (2) of Article 254 read with 
Article 200 will be dealt with later in a separate Cha
pter37. Issues directly related to entries in the Con
current List will be considered here. 

Demand for abolition of the concurrent list 

2.11.02 Two State Governments and their support• 
ing parties have proposed abolition of the Concurrent 
List and transfer of all its items to the State List, 
The demand apparently rests on two-fold premises. 
First, that in a truly federal Constitution there is no 
need for a Concurrent sphere of jurisdiction, and, as 
such, a polity postulates a complete and mutually 
exclusive division of power between the two levels 
of government. Second, that the Concurrent List 
has been operated by the Union in a monopolistic and 
unilateral manner as if it were a second Union List. 

2.11.03 Thus, the first point for consideration is, 
whether from a functional stand-point, it is feasible 
in any system of two levels of government, to have no 
area, whetsover, of their concurrent responsibility 
or overlapping jurisdiction. The history of the work
ing of the older federations attests that the emergence 
of a wide-ranging area of concurrent jurisdiction is 
inevitable with the passage of time. 

Position in USA 

2.11.04 The Constitution of the Unit d States of 
America is supposed to be a classic model of water
tight compartmentalisation of governmental func
tions. It enumerates thepJweroftheNational Govern
ment and reserves residuary powers, except those 
prohibited by the Constitution, for the States. It has 
no Concurrent List. Most of the powers delegated to 
the National Government are specified in Article I, 
Section 8. All the powers granted to the Congress 
are not exclusive. Over the years as a result of judicial 
interpretation, a concurrent field has emerged. Those 
powers which do not belong to the Congress exclu· 
sively, and are not forbidden to the States, are con cur
rent in the sense that so long as the Congress does not 
formally pre-empt or occupy the subject-matter of 
these powers, the State legislature~ may also exerci~e 
them. Instances of matters which fall un~er this 
'concurrent' category are: bankruptcy, electncpower 
and gas, regulation of public uti~ity! food and drug 
regulation, public welfare and so cia! msurance, plan
ning, taxes, borrowing mon_ey, estabh~h-~ent ofco_urts, 
chartering banks, corporatwns, acquisiticn of pnvate 
property for public purposes etc. Most of these 
'concurrent' powers are liable to pre-emption by the 
Congress through statutory elaboraticn, ':Vhile others 
such as the power to tax, are not pre-emptibl~ .. Th~s, 
in this so-called concurrent sphere the hgislatlve 
power of the Congress predominates over that of the 
State Legislatures. Nonetheless, the scope of con
current sphere continues to be large because Co?gre~s 
seldom occupies to the full, the field of a sub)_ect rn 
the concurrent sphere. Indeed, the Congress d1d not 
for a number of years after the advent of the U.~. 
Constitution, exercise all the powc_rs delega~ed to 1t. 
The power to regulate bankruptcies, for Instance, 
was not exercised by it until 1933. Prior to the 

(37) Ch 1pter y o~ "Rr.aec~,llion of Bills by Governors for 
President's conSideratson paras 5.1.01 to 5.7.08. 



plssage of the Water Quality Act, 1965, the occasions 
on wllich Congress exercised its power of total or 
plrtial pre-emption in respect to matters in the cuD
current sphere, were few and f,u between. The under
lying rationale of the pre-emption doctrine is that the 
Sup.-e.nacy Clasuse in Article VI, Clause 2 of the 
Un1ted States Constitution invalidates State laws that 
int~rfere with, or are c.Jntrary to the laws of the Con
gr.,ss The doctrine does not withdraw f.-om the States 
either the power to regulate what is merely a peri
pheral c.:mc.:rn of federal law or the authority to 
legislate when Congress cvuld have regulated a distinc
tive p.1rt of a suoject waicn is pec"harly adapted to 
local reg"lation b"t did not. In case of a contlict, 
bet-v~"n" St<Lte law and a F.dcrallaw on a concur
rent suoject toe f..>rmer must yield to the Iauer••. 
An analog"e oftais rule is embodied in Article 254 of 
our Constlt"tion. After 1965, Congress has evinced 
an increasing tendency to pass iuch pre-emptive 
statutes relat1Dg to mauers in this so-called concur
rent spnere. Air Qaality Act, 1967 and Pollution 
Control Amendments of 1972 are examples. 

2.11.05 Formal pre-emption apart, through the 
techniq"e of cvnditional grants-in-aid, the F-.:deral 
Government of toe United States of America bas 
im.nensely exp.lDd.:d its role and extended its acti
vmes to mant fields which are traditionally the con
cern of the States and their local sub-divisions. After 
1%ll, " toe federal role has become bigger, broader 
a?-d deeper-bigger witain the federal system both in 
SIZe of 1ts mter-governmental outlays and in the num
ber of grant programmes; broader in its programme 
and p..>licy concerns .•..••. , .......•. , ... , ..... . 
.•.•.•.•.•...•.... deeper in its regulatory thrusts 
and p:e-emptions" (A~U~ Report). foday, the deli
very of ID·•St g..>vernmer t<Ll services in toe United 
States nas become inter-governmental in nature and 
most f<iDctional responsibilities from a practical 
st~~d-pvint, can no longer be described as exclusively 
ot tlld;;ral or state or ioC<Ll concern .. Tne federal gov
emilll)llt 1s now playmg an ever-mcreasing role in 
funcuonal areas ou1s1de all those delegated to the 
Con6ress by Se::tion I! of Article I. T01s is a major 
deve1o pment. Tne broad interpretation placed by 
the Supreme Court of United Stat"s on the Com
merce Qause, Police Power and General Welfare 
in its Constitution has had the effect of narrowing 
~own _the scope of legislative ,.Power of the States 
1n varw.us fields. Nonetheless, where diversity and 
not UDitormHy 1s ne~d!ld and the matter is consi
dered to be one of local or State concern, the 
Stares are conceded the power of legislation. 

Canada 

2.11.06 Sections 91 and 92ofthe Constitution Act 
of Canada enumerate tile Classes of Subjects within 
the exclusive competence of the Dominion and tile 
Provinces,_respectl~ely .. Section 95 places only two 
subJects viZ., Irnmigrahon and Agriculture within 
the Concurrent legislative competence of the Domi
nion and t~ Provinces. _Subsequently, through an 
Amendment m 1951, Section 94A was inserted which 
brought_ 'old age pensions' within the overlapping 
JUCISdlctlon of toe VoD11n10n and Provinces. A pro-

J5J Chooago & N W Tr Cu. Y. K1lo llrick 1<. Tito, 950 US 
J.i. 
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.found transformation bas taken pbtce in the institu
tions of government in response to a sequence of 
changing pressures. Judicial interp.-etation has also 
facilitated this change. Inter-governmental bargaining 
tend to take place among executives, to evolve com
plex agreements and tax transfer arrangements and on ~. 
occasions confront legislatures with a fait accompli. 
The p:>sition has been succinctly summed up by the 
Royal Commission on Economic Union and Develop
ment prospects for Canada, (1985), thus : 

" .................. The categories set out in 
those sections (SS 91, 92,95 etc.) largely reflect mid
nineteenth-century attitud~s towards governments; 
they bear little. relation to the functions of the state 
today or to the concepts and terminology of policy 
decision. The area of de facto concurrent Fed~ral
Provincial jurisdiction have multiplied far beyond 
the formally designated fields of immigration, agri-
culture and pensions .............. ", 

2.11.07 A persi;tent demand has been made in 
recent years to include many more subjects in the 
formally demarcated Concurrent field, with the 
object of ensuring coordination and cooperation 
b;tween the two levels of governments over a much 
larger area of inter-governmental functions. 

Australia 

2.11.08 The Australian Constitution does not 
specifically provide for a Concurrent field. But it 
impliedly recognises it. Section 51 of its Constitution 
Actenumerate~thelegislativepowers oftheCommon- , 
wealth parliament under 39 heads. There is nothing 
in the wording of Section 51 which makes the matters 
enumerated therein as subjects of exclusive legislative 
power of Commonwealth. It has been held in the 
light of Section 107 that witb respect to matters enume
rated in Section 51, the ~tate Legislatures also may 
leg1slate on these subjects 1f considered necessary for 
the Government of the St_ates. !hus, a_ fairly large 
concurrent field has-come tnto extstence tn Australia. 
The power of the States to legislate in regard to Con
current matters is subject to the rule of rederal para
mountcy contained in Section 109 of the Australian 
Constitution. Article 254 of the Indian Constitution 
lays down a similar principle. 

West Germany 

2.11.09 The West German Constitution also 
provides for a substantial field of concurrentjurisdic
tJOD. 

2.11.10 Even in the United States of America and 
Aust!alia whose constituti~os did not specifically 
prov1de for a Concurrent L1s1, a large area of inter
gov~;rnmental cooperatwn, concunent jurisdiction 
and sha1ed respon;ibihties has emerged. The exist
ence of ~ sphere o~ concurrent jurisdiction is not 
only desnable. but lDevttable. Due to the inexorable 
pressure and mter-p.Jay of various. factors-social, 
eco~om.1c, technological, demographic, ecological and 
~galitanan-tile ro_le of the National Government 
1n all dual systems ts expandtng. The Constitutional 
hno d1V1d1ng tile doma1ns of the national and th 
itate Governments has become increasinaly blurr d~ 
Areas of common concern to the nation as -a wh~le 



are bound to grow with social, economic and techno
logical developments. The primary goal of both 
levels of government is the welfare of the people. 
The sine qua 11011 of progr~ss towards that goal is 
inter-governmental cooperation, consultation and 
coordination between the two levels of government 
in all areas of common concern or concurrent juris
diction. Elimination of all areas of concurrent juris
diction through a constitutional amendment will 
only incapacitate the body politic in striving towards 
this goal. Considered from this aspect, the demand 
for abolition of the Concurrent List would be a retro
grade step. Furthermore, abolition of the Concurrent 
List would involve a drastic change in the fundamental 
scheme and framework of the Constitution, which, 
under our Terms of Reference, we are imperatively 
required not to disregard. For all these reasons, it is 
not p:>ssible to support the demand for abolition of 
the Concunent List. 

12. DEMAND FOR CONSULATION WITH STATES 
BEFORE UNDERTA((JNG LEGISLATION 

2.12.01 The next issue relatin~ to the Concurrent 
List is whether there s:·10uld be consolation with the 
States before the Union initiates legislation with 
resp~ct to a matter in the Concurrent List. Almost 
all the State Governments, political parties and emi
nent persons are of the view that there should be 
such consultation. However, their views vary with 
regard to-

{a) whether this slnuld be a matter of constitu
tional obligation or of convention; 

{b) the mode and extent of consultation; that is 
to say, whether in addition to consultation 
with individual State Governments, there 
should be collective c.:>Dsultation with the 
proposed Inter-State Council; 

{c) wheth ·r ti1is consultation should assume the 
character of concurrence; 

(d) whether this consultation should be with the 
State Legislatures also. 

The Instrument of Instructions issued under the Go
vernment of India Act, 1935 contained a provision 
that, whenever any legislation was undertaken by 
the Centre ou a Concurrent subj .ct, the Provincial 
Governments would be consulted beforehand. There 
is no such instrument of instructions envisaged by 
our Constitution. 

2.12.02 We have already dealt with the demand 
(c) in para 2.5.22. It would, in effect, reverse the rule 
of Union Supremacy into one of State Supremacy. 
For reasons given there this demand cannot be sup
ported. 

2.12.03 Regardi11g (d)-One State Government 
has suggeste~ the insertion of a new Article 254A as 
follows:-

"2S4A. Consultation with State Legislature and 
Parllament-(1) Nn Bill with respect to any matter 
anumeratod in the ConcurreUt List shail be intro
duced in either House of Parliament unless the Bill 
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has been referred by the President to the legisla·. 
tures of the States for expressing their views therecn 
within such period as may be specified in the refe
rence and the period so specified has expired. 

(2) No Bill with resp~ct to any matter enumerated 
in the Concurrent List shall be intrcduced in the 
House or either House of a State legislature unless 
the Bill has been referred by the Speaker of the 
Legislative Assembly of such State to the Speaker 
of the House of the People for expressing the 
views of Parliament thereon within such period as 
may be sp~cified in the reference and the period so 
specified has expir.;d". 

2.12.04 It will be observed that instead of facili
tating, this proposal, if implemented, would makf 
the working of the constitutional scheme of checks 
and balances with respect to the concurrent sphere 
of jurisdiction exceedingly cumbersome and dilatory. 
We cannot, therefore, commend this proposal. 

13. RATIONALE OF THE CONCURRENT LIST 

2.13,01 The rationale of putting certain subjects 
itl the Concurrent List and giving tne Union and the 
State Legislatures concurrent powers regarding them, 
is that tney can be classified as matters nettller ot 
exclusive national concern, nor of purely State or 
local concern. They belong to a grey zone in which 
the Union and the States nave a common interest. 
On the main aspects of these subjects, uniformity in 
Iii w througnout toe country is necessary m the national 
interest. fbe junsdtction of a State Legislature, by 
its very nature, is restricted to persons, objects and 
tnings sttuated within its territones. It does not ex
tend to those things with which it has no territorial 
nexus. The State Legislature , therefore, cannot 
ensure such uniformtty. Further, if a mischief or 
epid~mic emanating in one State extends beyond its 
territonal limits, it can be eftecLively prevented or 
remedied only by a Jaw passed by J:'arliament. On 
the other hamt, problems and conditions may var) 
greatly from State to State and may requ!re diverse 
remedtes suited to thetr pecuhanttes. il a Unton 
law occupying the enttre held of a Concurrent sub· 
ject: attempts to enforce a Procrus~ean uniformity, 
regardless of the special pro~lems ol d~fferent States 
requiring diverse soluttons, 1t may deleat tts own 
purpose. Where diversity is ~eedcd, the States. know 
what is best for them. Tuat ts why, the Constttutton 
gives to the State Legislatures, also, power to make 
Ia ws on a Concurrent rna tter to suit its peculiar condi
tions. Th~n some subject matters of legislation may 
be multifaceted. By tneir very nature, they cannot 
be wholly allocated etther to the Union or the States. 
Overlapptng is unavoidable in such cases .. A typtcal 
instance ts of Ttade and Commerce. Where tt mvolves 
trade with foreign countries or import or export 
across borders, it is the subject-matter of Entnes 41 
and 42 of the Union List. Where tt concerns Trade 
and Commerce within the State. it is incorpor~ted in 
Entry 26 of List II. But 'Trade and Collllllerce tn ~he 
products of any industry _controlled ~y the Unton. 
or of food grains and like ttems ts pu~ 10 ~try 3~ ol 
the Concurreut List. Entry 26 of Ltst H ts subject 
to Entry 33 of List HI. · ·· 



14. l.i.\"/O.V LEGISLATION ON A CONCURRENT 
SUBJECT-PRIOR CONSULTATION WITH STATES 

ESSE.VTIAL FOR HARMONIOUS WORKING 
OF THE SYSTEM 

2.14.01 The enforcement of Urion Laws, parti
cularly those relating to the Concurrent sphere, is 
s.:cured through the machinery of the States. Coordi
nation of pohcy and action in all areas of concurrent 
or overlapping jurisdiction through a process of 
mutual consultation and cooperation is, therefore, 
a prerequisite of smooth and harmonious working of 
the dual system. To secure uniformity on the basic 
issues of national policy with respect to the subject 
of a proposed legislation, collective concultalion 
with the representatives of the State Governments 
at the forum of the proposed Inter-Governmental 
Council will also be neces,ary. 

\\'hetber such Coosultation should be a Constitutional 
Obligation or one of Convention 

2.14.02 The only question that now remains is 
whether such consultations should be made a matter 
of constitutional obligation or left to be observed 
as a salutary convention. A number of State Govern
ments and political parties insist that the require
ment of consultation should be incorporated in the 
Constitution to ensure its strict observance, while 
others would allow the matter to rest on convention. 
We have given careful consideration to these diver
gent views. 

2.14.03 We are"of the view that it is not necessary 
to make the Union-State consultation regarding 
legislation on an item in the Concurrent List a 
Constitutional requirement. This will make the 
process needlessly rigid. But this should be a firm 
convention. The advantage of a convention or rule 
of practice is that it preserves the flexibility of the 
system and enables it to meet the challenge of an 
extreme urgency or an unforeseen contingency. We 
recommended tn.tt this cJnv~ntion as to consultation 
with the State Governments individually, as well as 
collectively, should be strictly adhered to, except 
in rare and exceptional cases of extreme urgency or 
emergency. 

15. CHANGES SUGGESTED IN LIST Ill 

2.15.0 I We have discussed earlier that there is a 
category of legislative subjects which are neither 
exclusively of national interest, nor purely of domestic 
or local concern of the States. They are subjects 
some aspects of which are of national interest and 
others of State interest. Both these aspects are 
inextricably intertwined~ Their relative strength and 
proportion in a subject does not, over a long period 
of time remain, constant or immutable. Nonetheless, 
they are matters of common or conjoint interest to 
the Union and the States. Uniformity, at least in 
the main principles of Jaw on such subjects, is desirable. 
These matters, therefore, cannot be allocated to the 
exclusive legislative sphere either of the Union 
or of the States. Their proper place is in the sphere 
of concurrent jurisdiction of the Union and the 
States. Bearing in mind thc;e broad principles we 
will now consider the demand for transfer or-certain 
entri~ from the Concurrent to the State List. 
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2.15.02 Two State Governments have demanded 
far-reaching changes in the Concurrent List. _One 
of them wants that the subJect-matters of thJity
four Entries in this List, namely : 3 (partly), 4,. 5, 
8, 10, 11, 11-A, 14, 15, 16, 17, 17A, 17B 18, 19, 21, 22, 
23 24, 25, 26, 28, 30, 31, 32, 33, 33A, 34, 35, 36, 37; 
39: 40 and 42 (partly) be transferred . to the S~te 
List. It has further suggested modification of Entnes 
27 and 45 of List Ill. A regional Party of that State 
has demanded that, with the exception of seven 
Entries, namely : 4, 27, 29, 41,45, 46 and 47, all 
other Entries in List III be transferred to the State 
List. The other State Government has also made 
similar suggestions. In addition, this State Govern
ment has made certain suggestions in respect of 
Entries 20-A and 38. It has also suggested placing the 
residuary powers in the Concurrent List. 

2.15.03 For considering the proposed changes it 
will be convenient to divide the Entries in question 
into five groups. 

16. GROUP I 

2.16.01 Group I.-The first group would cover 
Entries 3, 4, 14, 15,18, 21 and 32 of List III. No 
specific reason has been given for transfer of these 
Entries to the State List. 

2.16.02 Entry 3, List lli.-"Preventive detention 
for reasons connected with the security of a State, 
the maintenance of public order, or the maintenance 
of supplies and services essential to the community; 
persons subjected to such detention". One State 
Government has suggested that since public order 
is a State subject preventive detention for reasons 
connected with the security of a State, or the mainte
nance of public order and the persons subjected to 
such detention should be a State subject. Further, 
there may be no detention for reasons connected 
with the maintenance of supplies and services 
essential to the community and persons who endanger 
such supplies and services may be proceeded against 
only for violation of specific Jaws. On these premises 
it has suggested that Entry 3 of List III may be deleted 
and shifted in a modified form as Entry 1-A to List 
II. Another State Government has suggested retention 
in the Concurrent List of "preventive detention for 
reasons connected with maintenance of services 
and supplies essential to the community and persons 
subjected to such detention" and shifting of the 
remaining part of the Entry to the State List. 

2.16.03 Maintenance of Public Order, simpliciter, 
except where it requires the aid and use of the forces 
of the Union, is the sole responsibility of the States. 
Lack of public order would cover a very wide range 
of situations from chaos and threat to the security 
of the State by small disturbances. The prevention 
of a threat or danger due to war, external aggression 
or armed rebellion to the security of the Union or 
any part of the- territory thereof, in a situation of 
grave emergency, is the responsibility of the Union 
(Article 352). Where in a State, a problem of public 
disorder assumes the magnitude of an 'internal. 
disturbance', it is the duty of the Union to intervene 
and protect the State .against such disturbance 
(Article 355). · When does a public disorder assume 
the character of an 'internal disturbance', is a matter 



which has been left by the Constitution to the sub
jective satisfaction of the Union Government. 
Thus, the aggravated forms of public disorder are 
matters of common concern of the Union and the 
States. 

Preventive detention is an extraordinary power 
and it cannot be used for dealing with ordinary 
problems of public order. The legislative power in 
respecty of preventive detention is expressly 
limited by the Constitution to the specific purposes 
having a reasonable nexus with (i) Defence, Foreign 
Affairs, or the Security of India (Entry 9, List I); 
(ii) the Security of a State, the maintenance of public 
order or the maintenance of supplies and services 
essential to the community (Entry 3, List III). The 
difference between problems of 'public order' simpli
citer, and 'public disorder' of an aggravated kind 
which could call for preventive detention, though 
of a degree, should be treated as if it was a difference 
of a kind. Assuming for the sake of argument that 
'public. order' within the contemplation of Entry 
3. of Ltst III ~!leans the same thing as in Entry I of 
Ltst I~, t~en It must be remembered that preventive 
detention ts not the normal mode of maintaining 
'public order'. Preventive detention is not meant 
to deal with ordinary problems of law and order. 
Neither Entry 9 of List I nor Entry 3 of List III 
confers on .legislatures _Powers to make any law relating 
to preventiVe detentton for reasons connected with 
the maintenance of law and order and 'persons sub
jected to such detention'. The reasons for non-con
ferment of such power are obvious. If the law and 
order problems were allowed to be controlled by 
or under the preventive detention laws the esecutive 
would have surely taken recourse to the extraordinary 
machinery of detention without trial on bare subjective 
satisfaction rendering the ordinary criminal law 
otiose, futile and superftUOPS. It follows therefore 
that detention for purpose of 'law and orde;' is foreigr; 
to the preventive detention laws. 

2.16.04 Preventive detention being an extra
ordinary power must be exercised with utmost 
caution and care. It has the potential to subvert the 
democratic form of government based on rule of 
law. Inclusion of the subject in the Concurrent 
List enables Parliament, by law to regulate the exercise 
of this power throughout the country, in accordance 
with certain principles. Articles 21 and 22 confer 
important fundamental rights relating to protection 
of life and personal liberty and protection against 
arrest. Thes~ fundamental rights are part of the 
very ~ou~dattons of. our democracy. Preventive 
detention ts an exception and a drastic power available 
to the executive. Clauses ( 4) to (7) of Article 22 . 
provid.e for certain safeguards in case of preventive 
detention. In order that preventive detention is not 
misued it is essential that Parliament should have 
the power ~o lay down a uniform law not only covering 
the essentials of law but also providing necessary 
safeguards. Neither State Government has brought 
to our notice any hardship experienced by them 
on account of the existing arrangements. We notice 
that Section 3 of the National Security Act (19PO) 
emnowers both Union and State Governments to 
make orders detaining a person under certain circum
stances. By way of safeguard, . the Central Govern
ment may revoke or modify the detention order made 
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by a State Government or any officer subordinate 
to it (Section 14). We are, therefore, unable to 
support the suggestion for tninsfer of Entry 3, List 
III or any part of it to the State List. 

2.16.05 As regards the suggestion that person·s 
who endanger the maintenance of supplies and services 
essential to the community may be proceeded against 
only for violation of specific laws, it may be noted 
that criminal proceedings and preventive detention 
are not parallel proceedings. The former is punitive 
the latter is preventive. An order of preventiv~ 
detention is not a bar to prosecution for specific 
offences. 

2.16.06 Entry 4, List 111.-"Removal from one 
State to another State of Prisoners, accused persons 
and persons subjected to preventive detention for 
reasons specified in Entry 3 of this List". The sugges
tion of one State Government is that this Entry may 
be transferred to the State List with the modification 
that transfer of prisoners from one State to another 
State would be made with the consent of the other 
State. Another State Government has suggested that 
this Entry may be deleted. They are of the view 
that there is no need to transfer the persons detained 
outside the State. 

2.16.07 The subject-matter of this Entry has 
an inter-State aspect. So far as that aspect is concerned, 
it can be effectively dealt with on uniform basis, 
only under a law made by Parliament. The laws 
made by a State Legislature cannot have operation 
beyond its territorial limits. Therefore, if the Entry 
is transferred to the State List, it will become in
perative. Even the State Government asking for 
its transfer, seems to be conscious of this difficulty. 
This is why it has suggested that before transferring 
it to the State List, the words "with the consent of 
the transferee State" be inserted in this Entry. Trans
fer outside the State of a person detained, may become 
necessary in certain extreme cases of large-scale 
public disorders and violent crime, in the interests 
of the security of the State and the prisoners and for 
like administrative reasons. We cannot support the 
proposal for amendment of this Entry. 

2.16.08 Entry 14, List 111.-"Contempt of Court, 
but not including contempt of the Supreme Court". 

The broad object of the law of contempt of 
court is to safeguard the status, dignity and capacity 
of the courts to administer justice without fear or 
favour, obstruction or interference. A unique feature 
of our two-tier system, which distinguishes it from 
other federations, is that it has a single unified 
judiciary which administers Union Laws as well as 
State laws. The Union and the States are thus equally 
interested in the subject-matter of this Entry. This 
subject has also a nation-wide dimension which can 
be effectively handled only by Parliament. . An 
illustration will make the point clear. Parliament 
has, in exercise of its power under this Ent~, passed 
the Contempt of Court Act, 1971. Sect1on II 
provides that a High Court shall have. jurisdiction 
to enauire into or try a contempt of ttself or any 
subordinate court, whether the contempt was committ
ed within the territorial limits of the State in which 
it exercises jurisdiction or outside it. This provision 



is an illustration of the nation-wide aspect of the 
subject. In view of Article 245, only a law made by 
Parliament could take efi'ective care of it. 

2.16.09 Inclusion of the subject of 'contempt of. 
court, in the Concurrent List is consistent with the 
constitutional scheme which safeguards the position 
of the High Court from being undermined by State 
Legislation. If a legislation relatable to Entry 14, 
List III is passed by a State Legislature it can be 
stopped from reaching the Statute Book by the 
action "of the Governor under Article 200 (Second 
Proviso) and the exercise of Presidential veto under 
Article 201. Even if the legislation escapes this check 
and receives the assent of the Governor, it can be 
amended, varied or repealed by Parliament either 
directly or by passing a law inconsistent therewith 
1•ide Proviso to Article 254(2). If the subject-matter 
of this Entry is transferred to the State List, these 
safeguards against parochial or unjustifiable use of 
their legislative powers on this subject, by States, 
would disappear. The proposal is thus untenable. 

2.16.10 Entry IS, List m.-"Vagrancy nomadic 
and migratory tribes". This subject has inter-State 
dimension. The activities and mobility of such tribes 
do not remain confined to boundaries of a particular 
State or States. The problems relating to them have 
inter-State dimensions. The reason for including 
this subject in the sphere of concurrent jurisdiction 
is thus obvious. We find no substance in the demand 
for its transfer to the State List. 

2.16.11 Entry 18, List m.-"Adulteration of 
food stuffs and other goods". This evil has country
wide dimensions. Adulteration of foodstuffs and 
goods may take place in one State and its deleterious 
effects may occur in another State where they are 
consumed. This widespre<> d evil can be effectively 
combated at the National level. Union laws on the 
subject can be supplemented by the State laws. If 
there are peculiar problems limited to a particular 
State which require special legal remedies in variance 
with those uniformly provided in the Union law, 
a State legislation enacted with President's assent 
under article 254(2), can take care of the same. We 
are, therefore, of the view that this Entry should 
continue to remain in the Concurrent List. 

2.16.12 Entry 21, List III.-"Commercial and 
industrial monopolies, combines and trusts". The 
commercial and industrial activities related to the 
subject have inter-State dimensions and implications. 
Unethical trade or industrial practices can be effectively 
regulated or curbed only by a Union law applicable 
uniformly throughout the country. Hence the reason 
for putting this subject in the Concurrent List. 

2.16.13 Entry 32, List m.-"Shipping . and 
navigation on inland waterways as regards mechani
cally propelled vessels, and the rule of the road on 
such waterways, and the carriage of passengers and 
goods on inland waterways subject to the provisions 
of List I with respect to national waterways". 

This Entry is subject to Entry 24 of List I which 
reads : 

"Shipping and navigation on inland waterways, 
declared by Parliament by law to be national 

waterways, as regards mechanically propelled 
vessels; the rule of the road on such water
ways". 

2.16.14 Regulation of shipping and navigation 
on inland waterways has a very close and substantial 
connection with shipping and navigation c n inter
State waterways. Navigation on inland waterways 
may even have a close nexus with sea-ports and navi
gation on sea waters. This aspect of the subject· 
matter of Entry 32 is of national significance. It 
may even assume dominant importance from the 
national point in the circumstances of a particular 
waterway. Parliament has been given under Entry 
24, List I, the exclusive power to declare by law 
that a particular inland waterway shall be a national 
waterway. To the extent of such declaration, the 
power of the State Legislatures under Entry 32 would 
stand superseded. Since the inter-State and intra
State aspects of the subject-matter of Entry 32 cannot 
be sharply distinguished or isolated from each other, 
it cannot be allocated to the exclusive 
legislative sphere either of the States or of the Union. 
Its appropriate place can only be in the Concurrent 
List. 

17. GROUP ll 

2.17.01 This group may be sub-divided into three 
sub-groups-(a), (b) and (c). 

Sub-Group (a) 

It will comprise Entries II A, 17 A, 17B, 25 and 
33A. The only argument advanced for shifting these 
Entries to the State List is that the Constitution 
(Forty-Second Amendment) Act, 1976, during the 
Emergency period, brought them from List II to 
List III. 

2.17.02 The mere fact that these Entries were 
originally in List II, does not, by itself, lead to the 
conclusion that their transfer to the Concurrent List 
was not justified. The Forty-Second Amendment came 
into force on 3-1-1977, i.e., about 27 years after the 
advent of the Constitution. These two and a half 
decades was a period of crises and trial for India, 
It had to fight three wars to protect its idependence 
against external aggression. On the home front, it 
had to meet the challenge of fissiparous forces which 
exploited for their sustenance a host of problems 
facing the country. There was an acute food shortage 
accentuated by a rapidly increasing populatior•1 
There was paucity of essential commodities, industrial 
goods and essential machine tools. The bulk of the 
population was illiterate ~nd living bel01~ th~ po':e~y 
line. There were great soc1al and economiC dlspantle!', 
India made an all-out effort to tackle these problems. 
It embarked on social and economic plaHning and 
development in a big way under national leadership. 
For this purpose, modern advances in technology 
and communications were pressed into service. In 
India, as elsewhere in the world, these changes in 
technology, communications and social environment 
had a profound influence on the thinking patterns, 
expectations and attitudes of the people with respect 
to the responsibilities of the Union and the State 
Governments. Several governmental functions which 
two and a ha f decades earlier were considered pure~y 



of State or local concern, now became in the general 
perception of the people, matters of shared responsi
bility of the Union and the States. 

2.17.03 Tn! e.{pr~>sion; 'national interest', or 
·s~ate or lo:al conc~rn' do not denote static ideas. 
Tney ar~ opinioas or beliefs grounded on experience 
conditioaed by a given set of circumstances. These 
coac~pts undergo change on fresh experience in a 
chan<>ed set of circumstances. The twenty-five years 
after"' the comm!ncem:nt of the Constitution, was 
a period of renascent activity, experimentation and 
exp!rience. The transfer of the Entries in question 
to the Concurrent List is, therefore, to be appreciated 
in the light of the experience of the working of th: 
Constitution during the two and a half decades pre
ceding the Forty-Second Amendment. 

2.17.0l E~try llA, List IU-"Administration of 
ju;tice · constitution and organisation of all courts, 
e:~:cept' the Supreme Court and the High Courts". 

The field of legislation covered by this Entry was 
originally a part of Entry 3 of List II. By Section 57 
(b) (iii) of the Forty-Second Amendment Act, 1976, 
that part was omitted from Entry 3, List II, and by 
clause (c) of Section 57 it was inserted in List Ill as 
item 11A. 

2.17.05 No specific argument has been advanced 
to show that the transfer of this Entry to the Con
current List has, in operation, been detrimental to 
the interests of the States. Nor is there any evidence 
before us from which such a factual conc!usion can 
be drawn. However, one general argument IS that the 
transposition of this Entry impairs the basic federal 
features of the Coastitution. In re Special Courts 
Bill 197839, a similar argument was advanced. The 
Supreme Court negatived it with the_-observation 

"We are unable to appreciate how the;conferment 
of concurrent power on the Parliament in place 
of the exclusive power of the S~at~s, with resp~t 
to the constitution and orgamsatJOn of certam 
courts affects the princi pie of federalism in the 
form in which our Constitution has accepted and 
adopted it". 

In regard to the scope of Entry 11 A, the. Court '?Pined 
that the words of this Entry are sufficiently w1de to 
enable Parliament not merely to set up courts of the 
same kind and designation as are referred ~o in the 
relevant provisions but to create new or spectal courts 
subject to the limitation mentioned in the Entry as 
regards the Supreme Court and the High Courts. 

2.17.06 The Union Government, ~hi!e int~o
ducing the Forty-Second Amendment B~ll 1_n Parha
ment, did not make any stat!ment of obJ_ects a_nd 
reasons' for all the proposed amendments mcludmg 
the one relating to the Entry in question. We are, 
therefore, left to draw our own i~ference from the 
apparent circu_mst~nces: The subJect-matter of the 
Entry in questiOn IS alhed and co~plementary to the 
subjects of Entries 1, 2 and 13 of L1st Ill. Though_ ~wo 
State Governments have suggested the transpos1t1on 
of Entry 11-A to List II, they have. not sought any 
change in regard to these three Entnes. A good part 
of the field of these three Entries has been occupied 

(39)1979)(2) SCR 476. 
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by the great Codes-Indian Penal Code, Criminal 
Procedure Code and Civil Procedure Code. The origin 
of these Codes goes back to the ninetieth century. 
The pre-Constitution Codes of Criminal Procedure 
and Civil Procedure have recently been replaced by 
the revised Codes enacted by Parliament. The concept 
of uniformity and equality of treatment before law 
ensured by these Codes have become deeply ingrained 
in the common consciousness of the people of India. 
The inclusion of this Entry in the Concurrent List 
enables Parliament to secure a measure of uniformity 
in the administration of justice, and constitution and 
organisation of courts subordinate to the High Court, 
in the States. To some extent, the area of Entry 2 
occupied by the Criminal Procedure Code, could 
overlap the laws enacted by the States with regard 
to the organisation and jurisdiction of the subordinate 
courts in the States. By bringing that part of Entry 3, 
List II into the Concurrent List, the risk of such conflict 
will also be obviated. The suggestion for restoration 
of the subject-matter of Entry 11-A to List II is 
only theoretical and, perhaps, founded on imaginary 
fears that Parliament would occupy needlessly ex
cessive field of Entry 11-A and render inoperative the 
power of the State Legislatures with respect thereto. 
We therefore, find that there are not sufficient grounds 
for' transposing this Entry back to List II. 

2.17.07 Entry 17 A, List ill-"Forests" 

Entry 17B, List Ili-"Protection of wild animals 
and birds". 

In 1952, the Union Government formulated the 
National Forest Policy. The Policy set a target of 
bringing 1f3rd (i.e. about 100 million hectares) of the 
total area of India under forest cover. About 75 
million hectares were found recorded as under forest 
cover. The States, however, did not seriously imple
ment this Policy. The depletion of forests continued. 
Apart from the pressures of human and cattle popu
lation and the increasing demand for fire-wood, 
timber and fodder, one of the main causes which led 
to deforestation was the diversion of forest land 
to non-forestry purposes. We are informed by the 
Government of India that contrary to the National 
Forest Policy, during the period of 30 years betw~en 
1951-1980, i.e., before the For_est (Conservation 
Act 1980 came into force, approx1mately 4 ·5 mtlhon 
Hec'tares of the forest land were officially diverted 
for non-forest purposes. The average annual rate 
of such diversion works out to 1.5 lakh hectares. 
Extensive deforestation and degradation of vegeta
tion caused an alarming destabilisation of the hydro
logical cycle resulting in rapid run-offs in t_he 
form of flood waters. It also led to progressive 
shrinkage of the habitat of wild animals and b!rds 
and erosion of genetic diversity in the recogmscd 
ecological sub-divisions of the country. E1ghty-one 
species of mammalian fauna. an? some spec1es of 
birds were on the verge of extmctwn. The ~elf are. of 
tribals who are ecologically and econom1cally Ill

separable from th! f.>rest was also put in jeopa~dy. 
The adverse effects and implications of deforestation, 
extended far beyond the territorial boundaries of the 
States. The problems and misch_ief resulting f~om 
deforestation had assumed natwnal d1mens10n. 
There was thus ample justification for transferring 
"Forests" to the Concurrent List to enable Parlia
ment to pass the Forest (Conservation) Act, 1980. 



The primary object of this Act is to check indiscri
minate diversion of forest land for non-forestry pur
poses. The Union-State problems or difficulties in 
the administration of this Act, have been dealt with 
in the Chapter on "'Forests". 

2.17.08 Entry 25, List III-''Education, including 
technical education, medical education and univer
sities, subject to the provisions of Entries 63, 64, 
65 and 66 of List I; vocational and technical training 
of labour". 

'Education' is an important legislative head. To 
appreciate its allocation in the scheme of distribution 
of powers between the Union and the States, it will 
be useful to have a glimpse of the history of Govern
ment policy on education o~er a period of 130 years 
preceding the Constitution. This history is inter
spersed by periods of extreme decentralisation and 
extreme ce"ntralisation. Prior to the Charter Act 
of 1833, each of the three Presidencies of British India 
formulated its own education policy. From 1833 to 
1870 was a period of extreme centralisation. There
after, gradual decentralisation continued up to 1918. 
In 1897, the Indian Education Service was establish
ed. Members of this service manned all crucial posts 

_ in Provincial Education Departments. Through this 
service, the Centre exercised limited control over the 
Provincial education policy. With the introduction 
of dyarchy by the Government of India Act, 1919, 
'education' was made a 'transferred' subject and 
Central control over education became minimal. 
This position continued till the adoption of the 
Constitution in 1950. 

2.17.09 The Constitution, as originally adopted, 
tried to strike a balance between these two extremes. 
It allocated "Education including universities, subject 
to the provisions of Entries 63, 64, 65 and 66 of List 
I and entry 25 of List III" to the States as item II of 
List II. "Vocational and technical training of labour" 
and "Legal, medical and other professions" were 
included as items 25 and 26, respectively, in the 
Concurrent List. The authority for coordination and 
determination of standards in institutions for higher 
education or research and scientific and technical 
institutions was assigned exclusively to the Union 
(Entry 66 of List ij. The Union was also enabled 
to assume exclusive power with respect to "institutions 
for scientific or technical education financed by the 
Government of India wholly or in part, and de
clared by Parliament by law to be institutions of 
national importance" (Entry 64 of List I). The Union 
is competent to set up and run its own agencies and 
institutions, inter alia, for professional, vocational 
or technical training or promotion of special studies 
of research (Entry 65, List 1). 

2.17.10 It is noteworthy that the subject 'educa
tion' though originally allotted by the Constitution 
to the exclusive State field, was subject to Entry 25, 
of List III and Entries 63 to 66 of List I. The distri
bution of power with respect to 'education', between 
the Union and the States in this interlinked manner~ 
was prone to conflicts and difficulties. So long as the 
same political party was in power at the Union and in 
the States, these difficulties did not come to the fore, 
and education, for all practical purposes, was being 
administered as a subject of "de facto concurrency". 
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The Union and the States were co-operating and 
collaborating in most educational programmes and 
were benefitting from the large Union grants made 
for educational development. However, after 1967, 
conflicts and controversies started manifesting them
selves. For example, the Government of India advised 
that in the interest of national integration, no State 
should put restrictions on admission to medical and 
engineering colleges on the ground of domicile. Despite 
persistent persuasion by the Union, the States did 
not agree to the suggestion. It was fdt that the powers 
conferred on the Union in the matter of education 
were not adequate enough to resolve such difficulties 
effectively. A debate was going on in educational 
and political circles for more than a decade preceding 
the Forty-Second Amendment as to \\hether the 
subject of education should not be transferred from 
the State List to the Union List or the Concurrent 
List. The Sapru Committee•• suggested in its report 
(1964) that 'education be transferred from the State 
List to the Concurrent List, while retaining Entry 66 
in the Union List as it was. It was only the Forty
Second Amendment (1976) that could give concrete 
shape to this recommendation . 

2.17.11 It was against this background that the 
Forty-Second Amendment transferred and combined 
item II of List II with item 25 of List III. The sug
gestion of the State Governments is that "education" 
should be transferred back to tht(. State List. 

2.17.12 Though the Statement of Objects and 
Reasons appended to the Constitution (Forty-Second 
Amendment) Bill is silent on the point, it is not 
difficult to diseem the reasons and objects for the 
transposition of Entry 25 effected by this Amendment. 
Education is a subject of prime importance to the 
country's rapid progress towards achieving desired 
socio-economic goals. This apart, there were other 
objectives to be achieved. One was to enable Parlia
ment to secure a measure of uniformity in standards 
and syllabi of education which is essential inter alia, 
for promotion of national integration. An incidental 
purpose to be served by this Amendment, was to 
obviate problems arising out of Union legislation 
encroaching upon the States' sphere. The chances of 
such conflict have been rendered remote, as a result 
of this Amendment. No part of the subject of 'edu
cation' now belongs to the exclusive sphere of State 
legislative power. The Amendment was designed 
to give the Union adequate power to enable it to 
minimise the great disparities in the levels of education
al development and standards of education as between 
States. It was also intended to reinforce the capacity 
of the Union to play its role more effectively, to 
stimulate and assist the States in their efforts for 
achieving the goal of universal primary education 
fixed by the Constitutional Directive. 

2.17.13 In our view, it will not be advisable to 
revert to the pre-Amendment position by transferring 
this subject back to the State List. However, education 
continuous to be a very sensitive issue. In formulating 
a national education policy, or in its review the Union 
should not take a rigid stand on its paramount author
ity, but ensure that such a policy is framed through 

(~0) Commuteeset up by Parliament in thr wake of the Jt~d
llement of the Suoreme C'HJrt in Gujarat University Ys. S/wi 
Krishna (1963) (I) Supp. SCR 112. 



a process of dialogue, discussion and persuasion 
on the basis of consensus between the Union and 
the States. 

2.17.14 For effective and smooth working of 
Union·State Relations in matters relating to higher 
education, close consultation and co-operation 
between Governments at both the levels is a must. 
This is so because 'co-ordination' in its intrinsic sense 
necessarily implies "harmonising or bringing into 
proper relation in which all the things co-ordinated 
participate in a common pattern of action". 
(Gujarat University case, AIR 1963 S.C. 703, para 
25). Further, though the powers of the Union and 
the State Legislatures with respect to universities 
and institutions for higher education and research 
are referable to separate Lists of the Seventh Schedule, 
yet there is a degree of inevitable overlap between 
Entry 66 of List I and Entry 25, List III, The 
existance of such overlap was noticed in Gujarat 
University case, though the general head of education 
was then in the State List. 

2.17.15 Even though 'education' was transposed 
to and included in Entry 25 of the Concurrent List 
by the Forty-second Amendment with effect from 
3-1-1977 there has been no follow-up legislation 
by the Union under this head. For all practical 
purposes, thereforre, the situation continues to be 
what it was before the Forty-Second Amendment. 
The Regulation of (University) Standards Bill, 
1951 contained two provisions : One relating to the 
establishment of universities and the other conferring 
power on the Union to derecognise any degree granted 
by a university. These provisions were .subsequently 
deleated possibly because, at that time, general 
head of 'education' was in the exclusive State List. 
The deletion of these provisions, in consequence, 
debilitated the capacity of the Union and the U.G.C. 
for co-ordination and determination of [standards 
in institutions for higher education. 

2.17.16 Recently, in Osmania University Teachers 
Association Vs. State of Andhra Pradesh (Civil Appeal 
1205-06 of 1987 decided on !3-8-1987), the Supreme 
Court has struck down the Andhra Pradesh Com
missionerate of Higher Education Act, I 986, as 
ultra vires the State Legislature, on the ground that 
this Act in substance attempted to co-ordinate and 
determi~e standards' of higher education in the 
universities located in that State, which subject is 
by virtue of Entry 66, List I and the Univer.sity Grants 
Commission Act, I 956 within the exclusive comp:
tence of the Union and its agency (U.G.C.). Th1s 
Judgement of the Supreme Court ~as brought abc;>ut 
a situation of stalemate or vacuum m matters relatmg 
to higher education in the univers_ities. ~he Court 
itself pertinently observed that wh1le the Impugned 
Andhra Pradesh Act had .disappeared a.s a. result 
of its judgement, the nee~ ~or such a legislation for 
co-ordinating and streamlmm.g the . standards of 
higher education in t~e ~~~10nal mterest h~s not 
"vanished into the thm a1r . It drew attentiOn to 
the disparities, defects ~nd defici.e~cie~ in the ~tan
dards of higher educatiOn obtammg m .the umver
sities situated in Andhra Pradesh and also m the other 
States. It underscored the imperative ne~d for t~e 
U.G.C. to play a greater and more .effective role ~n 
ensuring high standards of academiC excellena: m 
the various universities in India. These observations 
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of the high authority have incidentally highlighted 
that the U.G.C. has been unable to carry out effectively 
the duty of co-ordinating and determining standards 
in the universities and other institutions for higher 
education. Without an exhaustive survey of the 
working of the U.G.C. and the performance of the 
various universities in maintaining standards of 
academic excellence, it is not possible for us to pin
point precisely, whether the failure of the U.G.C. 
to discharge its duties effectively, is due to any defi
ciency in its statutory powers, composition or/and 
modus operandi. Nevertheless, it is necessary to 
emphasise that, among others, there are two basic 
pre-requisites of smooth and successful working 
of the U.G.C. and other like professional bodies 
(such as I.C.A.R.), charged with the duty of co
ordinating and determining standards in institutions 
for higher education or research. Firstly, their 
composition, functioning and mode or· operation 
should be so professional and objective that their 
opinion, advice or directive commands implicit con
fidence of the States and the universities/institutions 
concerned. Secondly, this objective cannot be achieved 
without close concert, collaboration and co-operation 
between the Union and the States. 

2.17.17 Some such relationship is envisaged in 
a presentation of National Policy on Education, 
1986 formulated by the Government of India. Its 
para 2 ·19 declares : "The amendment of the Cons
titution to include Education in the Concurrent List 
was a far-reaching step whose implications ... sub
stantive, financial and administrative . . . require a 
new sharing of responsibility between the Union 
Government and the States in respect of this vital 
areas of national life. While the States would administer 
the subject in the normal course, the Union Govern
ment would accept responsibility to e~sure the nation~! 
and integrative character of educat10~, to . mamtrun 
comparable quality and standards, mcludmg tho~e 
of the teaching profession at all levels . . . . and m 
general to promote excellence at all levels of the 
educational pyramid throughout the country. The 
concept of concurrency signifies . a l?artnership .... ". 
This is as it ought to be. Education IS so close to the 
needs and concerns of the people that active involve
ment of the States is vital, indeed indispensable. 
That being so, th: best and the. mos~ feasible way 
of working the Unwn-State relations m the sphere 
of education would be that norms and standards 
of perforrna~ce are determined by the l!'nion and 
its agencies like the U.G.C. set up fc;>r this purp?se 
under Central statutes, but the actual ImplementatiOn 
is left to the States. By the same token,. a system of 
monitoring would have to be estabhshed by the 
Union. 

2.17.18 Entry 33-A, List ID.-"Weight.~ and 
measures except establishment of standards . 

Originally, the subject-matter of this Entry w_as 
item 29 of the State List. It was transposed to L1st 
III by the Forty-Second Amendment. . No o!ficml 
statement of objects and reasons for t~1s particular 
change accompanied the Amendment BJII. However, 
it is obvious that fixation of weights and measures 
directly affects inter-State trad~ and. com.merce. 
The obvious object of transferrmg th~s subject to 
the Concurrent List is to enable the Umon to ensure 



"'ith respect to this matter a measure of uniformity 
of policy and co-ordination of action between the 
l'nion and the States. At the same time, power of 
the State legislatures to make a law in respect to 
this matter, subject to the rule in Article 254A, has 
.also been preserved. 

2.17.19 No practical !<-'ifficulty or disadvantage 
experienced by the State Government, arising from 
the operation of Entry 33A, has been brought to 
our notice. We do not find sufficient reason for 
recommending restoration of this Entry to list II. 

Sub-Group (b) 

2.18.01 This sub-group comprises Entry 42-
"Acquisition and requisitioning of property". In 
paras 2·10·37 to 2·10·41, we have already dealt 
"'ith the suggestion that this Entry should be deleted 
and that Entries 33 and 36 in List I and list II res
pectively, which were deleted in 1956, should be 
restored. We have explained there why we cannot 
support the proposal. 

Sub Group (c) 

2.19.01 The Entries which are 
in this Sub-group are : 

Entry 28, List m.-"Charities 
institutions, charitable 
endoments and religious 

being dealt with 

and charitable 
and religious 

institutions." 

Entry 30, List m.-"Vital statistics including 
registration of births and deaths." 

Entry 31, List m.-"Ports other than those 
declared by or under law made by Parlia
ment or existing law to be major ports." 

The argument of one State Government for transfer 
of Entries 28 and 31 to List II is that under the 
Government of India, Act, 1935, these subjects were 
included in the Provincial List. Regarding Entry 
30, it is pointed out that prior to the Constitution, 
this matter was the subject of local laws or Acts. 
It is suggested that the pre-Constitution position 
should be restored. Another State Government 
has stated that, keeping in view the great religious, 
cultural, social and institutional diversity in the 
country, and the very large and growing number of 
charities and charitable institutions, charitable and 
religious endowments and religions institutions, 
it is proper that these institutions should be subject 
to the jurisdiction of the State in regard to their 
operations in that State. They have pointed out 
that since such institutions sometimes also acquire 
a covert, if not an overt, political role, there can 
arise serious inter-State complications, if institutions 
controlled and managed in one State operate in other 
States without the latter having any jurisdiction in 
respectf of their operations there. 

2.19.02 The subject-matter of these Entries are 
not purely of State or local concarn. They have 
important aspects of nation-wide interest. 

2.19.03 Charitable and religious institutions 
mentioned in Entry 28 have their importance for 
all beneficiaries wherever they may be residing. 
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More<:,ver, properties of institutions or endowments 
may be situated in more than one State. Likewise, 
their activities may extend beyond the boundaries 
of one State. As regards possible inter-State compli
cations arising out of institutions, controlled and 
managed in one State and operating in another 
State, it is clear that these can best be avoided by 
having uniformity in regard to essential principles 
of the law throughout the country, and this is possible 
only if the Entry remains in the Concurrent list. 
Indeed, a shift to the State list may only add [to 
avoidable complications. 

2.19.04 Collection and determination of full 
and accurate statistics mentioned in Entry 30, 
List III, particularly about births and deaths, is 
not a matter of exclusive State concern. It has impli
cations and significance for the nation as a whole. 
Growth or decline of population is States have an 
all-India impact on socio-economic problems. Uni
formity in the main principles of law or policy 
governing the subject-matter of this Entry is. 
therefore, essential in the national interest. 

2.19.05 The subject-matter of Enhy 31 has an 
interface with List I and linkage with foreign trade 
which is patently of natic.nal interest. 

2.19.06 Reversicn to the pre-Ccnstitutic n pcsi
tion would, in our view, be irrational and contrary to 
the basic principles on which the subjects of legis
lative power have been distributed betwetn the 
Union and the States. We, therefore, do not sub
scribe to the proposition for transfer of Entries 28. 
30 and 31 of list m to list II. 

20. GROUP lll 

2.20.01 Entries 16 and 17 of List III.-Fall in this 
group. The argument i~ that these entries comprise 
matters which are purely local in character and shculd, 
therefore, be transposed to list II. 

2.20.02 Entry 16-List III-'"Lunacy and mental 
deficiency, including plaees for the recepticn or 
treatment of lunatics and mental deficients". 

It is a matter of comm<;n knc wledge that perscns 
suffering from scme types of lunacy or insanity often 
need proknged treatment or stay in mental hospitals 
or asylums. Scme mentally retarded perscns or 
mental deficients are destitutes. Others are not 
fortunate enough to have wealthy parents or close 
relaticns capable of bearing the expenses of their 
pro lc nged treatment or he spitalisa tic n. The Govern
ment or some charitable perscns or instituticns have 
to bear their expenses. The smaller States with 
relatively meagre resources cannot efficiently maintain 
such instituticns. The matter is thus inherently of 
an inter-State character. 

2.20.03 To have this matter in the Cvncurrent 
List is advantageous to the States. The Unicn shares 
the respvnsibility with the States in establishing or 
aiding the establishment or maintenonce of asylums 
from its own funds or by making grants. The asy
lums established or lieensed by the Unic n, cater to 
mental patients or lunatics from a number of States: 
whereas lunatics resident in one State can be ~ent to an 



asylum maintained by another State, only with the 
consent of the latter State. It is in the larger interest 
ot~ the natiolt to retain this subject in the Concurrent 
LISt. 

2.20.04. Entry 17-List 111.-"Prevention of crue
lty to ~n1mals" .. Prima facie, this subject appears 
~o be ma.nly local.n character. On further reflection 
1t c.an be said that it is not bereft of inter-State impli: 
cat10ns, altogether. It may even assume international 
di~ensions. The question of preventing cruelty to 
an1m~ls has now received international recognition. 
For . .nstance, some years back, wild monkeys in 
~nd1a were caught en masse and packed like sardines 
1!'- con~es~d crates !lnd exported to foreign countries 
tor SCientific expenments. Many of them died in 
transit. The rest were subjected to cmel or lethal 
experimentation. In such cases where the cruelty 
i11 committed in transit in the course of inter - State 
or international trade, or, in the importing country, 
the matter assumes not only national but even inter
national dimemions. No specific difficulty arising 
out of the operation of this Entry in the context of 
Union-State relations has been brought to our notice. 
There is, in our view, no valid reason for an amend
ment of the Constitution for this purpose. 

21. GROUP IV 

2.21.01 Entries 8, 10, II, 19, 20A, 22, 23, 24, 35 
38 and 39 of List III arc covered by this group. The 
b;oad argument is that the transposition of these 
E'ltries to the State List would be conducive to greater 
administrative efficiency, because the State Govern
ments are in a better position to appreciate the 
needs in respect of these matters which are adminis
tered and enforced through the machinery of the 
States. A perusal of these Entries would show that 
they are not matters of exclusive State concern. They 
have implications and dimensions which are of an 
inter-State character. Some of them are of nation
wide importance. 

2.21.02 Entry 8--List III.-"Actionable wrongs". 

Actionable wrongs are civil wrongs, contradis
tinguished from criminal wrongs or offences which 
are the subject-matter of Entry 1 of this very List. 
Apart f(om the fact that the matter in certain circums
tances can assume inter-State dimensions, the Ia won 
this subject in main principles, just like the criminal 
law, requires uniformity throughout the country. 
The appropriate place for this subject is, therefore, in 
the Concurrent List. 

2.21.03 Entry HI-List 111.-"Trust and Trustees". 

The p,·operties of a trust may be ~ituated in more 
than one State. Similarly, its activities may cover 
several States. Suffice it to say that some aspects 
of the subject-matter of this Entry are of significance 
for the country as a whole. We cannot, therefore, 
support the proposal for transfer of this Entry to the 
State List. 

2.21.04 Entry 11-Llst 111.-"Administrators
general and official trustees". 

An Aiministrator-General may have concern 
with the pwperties and assets situated in more than 
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one State, belonging to the same deceased person. 
His functions, in such cases, have inter-State or 
national dimensions. This is illustrated by Section 
20 of the Administrators-General Act, 1963. Under 
this Section, the probate or letters of administratic.n 
granted to the Administrator-General of any State 
shall have effect over all the assets of the deceased 
situated anywhere in India (excepting-Jammu & Kash
mir) and shall be conclusive as to the representative 
title against all debton of the deceased and all persons 
holding such assets, throughout the territory of 
India. A provision like that of Section 20, enmring 
uniformity throughout the territory of India on this 
aspect of the subject, would be inherently beyc.nd the 
competence of the State Legislatures. By its very 
nature, the subject-matter of Entry 11, List III is not 
one of exclusive concern of the States. We cannot 
support the suggestion for its transpositic n to the 
State List. 

2.21.05 Entry 19-List 111.-"Drugs and poisons, 
subject to the provisions of Entry 59 of List I which 
respect to opium". 

Control of productkn, trade and use of drugs 
and poisons is an important component of the subject 
of this Entry. This matter is not purely of local or 
State concern. For instance, spurious drugs manu
factured in one State may be despatched and sold 
in another State and there consumed with harmful 
or fatal effects. In such cases, a law of the State 
of despatch, owing to its territorially limited opera
tion, cannot effectively prevent or penalise the mis
chief committed in the State of destination. Only 
a Union law, having operation throughout the terri
tory of India, can effectively deal with such inter
State problems. 

2.21.06 Another closely associated aspect of the 
subject-matter of Entry 19, List III is drug-trafficking 
and drug addiction. This evil has assumed not only 
national but global dimensions. Its network is no 
respector of international frontiers. Dope-trade is 
run like a multi-national concern. The cc.ntrol over 
production, supply and distribution of narcotics and 
the financing of this illicit business is in the hands 
of international syndicates. Drug trafficking induces 
and promotes drug addiction in a big way. Habitual 
use of drugs like heroin, smack, L.S.D. has a deva
s~ting effect on tho mental and physical health of the 
user. Large scale drug addiction may condemn a 
whole generation of people to a vegetative existence, 
and thus undermine the health, defence capability, 
intellectual advancement, economic development and 
progress of a nation. To highlight these dangers 
which the evil of drug-trafficking poses, Colombia 
calls it "drug terrorism". Several courttries have 
launched relentless compaigns against this evil. 
Initiatives have also been taken for a coordinated 
crusade at the internatic.nal level against trafficking 
and useofdangerous drugs. Being the large producer 
of opium in the world, India has always maintained 
a steady "interest" in this area of United Nations 
activity. India was a party to all important inter
national treaties and conventions in the field of drug 
abuse control. 

2.21.07 It may be noted that Entry 19, List III 
has been expressly made subject to Entry 59, List I 
which comprises : "Cultivation, manufacture, and 



sale or export, of opium''. Heroin and smack which 
are two of the dangerous drugs generally peddled 
hy the drug traffickers, are derivatives of opium. 
In sum, the subject-matter of Entry 19, List III, has 
important aspects of national and international 
significance. This matter cannot, therefore, be 
allocated to the exclusive legislative sphere of the 
States. \Ve cannot, or these reasons, support the 
suggestion for transfer of this Entry to List II. 

2.21.08 Entry 20..\, List III-" Population jControl 
and Family Planning." 

Only one State Government has suggested that 
this Entry should be transferred to the State List. 
According to them family planning facilities should 
be an integral part of the health facilities which is a 
State subject and the present dichotomy between the 
two facilities hampers their adequate integration. 

Population control and family planning are {a 
vital part of the national effort at development. 
This Entry was inserted by the Forty-second Amend
ment to the Constitution recognising the importance 
of this matter. It is well known that a significant 
part of the fruits of development is neutralised by the 
high growth in population. With more mouths to 
feed, less savings are available for development. 
Large addition to the population has its impact on 
every aspect of the nation's life. Many of the ills of 
the society can be traced back to large numbers who 
are unable to find a rewarding employment. It is 
necessary to recognise this inter-dependence between 
family planning and other sectors. We are, therefore, 
of the view that Population Control and Family Plan
ning is a matter of national importance and of common 
concern of the Union and the States. 

2.21.09 Entry 22, List ill-''Trade unions; industrial 
and labour disputes". 

Entry 23, List ill-"Social security and social 
insurance; employment and unemployment". 

Entry 2~. List III-"Welfare of laoour including 
conditions of work, provident funds, employers, 
liability, workmen's compensation, invalidity and old 
age pensions and maternity benefits". 

These three Entries -relate to subjects of social 
welfare. They have nexus with the Directive Princi
ples of State Policy contained in Articles 38, 39, 42 
and 43. These Directives are addressed to the Union 
and the States, jointly. These are matters of common 
Union-State interest having important aspects of 
nation-wide significance. It is, therefore, not correct 
to say that the transposition of these items to List, 
II would be conducive to better and effective adminis
tration of these subjects. Rather, it may lead to a 
contrary result. State laws on these subjects would 
be unable to deal with their inter-State aspects or 
implications. 

2.21.10 E~try 35, List ill-"Mechanically pro
pelled vehicles including the principles on which taxes 
on such vehicles are to be levied". 

The suggestion of a State Government is that while 
taxes on mechanically propelled vehicles are a State 
subject under Entry 57 of List II, the jurisdiction 
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for determining principles of such taxes should also 
be under State's jurisdiction, instead of keeping it in 
the Concurrent List. Entry 57 of List II (relating 
to taxes on vehicles, whether mechanically propelled 
or not, suitable for use on roads including tramcars) 
is expressly subject to Entry 35 of List Ill. This is 
to say, if there is an existing law or a law made by 
Parliament, laying down under Entry 35 of List Ill, 
the principles on which the tax on mechanically 
propelled vehicles should be levied, the law made by 
a State Legislature under Entry 57, List II must con
form to those principles. If the law made by 
Parliament does not indicate the principles rda
ting to taxation on mechanically propelled vehicles, 
the power of the State Legislatures to tax such 
vehicles would remain unfettered. 

2.21.11 The main object of including the subject
matter of Entry 35 in the Concurrent List is to enable 
Parliament to regulate the exercise of the taxation 
power of the States with respect to mechanically 
propelled vehicles. If a law laying down such princi
ples is made by Parliament under this Entry, any 
State law imposing tax under Entry 57 of List II on 
principles repugnant to those laid down by Parliament. 
shall be rendered invalid to the extent of repugnancy. 
by Article 254(1). 

2.21.12 To give an example, the Union Government 
has been able to obtain the agreement of all State 
Governments to the charging of the same composite 
fee in lieu of the tax payable by the holder of a 
national permit for plying motor-vehicles. In pur
suance of this agreement, the individual State Go
vernments have to prescribe the agreed rate by suitably 
amending their respective Motor Vehicular Taxa· 
tion Acts. In this case, a law of Parliament under 
Entry 35 of the Concurrent List has not been found 
necessary. Nevertheless, the Entry underlines the 
need for initiative by the Union in the matter of en
suring uniformity in principles of taxation and related 
policies in the various States so as to facilitate smooth 
inter-State and inter-regional freight traffic by road. 
VII e are, therefore, of the view that the Entry in question 
should continue in the Concurrent List without any 
change. 

2.21.13 Entry 39, List ill-"Newspapers, books 
and printing presses." This Entry does not relate 
purely to a local matter of exclusive State concern. 
Its dimensions and implications extend beyond the 
boundaries of individual States. Some periodicals, 
magazines and newspapers have circulation throughout 
or over a large part of India. The rationale of put
ting this subject-matter in the Concurrent List is 
obvious. We are unable to support the demand for 
transposition of this Entry to the State List. 

2.21.14 Entry 38, List ill-"Electricity". 

One State Government has complained that taking 
advantage of the entire field of electricity being at 
present a Concurrent subject, the Union Government 
is steadily taking over this sector. It is argued : 
"The States are greatly hampered in electricity develop
ment as all their projects, including even small pro
jects, ne~d Centre·~ approval. This often takes years 
and serrously delays development. This is an im
portant contributory factor to varying degree of 
chronic power deficit suffered by most States." On 



-these premises it suggests that the subject be divided 
into two parts. While electricity generation and 
high. volt~~~ transmission _(110 Kv. and above) by 
pubhc utilities may remam a Concurrent subject, 

~ low voltage transmission (below 110 Kv.) distribution 
and rural electrification and captive power plants 
may be made an exclusive State subject. Finance 
of electricity development may be a Concurrent subject. 
To give effect to these suggestions, it is urged that a new 
Entry 25A be added to the State List and Entry 38 
of the Concurrent List be appropriately modified. 

There is need for ensuring uniform standards all 
over the country in regard to production, supply 
and distribution of electricity, irrespective of voltage 
levels. We are in agreement with the view that 
the States should have adequate powers for sanction
ing of various schemes for generation and transmission. 
We have considered this aspect in detail in the Chapter 
on "Economic and Social Planning" and have 
recommended periodic review of the norms for 
approval of schemes by the Union Government, 
Central Electricity Authority and the Planning 
Commission. 

22. GROUP V 

2.22.0 I Miscellaneous-Suggestions relating to En
tries 5, 26, 33, 34, 36, 37, 40, 27 and 45 of List III 
are dealt with in this group. 

_ 2.22.02 Entry 5, List lli-"Marriage and divorce; 
mfants and minors; adoption, wills, intestacy and 
succession; joint family and partition; all matters 
in respect of which parties in judicial proceedings 
were immediately before the commencement of this 
Constitution subject to their personal law." 

It is suggested by two State Governments that this 
Entry may be transferred in its entirety to the State 
List. One of them has observed that the subject
matter concerning the Entry has a positive impact 
on the personal law of the subjects of the State which 
undoubtedly ,varies from: State to State. 

2.22.03 Before the adoption of the Constitution, 
most of the personal law of the Hindus, who consti
tute the bulk of the population of India, in matters of 
marriage, divorce, adoption, succession, joint family 
and partition etc. was uncodified. There were several 
schools of the Hindu Jaw which varied from region 
to region. Local customs could also outweigh and 
modify the text of the Hindu Law. There was thus 
a bewildering uncertainty and diversity. The main 
object of including the subject-matters of this Entry 
in the Concurrent List obviously is to enable Parlia
ment to remove this disconcerting unpredictability 
in personal Jaw and secure a measure of uniformity 
on its macro-aspects throughout the country. Several 
steps have already been taken by Parliament in this 
direction. Acts relating to several aspects of the 
Hindu Law, such as succession, marriage, divorce, 
have been enacted by Parliament. Thus a significant 
advance has been made towards the goal set out in 
Article 44. This Article directs : "The State shall 
endeavour to secure for the citizens a uniform civil 
code throughout the territory of India". Transfer 
of the matters comprised in Entry 5 to the State List 
would halt further progress towards the goal. It 
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might even reverse it. In any case, the macro-aspects 
of these matters are of nation-wide significance. They 
cannot be assigned to the exclusive State sphere. Their 
appropriate allocation could only be to the sphere 
of Concurrent jurisdiction of the Union and State 
Legislatures. The proposal for transfer of these 
matters to the State List is not sound. It is not pos
sible to support it. 

2.22.04 Entry 26, List III-"Legal, medical and 
other professions." 

A bald demand, unsupported by reasons, has 
been made for transfer of this Entry to the State List. 

2.22.05 Article 19(g) guarantees the fundamental 
right of the citizens of India to practise any profession, 
or to carry on any occupation. Clause (e) of the 
same Article protects the right of the citizens to reside 
and settle in any part of the territory of India. The 
field of practice available to a member of the legal or 
medical profession is not restricted to the territorial 
limits of the State wherein he for the time being re
sides. The activities of persons practising these 
professions may extend throughout the country. 
Considered from this stand-point, the subject matters 
of this Entry is not of exclusive concern of the States. 
Hence, it has been rightly included in the Concurrent 
List. 

(2.22.06 Entry 33, List lll-"Trade and commerce 
in, and the production, supply and distribution of,-

(a) the products of any industry where the control 
of such industry by the Union is declared by 
Parliament by law to be expedient in the public 
interest, and imported goods of the same kind 
as such products; 

(b) foodstuffs, including edible oilseeds and oils; 
(c) cattle fodder, including oilcakes and other 

concentrates; 
(d) raw cotton, whether ginned or unginned and 

cotton seed; and 
(e)' raw jute." 

This Entry is linked with Entries 26 and 27, List 
II, which are as follows : 

"26. Trade and Commerce within the State 
subject to the provisions of Entry 33 of List III." 

"27. Production, supply and distribution of 
goods subject to the provisions of Entry 33 of List 
III." 

2.22.07 The suggestion of one State Government is 
that the words "subject to the provisions of Entry 33 
of List III" may be omitted from both Entries 26 and 
27, the remainder of Entry 26 and Entry 27 may be 
combined with the transferred Entry 33 of List III, 
after omitting from clause (a) of the latter the words 
"where the control of such industry by the Union 
is declared by Parliament by law to be expedient in 
the public interest". The recast Entries 26 and 27 
of List II would read thus : 

"26. Trade.- and .. Commerce':f within the 1 State 
including trade and''commerce in-

(a) the products of any industry and imported 
goods of the same kind as such products; 



(b) foodstuffs, including edible oilseeds and oils ; 

(c) cattle fodder, including oil-cakes and other 
concentrates; 

(d) raw cotton, whether ginned or unginned and 
cotton seed; and 

(e) raw jute.'' 

"27. Production. supply and distribution of 
goods including the production, supply and dis
tribution of-

( a) the products of any industry and imported 
goods of the same kind as such products; 

(b) foodstuffs. including edible oilseeds and oils; 

(c) cattle fodder, including oilcakes and other 
concentrates: 

(d) raw cotton, whether ginned or unginned, and 
cotton seed: and 

(e) raw jute." 

Another State Government has stated that there 
is no reason why trade and commerce within a 
State may not be in the exclusive jurisdiction of that 
State. They are of the view that the only reasonable 
exception to this might be the inputs of Defence and 
War industries within the purview of Entry 7 of List 
I and therefore trade and commerce in these inputs 
may be put in the Concurrent List to ensure unin
terrupted flow to production units. Modifications 
to Entries 26 and 27 of List II have been accordingly 
suggested, but deletion of Entry 33 of List III in its 

r entirety has been proposed. 

2.22.03 The origin:tl Entry 33 of List Iff did n.lt 
contain clauses (b), (c). (d) and (e). Th! last limb 
of clause (a) viz .. "and imp:>rted g.:>ods of the same 
kind as such p:oducts" was also not there. This 
limb and clau~es (b) to (e) were inserted by the 
Constitution (Third Amendment) Act. 1954. 

2.22.09 A p.:rusal of Entry 33 would show that 
the matters comprised in it are not of exclusive 
cvncern either of the State or of the Union. Some 
asp~ts of the>e mltters are primarily of State cvn
cern, while others are of cJmmon Union-State con
cern. There can be no sharp distinction or division 
between the.>e aspects. A certain amount of flexi
bility in the distribution of these matters between 
the Union and the States is n'Jt only unavoidable 
but desirable. That is why some asp0cts of these 
matters, sup;nsed to be of dominant State interest 
were included in Entrie3 26 aud 27 of List II and 
were made subject to Entry 33 of List JII c.lntaining 
other aspects of the same matters considered to be 
of Union-State cvmmon interest. 

2.22.10 Clause (l) of Entry 33 has an inter-face 
with Entry 52 of List I. We have discussed the prob
lem> relating to ind•Jstries, in the c.:>ntext of Union
State relations, in detail in a SePJ.rate Chapter.n 
We hwe cJncluded that, in our view, no change or 
am~~dment of the language of Entry 52 of List I 
or E'ltry 24 of Lht II is caHed for. It would follow 

(JJ) Ch-;:;ter X!I 
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that the Union cannot divest itself of the p.:>wer to 
regulate trade and commerce in, and the production. 
supply and distribution of, products of any industry 
which has c.:>me under its control by virtue of a law 
of Parliament. It is not, therefore. possible to sup
p.)l"t the suggestion that this power should be entirely 
with the States. We are of the view that clause (a) 
of Entry 33 of List JJ[ should continue in its present 
form in that List. 

2.22.11 We have also discussed the problems bear
ing on Union-State relations regarding trade and 
commerce in and, production, supply and distribu
tion of, essential commodities of the kind mentioned 
in clauses (b), (c), (d) and (e) of this Entry in the 
Chapter on "Food and Civil Supplies""· It is 
sufficient to reiterate here that the Union should 
continue to play an overall supervisory and regu
latory role in the production, supply and distribution 
of the>e commodities. Supply and distribution of 
these e;sential commodities is a problem that has 
assumed national dimensions. The retention of these 
matters in List III is fuHy justified in the larger in
terest of th~; country. 

2.22.12 One of the State Governments (presu
mably in the alternative) has raised certain issues 
relating to the functional aspect of these matters. 
It has urged that "the State Government or its agen
cies should be permitted to purchase levy paddy 
and rice from the surplus States without interference 
by the Centre", and "the Reserve Bank of India 
should charge concessional rate of interest in this 
regard". It has also urged that "in the interest of 
effective control over the roller flour mills and en
suring p:oper production and distribution of maida 
and sooji to consumers, it is but necessary that the 
licensing p.:>wersof roller flour mills are again vested 
with the State Governments, subject to general 
guide lines from the Government of India." It 
further goes on to suggest that "if the P.:>Wer to grant 
~xemption from ceiling on stocks of pulses, in cases 
where the genuineness is satisfied, is Ve>ted with the 
State GJvernmmts without referen~ to the Govern
ment of India, it will do a lot of good to dealers 
besides making pulses available in plenty to the con
sumers at reasonable price". It wants that the p;,wer 
of appointing new wholesale dealers in kerosene 
should be with the Stale administration. These issues, 
mainly of an administrative nature. have been dealt 
with in the Chapter on "Foo:l and Civil Supplies.•• 

2.22.13 Entry 34, List 111-"Price control". 

There was no item corresponding to this Entry 
in the Legislative Lists of the Government of India 
Act, 1935. Entry 29of List H in the Seventh Schedule 
to that Act, referred, inlet alia, to distribution of 
goods. It was held by the Calcutta High Court 
that fixation of price was involved in regulating the 
distiibution of articles under this Entry 29. 

2.22.14 To clarify the position, the Constitution 
has made 'price control' a specific item in the Con
current List. However, the fact remains that 'price 
control' is closely connqcttd with the regulation of 
"trade and commerce in, and the production, supply 

(42) Ch,ptcr XVI 
(43) Chapter XVI 



and distribution" of certain industrial and agricul
tural products mentioned in Entry 33, List III. The 
reasons given by us for not favouring the sug!!estion 
for change and transfer of a good portion of Entry 33, 
List III and List H. apply equally to demand for trans
position of this item to List II. No reason for the 
proposed transfer of this Entry to List II has been 
given. It is a well-known fact that, whenever 
the country or a part thereof suffers from scarcity 
of essential commodities or pr0ducts, countrv-wide 
unethical trade practices and black-marketing 
make their ugly appearance in a menacin!! form 
cutting acr0ss State b0undaries. Overall price 
control is essential Mt 0nly to curb such evil practices 
but also to ensure lnter-State distribution of scarce 
goods and essential foodstuffs on an equitable basis 
to the people of all the States. This function can be 
best PerfMmed through concerted coordinated 
action of the Union and the States. This is the ra
tionale of inclurling 'price control' in List III. 
We find no justific~tion for suggesting its transfer 
to List II. 

2.22.15 The State Government has, however rai
sed certain issues relating to the functional aspect of 
Entry 34 of List III. It has contended that "in the 
matter of fixation of procurement price. the pre
vious apprc>val of Central Government is not neces
sary" It has further pointed out that "several 
schemes in the course of education, obliteration of 
illiteracy, Nutritious Noon-M~al Scheme (feeding 
about 84lakhsofchildern and old age pensioners) have 
been conceived for the first time in the country 
by the Hon'ble Chief Minister". In this'connection, it 
has suggested introduction of a "subsidised control 
of prices for essential commodities for continuan 
of such welfare schemes such as the Nutritious 
"Noon-Meal Scheme" These problems relating to the 
administrative aspects of 'price control' have beef' 
dea It with in the Chapter of "Food and Civil Sup 
plies""· 

~ 

2.22.16 Entry 36, List IIJ.-"Factories". 

Entry 37, List III-"Bo ilers". 

A State Government has suggested that these 
two Entries should be transferred to List If as they 
have an impact on the development activities of a 
State including setting up of industries etc. Another 
State Government has .~roposed that in line _with 
their suggestion for linuttng the scop~ of Entnes 7 
and 52, List I, the two E11tries 36 and 37 of List ~II 
may be shifted to List II. A glance at the Factones 
Act would show that it makes provis~ons for ~he 
safety, health and wehare of workers .'n factones. 
It prohibits employment of young ch1Idren below 
14 years in any factory. It prohibits employment of 
women in factories except between 6 AM and 7 
PM. The Boilers Act defines "~oiler" a~ any "~lose_d 
vessel exceeding five gall_ons 1n capac1ty wh1ch !~ 
used expressly for generattng steam under pressure . 
Sometimes owing to defe.ct~ of ma?ufact~re or w~ong 
handling, boilers used !D factones ~r 1n e!l~,n~s. 
leak or burst or otherwise cause ac.cJdental JDJUnes 
to workers or their users. The Bo1lers Act secures 
.miformity throughout India in all technical matters . 

(44) Ch"Pier XVI. 
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connected with boilers with a view to preventing 
accidents. Non-compliance with the requirements of 
this Act have been mace criminal offences carrying 
penalties. The root-cause of an unsafe boiler 
¥iz., manufacture may be located in one State and the 
mischief or harm due to it rna y take place in another 
State. It is thus clear that the object <'f putting En
tries 36 and 37 in the Concurrent List is to enable 
Parliamtnt to secure by law a measure of uniformity 
in these matters throughout the country. There is 
no case for transfer of these Entries to the State 
List. 

2.22.17 Entry 40, List ill-" Archaeo !0 gica I sites 
and remains other than those declared by or under 
law made by Parliament to be of national importance." 
In paras 2.10.69 to 2.10.76 we have already dealt 
with the suggestion that this Entry, along with Entry 
67 in List I, should be transferred to List II. We have 
explained there why we cannot support the pro
posal. 

2.22.18 Entry 27, List III-"Relief and rehabilita
tion of persons displaced from their original place 
of residence by reason of the setting up of the Domi· 
nions of India and Pakistan". 

A State Government has recommended that the 
expression "by reason of setting up of the Domi
nions of India and Pakistan" may be omitted. How• 
ever, it has not given any reasons for so deleting the 
same. Another State Government, while urging the 
deletion of these words, has suggested that the Entry 
may be modified as under : 

"Relief and rehabilitation of persons displaced 
from their original place of residence in foreign 
countries and territories or in other States and 
Union Territories." 

This Entry is a specific provision intended to cover 
a situation created by partition of the country at the 
time of Independence. The Constituti0n expressly 
recognises the need for providing relief to. and 
rehabitating persons displaced from Pak1stan, 
even though they could not technically be called at 
that point of time, citizens of the country. We have 
carefully considered the suggestion of the State Go
vernment. If the expression "by reason of setting up 
of the Dominions of India and Pakistan" is omitted, 
then the scope of the Entry becomes wide open a~d 
could cover all aliens coming to India at any pl'mt 
of time. This could possibly lead to a !arge inHU:x 
of foreigners into this country with all 1ts undesJ· 
rable consequences. Indeed, serious _pr<'blems ha':e 
already arisen in certain part of. In~1a du~ to Cl'ntJ

. nu0 us influx ofpersons fromouts1de mto th1s country. 
The Citizenship Act (1955) has been rece'!tly amended, 
tightening up the qualifications by wh1ch a person 
can become a citizen of this country. We are of the 
view that the suggested deletion could beer me a 

(source of considerable difficulty and, therefore, can· 
[not be supported. 

As regards the sugg11stion for inse~ting 'p_ersC!ns, 
displaced from other States. a1_1d Unwn Terntl'nes 
in this Entry, "we feel that Jt IS ~nnecessary; Thc;re 
are other provisions, such as Article ~82, wh1ch g1ve 
ample discretionary powers to the Umon as well as 



the States to make grants for any public purpose. 
Entry 4:!, list HI givest power to the Union and the 
Status to acquire prop~rty (inclll'1ing . Land) t'l>r 
any public purp,,se. 

2.22.19 Entry 45, List III-"Inquiries and Stati
stics for the purposes of anylof the mltters sp~ified 
in List If or List HI." 

The first preference of one State Government is 
that this Entry should be omitted from the Concurrent 
List. In the alternativ~. it is suggested that the 
Entry should be 1~ast as follows : 

"Inquiries and statistics for the p<Irp;:~se of any 
of the m'ltters sp~ified in List If or List III but 
not including inquiries in respe~t of the conduct 
of any Minister of a State Government while 
in office or after demitting o ffi.ce." 

Another State Government has argued that there 
is no justification why inquiries and statistics for the 
purposes of any of the matters specified in List II may 
be in the Concurrent List and has suggested that 
Entry 45 of List III may be limited to enquiries and 
statistics for the purposes of any matters specified in 
List m. 

2.2220 In support of its suggestion, the State 
Government has advanced these arguments : 

"This entry has been interpreted by the Courts 
so as to enable Parliament to order a commis
sion of inquiry in respect of matters exclusively 
falling within the State legislative field. In 
fact, the validity of the Commissions of Inquiry 
Act, 1952 (Central Act 60 of 1952) has been 
justified with reference to this entry. The 
power under the Commission of Inquiry Act 
in respect of the conduct of the Ministers of 
a State Government even while in office has 
been resorted to by the Central Government 
purporting to exercise the powers under the 
Commissions oflnquiry Act, 1952. ln a Federal 
set up, it is inconceivable that the Central 
Government should have the power to order a 
Commission of Inquiry in respect of the conduct 
of State's Ministers while in office or in re
spect of the past conduct of the Ministers. 
It is, therefore, necessary that Parliament 
should have no power to order an inquiry in 
respect of the conduct of Ministers of State 
Government. This aspect assumes very great 
importance in the context of different ruling 
parties at the Centre and at the State level. 
Almost in all cases, the Central Government 
~as resorted to order a Commission of Inquiry 
mto the conduct of Ministers of the State 
Government when the State Government is 
headed by a Chief Minister belonging to a party 
different from the ruling party at the Centre." 

2. 22.21 The object souj!ht to be achieved by the 
proposed ch'lnges, is. th<tt "Parliament should have no 
power to order a Commission of Inquirv in respect 
of the conduct of a Minister of a State Government 
while in office or after demitting•office". The Stat~ 
Government has sugeested ·a new Article 246A • declar
ing that Parliament shall not have this power. 

6t 

2.22.22 Parliament passed the Commissions of 
Inquiry Act. 1952. The Act came into force on 
1-10-1952. Section 2 defines the "appropriate Govern
ment" as (i) the "Central Government in relation to 
a Commission appointed by it to make an inquiry 
into any matter relatable to any of the entries enu
merated in List I or List II or List III in the Seventh 
Schedule to the Constitution": and (ii) the "State 
Government in relation to a Commission appointed 
by it to make an inquiry into any matter relatable to 
any of the entries enumerated in List II or List III 
in the Seventh Schedule to the Constitution". Sec
tion 3 empowers the appropriate Government to 
appoint a Commission of Inquiry. It is bound to 
appoint such a Commission if a resolution in this 
behalf is passed by the House of the People or, 
as the case may be, the Legislative Assembly of the 
State. The purpose of appointing a Commission 
under this Section is to make an inquiry into any 
definite matter of public importance. The proviso 
to this Section says that where any such Commission 
has been appointed to inquire into any matter -

(a) by the Central Government, no State Govern
ment shall except with the approval of the 
Central Government, appoint another Com
mission to inquire into the same matter for 
so long as the Commission appointed by the 
Central Government, is functioning; 

(b) by a State Government, the Central Govern
ment shall not appoint another Commission 
to inquire into the same matter for so long 
as the Commission appointed by the State 
Government is functioning, unless the Central 
Government is of opinion that the scope of 
the inquiry should be extended to two or more 
States. 

Sections 4 and 5 enumerate the powers of a Com
mission. 

2.22.23 The vires of Section 3 of this Act was 
challenged before the Supreme Court in State of 
Karnataka v. Union of India in Shri Devrai Urs's case.43 

The Supreme Court, by a majority, held that the 
expression "inquiries" in item 45 of list III covers 
all inquiries for the purpose of any of the matters 
specified in List IT or List Ill. The language used. 
viz., "any of the matters specified" is broad enough 
to cover anything reasonably related to any of the 
enumerated items even if done by holders of Mini
sterial offices in the States. In the alternative, it held 
that even if neither Entry 94 of List I nor Entry 45 
of List TTl would cover inquiries against Ministers 
in the States relating to acts connected with the exer
cise of Ministerial powers, Article 248, read with 
Entry 97 of List T, musf ·necessarily cover an inquiry 
a)!ainst Ministers on matters of public importance 
whether the charges include .. alleged violations of 
criminal law or not. 

2.22.24 The judgement of the Supreme Court in 
the Kamataka case continues to be the subiect of 
serious debate in ]ej!al and political circles. We do 
not want to enter into this controversv. But one 
startling result which might flow from the interpre
tation put by the Court on Entry 45, List ITT, is that, 
if it is~ permissible for the Union Government by 
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virtue of the Commissions of Inquiry Act passed 
under this Entry, to appoint a CommissiOn of Inquiry 
to investigate into charges of misconduct or corrup
tion agamst Ministers of a State relating to any of 
the matters m List 11 or List Ill, on parity of reasoning, 
a State Government also, is competent to set up a 
Comrniss1on for inquiring into charges of corrup
tion against Union Ministers in respect of any matter 
in List U, if not in respect of any matter in List Ill 
also. 

2.22.25 The interpretation of Entry 45, List Ill 
given by the Supreme Court highlights the potentiality 
of this extraordinary power for misuse by the two 
levels of government by initiating mutually recrimi
natory inquiries through the Commissions set up by 
them against each other. However, the mere fact 
that this power is capable of being .misused, is no 
ground tor amending the Consututwn. It will be 
a case for providing appropnate safeguards agamst 
the misuse of this power in the Commissions of In
quiry Act, itself. Such safeguards can be -

(i) that no Commission of Inquiry a~ainst an· 
incumbent or former Mm1ster of a State Go
vernment on charges of abuse of power or 
misconduct shall be appointed by the Union 
Government unless both Houses of Parlia
ment by resolution passed by a majority of 
members present and voting, require the Union 
Government to appoint such a Commission, 

OR 

The Minister or Ministers concerned 
request in writing for the appointment of such 
a Commission; and 

(ii) no Commission of inquiry shall be appointed 
to inquire into the conduct of a Mm1ster (m-
9umbent or former) of a State. ~overnment 
with respect to a matter o~ pubhc Importance 
touching his conduct while m office, unless the 
proposal is first placed before the Inter-Gover~
mental Council (recommended to be establi
shed under Article 263)46 and has been cleared 
by it. 

As regards the suggestion that Entry 45, List Ill 
may be limited to inquiries and stallstJcs for the pur-
oses of List III only, we have noted earher t~at 1t 

fs inevitable that Entries in List II ~ay have an m~er
face with Entries in List I and.l:1st 1.11. T.he oJ;lJec
tive sought to be achieved by. !llJtlatmg mqutnes 
in to matters in List I andjor Ltst III may be frustrated 
· f the matters in List II are also not covered by Entry 
~5 of the Concurrent List. We are, therefo.re, unab~e 
to support the suggestion for the modtficallon of th1s 
Entry. 

2.22.26 For all these reasons, while appreciati_ng 
h prehensions of the State Government. with 

:e eardafo the potentiality of th1s P.ower for m1suse, 
; would decline to support the1r propo~al _for 

w d ent of Entry 45 of List Ill and fo_r 1~sert10n 
~f~~e ~uggested Article 246A in the Conslltu!lon. 

2 22 27 We recommend that appropriate saf~-
gua~ds. on the lines indicated above, be provided m 

IX ''Inter-Governmental Council-Article (46) Ch:~pter on . 
263": Para 9.3.05. · 
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the Commissions of Inquiry Act, 1952 itself, against 
the possible misuse of this power, while appointing 
a Commission to inquire into the conduct of a Minister 
or Ministers of a State Government. 

2.22.28 Our observations with regard to the sug
gestions of the State Government for transfer or 
modification of a large number of Entries in the Con
current List to the State List apply mutatis mutandis 
to the wide-ranging demand of a Regional Party for 
transfer of all but seven entries of the Concunent 
List to the State List. Indeed, these demands, in their 
totality, would substantially truncate the basic scheme 
of distribution of powers between the Union and 
States, and considerably weaken the Constitutional 
capacity of the Union to ensure a uniform, integrated 
policy on basic issues of national concern. 

23. EXTENT· OF A CONCURRENT SUBJECT 
TO BE OCCUPIED BY UNION 

2.23.01 After a careful analysis and examination of 
the Entries in the Concurrent List, we have come to 
the conclusion that good enough case does not exist 
for amending the Constitution to transfer any Entry 
in the Concurrent List to the State List. However, 
we may recall the general complaint of the States 
that the Union has evinced a tendency to occupy 
needlessly . excessive field of the Entri.es in the Con
current List as if it were a second Umon L1st. Such 
comprehensive occupation of the co_ncurrent field, 
it is contended, results, by the operatiOn of the rule 
of repugnancy contained. in Article 254, in excess~ve 
attenuation of the leg1slat1ve power of the States with 
respect to matters in List Ill. 

2.23.02 In examining this issue it would be advanta
geous to begin by recrpitulati!lg that matters in ~he 
Concurrent List are those Vl'hlch are of common m
tercst to both the Union and the States. The need 
for Union legislation may arise for the following 
reasons : 

(I) Need to secure uniformity in regard to the main 
principles of law thrc ughout the country. 

(2) The subject matter of legis~ation may have inter
State, national and even mternat1onal, aspects 
and the 'mischief' emanating in a State may 
have impact beyond its territorial limits. 

(3) It may be important to safeguard a fundamental 
right, secure implementa!lc n of a Constltutonal 
directive or, 

(4) Coordination may be necessary between the 
Union and the States and among the States 
as may be necessary for ce11ain regulatory, pre
ventive or developmental purposes or to secure 
cert?in m; tion<· I objertivc.s. 

2 23 03 There are over 250 Union Statutes (in clue' ing 
Exi~ti~g Central LB:ws relating to the variou~ matters 
in the Concurrent L1st. These cover a very Wide spec
trum. At one and stands the F~rest. (ConservatiOn) 
Act 1980 where in respect of diversion of reserved 
for;st land to other uses there is no dis.cretion wha~
ever left to the States. At the other end IS the Electn
city (Supply) Act, 1959 wherein the States have been 
delegated most of the power.s. !he extent of occupa
tion of the field in the pubhc mterest would depend 



on the requirements in_a particular case and may even 
v;;ry !rom tim;; tv tim;;. lude;;d, needless occupatio! 
of tb.e ri.:JJ by th.: Union, may create avoidabl;; diffi
culties in the acwevement of the objective in view. 
Our stuJy of the Essemial Commodities Act, 19551 

(ECA), an enactment relatabl;; to Entries 33 and 341 

of List Ill, will be found in Cilapter XVI on "Food 
anJ Ci'ii Supplies".ln that Chapter, one would notic~ 
the aJvamag~s and disadvantages of having an exha·, 
ustive Uni<>n code • on a Concurr<:nt List matter.· 
In the case of the ECA, on.e distinct advantage is that 
it empowers the Union Gov;;rnment to monitor the 
proJucuon, av.1.uabitity etc. of essential commodities 
in the d.uferent parts of the country, so that prompt 
action can be taken in the event of a crisis anywhere. 
The ECA also facilila tes the planning, on a national 
basis, of production, supply, distribution etc. of 
foodgr<iins and other essenual commodities. However 
one llldjvr short-coming ts that, in order to be able to 
deal wtth the problems of food and civil supplies in 
their States, the State Governments have to be dele
gated adequate powers by the Union Government 
under the £CA. We have observed therein that there 
is a ca.se tor delegation of enhanced powers to the 
State Governments under the Act and this problem 
reqwres to be reviewed periodically by the Union 
Government in consultation with the State Govern
ments. In dealing with the matters enumerated in 
Eentries 33 and 34 of List Ill, it is of utmost impor
tance that the large divetsity in the local situations is 
taken into account. A higher degree of delegation 
may taKe care of some of the problems arising out of 
the diverstty. One may wonder whether it adinits 
of only one uruform system or plan of regulation, or 
very objectives sought to be achieved would not be 
better St:rved by lt:avmg that part of the legislative 
fidd unoccupted the States where diversity or pe
culiarity of local situation is an overriding considera
tion. 

2.23.04 Before enacting a Union Law in respect of a 
matter in the Concurrent List, it is necessary to stric
tly constder how tmportant, if at all, it is that there 
should be uniforilllty in regard to the main principles 
of the Ia w in respect of that matter and evaluate the 
deficiencies in the existing State laws which can be 
rectified only through a Union Law. Keeping Ill view 
the fact that the legislative powers of the States get 
attentuated to the extent the field of legislation is 
occupted by the Union, it is necessary to confined the 
Uruon Leg~st.1.tion only _to the main aspects in the light 
of tb.e relal!onals outlined in para 2.23.02 ante. 

2.23.05 One general condusion that can be drawn 
is that when there is no compulsion to occupy the 
field of Concurrent jurisdiction, it is necessary not to 
occupy the neld. We, therefore, recommend that or
din<&nly the Union should occupy only that much field 
of a Concurrent subject on which uniformity of 
policy and acuvn ts essential in the larger interest of 
the nation, leaving the rest and the details for State 
action within the broad framework of the policy laid 
down in the Union law. Further, whenever the Union 
Propooes to undertake legislation with respect to a 
matter in the Concurrent List, there should be prior 
consultation not only with the State Governments, 
indtvidually, but also, collectively, with the Inter
Governmental Council which, as we have recommend 
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should be established under Article 263 u, A resume 
lf the views of the State Governments and the com
nents of the Inter-Governmental Council should 
1ccompany the Btll "hen it is introducd in farlia
nent. 

24. PART lll- ARTICLES 247, 249 AND 252 
Article 247 

2.24.01 The power to provide for the administration 
~of a law is necessarily incidental to the po"er to make 
laws relating to the subJect. In consona1.ce with this 

lPrinciple, Article 247 tllipo"~rs l-atllwnent to esta
blish additional courts lor the better adudniotration 
of Union laws relatmg to any matter in Liot I only. 

2.24.02 One State Government has objected that 
~'Article 247 is so wide that 1t enables rarliament to 
establish additional couns for the exerci>e of n01mal 
civil and criminal jurisdiction als" durtng the peace
ful time ... as such observance. ol due process of law is 
also the responsibility of the States, thio provision may 
be omitted", Another State Go\ernm<nt has objec
ted to the establishment of additional courts on the 
grund that these courts are a departure from the 
normal judicial structure envisageo by tht Constitu
tion where the same Courts aommt>t<r o.lllav.s "hether 
made by Parliament or the ::.tate Legi>t<oture. There 
should be no justification for setting up such courts 
in normal non-Emergency times. These objections pos
sibly stem from a misappr,hension ol the scope of 
Article 247, The Article does not enable Parliament 
to establish courts for the administration of Union 
laws with respect to a matter in the Concurrent List. 
Administration of State laws v.hether they relate to 
matters in List II or List ill are outside its purview. 
The Article thus does not in any way derogate from the 
powers assigned to the States by the Constitution. 
We, therefore, find no substance in these objec
tions. 

25. ARTICLE 249 

2.25.01 Article 249 is an exception to Article 246(3). 
Clause (I) of the Article aut11orises Parliament to make 
law on a matter enumerated in the State List, if the 
Council of States (Rajya Sabha) by not less than two
third majority of the members present and voting, 
resolves that 1t is necessary or expedient in the national 
interest so to legislate. Clause (2) provides that such 
a resolution shall remain in force for a period not ex
ceeding one year as may be specified therein. The 
proviso to this clause enables the continuance in force 
of the resolution, if and so often a resolution appro
ving the continuance is passed in the manner prescri
bed by clause (1). The life of the temporary statute 
extends for a period of six months after the resolution 
has ceased to be in force. 

Effect of the Use of Article 249 

2.25.02 When Parliament assumes power under this 
Article, the subject-matter of the Parliament legisla
tion, in a sense, stands temporarily transferred to the 
Concurrent List and the exercise of the power of the 

(47) Chapter on "Inter·OJVernmental Council Article 
263": Para 9.3.05. 



State Legislatures in regard to that matter bacomes 
subject to the rule of inconsistency laid down in 
Article 251. 

Issue Raised 

2.25.03 Four State Governments specifically, and 
one more State Government indirectly, have asked 
for deletion of Article 249. Two of them have sugges
ted, in the alternative, that Articles 249 and 252 
should be so amended that the Union Government 
powers to legislate on item& in the State List do not 
exceed a period of six months each proposed legislation 
must first be approved by the Inter-State Council. 
Political parties supporting these State Governments, 
have also made a similar)demand. One Regional Party 
has also made a similar demand. Some experts and 
public-men who appeared before the Commission, 
have also suggested the deletion of this Article. On 
the other hand, most State Governments and politi
cal parties do not find fault with the provisons of 
Article 249, 

2.25.04 The main argumens advanced for deletion 
of Article 249 are : that it short-circuits the amend
ing process prescribed in Article 368 and enables only 
one House of the Union Legislature to unilaterally 
transfer a subject from the State List to the Concur
rent List. The two-thirds majority of members present 
and voting in the Council of States (Rajya Sabha) 
may not necessarily reflect the consent of the majority 
of the States through their representatives. The initial 
life of the statute, though limited to one year, may be 
prolonged indefinitely through successive resolutions 
of the Rajya Sabha and a better alternative is available 
in Article 252(1). 

2.25.05 We have carefully considered the arguments 
for deletion or amendment of Article 249. These stem 
from fears about the possible misuse of this power. 
These fears have no empirical basis. The evidence 
before us shows that the Article has been availed of 
very sparingly to meet abnormal situations. 
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2.25.06 Article 249 was first invoked in August, 
1950 "for the effective control of black-marketing", 
when, in pursuance of the resolution, dated August 
8 1950 of the "Rajya Sabha", (See Foot Note 56-
u~der paragraph 2.26.17}, Parliament enacted the 
Essential Supplies (Temporary Powers) Amendment 
Act 1950 and the Supply and Price of Goods Act, 
1950. Again, in 1951, pursuant to another resolution 
of the "Rajya Sabha" under this Article, Parliament 
passed the Evacuee Interest (Sepa~ation). Act, 1.951, 
applicable to all evacuee property mcludmg agncul
turalland. This Act was enacted to resolve an unusual 
problem relating to Iehabili.tation and settlement of 
displaced persons from Pakistan. 

2.25.07 After 1951, for a period of about .35 years, 
this Article remained dormant. Thereafter, It was re
sorted to recently in August, .1986. On ~~gust 13, 
1986 the Council of States With the requiSite two
thirds majority resolved t.hat it was necessary in ~he 
national interest that Parhament should for a pen?d 
of one year from 12th August 1986, make laws with 
respect to the matters co~prised in six En!ries in the 
State List, namely, Entnes Nos. 1 (Pubhc. Order), 
2 (Police), 4 (Prisons .... }, 64 (Offences agamst laws 

with respect to~ matters in the State List), 65 (Jurisdic
tion and Powers of all courts, except the Sl!prcme 
Court, with respect to matters, in Li>t II) ard 66 (Ffes 
in respect of any of the matters in List II, but not in
cluding fees taken in any court). The reasons and ob
jects for invoking this provision, as indicated in the 
preamble of the Resolution, were : 

"Whereas the situation in Punjab and other areas 
in the north-west borders of India has become 
extremely grave due to infiltration from across the 
north-western bvrders and unabatLd ttrrc.ri>t 
activities in the border areas, ............ " 

2.25.08 No legislaton, in pursuance of the resolu-
tion, dated August 13, 1986, of the Rajya Sabha 
was passed by Parliament. 

2.25.09 There are three in-built safeguards against 
the misuse of the power conferred by this Article. 
The first is that Parliament can assume jurisdiction 
only when two-thirds ofthe members of the Rajya 
Sabha present and voting pass a resolution to that 
effect. Secondly, the resolution is required to specify 
the matter enumerated in the State List, with respect 
to which Parliament is being authorised to legislate in 
the national interest. Some Entries in List II comp· 
rise a cluster of several matters. It is, therefore, open 
to the Rajya Sabha to limit the resolution specifically 
with respect to any one of those matters (which may 
even be a particular aspect of a matter) in an Entry. 
Thirdly, a resolution passed under clause (1) of the 
Article remains in force for a period not exceeding 
one year as may be specified therein unless extended 
for a further period not exceeding one year by a fresh 
resolution. A lawipassed in pursuance of clause (1) 
ceass to have effe~t on the expiry of six months after 
the resolution has ceased to be in force. It is true that 
these safeguards are not fool-proof. But the basic 
fact that, in any case, the power is to be exercised by 
Parliament which consists of the representatives of 
the people from all the States, is itself a guarantee 
against its misuse. ~here. is no allegation that, when 
this power was exercised m 1950-51 to pass the afore
said temporary statutes, it worked to the disadvantage 
of the States or the interests of their people. In the 
recent case, power was conferred on Parliament to 
legislate with respect to certain matters in the State 
List to meet a situation on the north-western border, 
which, according to the Rajya Sabha resolution under 
Article 249, was "extremely grave". · 

2.25.10 The Article provides a simple and speedy 
method for effective handling, at the national level, 
or urgent problems of an extraordinary nature which 
temporarily assume naticnal significance. The Article 
may also be availed of in a situation in which speed 
is the essence of the matter, and invocation of the 
Emergency Provisions in Articl~ 352 and 356 is n.ot 
considered necessary or expedient. Compared With 
Article 249, the procedure provided in Article 252 
very cumbersome, and time-consuming. It cannot, 
therefore, be reasonably said that Article 252 provi
des an equally efficacious or a better alternative to 
Article 249. On the basis of evidence before us, 
therefore it is not possible to say that this extra-ordi
nary po~er has b.een misuse~. It h~s been exercised 
with due restraint m extraordmary situatiOns for tem· 
porary periods w~ich have ~ot been indefinitely ex· 
tended by succeSSive resolutiOns. . 



2.25.11 We do not favour the sugg~stion that, in 
a L~iti···n t., til: r~quisite rcsolUiion ,,f R jya Sabha, 
the prior approval of the Inter-Governmental Cou
ncil shc>uld also be a condition for authorising Par
liament to legislate on a matter in the State List. In 
our view, it would operate as a clog on the speedy 
and effective use of tile Article in extraordinary sit
uations, requiring urgent action. 

2.25.12 For these reasons, we cannot support the 
suggestion for deletion or amendment of the provi
sions of Article 249. 

26. ROLE OF THE COUNCIL OF STATES 
(R4.JY A SABHA) IN RELATION TO 

ARTICLE 249 

Views of State Gmernments 

2.26.01 In the preceding Section, we have referred 
to tile suggestion of some State Governments for the 
deletion of Article 249. In tllis connection, two of 
them consider tllat there is a Serio us flaw in the 
com;x:>sition of the Rajya Sabha. One of the latter 
has observed that, when a resolution is passed by 
the Rajya Sabha under Article 249 by a two-tllirds 
majority of the members present and voting, the 
ID.ljority would not necessarily reflect the consent 
of tile majority of tile States tllrough tlleir repre
sentatives. Tile existing allocation of seats in the 
Rajya S bha is responsible for what the State Gov
ernment has termed as the short-circuiting'of the 
amending process prescribed in Article 368.' It has 
pointed out that a two-thirds majority can be mu
stered by seven States viz., Uttar Pradesh, Bihar, 
Maharashtra, Andllra Pradesh, Tamil Nadu, Madhya 
Pradesh and West Bengal ; along with the 12 nomi
nated members. In that event, opposition from the 
representatives of the remaining States will be of no 
a vail. 

;2.26.02 According to the other State Governments, 
the seats allocated to the States in the Rajya Sabha 
are heavily weighed by their populations. This con
trasts with the position in the U.S.A., where the States 
have 2 representatives each in the Senate. In the 
Rajya Sabha, a majority of two-thirds of the members 
present and voting. will be availa.bl~ ~or passing a re
solution under Art1cle 249, even 1f 1t IS opposed by all 
the members elected from the last 14 States in the list 
of States arranged according to the d.;scending order 
of their populations. A resolution which lacks the 
support of almost two thirds of the total number of 
States, cannot be regarded as a decision of the States 
as such. 

2.26.03 Tllis State Government has suggested that 
tile Rajya Sabha may have tile following composition 
which could lend to tile House tile cllaracter thati ts 
name suggests : 

Population of a s,ate 

(i) Upto I million 
(ii) Between I and 3 million 

(iii) Between 3 and 10 million • 
(iv) >,lore than 10 million • 

No. of seats to be 
allocated in the 
Rajya Sabha 

1 
2 
s 

14 

Delhi and Pondicherry may be allocated one seat 
each. 
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2.26.04 The regional party supporting tllis parti

cular State Government has, however, suggested that 
tile States should llave equal representati< n in the 
Rajya Sabha. It has also suggested that tile diversity 
of nationalities and religious. linguistic, cultural and 
etllnic minorities should be adequately reflected in tile 
compositionofRajya Sabha. One all-India Party and 
a number of other regional parties have also empha
sised tllat all States should llave equal representation 
in this House. 

2.26.05 A tllird State Government has observed 
that the Members of the Rajya Sablla elected from 
the State Legislatures are not eXPeCted to override 
the rights of the States, except when a legislative 
measure being considered by them is really necessary 
in the national interest. Therefore, tile possibility 
of misuse of Article 249 by tile Union to encroacll 
on the State's Legislative field is negligible. 

Rajya Sabha's Role as Em·isaged by the Constitu
tion-Framers 

2.26.06 The composition and functions of the 
Rajya Sablla were designed by the framers of the 
Constitution to subserve the following purposes :-

(i) securing, for the legislative process at the 
Union level, tile tllinking and guidance of 
mature and experienced Persons, popularly 
known as "tile Elders", who are disinclined 
to get in volved in the rougll-and-tumble of 
active politics and contest in direct elections 
to the Lok Sablla; 

(ii) enabling the States to give effective expression 
to tlleir view-points at tile Parliamentary level; 

(iii) ensuring so me degree of continuity in the 
policies underlying Parliamentary legislation; 
and 

(iv) functioning as a House of Parliament whicll 
would, more or less, be coordinate with the 
Lok Sablla, witll safeguards for speedy reso
lution of any conflicts between tile two Houses 
on legislation. 

Tile above purposes were given expression to in the 
Constitution in the manner explained below. 

The Members their back-ground and experience 

2.26.07 Tile members of tile Rajya Sablla, except 
for twelve oftllem to be nominated by tile President, 
would be representatives of tile States and elected 
by tile eleetedmembers, of tlleir Legislative Assem
blies. Tile nominated members would be persons 
llaving special knowledge or practical experience in 
respect of matters like literature, science, art and 
social service (Article 80). Tllus,members of the 
Rajya Sa bha would be seasoned poeple, not in the 
tllick of politics, wllo would lend a stamp of learn
ing and importance to the debates in the House. 
Tile Rajya Sablla could be expected to bestow calm 
consideration on the various legislative measures 
coming to it, particularly tllose that migllt have 
been so me wllat hastily drafted and equally hastily 
passed by the Lok Sablla. •• . 

(48) Canstitutent Assembly Debates (Raprint): Volume IV; 
Page 876. 



Projection of the totality of views in each state made 
possible 

2.26.08 Elections to the Rajya Sabha from the 
L?gislative Assembly of each State would be in accor
dance with the system of proportional representation 
by means of the single transferable vote [Article 80 
(4)]. While framing the Constitution, it was decided 
that the strength of the Rajya Sabha would be dis
tributed among the States, as far as possible,in propor
tion to their populatinn. The scale adopted was of one 
representative for every whole million of the popula
tion of a State upto 5 million plus one representative 
for every additional 2 million ••. Accordingly, the 
number of members of the individual States varies 
frc-m I to 34, apart from 12 nominated members 
(vide Schedule IV). These provisions it was felt 
would enable fair representation to be glven to mino: 
rities in each State who held views different from those 
of t~e ~ajority 60

• The members elected by a State 
Legtsla ttve Assembly would thus represent a fair cross
section of the views of the parties elected to the State 
Legislative Assembly. The Rajya Sabha would there
by be an instrument for the effective expression at the 
Parliamentary level of the points of view of the 
States 51• 

2.26.09 It may be mentioned that in the Constitu
ent Assembly, an amendment to Draft Article 67 
[now Article 80(1)], which provided that each State 
sh'>uld ele:• 5 ffi·!mbers to the C)uncil of States by ad
ull franchise, was negatived 52 • One reason for not ac
cepting the principle of equal represention for each 
component State in the Upper Chamber (as obtaining 
in the U.S.A. and Australia) was that the States of 
the Indian Unhn were not independent entities ha
ving pre-existing rights or powers anterior to or apart 
from the Constitution. Another reason o bviou<ly 
was that the constituent units of the Indian Union 
differed vastly in area and population. This part, the 
Rajya Sabha was not envisaged to function primarily 
as a Federal Chamber of the classical type like the 
Senate of the U.S.A. Apart from the representatives 
of the costituent units, it was to have a nominated 
element, also. 

2.26.10 The Constitution-framers provided that the 
Rajya Sabha would be a permanent body not subject 
to dissolution. One-third ofthe members would retire 
at the expiration of every second year. This type of 
arrangement was designed to seeure the representa
tion of past as well as current opinion and help in 
maintaining continuity in public policy••. 

Upper House not to impede Legislative process 
2.26.11 In order that the Rajya Sabha should not 

prove to be a clog to legislation and administration, 
the Con,titution-framers provided that, in the event 
of a conflict between the Upper and the Lower Houses 
on a Money Bill, the view of the Lower House would 

(49) Rao, B. Shiva : "The Framing of India's Constitu
tion", Vol.U, Page 581 and Vol. IV Pages 513-514. 

(50) Constituent Assembly Debates (Reprint) : Vol. VU 
Page 1225. 

(51) R1.o, B. Shiva : "The Framing of India's Constitution" 
A Study, Page 424. 

(52) Constituent A.sembly DebJteds (Reprint) : Vol. VII: 
Pages 1208 and 1229. · 

(53) Rao, V. Shiva : "The Framing of India's Constitu· 
tion", Volume II, Page 442. 
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prevail. Such amendments to Money Bills as the Raj
ya Sabha might suggest would be left to the Lok Sablia 
to acceptor not to accept (Article 109). Also no Fi
!1-ancial Bi~l. including a Money Bill, would ~riginate 
tn the RaJya Sabha (Articles 109 and 117). 

2.26.12 In regard to Bills other than Money Bills 
the Lok Sabha and the Rajya Sabha would have equ: 
al P?Wers. D_eadlocks would be resolved by joint 
meettngs (Article 108). In order that the view of the 
!--~k Sab~a should generally prevail during such 
Jomt meetmgs, the Rajya Sabha would have a stren
gth not exceeding 250 members [Article 88(1)], while 
the Lok Sabha would have not more than 500 mem
bers chosen by direct election in the States and mem
bers representing Union Territories [Article 8l(I)].ISC 

Some important powers of the Rajya Sabha 

2.26.13 The two Houses of Parliament have coor
dinate powers not only in the matter of passing Bills 
(<?ther than Mon~y Bil_ls) but also in regard to appro
vmg a Proclamatton tssued under Article 352 cr 
Article 356 or approving continuance in force of such 
a Proclamation. However, the Rajya Sabha does not 
have the power, which has been conferred on the 
Lo.k Sab~a unde~ Article 352(7), of passing a reso
lutiOn dtsapprovmg a Proclamation issued under 
Article 352(1) or disapproving the continuance in 
force of such a P_roclamation, thus making it obliga
tory for the Prestdent to revoke the Proclamation in 
question. 

. 2.26.1~ The Raj~a Sab~a has a significant pC'wer 
m relatton to a Btll seekmg to amend the Constitu
tion. Such a Bill has to be passed in each HC'use of 
Parliament by a majority of the total membership of 
that House and by a majority of not less than two
thirds of the members of that House present and 
vot!ng. Should such a Bill not be passed by the 
RaJya Sa bha for lack of the requisite majority 
in that House, it can neither be presented t<' the 
President for his assent nor sent to the State Legi
slatures for being ratified by them, where ratifica
tion by the States or the Bill is necessary (vide 
Article 368). 

2.26.15 The Rajya Sabha has certain special powers 
under Articles 249 and 312, which the Lo k Sv bha 
does not possess. We have discussed the provisions of 
Article 249 in the preceding section. Under Article 
312, Parliament may, by law, provide for the crea
tion of one or more All India Services common tC' the 
Union and the States, provided that the Council of 
States has declared by a resolution supported bv not 
less than two-thirds_ of the members present anrl vo
ting that it is necessary or expedient in the naticnal 
interest so to do. 

2.26.16 From the above conspectus, it is clear that 
the Rajya Sabha in our Constitution does not exclu
sively represent the federal principle. The primary 
role_assigned to .it. is that. of~ Second Chamber of 
Parliament exerctstng leg1slat1Ve functions, m<'re or 
less, coordinate with the Lok Sabha. However, in the 

(54) The;e figures were subsequently revisecf. At orec-ent 
525 m.embersare to be elected from the States and 20 frcm Unio~ 
Territories. 



exercise of its special functions such as those under 
Articles 2~9 and 312, its role assumes a pre-dominan
tly ted<!'ral character. Explaining the reason for assi
gning tltis speci31 role to the Rajya Sabha, Dr. B.R. 
Ambedkar said : "Ex-hrpothesi, the Upper Cham
b.!r rePresents the Scates and therefore, their resolu
tion w;:,uld b! tantamount to an authority given by 
the Stlt~".55 How far. in re:llity, a resolution of 
the Rajya Sabha passed under Article 249 by a two
thirds mJ.jority of members present and voting, sig
nifies consentofthe m:1jorityofthe States, is a matter 
which is discussed in the following paragraphs. 

2.26.17 As noticed in paragraphs 2.25.02, 2.25.03 
and 2.25.04 a11te, Article 249 has been invoked dur
ing the last 37 Ye:lrs. only on three ':'Cca~i()ns. It was 
invok'!d first in 1950 and again in 195l.before the 
constitution of the Raiya Sabha in 1952."6 Article 
249 was invoked agJ.in after a lapse of 35 years, only 
in 1986. An analysis of the voting pattern on this 
oc::asion shows that the requisite two-thirds majority 
did Mtcome only from members belonging to a few 
p:>pulr,us States, who out-voted the members from 
the smaller States, even though the latter were larger 
in number. 

Voting pattern in the Rajya Sabha 

2.26.18 Though, in theory, the pattern of voting. 
on a resolution moved in the Rajya Sabha under 
Article 249, is supposed to reflect the broad view-point 
or consent of the State Assemblies and their Govern
ments, yet, in practice, it may not be invariably sc. 
It may happen th<ttthe concerted view of the majority 
party in the Rajya Sabha supporting the resolution, 
stands, at that point of time, in direct contrast to the 
known views of the parties running the governments 
and rlominating the majority of the State Legisla
tures. While electing members to the Rajya Sabha, 
members of State Assemblies vote on party lines. It 
i! only to be exPected tha• the members so elected 
would continue too we allegiance to their respective 
parties and vote on party lines in the Rajya Sabha. 
The nattern of voting that took place on the resolu
tion passed by the Rajya Sabha on August 13, 1986, 
in pursuance of Article 249, to which we have made a 
reference in para 2.25.07 ante, Provides an illustra
tion. The members who voted in favour of the resolu
tion, cnmprised members belonging to the ruling 
partv and some other parties and, in all, constituted 
78 per cent of the total number of memb~rs present 
and v<>ting. Also, at least one member belonging to 
every State voted in favour of the resolution. 

2.26.19 For the past nearly two decades, parties 
other than the ruling party at the Union, have been in 
power in many States. The fact that these other parties 
or groups of them have been in a majority in certain 
State Lecislative Assemblies, has had an impact on theJ 
relative strengths of the different parties in the Rajya 
Sabha. 

(55) Constituent Assembly Debates (Reprint): Volume 
IX: Page 1118. 

(51>) With the commencement of the Constitution, the Con
stituent A~~mbly was turned into the Provisional Parliamen1 
by vi-tue of the transitional provision in Article 379(1). The 
Resolqtion'§ in question were passed by the Provisional Parlia· 
mmt. fomctionin~ as the Council of States, by virtue of adap· 
tation made in Article 249 by the Constitution (Removal ot 
Difficultie<) Order No. II (Second Amendment) Order, dated 
August II, 1950, made by the President under Article 392(1). 
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2.26.20 As a result, the ruling party and its allies 
have generally been having a lower percentage of seats 
in the Rajya Sabha than in the Lok Sabha. In fact, 
there were occasions when the ruling party was not 
abl~ to muste~ the requisite two-thirds_majority in the 
RaJYa Sabha m order to pass a Constitution Amend
ment Bill. For example, the 43rd and 44th Constitution 
Amendment Acts could not have been passed in 1977 
and 1978, respectively, but for the broad agreement 
~etween the ruling party, which had a majority only 
m the Lok Sabha, and the main opposition party 
which had a majority in the Rajya Sabha. ' 

2.26.21 The apprehension of the two State Govern
ments and some political parties, noticed in paragraphs 
2.26.01 and 2.26.02 ante, to the effect, that in the 
Rajya Sabha as at present composed, a few bigger 
States can muster the requisite two-thirds majority 
of votes to push through a legislation or a resolution, 
even when a larger number of smaller States are 
opposed to it, is not borne out, as already noticed, 
by an empirical analysis of the voting pattern with 
respect to the Resolution passed in the Rajya Sabha 
in 1986 when Article 249 was invoked. Nevertheless 
a remote possibility of the apprehended situatio~ 
arising in future, cannot be ruled out. The problem is 
aggravated when the more populous States are ruled 
by one party, and the opposition party or parties are 
running the government in the smaller States. But 
the question is, will the suggested changes in the com: 
position ?f the Rajya Sabha, eliminate this possibility 
and provtde a workable remedy for the alleged distor
tions that have come about in the role of the Rajya 
Sabha as an instrument effectively representing the 
diverse view-points of the States, particularly in the 
exercise of its special powers enabling Parliament to 
legislate with respect to a matter in the State List. 
In the light of the discussion that follows, the·answer 
to this question has to be in the negative. " 

System of allocation of seats in the Rajya Sabha 
question of alteration 

2.26.22 The new scale of representation proposed 
by one of the State Governments, vide para 2.26.03 
ante, does not ·seem to have been derived from any un
derstandable criteria. All that it seeks to achieve is that 
States, with a population of more than 10 million ·get 
14 seats each, while those with lesser population~ get 
a substantially reduced number. No explicable reason 
has been indicated for this larger gap in"the"represen· 
tation of the two groups of States. 

2.26.23 As noticed in pargraph 2.26.09 ante the 
suggestion that all the States should have equal ~epre· 
sentation in the Rajya Sabha, was not accepted by the 
Constitution-makers. The reasons that weighed with 

' the Constitution-framers, in not accepting this sugges
r tion, are as valid today as they were theri. Moreover . 
!"the changes, suggested in the compositon of the Rajy~ 
··sabha, will not solve the problem which has more than 
f one dimension. In actual practice, the remedy suggest
, ed may aggravate the 'disease'. It may have deleterious 
,.effects even on the primary role of the Rajya Sabha. 
?. If the suggested "scale of representation were to be 
i'adopted, · besides~the party in power, the numerically 
rlesser political parties in a State Legislative"Assembly, 
llmay not'be able to elect and'send'their representatives 
'to the Rajya Sabha, The membership of the~Rajya 



Sabha would then cease to reflect a fair cross-section 
of the various parties in the State Legislative Assem
blies. The demand by one of the regional parties that 
the diverse "nationalities" and minorities should be 
adequately reflected in the composition of the Rajya 
Sabha, would prove to be impracticable if its simul
taneous demand for equal representation for all the 
States were to be met. Indeed, these twin demands 
are mutually inconsistent. 

2.26.24 In sum, neither of the two proposals-one 
suggesting a new scale of representation and the other 
equal representation for the States in the Rajya Sabha, 
can stand close scrutiny. Neither of them would pro
vide a fool proof safeguard against the interests or 
view points of the smaller States being overridden 
by the bigger and more populous States, inter alia, 
due to the prevailing pattern of voting on party lines. 
Rather, the proposed changes in the composition of 
the Rajya Sabha, if made, might mar its proce~dings 
by endemic conflicts and frequent deadlocks, ser_10usly 
undermining its primary role and smooth funct10nmg 
as a second Legislative Chamber of Parliament. We 
are, therefore, unable to support any of these pro
posals. 

2.26.25 The crux of the problem is, how to streng
then the special role of the Ra)ya Sabha as _an ins~ru
ment for effective representation of the v1ew-pomts 
of the States? This can be best solved not by restruc
turing the composition of th~ ~aj~a Sabha, but. by_ de
vising procedural safeguards m 1ts mternal function mg. 
The Rajya Sabha by its Rules of Procedure may 
provide for setting up of a special Committe~ reflec
tina various cross-sections of the House. Th1s Com
mittee shall ascertain by free and frank discussions the 
views of the various cross-sections of the House and 
thus ensure beforehand, that a proposed resolution 
under Article 249 or Article 312 would be passed 
only on the basis of consensus. Th.is procedural 
device will serve to dispell the apprehens1ons about ~he 
misuse of these special provisions for tra nsfernng 
the power otherwise belonging to the s~aller States 
to the Union with the support of numencally larger 
votes of a few bigger States which a~e under t~e con
trol of the party in power at th~ Umon, and w1ll th~s 
ensure the exercise of these spec1al powers by the RaJ
ya Sabha in accordance with the principles of coop
erative federalism. 

27. ARTICLE 252 

2.27.01 Clause (1) of Article 252 provides tha~ if 
-the Legislatures of two or more States by a re~olutton 
desire that Parliament should by law regulate m those 
States a matter in the State List, it shall be lawful for 
Parliament to pass an Act for regulating that matter 
accordingly and any Act so passed shall apply to such 
States and to any other State by which it is adopted 

·afterwards by resolution of its Legislature. 

Clause (2) ~of the Article provides : 

"Any Act so passed by Parliament may be amended 
or repealed by an Act of Parliament passed or 
adopted in like manner but shall not, as respects 
any State to which it <t pplies, be amended or repeal
ed by,an Act of the Legislature of that State" (em

pjiasis added). 

11-325/87 

71 

Effect of the operation of clause (l) 

2.27.02 The underlined words indicate that the State 
Legislatures will have no power to repeal or amend an 
Act of Parliament relating to a State subject, passed 
or adopted in the manner provided in clause (1). I~ 
may be amended or repealed only by Parliament in 
the manner laid down in cia use (2). The effect of the 
operation of clause (1), is, that the State Legislature 
ceases to have power to make laws on the subject to 
the extent its field is covered by the resolution under 
clause (1), although the matter continues to be in List 
II. It has been held 57 that any Act of the State Legis
lature will be subject to the principle of repugnancy, 
though Article 254, in terms, may not apply. If any 
State Act relating to the same matter, occupying the 
same field as the Ia w made by Parliament under clause 
(1), is repugnant to the latter, it will be rendered in
operative to the extent of repugnancy. 

Instances of Acts passed nnder Article 252 

2.27.03 Article 252 has been invoked a number of 
times. Some important instances of legislations by 
Parliament under this Article are : 

(i) Estate Duty Act (34 of 1953)-in its applica-
tion to agricultural land. 

(ii) Prize Competition Act (42 of 1955), 

(iii) Seeds Act, 1966 (54 of 1966). 

(iv) Water Preservation and Control of Pollution 
Act, 1974 (6 of 1974). 

(v) Urban Land Ceiling and Regulation Act, 1976 
(33 of 1976). 

(vi) National Capital Region Planning Board Act, 
1985 (2 of 1985). 

Issues Raised 

2.27.04 Only one State Government has suggested 
deletion of Article 252. It has pleaded that the States 
must themselves enact legislation on matters in the 
State List. It has argued that if coordination between 
two or more States is necessary with respect to legisla
tion on a particular matter, this may be arranged 
through the medium of the Zonal Council or the Inter
State Council. The Union Government might also 
help by framing model legislation on that matter. 
According to it, "a possible, though Jess satisfactory, 
alternative to omission of Article 252 may be" to subs
titute the following for clause (2) of Article 252 :-

"An Act so passed may be amended or repealed 
only by an Act of Parliament passed or adopted in 
like manner, but as respects any State to which it 
applies it may also be amended or repealed by an 
Act of Legislature of that State." 

None else has voiced any criticism in regard to the 
provisions of clause (I). 

The need for these provisions is obvious. It is an 
example of flexibility built in the scheme of distribu
tion of powers under our Constitution. However, 

(57) R.M.D.C. Vs. State of Mysore, A.I.R., 1962 SC 594. 



clause (2) of the Article, in general, and its underlined 
portion in particular, has come in for much criticism 
from most cross-sections of public opinion. In the 
evidence before us, there is near unanimity in regard 
to the need for amending clause (2) to remove the 
buttle-neck in the amending procedure. There is also 
general agreement in support of the proposal that a 
legislation passed under this Article should be subject 
to p~riodic review. 

Clause (2) of the Article while taking away the power 
of the State Legislatures to amend or repeal any Act 
passed by Parliament with their consent under clause 
(1), enjoins on Parliament that if it wants to amend 
or repeal such Act it can do so "in like manner" i.e., 
in the manner similar to the one provided in clause 
(1). This can mean that Parliament will have authority 
to amend or repeal an Act passed under clause (I) 
of the Article, only if the State Legislatures concerned 
by resolution authvrise it to amend or repeal the 
Act. If the State Legislatures do not give the neces
sary consent to amend or repeal it in the manner laid 
down in clause (1 ), neither Parliament nor the State 
.legislatures may have the power to amend or repeal 
~he Act under clause (2). The resultant disadvantages, 
therefore, outweigh any possible advantage envisa
ged by the framers of the Constitutioa in making the 
provisions in question. 

2.27.05 '•After considering the matter from all 
aspects, we recommend : 

(i) Clause (2) · of Article 252 may be•substituted 
by a new clause pro vi iing that an 1Act passed 
by Parliament under clause (1) may be amen
ded or repealed either by Parliament in the 
manner provided in clause (1) or also by the 
Legislature of the State to which it applies, pro
vided no such amending or repealing legisla
tion of the State Legislature shall take effect 
unless, having been reserved for the considera
tion of the President, it has received his 
assent. 

(ii) Any law passed by Parliament with respect 
to a matter in List II under clause (1) of Article 
252, should not be of perpetual duration but 
should remain in force for a specific .term, not 
exceedin three years. The Act should make a 
provision requiring its periodic review before 
the expiry of its term. If, after such review, it 
is considered necessary to re-enact the law in 
its original or modified form. such law may be 
enacted for a period not exceeding the original 
term, by following the same procedure as speci
fied in clause (1) of the Article. 

28. PART IV-MISCELLANEOUS PROVISIONS 

General 

2.28.01 This part deals with miscellaneous provi
sions not comprised in Chapter I of Part XI of the 
Constitution but are found elsewhere in the Constitu
tion. These are in Articles 3, 4. 31 A, 31 C, 154(2)(b )/ 
258, 169, 269, 285/289, 286, 288, 293, 304(b), 368 and 
370. 

29. ARTICLES 3 & 4 

2.29.01 Art1cle 3 provideS : 
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"Parliament may by law-

(a) form a new State by separation of territory 
from any State or by uniting two or more States 
or parts of States or by uniting any territory to 
a part of any State ; 

(b) increase the area of any State 

(c) diminish the area of any State 

(d) alter the boundaries of any State 

(e) alter the name of any State : 

Provided that no Bill for the purpose shall.be intro
duced in either House of Parliament except on the 
recommendation of the President and unless, where 
the proposal contained in the Bill affects the area, 
boundaries or name of any of the States, the Bill has 
been referred . by the President to the Legislature of 
that State for expressing its views thereon within 
such period as may be specified in the reference or 
within such further period as the President may allow 
and the period so specified or allowed has expired . 

Explanation l-In this article, in clauses (a) to 
(e), "State" includes a Union Territory, but in the 
proviso "State" ·does not include a Union Territory. 

Explanation li-The power~ conferred :on Parlia
ment by clause (a) includes the power to form a new 
State or Union Territory by uniting a part of any State 
or Union Territory to any other State or Union 
Territory". 

During the discussions in the Constituent Assembly, 
some Members suggested that alterations in the boun
daries of the States should be carried out only with 
the consent of the Legislatures of the States concerned. 
This suggestion was turned down by the Assembly on 
the ground that this "would make the provisions of 
Article 3 very rigid and redistribution of the boundaries 
of States under this Article would be very difficult, 
if not an impossibility; for a State will hardly agree 
to be divested of any area whichj forms part of it". 61 

Scope of Articles 3 and 4 

2.29.02 Article 3, as it finally emerged from the 
Constituent Assembly, enables Parliament to make 
by law internal adjustment inter se of the territories of 
the States constituting the Union of India. The 
exercise of this power is subject to two conditions. 
First, that no Bill for the purpose can be introduced 
in either House of Parliament except on the recommen
dation of the President. Second, that before 
making such recommendation the President shall refer 
the Bill for ascertaining the views of th · legislature of 
the State or States affected by the proposal in the Bill. 
The amendment of the Article in 1955,69 gives the 
President power to specify in the reference a time
limit within which the Legislatures of the affected 
States would be required to commun'cate their views. 
If they fail to communicate their views within the 
specified time, the Bill may be introduced in Parlia
ment, even though their views have not been ascer
tained. 

(581 C"ns'ituent A<Sembly Deba'e<, Ynl. VII, Pege 439. 
(59) The Con<titutic>n (Fifth Amendment) Act, t955. 



2.29.03 Article 4 lays down that any law made 
under Article 3 shall provide for the necessary amend
ment of the First and the Fourth Schedules as may be 
necessary to give effect to the provisions of the law 
and may also contain such supplemental, incidental 
and · consequential matters. Clause (2) expressly 
provides that no such law within the scope of this 
Article shall be deemed to be an amendment of the 
Constitution. 

Issues Raised 

2.29.04 Most StateJGovernments have not asked 
for any change in the provisions of Article 3. However, 
two State Governments have suggested that prior 
consent of the affected State or States should be 
obtained before invoking Article 3. Another State 

. has suggested that the Inter-State Council should be 
consulted before Article 3 is invoked. Only one State 
Government has suggested that this provision should 
be deleted. One more State Government has stated 
that the justification for vesting with Parliament the 
power to legislate with regard to name, territory, and 
boundary of States, if necessary even without the con
currence of the States affected, will disappear after 
the territory and boundary of States have been fina
lised on the basis of principled application of the 
linguistic or ethnic basis of States' reorganisation. 
It has suggested that, when the boundary between 
the two States has been finalised and the two States 
have made a joint declaration to that effect approved 
by their respective legislatures by two-thirds majority 
:this boundary must henceforth be unalterable by 
Parliament except, at the request or concurrence of 
the two States. Likewise, any change in the name 
of the State shall be only on the request or concurrence 
of that State. 

2.29.05 At the time of framing of the Constitution, 
the princely States had not been fully_ integrated. 
Their number was unduly large. Considerable re
organisation was anticipated. Th: <;:ongres~ P~rty 
had for a long time supported the prmc1ple of lmgms!Ic 
States. But, soon after the attainment of Independ
ence the national leaders had second~ thoughts 
on this issue. The Dar Commission appointed by 
the Constituent Assembly advised against the for
mation of Provinces exclusively or mainly on linguis
tic considerations. A Committee, consisting of 
Shri Jawaharlal Nehru, Sardar Vallabhbhai Patel 
and Dr. B. Pattabhi Sitaramayya, set up by the Con
gress Party, endorsed the view~ •. of the _Dar <;ommi~
sion with the reservatiOn that If public sentiment IS 
insistent and overwhelming, we, as democrats, 
have to submit to it, but subject to certain limita
tions".•• The Constituent Assembly did not find 
it advisable to reorganise the Provinces/States on 
linguistic basis in the Constitution, itself. None
theless, they foresaw that, under the mounti!l~ pub.lic 
pressures and clamour as w~ll ~s on admimstrative 
considerations, the reorgamsat10n of the . States 
could not be indefinitely postponed. ~n Article 3, 
therefore, they provided an easy and Simple method 
for formation of new States and alteratu~n <;>f the 
areas boundaries or names of States constJtutmg the 
Unio~ of India at any point of time. Every reo~ga
nisation of States or formation of a new State brmgs 

(60) J. V. P. Committee Report quoted at Page 231 in K.M
Munshi's Pilgrimage to Freedom Vol. I. 
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in its wake a number of constitutional, legal, adminis
trative and political problems. For tackling such 
problems, apart from the amendment of the First and 
Fourth Schedules, other ad hoc consequential and 
supplemental changes in the Constitution and the 
laws may be necessary. For instance, it would be 
necessary to make provisions for constituting the 
legislative, executive and judicial machinery of a 
new State, distribution of assets, division, allocation 
and integration of services, adaptation of laws etc. 
Article 4 enables Parliament to incorporate such 
'supplemental, incidental and consequential provisions' 
in the reorganisation Bill, itself, and enact it by a 
simple majority, without going through the cumber
some procedure prescribed in Article 368 for amend
ment of the~ Constitution. 

2.29.06 These Articles were invoked 61 in 1953 when 
Andhra State was created. Its creation necessitated 
several consequential changes, such as, refixing the 
representation of the existing State of Madras in 
Parliament, composition of its Legislature, jurisdiction 
of the High Court etc. Provisions for all such 
consequential, incidental and supplemental rna tters 
were made by virtue of Article 4, in the Andhra State 
Bill, itself, The Bill was passed by Parliament like 
any other ordinary legislation. The utility of these 
Articles was fully demonstrated by the passage of the 
States Reorganisation Act, 1956, which brought 
about a general reorganisation of States and reduced 
their total number. Apart from other consequential 
provisions, this Act provided for the setting up of 
five Zonal Councils as advisory bodies, competent 
to discuss matters of common interest, particularly 
in the field of economic and social planning. These 
Articles were invoked on subsequent occasions, also. 
In all, during the last 37 years, 20 Acts have been 
enacted by Parliament under Articles 3 and 4 to bring 
about changes in the' areas,f boundaries and names 
of States. 

2.29.07 It is noteworthy that these legislations were 
passed either with the consent of the States affected, 
or on the recommendations of a Commission or 
Committee set up for the purpose. The proposal 
to make the exercise of the power of Parliament under 
Article 3, conditional on the consent of the Legisla
tures of the affected States, in our view, will make 
these provisions well nigh unworkable. The reasons 
given by the framers of the Constitution, to which 
a reference has been made earlier, are still a good 
ground for negating this proposal. Questions rela
ting to readjustment of boundaries of some States 
still remain unsettled. The need for Articles 3 and 4 
in their present form has not disappeared. 

2.29.08 We are, therefore,' of the'.view that the pro
visions of Articles 3 and 4 should!be retained as they 
are. 

30. ARTICLES 31A AND 31C 

230.Ql Three State Governments and some poli
tical parties have strongly urged for amendment of 
Article 31A(l) and deletion of its First Proviso. They 
have also asked for omission of the Proviso to Article 
31 C. The argument is that there is no justification, 

(61) The Assam (Aiter•tion of Boundaries) Act, 1951 was 
the first occasion when these provisions were invoked. 



whatever, for discriminating between legislations 
passed by Parliament and those passed by the State 
Legislatures with regard to the subjects specified in 
these Articles. It is pointed out that the State Legis
latures have exclusive powers of legislation with res
pect to matters in List II. They are independent 
legislative bodies, in no way subordinate to the Union 
Legislature. "It is equally clear"-proceeds the 
argument-"that the State Government is not sub
ordinate to the Union Government in respect of ma
tters belonging exclusively to the State sphere". It is 
stressed that "the Union Government cannot be 
permitted to sit in judgement over the policy or the 
constitutionality or legality of an enactment passed 
by a State Legislature". Another State Government 
has stated that a valid legislation sponsored by a State 
Government, if it is not altogether out of line with 
the prevailing ethos, should secure without undue 
delay the protection of Articles 31A & 31C. For 
this purpose, it has suggested that President's assent 
shall continue to be necessary to secure protection 
for State legislation under Articles 31 A and 31 C, but 
with respect to such legislation, the President shall 
be guided by the advice of the Inter-State Council 
and not that of the Union Council of Ministers. 

230.02 Article 31A(l) (so far as material for our 
purpose) provides : 

Article 31A 

"31A. Saving of laws providing for acquisition of 
estates, etc.-(1) Notwithstanding anything containeu 
in Article 13. no law providing for-

(a) the acquisition by the State of any estate or of 
any rights therein or the extinguishment 
or modification of any such rights, or 

(h) the taking over of the management of any 
property by the State for a limited period either 
in the public interest or in Order to secure the 
proper management of the property, or 

(c) the amalgamation of two or more corporations 
either in the public interest or in order to secure 
the proper management of any of the corpora
tions, or 

(d) the extinguishment or modification of any 
rights of managing agents, secretaries and 
treasurers, managing directors, directors or 
managers of corporations, or of any voting 
rights of shareholders thereof, or 

(e) the extinguishment or modification of any 
rights accuring by virtue of any agreement, 
lease or licence for the purpose of searching 
for or winning, any mineral or mineral oil, 
or the premature termination or cancellation 
of any such agreement, lease or licence, 

shall be deemed to be void on the ground that it is 
in consistent with, or takes away or abridges any of 
the rights conferred by Article 14 or Article 19 : 

Provided that where such law is a law made by 
the Legislature of a State, the provisions of this 
Article shall not apply thereto unless such Jaw, having 
been reserved for the consideration of the President, 
has received his assent. 
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2.30.03 Article 31 A was introduced by the Consti
tution (First Amendment) Act, 1951 to validate the 
acquisition of Zamindaries or the abolition of 
Permanent Settlement without interference from 
Courts and to protect, with retrospective effect, laws 
of agrarian reform from attack on the ground that 
they violated the provisions of Part III (Fundamental 
Rights) of the Constitution. The Constitution 
(Forth Amendment) Act, 1955 inter alia added sub
clauses (b), (c), (d) and (e) in clause (I) of the Article. 
Thus, after this Amendment, the scope of Article 
31 A( I) has been extended to other social welfare 
matters, such as, taking over of management of any 
property, amalgamation of corporations, extinguish
ment or modification of rights of directors, share
holders etc., and extinguishment or modification of 
rights under mining leases. 

Article 31C 

2. 30-04 Article 31C Provides: 

"31 C. Saving of Jaws giving effect to certain 
directive principles-Notwithstanding anything 
contained in article 13, no Jaw giving effect to the 
policy of the State towards securing all or any of the 
principles laid down in Part IV shall be deemed to 
be void on the ground that it is inconsistent with, 
or takes away or abridges any of the rights conferred 
by article 14 or article 19; and no Jaw containing a 
declaration that it is for giving effect to such policy 
shall be called in question in any court on the 
ground that it does not give effect to such policy : 

Provided that where such Jaw is made by the 
Legislature of a State, the provisions of this article 
shall not apply thereto unless such Jaw, having been 
reserved for the consideration of the President, has 
received his assent". 

2.30.05 It will be seen that if a Parliamentary legis
lation satisfies the conditions set out in the substantive 
part of Article 3IA(l), or 3IC, it automatically 
becomes eligible to protection against a challenge 
on the ground that it is inconsistent with or takes 
away or abridges any of the rights conferred by Article 
14 or Article 19. If, however, a legislation of a type 
mentioned in these Articles is passed by a State Legis
lature, then such protection will be available only 
if (in compliance with the Proviso in question), having 
been reserved for the consideration of the President, 
it has received his assent. We have discussed in 
detail the reason and object of these provisions in 
the Chapter on "Reservation of Bills by Governors 
for President's consideration". 62 

2.30.06 It would be sufficient to mention here that 
the Provisos in question enable the Union Executive 
to ensure (i) that the State legislation referred to the 
President strictly satisfied the conditions set out in 
Article 3IA(J) or 3JC, as the casp may be. That 
is to say, the President has to ensure that if his 
assent is sought under the First Proviso to Article 
31A(I), the legislation is clearly one providing for 
any of the matters specified in sub-clauses (a), (h), 
(c), (d) and (e) of clause (I) of the Article; and, if 
such assent is sought under the Proviso to Article 
31C, it really seeks to implement the policy of a 

(62) Pans 5.8.01 to 5.8.< 7. 



Directive Principle specified in Part IV; (ii) that the 
legislation, in elf~ct, wiii not abridge or curtail the 
fundamental rights under Article 14 or -19, more 
than what is genuinely essential for achieving the 
object of the legislation; (iii) that there is a measure 
of uniformity and coordination of legislative policy 
and action among the States in such matters of agra
rian reform or social welfare which abridge or curtail 
fundamental rights; and (iv) that even in abridging 
or curtailing fundamental rights in respect of matters 
covered by Articles 31A(l) and 31C, it endeavours 
to accord a broad equality of treatment to persons 
similarly situ3ted within the ambit of the legislation. 

2.30.07 The Provisos in question are a part of the 
Constitutional scheme of checks and balances. They 
are safety valves of a democratic Constitution like 
ours. 

2.30.08 For all the re3sons aforesaid, we cannot 
support the suggestion for deletion of the Provisos 
in question from Article 31A and 31C. 

31. ARTICLE 154(2) 

2.31.01 One State G:>vernm~nt has suggested that 
"Articles 154(2)(b) and 258(2) should be so amended 
that, if the Union were to exercise the power as 
contemplatei in both these Articles, consent of the 
State should be obtained". 

Scope of Article 154(2) 

2.31.02 Clause (I) of Article 154 vests the executive 
power of the State in the G:wernor who exercises it 
either directly or through ol!bers subordinate to him 
in accordance with the Constitution. Clause (2) of 
the Article contains a two-pronged saving provision. 
It lays down : 

"(2) Nothing in this article shall-

(a) be deem~d to transfer to the G:>vernor any 
functions c:>nferred by any eltisting law on 
any other authority; or 

(b) prevent Parliam~nt or the Legislature of the 
State from conferring by law functions on 
any authority subordinate to the Governor." 

2.31.03 Clause (2) of Article !54 corresponds to 
the latter part of Section 49(1) of the G:>vernment of 
India A~t. 1935. Section 49(1) of that Act provided 
that it was competent for the Federal or the Provincial 
Leaislature to C:>'lfer e~ecutive functions uoon the 
authorities sub::~rdinate to the Gwernor. Sub-chuse 
(b) of the Article clarifies that Parliament or a State 
Legislature can by law take away the G:>vernor's 

·executive p:>wer derive:! from clause (I) and confer 
it on sub:x:iinate auth::~rities. HJwever, those func
tions which are specifically vested in the Gwernor 
by so'lle provision outside Artic~e 154. can'lot be 
co'lferre:i uo::m any other authonty. The elf!:t of 
dele~ation of e11:ecut!ve p:>wers by statute to a sl?ecified 
subodin'lte auth:>nty U'lier sub-clause (b), ts th'lt 
the Gwern:>r is diveste:i of any responsibility in 
resoect thereof. The source of the power of the dele
gate:! authority is e'l!i~ely statut_ory a;t:i its .eJCercise 
is sulJject to the con:itttons an:i h'llttattOns latd down 
in the statute. N..,netheless, the competence of Parlia-
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ment or of the State Legislature to make such 
delegation is subject to the limitations imposed by the 
other provisions of the Constitution. 

32. ARTICLE 258 

2.32.01 Article 258 reads as under 

"258. Power of the Union to confer powers, 
etc., on States in certain cases-(!) Notwithstanding 
anything in this Constitution, the President may, 
with the consent of the Government of a State, 
entrust either conditionally or unconditionally to 
that Government or to its officers functions in 
relation to any matter to which the executive power 
of the Union extends. 

(2) A law made by Parliament which applies 
in any State may, notwithstanding that it relates to 
a matter with respect to which the Legislature of 
the State has no power to make laws, confer powers 
and impos! duti~s, or tuchJri>e the c.>nf~rring of 
powers and the imposition of duties, upon the 
State or officers and authorities thereof. 

(3) Where by virtue of this Article powers and 
duties have been conferred or imposed upon a State 
or officers or authorities thereof, there shall be 
paid by the Government of India to the State such 
sum as may be agreed, or, in default of agreement, 
as may be determined by an arbitrator appointed 
by the Chief Justice of India, in respect of any 
extra costs of administration incurred by the State 
in connection with the exercise of those powers and 
duties". 

Scope of Article 258 (1) & :<2) 

2.32.02 It will be seen- that clause (2) of the Article 
is analogous to sub-clause (b) of Article 154(2). It is 
further noteworthy that under clause (I) of Article 
258, the entrustment of such functions by the Presi
dent is made only with the consent of the State Go
vernment. But, under clause (2), the conferment is 
made by Parliament by law and no consent of the 
State G:>vernment is required for it. Of course, 
while exercising its power under clause (2), Parlia
m~nt can act only within its own competence. Under 
clause (2), Parliament can delegate quasi-ju iicial 
and quasi-legislative powers for effective execution 
of a Union law. Such powers are also deemed to be 
a part of the eltecutive power of the Union. Clauses 
(I) and (2) of the Article largely overlap so far as 
matters with respect to which the eltecutive functions 
of the Union can be delegated. However, the power 
of Parliament under clause (2) is sui juris and untra
melled by anything in clause (!). 

2.32.03 We have discussed, in the neltt Chapter on 
"Administrative Relations", the rationale u!!.:l~rlying 
the above two clauses. As will be explained there, 
whenever the assistance of States is required for en
forcina a law of Parliament, the enactment itself 
may c~ntain provisions for the exercise of the requisite 
powers and duties by States, or may emoower the 
Union Government to delegate or entrust such 
powers an:i duties to the'll. This ~:J:ie. of ent~u~t
ment of powers and duties denves tts vahdtty 
from clause (2) of Article 258. ~owe~er, where 
a provision of this nature is not avatlable m a law of 



Parliancent f0r entrustment of certainj powers and 
duties, the \)nion Go\-errment may invoke its power 
under clause (I) of Article 258 to entrust those powers 
and duties under that law to a State with its consent. 

Rationale of Article t:4(2)(b) al!d Article 258(2) 

2.32.C4 The rationale or the provisions in Article 
154(2)(b) and Article 258(2) is that our constitutional 
system does not envi;age that there should necessarily 
be separate, parallel agencies of the Union and the 
States for carrying into effect their respective laws. 
Most Union laws, particularly tho;e relating to matters 
in the Concurrent List, are executed through the ma
chinery of the States. These provisions have hen 
designed to obviate the necessity of constituting sepa
rate Union agencies for enforcement of Union lav.s. 
The present arrangement under v.hich Union laws are 
executed through agencies of the States, is econcmical, 
secures coordination between legislative policy ard 
action in matters of national interest. It al;o 
strengthens national integration and cohesion. In 
most-ca;es, the State Governments should have no 
valid objections to the conferment of Unicn executive 
power on it or its authorities by a Presidential order 
under clause (I) of Article 258. The only \'alid 
objection on the part of the State Government could 
be that it might mean extra burden on the State ex
chequer. This bas been taken care of by clame (3) 
of the Article which provides that the State Govern
ment shall be paid by the Government of lrdia such 
sums as may be agreed or as may be determined by 
an arbitrator appointed by the Chief Justice of India. 
in respect of any extra costs of administration incurred 
bv the State in connection with the exerci;e of the 
powers and duties conferred on it or its officers, 
under dames (I) and (2)f of th~ Article. 

2.32.05 For these reasons, wf!. findr no substar.ce in 
the suggestion of the State Government that Article 
154(2)(b) and Article 258(2) be so modified that 
powers thereunder are exerci;ed by Parliament with 
the consent of the Statef Government. 

33. ARTICLE 169 

2.33.01 Article 169~ of the Constitution provides 
a; follows : 

"169. Abolition or creation of Legislafile Councils 
in States.-(1) Notwithstanding anything in Article 
168, Parliament may by law provide for the abolition 
of the Legislative Council of a State having such a 
Council or for the creation of such a Council in a 
State having no such Council, if the Legislative 
Assembly of the State passes a resolution to that 
effect by a majority of the total membership of the 
Assembly and by a majority of not less than two
thirds of the members of the Assembly present and 
voting. 

(2) Any law referred to in clause (I) sba_ll contai!l 
such provisions for the amendmen_t of thrs Consti
tution as may be necessary to g~ve effect to the 
provisions of the law and may also contain such 
supplemental, incidental and consequential provi
sions as Parliament may deem necessary. 

(3) No such law as aforesaid shall be deemed to 
be an amendment of this Constitution for the pur
poses of Article 368". 
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issues Raised 

2.33.02 One State Government hasf suggested : 
", •.. , . In this Article, the word 'may', after~ the\ word 
'Parliament' must be replaced by the, word 'shall'. 
It is better to moe ify it in such a way f s to state that 
Pt rliament shall by law provide for the abolition of the 
Lqislative Council of a State having such a Council 
or for the creation of such a Council in a State having 
no such Council if the legislative Assembly of the 
State passes a resolution to that effect by a majority 
of not less than two-thirds of the members of the 
Assembly present and voting, unless the President 
refers the State resolution within fourteen days of 
its receipt to the Supreme Court under Articlej 143 
for advisory opinion on the necessity or urgency of 
al:olition or creation of leEislative Council and the 
Supreme Court bas advised: against it".f Subsequently, 
the State Government revised its stand and asked for 
deletion of the words beginning with "unless the Pre
sident refers" and ending with "has advised against 
it". In short, their revised stand is that, if the neces
;ary resolution for abolition of a legislative! Council 
is passed by the legislative Assembly of a' State, it 
;rculd be mandatory for Parliament to pass a law 
abolishing the same. It is argued that the Union 
Eucutive is not entitled to sit in judgement over the 
resolution of a State legislature for abolition or 
creation of a Legislative Council. But it is bound to 
rr.ove the Bill in accordance with the Resolution 
before Parliament. Another State Government! bas 
stated that the Legislative Assembly, the popularly 
elected House of the State, bas no power by it;elf to 
create or abolish the legi;lative Council, no matter 
hw strong is the support among the Ammbly 
Members for this. The State Governrr.ent is obliEed 
to move the Parliament for undertaking the necessary 
legislation to implement the Assembly resolution. 
It has, therefore, pleaded that Article 169 be amendrd 
to empower the legislative Assembly of the State, 
to itself create or abolish the legislative Council, 
by law passed by a majority of total member;hip of 
the Assembly and by a two-third majority of Ammbly 
members: present( and voting. 

2.33.03 The practice• followed' by the' Union· Exe
cutive in the past, on receipt of such resolutions of 
the State Assemblies, does not show a uniform rat
tern. While the Union Government had promptly 
introduced Bills to implement the Resolutions of the 
legislative Assemblies of Punjab and West Bengal 
for abolition of their Legislative Councils, it bad 
declined to do so when the Resolutions of the Assem
blies of Uttar Pradesh and Bihar were received for 
abolition of the Legislative Councils in those States. 
It also did not agree to move a Bill in accordance with 
the Resolution of Punjab legislative Assembly for 
recreation of a legislative Council for that State, 
The absence of a settled policy to be followed by the 
Union Executive in this matter generates controversy 
and friction between the Union and the States. 

2.33.04 It is clear that the word "may" med in 
clause (l)r of Article 169 imports a discretion to 
;;ccept~ o!f reject the resolution of the legi;lath e 
Assembly of a State for abolition or creation of 
legislative• Council. But this di~creticnary power 
belongs to Parliament and not to the Union Executive. 



It is, therefore, not proper for the Union Govern
ment to withhold presentation of such a resolution 
to Parliament and reject or decline it at their own 
level. 

2.33.05 The m~re fact that the .correct procedure 
with respect to such a resolution of a Legislative 
Assembly is not being followed, is no ground to sub
stitute the word "may" by "shall" in clause (I) of the 
Article. The word "may" has been deliberately 
used by the Constituent Assembly. There may be 
situations where abolition or creation of Legislative 
Council may not be proper in the peculiar circum
stances of the case. In some States there may be 
important linguistic or ethnic minorities which are 
provided representation in the Legislative Councils, 
though it may not be possible for them, under our 
majority rule system of elections, to get elected to 
the Legislative Assembly. Conversely, due to migra
tion of some minorities or groups of persons from one 
State to another, the cultural or ethnic configuration 
of the population may not be reflected in the Legis
lative Assembly, and the State may be economically 
afftuent to support a second Chamber. Furthermore, 
acceptance of any such resolution of a Legislative 
Assembly would require consequential and supplemen
tal changes which, in substance-though not in 
law-amount to an 'amendment' of the Constitu
tion. In principle, therefore, it is but proper that 
only Parliament should pass the requisite legislation 
effecting such changes. For these reasons, it is not 
possible to accept the proposal of the State Govern
ment that the word "may" in clause (I) of the Article 
'Je substituted .by the word "shall". 

2.33.06 We would recommend that when '(a 1Re
solution passed by the Legislative Assembly of a 
State for abolition or creation of a Legislative Council 
in the State is received, the President shall cause the 
Resolution to be placed, within a reasonable time, 
before Parliament together with the comments of the 
Union Government. Parliament may thereupon by a 
simple majority of the members present and votinJ;, 
declare that they adopt or reject the request contained 
in the Resolution. If the Resolution is so adopted 
by Parliament, the Union Government shall introduce 
the necessary legislation in Parliament for implemen
tation of the resolution. If necessary, Article 169 
may be amended to provide for this procedure. 

34. ARTICLE 269 

2.34.01 One State Government has suggested ttat 
"terminal taxes on goods or passengers, carried by_ 
railway, sea or air, taxe.s on sale or p~rchase .ol 
goods which takes place m the course of mter-State 
trade etc. . . . . . . be brought under the purview of 
Article 268". It is further argued that it will be in 
the interest of tax administration to progressively 
allow the State Government to levy and administer 
these taxes which have now been included in Article 
269. Another State Government has also asked. for 
the transposition of th~ taxatio~ hea~~ compnsed 
in Entries 89 and 92 of List I to List II. Yet another 
State Government has suggested that a tax on ad~er
tisements should be imposed and the scope of Article 
269(J){f) may be widened to include, besides news
paper advertisements, adver:ti~e~~nts broadcast by 
radio or telecast by television • 
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2.34.02 At the outset, it may be observed that it 
i; not clear from the memorandum of the State Go
vernment as to what is precisely meant when they say 
that the power to levy these taxes mentioned in Article 
269 be "delegated" to the States. Does it mean that 
while these taxation heads may remain in the Union 
List, the power to levy the same may be delegated by 
the Union under Article 258 or otherwise to the 
States ? If that be the stand of the State Government, 
then it is highly doubtful whether the Union is com
petent under the present Constitutional arrangements 
to delegate its exclusive legislative power to impose a 
tax specified in the Union List to the States. The 
Constitution divides the legislative power between 
the Union and the States. It also ordains that "no 
tax shall be levied or collected except by authority 
of law". It is thus clear beyond doubt that no tax 
specified in the Union List can be levied save by 
authority of a legislation enacted by Parliament. 
Can this essential legislative power of Parliament to 
enact a substantive law imposing a tax in the Union 
List be delegated under Clause (2) of Article 258 to 
the State Legislatures or the State executives ? In 
this connection, it is noteworthy that while clause 
(I) of Article 258 has been made subject to the words, 
"notwithstanding anything in this Constitution", 
no such non-obstante phrase has been engrafted to 
C!1us~ (2). Clause (2) of the Article, therefore, is 
"practically no exception" to the primary division of 
legislative powers between the Union and the States 
made by the Constitution, in as much as Parliament, 
while legislating on matters within its competence, 
is also competent to delegate administrative powers 
or powers of subordinate legislation relating to those 
matters, but not its essential 1 legislative functions. 88 

We have dealt with the suggestion for transfer "of 
2ntries 89 and 92 from Li~t I to List II in the Chapter 
on Financial Relations. in detail. 

For the reasons "stated therein ·we are ·unable to 
support the demand that these Entries be )hifted _to 
List II. 

2.34.03 We have ,considered 'the ~suggestion "t~at 
this tax should be imposed and the scope of Article 
269(f) widene4 to include, besides advertise~ents 
in newspapers, advertisements broadcast by r~dto ~r 
t'.llecast by television )n the Chapter on Fmanctal 
Relations, in detail. 

State's power to ·levy ...,a tax on advertisements 
broadcast by radio or tel~vision was taken a~ay. by 
am nding Entry 55 of Ltst II by the Constttutton 
(Forty-second Amendment) Act, 1976. But, . no 
corresponding addition _was made I? Entry ~2, Ltst I 
which deals with taxes on advertisements m news
papers and to Article 269(f). Two arguments adduced 
by the Union Ministries of Information and Broad· 
casting and Law and Justice in favour of the present 
arrangements are : that the revenu_es from these 
advertisements should be fully available for the 
development of these services and a tax on adver
tisements might seriously erode accrual of revenue 

(63) l!a•u, D.O .• c~m:nen a ·yon The Con>titudon of India, 
Vol. K. (Sixth Edititm) p ge 18. . 

In re Delhi L'WS Act (1951) SCR 747. . 
"ttrtllYH l{tpu· Va.S:ueofP•ni•b(t955)2 .SCR 225 

at P. 235. . 
J•.Y'ntilcl Ya. R1.na, AIR 1964 SC 64~. 



to them. A tax on advertis(ments which will be 
borne by the advertiser, does not in any way affect 
the availability of revenues frcm these advertisements 
for the development of these services. As regards 
the apprehension that a tax may have an adverse 
effect on the growth of advertisements, we have drawn 
attention to the fact that the steep hike in rates of 
advertisements did not have any adverse effect on the 
demand for advertisement time. A tax on advertise
ments in newspapers and a tax on advertisements in 
radio and television are on the same footing. For 
these reasons and others stated in the Chapter on 
Financial Relations, we are of the view that the Con
stitution should be amended suitably to add the sub
ject of taxation of advertisements broadcast on radio 
or television, to the present Entry 92 of List I and 
Article 269(i)(f). 

35.r ARTICLE 285 

2.35.01 Article 285(1) provides for exemption of 
the property of the Union from State and local 
taxation, "save in so far as Parliament may by law 
otherwise provide". Gause (2) relaxes this limi
tation on State taxation power. It says that Union 
properties, which were liable or treated as liable 
to a tax by any authority within a State immediately 
before the commencement of the Constitution, will 
continue to be so liable until Parliament by law 
otherwise provides, but so long as that tax continues 
to be levied in that State. 

Underlyi11g Principle 

2.35.02 An essential" pre-condition for the har
monious working of a two-tier polity is, that neither 
the National nor the Regional Government should 
have power to make Jaws which are directed against 
and impair the exercise of essential governmental 
func tions of the other. The immunity of the property 
of one government from taxation by another is a 
m anifestation of that principle. To ensure that the 
sm ooth working of the Union-State relations is not 
ma rred by a "tax-war'' between them, Articles 285 
and 289 exempt the property of one government from 
taxa tion by the other. 

Scope of Article 285 
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2.35.031 The object of the Article is not to prevent 
State or local taxation of Union property altogether, 
but to bring it under control of Parliament. The 
exemption granted under the Article extends only to 
Union Government's properties. It does not affect 
the competency of the State Legislature to impose a 
tax directly on the interest of a lessee or occupier 
of Union Properties. 

Issues Raised 

2.35.04 One State Government has pointed out that, 
as a result of the operation of this Article, the munici
palities in that State are losing revenue, though they 
render civic services related to the Union undertakings, 
particularly the Railways. Its complaint is that, 
even in the cases where service charges were payable 
by the Union in terms of circulars of the Union 
Ministry of Finance, amounts were not being paid 
regularly resulting in large outstanding dues of the 
urban local bodies. The State Government has 

also drawn attention to the circulars u of the Minis
try of Finance of the Union Government in tern s c f 
which th:: urban local bodies of State Gcvunmtnt 
can realise service charges, at a rate varying between 
33 percent ~ nd 75 percent of the property-tax rate 
realisable from private individuals, from the Union with 
respect to its properties. In view of these difficulties, 
the State Government has suggested amendment of 
Article 285 to enable the urban local bodies to im
pose rates on the properties of the Union Govern
ment. It has also asked for repeal of the Railways 
(Local Authorities' Taxation) Act, 1941. 

2.35.05 Section 154 of the Government of India 
Act, 1935 exempted the property of the Central 
Government from taxation by Provinces or local 
authorities. However, the proviso contained in Sec
tion 154 enabled the liability existing on 1-4-1937 
to be maintained. until otherwise pro~ided for by 
the Central Legislature. It follows that if any 
property of the Central Government was non-exis
tent on 1-4-1937, or was built or acquired by the 
Central Government subsequently, it would not get 
the benefit of the pro vi so. 

2.35.06 In so far as properties of the Central 
Government. other than the Railways. are concerned. 
the result of the operation of Section 154 of the 
Government of India Act and Article 285, in the 
absence of any legislation, has been to freeze the 
tax liability as it existt.d on 1-4-1937. 

2.35.07 Since the issue has been raised specifi
cally in the context of services rendered by the local 
bodies to the State-owned railways and railway 
properties it is necessary to notice the relevant pro
visions of two central statutes bearing on the point. 
The first is Section 135 of the Indian Railways Act, 
1890 which provides as under : 

.;135. Taxation of railways by local authorilif's.
Notwithstanding anything to the contrary in any 
enactment or in any agreement or award based 
on any enactment, the following rules shall re
gulate the levy of taxes in respect of railways 
and from railway administrat;on in aid of the funds 
of local authorities, namely : 

(1,) A railway administration shall not be liable 
to pay any tax in aid of the funds of any local 
authority unless the (Central Government) 
has by notification in the Official Gazette 

I declared that railway administraticn to b~ 
liable to pay the tax. 

(2) While a notification of the (Central Govern
ment) under clause (1) of this Section is in 
force. the railway administration shall be liable 
to pay to the local authority either the tax 
mentioned in the notification or, in lieu there
of, such sum if any as an officer appointed 
in this behalf by the (Central Government) 
may. having regard to all circumstances of the 
case, from time to time determine to be fair 
and reasonable. 

(64) Ministry of Finance, lette"
(i) 4(2)PF I dt. 28-5-76. 
(ii) 14(1) p. 52 dt. 10-5-654. 

(iii) 4(7) p.85 dt. 29-3-67. 



(3) The (Central Government) may at any time 
revoke or vary a notification under clause (I) 
of this section. 

(4) Nothing in this section is to be construed as 
debarring any railway administ.-ation from 
entering into a contract with any local au
thority fM the sapply of water or light or for 
any other service which the local auth·Jrity 
may be rendering or be Prepared to render 
within any p~rt of the local area under its 
control. 

(5) "Local authority" in this section means a 
I 1cal authority as defined in the Ge·1eral 
Clauses Act, 1887, and includes anv authority 
legally entitled to or entrusted with the con
trol or management of any fund for the main
te-nance of w.ttchmen or for the conservancy 
of a river". 

Various notifications were issued under the above 
p;·ovisions enabling the local authorities to levy 
a tax. However, Section !54 of Government of India 
Act, 1935 p~sed pro blcms in rdation to Railways 
which in the meantime came to be owned by the 
Government of India. Section 135 of the 1890 Act 
could no longer be a1J;1lied to State-owned railways 
in view of the pro vi> ions of Section !54 of the Gov
ernment of India Act, 1935. Section !54 also exemp
ted State-owned railway property from provincial 
or local taxation; except in so far as a Central Lgis
latwn might otherwise provide. The position thus 
was that. until such a law was·: nactcd, no new tax 
could be imposed i·1 re~pect of such property; nor 
could pny exi>ti'lg notification in respect of such a 
property 1-e varied or revoked. The proviso to Sec
tion 154 of the Government of India Act, 1935, 
however, maintained all the taxes payable by virtue 
of notifications i"ued under the Railways Act 
before 1st Ap.-il, 1937, until legislation otherwise 
provided. The said proviso clid not include property 
acquired by the Gov.rnment after 31st March, 
!937. It WJS confined to the p;·operty of the Govern
ment of India which was subject to taxation on that 
date. The local authorities had thus been depriv.:d 
ofrevenuefromtaxation in respect of several railway, 
administrations purchased by the Government after 
31-3-1937 and, in the absence of legislation, were 
likely to lose furth~r revenue in the' future. 

2.35.08 To remove this complaint of the Pro
vinces and the local bodies regarding loss of revenue, 
the Railways (Local Authorities' Taxation) Act, 
1941 was enacted. Section 3ofthesaidActprovides: 

"Liability of railways to ta~ation by local autho
rities. 
(I) [n r~sp~ct of property vested in the Central 

Government, b:ing property of a railway, 
administration shall be liable to pay 
a'IV tax in aid of the funds of any 
local authority, if the Central Government, 
by notification in the Official Gazette, declares 
it to be so liable. 

(2) While a n::Jtification under sub-section (I) 
is in force, the railway administration shall be 
liable to pay to the local authorit) either the 
tax mentioned in the notific •tion or in .lieu 
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thereof such sum, if any, as a person appointed 
in this behalf by the Central Government 
may, having regard to the services rendered 
to the railway and all the relevant ctrcumstan
ces of the case, from time to time dd. rmine 
to be fair and reasonable. The person so 
appointed shall he a person who is or h:~s been 
a Jurlge r>fa High Court or a District Judge". 

Section 4 enables the C0 ntral Govcrnm,·nt, by 
notific 1tion, to revoke or vat v any notifica tinn is ;ucd 
under clause (I) of Section 135 of the Indi.tn Railways 
Act. 1890. This enactment proved beneficial to the 
Provinces and their local bodies as it made the pro
perty of the Railways liabl~ to tax by local bodies, 
even when the property was acquired or built 
by the Government of India after 31st March. 1937. 

2.35.09 It would be pertinent to take note <tt this. 
stage of the effect of States re-organisation Ia ws on 
the liability of the Railways to pay tax s to local 
bodies. The Supreme Court held in the case of the 
City Municipal Council Bcllary66 as und·; r : 

"The property of the Union is exempt from ~Ill 
taxes imposed by a State or by any authonty 
within a State under Cl. (I) of Article 285 unless 
the claim can be supported and sustained w'thin 
the fom corners of Cl. (2). The local autlhHit}, 
however, can r, ap advant:- gc of Cl. (2), only under 
two conditions namely. (I) that it is "that tax" 
which is b:ing continued to be levied an<J..on other; 
(2) that the local authority in "that State" is cb im
ing to continue the levy of the tax. In other 
words, the nature, tYPe and the pt·opcny on 
which the tax was being L vied p:·ior to the 
commencement of ti1c Constitution must be 
the same as also the loc:l autlwrity must 
be the local authority of the "same State" 
to which it belonged before the commence
ment of the Constitution. There docs not seem 
to be any ambiguity in thi; matter and th. re is, 
therefor~;;, no escape from the position th:tt the 
Bellary Municipal Council in the City of Bcllary 
which was a local authority within the State of 
Madras cannot take the advantage of Cl. (2) as 
at the time when it was making the claim f<>r rea
lization of the tax it was a part o ,"the Mysore State". 

2.35.10 The Supreme Court further held in the 
Bellary Municipal Council case that a claim by a 
local authority based on the continued operation of 
Railways (Local Authorities' Taxation) Act, 1941 by 
virtue of Article 372 of the Constitution could not 
be sustained since Article 372 is operative suhject 
to the other provisions of the Constitution and the 
Railways (Local Authorities' Taxation) Act, 1941 was 
not a law made by Parliament. 

2.35.11 The net result of the various developments 
has been that only a few local bodies are today in 
a position to collect taxes in regard to the properties 
of the Central Government. The entire questiOn was 
gone into by the Taxation Enquiry Commission as 
early as 1953, which recommended : 

"In the case of Railways properties and other 
properties of the Central Government used 
for commercial or semi-commercial or 
------·--- ----

(65) AfR 197R Supreme Court !803. 



industrial purposes, e.g.; Posts and Telegraphs, 
the Central Government should pay to local 
bodies contributions equal to the amounts 
which would have been paid, had the general 
an~ services taxes been levied in full. Necessary 
legislation should be passed by Parliament to 
authorise such payments. 

In respect of other properties of the Central Govern
ment, the principles recently adopted by the 
Central Government for making payments 
in respect of "service charges" with effect 
from the 1st April, 1954 may be followed, but 
the principles should be liberally interpreted 
and applied." 

2.35.12 The Government of India, on receipt of 
the .recommendations of the Taxation Enquiry Com
missiOn, agreed to pay charges for services rendered 
to such properties by local bodies in lieu of property 
tax. Subsequently, the Ministry of Finance, Govern
ment of India, issued a circular in 1967 laying down 
the procedure for calculation of such service charges 
as. a percentage of the property tax applicable to 
pnvate properties. However, no legislation, as re
commended by the Taxation Equiry Commission, 
has been enacted by Parliament so far. Most local 
bodies levy specific charges for particular services 
rendered e.g. supply of water. A property tax is 
levied by them to cover not only the cost of the other 
specific services rendered but also the expenditure 
on the total infrastructure maintained by them and to 
generate resources for further development. Levy of 
property tax by local bodies is well recognised as a 
legitimate resource available to them to discharge their 
responsibilities. We have noted above that the Taxa
tion Enquiry Commission recommended a full contri
bution from the departmental undertakings of the 
Government of India like Railways, Posts and Tele
graphs, Telephones, etc. If these undertakings pay only 
a percentage of the property-tax leviable as service 
charges, it implies a subsidy to them, which is contrary 
to the commercial principles on which such under
takings are supposed to function. Moreover, the loss 
to the loca~ bodies has to be made good by increasing 
the liabilities of other beneficiaries of their services. 
This is obviously inequitous. 

2.35.13 Mter a careful consideration of the whole 
matter in relation to the taxation of the Union pro
perties by local bodies, we have come to the con
clusion that no structural change in the provisions of 
Article 285 is called for. ln order to remedy the un
fortunate situation in which the local bodies find 
themselves, a comprehensive law (under Clause (I) 
of Article 285 read with the saving claus~ in Entry 
32 of List 1), analogous to Section 135 of the Railway 
Act, 1890, and Sections 3 and 4 of the Railways 
(Local Authorities' Taxation) Act, 1941 be passed 
makmg hable the properties and administrations of 
all undertakings like Railways, Posts and Telegraphs, 
Telephones etc., of the Union at such fair and 
reasonable rates as may be notified from time to time 
by the Union Government after taking into consi
deration the recommendations of a person, who is 
or has been a Judge of a High Court or a District 
Judge. 

2.35.14 One Union Government undertaking has 
suggested that the exe'Dption from State taxation 
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available under Article 285(1) should be extended to
all taxes in relation to the property of all undertakings 
of the Government of India. In this connection, it 
ma:~; be noted th~t there is a reciprocal provision in 
Article 289(1) which exempts the property and income 
of a State from Union Taxation. However this 
immunity from Union taxation does not exte~d to 
business activities conducted by a State or property 
used or occupied for the purpose of such trade or 
business or any income accruing or arising in con
nection therewith. In re Sea Customs Act••, the 
Supreme Court expressed the view that the immunity 
conferred by clause (1) of Articles 289, extends only 
to direct taxes on property and does not extend to 
~ndirect ~axes "in relation to property" of the State, 
Irrespective of whether the properties were used 
or not used for the purpose of trade or business so 
as. to attract clause (2). The Punjab and Haryana 
JJ:Igh <::ourt, on the analogy of the principle enun
Ciated In re Sea Customs Case6', has held, in a judge
ment dated October 18, 1976, that the limitation 
on the State taxing power under Article 285(1) does 
not extend to the taxation of business activities of 
the Union. The Supreme Court has held in West
tern Coal Fields Ltd., V. special Area Development 
Authority 68 that tbe property owned by a Corpora
tion, whose entire share capital is owned by the Gov
ernment of India, cannot be treated as the property 
of the Union and, as such, immune from State taxa
tion under Article 285(1). We do not find any good 
r!!ason for supporting t~e prop?sal that the exemp
tiOn from State taxatiOn available under Article 
285(1) .should. be extended to all taxes leviable by 
States Ill relatiOn to the property of all undertakings 
of the Government of India. 

2.35.15 In the light of these judicial pronouncements 
we think that tbe constitutional provisions in Ar: 
ticle 285(1) and 289(1), which exempt tbe properties 
of the Union and States from taxation by each other 
are well-balanced and reasonable. We do not find 
any good reason for supporting the proposal for 
amending Article 285(1) in order to exempt the pro
perties of the Union Government undertakings from 
indirect taxes in relation to them leviable by States. 

36. ARTICLE 289 

2.36.01 One State Government has suggested 
onuss10n of clauses (2) and (3) of Article 289. The 
argument is that these clauses mete out unfair 
discriminatory treatment to the States in the matte~ 
of exempting their property and income from Union 
Tax~tion. I~ is submitted that. "under Article 289(2). 
Parliament IS empowered to Impose any tnx in res
pect of a trade or business of any kind carried on by 

. or on ~ehalf of, the Governm~nt of a State. or any 
operat,ons connected thereWith ........ Notwith-
standing clause (3) of Article 289 which again gives 
tbe pJwer to the Parliament to make law to declare 
any trade or business as being indicental to the or
din~ry functions of Government, yet this provision 
by It"elf creates discrimination". It is pointed out 
that on the other hand (under Article 285), no tax 

(66) (1964) 3 SCR 787 
(67) 1917, T,,xL.R.1713 Pb.(DB) 
(68) (1982) 2 SCR I 



is contemplated on the income from the occupational 
·or trading operations of the Union. In this behalf 
referrence has been made to Andhra Pradesh Road 
Transport Corporation V. ITO••. The proposed 

·omission of clauses (2) and (3), it is argued, would 
place "both the Union and the States at par in so 
far as their occupations, particularly in the matters 
of trade and business are concerned". 

2.36.02 Article 289(1) is, in a sense, a counter· 
part of Article 285(1 ). Whereas 285(1) exempts the 
property of the Union from State taxation, Article 
289(1) exempts the property and income of a State 
from Union taxation. Clause (2) of Article 289 
carves out an exception to clause (1). It enables the 
Union by Ia w to impose tax in respect of trade or 
business carried on byoron behalf of the Government 
of a State, or any property used for the purpose of 
trade or business or any income accruing or arising 
in connection therewith. Clause (3) empowers Par· 
liament by law to exempt any trade or business 
activity of a State from Union taxation by declaring 
that it is incidenta I to the ordinary functions of Gov· 
ernment. 

2.36.03 It will be seen that, in Article 285, there 
is no provision analogous to clauses (2) and (3) •• 
of Article 289. It has been held by the Supreme 
Court that even a public utility service systemati· 
cally undertaken by a Government, with a profit 
motives, would be a 'trade or business' within the 
cont~mplation of clause (2) of Article 289. It can be 

exem;>bd from Union taxation if Parliament declares 
under clause (3) that it is incidental to the ordinary 
functions of Government. 

S11preme Court in Re Sea Customs Act 

. 2.36.04 The scope of Article 289(1) directly, and 
of Article 285(1) incidentally, came up for considera· 
tion befor~ the Supreme Court in re Sea Customs 
Act, 1878". Prior to 1962, the State properties enjoy· 
ed exemption from Union taxation, whether direct or 

. indirect. In 1962, a draft Bill was introduced in Par· 
Iiament for amending Section 20 of the Sea Customs 
Act, 1878, and Section 3(1A) of the Central Excises 
and Salt Act, 1944. The object of the amending Bill 
was to enable the Union to impose customs duty and 
excise duty of salt manufactured by the States. 
The States opposed this measure. The President 
referred the matter under Article 143(1) to the Sup
reme Court for opinion. The Supreme Court opined 
thlt having regard to the scheme of the Constitu· 
tion, a tax 'on property' and a tax 'in relation to 
property' were two different things. Therefore, the 
imm1nity from taxation granted under Article 285(1) 
to the property of the Union, and under Article 289(1) 
to the property of the States, was restricted to direct 
taxes 'on property' and did not extend to indirect 
taxes 'in relation to property', such as, export duty, 
~xcise duty etc. 

2.36.05 It may be noted that, while from one as
pect, the Court opinion appears to have enlarged 

(69) (1964) 1 SCR 17 
(70) SltY• N~rain Sinllh V. District Engineer, P. W. D.; 

AIR (1962) S. C.l161. 
(71) (1964) 3 SCR 787 
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~he taxing powers of the Unic;m qua State property, 
tt has from another . standpomt, by restricting the 
exemption under Arttcle 285, to taxes 'directly on 
property' laid down several activities of the Union 
'in relation to' its property to tax, which the States 
~ight impose under list. II .. Sal~s-Tax is a typical 
mstance of such a tax, whtch ts levted on a transaction 
of sale in relation to property and not one on the 
property, itself. 

Property of Corporations not exempt under 
Article 285 (1) or Article 289 (1) 

2.36.06 It is further noteworthy that the exemption 
frof!l taxation under Articles 285(1) and 289(1) is 
avatlable only to the property of the Union or of the 
States, respectively. It does not extend to the 
property or income of companies or corporations 
which are juristic entities, even though they may 
be wholly owned or controlled by the Union or a 
State. In A. P. Road Transport Corporation V. ITO'", 
the Supreme Court held that the income of the 
Andhra Pradesh Road Transport Corporation, es
tablished under the Road Transport Corporation Act 
1950, is not the income of the State of Andhra Pra~ 
desh within the meaning of Article 289(1) and as 
such, was not exempt from Union taxation. It was 
not considered necessary for the decision of that 
case~ to go to clauses (2) and (3) of Article 289. 

2.36.07 In Western Coal Fields V. Special Area 
Development Authority", the Supreme Court held 
that exemption conferred by Artcile 285(1) cannot be 
claimed by companies and corporations owned by 
the Union. 

2.36.08 The· conclusion that emerges from the 
above conspectus is that, in the matter of granting 
exemption to the property of the Union or of the 
States from taxation by each other the Constitution 
does not make unreasonable discrimination against 
the States. So far as indirect taxes'relating to property'. 

· as distinguished from taxes 'on property' are con
cerned, both the Union and the States for the pur
pose of the exemption stand on the same footing. 
Though the provisions of clauses (2) and (3) of Article 
289 Rpply only to the trade activities of the States 
and, as such, are unique, there is a rational basis 
for this differentiation. Income from business or' 
trading activities of a State are like the income of any 
private business concern liable to income-tax. 
The goods manufactured by a State concern are 
also liable to excise duty. There is no reason to give a 
favourable treatment to the goods manufactured by a 
State as part of its commercial activity, in the matter 
of its liability to excise duty from those manufac
tured by any other private industrial concern. Lea
ving aside the case of some maritime States, these 
are the main taxes which are imposed on the income 
and the manufacturing activities of any business 
concern. Both these taxes though levied by the 
Union, are compulsorily or optionally shareable with 
the States. Indeed, as much as 85% of the net 
proceeds of income-tax and 45% of the net proceeds 
of the Union excise duty, on the recommendation 
of the Finance Commission", are now being trans-

(12) (!964) 1 SCR 17 
(73) (1982) 2 SCR I 
(74) Vffith Finance Commission. 



!erre-d to the States. If the trading or business ac
tiviti~s of the States who have gone into it in a big 
way, are exempted from income:tax and excise duty, 
the scheme of the Constitution governing distribu
tiOn of revenues will sd distorted. The flow of the 
proccc'ds of i11come-ux a11d excise duty i11to the 
divisibk pool will dwindle. The conseque11t shrink
age of the pool will jeopardise the capacity of the 
Unio11 to transfer resources, particularly, to the 
economically weaker States, 011 equitable basis. 

2.36.09 Clause (3) of Article 289 empowers Parlia
me!lt to declare by law that any trade or busi11ess 
would be taken out of the purview of clause (2) 
a11d restored to th' area covered by clause(!). l11come 
from ordi11ary fu11ctions of the Sto te arc exempt from 
U ni.:l!l taxation by virtue of clause (l ). Eve•1 though 
i11come from trade or business is not exempt, clause 
(3) eaables such exemptio11 to be give11 by Parliament 
ill respect of income from trade or busi11ess i11cidental 
to the ordinary functio11s of Government. This is 
the rationale of clause (3) of the Article. We are, 
therefore, of the view that no case has bee11 made out 
for the proposed testructuring of Article 289. 

2.36.10 As regards the functional aspect of clause 
(3), it may be observed that the concept of the govern
ment:ll functions of a modern welfare State is not 
easy to defi11e. It is not a static notion. The public 
utility services rendered by the State are progres
sivdy proliferating. Many of such services or wel
fare activities judged by the orthodox standard of 
'pr~.lt ffi·,Jtiv.!' rna1 L;)l within til~ wirf~.? ph:cse, 
'tr"' 'c c'" bu,i'l ·ss , (any kind', used in clause (2). 
The vast expa11sion ill the socio-ecO'lOmic responsi
bi!i•ies of a welfare State to build an eQa]iterian 
society, has blurred the distinctio11 bet~een the 
'ordinary' a11d 'incidental' functions of Government. 

2.36. I I Cases may arise, particularly in the 
mod~rn context where States may feel aggrieved on 
accou11t of taxes imposed by the Union on the trade 
or business i11 terms of clause (2) of Article 289. 
The scheme of the Constitution envisages remedial 
actio11 u11der clause (3). We recommend that where 
on~ or more State Govemments feel aggrieved on 
account of any action of the Union Govemment 
covered by clause (2) of Article 289, adequate consul
tation should be held with the State Governments or 
the National Economic and Development Council 
proposed by us and actio11 taken to afford relief 
i11 terms of clause (3) of Article 289. 

37. ARTICLE 286 

Article 286 

2.37.01 One State Government has suggested that 
the power of Parliament u11der clause (3) of Article 
286 should not be exercised except in consultation 
with the States. Another State Government has asked 
for am~ndmcnt of Article 269 to ensure that the taxes 
mentioned therein are levied by the U11ion but are 
collected by the States themselves. One regional 
Party has suggested that Entries 92A and 92B from 
List I be omitted and from the connected Entry 54 
of List II, the words, "subject to the provisions of 
Entry 92A of List I" be deleted. This proposal would, 
!Jy im!)lication, involve consequential changes in the 
rebb.l provisions. 
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Related constitutional provisions 

:!.37.02 The relevant provi> ions which i mpo: e res
traints on the State taxation power in _the matter .of 
sales-tax are contained in Entry 54 of List II, Entnes 
92A and 92B in List I read with Articles 269(l)(g) 
& (h) and 286. 

2.37.03 Entry 54 in List II empowers the State 
Legislatures to impose taxes on the sale or purchase 
of goods other than newspapers. It is ex]Jressly subject 
to the provisions of Entry 92A of List I. Under 
E11try 92A, Parliament may tax sale or purchase of 
goods other tha11 newspapers, in the c~urse of mter
State trade or comm~rce. Entry 9:!B of Ltst ~empowers 
Parliament to impose "taxes on the cons·gnment of 
goods (whether the co11signment is to the person 
makin" it or to any other person), where such consign
ment takes place in the course of inter-State trade or 
commerce". 

2.37.04 Article 269 contains provisions for the as
signment of the taxes imposed by the Union under 
Entries 92A and 92B to the States. 

Clause (I) of the Article 286 precludes the States 
from imposing by law a tax on the sale or purchase of 
goods where such sale or purchase takes place-

(a) outside the State, or 

. (b) in the course Qf .import of goods into, _or export 
of the goods of, the territory of Imha. 

Clause (2) of the Article enables Parliament to for
mulate by law principles for detcrminiPg when a sale 
or purchase of goods takes place in any of the ways 
mentioned in clause (!). Clause (3)(a) of Article 286 
makes the legi:lative PO\•. er of the States to impose tax 
on sale or purchase of goods which are declared by 
Parliament by law to be of special importance in 
inter-State trade or commerce. subject to the restric
tions and conditions imposed by Parliament, even 
though such sale does not take place in the course of 
i11ter-State trade or commerce. A tax under sub
clause (b) of clause (3), al,o. i~ subject to the same con
ditions and restrictions as hc:·:iamcnt may by law 
impose. 

2.37.05 The objection is confined to Entries 92A, 
92B of List I, that portion of Entry 54 ?f List II 
which makes it subject to Entry 92A of List I, and 
the reHed provisions i11 Article 269 and 286. The 
provisions in question were not there in the original 
Constitution. Instead of the prese11t clause (2) of 
Article 286, there was a11 'explanation' appended to 
clause (I). The original clause (2), inter alia, provic'ec! : 
"Except in so far as· Parliament may by law otherwise 
provide, no law of a State shall impose ...... a tax 
on the sale or purchase of any goods where such sale 
or purchase takes place in the course of inter-State 
trade or commerce ........ " The 'expla11ation' ap-
pended to the original clause (I) was couched in a very 
ambiguous language and gave rise to confficting inter
preta•ions. In State of Bombay V, United Motors 
(India) Ltd' 6 the Supreme Court interpreted this. 
Explanation as providing "by means of legal fiction 
that the State in which the goods sold or purchased are 
actually delivered for the consumption therein, is 

(75) 195J SCR 1069. 



the State in which the sale or purchase is to be consi
dered to have taken place, notwithstanding (that) the 
property in such goods passed in another State". 
As a result of the applic: tion of this 'delivery-cum
consumption' test, devised by the Supreme Court, 
the op~ration of the original clause (2) was largely 
stultified. It also created problems in the trading cir
cles. 

In Bengal Immunity Co. V. State of Bihar '" decided 
on September 9, 1955, the Sup1·cme Gmrt over-ruled 
its earlier decision in the United Motors case. There
upon, Parliam'l1t passed the Sales Tax Laws Valida
tion Act, 1956 to validate the imposition of sales tax 
which would have been rendered invalid as a result 
of the subsequent Court decision. The final result 
was that inter-State sales made after September 6, 
1955 could neither be taxed by the State of despatch, 
nor by the State in which the delivery was made till 
Parliament by law otherwise provided. This led to 
revenue loss resulting from non-taxation of inter
State s 1les. 

2.37.06 On ·the recommcnde• ion of the Taxation 
Enquiry Commission 77 (1953-54), the Constitution 
(Sixth Amendment) Act, 1956 and the Central Sales 
Tax Act, 1956 we•·e enacted. The Sixth Amendment 
inserted £entry 92A in List I and restructured Article 
286. It made Entry 54 of List II subject to this new 
Entry 92A. This amendment also inserted sub
clause (g) in clause (I) of Article 269. The Forty-Sixth 
Amendment of the Constitlltion (1982) inserted Entry 
92B in List I and made consequential insertion in Ar
ticle 269 with resnect to assignment of the tax proceeds 
under the new Entry 92B to the States. It also expan
ded the definition of 'Sales-tax' by inserting the new 
clame (29A) in Article 366. 

2.37.07 From a conspectus of the relevant provi
sions, it is clear that the entire net proceeds of the 
taxes that might be levied by the Union under Entries 
92A and 92B of List I in accord:mce with sub-clauses 
(g) and (h) of Article 269(1), are assigned to the 
States. The limitations imposed under Article 286 on 
the taxation rower of the States ultimately rebound 
to the fiscal advantage of the States. The broad three
fold object of these provisions, as they stand after the 
aforesaid Constitutional amendment, is -

(i) to prevent, as far as possible, multiple taxation 
of the same transaction by different States in 
the course of inter-State trade or commerce, 
the accumulated burden of which ultimately 
falls on the consllmer 

(ii) to e11sure uniformity in taxation at a relatively 
lower rate on sale or purchase of goods of spe
cial importance in inter-State trade, and 

(iii) to plug the loopholes in the law through which 
some sales might escape assessment, and to 
enla•ge the powers of the States to levy sales
tax by expanding the definition of sales-tax to 
cover transactions in the nature of works con
tract or hire-purchase. 

2.37.08 In short, the ultimate benefit of the opera
tion of the questioned provisions accrues wholly to the 

(76) 1955 (I) SCR 603. 
(7n Report of the Taxlti<>n Enquiry Cnmmis.ion (1953·54) 
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States. We find no merit in the demand for omission 
or making any structural change in any of these pro
visions. Howe\"cr, since Entries 92A and 92B of List 
I have an inter-face with Lntry S4 of List II, the for
mulation of law of policy in respect of these subjects 
is a matter of common interest to the Union and the 
States. 

2.37.09 We recommend that before a law is passed 
by Parliament by virtue of clause (3) of Article 286 
read with Entries 92A and 92B of List I, the State 
Governments and the National Economic and 
Devdopmcnt Council (proposed by us to be reconsti
tuted under Article 263) 78 should be consulted and 
the resume of their comments should be placed 
before Parliament along with the Bill. 

38. ARTICLE 288 

2.38.01 One State Government has urged that 
Article 288(2) be so amended as to ensure that the 
Legislature of a State may impose a tax in respect 
of any water or electricity stored. generated, consumed, 
distributed or sold by any allthority, whether sub
servient to the Central or State Government. How
ever, it has not formulated its proposal in precise 
terms. We, therefore, take it that the plea is for 
exclusion from this clause of those expressions which 
make the previous assent of the President. a pre
condition for giving validity and effect to a State 
legislation imposing a tax mentioned in clause (I) 
of the Article. 

2.38.02 Entry 53 of List TI read with Article 
246 empowers a State Legislature to impose "taxes 
on the consumption or sale of electricity", irrespective 
of whether it is generated. sold, or consumed by 
Government or by any other person. Articles 287 
and 288 put limitations on this power. Article 287 
prohibits a State Legislature from imposing a tax 
on the consumption or sale of electricity (whether 
produced by a Government or other person) which is 
(a) consumed by or sold to the Government of India 
for consumption by the Government, or (b) consumed 
in the construction, maintenance or operation of any 
railwav. However, this restraint may be removed by 
Parliament by a law securing that the price of the 
electricity sold to the Government of India shall be 
less by the amount of the tax than the price charged 
to other consumers of a substantial quantity of elec
tricity. 

2.38.03 Article 288(1) provides : "Save in so far 
as the President may ey order otherwise provide, no 
law of a State in fore- immediately before the commen
cement of this Constitution shall impose, or authorise 
the imposition of a tax in respect of any_wa_ter or 
electricity stored. generated, consumed, dtstnbuted 
or sold by any authority established by any existing 
Jaw or any law made by Parliament for regulating or 
developing any inter-State river or river-valley". 
Clause (2) empowers a State Legislature to impose 
tax mentioned in clause (\), but no such law shall 
have any effect unless i.t has, after hav!ng been re.ser
ved for the consideratiOn of the Prestdent, recetved 
his assent. This requirement as to the Presidential 

(78) Chapter IX on "Inter·Governmental Council Article 
263" : P.lra 9.•.n7. 



ao;sent is a:;~iicab!e to rules or o~der~ m'ide under 
the a'.l~h:>rity of such law p~oviding for fixation of 
rates o: o:h~r incid~nts of such tax. 

2.33.0t It is nil:ewoithy th'lt the subject of tau
t ion under Ar:icle 288(2) is 'water or electricity stored, 
g~nerated, cansumed, distributed or sold by an autho
rity estab'.ished by an existing law or any law made 
by Parlia nent for regulating or developing any inter
State river or river-valley", The basis for the restric
tion imn:>sed by Article 288(2) on the legislative power 
of States. therefore, is a corollary of the do~trine 
of 'inter-gwernm~nta\ tax immunities'. However, 
such r.::strictions would stand lifted and the State 
legislation validated if it receives President's assent. 
The subject of taution under this clause is a matter 
of inter-State 'Utility' and, as such, of national con
cern. The President's assent ensures that the con
cerned legislation of the State would not op~rate to 
the detriment of inter-State interests or cast unjusti
fiable burdens on the cost of generation, storage, 
consumo!ion, distribution of water or electricity. 
or otherwise imo:1ir the arrangements relating to th! 
regulation and developm~nt of the inter-State river 
or river-valley by the Union authority. The previous 
assent of the President as a pre-requisite for giving 
validity to a State legislation imposing tax under 
clause (2) of the Article, serves a very wholesome 
p:~•i):»e in this area of inter-g:>vernmental interest. 
We fin:i no justification for suggesting restructuring 
of clau>e (2) of Article 288 so as to eliminate there
from this requirement. 

39. ARTICLE 293 
12.3').01 Issu!s relating to Article 293 have b-;en 

dealt with in th~ Ci'ln:er on 'Financial Relations'. 
" We have not recilmm~nded any structural change 
in this Ar:icle. However, recomm~ndations with 
respect to the fuo.~cional aspect of the provision have 
been made. • 

4J. ARTICLE 3'H(b) 

2.4J.OI ··s:>:n~ s~ate Go·fernm~nts and a political 
pl"iY hwe :l>'(·!i f.): o:n'ssion of Article 304, and, in 
the a'tern:ltin, for deletion of the Proviso to Article 
30t(o). T.1, arg•J.n~nts :1.dvannc~d ar~: 

"Wh!th~r th~ restrictions im:;~:lsed by an ~Act 
of a State L~gislatur., on the freedom of trade 
and camm ~rce are reasonable and whether they 
are in th~ public interest for p:~rp:lses of \Article 
30~(b) are questions to b~ decided ultimately by 
th~ High C~urt or Sup:eme Court. If the High 
Court finds that the restrictions are unreasonable 
or op;nsed to th~ p'.lblic interest, previous sanction 
of th! President or his subsequ~nt assent cannot 
cure the infirmity. If the legislation Is otherwise 
valid and the restrictions are reasonable and in 
the pablic interest, his previous sanction will be a 
sup~rlluity. In any case the requirement relating 
to the previous sanction of the President directly 
encroaches on the field a >Signed to the State Legis
lature .... ". 

Inter-State Trade 
2.4).02 Pa•t X([[ of the C~n>titution contains 

p:o•isioas relating to "Trade, Commerce and Inter-

(79) c:u;>ter X. 
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course within the Territory of India". It comprises 
seven Articles - 301 to 307. Article 301 provides 
that "subject to the other provisions of this Part 
trade, commerce and intercourse throughout the 
territory of India shall be free". Article 302 empowers 
Parliament to impose restrictions 80 on trade, 
commerce and intercourse. Article 303(1) ordains 
that neither Parliament not a State Legislature shall 
have power to m'lke any law giving any preference 
to one State over another or discriminating between 
one State and another by virtue of any entry relating 
to trade or commerce in the Legislative Lists. Not
withstanding the principle of freedom of inter-State 
trade declared in Article 301, clause (a) of Article 
304 permits the Legislature of a State by law to ~ax 
goods imported from the other States or Umon 
Territories. However, this taxing power of the State 
is subject to the limitation that no discrimination is 
made between goods imported from other States and 
similar goods manufactured or produced within the 
State. Clause (b) enables the Legislature of a State 
by law to "impose such reasonable restrictions on the 
freedom of trade, commerce or inter-course with 
or within that State as may be required in the public 
interest : Provided that no Bill or amendement for 
the purpose of clause (b) shall be introduced or moved 
in the Legislature of a State without the previous 
sanctjon of the President". 

Whether 'restrictions in article 304 (b) include 
A 'Tax' 

2.40.03 There is some divergence of opinion as to 
whether the expression 'restri~ions' used in this 
clause (b) includes a tax. Prior to the decision 
of the Supreme Court in Atiabari Tea Co. Ltd. 
V. State of Assam •t,. some High Courts had held 
that no question of violation of the provisions of 
clause (b) arises when a State Legislature exercises 
its legislative power under the State List with respect 
to a subject other than 'trade, commerce or inter
course'. In Atiabari case, the Supreme Court by a 
majority of 4 : 1 reversed this view. In Automobile 
Transport Rajasthan Ltd. V. State of Rajasthan 82, 

a seven-Judge Bench of the Supreme Court partially 
over-ruled the decisions in Atiabari Case in so far 
~sit had held that if the State Legislature wanted to 
imDose a tax in order to maintain roads that could 
only be done after obtaining the sanction of the 
President as provided in Article 304(b). However, 
it did not make a complete departure from the ratio 
of Atiabari Case in as much as it had held that taxes 
other than compenesatory taxes, can amount to a 
'restriction' on trade and commerce within the contem· 
plation of clause (b) of Article 304. 

2.40.04 The correctness of these decisions has 
been questioned by eminent authors of commentaries 
on the Indian Constitution. In G. K. Krislman V. 
State of Tamil Nadu ••, Mathew J. observed : 

(80) The Sooreme Caurt h1s held th1t although the word 
're;tdc ion;' in A ·dele 3')2 h 1.s n:>t b.!tn e>C';)te;sly qJ.alified by 
orefi.-<:ing th~ W.Jrd' re l ;on 1hle', y.:t it is evident that reitrictions 
CJntemph.ted by it m 1 ;t b~ 1r a rl! tson1ble nexus wi:h the need 
ta {e~V¢ uOJblic inte:ca". (P;aa lc¢ and Oil Mills Vl. Union 
( 1978) 3 SCR 293). 

(81) 1961 {l)SCR 809. 
(82) 1963 (I) SCR 491. 
(83) (1975) 2 SCR 715. 



"Article 304(a) prohibits only imposition of a db
criminatory tax. It is not clear from the Article that 
a tax simpliciter can be treated as a 'restriction' on the 
freedom of internal trade. Article 304(a) is intended 
to prevent discrimination Bgainst imported goods by 
imposing on them tax at a higher rate than that borne 
by goods produced in the State". The learned Judge 
further pointed out : "A discriminatory tax against 
outside goods is not a tax simpliciter but is a barrier 
to trade and commerce. Article 304 itself makes a 
distinction between 'tax' and 'restriction'. That 
apart, taxing powers of the Union and States are 
separate and mutually exclusive. It is rather strange 
that power to tax given to States, say, for instance 
under Entry 54 of List II to pass a low imposing tax 
on sale of goods should depend upon the goodwill of 
the Union executive". 

Narrow scope of article 304(b) 

2.40.05 Be that as it may, the Court decisions, 
including those in Atiabari and Automobile cases, 
have considerably narrowed down the scope of the 
expression 'restriction' in Article 304(b) by giving a 
restrictive meaning to the terms 'trade', 'commerce' 
and 'intercourse', and by holding that only those 
measures which directly and immediately impede 
the free movement of trade, would fall within the 
ambit of 'restriction'. Further, they have excluded 
regulatory measures and compensatory taxes-cons
strued in their widest amplitude from the purview L of 
Articles 301 and 304(b). . 

Object of article!304(b) 

2.40.06 The broad object of the proviSions of 
Articles 301 and 304 is to ensure that the commercial 
unity of India is not broken up by physical and fiscal 
barriers eracted by the State Legislatures through 
parochial or discriminatory exercise of their powers. 
The proviso to Article 304(b) enables the President 
to ensure, at the initial stage, that the State Legislation 
does not, by imposing unreasonable restrictions on 
trade, commerce or intercourse, endanger the com
mercial unity of the nation. It is true that clause (b) 
is not confined to inter-State trading activities, it 
extends to trade within the State, also. But intra
State trading activities often have a close and substan
tial relation to Inter-State trade and commerce. 
State laws , though purporating to regulate trade 
within a State, may have inter-State implications. 
They may impose discriminatory taxes or unrea
sonable restrictions which impede the freedom of 
inter-State trade and commerce. That is why, both 
inter-State and intra-State trade have been made the 
subject of limitations on State legislative power 
under Article~ 304(b ). 

2.40.07 Whether a State legislation imposes in 
the public interest reasonable restrictions on trade 
and commerce, is, no doubt, a question which is to 
be decided ultimately by the High Court or the 
Supreme Court, But, such legislation is not auto
matically, as a requirement of law, referred to the 
court for pronouncing on the reasonableness or 
otherwise of such restrictions. The Courts take 
cognizance only of cases brought before them in 
accordance with the prescribed procedure by liti
gants having the necessary locus standi. Judicial 
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review is thus not an adequate substitute for the 
consideration of a State Bill by the President, at the 
pre-introduction stage, or, there<·. fter before it becomes 
law. If, on such scrutiny, the President finds thal 
the State Bill patently contravenes the provisions of 
Article 304(b), or otherwise attempts to impose 
an unreasonable restriction, he may withhold assent 
therefrom or he may return it with a message for 
reconsideration by the State Legislature. However, 
no instance of a Bill reserved under the Proviso to 
clause (b) of Article 304, which might have been 
vetoed by the President, has been cited. 

2.40.08 For these reasons, we cannot supporl 
the demand for amendment of Article 304, or omis
sion of the Proviso to its clause (b). 

41. ARTICLE 368, CRITICISM 
AND SUGGESTIONS 

2.41.0 I· Only one State Government has suggested 
that Article 368 should be amended to provide that : 

(1) The Constitutional Amendments in general 
shall require also ratification by not less than 
one half of the States; and 

(2) the amendment of specified Articles pertaining 
to the basic structure of the Constitution shall 
require ratification by not less than two-thirds 
of the States. 

It -has, in support of the above proposals obser
ved : 

"There will be nothing wrong if by a Constitu
tional amendment a particular matter is transferrred 
from the jurisdiction of the States to that of the 
Union when new developmentsin the Indian economy, 
society or polity fully justify this. But Constitu
tional amendments of the kind undertaken as part 
of the motivated drive of the country's dominant 
supranational forces to undermine the jurisdiction 
and significance of the States as the homelands of 
different emerging and emerged Indian nationalities 
by converting the country increasingly into an 
essentially unitary State must be resisted and made 
more difficult. The ultimate safeguard against such 
amendments necessarily has to be the strong political 
awareness of the electorate with regard to the true 
significance of such amendments, reinforced by the 
prevalence of a climate of freedom, rule of law and 
cooperative federalism. But it will also be neces
sary to amend Article 368 to provide for greater 
say to the Stotes in Constitutional" Amendments". 

Proceedings in the constituent assembly 

2.41.02 The questionnaire issued by the Cons
titutional Adviser in March 1947 invited suggestions 

·in regard to the amending procedure to be adopted. 
The replies received recognised the need for a special 
procedure for amending the Constitution. Some of 
the proposals were complicated and included a 
suggestion that all amendments to the Constitution 
should be first approved by a two-thirds majority 
in each House of Union Legislature and that no such 
proposal would take effect unless it was also approved 
by the Legislatures of not less than two-thirds of 
the Units. 



Obsenations of the Drafting Committee 

It was, however, realised that the procedure 
should not be made unduly complicated or rigid. 
The Chairm:m of the Drafting Committee, while 
mtroducing the Draft Constitution. observed · "' 

"The provisions of the Constitution relating to the 
amendment of the Constitution divide the articles 
of the Constitution into two groups. In one group 
are placed articles relating to (a) the distribution of 
legislative powers between the Centre and the States, 
(b) the representation of the States in Parliament, 
and (c) the powers of the courts. All other articles 
are placed in another group. Articles placed in the 
second group cover a very large part of the Cons
stitution and can be amended by Parliament by a 
double majority, namely a majority of not less than 
two-thirds of the members of each House present 
and voting and by a majority of the total member
ship of each House. The amendment of these 
articles does not require ratification by the States. 
It is only in those article which arc placed in the 
first group that an additional safegu~rd of ratification 

by the states is introduced, one can therefore safely 
sav that the Indian federation will not suffer from 
the faults of rigidity or legalism. Its distinguishing 
feature is that it is a flexible federation." 

2.41.03 The Constitution prm ides three modes 
of altering its provisions : 

I. Firstly, quite a number of provi ions or matters 
in the Constitution can be altered by a simple majority 
vote of Parliament. Most prominent of these are :-

(i) Artilces 2, 3 and 4- admission or establishment 
of new States into the Union : formation of new 
States and alteration of ar~as. boundaries or 
names of existing States and making such changes 
in the First Schedule and the Fourth Schedule 
and in any other provisions of the Constitution 
as may be supplemental, incidental and conse
quential to give effect to the laws made under 
these Articles. 

(ii) Articles 168 and 169-creation or abolition of 
Legislative Council in a State and consequent 
alteration in Article 168. 

(iii) Provisions of the Fifth and Sixth Schedules 
relating to the administration of Scheduled 
Areas and Scheduled Tribe,. 

(iv) Article 343(2) as regards the timelimit of 15 
years specified therein. for the of English. 

No alteration or change made bv this mode is 
to be deemed an amendment or tlie Constitution 
for the purpose of Article 368. 

II. Provisions or matters, the alteration of 
which is not permissible by a simple majority vote 
of Parliament and which do not fall within the 
purview of the proviso to clause (2) of Article 368, 
may be amended by means of a Bill passed in each 
House of Parliament by a majority of the total 
membership of that House and by a majority of not 

(84). Rao, B. ShiVd : "The Fr:mlirw '·I· J JtJi.t"..; c._)Jl'),i.u
tion·\ V.•l. V. P. 8~9. 
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less than two-thirds of the Members of the House 
preseent and voting. 

Ill. The third group is comprised of provisions 
mentioned in the proviso to clause (2) of Article 
368. These are as follows : 

(a) Art ides 54 and 55-manner of election of the 
President; Articles 73 and 162-extent of the 
executive pm\er of the Union and the States; 
Article 241-High Courts for Union Territories. 

(b) Chapter IV of Part V-The Union Judiciary; 
Chapter V of Part VI-The High Courts in the 
States; Chapter I of Part XI-Legislative Rela
tions between the Union and the States. 

(c) Lists I, II and III in the Seventh Schedule. 

(d) Representation of States in Parliament. 

(e) Provisions of Article 368 itself. 

A Bill for amending any provision in Group Ill, 
also, has to be passed by Parliament by a double 
majority-as in the case of an amending Bill relating 
to Group H-and followed by ratification by Legis
latures of not less than one-half of the Staks. 

2.41.04 The problem of devising a mechanism for 
amendment of a Constitution which envisages more 
than one level of Government, is, how to reconcile 
the rival claims of rigidity and flexibility. The former 
preserves continuity and stability, the latter facilitates 
adaptation and reform. If the scales are too heavily 
tilted in favour of rigidity, it tends to make the system 
immutable and out-dated in a changing wurld. If 
on the other extreme it is too flexible and pliant, the 
system tends to become something like a c.1< ngding 
chang_ing shape with every passing gust of political 
wind. The Constitution-makers avoided these 
extremes. They chose a middle, but trifurcated, 
course. They conceived of three groups of constitu
tional provisions for adopting a three-way alteration 
process. The rationale for this grouping and adopt
ing different modes .-f a! ering provisions in each 
group, is that all the provtstons in our elaborate 
Constitution are not of the same substantive signi
ficance to its structure. Many of them are matters 
of mere form or procedural details ; or are otherwise 
, f a subsidiary, incidental or tratbitional character. 
Provisions of this kind which are of a non-funda
mental character, have been kept outside the pale 
of Article 368 and can be altered in the same manner 
as any Union law, by a simple majority vote of Parlia
ment. All such matters for the purpos · of this dis
cussion have been placed by us in Group I. 

2.41.05 Most Articles in the Comtitution-not 
covered' by Group 1-are matters of substance. For 
the purpose of amendment under Article 368 these 
; <·V~ been plc•c,-d in a ,, p:•r:-tc grotq·, nnmb,rctl 
II by us). These provisions can be amended by 
Parliament by a double majority, as described above 
in paragraph 2.41.03, sub-para li. 

2.41.06 A few provisions which were considered 
of crucial importance in the scheme of distribution of 
powers between the Union and the States on the 
federal principle, or were otherwise considered vital 
to the two-tiered polity, have been placed in another 



group, vide Proviso to Article 368(2). The process 
for amending the provisions in this group, is more 
stringent than the one applicable to Group II. In 
?ther words, while the process for amending matters 
Ill Group II balances the considerations of flexibility 
and rigidity on an even fulcrum, the one provided 
for Group III registers a r~asonable tilt in favour of 
rigidity. 

2.41.07 While suggesting that the amendment of the 
Articles constituting the basic structure of the Consti· 
tution must be ratilied by at least 2/Jrds of the total 
number of Stat0s, tl1e State Government has not 
identifi<Jd such Articles. However, in a subs"quent 
paragr.tph of its Mcnwrandum, while reitorati11g the 
umc suggestion, it has, instead of the expression 
"basic structure", us·Jd the words "Articles bearing 
on the Union-State relations". If that be the true 
import of the suggestion it has been very largely met 
by the provis:> to clause (2) of Article 368-the short
fall in ratification being only as respects l/6th of the 
total number of States. 

3.41.03 It may be reiterated that the main provi
sions governing Union-State relations in the legisla
tive and executive spheres have been specified in this 
proviso and every amendment of these provisions, 
passed by Parliament with the requisite majority, is 
required to be ratified by the legislatures of not less 
than one-half of the States. If, as suggested by the 
State Government, the requirement as to ratification 
by one-half of the States, is cngrafted on the process 
prescribed for amendi11g the provisions in Group II, 
and the word "one-half" occurring in this Proviso is 
replaced by the expression "2/Jrds", it will make the 
process of amending matters in Group II needlessly 
rigid and those in Group Ill very difficult. Yet, every 
Con~titution, however carefully conceived and skill
fully framed, needs to be adapted and attuned to the 
march of time. It is fairly conceded even by the State 
Government that there will be nothing wrong if by a 
Co:tstitutivnal amendment, a particular matter is 
transferred from the juris·Jiction of the States to that 
of the Union when new developments in the economy, 
s~ciety or polity fully justify this. 

2.41.09 Amendment is the primary method of making 
ch:~nges or r!.!form'i in a C~1nstitution. Experience of 
the United St:ttes of America holds a les~')n that if 
this pri,nvy channel for amending the Constitution 
is hemmed in by too rigid conditions, requiring it 
to p1ss the test of too high con,ensual barriers, it loses 
much of its utility. The result is that instead ol' follow
ing the frustr.tting proo~» of amending the Constitu
tion, peLlplc agitating for a reform to update the 
Constitution, increasingly look to other institutions, 
particularly the Supreme Court, for getting the Consti
tution moulded to the changing exigencies of the time. 
Such are the tendencies which have appeared in the 
United States, an amendment of whose Constitution 
requires not only approval of two-thirds of both 
Hous0s of Congress, but also its ratification by three· 
fourths of the States••. It will be seen that the amend· 
ing process in the United States of America is so 

(85) Th'•e is >lso tn >ltern•tive to Congress as the initiator 
of tmendments. On • perition by 2/3 rds of the State Legi~

.latures a Comtitutional Convention c>n be celled. But thiS 
method hts rem>ined hrgcly otiose. 

13-325/87 
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regid that "for an amendment to clear the barriers 
to pass:tge, its acceptance must come close to unani
mity. For one-third plus one of those voting in either 
the Senate or the House can kill it". This exceed. 
dingly rigid process, according to some observers, has 
proved a formidable barrier to the structural reform 
of that Constitution. An American scholar notes 
that out of twmty-six successful efforts to amend the 
Constitution, "there has not been a sin~le amendment 
in t11 o hundred years that redistributed governmental 
power. The two amendments that can be called as 
even alfccting the institutional structure at all, the 
Seventeenth (1913) and the Twenty-second (1951) 
concerned only the selection of the individuals who 
would wield institutional power not the scope of the 
institutional authority itsdf,•• 

2.41.10 There is, yet, another reason why the process 
of amending our Constitution should not be too 
rigid and inflexible. The Constitutions of the older 
Federations are shorter. They lay down only broad 
fundamental principles of the polity in general 
terms. There is ample scope for filling the blanks and 
interstices therein, by what some sGholars call, "Court 
Legislation" .87 Our Constitution, by contrast, is very 
comprehensive, and consequently, the scope for moul
ding or changing it by judicial interpretation and acti
vism is limited. 

2.41.11 There can be no gainsaying the fact that the 
three-fold scheme of making alterations in the Cons
tution has been designed by the framers with sedulous 
care after bestowing deep consideration on all the 
pros and cons of the problem. Granville Austin 
verily observes•• that the amending process, in fact, 
has proved itself one of the most ably conceived 
aspects of the Indian Constitution, and although it 
app~ars complicated, it is merely diverse, providing 
three ways of ascending difliculty for altering the 
Constitution. 

For all the foregoing reasons, we are unable to 
support the suggestion of the States Government. 

42. ARTICLE 370 : TEMPORARY PROVISIONS 
WITH RESPECT TO THE STATE OF JAMMU 

AND KASHMIR 

2.42.01 One all India Political Party has demanded 
that Article 370 being a transitory Article should be 
dclccted in the intcr~'ts of national integration. No 

li:,,) J n~..·. L. S.Ja :q 1i .~·:. ··c_-n,.iruti: n I R·?f;.,rm.; :·nd 
Eff:;e ivc G. w nrncnl"( 98(1), DD 2-16- !7. S,.n• 1quhl nal.~ ... cs 
v ric•U-> :J:~..l:J~l .ab L'r 11'-dng rhc struc u:c <.-f u.s. c( n ... •IIU'" 
tion fl(l the: ·d _tbn.;hi:1s m~n!l it" in.•ilutit n l clcmcnfs .. 
P:e.;idcnt, C . ..'ln~ ~~" mel p trdc... H0 idcndfit:, rh:·cc fund n~l·n. 
t··l p:-oblcm~: in th'ice r.rc •s nrl c;ugge-.rs measures to :·.llyv•ate 
or .. c~clvc them. H·:! o ·rticirarcd . s hc:td t·f ;1 grcup 1n the 
deli be~ tkn~ of the Commi'~ene ~n the Con--ritutional Sy .. tcm 
(CCS) Fc·rmed in 1982, the CCS 1s" grouv of pccsc·ns mclu· 
ding prc~cnr :·nd former gc-ve:-nors, c:xecutJVc'\,_l_egtsl tors, 
schc Iars rc nd other observers wht· e;JC mmc the Pt'lluc I system 
Clnd se rch for w ys to rem0ve its short.-c0mings : nd imprc ve 
its perform nee. (See Reforming ~merican Gf'vcrn_mcnt
The Bicentennial PoPers of CCS, edued by D. L. Robinson, 
published by CCS, 1985.) 

(87) e.g. Nelson W. Polsby, Congress and the l'residency 
4th Edition, Page 3 

(88) Amtin Granville ·The Indian Comtitutic•n : Corner 
stone of a N•lion. Firsllndian Edition 1972, p. 255. 



other political party has made such a demand. The 
Jammu & Kashmir State Government has drawn 
attention to the Special Constitutional position of the 
State. In their Memorandum, the Government of 
Jammu & Kashmir State have, inter alia, questioned 
the Constitutional validity of the Constitution (Appli
cable to Jammu & Kashmir) Amendment Order, 
1986 dated 30-7-1986, which applies Article 249 of the 
Constitution of India, with slight modifications, to 
Jammu & Kashmir. 

2.42.02 The text of Article 3 70 is as under : 

"(I) Notwithstanding anything in this Constitu
tion:-

(a) the provisions of Article 238 shall not apply 
in relation to the State of Jammu and Kash
mir; 

(b) the power of Parliament to make laws for the 
said State shall be limited to-

(i) those matters in the Union List and the 
Concurrent List which, in consultation 
with the Government of the State, are 
declared by the President to correspond 
to matters specified in the Instrument of 
Accession governing the accession of the 
State to the Dominion of India as the 
matters with respect to which the Domi
nion Legislature may make laws for that 
State; and 

(ii) such other matters in the said Lists as, 
with the concurrence of the Government 
of the State, the President may by order 
specify. 

Expla•wtion.-For the purpos~s of this Article, 
the Government of the State means the person for 
the time being recognis~d by the President as the 
Maharaja of Jammu & Kashmir acting on the advice 
of the Council of Ministers for the time being in 
office under the Maharaja's proclamation dated the 
fifth day of March, 1948; 

(c) the provisions of Article 1 and of this article shall 
apply in relation to that State; 

(d) s~ch of the other provisions of this Constitu
tion shall apply in relation to that State sub
ject to s~ch exceptions and modifications as the 
President may by order specify ; 

Provided th'lt no such order which relates to the 
matters specified in the imtrument of Accession of 
the St'lte referred to in p'lragraph (i) of s~b-clause 
(b) shall be iss~ed except in consulHtion with the 
Government of the State : 

88 

Provided further that no such order which relates 
to matters other than those referred to in the last 
preceding proviso shall be issued except with the 
concurrence of that Government. 

(2) If the concurrence of the Government of the 
. State referred to in paragraph (ii) of sub-clause (b) 

of clau>~ (I) or in the s~cond proviso to sub-clause 
(d) of that clause be given b~fore the Constituent 
Assembly for the purpose of framing Constitution 

of the State is convened, it shall be placed before 
such Assembly for such decision as it may take 
thereon. 

(3) Notwithstanding anything in the foregoing 
provisions of this article the President may, by public 
notification, declare that this article shall cease to 
be operative or shall be operative only with such 
exceptions and modifications and from such date as 
he may specify : 

Provided that the recommendation of the Consti
tuent Assembly of the State referred to in clause (2) 
shall be necessary before the President issues such 
a notification". 

2.42.03 First, we take up the demand that Article 
370 being a transitory provision, should be deleted. 
The constitutional history of the provisions in Article 
370, is too well known to require any recapitulation. 
Suffice it to s1y that, as a result of the numerous 
orders passed by the President from time to time 
under Article 370(1), a large number of the provisions 
of the Constitution of India have become applicable 
to the State of Jammu and Kashmir. The only pre
condition for the exercise of this power by the Presi
dent is the concurrence of the Government of the 
State i.e. of its Governor acting on the advice of his 
Council of Ministers••. 

2.42.04 There is no limitation on the excercise of 
this power in relation to one or more of the remaining 
provisions of the Constitution of India. It is impor-. -·t 
tant to note that the process of extending the various \ 
provisions of the Constitution to the State, has been 
gradual and founded on consensus and experience, 
to the mutual advantage of the Union and the State. 
Because of the special circumstances in which Jammu 
& Kashmir became an integral part of India, the 
question whether its distinct constitutional status 
ought or ought not to continue, bristles with political 
complexities and is not a mere legal issue. We, there
fore, refrain from making any suggestions in this 
regard. 

2.42.05 We now consider the plea of the State 
Government questioning the constitutional validity 
of the President's Order applying Article 249 of the 
Constitution of India, with some modification, to the 
State of Jammu and Kashmir. The argument is that 
on the date of the Order (30-7-1986), the proclamation 
made earlier on March 7, 1986, under Section 92 of 
the State Constitution, whereunder the Governor 
had assumed to hims~lf all the functions of the State 
Government and dismissed the Council of Ministers -, 
and suspended the Legislative Assembly, was still 
in force, and that in tllese circumstances, the concur
rence, if any, given by the Governor to the making of 
the "1986 Order" by the President, was not the con
currence of the Government of State of Jammu 
and Kashmir, i.e. of the Governor acting on the 
advice of the State Council of Ministers, and as such, 
it was ultra vires the Constitution. We have be_-n in
formed by the Advocate-General of the State of 
Jammu and Kashmir that the Constitutional validity 

(89) The y:wid~n~ oft he O:m ;titurion rcf·:!rrcd to in the 
Fi"t P.-ovi<o to <Ub·cltu<c (d) of Articlo 370 (I) where to be 
m tde tpplic 1 blc in cons!tltation with the Govcrmcnt of the St'l.le. 



of the "1986 Order" of the President, is under chal
lenge in the High Court of Jammu and Ka~hmir. As 
t~e matter i~ sr:b:iudic~, we would refrain from expre~
smg any opmton on tt. Nevertheless, we would like 
to re-emphasise the axiom that every action which is 
legally permissible may not be necessarily prudent or 
proper from the political stand-point. 

43. RECOMMENDATIONS 

2.43._Gl Residuary powers of legislation in regard 
to taxatwn matters should continue to remain exclu
sively in the competence of Parliament while the 
residuary field other 'than that of taxatio~, should be 
place<;~ in the Concurrent List. The Constitution may 
be SUitably amended to give effect to this recommen
dation. 

(Para 2.6.18) 

2.43.02 (i) The enforcement of Union laws parti
cularly those relating to the Concurrent shpere, is 
sec~ red through the machinery of the States. Coordi
natiOn of policy and action in all areas of concurrent 
or overlapping jurisdiction through a process of mutual 
consultation r nd cooperation is, therefore, a pre
requisite of smooth and harmonious working of the 
dual system. To secure uniformity on the basic issues 
of national policy with respect to the subject of a 
proposed legislation, consultation may be carried 
out with the State Governments individually, and 
collectively at the forum of the proposed Inter-Govern
mental Council. 

(Para 2.14.01) 

(ii) It is not necessary to make the proposed consu- · 
ltation a constitutional obligation. This will make 
the process needlessly rigid. The advantage of a con
vention or rule of practice is that it preserves the 
flexibility of the system and enables it to meet the 
challenge of an extreme urgency or. an unforeseen 
contingency. This convention as to consultation with 
the State Governments, individually, as well as collec
tively, should be strictly adhered to except in rate and 
exceptional cases of extreme urgency or emergency. 

(Para 2.14.03) 

2.43.03 The best way of working Union-State 
relations in the sphere of education would be that the 
norms and standards of performance are determined 
by the Union and the profes.~ional bodies such as the 
U.G.C. set up under Central Enactments but the 
actual implementation is left to the States. By the 
same token a system of monitoring would have to be 
established by the Union. The basic prerequisites 
of successful working of such professional bodies 
are-(i) that their composition, functioning and mode 
of operation should be so professional and objective 
that their opinion, advice or directive commands 
implicit confidence of the States and Universities/ 
institutions concerned and (ii) this objective cannot be 
achieved without close concert, collaboration and 
cooperation between the Union and the States. 

(Paras 2.17.16 and 2.17.17) 

2.43.04 There is a potential for misuse by the two 
levels of government of the powers available by virtue 
of Entry 45 of List III. However, the mere fact thae 
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this power is capable of being mi~used, is no ground 
for amending the Constitution. There is a case for 
providing appropriate safeguards against the misuse 
of this power, in the Commissions of Inquiry Acl, 
itself. Such safegaurds can be :-

(i) that no Commission of inquiry against an incum
bent or former Minister of a State Governmenl 
on charges of abuse of power or misconducl 
shall be appointed by the Union Govcrnmenl 
unless both Houses of Parliament, by resolution 
passed by the majority of members present and 
voting, require the Union Government to 
appoint such a Commission or, the Minister or 
Ministers concerned request in writing for the 
appointment of such a Commission; and 

(ii) No Commission of inquiry shall be appointed 
to inquire into the conduct of a Minister (in
cumbent or former) of a State Government with 
respect to a matter of public importance touch
ing his conduct while in office, unless the propo
sal is first placed before the Inter-Governmental 
Council (recommended to be established under 
Article 263) and has been cleared by it. 

(iii) Appropriate safeguard on the lines indicated 
above, be provided in the Commissions of In
quiry Act, 1952 itself, against the possible 
misuse of this power, while appointing a Commis
sion to inquire into the conduct of a Minister or 
Ministers of a State Government. 

(Paras 2.22.25 to 2.22.27) 

2.43.05 Ordinarily, the Union should occupy only 
that much field of a Concurrent subject on which 
uniformity of policy and action is essential in the larger 
interest of the nation, leaving the rest and the details 
for State action within the broad frame-work of the 
policy laid down in the Union Law. Further, whenever 
the Union proposes to undertake legislation with res
pect to a matter in the Concurrent List, there should 
be prior consultation not only with the State Govern
ments, individually, but also, collectively, with the 
Inter-Governmental Council, which as we have 
recommended, should be established under Article 
263. A resume of the views of the State Governments 
and the comments of the Inter-Governmental Council 
should accompany the Bill when it is introduced in 
Parliament. 

(Para 2.23.05) 

2.43.06 (i) Clause (2) of Article 252 may be sub
stituted by a new clause providing that an Act passed 
by Parliament under clause (I), may be amended or 
replaced either by Parliament in the manner provided 
in clause (I), or also by the Legislature of the State to 
which it applies, provided no such amending or re
pealing legislation of the State Legislature shall take 
effect unless, having been reserved for the considera
tion of the President, it has received his as.~nt. 

(ii) Any law passed by Parliament with respect to 
a matter in List II under clause (1) of Article 252, 
should not be of perpetual duration but should remain 
in force for a specific term, not exceeding three years. 
The Act it~lf should contain provisions requiring its 
periodic review before the expiry of its term.- If, after 
such review, it is considered necessary to re-enact the 
law in its original or modified form, it may be done 



for a period not exceeding the original term, by follo
w ~ng the same procedure as specified in clause (I) 
ot the Article. 

{Para ~-~7.0-1) 

_ ~.43.07 \\"he~ a Resolution pa»cd by the Legisla
t!\·e A"cmbly ot a Stat~ for abolition or crcati'"' of 
a LL'~islatiYc Council in the State is rccciYcd, the 
PrcsiJcnt sh,lll cause the Resolution to be placed, 
'' 1thin a fl'~"L~0nablc time, heLJre Parliament tL'~f"dher 
with the c,,mments of the Union Govemment. P~rliCJ.
ment. may_ thereupon accept or reject the request 
CL'ntamed In the Rcsolutwn. If the Resolution is so 
adopted by Parliament, the Union Government shall 
introduce the necessary legislation in Parliament for 
Implementation of the same. If necessary, Article 169 
may be amended to provide for this procedure. 

(Para 2.33.06) 

2.-13.08 In order to remedy the unfortunate situa
tion in which the local bodies find themselves a 
comprehensive law (under clause (I) of Article 2s5 
read with the savi~g clause in Entry 32 of List I), 
analogous to Sectton 135 of the Railway Act, I 890, 
and ~ection~ 3 and 4 of the Railways (Local Autho
rities TaxatiOn) Act, 194 I be passed makin" liable 
the properties and administrations of all undertakings 
hke Raii\\·ays, Posts and Telegraphs, Telephones etc. 
of the Union at such fair and reasonable rates as may 
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be notified from time to time by the Union Govern
ment after taking into consideration the recommenda
tions of a person: who is or has been a Judge of a l-ligh 
Court or a District Judge. 

(Para 2.35. I 3) 

2.43.09 Cases m:ty ari,c, particularly in the mo
c..h:·rn conk·\t \\here States may t\.·-d aggrieved on 
CJ.Ccount of ta\cs imposed hy the Union on the trade 
or businc" in term,; of clause (2) of Article 2~9. The 
scheme· of th~ Constitution envisages remadial action 
under clause (3). \\here one or IllOre State Govern
ments 1\:d aggrieved on account of any action of the 
Union Government covered by clause (2) of Article 
289, adequate consultation should be held with the 
State Governments or the National Economic and 
Development Council proposed by us, and action 
taken to afford relief in terms of clause (3) of Article 
289. 

(Para 2.36.1 I) 

. 2.43.1 0 Before a bw is passed by Parliament by 
virtue of clause (3) of Article 2S6 read with Entries 
92A and 92B of List I, the State Governments and the 
National Economic and Development Council should 
be consulted and the resume of their comments should 
be placed before Parliament along with the Bill. 

(Para 2.37.09) 



ANNEXURE II. 1 

The quCS 1 ion whether a particular Union hnv is attributable 
_sol~·/.~ to the .~esiduary power of Parlinment is finally settled by 
JUdtctal d~·~tstons. We have, therefore, studied as many re
p ·rted ~cctsrons uf the Supreme Court! High Courts on this point 
as posstbl~. The Union bws, the constitutionJI validity of which 
was qucsttoned, relevant to the enquiry. may be classified into 
two broad categories; (i) Thmc with respect to which the 
~ompet~ncc of PJ.rliamcnt was upheld solely on the ground of 
tt.~ restdu~ry power under Article 248/r/w Entry 97 of List I; 
(11) those m regard to which residuary power was relied upon 
as an alternative or additional source of the competence of 
P.1rliament. 

• 

As a result of our study-which is not claimed to be cxhaus~ 
tive-the following cases fall under the first category : 

(a) The Gift Tax Act 1958,imposing tax on gifts of move'
ble and immoveable property (including agricultural 
land). 

Alldhra Pradesh High Court in Jupudi Seslzaratnam V. Gift 
Tax Officer (AIR 1960 AP 115.; the Kerala High Court in 
M. T. Joseph and other V. Gift Tax O.fficer (AIR 1962 Ker. 97) 
and the mldras High Court in S. Dandapani V. Add/. Gifr tax 
Officer (AIR 1963 M>d. 419) are cases wherein the constitution· 
ality of certain provisions of the Gift Tax Act 1958 was challen~ 
ged on the ground thJt they encroached upon the subject-matter 
of Entry 18 of List II in as much as they sanctioned levy of tax 
on gifts of agricultural land. Overruling this plea. the High 
Courts ob<icrvcd that the subjects of taxing powers of the Union 
and the States were mentioned specifically in the Union and State 
Lists re"pectively. The taxing power could not, therefore, be 
inferred as ancillery or incidental to any other entry relating to a 
legislative matter. It was held that the competence of Parliament 
to enJct the impugned provisions was attributable solely to 
the residuary power of PJrliament. 

In Atfrs. Ghendi 1V/o Umrao Singh V.Utrion of India and Others 
(AIR 1905 Punjab 65) certain provisions of the Gift Tax Act 
were challenged on the ground th, t they amounted to an encroa~ 
chment upon the legislative powers of the States under Entry 
49 ,f U ;t II: (nx; ng of hnds 1.nd buildings). The Court held 
that the gift tax was not a tax on land and building, as such, 
but on transactions of transfers relating to property. On these 
premises it was held that the impugned provisions did not fall 
under Entry 49 of List U, but entirely under Entry 97 of List I 
read with Article 248. 

· The deoision of the Allahabad High Court in Shyam Sunder 
v. Gift Tax Officer (AIR 1967 All. 19) is also to the same 
effect. 

These decisions of the Punjab and Allahabad High Courts 
were approved by the Supreme Court in Gift Tax Officer V. D.H. 
Nazarath and others (AIR 1970 SC 999). The Supreme Court 
had held tht the Gift Tax Act was enacted by Parliament and 
no Entry in the Union List and State List mentions such a tax. 
Therefore, Parliament purported to use its powers derived fr?m 
Entry97 of the Union List read with Article 248 of the Constitu
tion. There being no other entry which covers the gift tax, the 
residuary powers of Parliament were exercised to enact the 
law. 

(All the above cases are in respect of one and the same 
enactment, namely the Gift Tax Act 1958. In them, the High 
Courts and subsequently the Supreme Court have held that 
the Gift Tax Act 1958 is an Act which is covered solely 
by the residuary powers of Parliament under Article 24.8 
read with Entry 97 of List l of Schedule VU of the Consti
tution). 

(b) Him1chal Pradesh Assembly (Constitution and Procee
ding Validation) Act, 1958. 

In Jadab Sinl(h and Other V. Himachal Pradesh Administration 
(1960) 3 SCR 75). The Supreme Court u~held the .competence 
of Parliament t" enact this Act solely by vutue of _Its res1duary 
power. The facts were these. The Assembly of Hrmachal Pra
d:;h origin:dly W.l'i con'\tituted under Part C Stateli Act, 1951 

and clccfons were held in 1952. A new St:ttt: of l-lima,·hal Pradesh 
was formed after merger of Hila:-.pur in 1954. 'I hough the mt.:m
bers of Assembly were deemed to continue to r..:p1cst.:nt their 
canst tuencics, a notitication unda Sc~o:t1un 74 of the Rcprc
.;;ent.ttion of People Act, 1951. was not issued. A H1ll {No. 7 of 
1953) has been introduced in the original Asscn,bly. IILl\\Cver, 
by the time it was passed in ~-lay 1954, the nc\v A...,..,cmbly had 
come into being. The Supreme Court in Shrcc Jli11od Kumar 
& Others y. The State of Himachal Pradesh (AIR 195~ SC 223) 
by its decision of October 10, 1958 invalicbtcd the Act No. 15 
of 1954 on the ground that the Lcgi~lati\C A~~<.n!bly of the new 
Himachal Pradesh State was not duly constituted and, as such,wa~ 
incompetent to pass this Act. Parliament then enacted Himachal 
Pradesh Legislative Assembly (Constitution and Proceedings) 
Validation Act 1958. Section 3 of this Union Act validated the 
constitution a~d proceedings of the Legislathe A!'sembly of 
Himachal Pradesh State and Section 4 prohibited the courts 
from questioning the validity of any Act or proceedings of 
the Assembly on the ground of defect in its constitution. 

The Supreme Court upheld the competence of Parlinm~nt 
to enact the validating Act by virtue of its power under A111clc 
248 read with item 97 of List J. 

(c) Sugarcane Cess (Validation) Act, 1961 validated certain 
Acts of State Legislatures Imposing cess 0n entry of 
sugarcane into the premises of a factory. 

This example is furnished by the Supreme Court decision !n 
Ja01·a Sugar Mills v. State of M.P. (AIR 1966 SC 416) \\herem 
the competence of Parliament to enact the aboYe Act \\:t.S tlp~ 
held solely on the ground of its residuary po\\Cr. 

The facts of the case were that the Madhya Pradesh Leg: sta
ture enacted M.P., Sugarcane (Regulation of Supply a~1d Pur~ 
chase) Act, 1958, levying a cess on the ent~y of sugarcane mto the 
premises of the factory on the assumptiOn that a factory wa.s 
within the purview of Entry 52 of List II a 'local areas' Th• vall· 
dity of this State Act was challenged m the Hr!l" C'?urt. Follow· 
ing an earlier decision of the Supreme Court tn Dwmoncl Suf?ar 
Mills Ltd. V. U.P. (1961) AIR 1961 SC 652, the Madhya 
Pradesh High Court declared that the State Act was ultrq vires 
the State Legislature. Parliament than enacted the validating 
Act 1961 (mentioned above). The v· lldrty ofSectron 3 ofthrs 
(Central) Act was assailed before the Supreme Court on the 
ground that this provision was ultra \'ires the Parhament. 

The Supreme Court rejected thi~ plea. observing that what 
Parliament had done by enactmg thts Sect1on was not merely 
to validate the invalid State statutes_, but "to make a J~w 
concerning the C!ss covered by_ the sa1d st!'tutes and to ~rov1~,e 
that the said law shall come mto operat1on re1rosp~1vely . 
It was held that Parliament's power I~ levy the cess of thrs nature 
under the invalid State Acts was denved from Article 248 read 
with Entry 97 of the Union List. 

This ratJ'o of this decision was reiterated by the Supreme 
Court in Shetkari Sahokarl Shakkar Karkhanas vs. The Collector 
of Sangli and others (AIR 1979 SC 1972). 

(d) Punjab Excise (Delhi Amendment) Ordinoure 1979 .• 

M/s. Satpal & Co .• etc. vs. Lt. Governor of Delhi & Others 
AIR 1979 SC 1950. Punjab .Excise Act 1914 was extended. 
to Delhi. While implementmg the prov~s10ns of the Act, 
the concerned authorities held an auctiOn for the grant 
of licence for selling country Jiquor and at one. such ~ 
auction. the petitioner's bid was accepted. The hcencc · 
included a condition to sell a bottle. of 750 mi. of country 
liquor at Rs. 15 which included the e~~~s~ duty at the,ratc of R~. 
10.23. This excise duty.was styled as still head.,duty ·In a wr~! 
petition before the Hrgh Court, the levy of . shU head duty 
was challenged on the ground that 11 was notlung_ but _counter; 
v:1iling duty and in the abse!lce of man~facture of liquor m De.lhr, 
countervailing duty on the 1m port of hquor cann~t be constitu
tionally levied. This contention ff1und favcur WJ!h the learned 



single judge of the Delhi High Court and a number of leiters 
Paten_t Appeal~ were filed against that judgement which were pen~ 
dmg tn the Hrgh Court. In the meantime, the President of India 
~roryllllgated _the Ordinance purporting to amend the Punjab 
Excrse Act wuh retrospective etfect and conferring power on the 
Go\ e~menr und_er the provisions of the Act to levy speciaJ duty 
on the •mrort ot country liquor in Delhi. The Delhi High Court 
he.1rd the _letters PJtent Appeals aga·nst the judgement of the 
~earned Smgle Judge and hdd the Ordinance as well as the 
rrnr?st there-under valid and dismissed the writ petition. Against 
t~e JUdg~rnem. the P.:titioners preferred Special Leave Pe,i
uons bet ore the Supreme Court. The pr.::cise question before the 
Supreme Court ~\'3S. whether the impugned provision levying 
rmron duty on hquor could be defended as an exercise of its 
r~wer by Parliament under Article 246 read with Entry 51 of 
L1sr. II. The next question was. whether the legislation was be
yc~r-d '~1e c'~f!lre:ence ~~f P.\ rame'1'. Uphrld:~·g the Validity 
ot the Ordmance. the Supreme Court held that though 
Pa'"l!ame''' could not levy such duty under Entry 51 of List JI. it 
cou•d do so under Enrry 97 of List I read with Article 248. 

It ._)b.:;erYC'd ; 

··complex_ modern gO\emmental administration in a federal 
s=.r-up providing_ di_~r:ibuti~n of legislative powers coupled 
\\t!h power of JUdiCial rev1ew mav raise such situations that 
a subj~t o_f legislation may not s-quarely fall in any specific 
~ntry m L1st I or III. Simultaneously, on c:rrect appraisal 
It mJ)~ _not ~ c_overed by any Entry in List II. though on a 
superhcrJI v_1ew ~t may be covered by an Entry in List II. 
In such a ~nu~lton. PJ.rliament would have power to legislate 
on th~ subject 1_n the exercise of residuary power under Entry 
97. L1st I and _rt would not be proper to unduly circumscribe, 
corrod~ o~ whrttle down this power by saying that the subject 
of legJslatiOn was present to the mind of framers of the Cons
ri_tution because apparently it falls in one of the Entries in 
Lt;;;t II, and thereby deny power to legislate under Entrv 
97"". - . 

(e) Section 12 (2) of the Rubber Act 1947 as amended by the 
Rubber Amendment Act, 1960, imposing a rubber cess. 

(.\1 s Jall::n:lur Rrtbb~r Goods Man;ifacturers' A.uociJ/ion 
y,_ The Union of India and others (AlR 1970 SC 1589). 
The Rubber Act. 1947. ws amended by the Rubber Amend
ment Act 1960. The Amendment Act-imposed new excise duty 
en her o~. the manufacturers or on the owners of the estates. 
!he Pef!tJOn- rs challenged the validity of Amendment Act 
m so far as it authorised imposition of new excise duty on the use 
ofruboer and its collection by the Rubber Board.It was contended 
that under Enrry 84 of List I the duties can be levied only on the 
actual producers and manufacturers of rubber but in the very 
nature of such duty it could not be imposed on users or consu~ 
mers of that commodity. The Court held that what was called 
excrse duty on the use of rubber which does not fall within En
try 84, List !-"will be a kind of non-<lescripttax which has been 
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given the nomenclature of the duty of excise'', and consrquent !y 
Parliament had undoubted competence under Entry 97 of List 
I in the Seventh Schedule read with Article 248 to enact the im
pugned provisions. 

(f) The Emblems and Names (Prevemion ami Improper use) 
Act 1980. 

Mfs Sable Wagers & Co. and others Vs. Union of India (AIR 
1975 Supreme Court Page 1172). In this case, the validity of the 
Emblems and Names (Prevention and Improper Use) Act 198ll 
was under challenge. So far as the legislative competence 1s con
cerned, it was held by the Supreme Court that the residuary 
pc\\er of Entry 97 of List I has \\ide ambt to take care of rar. 
ticular subject matters of the legislation. 

(g) Aurm·ille (Emergency Provision) Acl 1980 

(S.P. Mirtal V>. Union oj lndiu AIR 1%3 SC /). 
Shree Aurobindo Society, was a non-governmental organi~ 
sat ion for a generation of funds for the setting up of a cultural 
township knOwn as .. Auroville" where people of different coun
tries are expected to live in harmony as one community and 
engage in cultural, educational, scientific and other activities 
aiming Jt human unity. This society developed a township with 
the aid from different organisations in and out of India and also 
from Central and State Governments. Serious irregularities in 
the management of the society and mis-utilisaticn of fur.ds \\ere 
detected. The Government, therefore, took ovc 1 in public interest 
the management of "Auroville" by the Presidential Ordinance. 
namely, Auroville (Emergency Provisicn) Ordinance, 1980 
which was subsequently repraced by Auroville (Emergency Pro
vision) Act, 1980 (Act 59 of 1980)'.!1 \\as held that Parliarrent 
had the legislative compett.~rce to enact this law by \-·iftue of 
Entry 97 of List I of the Vll Schedule. 

(h) SeCJion 24 of the Finance Act, 1969 amending the Wealth 
Tax Act, 1957 

(Uaion of India Vs. H S . . Dl;il/on 19i2 (2) SCR 33). 
This case stands as a category apart. In this case, a Bench 
of seven Judges decided questions of far-reaching importance 
as to the laxing powers of Parliament and the State legislatures. 
The question for determination was, whether S. 24 of the Finane~ 
Act, 1969 (S. 24") which amended the provisic ns of the Wealth 
Tax Act, 1957. so as to include the capital value of agricultural 
land for computing the net wealth. was within the legislative 
competence of Parliament. By a majority of 4 to 3 it was held 
that Parliament was competent to enact S. 24. Sikri C. J. 
held that S. 24 fell within Entry 86. List!, read with Entry 
97 of List I or/and Article 248. Shelat J. held that S. 24 WO' 

ultra vires the legislative power of Parliament. Section 24 did 
not fall under Entry 86. List I, nor did it fall under Parliament"s 
residuary power. Howeyer, he held that a rower to tax the capital 
value of agricultural lands as an asset belonged to State leg·s
latures under Entry 49, Listll. 

ANNEXURE Il·2 

Additions and deletions in the Seventh Schedul~ 

The three Lists under the Seventh Schedule were amended 
from time to time making certain omissions and additions. 
Brief details of the changes are as follows :-

Union List (List 1). 

fn this List. originally, there were 97 Entries; 3 new Entries 
92A (Si<th Amendment Act, 1956}, 2A (Forty Second 
Amendment Act. 1976) and Entry 92B (Forty Sixth Amendment 
Act, 1982) were added later. Entry 33 was deleted by Constitu
tion (Seventh Amendment) Act, 1956. Thus, there are 99 Entries, 
at present. 

Stare List (List II) 

This List originally contained 66 Entries of which 5 Entries 
were later deleted-Entry 36 by the Seventh Amendment Act 
(1956) and Entries 11, 19, 20, 29, all, by Forty-Second 
Amer.dment Act, (1976). At present, List II contains 61 Entries. 

Concurrent List (List Ill): 

Originally, List III contained 47 Entries. which increased by 
the addition of five more viz. Entries 11A,17A,17B,20A,33A· 
All these five were inserted by the Forty-second Amendment 
Act, 1976. At present, the total number of Entries in this List 
stands at 52. 
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ANNEXURE 11.3 

Table showing amendmenlli to the Constitution made betweun 1950-1987 (August) 

S.No. Name of the Act 

I. Constitution (First Arndt.) Act 1951. 
(Came into force on 18-6-51) ' 

2. Constitution (Second Arndt.) Act 1952. 
(Came into force on 1-5-53) ' 
(With ratification by states) 

J. Con>titution (Third Arndt. Act 1954. 
(Came into force on 22-2-55) ' 
(With ratification by states) 

.4. Constitution (Fourth Arndt.) Act 1955 
(Came into force on 27-4-55) ' 

5. Constitution (F.fth AoHlt.) Act 1955. 
(Came into force on 24-12-55).' 

6. Constitution (Sixth Arndt.) Act 1956. 
(Came into force on 11-9-56) ' 
(With ratification by states) 

7. Constitut'on (Seventh Arndt.) Act 1956. 
(Came into force on 1-11-56) ' 
(With ratification by states) 

.{. CJ1Htitutio:1 (Ei~~tth .-\'ltlt.) A<;t, IIJ.JIJ. 
(C1me into force 011 5-1-60) 

'l. O.J Htitution (.''liath A nlt.) A-:t, l ?5'). 
(C1me into force on 17 1-GI) 

tO. Constitution (Tenth Amdt.) Act, 1961 
(Came into force with retrospective eJTect 
from 11-8 61) 

II. Contitutioa (;31cventh A nit.) Act, 1961. 
(Came into force on 19-12-61) 

12. C>ntitution (Twelfth A·nlt.) Act, 1962. 
(With Retrospectiva etTect fron 20-12-1961.) 

13. Coa;titutioll (fhirtoenth .\·,tit.) .\ct, 1952. 
(came into r~rce from 1-12-62) 
(With ratification by states) 

I ~ GJ.Htitutio·t (Fo"t"·1t:1 A nlt.) ,\;t, I Ji!. 
('i·.> n~ ~Jr..>visio:lS cl n! i11t~ fJr.;~ 01 H-1.!-50 
an·1 otlur !lrt.Jvi:iio·ts fr..Jn l'i-~-lJ:i~). 

Nature of the Amendment Act 

Articles 31A & 318 and Schedule IX were added. Articles 15, 19, 85, 87, 
174, 176,341,342 & 376 were amended. In Art. 19(2), three new grounds of 
restriction to freedom of speech & expression viz. (i) friendly relations with 
foreign states; (ii) public order & (iii) incitement to an offence were added. 
Art. 31A, 318 & Sch.-IX secured the Constitutional validity of Zamindari 
abolition laws. 13 State Acts which provides for the Zamindari abolition were 
added in Sch. IX. 

Art. 8l(l)(b) was amended inter alia to provide that the total strength of 
Lok Sabha would be more than 500. 

Entry 33 of List Ill was enlarged by transferring the contents of Art. 36lJ, 
so that Parliament could have a concurrent jurisdiction to legislate as regards 
trade & commerce in, and the production, supply and distribution of the com· 
modities included under the entry . 

Articles 31, 31A & Sch. IX were amend~d to make the question of compensa
tion, non-justiciable before the Courts. It was also made clear that payment 
of compensation would arise only in two cases viz., (i) where threre was both 
acquisition and requisition of property and (ii) where there was complete 
transfer of ownership or the right to possession of an individual to the state. 
Art. 31A was amended to providing for taking over under the state control 
for ten?Jrary p!rioj all conn~rchl or industrial undertaking. Art. 305 
was subitituted in order to s:we the existing laws and laws providing for state 
monopolies. In Sch. IX seven more Acts were added. 

Art. 3 was amended to provide for the imposition of a time-limit within 
which the states were to give their views regarding reorgani.,ation of the 
states etc. 

Articles 269, 286 and Sch. VII were amended to give etfect to the recom
mendation of the taxation Enquiry Commission regarding Sales Tax; certain 
other changes reh.ting to taxation of sales or purchases on certain goods 
were also made. 

Articles 80, 81, 82, 153, 158, 170, 171, 239, 240, Schedules I, II, IV and VII 
were amended to implement States' Reorganisation scheme. 

Articles 238, 242, 243, 259, 278, 306, 379 to 391 were omitted, 

Art. 131 was amended to adjust the origin:1l jurisdiction of the Supreme Court 
on account of the abolition of part B states. 

Art. 216 was amended and the provision regarding the maximum strength of 
Judges was omitted. Art. 220 w ·s amended to enable a retired judge of the 
High Court to practise before the Supreme Court. Art. 224 made certain 
prov sions for the appointment additional & acting judges in the High Court 
and in their cases the age of retirement was fixed at 60 years. Art. 230 extended 
the iurisjiction of High C;>urts to the Union Tl!rritories. Art. 231 provided for 
the establishment of a common High Court for twrJ or more states. 

New Artde• 253A, DlA, 35~A. 35')8, 372A & 378A were inserted. 

Art. 33~ w.l-; a'll:nJd to e'<tdrll th·! perioj of re'iervation of Scheduled 
Castt~s and SzhejuJej Tribes in the House of People and in the legislative 
Assemblies in the stJtes and the rel)reselltJ.tion of Anglo-Indian Community 
in the House of tit~ P~J,Jle a11l in. the le~isl.ltive assemblies by nomination. 

First S;;h'!i•Jie Wl') '\ n~_lJej t.l tn•Hfer c!rt1in territories to P:tkistan, imple-
menting the Indo-P.tkistan A}r~_n!nts. 

Art. 240 & Schedule I was amended to m1ke D>dra & Nagar Haveli as a 
Union Territory. 

Articles 65 & 11 were amended in order to nurow down grounds for chllleng
ing the valid:ttion of election of Pre5ident or Vice-President. 

Art. 240 & Soh,dule I wore armnkl to inolude Go1, Daman & Diu as a 
Union Territory. 

.\rt. 371A w.\s inserteJ to m1ke spe.;hl provisions for the admini'\tration of the 
state of Nagaland. 

Art. 239A WJS inserted; first ScheJule was am~nded to include some of 
rhe former Fren.ch T.!rritories as the Union Territory. 239A enabled the 
cr~lti Jl of t~n l!~i-;.1 tt'Jr-!5 5t CJH.::il of 1ninist~rs for the Union Territories
Himachal Pradesh, ivlanipur, Tripura, Goa, Daman & Diu and Pondichcrry. 
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15. C.:-nstituti~om (Fift~nth Amdt.) Act 1963 
(Came inlo fore< on 5-1().63). 
(\Yuh r.nification by states) 

16. Constirution (Sixteenth A•nit.) Act 1953 
(Cl no into fore.! on 5-10-53) 
( Wtttl utid.:::ltion by :nates) 

17. CJnHit~tioa (Sovente<orh A nit.) Act, 1974. 
(C>.ne into fore.! on 2Q.6-6~) 

18. Constitution (Eighteenth Arndt.) Act, 1966. 
(Came into fore.! on 27-S-66) 

19. Constitution (:-lineteenth Arndt.) Act. 1966 
(C~me into fo= on 11-12-65) 

20. 0Jnstitutioa (Twontieth A'llit.) Act, 1966 
(C>me into force on 22-12-65) 

21. Constitution (T wonty First Ant.) Act, 1967.• 
(C>me into force on 10-4-67) " 

24. 

Co,;titutio:t (T.vonty-Se:>ni Amit.) Act, 1959 
(C>ne into force on 25-9-69) 
(W1th ratifi:>tion by states) 

Constitution (Twenty-TnirJ Amk) Act, 1969. 
(Came into force on 23-1-70). 
(With ratification by States) 

C>n>titurion (Twenty Fo~rth Arndt.) Act, 1971 
(C>ne into force on 5.1-71) 
(With ratiri:>tion by States) 

25. Cnstirution (T .venty Fifth Arndt.) Act, 1971 
(Came into force on 2().4-72) 
(With ratification by States) 

26. Cn>titri·J1 (T.ve.vy Si<th <\nit.) Act. 1971 
(CnJe into force on 28-12-71) 

27. Constitution (T.venty Seventh Arndt.) Act, 1971 
Soine provi:;ion ca:ne into force on 15-2~ 71 and 
once provisions came in force on 30-12-71. 

2!l. Cn;titutio:t (Twenty Ei~ht Amdt.) Act, 1972 
(Came into force on 29-8-72) 

29. O:mstitution (Twenty Ninth Arndt.) Act,1972 
(Came into force on 9-6-72) 

30. Constitution (Thirtieth Arndt.) Act, 1972. 
(Came into force on 27-2-73) 

31. Constitution (Thirty First Arndt.) Act, 1973. 
(Came into force on 1 7-1Q.73) 

3!. Constitution (Thirty Second Arndt.) Act, 1973. 

~·4 

tA:\~EXURE 11 • .'-Con!d.) 

Na'ur~ l f the Am;:-ndment Aci 

Articles 12~. 128, 217, 222, 22~. 224A, 226, 297, 311 & 316 were amended. 
It was provided that the question regJrding the age of a judge of Supreme 
Court or High Court shall be de.:ided by the President. The retirement age 
of the High Court Judges was raised to 62 years. Provisions w~rc made for 
appointment on ad-hoc judges. A retire judge of a High Court could practise 
in the Supreme Court and in all High Courts except one in \\-·hich he served 
as a judge for not less tiun 5 ye:.us immediately bcfori: his r~tircmcnt. Art. 
226 was arn.!ndeJ h) extend th..: writ jurisdi..::tion of a High Court. Art. 311 
modi11ed the procedun: for dismissal or removal of civil servants. 

Art. 19 WJ~ a·n.:nJ~J to en·1ble PJ.r\i]ment to nuke hws providing restrictions 
upJn th.! fre.:!Jo n of cxpr.:~'ivl qu~st1: . .ll1i:1g the sover..;•gnry in11.:grity of the 
U11i0:1 of Indi1 with con'.>~:}Llentu.J c:uil~.:s i1l Articks 84, 173 & Schedule lll. 

Art. 31A & S..::h. IX were -t.m:ndej. The Term .. estart:" was given and extended 
me.ming 44 new Acts were: added to the 1X schedule. 

In Art. 3, expbnations were added. 

Art. 324 was ameade1 J.fJ. :i the r'JO.\'eo· ,.)f the Election Com;nis~iou to appoint 
Ele;;tion Tribun:ll was take[l aw.q ,md their work was entrusted to the Htgh 
Courts. 

Art. 233A was imerteJ for the v.1hd:\tion of appointmeLits of and judgen1ents 
et~., delivered oy ceruin Distnct Judge. 

The eighth schedule W.l.S ameuJ.e:i to include "Sindhi' in the list of official 
languages. 

Artide5 2-ltA. 37l B and Ci.. (1.\) ia Art. 275 were in:>e•·hd to fJ.·.:tlitate 
the creation of an autonomous State of Meglnl:.tya wirhtn tile State of Assam. 
Later on by the North-E:tstern A ·eas (.ReorgJ.nisation) Act, 1971 Meghalaya 
was admitted as a State under First Scheduh!. 

Articles 330, 332 to 33...1- w.:re arn.::i1jed to extend the period tlf re.;erva.tion 
for S:heduled CJ.st\!5 and SchedukJ Tribes in the Hou~c of the P'>!oplc and 
in th.:: L'!gi'.>lativ..:: As.;;cm~lies of th-e St.ltes and nominatiun of rt!presenta
tion of Angloindi.ms in the House of P~.!ople and in the State lcgisbturcs. 

In Art. 13 a new cbme CJ. (-i) Wl'i adJcJ. In Aet. 36S, the m.ug:inal note was 
amen Jed. The amendrn..: 1ts were nude to remove the difficulties created by 
th..;: decision of the 5 ... , ·: n ~ Court in Golak Nath vs. St~1te of Punjab. 

In Artide 31 ::), the word ''compensation" was substituted by the word 
"amnunt". A New clause (2A) was inserted to make it clear that a deprivation 
law passed under Art, 31 could not be challenged on the ground that it 
infrin~ed rights !!U.lrante ·d by Art. 19. A new Art. 31 was in~crtcd to provide 
that a bw pa.:;sed fur giving etTcct to the Directive pr ncipk:s of State Policy 
spl!..::i(ied in Art. 3'J(H) and (C) could n lt be clt .. lk:ngcd befllre courts on the 
ground that it oJT..:nds Articles 14, 19 & 31. (These amendments v.ere Con
sequent to d.xi-.ion of the Supreme Court in Bank Nation:JlisatiL)n Case). 

Arti.:;le 2;_) 1 an.i 36.! wae o.nirtcd. A new Article 3~J3A was aJJed and Art. 
306(22) was amemh::d. 

(Th~sc arncndm::nts ,., .. ae Consequent to the decision of the Supreme Court 
in Privy Pur<;c Case). 

Article:; 239A a.ld 2-W w~·1e amended and new Articles 239B & 371C \\Crc 
i.n~crted. 

(Theo;e amendments were to bring changes in the constitution of Union 
Territories). 

Article 314 was repealed and new Art. 312A was added. The new articles 
dells with the power of P.uliJment to v ry or revoke conditions of service of 
the members of Indi:m Civil Service. 

Schedule IX was amended to include two more State Acts. 

Article 133(1) was amended to remove monetary conditicns for filing aprcals 
to the Supreme Court in civil matters. (This amendment was t-ased en law 
Commission's recommendations). 

Articles 81, 330 & 332 were amended. This relates to the upper limit of the 
total membership of the House of People and also regarding reservation of 

seats to scheduled castes and scheduled tribes in legislatures. 

Article 371 was amended and new Articles 371-D & 371-E were inserted. 
The amendments were to provide certain special provisions regarding Andhn1 
Prcdcsh. 
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(ANNEXURE II. 3-Contd.) 

S.No. Ncme of tt.e Act 

33. Constitution (Thirty Third Arndt.) Act, I974. 
(Came into force on 19·5-74) 

J I. C>,;titutio> (Thirty Fourt~ Amlt.) Act, 197~. 
(Came into force on 7-9-74) 
(With ratification by States) 

35. C";titutioa (Thirty Fift'> A.nJt.) Act, 19N. 
(Came into force on 22-2-75) 
(With ratification by States) 

Jo. Co.,;titutioa (Thirty Sixth A ndt.) Act, 1975. 
(Came into force on 26-4-75) 
(With ratification by States) 

37. C>ntit.ltiol (f"liriJ3Y~J.lt't A11lt.) Aot, 1975. 
(C~mo i;>to f,xco o;> 3-5-1975) 

Jl. Cn>tit:~ti~1 (T>irty Ei~'>t \ nlt.) A;t, D/5. 
(C1me into force on l-8-75) 
(With ratification by States) 

J). Cn;titutio~ (f:1irty Ni~1·1 \ n lt.) A;t, 1~75. 
(Came into force on 10·8-75) 
(With ratification by States) 

40. Constitution (Fortieth Arndt.) Act, 1976. 
(Came into force on 27-5-76) 

41. Co·ntitution(Forty-Fir;t A'llit.) Act, 1976. 
(Came into force on 7-9-1976) 

42. Constitution (Forty Second Arndt.) Act,l976. 
(Different provisions of the Act came into force on 
different dates as per notification dated 3-1-1977) 
(With the ratification by States) 

43. Constitution (Forty Third Arndt.) Act, 1977. 
(Came into force on 13-4-78) 

14-325/87 

Nature of the Amendment Act 

Articles 101 & 190 were amended to provide that the resignations of the 
members of the Parliament and the State legislatures may be accepted by the 
speaker only, if he is satisfied that the resignation is voluntary or genuine. 
If it was made under some threat or coercion, if would not be accepted. 

Schedule IX was amended to add twenty more Acts. 

Articles 80 & 81 wore amended and a new Article 2A was inserted. By these 
amendments .•••.........• one seat each in the Lok Sabha and Rajya Sabha 
was provided to Sikkim representatives. It was however provided that the 
Sikkimse representatives in Parliament shall not have the right to vote in the 
election of President and Vice-President of India. 

All provisions added by the Constitution 35th Arndt. Act were omilled. 
Sikkim was made the 22nd State under Sch. I and consequential changes 
were made in Articles 80(1) & 81(1). 

Articlos 2H A ani 240 were amended to provide for Legislative Assembly 
and a Co,ncil of Ministers f<?r Arunachal Pradesh. 

Articles 352, 356, 359 & 360 were amended to make it clear that the "Satis
faction" of the President under these articles shall be final. Similar amend
ments were made in Articles 123, 213 & 239-B. 

Articles 70 and Sch. IX wore amended and a new Article 329A was inserted. 
It was provided th1t the election disputes relating to the Prime Minister and 
the speaker of tbe Lok-Sabha shall not be called in question hfcre any court 
of Law and the existing jurisdiction in this regard was taken away. 

37 more Acts including the Maintenance oflnternal Security Act, 1971, 
and, the Representation of Peoples Act, 1951 were included under Schedul c 
IX to raise it to a total of 124. 

64 more Acts were added to Sct.cdule IX to making a total of 188. 

Article 297 was substituted to empower Parliament to specify by law the 
limits of country's territorial waters, the continental shelf, the exclusive 
economic zone, and maritime zone. 

Article 316 was amended to raise the age of retirement of the members of State 
Public Service Commissions to 62. 

The following provisions were amended;: -

Preamble, Articles 31C; 39; 55; 74; 77; 81; 82; 83; 100; 102; 105; 118; 
145; 166; 170; 172; 189; 191; 194; 208; 217; 225; 227; 228; 311; 312; 
330; 352; 353; 356: 357; 358; 359; 366;, 368; 371 F and seventh sche
dule.; 

(ii) The following articles were substituted; Articles 103; 150; 192 & 226. 

(iii) The following new Article were inserted. Articles 3JD; 31A; 39A; 48A; 
SIA; 131A; 139A; 144A; 226A; 228A; 257A; 323A; and 323B. 

(iv) Some of the important amendments on centre state relations are :-
(i) A new Act 257 A empowered the Central Govt. to send any armed 

or other forces to any State to deal with grave law and order situa
tion. 

(ii) A new Entry 2A regarding deployment of armed or any other force, 
was inserted in List I; and 

/ 
(iii) List II (State List) was amended and the subjects, "Administration 

of Justice, Constitution and organisation of all courts except the 
Supreme Court and the High Courts, Education, weights and 
measures, Forests, and protection of wild Animals & Birds" were 
transferred to the Concurrent List. 

(iv) In List III, "Entry 20A-Population Control and family Planning" 
was inserted. · 

Articles 31D, 32A,l31A, 144A, 226A & 228A which were inserted by the Con
stitution 42nd Arndt. Act were repealed. Articles 145, 226, 228 & 366 were 
amended. 
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S. No. Name of the Act 

_44. Cn;titJtion (F.:>rty F~Jrti:t A nit.) A:t, 19H. 
(Came into force on 304-79) 
(With rati!kation by State;) 

45. :n;ti!U'in (Fxch Ftfti:t A nit.) A:t, 193). 
(Cl.'ll~ iato for~ with. r~tro3p!:tive effe:t from 
25-1-80) 

46. Cn;tit~tion (F~:ty Sittll knit.) Aot, 1932. 
(Can• into foro• oa 2-2-Sl) 

47. Cn;tit~tion (F()cty S•nnth A mit.) A:t, 1934. 
(Came into force on 26-8-84) 

48. Cn>citJ~in (Fx•y Ei;"1: Ani:.) A:t, 19H. 
(Came into force on 26-8-84) 

49. Colititutin (F~rty Ninth A nit.) A:t, 1934. 
(Publishe1 after ot.~~iG;;..,; :~: :.:::sent of President 
on 11-9-84). 

5 ). Cn;tit~tion (Fiftieth A•nit.) A:t, 1984. 
(C~m• into force on 11-9-84) 

53. CTHtit"tio~ (Fifty-Tnird A nit.) A:t, 1935. 

55. Cn;,itu:iJ.l (F,f:y-F,ftil. An lt.) A::, 1935. 

56. Cn;titu:io~ (Ftfty-Six•n A nit.) Aot, 1937. 

Nature of the Amendntent Act 

Tn> primuy object of this Act was to protect the fundamental Right~ of citi
zo:ns anj provide adequate safeguards against m1suse of authonty 1n future 
and to ensure to the people themselves an effective voice in determining the 
f >rm of Govt., under which they are to live with this object. 

(i) Articles 19, 22, 30, 31A, 31C, 38, 74, 77, 83, 100, 102, 105, 118, 123, 132, 
133, 134, 139A, 150, 166, 172, 189, 191, 194,208, 213, 217, 225,226, 227, 
239B, 329, 352, 356, 358, 359, 360, 371F & Sch. IX were amended. 

(ii) Articles 19(l)(f); Sub. heading "Right to property" after Arti. 30; and 
Articles 31, 257A & 329A were omitted; 

(iii) Articles 71, 103 and 192 were substituted; and 

(iv) Articles 134A, chapter IV in Part XII containing new Articles 300A 
and 361A were inserted. In Sch. IX, Entry 87 (The Representauon 
of Pe >~lc; Ac•, 1956) (Tne Repre;entalion of peoples (Arndt.) 
Act 1974, and the Election Laws Arndt. Act, 1975); Entry 92 (The 
maintenance of internal security Act, 1971) and Entry 130 (The 
Prevention of objectionable Matters Act, 1976) were omitted. 

Art. 334 was am•n:led to extend the P"'iod of reservations made for Scheduled 
:::astes & Scheduled Tribes in legislatures. 

• 
(i) Articles 269, 286, 366 and Sch. VII were amended. 

(ii) Articles 269, 286 were amended to provido for the Levy or consip
ment tax & expand the definition of "Sale or purchase of goods". 

(iii) In Schedule VU, a new entry 928-Taxes on the consignment of goods 
(whether the consigment is to the person m'king it or to any other 
person) were such consignment to take place in the course of inter
state Trade or Commerce. 

Soh>jule IX wa5 a'llnde:l. 14 more State Acts wore included to make a total 
202. 

Clause (5) of Aot 356 was amended Ia extend the President's Rule in Pun
jab. 

Article 244 and Schedule V were amended to extend the provision of Sche
dule V to Tripura State. 

Article 33 was substituted to cover the application of the Article to armed 
and otner forces and certain other personal engaged in intelligence etc. of 
the Union. 

To Articles 330 and 332 were amended to provide for t 1e Reservation of 
seats for S.Ts. e<c>pt the S.Ts. in the autonomous districts of Assam, in the 
House of the people and in the Legislative Assemblies of the States, respec
tively. 

Articles 101 & 102 reguding Vlcauon of seats and disqualifications formem
b>r>'l.ip of Parliam•nt; and arts. 190 & 191 with respect to State Legislatureo 
were amended to take anti-defection measure. After the 9th schedule to 
the Constitution, a new lOth Schedule was added with reference to Articles 
102(2) and 191(2). 

A new Article 371 G was added to make special provision with respect to the 
State of Mizoram. 

Two Articles 125 an:! 221 an:! Part D of the Second Schedule were amen
ded to provide for highe salaries for Supremt Court and High Court Judges. 

A neN Article 371H w" ad·Joj to mako spocial provision with :respect to the 
State of Arunachal Pradesh. · 

A noN Ariicle 371-1 wa• a-ided to make spocial provision with respect to the 
State of Goa. 
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CHAPTER Ill 

ADMINISfRATIVE RELATIONS 

I. INTRODUCTION 

3.1.0 l The Constitution distributes executive 
power also between the Union and the States. "Execu
tive power" defies a precise definition. Ordinarily, 
it connotes "the residue of governmental functions 
that remain after legislative and judicial functions 
are taken away". 1 The exercise of the executive 
function "comprises both the determination of the 
policy as well as carrying it into execution ...... the 
maintenance of order, the promotion of social and 
economic welfare ...... in fact, the carrying on or 
supervision of the general administration of the State".t 
Though the authority to execute or administer the 
laws made by the Legislature is a primary compo
nent of "executive power", yet its exercise is not 
necessarily dependent on prior legislative sanction. 

3.1.02 Normally, the executive powers of the 
Union and the States are coextensive with their res
pective legislative powers. There are two exceptions ~o 
this rule provided in the Proviso to clause (1) and m 
clause (2) of Article 73. First, that th.e executive 
power in States with respect to ma~ters .m the Con
current List shall ordmanly remam With the res
pective States unless the Constitution or Parliament 
by law expressly provides o~herwise. Second, ~th~ 
executive power of a State or tiS officers and authon
ties existing immediately before the commencement 
of the Constitution even with respect to matters m 
the Union List, shall continue until otherwise provided 
by Parliamen!. 

3.1.03 There are certain other provtstons of the 
Constitution which expressly confer executive power 
on the Union and the States. For instance, Article 
298 specifically extends the executin. power of the 
Union and of each State to the carrymg on of any 
trade or business and the acquisition, holdir.5 and 
disposal of prop:rty and (read with Article 299) 
making vi contracts for, any purpose. 

3.1.04 The division of executive powers between 
the Union and the States even with reference to matters 
in List I and List II, is not sharp, hard and fast. .The 
limits of their executive powers indicated by Articles 
73 and 162 are flexible and extenstble. In. certam 
matters or situations, for example under Articles 72 
(I)(c), 253 and 35? (Q(a), the executtve pow~r ~f 
the Union may proJect mto the State field. Stmilahy, 
in some cases, as for instance, in the m_atter of any 
grant for any public _Purpose under Article 282, ~he 
division of powers wtth reference. to the three Ltsts 
in the Seventh Schedule loses sigmficance. 

3.1.05 The administration of laws in a two-tier 
system can be secured either by th~ same or their . 
separate agencies In some countnes, the Federal 

1. Ram Jawaya V. State of Punjab, 1955 2 SCR 225. 

and State Governments have separate agencies, paral
lel services and courts for the administration of their 
respective laws. 

3.1.06 However, under our Constitution, the 
position is different. Broadly, there i.s only one ~et 
of courts with the Supreme Court at tis apex. Juns
diction for administration of Union as well as State 
laws is conferred on the same hierarchy of courts 
through legislations enacted by the Union .and the 
State Legislatures under the relevant Entnes, e.g., 
.t6 of List III, 95 of List I and 65 of List II. 

3.1.07 The Union has no separate instrumentali
ties of its own for execution of many of its laws. Only 
a few subjects in the Union List-such as Defence, 
Foreicrn Affairs Foreign Exchange, Posts and Tele
graph~, All India Radio and Televisio~, Airways, 
Railways, Currency, Customs, Unton Exci.se, Income
Tax etc.-are administered by the Umon directly 
thro'ugh its own agencies. Administration of ~everal 
matters in the Union List and most matters m the 
Concurrent sphere and the enforcement of Union 
laws relating to them, is secured through the machinery 
of the States. 

3.1.08 The Constitution enables the Union to 
entrust its executive power to the agencies of the 
States for administration of Union Laws. There are 
several matters in the Union List which have an inter
face with those in the State List. The Union may 
leave the administration of laws with respect to these 
matters to the States, subject to the former's directi<?ns. 
For instance the Mines and Minerals (Regulation 
and Develop~ent) Act, 1957, enacted by Parliament 
by virtue of Entry 54, List I, and the Mineral. C:o.n
cessionall Rules framed thereunder, leave the mtllal 
power to grant a mining licence to the State. But such 
grants made by a State •. are subject to !~e orders of 
the Union Government m appeal or reviSton filed by 
an aggrieved party. Another· example is of the Central 
Sales Tax Act enacted by Parliament by virtue of 
Entry 92A of List I read with Article 269(l)(a). Under 
this Act tax on sale or purchase of goods, other than 
news-papers, which takes place in .the cour~e of inter
State trade, is levied by the Umon but IS asses~ed 
and collected by the States on behalf of the Umon 
Government. 

3.1.09 While exerciSing its legislative power in 
the Concurrent field the Union may adopt any one 
of the following modes for enforcement of its laws : 

(i) It may leave the administration of a Un.ion 
legislation entirely to th~ States. A typt.cal 
example of this mode ts the Electnc1ty 
(Supply) Amendment Act, 1956 which leaves 
the administration of this Act wholly to 
the States. 



(ii) It may reserve to itself the whole responsibility 
for administration of all aspects of the subject
matter of the legislation. Forest (Conserva
tion) Act, 1980 illustrates this technique. 

(iii) It may assume the executive power with 
respect to some aspects of the legislation, 
leaving the administration of the remainder 
to the States. The Essential Commodities 
Act, 1955 exemplifies this pattern. The Act 
provides for conferring of powers and im
posing of duties on State Governments by 
the Union Government. Powers and duties 
so conferred vary from commodity to com
modity and also from time to time, depending 
on their availability at fair prices, need for 
their equitable distribution, and similar other 
factors. 

3.1.10 The general provisions which have been 
grouped together in the same chapter of the Consti
tution under the caption, "Administrative Relations", 
are contained in Articles 256, 257, 258, 258A, 260 & 
261. Articles 262 (Disputes relating to waters) and 
263 (Coordination between States) have also been 
placed in the same Chapter. Apart from these Arti
cles, there are special provisions in Articles 353(a) 
and 360(3) which, in the event of an Emergency, 
extend the executive authority of the Union to the 
State field. Article 356 enables the President to assume 
functions of the Government of the State and 
powers vested in or exercisable by the Governor or 
~ubordinate authorities. 

3.l.ll- These apart, certain otner provisions also 
hav.: an important bearing on Union-State administ
rative relations. Article 275(1), First Proviso; Articles 
339(2) and 350A, for instance, cast special obligations 
on the Union for the welfare of Scheduled Tribes 
and development of Scheduled Areas or for providing 
adequate facilities for imparting instruction to the 
children belonging to linguistic minority groups. 
in their mother tongue at the primary stage of educa
tion. 

3.1.12 Article 258 of the Constitution enables 
the Union to entrust functions to the State or its 
agencies. A complementary provision in Article 258A 
enables the Governor of a State to entrust, with the 
consent of the Government of India, either condi
tionally or unconditionally, to that Government or 
its officers, functions in relation to any matter to 
which the executive power of the State extends. 

~- ISSUES RAISED 

3.2.01 In the evidence before the Commission, 
most State Governments have appreciated the need 
for the provisions contained in Articles 256 and 257. 
One of them has asked for deletion of Article 365. 
Another State Government is of the view that Article 
365 adds nothing to the power available to the Union 
under Article 356 to proceed against an errant State. 
Another group of States criticises these provisions 
on the ground that they are anti-federal. Even so, 
one in this group has not asked for their deletion and 
has suggested that they must be "drastically amended" 
and "if any directive is to be issued to the States 
under Article 256 or .Article 257, it should be issued 
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only after adequate consultation with, and concurren
ce of, the Inter-State Council". It has urged that ac
tion under Article 365 should be taken only after the 
Inter-State Council has given its seal of approval. 

3.2.02 One of them is of the view that the States 
are bound to comply with laws made by Parliament 
and any existing Jaw and it is difficult to understand 
why a State Government normally may be unwilling 
to do the needful, particularly ~as payment of 
compensation for extra expenditure is also. provided 
for in certain circumstances under Article 257(4). 
It has therefore suggested that Articles 256, 257, 339 
and 350A be omitted "so as to remove an avoidable 
irritant and restore a more even balance between the 
Union and the States. In the event of refusal by the 
State Government to do the needful in these respects, 
with a view to disrupting national security and !la
tional defence action could be taken under Article 
356". The St;te Government has also criticised the 
powers available to the Union under Articles 339 and 
350A on the ground that the Union ha~ ~ardly made 
any use of its power under these _proyi_siOns for the 
benefit of the tribes and the mmontles. 

3.2.03 One State Government, however, _,has 
suggested deletion of these Articles, including 
Articles 365 and 356, on the ground that these provi
sions "by precept and practice have the tyrannical 
potential to cause serious inroads into the functioning 
of the States, vested both with the executive and.legis
lative powers". The "chain-reaction". betwee~ these 
provisions, it is argued, is "bound to mtrude mto the 
autonomy of the States". 

3.2.04 The same State Government has asked 
for the revision and modification of Article 258(2) 
so as to ensure-(i) that this Article does not enable 
Parliament to redelegate the legislative power dele
gated to it under the Constitution: and (ii) that the 
power thereunder is exercised by Parli:o~ment only 
with the prior consent of the State. 

3.2.05 Regarding the use of Article. 258, some 
Union Ministries have referred to occasiOnal dd'fi
culties which arise in the proper implementation by 
the States, of Union measures for lack of funds or 
infrastructural facilities, or on account of State rules 

. and regulations. Clause (3) of Article 258 provides 
that the Government of India shall bear any extra 
cost that may be incurred by a State. in the exer~ise 
of the powers and duties entrusted to It by the Umon. 
It has also been recognised by the Union Ministries 
that by an large, these problems are progressively 
sort~d out through mutual consultation>. 

3.2.06 Some apprehensions have also been ex
pressed in regard to the serious consequences that 
may follow, by virtue of Article 365 read with Article 
356, in the event of non-compliance with the formal 
directions issued by the Union in the exercise of its 
executive powers. 

3. DISCUSSIONS IN THE CONSTITUENT 
ASSEMBLY 

3.3.01 In the Constituent Assembly, there was 
some discussion on clause (3) of Article 257 dealing 
with protection of railways, but none on Article 256 



and the remaining clauses of Article 257.• The provi
Sions 1~ Article 365, however, attracted criticism.• 
So:n~ .m~mbers expressed an apprchcJlsion tl1at the 
proviSions of Article 365 minht be invoked even in 
cases of. minor infraction of a direction from the Union. 
The Cna1rman of the Drafting Committee, Dr. 
Ambedkar: pomted out : "Once there is power given 
to the Umon Government to issue directions to the 
States that in certain matters they must act in a certain 

Clway, it seems to me that not to give the Centre the 
Noower to ta~e a~tion "':'hen there is failure to carry
·lout t.hose d1~ect10ns, 1s practically negativing the 

d1rect10ns wh1ch the Constitution proposes to give 
to the Centre. Every right must be followed by a 
remedy."• 

. .J3.3.02 The C?!lstitution, as it emerged finally, 
mcorporated proviSions which enable the Union to . 
give directions to the States under certain circums
tances. It also provides in Article 365, a sanction 
to ensure compliance with those directions. 

l3.3.03 Matters relating to Articles 262 and 263 
have been dealt with elsewhere in this Report. Articles 
260 and 261 do not call for any special consideration 
in the context of Union-State relations. No criticism 
has been levelled before us with regard to the struc
tural or functional aspects of Articles 258(1) and 
258A. Articles 353 and 360 have been noticed in 
the Chapter dealing with Emergency Provisions. 
Issues raised in regard to Articles 256, 257, 258(2) 
and 365 only are the main subjects of the present 
discussion.~ 

4. ;coNSTITUTIONAL PROV!Sf{)NS 
AND THEIR SCOPE 

U.4.01 'Article 256 provides that the executive 
power of every State shall be so exercised as to ensure 
com!)liance with the laws made by Parliament and 
any existing laws which apply in that State, and the 
~xecutive power of the Union shall extend to the 
giving of such directions to a State as may appear to 
the Government of India to be necessary for that 
puroose. A plain reading of the nrovisions of this 
Article shows that the existence of a law made by 
Parlia'll.ent or an 'existing law' which applies in that 
State, is a condition precedent which must be satisfied 
for the issuance of a 'direction' under it. It shall not 
be a valid exercise of the powers conferred if a direc
tion is ~iven in a situation where no enforcement 
of the law made bv Parliament or an existing law 
anplicable in that State, is involved. 

3.4.02 Further, while the State Government is 
obliged to so exercise its executive power as to ensure 
comoliance with the law made by Parliament or an 
existin~ law which anolies in that State, the powers 
conferred on the Union are not unlimited' Tt has been 
observe::! by the Sunrem~ Court that this Article does 
not empower the Union to issue a direction with res-

?. Cnrt~tit•J~n.t A..,semhlv Debates (Revised Edition). Volume 
VI!!. Page 816 and Volumo IX, Pages 1185 to 1187. 

. Cn,.tituent A."e nolv Debates (Revised Edition), Volume 
XI, Pages 506 to 520. 
CoMtituont A.ssembly Debates (Revised Editioo), Volume 

XI. Page 507· 
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pect to a matter, e.g., dissolution of the Legislative 
Assembly under Article In, which is the \:.~elusive 
concern of the State. • 

3.4.03 Article 257(1) provides : "The executive 
power of every State shall be so exercised as not to 
impede or prejudice the exercise of the eJtecutive 
power of the Union, and the executive power of the 

. Union shall extend to the giving of such directions to 
a State as may appear to the Government of India 
to be necessary for that purpose". Clause (2) of the 
Article specifically extends the executive power of 
the Union to the giving of directions to a State as 
to the construction and maintenance of means of 
communication declared in the direction to be of 
national or military importance. Clause (3) expressly 
.:x:ends the executive power of the Union "to the 
giving of directions to a State as to the measures to 
be taken for the protection of the railways within 
the State". 

3.4.04 The words "for that purpose" in clause 
(I) of this Article limit its use to those situations only 
where some executive action of a State impedes or 
prejudices the valid exercise of the executive power 
of the Union. If the Union Government purported 
to give directions about the exercise of executive 
power in any field reserved for the State executive, 
which power does not collide with, or prejudice the 
exercise ·of, the Union's eJtecutive power, such a 
direction would b~ invalid. a 

3.4.05 Even though clause (I) of Article 257 
gives the Union full control over the exercise of the 
executive power of every State to ensure that it does 
not impede or prejudice the exercise of the executive 
power of the Union, the Constitution-makers, never
theless, considered it necessary to make separate 
provisions in clauses (2) and (3) regarding means of 
communication and protection of railways. Clause 
(I) primarily emphasises the principle of federal supre
macy. Clause (2), on the other hand, is intended to 
lay stress on the overall importance of well-coordi
nated effective executive action in regard to means 
of communications and railways which are so vital 
for the defence of the country, inter-State social 
intercourse, travel, trade and commerce, and inci
dentally are conducive to national integration. 
Further, as the States have exclusive legislative and 
executive power in respect of 'land' (vide Entry 18 
in the 'State List' read with Article I 62), the Consti
tution-framers appropriately found it necessary in 
the national interest, for the Union to have control 
over the State executive to ensure availability of 
'land' for purposes of communications and protection 
of railways. · 

3.4.06 Clause ( 4) recognises the fact that for 
carrying out any direction given to a State under 
clauses (2) and (3), the State may incur extra costs. 
This clause, therefore, provides that it shall be the 
obligation of the Government of India to pay to the 
State such sums as mav be agreed upon, or, in default 
of agreement, as mav be determined by an arbitrater 
aopointed by the Chief Justice of India in respect 
of the extra costs so incurred by the State. 

-::------
5. State of Rajasthan V. Union of India AIR, 1977 ISC 1361), 

Para 196. 
6. Soervai H.M~ Constitutional Law of India, Volamt. T, 

3fd Edition, Pua S.28, Paso 16C. 



5. 1Vli£Tf1EI?. ARTTCL£5 ~56 A.YD 2S1 ARE 
!?.EPUGNA.VT TO FEDERAL PRINCIPLE 

3.5.01 The demand for deletion or "drastic" 
amendment of these provisions, mainly rests on 
the theoretical premise that the provisions of Articles 
256 and 257 are repugnant to the federal principle. 
The argument is that. in a 'federal polity', there is 
no place for provisions which confer powers on the 
Union to give directions to the States. It is pointed 
out that there is no precedent for these Articles in the 
Constitutions of United States of America and Austra
lia. 
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3.5.02 For understanding the significance and 
necessity of these provisions. it is important to re
member that there is no static, immutable format of 
a 'federal' constitution. Each country adapts and 
moulds the federal idea to its peculiar conditions and 
needs. Our Con<>titution-makers in their wisdom 
chose to secure execution of m>ny Union laws 
through the enforcement agencies of the States. They 
had learnt from a study of the working of older 
federations. that the clas<>ical concept of federalism 
in which the governmeilt powers are supposed to 
be divided into two watertight divisions. was no
where a functional rea I ity. They were also conscious 
of the transformation of 'classical federalism' into 
a dynamic process of cooperative action and shared 
responsibility between the Federal and State Govern
ments. They preferred this cooperative arrangement 
as it was considered best suited to the social conditions, 
needs and aspirations of the Indian people. It is more 
economical and effective than the one in which the 
Union and the States have separate agencies for 
administration of their respective laws, often working 
at cross-purposes rather than in cooperation with 
each other. The State administrative apparatus in 
its day-to-day working remains in close touch with 
the people and is, theref,-,re, capable of acting with 
greater efficiency in the local application of the legis
lative and executive policy of the Nation. Having 
provided for the execution by the States of the laws 
made by Parliament. the framers of the Constitution 
cast, expressly. an obligation on the States to secure 
compliance with them rather than leave it to their 
goodwill. 

3.5.03 While it can be said that, in the Constitutions 
of older federations, there is no provision conferring 
on a Federal Government the power to issue executive 
directions to the States, the basic principle of Federal 
Suprema~y underlying Articles 256 and 257 is recog
nised by them; only the technique or mode of carrying 
it into effect is different from the one adopted by 
our C'Jnstitution. The relevant con<>titutional pro
visions in the USA, Australia and West Germany 
are discussei below. 

•Federal Supremacy in USA Constitution 

3.5.04 Section 2 of Article VJ of the USA Consti
tution ordains :7 

"This Constitution and the Laws of the United 
States which shall be made in pursuance thereof: 

7. 1\onerure Vl. 1 of Chapter Vl on "Emergency Provi1).ionsn 
dio;cusoe. the principle of Federal Supremacy in the lT.S.A. 
witb reference to the Supremacy, the Guarantee and the 
Protection Oau~ in the American Constitution. 

and all Treaties m~de, or which shall he made, 
under the Authority of the United States, sluzll be 
the supreme Law of the Land; and the Judges in 
every State shall be bound thereby, anything in 
the Constitution or Laws of any State to the Con
trary notwithstanding." (emphasis added) 

The import of the above provision known as the Supre
macy Clause, has bee11 con~iderably amplifl~d through 
judicial interpretation. 

3.5.05 As early as in 1819, the US Supreme Court 
enunciated that the acts of the Federal Government 
done in pursuance of the Constitution are operative 
as Supreme Law throughout the Union and, as a basic 
consequence of this supremacy, the States have no 
power to impede, burden or in any manner control 
the operation of the laws enacted by the Gvvernment 
of the nation.• In 1824, the principle underlying 
the Supremacy Clause was articulated by the Supreme 
Court thus : "Federal action in any administrative, 
legislative or judicial form, if itself constitutional, 
must prevail over State action inconsistent therewith 
even when the State action was taken within a sphere 
in which it might otherwise act".9 In Re Eugene 
Debs (158 US 564). the Supreme Court affirmed 
that "the entire strength of the nation may be used 
to enforce in any part of the land, the full and free 
exercise of all national powers and security of all 
rights entrusted by the Constitution to its care". 

3.5.06 The Supremacy Clause of Article VI is 
considered the very key-stone of the arch of Federal 
power. "Without the Supremacy Clause". observes 
Schwartz, "there would be no real federal system, but 
only a moral union between the states. Draw out 
this particular bolt. and the federal machinery falls 
to pieces".10 

3.5.07 Section 3 of Article II of the USA Constitu
tion confers on the President the duty and power 
inter alia to "take care that the Laws be faithfully 
executed". Further, Section 8(18) of Article I empowers 
the Congress "to make '"all Laws which shall 
be necessary and proper for carrying into Execution 
the foregoing Powers, and all other Powers vested by 
this Constitution in the Government of the United 
States. or in any Department or Officer thereof". 
Section 8(15) of Article I authorises the Congress 
"to provide for calling forth the Militia to execute 
the Laws of the Union. suppress Insurrections and 
repel Invasions". 

3.5.08 By virtue of the above provisions, the Con
gress enacted the Enforcement Act, 1795 delegating 
this power to the President. This was supplemented 
by a statute of 1807 authorising the President to 
use the regular armed forces to supplement the 
Federal Militia for 'law enforcement purposes. The 

~scope of Presidential authority was further enlarged 
when an Act of the Congress of April, 1871 conferred 
on the President the right and the duty to take such 
measures by the employment of the militia or the 

~. Mc-Culloch V Maryl<md. Wheats 316. 436 (US 1R19). 
9. Gihhons V' Ogden. Wheat 1 (US 1 R24). as "digested" by 

Bernard Schwartz in his hook. "Constitutional Law. A 
Text hook" (1979) 

10 Schwartz. Bernard : "Constitutional Law, A Text book" 
(!979),•Page 51. 



land or naval forces of the United States or of either, 
or by other means, as he may deem necessary, for the 
suppression of any insurrection, domestic 1o. violence, 
or combinations in a State which hinder the execution 
of the laws, state or national. 

3.5.09 Thus, the Constitutional provisions, Supreme 
Court Judgments and Federal Statutes have combined 
to invest the Federal Government, i.e., the President 
with the paramount duty and power to secure en
forcement of Federal action through the use of 
force, if • necessary. Among the few occasions 
that the U.S. Presidents had to invoke this power, 
two are typical and are briefly described below. 11 

(i) Disregarding the orders of the Supreme 
Court on racial de-segregation in schools, 
the Governor of Arkansas, in 1957, used the 
State National Guards to bar prospective 
Negro students from entering the high schools 
for whites at Little Rock. The guards were 
later withdrawn when the Attorney-General 
obtained an injunction against . such action 
by the Governor. However, a large unruly 
mob prevented the students from entering the 
school. Thereupon, President Eisenhower 
despatched several companies of the 'US Army 
to Little Rock on September 25, 1957. Mob 
resistance disappeared and the Negro students 
were able to enter the schools without inter
ference. 

(ii) In September 1962, the Governor of Missi
ssippi was convicted for contempt by the 
Court of Appeals for defying an order of the 
Supreme Court and using State and local police 
to prevent James Meredith, a Negro student, 
from registering at the State University. Pre
sident Kennedy, through a proclamatiOn, 
warned the State against resisting Federal 
authority. Thereupon, the University agreed 
to register Meredith. However, riots broke 
out in and around the University Campus 
when Meredith, accompanied by a big force 
of United States marshals, went to the Uni
versity to register himself. President Kennedy 
sent several thousand US Army troops and 
several units of the State's National Guards 
to put down the riots. Resistance then 
collapsed. Meredith registered at the Univer
sity and began attendmg classes. 

Commonwealth Supremacy in Australian Constitution 

3.5.10 Section 61 of the Australian Constitution 
states that the executive power of the Commonwealth 
extends to the execution and maintenance of the Con
stitution and of the laws of the Commonwealth. 
One important aspect of this executive power is the 
protection of the ConstitutiOnal org~ns of Govern
ment viz., 'the Executive, the . Legz.slature and the 
Judiciary. This Section m conJunctzon wzt.h Section 
51 (XXXIX) (which speaks of matters mczdent~l to 
the execution of any power vested by the ConstitutiOn), 
is the basis for Commonwealth legzslation estabh
shing a police force to carry out thzs function, as well 
as to enforce the laws of the. Commo~we_alth, ezther 
directly, or by coming to the azd of the JUdzczal power. 

11 • KellY and Ha1·binson's TI1e American Constitution (Fourth 
Edition) : Page 930. 
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The State authorities also haveLthe duty~ of enforcing 
Commonwealth laws.~' 

l'ederal Supremacy in \\est German Constitution 

3.5.11 Article 83 of the West German Constitution 
provides that the Laender (i.e. the States) shall 
execute Federal laws as matters of their own concern, 
except where the Constitution itself provides other· 
wise. Article 84 of the Constitution enables the 
Federal Government to exercise supervision to ensure 
that the States execute the Federal laws and, for that 
purpose, to send Commissioners to the States. A 
Federal law which has been passed with the consent 
of the Upper House 'of the Federal Parliament 
(the Bundesrat) may provide that the Federal Govern
ment may issue individual instructions to State autho
rities for the execution of that law in particular 
cases. 

Rule of lJoion Suprcmac)-Artide 257(1) an executive 
Counterpart of Articl£s 246 and 254. 

3.5.12 The tssence of the rule embodied in Article 
257( I) is that, in case of conflict, the valid exercise 
of Union executive power must take priority over the 
valid exercise of State executive power. Indeed, 
it is an 'executive' facet of the principle of Union 
Supremacy. We have ah·eady noted the legislative 
facet of the same principle in the Chapter on "Legis-· 
lative Relations".l3 

3':5:13 The rationale of the principle of Union 
Supremacy in the executive field is that, in every 
constitutional system having two levels of govern· 
ment with demarcated jurisdictions, contests in res• 
pect of power are inevitable, even if each government 
is unmotivated by any desire to trespass upon the 
competence of the other. Application of the rule 
of executive supremacy of the Union resolves such 
conflicts and ensures harmony in the exercise of 
their respective powers by the two go~ernments. 

3.5.14 Articles 256 and 257 cast a mandatory duty 
on the States in regard to the exercise of their executive 
powers. The Calcutta High Court has observed : 

"The authority and the jurisdiction of the State 
Government to issue administrative directives are 
limited, firstly by the Constitution and, secondly, 
by the laws of the land. There is no law 
which authorises the State Government to 
issue directives to officers in charge of maintenance 
of law and order not to enforce the law of the land 
upon certain conditions being fulfilled and complied 
with. The provisions in Article 256 of the 
Constitution, which require that the executive power 
of every State shall be so exercised as to ensure 
compliance with the laws made by Parliament 
and any existing laws which apply in that State, 
are rna ndatory in nature ...... "·" 

3.5.15 Our Constitution, as already noted, envisages 
a single judiciary for enforcing both the Union and 
State laws. It has been pointed out that : 

12. Lumb R. D. and Ryan K.W.-The Constitution of the Com
monwealth of Ausuo l1a : Para 474. 

13. Chapter II; Paras 2.5.02 to 2.5.22. 
14. Jay Engineering Works V. Stato of West Bengal A. 1. R. 

1968 Cal. 407 at 488. . 



"Havin& _rtgard,.to~this. unified system of adminis
trauon _ot JUSUce, it. became_ essential to provide for 
the obhgattons and powers enacted in Articles 256 
and 257 in order to _ensure effective compliance with 
the Uruon laws and the due execution of the Union 
Executive powers" .1• 
3.5.16 We have already noted that one State Govern

ment has stated that, these Articles l256 and 25 7 
read_ with Articles 365·_ and 356) 'by precept and 
pracuce have the tyranmcal potential to cause serious 
inroads into the lunctioniog . of the States.' The 
various instances of 'misuse of Article 356 cited by · 
them, have nothmg to do With AI·ticles 256 and 257. 
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3.5.17 Apart from Articles 256 and 257, there are 
o_ther provisions in the Constitution which give autho
nty to the Union to give directions to the States. I 
Article 339(2) also expressly extends the executive 
power of the Union to the giving of directions to a 
State as to the drawing up and execution of schemes 
specified in the direction, to be essential for the wel
fare of the Scheduled Tribes in the State. No in
stance of such direction having been g1ven has come 
to our notice .. The President has also been empowered 
to giVe directiOns under Article 344l6) in regard to 
offiCial language of the Union, under Article 347 with 
regard to the language spoken by a section of the 
populauon of a State and under Article 350A for 
providing adequate facilities for instructions in_ the~ 
mother tongue at the primary stage of education to 
children belonging to linguistic minority groups. 
There IS some divergence of opinion whether non· 
comp_liance of directions issued by the President 
by virtue of these provisions would attract Article) 
365. The better optnion appears to be that these 
provisions also, by inevitable implication, extend 
the execuuve power of the Union to the giving of these 
directiOns to the States in the exercise of its executive 
power. Any direction given by .. the President 
under any of these provisions is intended to be 
complied with and not ignored •by the State 
concerned. These provisions would be rendered futile 
if any direction issued thereunder by "the President 
or the Union Government were to be disobeyed or 
Ignored w1th Impunity. In sum, if any direction 1ssued 
by the Uruon under any of the provisions, namely, 
Articles 256, 257, 339l2), 353, 360, 344(6), 347, 
350A, 37Iq2) and para 3 of the Fifth Schedule, is 
not complied with, then Article 365 will be attracted. 

3.5.18 In a two-tier system of government, with a 
single judiciary, where the admimstration of Union 
law is largely secured througii the machinery of the 
States, diflerences are bound to ari10e between the 
Union and the States in regard to the manner of imple
mentation of Unwn Jaws and the exercise of Union's 
executive powers, specially if they conflict with the 
exercise of the executive powers of the State. Arti
cles like 256 and 257 are essential to ensure harmo
nious exercise of the executive power by the Union 
and by the States, in keeping with the principle of 
Union supremacy and to enforce this principle, by 
giving appropriate directions, in the event of irre
concilable differences on vital issues. 

. 3.5J 9 The factual position is that the po\\ er to give 
directoons under Article 256 and 257 has never been 

15. Setalvad M.C. "Union-Soaoe Kelalions-Tagore Law Lee 
turet", Page H8. 

invoked and no pro,lamation bas been made so far 
under Article 356 by the application of Article 365. 
Normally, as hitherto, differences between the Union 
and the States, in this context, would be sorted out 
by mutt.al consultation so as to maintain a healthy 
and constructive relatoonslup between them without 
resorting to the issue of formal constitutio~al direc
tions. However, such provisions, to be used as 
a_ measure of last resort, are necessary to cope with 
situauons. of orreconcolable differences. The scope 
and hmitations of these articles as discussed 
above and rhe fact that they have not been resorted 
to all these years clearly show that the objections 
to ~ese provisions are hardly warranted. 1 hey rest 
mamly on hypothetical rather than empirical basis. 

Scope of Article 365 

3.5.20 Article 365 provides : "\\<here any Stale 
h~s failed to comply with, or to give effect to, any 
d1recuons given m the exercise of the executive power 
of the Union under any of the provisions of this 
Constitution, it shall be lawful for the President to 
hold that a situation has arisen in v.hich the govern
ment of the State cannot be carried on in accordance 
with the provisions of this Constitution". Without 
this provision, there would have been no sanction 
to ensure enforcement of tbe directions issued by the 
Umon under any proviSIOn of rhe Constitution in 
the exercise of its executive po\\er. Article 365 can 
be validly invoked, only it :-

(i) any direction is given by the Union in the valid 
exercise of its executive power under any of 
the provisions of the Constitution; and 

,ii) such direction bas not been complied with or 
given effect to by the State. 

Misuse of Article 365"-Judicial Review 

3.5.21 If either of these pre-conditions is not 
satisfied Article 365 cannot be invoked. As bas 
been rightly observed, "the power conferred by Arti
cle 365 is not absolute; it is subject to the conditions 
mentioned in Article 365 and is therefore open to 
judicial review".I8 If a direction from the Union 
did not fulfil the preconditions laid down for the 
exercise of the power in the constitutional provision 
under which it was purportedly issued, or was given 
for a purpose extraneous to the one for which the 
power has been conferred by that provision, it would 
be invalid and open to challenge on that ground 
in Court. 

Article 365 Does not impose an obligation 

3.5.22 The words "it shall be lawful for the Presi
dent to hold", do not impose an obligaticn. Thty 
only confer a power, the exercise of which is a mattu 
of discretion with the President. On every non-ce mp
liance with a Union direction, irrespective of its effect 
extent and significance, the President (in effect th~ 
Union Council of Ministers) is not bound to hold 
that a situation has arisen in which the government 
of the non-complying State cannot be carried on in 
accordance with the Constitution. The Prtsident 
should exercise this drastic power in a reasonable 

6. Seervai H.M., Constioutional Law of ludia, Volume 1, 
3rd Edition, Para S.28, Pag& 160, 



manner with due care and circumspectiot, and not 
mechanically. He should give due consideration to 
all relevant circumstances, including the tesponse, 
if any, of the State Government to the direction. In 
response to the direction, the State Government might 
satisfy the President that the direction had been 
issued on wrong facts or misinformation, or that the 
required correction has been effected. The President 
should also keeP in . mind that every insignificant 
aberration from the constitutional path or a technical 
contraventivn of constitutional prvvisitns by the 
functionaries of the State Government, would not 
necessarily and reasonably lead one to hold that 
the government in the State cannot be carried on 
in accordance with the Constitution. 

3.5.23 Thus, Artic.le 365 acts as a screen to pr•
vent any hasty resort to drastic action under Article 
356 in the event of failure on the part of a State 
Government to comply with or give effect to any 
constitutional direction given in the exercise of the 
executive power of the Union. The: exl!aorctinary 
powers under Article 365 are therefore necessary 
but should be exercised with great caution and in 
extreme cases. 

Citizen can seek Judicial Redress if State does not 
perform the Constitutional duty under article 256 

3.5.24 Even a private citizen whose interests or 
rights are jeopardised or afiected by the failure of the 
the State Government to discharge the obligation 
imposed upon it by Article 256, can seek relief from 
court requiring the State Government to exercise its 
executive power to ensure compliance with the laws 
made by Parliament and existing Ia ws. (The decisions 
in Jay Engineering Works vs. State of West .Bengal, 
AIR 196!! Calcutta 407 and Deputy Accountant 
General vs. State of Kerala, AIR 1976 Kerala 158, 
Full Bench-ILR Kerala 492 are in point). 

3.5.25 We would like to reiterate the caution 
sounded by the Administrative Reforms Commi
ssion that before issue of directions to a State under 
Articles 256 and 257, the Union should explore the 
possibilities of settling points of conflict by all other 
available means." A direction under ·tnese provi
sions and the application of the sanction under Article 
365 in the event of its non-compliance, is a measure 
of last resort. It is required to be administered with 
utmost caution after all other available alternatives 
to resolve the deadlock or conflict had been ttied and 
failed. Indeed, in certain sensitive areas, a directive 
issued for correction of an aberration from the con
stitutional course, without privr ascertainment and 
consideration of the views of the State Government 
and the feelings of the interest groups, may itseif 
produce a strong reaction, preCipitating a consti
tutional crisis of grave magnitude. 

3.5.26 We have given our anxious consideration 
to the suggestion that before issuing a formal direc
tion under the provisions of Arttcles 256 and 257, 
the Union Government should consult the proposed 
Inter-Governmental Council and seek its good offices 
in settling the points of conflict. We are unable to 

17. Administmtive Reforms Conuuissiou, .··Report on Ce~trc
State Relationships" ; Recommendallon 20, Pages 37-JH. 
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support thi8 sul!gestion because it will dilute the 
accountability of the Union Government for its 
actions to Parliament. 

3.5.27 In the light of what has been said above, 
the conclusion is inescapable that Articles 256 and 
257 which give powtr to the Union Executive to 
issue directions to the State and Article 365, without 
which there would be no sanction for securing comp
liance with those directions, are vital for ensuring 
proper and harmonious functioning of Union-State 
relations in accordance with the ConstitutiLn. They 
do not derogate from the federal principle, rather give 
effect to it. 18 They provide a technique for ensuring 
effective inter-governmental ccopcratiLn arod main
taining the Rule of Law which are the fundamental 
values enshrined in our Constitution. 

6. SUGGE:C,T/ON FOR DELET/01'< OF 
ARTICLES 339 AND 350A 

3.6.01 We have referred in para 3.2.02 unte to the 
view put forward by one of the State Governments 
that the powers available unoer Articles 339 and 
350A have hardly been made use of by the Union for 
the benefit of the Scheduled Tribes and linguistic
mine rities, respectively, and that these two Articles 
could well be deleted. 'This would remove an 
a v~ idable irritant, viz. the power of the Univn under 
these Articles to issue directions.' 

Article 339 

3.6.02 The Constitution envisages special atten
tion being paid to the educational and economic 
interests of the weaker sactions and,in particular, of 
the Scheduled Castes and the Scheduled Tribes (vide 
Article 46}. This responsibility is shared jointly by 
the Union and the States. (vide Article 36 read with 
Article 12). In recognition of the importance of 
development of the Scheduled Tribes, specific provi
sion has been made in the first Proviso to Article 
27) for the payment, out of the Consulidated 
Fund of India, as grants-in-aid of revenues of the 
States to enable them to meet thf costs of schemes 
under-taken by them, with the approval of the 
Government of India, for promottng the welfaro. 
of scheduled Tribes. Article 339{1) provid.s for the 
appointment of a Commission to rePort on the 
administration of Scheduled Areas and the welfare 
of Scheduled Tribes in States. A commission was 
accordingly set up in 1960, and it gave its report in 
1961. Article 339 (2) provides that the Union Execu
tive may, if necessary, give directions to a State as to 
the drawing up and execution of schemes essential for 
the welfare uf Scheduled Tribes in the State. 

3.6.03 It is evident that the Union Government 
has an important role to play in regard to the develop
ment and welfare of the Scheduled Tribes, not only 
by providing the necessary funds but also by way of 
effectuating the needed coordinativn among the 
various Union and State agencies for the successful 
implementation of the various schemes undertaken 
for the purpose. Further, the members of many a 
Scheduled Tribe live in areas which fall under two 

!X. Seerval H.M., .. ConslitutJoual Law of luJm", Volume J, 
Jid Edition, Pilla S.27, Page lS9, 



0 r mo rc St<t tcs and, in their c<~sc, intcr-Sta tc cc•o rcl ina
lion of welfare anJ development scheme is impot
tant. The Union should therefore have the power 
to issue directions, if necessary, to States in order 
to ensure proper planning, implementation and 
'-''"ordination of schemes for Scheduled Tribes. 
Although, the Union has not invoked this power so 
f.tr, it would be incorrect to assume that the need for 
it will never arise. Hence, we cannot agree that 
Article 339 should be deleted. 

Article 350A 

3.6.04 The States Reorganisation Commission 
had observed 19 that .the scheme of redistribution of 
State territories which it was recommending would, 
in many cases, result in bringing together peoph 
speaking a common, language and, to that extent. 
reduce the number of linguistic minorities. However, 
the problem of such monorities would remain, not· 
withstanding the safeguards embodied in the Cons
titution, e.g. Articles 29 and 30 relating to cultural 
and educational rights and Article 347 relating to 
the use of minority languages in the administration. 
The Commission observed that the Union should 
be responsible not only for prescribing policies 
governing important matters, such as, the education 
of minority groups and use of minority languages for 
official purposes, but also for due observance of such 
policies. 

3.6.05 The said Commissicn view,d the right of 
linguistic minorities to in;truction in their mother
tongue and the use of mvnority languages in the 
administration as constituting the core of the problem 
of these minoriti..,s and therefore a positive duty 
should be cast on the State to provide for facilities to 
the minorities for education in the mother-tongue at 
the primary school stage. The Commission recom· 
mended that constitutiOnal recognition should b( 
given to this right and the Union Government should 
be empowered to issue appr<priate directives 
for the enforcement of this right. The above recom
mendation was accepted and Article 350A incorpo
rated in the Constituticn in 1956. 

3.6.06 We consider education in the mother
"tongue as of fundamental significance for a child's 
development. The responsibility for providing all 
necessary facilities for such education should rest 
primarily with a State Government. But the Union 
Government should continue to be the overall autho
rity for ensuring that this right of every linguistic 
minority is fully protected. It is therefore important 
that the Union Government should have the power 
to give directives to a State Government for the 
purpose.l 

3.6.07 None of the State Governments has advanc
ed any argument to show that the eXercise of the 
power of the Union to issue directions to a State 
under Article 350A, would result in hardship to a 
linguistic minority or cause an impediment to a State 
Government in providing facilities for instruction in 
the mother-tongue at the primary stage. We do not, 
therefore, see any valid reason for deleting this 
important Article. 

l~. Report of the ~tate Reorganisatwn Comnussion (1955) 
Part IV : Chapter 1 : Pages 205·214. 
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7. SUGGESTION FOR REVISION OF ARTICLES 
154(2) (b) AND 258(2) 

3.7.01 The suggestion put forth by one St~te 
Government is that the provisions of Ar·ticles 154(2) 
(b) and 258(2) be revised to ensure that the powers 
thereunder arL exercised only with the consent of the 
State Government. Before dealing with this sugge
stion it will be useful to notice these provisions : 

154. "(J) The executive power of the State shall 
be vested in the Governor and shall be exercised 
by him either directly or through officen 
subordinate to him in accordance with this 
Constitution. 

(2) Nothing in this Article shall-

(a) be deemed to transfer to the Governor 
any functions conferred by any existing I aw 
on any other authority; or 
(b) Prevent Parliamnt or the Legislature of 
the State from conferring by law functions 
on any authority subordinate to the Gover
nor''. 

Scope of Article 258 

3. 7.02 Article 258(1) contemplates a situation 
v.here notwithstanding anything in the Constitution, 
the President may, with the consent of the State, 
entrust conditionally or un-conditionally to the 
State Government or its officers, functions in rela
tion to any matter to which the executive power 01 
the Union extends. It has teen oberved by the Supreme 
Court that "the efftct of Article 258(1) is merely to 
make a blanket provision enabling the President by 
notification to exercise the pov.er which the Legi
slature could exercise by legislation, to entrust fun· 
ctions to the officers to be specified in that behalf b) 
the President and subject to the conditions prescrib
ed thereby". 20 It is significant that the enttustrr.ent 
takes place with the consent of the State. The fun
ctions which may be entrusted under clause (I) o; 
Article 258 should relate to a matter v. ith rtspect tc 
which the executi'e pov.er veted in the Union eithe1 
under the general provision in Article 73 or any spec· 
fie pn vision (e.g. Article 298) in the Constitutior. 
It does not authorise the President to delegate those 
powers and functions "ith "hich he is, by the express 
provisions of the Constitution, invested (IS Preside11121 
Functions of the Union in relation to a Union 
Territory, in respect of matters in the Union, State 
or Concurrent List can also be entrusted to a State 
under this provision. 

3.7.03 Article 258(2) empowers Parliament to 
enact a law providing for conferring of powers and 
imposition of duties or for authorising the confcrrinr 
of powers and imposition of duties upon the Stat( 
or its officers and authorities, notwithstanding the 
fact that it relates to a matter with repect to which 
the legislature of the State has no power to mak< 
laws. Thus, it covers a situation where without " 
State's consent, powers can be conferred and duties 
imposed by a law made by Parliament within its com
petence, even if the State legislature has no power to 
make a law with repect to the subject matter of the 
Union law. 

20. Jayantilal Amratlal V. F.N. Rana, 5 SCR 294, Para 16. 
21. Ibid, Para 12. 



Powers CO!lferred on Parliam~nt bv the Corestitution 
are plenary and not ddrgated 

3.1.04. The argument advanced is that these 
rovisions offend against the fundamental maxim 

De/egata postestas non pot est delegari, because Par
liament is not competent to redelegate the powers 
delegated to it by the Constitution. The argument 
1ppears to be misconceived. It is based on the 
assumption that the powers allocated to Parliament 
by the Constitution under Article 246, read with List 
I of the Seventh Schedule, are delegated powers; and 
t~e Act _of Parliament conferring powers and impo
>mg duties under Clause (2) of Article 258 would 
amount to redelegation of its delegated powers by 
the.: delegatee. This assumption is fallacious. the legis
lattve powers of Parhament entrenched in the Cons
;itution, are plenary powers and not delegated 
p~wers. Reference to the said maxim is entirely 
mtsplaced.- The muim contains a kindred principle 
which limits the operation of the maxim qui facit per 
1/ium (acit per se, s0 that one agent cannot lawfully 
1ppoint another to perform the dutie> of his agency. 
This is not the position here. 

3.7.05. The question why unlike Clause (I), the 
!ntru~tm!nt of Union p:Jwer under Clause (2) 
of the Article can be maie without the consent of 
the State, is to be answered not in terms of abstract 
legal aphorisms but on pragmatic considerations of 
the functional viability and necessity of these provi
sion~. We have noticed that the Constitution-makers 
'nstead of having the more expen~ive and con~ict
protle arrang~·n·!nt of s~curing enforcement 
~f Union and State laws through s~parate 
agencies, opted to have the Union laws and 
policies enforced through the machinery of 
the States. Article 258 provides two alternative 
courses for securing the implementation of the 
laws and policies of the Union. Under Clause (1), 
the President may entrust, with the consent of the 
State, any of the functions to which the executive 
power of the Union extends, Under Clause (2) the 
entrustment is by law enacted by Parliament. While 
executive action to confer powers and duties requi
res consent of the State Government, Parliament 
has the power to determine the appropriate instru
nentalities, whether these belong to the Union or a 
_;;tate or both, for enforcing its laws, Entrustment of 
powers and duties on a State Government or its 
officers of authorities by l1w by Parliament does 
'lOt therefore require any consent by the 1State 
Government. 

3.7.06. The entire scheme illustrates the close 
interdependence of the Union and the States in their 
executive functioning. A special feature of such func
tioning is that the administrative powers and duties 
which a State or its officers/authorities are called 
upon to exercise in implementing Union laws, are 
closely allied to and often inter-mingled with the 
normal activities·undertaken by the State in running 
its own administration. Tf such administrative pow
ers and duties were to be undertaken by the Union 
instead of by a State there would be two parallel 
agencies undertaking almost similar functions. 
Such an arrangement would not only be more ex
pensive and less efficient but also couldlead tv 
conflict betwem the two sets of agencies. 
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3. 7.07 Thus, clau~e (2) of Article 258 gives un
qualified power to p,r\ia.tn~nt tfl enact A l.•.w Cfln· 
ferring powers and imposing duties on a State or its 
officers,'authorities, notwithstanding that th · law 
relates to a matter with respect to which the State 
has no legislative competence. The only valid objec
tion to such statutory delegation of powers and impo
sition of duties could be that it may result in extra 
financh I burden on the State exchequer. Clause (3) 
of the Article imperatively requires that "there by 
virtue of this article powers and duties have been con
ferred or imposed upon a State or officers or autho
rities thereCJf, there shall be paid by the Government 
of India to the State such sum as may be agreed. or, 
in default of agreement, as may be determined by 
an arbitrator appointed by the Chief Justice of 
India, in respect of any extra costs of administration 
incurred by the State in connection with the 
exercise of those powers and duties". 

3.7.08. In practice, whenever the assistance of 
States is required for enforcing a law of Parliament, 
the e 1actment its~lf makes provisions for the exer
cise of the requisite powers and duties by States, or 
enables the Union Government to delegate or en
trust such powers and duties to them. (An enactment 
of Parliament may contain both these typ~s of provi
sions). However, a law of Parliament or an "existing" 
law applicable in a State may make it the responsi
bility of the Union to exercise certain powers/du
ties and may not specifically provide for their dele
gation or entrustment to States. At the same time, 
any such law may not prohibit such delegation or 
entrustment. In that event, the Union may entrust 
any of these powers anq duties to a State with its con
sent, by invoking clause (I) of Article 258. Also, exe
cutive powers and duties of the Union which are not 
governed by either a law of Parliament or an "exist
ing" law may be entrusted by the Union to a State, 
again with its consent, by invoking clause (I). 

3.7.09 No specific case has b~en brought in 
evidence before us to show that there has been any 

:!problem betwe~n the Union and the States in the 
ooeration of clauses (I) and (2) of Article 258 or 
that th~ m~ch1ni;m orovided in clause (3) has been 
found inadequate to compensate a State for the extra 
~osts incurred by it in connection with the exercise 
of its delegated powers and cluties. 

3.7.10 Federalism is more a functional arrange
ment for co-operative actirn, than a static insti
tutional concept. Article 258 provides a too I, by the 
liberal use of which, co-operative federalism can be 
substantially realised in the working of the system. 
We. therefore, recommend a more extensive and 
generous use of this too I, than has hitherto been 
made. for progressive decentralisation of powers to 
the Governments of the States and lor their officers 
and authorities. 

S. INTER-GOVERNMENTAL CO-ORDINATION 
AND CO-OPERATION 

3.8.01 The diffused pattern of distribution of 
governmental functions between the Union and the 
States. and the manner in which the administration 
and enforcement of most Union laws is secured 
through the machinery of the States, postulate that 



the inter-gavernmental rehtions under the Consti
tutiOn hl\'e to be worked on the principles of coopera
tive fcieralism. Several otller features of the Consti
tution reinfor.:e this c:>nclusion. For ensuring inter
g.)vernm!nt tl .::>ordination and cJoperation, the 
Constitution envisages S!Veral institutions or bodies. 
Tb.~ most imp:>rtant of them is the forum of Inter· 
State Council contemplated by Article 263. We have 
dealt with thi s aspect in Chapt.:r IX. 

9. RECO.\lMEVDATlONS 

3.9.01 Articles 256, 257 and 365 are wholesome 
provisions, designed to s:cure co~rdi~ation b~tw~en 
th~ Union and the States tor effecttve Iml)lementattOn 
of" U:tion laws and the national pJlicies indicated 
the rein. Nonetheless, a direction under Articles 256 
and 257 and the ap;Jlication of the sanction under 
Article 365 in t;H event of its non-com;Jliance, is a 
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m~sureofla.st resort. Before issue of directions to a 
State or aplpication of sanction under Article 36S, 
utmost caution should be exercised and all possi
bilities explored for settling p:>ints of conflict by all 
other a.vailable means. ' 

(Paras 3.5.25 & 3.5.27) 

3.9.02 Federalism is more a functional arrange
ment for cooperative action, than a static institu
tional concept. Article 258 provides a tool, by the 
liberal use of which, c,J-operative fed~ralism can be 
substantially realised in the working of the system. 
A more extensive and g:nerous use of this tool should 
be made, than has hitherto b!en done, for progres
sive decentralisation of powers to the Governments 
of the States and/or their officers and authorities. 

Para 3. 7.10) 
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CHAPTER IV 

ROLE 01<' THE GOVERNOR 

1. JNTJWDVCJJUN 

'"4.1.0 1 The role of the Governor has emerged as 
one of the key issues in Union-State relations. The 
Indian political scene was dominated by a single party 
for a number of years afLer Independence. Prolllems 
which aruse in the working of Union-State relations 
were mostly matters for adJustment in the intra-party 
forum and the Governor had very little occasion for 
using his discretionary powers. The institution of 
Governor remained largely latent. Events in Kerala 
in 1959 when President's rule was imposed, brought 
into some prominence the role of the Governor, but 
thereafter it did not attract much attention for some 
years. A major change occurred after the Fourth Ge
neral Elections in 19o 7. In a number of States, the 
party in power was different from that in the Union. 
The subsequent decades saw the fragmentation of poli
tical parties and emergence of new regional parties. 
Frequent, sometimes unpredictable realignments of 
political parties and groups took place for the purpose 
of forming governments. These developments gave 
rise to chrome instability in several State Governments. 
As a consequence, the Governors were called upon to 
exercise their discretionary powers more frequently. 
The manner in which they exercised these functions 
has had a direct impact on Union-State relations. 
Points of friction between the Union and the States 
began to multiply. 

4.1.02 The role of the Governor has come in for 
attack on the ground that some Governors have failed 
to display the qualities of impartiality and sagacity 
expected of them. lt has been alleged that the Gover
nors have not acted with necessary objectivity either 
in the manner of exercise of their discretion or in their 
role as a vital link between the Union and the States. 
Many have traced this mainly to the fact that the 
Governor is appointed by, and holds office during the 
pleasure of, the President, (in effect, the Union Cou
ncil of Ministers). The part played by some Gover
nors, particularly in recommending Pr~sident's rule 
and in reserving State Bills for the consideration of 
the President, has evoked strong resentment. Frequ
ent removals and transfers of Governors before the · 
end of their tenure have lowered the prestige of this 
office. Criticism has also been levelled that the Union 
Government utilises the Governors for its own 
political ends. Many Governors, looking forward 
to further office under the Union or active role 
in politics after their tenure, came to regard them
selves as agents of the Union. 

2. HISTORICAL BACKGROUND 

4.2.01 The Government of India Act, 1858 trans
limed the responsibility for administration of India 
from the East India Company to the Bntlsh Crown. 
The Governor then became an agent of the Crown, 
functioning under the general supervision of the Gov-
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ernor-General. The Montagu-ChJmsford Reforms 
(1919) ushared in responsible Government albeit 
in a rudimentary form. However, the Govern~r con--' 
tinned to be the pivot of the Provincial administra-
tion. -

4.2.02 The Government of India Act 1935 intro
duced provincial autonomy. The Gover~or was now 
required to act on the advice.,of Ministers responsible 
to the le~slature. Even so, It placed certain special 
responslbllltles on the Governor, such as prevention· 
of grave menace to the peace or tranquility of the 
Province, safeguarding the legitimate interests or· 
minorities and so on. The Governor could also act 
in his discretion in specified matters. He functioned 
under the general superintendence and control of the 
Governor-General, whenever he acted in his indivi
dual judgement or discretion. 

4.2.03 In 1937, when the Government of India 
Act, 1935 came into force, the Congress Party com
manded a majority in six provincial legislatures. They 
foresaw certain difficulties in functioning under the 
new system which expected Ministers to accept, with
out demur, the censure implied, if the Governor exer
cised his individual judgement for the discharge of his 
special responsibilities. The Congress Party agreed 
to assume office in these Provinces only after it received 
an assurance from the Vic~roy that the Governors 
would not provoke a conflict with the elected Govern
ment.1 

4.2.04 Independence inevitably brought about a 
change in the role of the Governor. Until the Consti
tution came into force, the provisions of the Govern
ment of India Act, 1935 as adapted by the India (Pro
visional Constitution) Order, 1947 were applicable. 
This Order omitted the expressions 'in his discretion', 
'acting in his discretion' and 'exercising his individual 
judgement', wherever they occurred in the Act. 
Whereas, earlier, certain functions were to be exer
cised by the Governor either in his discretion or in 
his individual judgement, the Adaptation Order made 
it incumbent on the Governor to exercise these as well 
as all other functions only on the advice of his Coun
cil of Ministers. 

4.2.05 The framers of the Constitution accepted, 
in principle, the Parliamentary or Cabinet system 
of Government of the British model both for the 
Union and the States. While the pattern of the two 
levels of government with demarcated powers remai
ned broadly similar to the pre-Independence arrange
ments, their roles and inter-relationships were given a 
major re-orientation. 

4.2.06 The Constituent Assembly discussed at 
length the various provisions relating to the Governor. 
Two important issues were considered. The first 

'· Munshi K.M. : "Pilgrimage to Freedom" Vol. I: page 
44• 



is~ue was whether there should be au elected Govomor. 
It was re.:ogni~~d that the co-existence of an elec
teJ Governor a.1d a Chief Minister responsible.to the 
Legislature might lead to friction and_ consequent 
weakness in administration. The concept of an elec
ted Governor was therefore given up in favour of a 
nominated Go\ernor. Explaming in the Constitu
ent Assembly why a Governor snould be nominated 
by the President and not elected, Jawaharlal Nehru 
observed tnat ''an elected Gowrnor would to some 
extent encourage that separatist provincial tendency 
more than otherwise. There will be far fewer common 
links with the Centre."• 

4.2.07 The second issue related to the extent of 
discretionary powers to be allowlld to the Governor. 
Following the decision to have a nominated Gover
nor, references in the various articles of the Draft 
Constitution relating to the exercise of specified 
functions by the Governor 'in his discretion' were 
deleted. The only explicit provisions retained were 
those relating to Tribal Areas in Assam where the 
administration wa.s made a Central responsibility. 
The Governor as agent of the Central Government 
during the transitional period could act independently 
of his Council of Mintsters. Nonetheless, no change 
was made in Draft Article 143, which referred to 
the discretionary powers of the Governor. This pro
vision in Draft Article 143 (now Article 163) gene
rated con~iderable discussion. Replying to it, l>r. 
Ambedkar maintained" that vcsung the Governor 
with certain discretionary powers was not contrary to 
responsible Government. 

3. CONSTITUTIONAL PROVISIONS AND THEIR 
SCOPE 

4.3.01 The Cvmtitution as it finally emerged, 
envisages that normally there shall be a Governor for 
each State (Article 153). The Governor is appointed 
by the President and holds office during his pleasure 
(Articles 155 & 156(1)}. Article 154 vests the execu
tive power of the State in the Governor who exercises 
it either directly or through officers• subordinate to 
him in accordance with the Qnstitution. Under 
Article 163( I), he exerciSt:s almost all his executive 
and legislative functions with the aid and advice of his 
Council of Ministers. Thus, executive power vests 
theoretically in the Governor but is really exercised 
by his Council of Ministers, except in the limited 
sphere of his discretionary action. 

4.3.02 Article 167 of the Constitution imposes 
duties on the Chief Minister to communicate to the 
Governor all decisions of the Council of Ministers and 
proposals for legislation and such other information 
relating to the administration of the affairs of the State 
and proposals for legislation as the Governor may call 
for; and ''if the Governor so requires, to submit for the 
consideration of the Council of Ministers any matter 
on which a decision has been taken by a Minister but 
which has not been considered by the Council'. The 
information which the Governor is entitled to receive 

'· Constuuent A>S<:mbly Oebates (Revised Edition); Volume 
VUI : page 455. 

•. Constilutnt A')')ernbly L>ebates (Revised Edition) : Vo
lume V ill : pag"' 500 lo 502. 

•. The expression 'officers• ia this Aniclc includu Minis
ten. 
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under clause (b) of the Article, must not only be rela
ted tv the affairs of the State administration, but also 
have a nexus with the discharge of his Constitutional 
responsibilities. 

4.3.03 The nature and scope of these duties of the 
Chief Minister and the corresponding rights and powe
rs of the Governor are to be understood in the context 
of their respecuve roles and responsibilities under a 
Cabinet system of government as adopted in our Cons
tillttion. Under this system, the Governor as Consti
tutional head of the State has "a right to be consulted, 
to warn and encourage" and his role is overwhelm
ingly that of "a friend, philosopher and guide" to his 
Council of Ministers. liarmoniously with this role, 
the Governor also functons as a sentinel of the Cons
titution and a live link with the Union. The rationale 
of Article l67 is that by affortling access to necessary 
information relating to the administration of the affairs 
of the State and the legislative proposals, it enables 
the Governor to discharge effectively this multi-face
ted role. 

4.3.04 The options available to the Governor L n
der Article 167 give him persuasive and not dictatorial 
powers to overrio.: or veto the decisions or proposals 
of his Council of Ministers relating to the adminis
tration of the affairs of the State. At bc~t, "they are 
powers of giving advice or counselling delay or the 
need for caution and they arc powers which may be 
used,to build bridges between the Go\ernment and op
position"." The efficacy of this advisory role of the 
Governor depends, in no small measure, on the res
pect which the incumbent of the office inspires for his 
wisdom and integrity in the mind of his Chief Minis
ter and Ministers, in particular, and the legislature 
and the public, in general. 

4.3.05 The Governor does not exercioe the execu
tive functions individually or personally. The State 
Government at various levels takes executive action 
in the name or -,he Governor in accordance with the 
rules of business framed under Article 166(3). Hence, 
it is the State Govermnent and not the Governor who 
may use or be sued in respect of any action taken in 
the exercise and performance of the powers and duties 
of his office (Articles 361, 299(2) and 300). 

4.3.06 ln a very limited field, however, the Gov
ernor may exercise certain functions in his discretion, 
as provided in Article l63(1), which reads as follows : 

(I) There shall be a Council of Ministers \lith the 
Chief Minister at the head to aid and ad vise 
the Governor in the exercise of his functkns, 
except in so far as he is by or under this Cons
titution required to exercise his functk ns or 
any of them in his discretion. 

(2) If any question arises whether any matter is or 
is not a matter as respects which the Governor 
is by or under this Constitution required to act 
in his discretion, the decision of the Governor 
in his discretion shall be final and the validity 
of anything done by the Governor shall not be · 
called in question on the ground that he ought 
or ought not to havo:> acted in his discretion. 

•. Scervai H.M., Constilulional Law of India, 3rd Edn., 
Vol. IJ, Para 18.~2. pa&e 1732. 



0) The question whcthe1· anv, and if so what, 
advice was tendered by Ministers to the Gover
nor shall not he inquired in to in any court. 

4.3.07 The first part of Article 163 (I) requires the 
Governor to act on the advice of his Council of Mi
nisters. There is, however, an exception in the latter 
part of the clause in regard to m1tters where he is 
by or under the Constitution required to function 
in his discretion. Th6 cxpression"rcquired" signifies 
that the Governor can exercise his discretionary 
powers only if there is a compelling necessity to do 
so. It has been held 6 that the expression "by or under 
the Constituion" means that th~ necessity to exercise 
such powers may arise from any express provision of 
the Constitution or by necessary implication. We 
would like to add that such necessity may also arise 
from rules and orders made "under" the Constitu
tion. 

4.3.08 Thus, the scope of discretionary powers as 
provided in the exception in clause (I) and in clause 
(2) of Article 163 has been limited by the clear langu
age of the two clauses. It is an accepted principle 
that in a parliamentary democracy with a responsible 
form of government. the powers of the Governor as 
Constitutional or formal head of the State should not 
be enlarged at the cost of the real executive, viz. the 
Council of Ministers. The scope of discretionary 
powers has to be strictly construed, effictively dispelling 
the apprehension, if any, that -the area for the eYercise 
of discretion covers all or any of the functions to be 
exercised by the Governor under the ConstitutiOn. 
In other words, Article 163 does not give the Gover
nor a general discretionary power to act against or 
without the advice of his Council of Ministers. The area 
for the exercise of his discretion is limited. Even this 
limited area, his choice of action should not be arbi
trary or fanciful. It must be a choice dictated by rea
son, actuated by good faith and tempered by caution. 

4.3.09 The Constitution contains certain provisions 
expressly providing for the Governor to aet-

(A) in his discretion; or 

(B) in his individual judgement; or 
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(C) independently of the State Council of Minis
ters; viz. 

(a) (i) Governors of all the Stales-Reservation fo,· 
the consideration of the President of any Bill 
which, in the opinion of the Governor would, 
if it became law, so derogate from the powers 
of the High Court as to endanger"the position 
which that Court is by the Constitution de
signed to fill [Second Proviso to Article 200]. 

i)The Governors of Arunachal Pradesh, Assam, 
Meghalaya, Mizoram, Nagaland, Sikkim 
and Tripura have been entrusted with some 
specific fun_ction.s to b~ exerci~ed by them 
in their d1scret10n (l'lde ArtJcles 371A, 
~71F and 371 H and paragraph 9 of the Sixth 
Schedule). These have heen dealt with in 
detail in Section 14 of thi~ Chapter. 

6. Samsher Singh Vs. State of Punjab (AIR 1974 SC 2192) : 

r~~·· 48 aqd 54 to 56. 

(b) The Governors of Arunachal Pradesh"and 
Nagaland have been entrusted with a special 
responsibility with respect to law and order 
in their respective States. In the discharge 
of this responsibility, they are required to ex
ercise their "individual judgement" after con
sulting their Council of Ministers. This aspect 
also has been discussed in Section 14 of this 
Chapter. 

(c) Governors as Administrator of U. T.-Any Go
vemor, on being appointed by the President as 
t~e administrator of an adjoining Union Ter
ntory, has to exercise his functions as admi
nistrator, independently of the State Council 
of Ministers I Article 239(2)]. In f ct. as admi
nistrator of the Union Territorv, the Governor 
is in the position of an agent o.f the president. 

4.3.10 Articles 371(2) and 371C(I) provide that 
certain special responsibilities may be entrusted by 
Presidential Orders to the Governors of Maharashtra 
and Gujarat and the Governor of Manipur, respecti
vely. Article 371(1), which has since been deleted, 
made a similar provision in respect of the Governors 
of Andhra Pradesh and the erstwhile composite State 
of Punjab. The Presidential Orders so far issued under 
these Articles have provided that the concerned Gov
ernors, while carrying out certain functions connected 
with the special responsibilities entrusted to them, 
may exercise their discretion. (All these Orders, except 
the one issued under Article 371 C, have since been 
rescinded). It has to be noted that these Articles them
selves do not expressely provide for the exercise of dis
cretion by th~ concerned Governors. Thus these Pre
sidential Orders are instanc. s of a Gov~rnor being 
required to act in his discretion "under" the Consti
tution. These Orders are discussed in some detail in 
Section 14 of this Chapter. 

4.3.11. The obligation of the Governor to discharge 
a functiOn uncer the Constitution in the c~erciso of 
his discretion may also arise by implication from the 
tenor of the constitutir nal provision, the very nature 
of the function or the exigencies of a particular situa
tion where it is not possible or practicable for the 
Governor to seek or act on Ministerial advice. Some 
typical situations are given below :-

(arA Governor hFs necessarily to act in his dis
cretion where the advice of his Council of 
Ministers is not available, e.g. in the appoint
ment of a Chief Minister soon after an election, 
or where the Council of Ministers has resipr>ed 
or where it has teen dismissed [Article 164(1)]. 

n,) A Governor rray J,a,'e to act arair>st tl·e rdvife 
of the Council of Ministers, e.g. disrrissal of 
a Ministry following its rcft•sal to resipn <'n 
being defeated in the legislative Assembly 
on a vote of no-confidence [Article 164( I) 
&(2)]. 

(c) A Governor may require that anv matter drci
ded by a Minister may J:oe coflsidered by the 
Council of Ministers (Article 167). 

(d) A Governor may have to make a report to the 
President under Article 356 that a situation has 
arisen in which the government of the State 
cannot be carried on in accordance with the 



provisions of the Constitution. Obviously, in 
such a situation he may have to act against the 
aid and advice of the Council of Ministers as 
the situation may be due to the various acts 
of omission or commissi.,n on the part of the 
Council of Ministers (Article 356). 

(e) A Governor may have to exercise his discretion 
in reserving a Bill for the consideration of the 
President (Article 200). 

4.3.12 The Governor must discharge his discre
tionary functions to the best of his jud~ment and not 
at the dictation of any outside authority, unless such 
authority is authorised by or under the Constitution 
to issue directions in that matter. An imtance of such 
authorisation is furnished by Article 371 F(g) which 
makes the discharge by the Govt>rnor of Sikkim of 
his soecial responsibility subject to such directions as 
the President may issue. 

4.3.13 Article 355 of the Constitution imposes a 
duty on the Union (i) to protect every State against 
external aggression and internal disturbance; and 
(ii) to ens~re that the Government of every State is 
carried on in accordance with the provisions of the 
Constitution. If a situation arises when the Govern
ment of a State cannot be so carried on in accordance 
with the Constituti0n. Article 356 provides for a report 
from the Governor of the State to the President. It 
is implicit in these two Articles that, for the proper 
discharge of its paramount responsibilities, the Union 
has a right to expect and the Governor an obligation 
to send reports on important developments in the State 
as and when thev take place, which appear to the Go
vernor to contribute towards a potential or actual 
situation of external aggression or int~rnal distur
bance or failure of the constitutional m1chint>ry in"the 
state. 

4.3.14 The Constitution thus assigns to the Gov
ernor the role of a Constitutional sentinel and that of 
a vital link between the Union and the State. The 
Governor. on occasions. could also play a useful 
role as a channel of communicat'on bt>tween the 
Union and the State in regard to matters of mutual 
interest and responsibility. If anv directions are issued 
by the Union in the exercise of its executive power to 
the State Government under anv provision of the 
Constitution. such as, Articles 256 and/or 257. it 
will be the duty of the Governor to keep the Union 
informed as to how such directions are being imple
mented hv the State Government. Being the holder 
nf an indepf'ndPnt Constitutional office, the Governor 
is not a subordin•te or a subservient agent of the 
Union Government. However. in respect of those 
<"Ccified functions which the Constitution requires 
him to uerform ·s agent of the Union, he is accounta
hle to the Pre<ident. 

4.3.15 We have indicated in the preceding r>ara
graohs the duties of the Governor as the Constitutional 
head of the State. his responsibility to the Union and 
his role as a link between the Union and the State. 
Tn the disc"arge of these responsibilities he should 
hove due regard to his •,.,oth of office, vide Article 159 
which binds- him to pre>erve, r>rotect a11.d defend the 
Con<titution and the law, and als~ to devote himself 
to the service and well being of the people of the State 
,oncerned. 
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4.3.16 The Administrative Reforms Commis~ion 
(ARC) considered certain aspects of Union-State re
lations. The Study Team constituted by the ARC, 
explaining the nature of the Governor's role, obser
\'ed7 that the "office of the Governor is not meant 
to be an ornamental sinecure." It pointed out that 
his character. calibre and exrerience must be of an 
order that enables him to disch:1rge with skill and 
detachment his dual responsibility towards the Union 
and the State of which he is the constitutional head. 
According to the Study Team, this duality is perhaps 
its most important and certainly its most unusual 
feature. It stated that "it is vitally important therefore 
that what the Governor is required to do should be 
clearly understood by him, by the State Government 
and by the Centre. And it is equally important that 
the Governor should discharge his functions judici
ously, impartially and efficiently". 

4.3.17 The Administrative Reforms Commission 
in its Report (1969), observed 8 that the Governor as 
head of the State should by his impartiality and sense 
of fair-play, command the respect of all parties in his 
State. Much has happened since then. Nonetheless, 
these ohservatinns remain as valid today as they were 
then. 

4. MAIN FACETS OF THE GOVERNOR'S ROLE 

4.4.01 The three important facets of the Governor's 
role arising out of the Constitutional provisions, 
are :-

(a) as the constitutional head of the State operating 
normally under·a system of Parliamentary de
mocracy; 

(b) as a vital link between the Union Government 
and the State Government; and 

(c) as an agent of the Union Government in a 
few specific areas during normal times [e.g. 
Article 239(2)] and in a number of areas during 
ahnormal situations [e.g. Article 356(1)]. 

Criticism of the Role of the '"Governor !::S to-

4.4.02 There h little controversy about (c) above. 
But th~ maMcr in which he has rerformed the chnl 
role. as envhag:cl in (a) and (b) abnve. has attracted 
much criticism. The burclem of the complaints 
against the h:haviour of Governors, in general, is 
that they arc unable to shed their political inclina
tions, predil~ctions and prejudiees while dealing with 
different political parties within the State. As a 
result. sometimes the decisions they take in their 
discretion appear as partisan and in ended to promote 
the interests of the ruling party in the Union Govern
ment, p~rticula rly if the Governor was earlier in 
active fl:)litics or intends to enterrolitics at the end of 

r his term. Such a behaviour, it is said, tends to im
r>air the system of Parliament2rydemocracy,detracts 
from theautonomyofthe States, and generates strain 
in Union-State relations. 

7. Pans 18.1 and 18.10 of report. 
8. "Report on Centre-State Re1atonships": Chapter IV; 

Para 4, 



Use of Discretion-

(i) In Choosing Chief Minister 

4.4.03 (a) Soon after an election when a single 
party or a coalition emerges as the largest single 
party or group, there is no difficulty in the selection 
and appointment of a Chief Minister. However, 
where no single party or group command absolute 
majority, the Governor has to exercise his 
discretion in the selection of Chief Minister. In 
such a situation, the leader of the party or group 
which, in •o far as the Governor is able to ascertain, 
has the largest support in the Legislative Assembly, 
may be called upon to form the Government, leaving 
it to the Assembly to determine the question 
of confidence. This procedure leaves little scope 
for any allegation of unfairness or partisanship on 
the part of the Governor in the use of his discretion. 
Such a situation may also arise when a Ministry re
signs after being defeated in the Assembly or because 
it finds itself in a minority. The above principle 
was followed in Madras (1952) when the Congress 
Party was called upon to form the Government. It 
was also followed in Bihar (June 1968). When the 
Government resigned, the leader of the Congress 
Party was invited to form the government and ap
pointed Chief Minister. However, this m!thod was 
not followed in the case of Andhra (1954). Even 
though the Communist Party was the largest single 
party, its leader was not called upon to form the 
Government. 

(ii) In Testing Majority 

(b) Governors have employed various ways to 
determine which party or group is likely to command 
a majority in the Legislative Assembly. Some have 
relied only on lists of supporters of rival claimants 
produced before them, as in Bihar (June 1968) when 
the Congress Party was called upon to form a govern
ment. In some cases, physical verification by counting 
heads was carried out as in the case of Gujarat {1971), 
when the leader of the newly formed Congress (C) 
Party was called upon to form the government. 
Similarly, in Uttar Pradesh (1967), th~ lead~r of the 
Congress Party was appointed Chief Minister after 
the Governor had physically counted his supporters. 
In'the case of Rajasthan (1967), physical verification 
was resorted to and the leader of the Congress Party 
was called upon to form the Government; but, in 
determining th~ relative strengths of the Congress 
Party and Samyukta Dal, the Ind'ependents were 
ignored. If they had been taken into account, the 
result might well have been different. Further, 
when the leader of the Congress Party did not form 
the government, the leader of the opposition group 
was not called upon to do so; instead, President's 
rule was imposed. 

(iii) In Dismissal of Chief Minister 

(c) There has been no uniformity in regard to the 
criteria adopted for dismissal of a Chi~f J\:finister. 
Obviously. a Chief Minister cannot cont1nue 1n office 
after he c~ases to command a majority in the Legi
slative Assembly. It is normal for a Chief Minister 
to resign immediately or face the Legislative Assembly 
to prove that he continues to enjoy majority support. 
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The Chief Minister of West Ben gal ( 1967) neither resi
gned nor faced the Assembly within the time indicated 
br t~e G_overnor. The Govern?r first gave a fort
mght s t1me and later eXtended 1t by a week, giving 
time till the end of November, 1967 to summon the 
Assembly. As the Ministry would not agree to 
summon the Assembly earlier than on 18th Decem
ber, 1967, the Governor dismissed the Ministry on 
21st November, 1967. In the case of Uttar Pradesh 
(1970), the Chief Minister was asked to resign, even 
though he was prepared to face the Assembly within 
two days. 

(iv) In Dissolving the Legislative Assembly 

(d) Various Governors have adopted different 
approaches in similar situations in regard to disso
lution of the Legislative Assembly. The advice of a 
Chief Minister, enjoying majority support in the 
Assembly, is normally binding on the Governor. 
However, where the Chief Minister had lost such 
support, some Governors refused to dissolve the Le
gislative Assembly on his advice, while others in simi
lar situations, accepted his advice and di&solved the 
Assembly. The Assembly was dissolved in Kerala 
(1970) and in Punjab (1971) on the advice of the Chief 

· Minister whose claim to majority support was dou
btful. However, in more or less similar circumstan
ces in Punjab (1967), Uttar Pradesh (1968), 
Madhya Pradesh (1969) and Orissa (1971) the Legi
slative Assembly was not dissolved. Attempts were 
made to instal alternative Ministries. 

(v) In Recommending Presidents's Rule 

(e) In a number of situations of political instability 
in the States, the Governors recommended Presi
dent's rule under Article 356 without exhausting 
all possible steps under the Constitution to induct or 
maintain a stable government. The Governors con
eerned neither gave a fair chance to contending 
parties to form a Ministry, nor allowed a fresh appeal 
to the electorate after dissolving the Legislative As
sembly. Almost all these cases have been criticised 
on the ground that the Governors, while making their 
recommendations to the President, behaved in a 
partisan manner. Further, there has been no uni 
formity of approach in such situations. We have 
dealt with these aspects in Chapter VI, "Emergency 
Provisions". 

(vi) In Reserving Bills for President's Consideration 

(f) Governors have generally gone by the advioe 
of their Council of Ministers in reserving State Bills 
passed by the Legislature for the considerati?n of the 
President. There have been, however, some 1nstances 
when Governors reserved State Bills in the exerci~e 
of their discretion, creating a controversy ID 
some cases. We have dealt with the various aspects 
of reservation of Bills for the consideration of the 
President, in Chapter V. 

Other Criticisms Regarding Nominations to Legi
slative Council 

4.4.04 The use of discretion by Governors in the 
nomination of members to the Legislative Council 
has been criticised. The first case of exercise of dis
cretion in regard to such nomination arose as early 



as in 1952, in Madras, when Shri C. Rajagopalachari 
was nominated to the Legislative Council and was 
then appointed as Chief Minister. This issue appa
rently cropped up again in Maharashtra in the 
recent past. The action has been criticised on tht 
ground that the Governor has no discretion in such 
matters. 

Regarding exercise of Discretion as Chancellor of 
University 

4.4.05 The use of discretion by Governor, in nomi
nating members of a University Council or Universit_) 
functionary, in his capacity as Chancellor of a Um
versity in the State, has also come in for criti
cism. In several State Universities. the concerned 
legislations specifically provide that the Governor by 
virtue of his office shall b.· Chancellor or head of the 
University and by these legislations certain powt;rs 
have been conferred on the Chancellor. Governor' 
have exercised their pvwers as Chancellor unde1 
the statute and not as Governor. Actions of the 
Governors have:again been questioned on the premis_e 
that they have to abide by the advice of the Council 
of Ministers even in such cases. 

4.4.06 Perceptions of Governors of their own role 
have varied. In one case a Governor wrote that "a 
Governor's first duty is to know that he is the repre
sentative of the Centre. The Governor's second 
duty is to look after the interests of the State to 
which he is assigned". Some Governors could not 
resist the temptation to take active part in politics, 
e.g. in the election of the Leader of the ruling party 
in the Union : influencing voters to return to power 
the person holding the office of the Prime Minister : 
and in the distribution of party tickets for Lok Sabha 
elections. In some cases, even where they were ex
pected to abide b~ the adviceofthe Council of Minis
ters. either the app~ovals were delayed or not given. 

5. SUGGESTIONS IN REGARD TO INSTITU
TION AND ROLE OF GOVERNOR 

4.5.01 A widesJcctrum of suggestions in regard to 
various aspects of the institution and role of the 
Governor have been placed before us by the State 
Governments and other knowledgeable persons. A 
m •jority of the State Governments do not find 
anything wrong with the institution of the Gover
nor. However, a few of them have demanded abo
lition of the post of the Governor. But their demand 
on this point is not rigid. They (with the exception 
of one) have given alternative suggestions with 
regarj to selection, appointment, powers and role 
of the Governor. 

Need for Governor's Office-Vital Importance of 
his "fulti-Faceted Role 

4.5.02 The Parliament;ry system of the Cabin::t 
type, which the Constitution has adopted at the 
State level, is not on all fours with that of the United 
King lorn. It is a casesuigeneris. The Go~ernor in our 
system does not function as constitutional head for 
the wlnle gamut of his responsibilities. There is 
an im:>J·tant area, though limited and subject to 
Constitutional constraints, within which he acts 
in the exercise of his discretion. It will bear reitera-
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tion that there are more than one facet of his role. 
As a 'bridge' be;;tween the Union and the State, he 
can foster b. tter understanding between them and 
remove such misapprehensions as may be souring 
their relations. He is sentinel of the Constitution. 
He is a live link or channel between the Union and 
the State. As such link, it is his duty to keeP the 
Union informed of the affairs of the State Adminis
tration, whenever he feels that matters are not going 
in accordance with the Constitution, or there are 
developments endangering the security or integrity 
of the country. The Governor thus assists the Union 
in discharging its responsibilities towards the S_tate_s. 
The part which the Governor plays to helP mamtam 
the democratic form of Government in accordanct 
with the Constitut'on is of vital importance. In the 
ultimate analysis, due observance of the Constitu
tional p~ovisions is the soundest guarantee of en
during unity and integrity of the nation. 

Governor is Linchpin of Constitutional Apparatus 

4.5.03 The Governurr whether acting with or with
out the adivce of the Council of Ministers. plays a 
pivvtal role in our constitutional system and in its 
working. He is the linchpin of the constitutional 
app.lratus of the State. All executive action of the 
State Government is expressed to be taken in his 
02 me. He chooses and appoints the Chief Minister 
in his discretion, on the criiterion tho t the latter should 
be able to form a Ministry commanding majority 
Support in the Assembly withcut h1s assent, no Bill 
can become Jaw. Without his prior authorisation 
no Money Bill can be introduced in the State legis
lature. Without his orders, the House or Houses of 
the Stole Legist1ture cannel be summoned cr pre
rogued. It is he who orders dissolution of the legis
lative Assembly, sometimes in his discretion when 
satisfied after exploring all alternatives that there 
is no p~rson commanding majority suppc•rt in the 
Assembly to form a Council of Ministers. A large 
number of other important functions have also been 
entrusted by the Constitution to the Govornor. It is 
not necessan to recapitulate ~ 11 of them here. 

Governors's Office assures continuity of· Go•·eroment 

4.5.04 The tenure of the Governor, unlike that of 
the Chief Mini,sters does not dep.:nd on majority 
support in the Legislative Assembly. Chief Ministers 
change from time to time depending on their en
jo_~mcnt of loss of such support. But the Governor 
continues ir.-esp~cth·e of chan~~ or Minist1 ies o,. 
even dissolution of the Legislative Assembly. The 
Governor continues even on the expiry of his 5 year 
term till his successor takes over. Thus, the insti
tution of Governor assures continuity of the process 
of Governm_nt. He fills the Political vacuum as and 
wh:n there is a breakdown of the constitutional 
machinery in the State. Even in the normal working 
of the system, there may be some situations under 
tht Constitution where the advice of Council of Mi
nisters is not available to him for a short p~riod. An 
instance of such a situation would be where a Mi
nistry resigns and refuses to stay in office as care-taker 
till anoth~r Ministry is form·cd or till President's 
rule is imp:-> sed. During a short interregnum of this 
nature, th:: Gov..:rnor would b~ within his power to 



.:arry ,Jn the eX!CUtivc affairs of the State through 
his su!>~rdinates. as the Constitution does not intend 
that th~re should b~ a break or paralysis of the 
execlltive gJvernm~nt in such situations.• 

4.5.05 A suggestion has been made that the Chief 
Justice of the High Court or the Speaker of the 
Legisslative Assembly can be entrusted, in addition 
to his normal duties, with the functions of the Gover
nor. Governors have a multi-faceted role and there 
will be an undue mixing of responsibilities and power 
leading to complicatons. We are, th~refore, unable 
to agree with this suggestion. 

Indispensability of Governor's Office 

4.5.06 In sum, the functions of the Governor are 
at once diverse and important.- Functioning in normal 
times as the constitutional head of the State and as 
a vital link between the Union and the State, he 
becomes an agent of the Union in certain special 
circumstances, e.g., when a proclamation under 
Article 356 is in operation. He fills the vacuum and 
ensures continuity in executive government for short 
p~riods during which no Council of Ministers is 
available to aid and advise him. The Governor is 
the key functionary of the system envisaged by the 
Constitution. No other constitutional functionary 
can discharge these responsibilities in addition to 
his own duties. We are, therefore, of the firm view 
that it is an office which cannot be dispensed with. 

4.5.07 In para 4.1.02, we referred to the criticism 
levelled against the manner in which some Governors 
have exercised their functions as also against the 
role of the Union Government in relation to this 
office. It has been suggested to us that effective 
constitutional safeguards should be provided to 
ensure that the office of the Governor is free from 
controversy. While weagreethat effective safegaurds 
for this purpose should be evolved, we areofthe view 
that not all these safeguards can be written into the 
Constitution. As we shall see in the succeeding 
paras, most of the safeguards will be such as cannot 
be reduced to a set of precise rules of procedure 
or practice. This is so because of the very nature of 
the office and the role of the Governor. The safe
m~ards have mostly to be in the nature of conventions 
~nd practices, to be understood in their proper pers
pective and faithfully adhered to, not only by the 
Union and the State Governments but also by the 
political parties. 

6. SELECTION OF GOVERNORS 

4.6.01 In all the evidence before us, a common 
thread is that much of the criticism against the Gov
ernors could have been avoided if their selection 
had been made on correct principles to ensure ap
pointment of right type of persons as Governor~. 
Even the most critical of the witnesses agree that 1f 
proper persons are chosen there will be little cause 
of complaint. 

4.6.02 Most of the replies to our qu~stionnair.e 
received from a cross-section of the-pubhc, are en-

•. Golak Behari v. State AIR 1972 Orissa I; and Seervai 
H,M., Constitutional Law of India (Third Edition) : Volume 
II : pages 174142. 
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tical of the quality and standard of some of the 
persons appointed as Governors. To sununarise 
their comments :-

Discarded and disgruntled politicians from 
the party in power in the Union, who cannot 
be accommodated elsewhere, get appointed. 
Such persons, while in office, tend to function 
as agents of the Union Government rather 
than as impartial constitutional functiona
ries. 

The number of Governors who have displayed 
the qualiti~s of ability, integrity, impartia
lity and statesmanship has been on the 
declining side. 

A State Government has cited recent instances of 
persons who had to resign from office as Ministers 
following judicial strictures, being subsequently 
appointed as Governors. It has also quoted instances 
of Governors who returned to active politics. Another 
State Government, however, is of the view that per
sons who have been in active politics need not be 
debarred from being considered for appointment as 
Governor if they are of high public stature and are 
capable of rising above party and political affilia
tions. 

4.6.03 Speaking in the Constituent Assembly on 
the choice of Governors. Jawaharlal Nehru 
observed: 10 

"I think it would be infinitely better if he was not 
so intimately connected with the local politics of 
the province ........ And would it not be better 
to have a more detached figure, obviously a figure 
that ........ must be acceptable to the Govern-
ment of the province and yet he must not be known 
to be a part of the party machine of that pro
vince ......... But on the whole it probably 
would be desirable to have people from outside
eminent People, sometimes People who have not 
taken too great a part in politics. Politicians 
would probably like a more active domain for 
their activities but there may be an eminent edu
cationist or persons eminent in other walks of 
life. who would naturally while cooperating fully 
with the Government and carrying out the policy 
of the Government, at any rate helping in every way 
so that that policy might be carried out, he would 
nevertheless represent before the public someone 
slightly above the party and thereby, in fact, help 
that government more than if he was considered 
as part of the party machine. 

•••••••••••• 0 0 •••••••• 

But it is obviously desirable that eminent leaders of 
minorities ........ eminent leaders of groups should 
have a chance. I think they will have a far better 
chance in the process of nomination than in elec
tion." 

4.6.04 The ARC Study Team on Centre-State 
Reltionships u found that many Governors had fallen 

"· Constituent A.sembly Debates (Revised Edition) 
Vol. m, pages 455456. 

"· Para 18.12 of Report. 



short of the standards expected. It suggested that a 
systematic and careful search should be made to 
locate the best men for this office. 

4.6.05 The ARC observed12 that there was a 
v."ide-spread feeling that, in some cases, Governors 
were appointed on considerations extraneous to 
merit. The dignity of the office suffered when persons 
defeated in elections were appointed. It recommended 
that the person to be appointed as Governor should 
be one who has had long experience in public life 
and administration and can be trusted to rise above 
party prejudices and predilctions. The Government 
of India accepted this recommendation. 

4.6.06 Our survey of the appointments of Gov
ernors made since Independence till October 1984 
shows that over 60 Per cent of the Governors had 
taken active part in politics, many of them imme
diately prior to their appointment. Persons who 
were eminent in some walk of life constituted less 
than 50 per cent. This percentage shows a steep fall 
when the figures for the period from 1980 onwards 
are compared \vith those for Nehru period (August 
1947 to May 1964), notwithstanding the fact that the 
Government of India accepted the recommendation 
of the Administrative Reforms Commission in this 
regard. 

4.6.07 Political turbulance and party rivalries at 
the State level, often create problems for the Gov
ernor in the discharge of his delicate functions. 
These problems for their resolution demand exercise 
of more than ordinary skill, tact and wit by the 
Governor. Only a person of calibre, statesmanship 
and integrity can be fit this role. Where the Gov
ernor is required to exercise his discretion, he should 
not only act in a fair, just and impartial manner but 
also seen to be acting as such. 

Criteria recommended for Selection 
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4.6.08 The conditions prevailing today are, if 
anything, far more complex than those prevailing 
at the time the Constitution was framed. Conse
quently, the demands on the Governor have become 
much more exacting, making it all the more important 
that the right type of persons are selected for the' 
office. In order to ensure proper selection of Gover
nors, we cannot do better than re-iterate the cri
teria laid down in this regard by Jawaharlal Nehru. 

4.6.09 We recommend that a person to be appoint
ed as a Governor should satisfy the following cri
teria :-

(i) He should be eminent in some walk~of life. 

(ii) He should be a person from outside the State. 

(iii) He should be a detached figure and not too 
intimately connected with the local politics 
of the State; and 

(iv) He should be a person who has not taken 
too great a part in politics generally and 
particularly in the recent past. 

In selecting a Governor in accordance with the 
above criteria, persons belonging to the minority 

11 • Para 5, Chapter IV of "Report on Centre-State Rela
tionships." 

groups should continue to be given a chance as 
hitherto. 

Mode of Selection 

4.6.10 We have received various suggestions in 
regard to the mode of selection of persons for appoint
ment as Governors. These may be broadly grouped 
under two categories. Firstly, there are those which 
are aimed at making involvement of the State Gov
ernment in the selection of the Governor more 
meaningful. Secondly, there are those which seek 
to lay down consultation with, or concurrence of, 
a constitutional authority or body in the selection of 
a Governor. Consultation or concurrence, it is 
claimed, would make the selection more objective; 
it would also enable the Governor to function in a 
non-partisan manner, without being influenced by 
the Union Executive. 

Role of State Government in Selection of Governor 

4.6.11 We proceed to consider the following 
suggestions made in the matter involving the State 
Government viz. appointment of the Governer 
should be made : 

(i) from a panel to he prepared by the State 
Legislature; or 

(ii) from a panel to be prepared by the State 
Government (in effect the State Chief' Mi· 
nister) or invariably with the concurrence 
of the State Chief Minister; or 

(iii) invariably in consultation with the State l 
Chief Minister. 

4.6.12 Preparing a panel of names in accordance 
with the suggestion at (i) above will, in fact, mean a 
process of direct or indirect election by the State 
Legislature. A Governor so 'selected' may well seek 
to override the powers of his Chief Minister, leading 
to friction between them and distortion of the system 
of responsible government. Such a Governor can 
hardly be expected to function as a constitutional 
head of the State. This was the reason why the 
Constitution-framers gave up the proposal to have 
an elected Governor. There is the. other possibility 
that an elected Governor may labour under a sense 
of obligation to the Chief Minister- but for whose 
support his name might not have appeared in the 
panel prepared by the State Legislature. Such a 
Governor will not be able to perform the delicate 
task of harmonising his responsibility to the Union 
with his duties as constitutional head of the State. 
His role as a sentinel of the Constitutional and a 
vital link between the Union and the State would 
thus get seriously undermined. For these reasons, 
we cannot support the suggestion at (i), above. 

4.6.13 The two suggestions made in sub-para (ii) 
of para 4.6. I I above, are that the Governor should be 
appointed either from a panel to be prepared by the 
State Government (in effect, the State Chief Minister), 
or with the concurrence of the State Chief Minister. 
Firstly, neither suggestion is a workable proposition. 
If the Prime Minister and the Chief Minister belong to 
different political parties, the process of selection 



will frequently end in deadlock, instead of concur
rence. Secondly, if in the process, a Chief Minister 
succeeds in securing the Prime Minister's concurrence 
for appointment of an 'insider' backed by his party 
in the Legislative Assembly, the selection will be 
vulnerable on the same grounds on which framers of 
the Constitution ejected the proposal to have a 
Governor directly or indirectly elected by the State. 
Besides this, there is a real danger that regional 
chauvinism might dictate the preference for a person 
of paro.;hial views as Governor. The primary res
ponsibility for appointing persons of merit as Gover
nors is that of the Union Council of Ministers headed 
by the Prime Miinister. Choice of a Governor is 
an executive function for which the Prime Minister/ 
the Union Cabinet is answerable to Parliament. The 
Union Cabinet has the sole responsibility for the due 
discharge of this function. It will be against the basic 
principle of responsible government if the Union 
Cabinet is made to share it with a State functionary 
not answerable to Parliament for its action. 

4.6.14 We cannot, therefore, subscribe to the sug
gestion that the Governor of a State should be ap
pointed either from a panel to be prepared by the 
State Government or with the concurrence of the 
Chief Minister. 

4.6.15 We now turn to the suggestion made in 
sub-para (iii) of para 4.6.11 above, that the Governor 
should always be appointed after consultation with 
the Chief Minister of a State. There has never been 
any difference of opinion in political or public circles 
as to the disirability of such consultation. 

r4.6.16 The framers of the Constitution were of the 
view that the person to be nominated as Governor 
should be acceptable to the"State Government and 
the Chief Minister should be consulted. To quote 
Pandit Jawaharlal Nehru, the Governor "must be 
acceptable to the Government of the Priovince".13 

The ARC study team on Centre-State Relationships 
(1967) recommended I' that the practice of. consult
ing the Chief Minister should r~~3;in but this sho~Id 
not dilute the primary responstb!ltty of the Uruon 
to appoint competent and suitable persons as Gover
nors. The ARC also recommended16 that the con
vention of consulting the Chief Minister should con
tinue. The Government of India accepted this recom
mendation of the ARC in the early seventies. 

4.6.1 7 It is necessary to be quite clear as to the 
precise reasons why such consultation is essential. 
For proper working of the Parliamentary system, 
there has to be a personal rapport between the Gov
ernor and the Chief Minister. The importance of 
such rapport will be easily comprehended whe!' 
it is remembered that the Governor, as the constt· 
tutional head, has to act as 'friend, philosopher and 
guide' of his Council of Ministers. (Cf. para 4.3.03 
above). It is from this. aspect of. pers<;m!ll relation
ship that consultation wtth the Chtef Mtmst~ at the 
initiation itself may help prevent the chmce of a 
person with whom the Chief Minister for personal 

"· Vide para 4.6.03 above. 
"· Para 18.14 of report. 
u. Recommendation 8, Chapter IV of "Report :on Centre 

State Relationships". 
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reasons may not be able to work satisfactorily. Fur
ther, from the stand-point of local socio-political 
environment, the Chief Minister may be harbouring 
certain mental reservations against a particular 
choice being made for the office of Governor of the 
State. Consultation would enable the Chief Minister 
to advise the selectors about this at the very begin· 
ning. • 

4.6.18 It follows that, where two or more States 
are to have a common Governor (vide Proviso to 
Article 153), the Chief Minister of each of them will 
have to be consulted. Only two State Governments 
consider the system of a common Governor inap
propriate. We do not see any drawback in it. On 
the contrary, a common Governor could promote 
greater understanding and~cooperation between his 
Chief Ministers. 

4.6.19 As senior politicians are among those who 
are eligible for selection, it is desirable that a poli
tician from the ruling party at the Union is not 
appointed as Governor of a State which is being 
run by some other party or a combination of other 
parties. Any error in this respect can be pointed 
out by the Chief Minister during consultation at 
the nre-aopointment stage. 

4.6.20 Thus, the main purpose of consulting the 
Chief Minister is to ascertain his objections, if any, 
to the proposed appointment. If the Union Govern
ment considers that the objections of the Chief 
Minister are not groundless, it may suggest an alter
native name. However, if it finds that the objections 
are frivolous or manifestly untenable, it may inform 
the Chief Minister accordingly and proceed to make 
the appointment. 

4.6.21 All the State Governments (with one soli
tary exception), political parties and eminent persons 
who have responded to our questionnaire, are of the 
view that appointment of the Governors should 
always be made after consultation with the Chief 
Minister of the State. Quite a number of them insist 
that such consultation should be made a constitutional 
requirement, and not left to convention which, it 
is pointed out, is not being regularly and properly 
followed for sometime past. The stand of the Union 
Government is that appointments of the Governors 
are being made after consultation with the Chief 
Minister concerned. 

4.6.22 However, so far as we have been able to 
ascertain, consultation with the Ch!ef Minister has 
not invariably been taking place m recent years. 
Some Chief Ministers have informed us that the 
Union Government did not ascertain their views 
before appointing Governors in their respective 
States. The general practice, as far as w~ have been 
able to ascertain seems to be that the Umon Govern
ment merely info'rms the Chief Minister that a certain 
person is being appointe~ as. G?ver~or ?f the S_tate. 
Sometimes, even such pnor mttmatton IS not giVen. 

r 4.6.23 It is well established that 'consu_ltation' 
in the context means ascertainment of the vtews of 
the person consulted as to the suitability of the per
son proposed for the appointment. A mere intima
tion that a certain person is being appointed as 



Go,·ernor is not 'consultation·, as it reduces it to 
an empty formality. The reason why the procedure 
of effective consultation with the Chief Minister has 
been given up is not clear. We have given umdous 
thought to the question whether such consultation 
should not be made mandatory by writing it into the 
Constitution. 

4.6.24 The framers of the Constitution refrained 
from incorporating, in specific terms, procedures 
aimed at securing political accountability which 
could best be evolved over a period of time thl'Ough 
experience gained in working the Constitution. 
Consultation with the Chief Minister is one such 
procedure which by now should have got assimilated 
into the system of Union-State relations, but that 
unfortunately has not happened. 

4.6.25 In order to ensure effective consultation 
with the State Chief Minister in the selection of a 
person to be appointed as Governor, we recommend 
that this procedure should be prescribed in the Con
stitution, itself. Article 155 should be suitably 
amended to give effect to this recommendation. 

4.6.26 We next consider the second category of 
suggestions referred to in para 4.6.10 above :-

(a) A National Presidential Council should be 
set up to advise the President on matters 
of national interest, inter alia for selection of 
persons to be appointed as Governors. This 
Council would be analogous to the Council 
of State originally proposed at the time of 
framing of the Constitution. It would be 
composed of the Prime Minister, Presiding 
Officers and the Leaders of the Opposition 
in the two Houses of Parliament, former 
Presidents, Prime Ministers and Chief Justices 
of India, the Attorney-General for India, 
and a certain number of nominees of the 
President. 

(b) Appointment should be made by the Presi
dent on the advice of the Inter-Govermental 
Council. One of the State Governments has 
further suggested that the Council '"should 
maintain a panel of names suitable for ap
pointment as Governors. The Chief Mi
nister of the State where the office of Gov
ernor is to be filled should choose three 
persons from the panel and the Inter-State 
Council should select one of them for appoint
ment. The advice of the Inter-State Council 
should be accepted by the Union Executive. 

(c) Leader~ of the opposition parties in Parliament 
should be consulted. 

4.6.27 The suggestion at (a) of para 4.6.26 above 
is that a National Presidential Council should advise 
the President, inter alia, on the appointment of 
Governors. The Council in its composition and 
function would be analogous to the Council of State 
proposed by the Constitutional Adviser at the initial 
stages of framing the Con~titution. The Council of 
State was conceived as a body consisting of eminent 
persons whose advice would be available to the 
President in all matters of national importance in 
which he was required !o act in his discretion. This 
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proposal was not accepted by the Constitution
makers who considered it to be irreconcilable with 
the parliamentary type of government adopted at the 
Union level.u The National Presidential Council 
that has been proposed, has to be ruled out for the 
same reasons. 

4.6.28 The suggestion in sub-para (b) of para 
4.6.26 above has been discussed in the Chapter 
on "Inter-Governmental Council-Article 263",17 
As pointed out th~re, a procedure for consulting 
such a Council in the appointment of Governors, 
will politicise such appointments and dilute the 
responsibility of the Union Executive to Parlia
ment in this matter. We are, therefore, unable to agree 
with this suggestion. 

4.6.29 The ARC Study Team on Centre-State 
Relationships observed18 that consultation with the 
Leader of the Opposition in the Lok Sabha would 
not prove workable immediately, but could be con
sidered for adoption in due course. Its success would 
depend on the health of the working relationship 
between the Government and the Opposition. As 
rightly pointed out by M.C. Setalvad,u this pro
posal involves the danger of making the appoint
ment of the Governor. a matter of controversy bet
ween the party in power and the Opposition. In 
view of these considerations, we are unable to sup
port the suggestion in sub-para (c) of para 4.6.26 
that leaders of Opposition parties in Parliament 
should be consulted. 

4.6.30 There is no gainsaying that a procedure 
must be devised which can ensure objectivity in 
selection and adherence to the criteria for selection 
recommended in para 4.6.09 above, and insulate the 
system from political pressures. Also, the new pro
cedure must not only be fair but should be seen to 
be fair. Further, it is important that the flaws, noticed 
in the different procedures already discussed, are 
avoided. 

4.6.31 It is clear that the manner of selection 
should be such as would inspire the confidence of 
the people. In this connection the following obser
vations of Dr. Rajendra Prasad20 are pertinent : 

"Now-a-days, because of differences between the 
various political parties or members of the same 
party, the people of every State are disgusted and 
troubled by the political situation and party politics. 
They do not have the same confidence in politicians 
as they once had. It is necessary, therefore, that 
the people of a State should have full confidence 
in a supreme non-partisan institution like that of 
Governor". 

u. Rao. B. Shiva "The Framing of India's Constitution". 
"Study" : Page 339. 

". Chapter IX : Para 9.4.02. 
"· Para 18.16 (2) of report. 
tt. "Union-State Relations-Tagore Law Lectures" : 

Pages 169-170. 
"· Personal diary of Dr. Rajendra Prasad, India's first 

President, quoted by Shri Kuldip Nayyar in his article "Gover
nors as Centre's Tools" in the Tribune of 4th July, 1985. 



on principles of suitability but are seen to have 
been so made, consultation with a group which can 
give dispassionate advice is desirable. Among the 
various costitutional offices at the union level, those 
of the Vice-President of India and the Speaker of 
the Lok Sabha give their incumbents a good objective 
overall view of the political imperatives in the country 
at any point of time. The manner of their function
ing provides an assurance that matters referred to 
them will be dealt with ~impartially and with detach
ment. 

4.6.33 We recommend that the Vice-President ol 
India and the Speaker of the Lok Sabha should be 
consulted by the Prime Minister in selecting a Go
vernor. Such consultation will greatly enhance the 
credibility of the selection process. The consulta
tion should be confidential so that there is no danger 
of the type mentioned in para 4.6.28 above which 
might deter eminent persons from making them
selves available for appointment as Governors. 
The proposed consultation will be informal and not 
a matter of constitutional obligation. 

7. GOVERNOR'S TERM OF OFFICE 

4.7.01. A Governor's term of ollie~ on appJintment 
to a State is five years. However, he holds th"t office 
during the pleasure of the President. He may also 
resign his office. If a Governor's term expires, he 
continues to hold office until his successor takes 
over (Article 156). A survey of the tenures of Gover
nors from 1947 upto October, 1986 shows that, out 
of the !54 tenures that ended during this period, 
104, i.e. two-thirds of them, were each of duration 
of less than 5 years 

4.7.02. Many Governors have held ollie~ in more 
than one State successively without a break. During the 
period upto October, 1986,31 persons held 63 tenures 
of Governors. Out of these, 58 tenures were for a 
period of less than 5 years. The Union Ministry of 
Home Affairs have cJorified that, "normally, the term 
of a Governor is computed from the date he first 
assumes charge of office till the expiry of his term of 
five years irrespective of whether or not he holds 
charge of the office of Governor in one Statt or in 
more than one State. Theappointmentofa Governor 
from one State to another State during his tenure of 
office of five years, in continuity without any break, 
is not treated as a separate appointment for purpose 
of computation of tenure". We wish to point out 
that this method of computation is not envisaged by 
Article !56 of the Constitution, which prescribes a 
tenure of 5 years for each app:lintment. Each appoint
ment to a State constitutes a separate tenure. It is 
unrelated to any tenure in a p:·ec.;ding or succeeding 
appointment. 

4.7.03 Apart from the fact that the c. nstitutionality 
of the method of computation adopted by the Union 
Government appears to be highly doubtful~ it is no!iced 
that even in such cases there has beeen httle umfor
mity. Among the 31 Governors who acco':lnted for the 
63 tenures mentioned above, 8 had resigned and 3 
were continuing in office as on October, 1986. Of 
the remaining 20, four served for more than 7 years. 
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4. 7.04 Many Governors served in only one State. 
Of them, 35 did not complete th~ir full tenure of 
5 years. Some Governors wereapp:Hnt.:d to m~>rc than 
one State. But in their case, there was a lime-gap 
between two successive tenures. The Union Ministry of 
Home affairs has clarified, in the case of the latter 
category of Governors, that "their ~rst app:Jintment 
as Governor in one State has no beanng on the sub~e
quent app:Jintment as Governor in another State and 
such appointments are treated as separate for all 
purposes". Here again, there were II t.:nur,·s of l.:ss 
than 5 years. making a total of 46 such cases. 

4.7.05. In general, the r~asons why certain Gowr
nors in the category mentioned in the above para 
did not complete their normal tenure of 5 years Wert 
(a) tendering of resignaticn, (b) demise in office, or 
(c) revocation of the pleasure of the President. In 
the 46 cases referred to above, there were 2 instances 
in which the Governors had to demit office without 
completing five years on the withdrawal of pleasure 
of the President. 

4. 7.06 Annexure IV I to this Chapter depicts gra
phically the number of cases in which the tenureofthe 
Governor was terminated before he had completed in 
office I, 2, 3, 4, or 5 years, separately, during each 
of the periods from August, 1947 to March, !967 and 
from April!967 to October, 1986. It will be observed 
that during the latter peiiod, pre-mature exits from 
office occurred at a much faster rate and relatively 
fewer Governors completed their normal term of 
office, as compared to those during the former 
perioJ.: 

4.7.07. A Governor, being a person from outside the 
State. necessarily needs, after his appointment, some
time to get himself acquainted with the problems of 
the State, the aspirations of its people, and the work
ing of the State Government. It is only thereafter 
that he can address himselfto the important tasks, 
first, as the constitutional head,ofhelping his Ministry 
but without interfering in its work, and second, of 
functioning as an effective constitutional link between 
the Union and the State. In this way, the Council of 
Ministers can benefit, of a resonably long period, from 
the counsels of Governor who is experienced and a 
person of eminence. 

4.7.08. Further, the ever-present possibility of the 
tenure being terminated before the full termof5 years, 
can create considerable insecurity in the mind of the 
Governor and impair his capacity to withstand 
pressures. resist extraneous influences and act impart
tially in the discharge of his discretionary functions. 
R~peated shifting of Governors from one State to 
another can lower the prestige of this office to the 
detriment of both the Union and the State concerned. 
As a few State Governments have pointed out. 
Governors should not be shifted or transferred from 
one State to another by the Union as if they were 
civil servants. The five year term of Governor's 
office prescribed by the Constitution in that case 
loses much of its significance. We recommend that the 
Governors tenure of office of five years in a State 
should not be disturbed except very rarely and that 
too for some extremely compelling r.:ason. It is ind.,ed 
very necessary to assure a measure of s.:c~: rity of 
tenure to the Governor's office. 



8. SECURITY OF TENURE 

4.8.0 I. The suggestions received by us on the 
subject of guaranteeing the Governor a full five
year term, can be summarised as under : 

(i) A Governor should have a guaranteed tenure 
so that he can function impartially. The
different procedures suggested for Governor's 
removal, are-
(a) The same procedure as for a Supreme 

Court Judge. 
(b) An investigation into the Governor's 

conduct by a parliamentary Committee. 
(c) Impeachment by the State Legislature. 
(d) Inquiry by the Supreme Court. 
(e) Written request from the Chief Minister, 

followed by a resolution of the Legislative 
Assembly. 

(f) Recommendation of the Inter-State 
CounciL 

(ii) Tenure should not be guaranteed to a Governor 
because-

( a) the nature of his duties and functions 
and the manner of their performance are 
fundamentally different from those of a 
Judge. The former has a multi-fac!ted 
role and his duties are mainly non-judicial, 
while those of a Judge are entirely judicial 
to be discharged in his own indeP
endent judgement; 

(b) it will be difficult to remove a Governor 
who is not of the requisite ability and 
impartiality, or who is not able to fuction 
smoothly with the Chief Minister or who 

·does not function in coordination with the 
Union. 

4.8.02. Apart from some eminent persons, one 
State Government is in favour of prescribing the same 
procedure for the rem:)Val of a Governor which has 
been laid down for that of a Judge of the Supreme 
Court. Another State Government has observed that 
as the functions of these two offices are entirely diff
erent, their tenure, manner of appointement and 
removal cannot be the same. 

4.8.03 The question whether a special procedure 
should be provided in the Constitution for the remo
val of a Governor and, if so, what that procedure 
should be, has to be examined by a comparison of 
the duties and functions of the Governor with those 
of other constitutional functionaries. The role and 
functions of the President, who is the constitutional 
head of the Union, are broadly similar to those of 
the Governor in so far as the latter has to function 
as the constitutional head of the State. The func
tions of both are essentially political and governed 
by certain conventions of a parliamentary system 
of government. However, the similarity ends here. 
Whereas the President acts invariably on the advice 
of his Council of Ministers, the Governor as ex
plained earlier, may exercise certain functions in 
his discretion. The Governor has also certain im
portant responsibilities towards the Union. 
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4.8.04 In contrast with those of the Governor, the 
nature of the duties and functions of other constitu
tional functionaries, such as Judges of the Supreme 
Court and the Comptroller and Auditor-General, 
is entirely different. They are bound by the very 
oath of their office to perform their duties "to the 
best of their ability, knowledge and judgement, 
without fear or favour", independently of the 
Executive. This is why a Supreme Court Judge or 
the Comptroller and Auditor-General cannot be 
removed from his office except by following the 
very stringent procedure prescribed in the Consti
tution on the ground of proved misbehaviour or in
capacity. 

4.8.05 Because of the Governor's multi-dimensional 
role and functions which have a heavy political 
content, it is not possible to lay down a set of con
crete standards and norms with reference to which 
a specific charge against a Governor may be examined. 
The grounds for removal may not, therefore, be 
susceptible of investigation and proof by judicial 
standards. This is particularly true of a charge of 
being partisan which, according to one view, should 
be a sufficient ground for the Governor's removaL 
In our view, it would be neither advisable nor rea
listic to adopt, for the removal of a Governor, a 
procedure similar to that laid down for the removal 
of Judges. 

4.8.06 The fact that it will be impossible to lay 
down a concrete set of standards and norms for the 
functioning of a Governor will make it difficult for 
a Parliamentary Committee or the Supreme Court to 
inquire into a specific charge against a Governor. 
Further, while discharging his role as a constitutional 
sentinel and a vital link between the Union and the 
State, the Governor may have incurred the displeasure 
of the political executive in the State. Therefore, 
removal of a Governor through a process of impeach
ment by the State Legislature or in pursuance of a 
written request from the Chief Minister, followed by 
a resolution of the Legislative Assembly, may not 
ensure objectivity and impartiality. The Inter-State 
Council, too, being a political forum, there is a danger 
that investigation by it of a charge against a Gover
nor may not be totally free from political bias. There
fore, it would not be the appropriate body to investi
gate charges against Governors. Thus, none of the 
procedures suggested in para 4.8.0 1 (i) can be sup
ported by us, 

4.8.07 While it is not advisable to gtve the same 
security of tenure to a Governor as has been assured 
to a Judge of the Supreme Court, some safeguard has 
to be devised against arbitrary withdrawal of Presi
dent's pleasure, putting a premature end to the Go
vernor's tenure. The intention of the Constitution
makers in prescribing a five-year term for this office 
appears to be that the President's pleasure on which 
the Governor's tenure is dependent, will not be with
drawn without cause shown. Any other inference 
would render clause (3) of Article 156 largely otiose. 
It will be but fair that the Governor's removal is based 
on procedure which affords him an opportunity of 
explaining his conduct in question and ensures fair 
consideration of his explanation, if any. 

4.8.08 Save where the President is satisfi Jd that," 
in the interest of the security of the Stat!, is it not 
expedient to do so, as a matter of healthy practice, 



whenever it is proposed to terminate the tenure of 
a Governor before the expiry of the normal term 
of five years, he should be informally apprised of 
the grounds of the proposed action and afforded a 
reasonable opportunity for showing cause against it. 
It is desirable that the President (which, in effect, 
means the Union Council of Ministers) should get the 
explanation, if any, submitted by the Governor 
against his proposed removal from office, examined 
by an Advisory Group consisting of the Vice-President 
of India and the Speaker of the Lok Sabha or a retired 
Chief Justice of India. After receiving the recommen
dations of this Group, the President may pass such 
orders in the case as h~ may deem fit. 

4.8.09 We recommend that when a Governor, 
before the expiry of the normal term of five years, 
resigns or is appointed Governor in another State, 
or his tenure is terminated, the Union Government may 
lay a statement before both Houses of Parliament 
explaining the circumstances leading to the ending 
of his tenure. Where a Governor has been given 
an opportunity to show cause against the premature 
termination of his tenure, the statement may also 
include the explanation given by him in reply. This 
procedure would strengthen the control of Parliament 
and the Union Executive's accountability to it. 

9. ELIGIBILITY FOR FURTHER OFFICES 

4.9.01 Our attention has been drawn by some 
- State Governments to the behaviour of a few Go

vernors in actively lobbying for political appoint
ments. This is a matter of grave concern. It is diffi
cult for a Governor with such propensity to function, 
specially in his discretionary sphere, in an independent 
and impartial manner if he looks foward to 
being given other public office or to resuming his poli
tical career at the end of his term as Governor. 

4.9.02 One of the State Governments has observed 
that Governorship should be really the last lap on 
the journey of a politician. If Governors become 
Ministers or hold other official positions, the dig
nity of the office is marred. Two State Govern
ments feel that a Governor should not be appointed 
for a second term whether in the same or in another 
State. Another State Government is of the view 
that a person who has served as Governor should be 
ineligible for further appointment in any capacity 
under the Union Government or a State Govern
ment. He should also not take up any private 
appointment. 

4.9.03 We broadly agree with the above views. 
However we see no objection to a person, who has 
completed a term as Governor, being appointed or 
elected to an equivalent or higher constitutional 
office. Also, it is undesirable that a person who has 
held the high constitutional office of Governor would 
take up private employment after completing this 
tenure. 

4.9.04 We recommend that as a matter of con
vention the Governor, on demitting his office, should 
not be eligible for any other appointment or office 
of profit under the Union or a State Government 
except for a second term as Governor, or election as 
Vice-President or President of India. Such a con-
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vention should also require that after quitting or 
laying down his office, the Governor shall not return 
to active partisan politic~. 

10. RETIREMENT BENEFITS FOR 
GOVERNORS 

4.10.01 If a Governor after demitting office is 
made ineligible for any other appointment -or offic~ of 
profit except as recommended above, and at the same 
time given reasonable retirement benefits, his 
c.apacity I? act with due objectivity and impartia
lity and Independence-where such independence is 
required-in the discharge of his functions, will be 
strengthened. A Governor on demitting his office 
should be, therefore, provided sufficient means to 
enable him to lead a life of reasonable comfort 
in keeping with the dignity of this high office. We 
have found that not all former Governors were 
fortunate enough to have sufficient financial 
resources of their own. There have, in fact been 
a few instances of 1etired Governors left with 'inade
quate means of livelihood. It is surprising that an 
incumbent of this high office is no given any pension 
or post-retirement benefits. 

4.10.02 We recommend that a Governor should 
at the end of his tenure, irrrspective of its duration, 
be provided reasonable post-letirement benefit~ for 
himself and for his surviving spouse, if any. 

II. SOME AREAS WHERE DISCRETION MAY 
HAVE TO BE EXERCISED 

Choice of Chief Minister 

4.11.01 The leader of the party which has an abso
lute majority in the Legislative Assembly should in
variably be called upon by the Governor to form a 
government. This is a time-honoured convention of 
a cabinet form of government. There is no contro
versy in this regard. However, where no party 
has a clear majority, there are two views as to the pro
cedure to be adopted for identifying the person who 
can form a government. According to some State 
Governments, the leader of the single largest party 
should be given the opportunity. According to some 
others. the Governor, acting on his own, should su
mmon the Assembly for electing a person to be 
the Chief Minister. Certain other State Governments 
have suggested that the person to be appointed as 
Chief Minister should be chosen or elected by the 
Legislative Assembly, even if he is the leader of a party 
which has secured absolute majority. Some of the 
State Governments consider that the Governor should 
try to ensure that the government to be formed will 
be stable. 

4.11.02 It is important to note that, in appointing 
the Chief Minister, the Governor is required to 
ensure that the Council of Ministers is collectively 
responsible to the Legislative Assembly vide Article 
164(2). Accordingly, in order to continue in office, 
the Council of Ministers, and not the Chief Minister 
alone, should continue to have majority support in 
the Assembly. Also, it is only against the Council 
of Ministers that a no-confidence motion may be 
moved. We are, therefore, unable to agree with any 
suggestion which would require a Chief Minister to 



be elected vr chosen by the Legislative Assembly. 
To ensure strict adherence to the principle laid down 
by Article 164(2), and fair-play to all the parties in 
the Legislative Assembly, we suggest as follows. 

4.11.03. In choosing a Chief Minister, the Governor 
should be guided by the following principles, viz.-

(i) The party or combination of parties which 
commands the widest support in the Legis
lative Assembly should be called upon to form 
the Government. 

(ii) The Governor's task is to see that a Government 
is formed and not to try to form a Government 
which will pursue policies which he approves. 

Thus, if there is a single party having an absolute 
majority in the Assembly, the leader of the party 
should automatically be asked to become the Chief 
Minister. 

4.11.04 If there is no such party, the Governor 
should select a Chief Minister from among the follow
ing parties or group of parties by sounding them, in 
turn, in the order of preference indicated below : 

1. An alliance of parties that was formed prior 
to the Elections. 

2. The largest single party staking a claim to form 
the government with the support of others, 
including "independents". 

3. A post-electoral coalition of parties, with all 
the partners in the coalition joining the Govern
ment. 

4. A post-electoral alliance of parties, with some 
of the parties in the alliance forming a Govern
ment and the remaining parties, including 
"independents" supporting the Government 
from outside. 

4.11.05 The Governor, while going through the 
process of selection described above, should select 
a leader who, in his (Governnor's) judgement, is most 
likely to command a majority in the Assembly. The 
Governor's subjective judgement will play an important 
role. 

4.11.06 A Chief Minister, unless he is the leader 
of a party which has absolute majority in the Assembly, 
should seek a vote of confidence in the Assembly 
within 30 days of taking over. This practice should 
be strictly adhered to with the sanctity of a rule of law. 

4.11.07 We are firmly of the view that when a num
ber of Members of the Legislative Assembly approach 
the Governor and contest the claim of the incumbent 
Chief Minister to continued majority support in the 
Assembly, the Governor should not risk a determina
tion of this issue, on his own, outside the Assembly. 
The prudent course for him will be to casue the rival 
claims to be tested on the floor of the House. Such 
a procedure will be not only fair but also seen to be 
fair. It will also save the Governor from embarrass
ment consequent upon any error of judgement on hi• 
part. 

Dismissal of Chief Minister 

4.11.08 The State Governments are unanimous 
suggesting that the question whether a Ministry has 
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lost majority support in the Legislative Assembly 
should be decided on the floor of the House and that 
the Chief Minister should be given a reasonable oppor
tunity to establish such majority. In order that this 
principle is invariably followed, one of the State Go
vernments has suggested that Article 164 should lay 
down that a Chief Minister will hold office so long 
as he continues as leader of a majority of the members 
of the Assembly. Another State Government has 
suggested that Article 164 of the Constitution should 
specifically provide that if it appears to the Governor 
that the Ministry has lost the confidence of the Assem- · 
bly, be should, of his own motion, summon the 
Assembly to enable the Ministry to secure a vote of 
confidence. In this connection, it has also been 
suggested by one of the State Governments that a 
Minister may be dismissed only on the advice of the 
Chief Minister. 

4.11.09 The Council of Ministers hold office during 
the pleasure of the Governor. The Chief Minister 
is first appointed and, on his advice, the other Minis
ters are appointed by the Governor. The joint res
ponsibility of the Council of Ministers operates through 
the personality of the Chief Minister. The 
Constituent Assembly considered a specific amend
ment to the effect that the Ministers could remain 
in office only so long as they retained the confidence 
of the Legislature. It was made clear by Dr. Ambed
kar that the 'pleasure' should not continue when the 
Ministry had lost the confidence of the Assembly; 
and the moment this happened, the Governor would 
use his 'pleasure' to dismiss it. 11 In the result, the -
Governor cannot dismiss his Council of Ministers 
so long as they continue to command the majority, 
and conversely, he is bound to dismiss them, if they 
loss: th(.same but do not resign. 

4.11.10 The question of majority can be easily 
tested on the floor of the House when the Assembly 
is in session. However, during the period the Assem
bly remains prorogued, a Governor may receive relia
ble evidence (e.g. one or more letters signed by, 
or a non-confidence motion proposed by, a majority 
of members with their signatures authenticated by 
the Secretary of the Assembly) that the Ministry 
has lost its majority. Should the Governor in this 
situation on his subjective satisfaction dismiss the 
Ministry without giving it a chance to prove its 'majo
rity' on the floor of the House ? 

4.11.11 Arid legality apart, as a matter of consti· 
tutional propriety, the Governor should not dismiss 
a Council of Ministers, unless the Legislative Assem
bly has expressed on the floor of the House its want 
of confidence in it. He should advise the Chief Mini
ster to summon the Assembly as early as possible. 
If the Chief Minister does not accept the Governor's 
advice, the rGovernor may, as explained in paras 
4.11.19 and 4.11.20 below, summon the Assembly for 
the specific purpose of testing the majority of the 
Ministry. 

4.11.12 In deciding on the date of summoning, 
the Chief Minister should be allowed such time as the 
Governor in his judgement considers reasonable. A 

(21) Constitution Assembly Debates (Reprint): Vol. VIII : 
page 520. 



prolong~d p~riud of uncertainty for the Ministry-in
office can tead to political as well as administrative 
malpractices. At the same time insistence that the 
Chief Minister should prove his m~jority in the Assem
bly within the period which he considers unduly short, 
leads to resentment and evokes avoidable criticism 
~t. the Governor is unreasonably hasty or partisan 
m hts approach. This is one of those situations which 
call for all the political acumen, experience and per
suasive .skills of the Governor. 

4.11.13 Considering all factors, we recommend 
th.at .the Assembly should be summoned to meet early 
wtthm a reasonable ttme. What is "reasonable" 
will depend on the circumstances of each case. Gene
rally, a period of 30 days will be reasonable unless 
there is very urgent business to be transacted 'such as 
passing the Budget, in which case, a short~r period 
may be indicated. In special circumstances, it may 
even exceed this period and go up to 60 days 

4.11.14 Under Article 164(1), the Chief Minister 
is appointed by the Governor and the other Ministers 
are appointed by him on the advice of the Chief Mini
ster. In dismissing a Minister other than the Chief 
Minister, therefore, the correct : procedure ~s for the 
Governor to act entirely on the advice of the Chief 
Minister. In so far as we are aware, this has all 
along been the practice and has not been objected 
to .by any one. 

4.11.15 Defections were at one time a major cause 
of instability which often led to proclamation of 
President's rule, as no viable Ministry could be 
formed. With the incorporation of the anti-defection 
provisions in the Constitution by the 52nd Amend
ment, instability should be significantly reduced. 
However, party-splits and breakdowns of coalition 
governments may continue to occur till such time as 
political m'lturity develops among Jthe parties. 

Summoning, Proroguing and Dissolving the Legislative 
Assembly 

4.11.16 The Governor is empowered to summon, 
prorogue and dissolve the Legislative Assembly. 
The Draft Constitution provided inter alia that both 
in the m'ltter of summoning the Legislative Assembly 
or Council and dissolving the Assembly, the Governor 
would be required to act in his discretion. But this 
provision was subsequently deleted on the ground 
that a Governor would not exercise any function in 
his discretion and would follow the advice of his 
Ministry in all these matters. 

4.ll.l7 It is a well-recognised principle that, so 
long as the Council of Ministers enjoys the confidence 
of the Assembly, its advice in these matters,-unless 
patently unconstitutional-must be deemed as binding 
on the Govenror. It is only where such advice, if 
acted upon, would lead to an infringement of a consti
tutional provision, or where the Council of Ministers 
has ceased to enjoy the confidence of the Assembly, 
that the question arises whether the Governor may act 
in the eltercise of his discretion. One of the State 
Governments, answering the question in the affirmative 
h'ls suggested that Article 174 may be amended, 
so as to make the position explicit. 
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Summoning 

4.11.18 Some State Governments are of the view 
that if the Governor come~ I? know that the Ministry 
m office may have lost maJonty support in the Assem
bly, he may summon the Assembly on his own with 
a view to testing whether the Ministry continues to 
have majority support. One of them has suggested 
amendments to Arttcle 174 so as to confer this power 
on the Governor in the situation just mentioned. 
Another State Government has suggested that the 
Governor may summon a House of the State Legis
lature on his own, if the Chief Minister fails to advise 
him to summon the House within six months of the 
last day of t11e preceding session. However, certain 
other State Governments are not in favour of the 
Governor eltercising this power. One of them is 
apprehensive that the power may be exercised at the 
behest of the Union Government. According to some 
others, the Governor should dismiss the Ministry, 
f the Chief Minister does not accept the Governor's 

suggestion that the Assembly should be summoned 
within a reasonable time in order to test the majority 
of the Ministry, which according to available indica
tions, has ceased to enjoy majority support. Some 
State Governments feel that the responsibility to 
summon the Assembly should be left to the Chief 
Minister. 

4.11.19 Normally, the State Legislature is summoned 
by the Governor on the advice of the Chief Minis· 
ter. The Chief Minister provides business agenda 
for the Legislative Assembly and also for the Legis
lative Council, if there is one. However, the eKigen· 
cies of certain situations may require a departure 
from this convention. The Governor, then, eKercises 
his own discretion to summon the Assembly. He 
exercises this discretion only to ensure th1t the system 
of responsible government in the State works in 
accordance with the norms envisaged in the Consti
tution. A situation may, however, arise where the 
Chief Minister designedly fails to advise the summon
ing of the Assembly within six months of its last 
sitting, or advises its summoning for a date falling 
beyond this period. The Governor can, then summon 
the Assembly within the period of silt months specified 
in Article 174(1), the neglect or wrong advice of the 
Chief Minister notwithstanding. Again, in our view, 
the Governor would be justified in summoning the 
Assembly when the Chief Minister, in contravention 
of the rule suggested in para 4.11.06 above, is not 
prepared to summon it within 30 days of his taking 
over. Similarly, when at a later stage, on the basis 
of reliable evidence it appears to the Governor that 
the incumbent Ministry no longer enjoys the con
fidence of the Assembly, he should ask the Chief 
Minister to have the question of his majority support 
tested on the floor of the House within a reasonable 
time as suggested in para 4.11.13 above. 

4.11.20 The eltigencies of the situations described 
above are such that the Governor must necessarily 
over-rule the advice of his Ministry if he is to ensure 
that the rei ·vant constitutional requirements are ob
served both in letter and spirit. As already explained 
in paras 4.3.07 and 4.3.11, the Governor would, in 
the special circumstances, be within his constitutional 
right in summoning the Assembly in the eltercise of 
his discretion. It is neither necessary nor advisable 



to amend the Constitution to make any express pro
vision in this regard. We, therefore, recommend that, 
if the Chief .111inister neglects or refuses to summon 
the Assembly for holding a "Floor Test", the Gover
nor should summon the Assembly for the purpose. 

Proroguing 

4.11.21 Most of the State Governments are of the 
view that, in the matter of proroguing a House of the 
State Legislature, the Governor should act on the 
advice of his Council of Ministers. However, one of 
them has suggested that, when a Chief Minister, being 
aware that he no longer enjo) s majority support, 
advises the Governor to prorogue the Assembly, the 
Governor would be justified in compelling the Cruel 
Minister to face the Assembly in order to demonstrate 
his majority. 

4.11.22 We too are of the view that, as regards 
proroguing a House of Legislature, the Governor 
should normally act on the advice of the Chief Minister. 
But where the latter advises prorogation when 
a notice of a no-confidence motion against the Ministry 
is pending, the Governor should not straightaway 
accept the advice. If he finds that the no-confidence 
motion represents a legitimate challenge from the 
Opposition, he should advice the Chief Minister to 
postpone prorogation and face the motion. 

Dissolution 

4.11.23 Varying views have been expressed on the 
line of action to be adopted by the Governor in regard 
to the dissolution of the Legislative Assembly when 
the Ministry in office loses majority support in the 
Assembly and no new Ministry can be formed. One 
State Government has suggested that the Assembly 
should stand dissolved on the expiry of one month 
from the date the Ministry in office was defeated in 
the Assembly on a vote of confidence. According 
to another State Government, the Governor may, 
on Ills own, dissolve the Assembly so that fresh elec
tions could be held. A third State Government has 
suggested that the Assembly should be given an oppor
tunity to show cause why it should not be dissolved. 
Some State Governments are of the view that the 
Governor should always act in accordance with the 
advice of the Clllef Minister. One of them, however, 
considers that the Chief Minister should place the 
question of dissolution before the Council of Minis
ters. 

4.11.24 We have considered the above suggestions. 
The one for automatic dissolution of the Assembly at 
the end of one month from the date of defeat of the 
Ministry implies that the State administration will 
be carried on during that period by the Governor on 
the advice of a Ministry which has ceased to enjoy 
the confidence of the Assembly. The other suggestion 
that. in deciding whether the Assembly should be 
dissolve<!, the Governor should invariably act on the 
advice of the Ministry implies that he should do so 
even if the Ministry has lost majority support. Both 
the suggestions are patently unconstitutional. We, 
therefore, propose as follows. 

4.11.25 The Council of Ministers may advise the 
Governor to d1ssolve the U:gislative Assembly on,the 
ground that it wishes to seek a fresh mandate from 
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the electorate. If the Ministry enjoys a clear majo
rity in the Assembly the Governor must accept the 
advice. However, when the advice for dissolving the 
Assembly is made by a Ministry which has lost or 
appears to have lost majority support, the Governor 
should adopt the course of action suggested in paras 
4.11.09 to 4.11.13 and 4.11.20 above as may be 
appropriate. 

4.11.26 If ultimately a viable Ministry fails to 
emerge, a Governor is faced with two alternatives. 
He may either dissolve the Assembly or recommend 
President's rule under Article 356, leaving it to the 
Union Government to decide the question of dissolu
tion. We are firmly of the view that the porper 
course would be "to allow the people of the State to 
settle matters themselves".•• The Governor should 
first consider dissolving the Assembly and arranging 
for a fresh election. Before taking a decision, he 
should consult the leaders of the political parties 
concerned~ and the Chief Election Commissioner. 

4.11.27 If the Governor concludes that the Assembly 
should be dissolved and an election can be held early. 
be should normally ask the outgoing Ministry to 
continue as a car; taker Government. Here, a con
vention should be adopted that a caretaker Govern
ment should not take any major policy decisions. 

4.11.28 However, if the Governor has reliable evi
dence that the outgoing Ministry has been responsible 
for serious maladministration or corruption, it would 
not be proper for him to install such a Ministry as a 
caretaker Government. In such an event and also if 
tbe outgoing Ministry is not prepared to function as 
a caretaker Government, the Governor, without dis
solving the Assembly, should recommend President's 
rule in the State. It will be then for thel Union 
Government to I arrange for early election. 

4.11.29 It may happen that. if the Assembly is 
dissolved, fresh election cannot be held immediately 
on account of a national calamity or State-wide dis
turbances. It would then not be proper for a caretaker 
Government to be in office for the long period that 
must elapse before the next election is held. The 
correct course for the Governor would be to recomm
end proclamation of President's rule under Article 356, 
without, however, dissolving the Assembly. As 
suggested in para 6.6.20 of Chapter VI on "Emergency 
Provisions", it is only after Parliament has had an 
opportunity to consider the Proclamation bringing 
the State under President's rule, that the Union 
Government may decide whether the Assembly 
should be dissolved and election held in due course. 

4.11.30 Another possible situatiOn 1s that it may 
be too early to hold a fresh election, the Assembly not 
having run even half its normal 'duration of 5 years. 
Frequent elections, one closely following another, tmcl 
to distr<ct the attention of the people, disturb the con
tinuity of administration, and involve bea' y expendi
ture. In such an event also, the correct course for the 
Governor would be to recommend President's rule 
under Article 356 without dissolving the Assembly. 

22. Constitutent Assembly Debates (Revised Edition), 
'f Vol. IX, Page 177 (Dr. Ambedkar). 



Nomination to Legislative Council/Assembly 

4.11.31 A question has been raised whether the 
Governor has discretion in making nominations to the 
Legislative Council under Article 171(3)(e) and (5) 
and to the Legislative Assembly vide Article 333. 
Article 171 does not provide for the exercise of dis
cretion by the Governor. Similarly, no discretion 
is available to the Governor to make a nomination to 
the Legislative Assembly under Article 333. The 
Governor should await the formation of a Ministry, 
if at the time of making a nomination, a Ministry has 
not been formed or has resigned or lost majority in 
the Assembly. 

Role of the Governor as Chancellor of a University 

4.11.32 State University Acts generally provide that 
the Governor by virtue of his ofllce, shall be the 
Chancellor or head of the University concerned and 
endowed with various powers such as appointment of 
Vice-Chancellor. The question is whether the Gc
vernor's functions as Chancellor of a University fall 
within the purview of Article 163(1). This would 
imply that a Governor is bound to act on the aid and 
advice of his Council of Ministers in the discharge 
of his functions as Chancellc r except in so far as 
he is required by the statute to exercise any of the 
functions in his discretion. There have been instances 
where, in selecting Vice-Chancellors, Governors as 
Chancellors have r. cted in their discretion, over
ruling the advice of the Council of Ministers. 

4.11.33 The question first arose when the Governor 
of Bombay had to nominate members of the Sc nate of 
the University of Poona in consultation with the 
Vice-Chancellor. The Attorney-General for India 
reportedly held that, as Chancellor, the Gov(rnor 
was not bound to act on the aid and advice of his 
Ministers. The position was later accepted by Pandit 
G.B. Pant as Chief Minister of Uttar Pradesh when 
a question arose about the role of the Governor as 
Chancellor of Universities in that States.•• 

4.11.34 Two State- Governments have suggested 
that the Governor, while functioning as Chancellor of 
a Univeristy in an ex-n.fficio capacity,. should exe~cise 
his functions in regard to the appomtment of \'Ice
Chancellor only on the aid and advice of his Council 
of Ministers. However, one of them has pointed out 
that it would be permissible to make an express provi
sion in the State enactment governing the uni\ersity, 
requiring the Governor to exercise his discretion in 
this matter. Two State Governments have expressed 
a different view. One of them bas said that. as 
Chancellor of a University, the Governor is not bound 
to accept the advice of his Ministry. Yet another 
State Government has sought to make a distinction 
between the statutory functions of the G?vernor as 
Chancellor which can (and are) challenged m a court 
of Jaw, while the action taken by him in his capacity 
as Governor cannot be so challenged. 

4.11.35 In its report on "State A~m.inistration" 
the Administrative Reforms CommiSSIOn recom
mended .. that the functions assigned to a Gov~rnor. by 
statute (e.g. those of Chancellor of the Umverslty) 

(23l Munshi K.M. : "Pilgrimage to Freedom", Vol. 1: 
Pages 271 and 272. 
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>hould be exercised by him in his discretion. The 
Governor may consult the Chief Minister if he so 
wishes, but he should not be bound by the latter's 
advice. The Commission surmised that the idea 
underlying the assignment of certain functions to the 
Governors by statute was to insulate them from 
political ,influence. •• 

4.11.36 The powers and duties conferred on the 
Governor by a statute fall in two distinct categories. 
Those conferred on the Governor in his capacity as 
Governor constitute one such category. Such fun
ctions pertain to the office of the Governor, as provided 
for in Article 154(1) and are to be exercised by him on 
ministerial advice in accordance with Article 163(1). 
Further, by virtue of Article 361(1), the Governor 
enjoys personal immunity from answerability to any 
court for the exercise by him of such functions. 

4.11.37 The other category of functions are: those 
Y<hich a statute may confer on the Governor, not in 
his capacity as Governor but in a different capacity. 
such as, for instance, the Chancellor of a University. 
Here, the Governor functions in pursuance of a 
statute in relation to the affairs of the University-not 
as Governor but as Chancellor, notwithstanding that 
he holds the office in the University in an ex-officio 
capacity. Even though the Governor is the Chancell
lor by virtue of his office and would cease to be the 
Chancellor on ·ceasing to be Governor, it does not 
necessarily follow that the functions assigned to him 
as Chancellor of the University are to be performed 
by him in his capacity as the Gover~or. In fact, 
University Acts generally confer certam powers on 
the State Government which are distinct and separate 
from those conferred on the Chancellor. It has been 
heJd2• that the immunity given to the Governor under 
Article 361(1) does not extend to the exercise of powers 
and duties falling under this category. The statutory 
functions of the Chancellor do not fall within the 
purview of Article 154(1) and cannot be regarded 
as 'business of the Government of the State' under 
Article 166(3), the reason hing that the office of 
Chancellor is distinct from that of the Governor. 

4.11.38 In relation to exercise of ex(cutive poY.er 
of a State, the word 'Governor' can normally be 
equated with the State Govern~ent. Hcy,ever, the 
office of Chancellor, evenr though held by the Govern
or under a statute in an ex-rfficio capacity cannot be 
so equated. The former, being an off.cer of the Uni
versity, is not obliged to seek the advice of the State 
Government in the matter of exercise of his functions 
such as the appointment of Vice-Chancellor. The 

24, Administrative Reforms Ccrrrrissicn : "'~fJ:Cif o~ 
State Administration" : Para 6 and Rearrrr.t.r.Caucn l (I) . 
Pages S-6. 

25. This view bas hen "rteld ty tte Artltra F"'"~ rHiFh 
Court in M. Kiran Pabu ''· tte State of Ar.chra Fr•c<5h CAJR 
1986 Andhra Pradesh 275). The Hiph C~url.ohencd r~. F01as 
33 and 34 that -'the autonomy of the Unl\ersl1y and the. •.ntu~st 
of higher education demand that there should te f.O rohtJCal ID· 
terference in the (:!overnanace of the UmHrsJtJt:s, rs aho 1n 1te 
appointment of Vice-ChanceJior . ........... ". 

{26) s. C. Bor>t Vs. H•ri ViD2y.>k': AIR 19l2 :W..: cll'ya 
Pradesh 73 (V 49 C31). 



S.llll~ vie.v hJ.s b:~n taken by the Andhra Pradesh 
High Court in M. Kira11 B:~!Ju Vs. Go1wnment of Andhra 
Pradesh .• , 

4.11.39 Although there is no obligation on the 
Governor always to act on ministerial advice under 
Article 163(1), there is an obvious advantage in the 
Governor consulting the Chief Minister or other 
Ministers c:Jacernei, but he would have to form his 
own iniividu:ll juig:m~nt. The G:>vernor, in his 
capacity as Cn1n~ellor of a University, may possibly 
be requird by the University"s statute (e.g. the Cal
cutta ani the B~rdwan University Acts) to consult 
a Minister m~ntionei in su~h statute on specified 
mltters. In su:h cases, the Governor may be well 
advised to consult the Minister on other important 
matters also. In either case, there is no legal obliga
tion for him to necessuily act on any advice received 
by him. 

12. GOVER:VOR"S FORTNIGHTLY IREPORT TO 
THE tPRESlDENT 

4.12.01 Each G:>vernor sends to the President every 
fortnight a report on im;>ortant developments that 
have taken place in the administration of the State. 
The practice generally followd is to send a copy 
of this rep:>rt to the Chief Minister. 

4.12.02 0.1e of the State G:>vernments considers 
that these reports are useful as they keep the President, 
informed about the state of a!fairs in the State and, 
at the same time, enable the Chief Minister and his 
colleagues to know the views of the Governor on such 
matters. Tile rep:>rts als:> enable the Gnief Minister 
to correct any w;ong policies that may have been 
pursued. An:>ther State G:>vernment would like 
fortnightly rep:>rts to o!fer o~*~tive advice to both 
the U:1ioa an:i the State G:>vernments in order to 
rem:>ve m:sunierstaniings and differences between 
them. Tnese re;JJ:ts sh:ml:i crelte mJ.tull tru>t 
between the G:JVernor an:l the Chief Minister. It 
shouli therefo:e be mlie o':Jlig1tory for the G:>vernor 
to m1b a c:>:>Y of the fortnightly report available to 
the 1Chief Minister. 

4.12.03 HlN!ver, tw:> other State GJVernments are 
Oj)j>:>se:l to the pra:tice of the 1G:>vernor sending 
perio:iical rep:>rts to the Pre>ident on the ground 
that it m1kes the Governor subservient to the Union 
G:>vern'lle!lt. Oae of them has suggeste:i that the 
fo:tn"ghtly rep:>rts to the Uaioa G:>vernment should 
be sent by the Chief Minister and not by the Governor. 

4.12.04 The ARC Stu:iy Team ~on Centre-State 
Relationships recommended in its report that Gover
nors should keep them>elves informe:i about key 
sectors of public a:lministration in the State so that 
their fort'li~?;ittly reo:>rts c:>uld provide the Union 
with mel'lingful inform1tion an:l, at the same time, 
give tim!ly a:lvice an:i warning, if necessary, to the 
C'lief \fi:ti,ter als:J. The Stu:ly Tea'll was of the 
view that G:>vernors were perfectly within their right 
to 'e"l :l re;nrts, fortnightly a'li ai hoc, to the Presi :lent 
without a'lV o':Jligation. to sen:i copies to the Chief 
Ministers.•• 

117) "'!. l(in~ 8'"" Vs. toe Sllte of An:lhra Pra:le>ll etc. 
(AIR 19~6 Andlrra Pradesh 275). 

(28) Paras 18.20 to 18.22 of report. 
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4.12.05 In its report on Centre-State Relationships, 
the Administrative Reforms Commission observed 
that, through his fortnightly reports, the Governor 
should keep the Union Government adequately infor:" 
med of the developments and events in the State allir 
the manner in which the Government of the State 
was being carried on. In making fortnightly and 
ad hoc reports, the Governor should act according to
his own judgement. However, he should take his 
Chief Minister into confidence, unless there are over
riding reasons to the contrary.29 

4.12.06 We do not see any reason to recommend a 
change in the well-established practice of Governors 
sending fortnightly reports to the President, with 
copies thereof to the Chief Minister. However, we 
are of the view that it would not be constitutionally 
proper to make it obligatory for the Governor to send 
a copy of the report to the Chief Minister. As ex
plained earlier in paras 4.3.ll(d) and 4.3.13, the Go
vernor may be obliged to report to the President some 
important developments together with his own assess
ment of them. He may consider it inadvisable to 
endorse a copy of such a report to the Chief Minister. 
Normally, such a report should not be included 
in the fortnightly letter but sent as a separate ad hoc 
report- However, in principle, it is the Governor's 
right and duty to make a report, whether it is fort
nightly or ad hoc, without the obligation of informing 
the Chief Minister. Even so, what is legally permis
sible may not always be politically proper. We 
would, therefore, reiterate the recommendation of 
the Administrative Reforms Commission that while 
sending these ad-hoc or fortnightly reports the Gover
nor should normally take his Chief Minister mto 
confi:ience, unless there are over-riding reasons to the 
contrary. . _j 

13. NEED FORJDISCRETIONARY POWER 

4.13.01 It has been suggested to ust hat the dis
cretionary power of the G:>vernor under Article 163 
should be rem:>ved. The Governor may be assigned 
only some symbolic functions to perform but must 
act only according to the advice of the State Council 
of Ministers. Two State Governments are of the view 
that the expression "except in so far as he is, by or 
under this Constitution required to exercise his 
functions or any of them in his discretion" in Article 
163(1) should be retained. However, the Governor 
shoul:i exercise his discretion, in public interest, not 
arbitrarily, and so as to subserve the purpose for 
which discretionary power has been conferred. One 
of th 'se State Governments has further suggested that 
the discretionary power needs to be curtailed, as 
the present interpretation of the scope of this power 
is a potential threat to the autonomy of the States and 
to the right of the people of the State to be governed 
by a responsible government. It has accordingly 
sug~ested that, if exercise of discretion by the Governor 
under a particular Article of the Constitution cannot 
be regardd as justifie:i, the Article should be amended 
so as to remove that function from the purview of the 
Governor's discretionary power. · 

(29) Administrative Reforms Commission: "Report on Cen
tre-State Relationshit>s"; Paras 11 and 12 and Recommenda
tion 10 : Pages 26-27. 



4.13.02 As it is humanly impossible to visualise 
and provide for all contingencies in which the Go
vernor may be required to act in the exercise of his 
discretion for discharging his constitutional respon
sibilities, the Constitution-makers advisedly refrained 
from putting it within the strait jacket of a rigid 
definition. The ways in which the Constitution can 
be tampered with cannot be foreseen. Political pres
sures and human ingenuity may try many methods 
of circumventing the Constitution and creating chaos. 
Which way the Governor may have to react under 
any such situation cannot be pre-determined. 

4.13.03 For all these reasons, we are of the opinion 
that the discretionary power of the Governor as pro
vided in Article 163 should be left untouched. It is 
neither feasible nor advisable to regulate its exercise 
or restrict its scope by an amendment of the Consti-
tution. · 

4.13.04 In the earlier paragraphs we have indicated 
broadly the principles and conventions to be followed 
by the Governor in exercising discretion in relation 
to some specified functions. On all such occasions 
when a Governor finds that it will be constitutionally 
improper for him to accept the advice of his Council. 
of Ministers, he should make every effort to persuade 
his Ministers to adopt the correct course. He should 
exercise his discretionary power only in the last resort. 

14. SPECIFIC FUNCTIONS ENTRUSTED TO 
GOVERNORS OF CERTAIN STATES 

Functions to be exercised in their discretion 

4.14.01 Jn para 4.3.09 (A)(ii) ante, we referred 
to the fact that specific functions have been enstrusted 
to Governors of certain Statts to be exercised by them 
in their discretion. These are listed below : 

(i) Governor of Nagaland 

(a) Deciding whether a matter does or does not 
relate to the special responsibility for law 
and order in the State entrusted to him 
under Article 371A(1) (b)[First Proviso to 
Article 371A(1)(b)]. 

(b) Framing of rules for a regional council for 
the Tuensang district [Article 37IA(a)(d)]. 
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(c) Arranging for an equitable allocation of any 
money, provided by the Government of 
India to the Government of Nagaland to 
meet the requirements of the State as a 
whole. between the Tuensang district and 
the rest of the State [Article 371A(2) (b)].30 

(d) Deciding all matters relating to Tuensang 
District (Article 371A (2)(f)]. 30 

(ii) Governor of Sikkim 

Discharge of the special responsibility entrusted 
to him for peace and for equitable arran
gements for ensuring the social and econo· 
mic advancement of different sectk ns of the 
population of Sikkim. This power is subject 

(30) The period often years from the date of formation of the 
State of Nagaland during which the Governor had th1s power 
expired on 1-12-1973. 

to such directions as the President may 
issue. [Article 371F(g)]. 

(iii) Governor of Aruuachal Pradesh 

Deciding whether a matter does or does not 
relate to the special responsibility for Jaw 
and order in the State entrusted to him 
under Article 371H(a) [First proviso to 
Article 37JH(a)]. 

(iv) Governors of Assam, Meghalaya, Tripura and 
Mizoram. 

Any dispute, in regard to the share of royalties 
payable to a District Council in Assam or 
Meghalaya or Tripura or Mizoram by the 
State Government, shall be referred to the 
Governor for determining such share, in 
his discretion [para 9(2) of the Sixth Sche· 
dule]. 

4.14.02 lt has to be noted that the above provi
sions are applicable only to a few States and are 
in the nature of temporary, transitional or special 
provisions as the case mav be. It will also be o bs
trved that some among the functions listed above. 
are expressly termed as "special responsibilities". 
While the remaining have not been so termed. Not
withstanding this distinction, all these functions have 
some features in common. First, the final decision in 
all the cases has to be taken by the Governor on his 
own. That is to say, he is not bound to seek or accept 
the advice of his Council cf Ministers. Second, the 
functions relate entirely to State administration for 
which the CouncilofMinisters in each of these States 
is ultimately accountable to the Legislative Assembly. 
Jn contrast, the Governors of States other than these 
are expected to exercise the corresponding functions, 
to the extent applicable. only on the aid and advice 
of their Council of Ministers. 

Functions to be exercised in their individual judgement 

4.14.03 As mentioned in para 4.3.09(B), the Gov
ernors of Arunachal Pradesh and Nagaland have 
been entrusted with a special responsibility with res· 
pect to law and order in their respective States. In 
deciding the action to betaken in thedischargeofthis 
special responsibility, the Governor concerned has 
to exercise his individual judgement, after consulting 
his Coundl of Ministers. [Articles 37JH(a) and 371A 
(I) (b)]. Thesearetheonly two provisions in the Cons
titution which use the expression 'individua\ judge· 
ment' and make prior consultation with the Council 
of Ministers mandatory, The ultimate decision, as 
already pointed out is taken by the Governor on his 
own. This feature distinguishes these provisions from 
a provision for the eXercise of discretion by the Gov
ernor (tither expressly or by necessary implication). 
In the latter case, the Governor is not bound to seek 
or accept the advice of his Council of Ministers. 

Functions entrusted by presidential orders under tbe 
Constitution and exercisable in their di~cretion 

4.14.04 As mentioned in para 4.3.10 ante there is 
yet a third category of functions envisaged in Articles 
371 and 371C. These functions, however. arise only 
after the President has made an Order under either 



Article p;oviding fM any sp.:cial resp_lnsibility ,,f the 
G.wernor oft he State in resp.:cto fth,· nutters sp.:cified 
in the Article. Two such Orders made with respect to 
the States of (comp.Jsite) Punj.1b and Andh.ra Pradesh 
under Article 371(1)3 1 enabled the irresp,!ctive Gov
~rnJrs to d.,cide finally, in the ex~rcise of their discre
tion judgem!nt, certain matters on which there was a 
difference of opinion b~tween the Council of Ministers 
and the R~gional Committee. Two other Prtsidential 
Orders m1de with resp~ct to the State of Gujarat32 

[Article 371 U}) and Maniplir (Article 371C(l)] speci
ficJlly emp nvcred the Governor to exercise discre
tionary power. 

4.14.05 In the discharge of the functions referred 
to in plfas 4.14.01 and 4.14.0-1 above, th! Governor 
concerned has to exercise his discretion. He is thus not 
bound to seek or accept the advice of his Council of 
Ministers. Blit tt at doe.> nJt mea•l that he is fo··bideen 
to consult thtm. Rather, it is advisable that th'! Gov
ernor should, if feasible, cJnsult his Ministers even 
in such mHters, which relate essentially to the admi
nistration of a State, before taking a final decision in 
exercise of his discretion. Such a practice will be con
duciveto the maintenanceofhealthy relations between 
the Governor and his Council of Ministers. Further. 
going by the principle recommended in p.1ra 4.13.0-1 
in the preceding Section, a Goverll0r, while exercis
ing any of the functions referred to in this Section too, 
may act in his discretion only when he finds that the 
advice given by .his Ccllln:il of Ministers would be 
prejl!dicial to the effective discharge of such func
tion~. 

15. GUIDEUNES FOR GOVERNORS 

4.15.01 A numh~r of views h1ve b~en expressed 
b~fore us as to wh~ther guidelines are necessary for 
Governors in regard to the ex~rcise of their discretio
nary powers. Acc:>rding to one view, it will b~ difficult 
to frame a set of g<~idelines b~cause the chuacteristics 
of the situations in which they h1ve to b~ exercised 
will be so diverse as to d!fy even b.-oad categorisation. 
Another view is thlt gliidelines m1y lead to litigation. 
In any case, they are unnecessary and it should b~ 
assum!d that a Governor will use his discretion p.-o
Perly in accordance with the spirit of the Constitu
tion. 

4.15.02 There is th~ opp~sing view that gliideli
nes are necessary. They should be directory and em· 
bJdy accepted conventions. While some would prefer 
the guidelines to be kept outside the Constitution, 
others would like them to b~ issl!ed in the form of an 
Instmment of Instructions under the Constitution. 
According to one view, an Instrum!nt of Instructions 
m1y be formulated by the Union in consl!ltation with 

(3:) Clause (I) of Article 371. inserted by the Constitution 
(Seventh Aonendmeni) 1Act, 1956 with effect from 1-11-1956, 
w~~ mJjified by tbe Punj:1b Re-organisation Act, 1966, sectiC'n 
26 (,.llh elfect from 1-11-1966). omittng therein references to 
t~ St ,,e of Pu'lj b. The provision was eventually repealed 
bi the C3nstitution (Thirty-second Amendment) Act, 1973 with 
effect from 1st July. 1974. 

f3!J Tn! Preiidential order with respect to the State of 
GJjJ.''Jt md! U'l:i'!r Article 371 (2) of the c·mstitutioo on the 
2~~h F.:"J<llUf, 1977 ren1ined un·implemented. It was eventually 
re;>::IJ~j by aruth~r Presidential order made under the said provi· 
sion on 17th Febru1ry, 1978. 

134 

the States. Another view is that this should he done 
hy the Inter-Governmental C'ouncil. 

4.15.03 The Draft Constitution P<<>vided that, in 
choosing his Ministers and in his rei a tions with them, 
the Governor would be gliided by the fnstructions set 
out in a Schedule (viz. the Fourth) ••. The Schedule 
was ~ub;equently deleted by the Constituent Assembly. 
While doing so. it was explained that the Governor 
had to act on the ad vic~ of his Ministers. His discre
tion being very meagre, his relations with his Minis
ters should be left entirely to convention.•• 

4.15.04 The ARC Stlidy Team on Centre-State 
R~lationship.> (1967) emphasised the need for the evo
lution of a national p.1licy to which the Union and 
the States subscribe. whicl1 gives recognition to the 
role of the Governor and g<~ides the resp;JUses of the 
Union, the States and the OppJsition p:~rties to any 
actions taken in discharge of it. The national policy, 
according to it, should sp~ll out the implications of 
the Governor's role in the form of conventions and 
p;actices, keeping ·in view the nltional objective of 
defending the Constituition and the pmt~ction of 
democracy. •·' 

4.15.05 The Administrative Reforms Commission 
(1969) recommended that gaidelines on the manner 
in which discretionary p~wers should be exercised 
by the Governors should be fotmulated by the Inter
State Council and, on accep~ance by the Union, issu
ed in the nameofthe President... The Government 
of India, however, did not accept this recommenda
tion on the goound that these matters should be left 
to the gmwth of appropriate conventions and that 
the formlilation of rigid guidelines would be neither 
feasible nor app;opriate. 

4.15.06 Considering the mlilti-fac:ted role of the 
Governor and the nature of his functions and duties, 
we are of the view that it would be neither feasible 
nor desirable to formulate a comprehensive set of 
gliidelines for the exercise by him of his discretionary 
powers. No two situations which may require a Gover. 
nor to use his discretion, are likely to be identic.tl. 
Th' ir political nuances too are bound to be different. 
making it virtually impJssible to foresee and p;·ovide 
for all such situations. Consequently, guidelines will 
be too b:oad to b~ ofp;actical u<e to a Governor and 
yet may force him to search for p;ecedents every time. 
It is impJrtant that no such h1ndicaps should be pla
ced on him. He should be free to deal with a sitliation, 
as it arises, according to his best judgement, keeping 
in view the Constitution and th~ law and the conven
tions of the p..lfliamentary system outlined in the pre
ceding p.lrag!aphs as well a~ in the Chapters on 
"Reservation of Bills by Governors for President's 
consideration", 37 and "Em~rgency Provisions".•• 

(33) Rao, B. Shiva: The Framing of India's Constituticn 
Volume Ill. Page 569 [Article 144 (4)] and Page 650 (Fourth 
Schedule). 

(34) Constituent Assembly Debates: Vclume X. Page' 
114 to 116. 

(35) Report of the Study Team on-Centre-State Relation
sh:p Para 18.5; Pages 273 and 274. 

(36) Administrative Reforms Commission ; "Report on 
Centre-State Relationships" : RecommendatiOn 9 : Pag·o 
25. 

(37) Chapter V. 
(38) Chapter VI. 



16. RECOMMENDATIONS 

4.16.01 A person to be appointed as a Governor 
should satisfy the following criteria : 

(i) He should be eminent in some walk of life. 

(ii) He should be a person from outside the State. 

(iii) He should be detached figure and not too 
intimately connected with the local politics of 
the State; and 

(iv) He should be a person who has not taken too 
great a part in politics generally, and particu
larly in the recent past. 

In selecting a Governor in accordanee with the above 
criteria, persons belonging to the minority groups 
should continue to be given a chance as hitherto. 

(Para 4.6.09) 

4.16.02 It is desirable that a politician from the 
ruling party at the Union is not appointed as Gover
nor of a State which is being run by some other partv 
or a combination of other parties. 

(Para 4.6.19) 

4.16.03 In order to en~ure effective consultation 
with the State Chief Minister in the selection of a 
person to be appointed as Governor. the procedure 
of consultation should be pr~scribed in the Constitu
tion itself by suitably amending Article 155. 

(Para 4.6.25) 

4.16.04 The Viee-President of India and the 
Speaker of the Lok Sabha may be consuJtPd by the 
Prime Minister in selecting a Governor. The Con
sultation should be confidential and informal and 
should not be a matter of constitutional obligation. 

(Para 4.6.33) 

4.16.05 The Governor's tenure of office of five 
years in a State should not be disturbed excePt very 
rarelY and that too, for some extremely compelling 
reason. 

(Para 4. 7.08) 

4.16.06 Save where the President is satisfied that, 
in the interest of the security of the State. it is not 
expedient to do so, the Governor whose tenure is 
proposed to be terminated before the expiry of the 
normal term of five years, should be informally appri
sed of the grounds of the proposed action and affor
ded a reasonable opportunity for showing cause agai
nst it. It is desirable that the President (in effect, the 
Union Council of Mini~ters) should get the expl•na
tion, if any, submitted by the Governor against his 
proposed removal from office, examined b~ an Advi
sory Group consisting of the Viee-President of India 
aod the Speaker of the Lok Sabha or a retired Chief 
Justice of India. After reeeiving the recommendation 
of this Group, the President may pass such orders 
in the case as he may deem fit. 

(Para · 4.8.08) 

4.16.07 When, before expiry of the normal terms 
of five years, a Governor resigns or is appointed 
Governor in another State, or has his tenure termi
nated, the Union Government may lay a statement 

19-325/87 
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before both Houses of Parliament explaining the 
circumstances leading to the ending of the tenure. 
Where a Governor has been given an opportunity to 
show cause against the premature termination of his 
tenure, the statement may also include the explanation 
given by him, in reply. 

(Para 4.8.09) 

4.16.08 As a matter of convention, the Governor 
should not, on demittinl! his office, be eligible for any 
other appointment or office of profit under the Union 
or a State Government el(cept for a second term as 
Governor or election as Vice-President or President 
of India; ~uch a COJ?Vention should also require th•t, 
after qu1ttmg or laymg down his office. the Governor 
shall not return to active partisan politics. 

(Para 4.9.04) 

4.16.09 A Governor should, at the end of his 
tenure, irrespective of its duration, be provided reaso
nable post-retirement benefits for himself and for his 
surviving spouse. 

(Para 4.10.02) 

4.16.10 (a) In choosing 'a Chief Minister, the 
Governor should be guided by the following prin
ciples, viz. : 

(i) The party or combination of parties which 
commands the widest support in the Lel(isla
tive Assembly should be called upon to form 
the government. 

(ii) The Governor's task is to see that a govern
ment is formed and not to try to form a govern
ment which will pursue policies which he 
approves. 

(h) If there is a single party having an absolute 
majority in the Assembly, the leader of the party 
should automaticatty be asked to become the Chief 
Minister. 

If there is no such party, the Governor should select 
a Chief Minister from among the following parties 
or groups of parties by sounding them, in turn, in the 
order of preference indicated below : 

(i) An alliance of parties that was formed prior 
to the Elections. 

(ii) The largest single party staking a claim to 
form the government with the support of 
others, including 'independents'. 

(iii) A post-electoral coalition of parties, with all 
the partners in the coalition joining govern
ment. 

(iv) A post-electoral alliance of parties, with 
some of the parties in the alliance forming a 
Government and the remaining parties, in-
cluding 'independents', supporting the 
government from outside. 

The Governor while going through the process des
cribed above should select a leader who in his (Gover
nor's) judgement is most likely to command a majo
rity in the Assembly. 

(c) A Chief Minister, unless he is the leader of a 
party which has absolute majority in the Assembly, 
should seek a vote of confidence in the Assembly 



within 30 days of taking over. This practice should be 
religiously adhered to with the sanctity of a rule of 
law. 

(Paras 4.11.03 to 4.11.06) 

4.16.11 The Governor should not risk determining 
the issue of majority support, on his own, outside the 
Assembly. The prudent course for him would be to 
cause the rival claims to be tested on the floor of the 
House. 

(Para 4.11.07) 

4.16.12 The Governor cannot dismiss his Council 
of Ministe•s so long as they continue to command a 
majority in the Legislative Assembly. Conversely, 
he is bound to dismLo;s them if they lose the majority 
but do not resign. 

(Para 4.11.09) 

4.16.13 (a) When the Legislative Assembly i~ in 
session, the question of majority should bo tested on 
the floor of the House. 

(b) lf during the period when the Assembly re
mains prorogued, the Governor receives reliable evi
dence that the Council of Ministers has lost 'majo
rity', he should not, as a matter of constitutional pro
priety, dismiss the Council unless the Assembly has 
expressed on the floor of the House its want of confi
dence in it. He should advise the Chief Minister to 
summon the Assembly ~ s early as possible so that the 
'majority' may be tested. 

(c) Generally, it will be reasonable to allow the 
Chief Minister a period of 30 days for the summoning 
of the Assembly unless there is very urgent business 
to be transacted like passin~ the Budget, in which case, 
a shorter period may be allowed. In special circum
stances, the period may go up to 60 days. 

(Paras 4.11.10, 4.11.11 and 4.11.13) 

4.16.14 So long as the Council of Ministers enjoys 
the confidence of the Legislative Assembly, the advice 
of the Council of Ministers in regard to summoning 
and proroguing a House of the Legislature and in 
dissolving the Legislative Assembly, if such advice 
is not patently unconstitutional, should be deemed as 
binding on the Governor. 

(Para 4.11.17) 

4.16.15 (a) The Governor may in the exigencies 
of certain situations, exercise his discretion to sum
mon the Assembly only in order to ensure that the 
system of responsible government in the State works 
in accordance with the norms envisaged in the Consti
tution. 

(b) When the Chief Minister designedly fails to 
advise the summoning of the Assembly within six 
months of its last sitting, or advises its summoning 
for a date faUing beyond this period, the Governor 
can summon the Assembly within the period of six 
months specified in • Article 174(1 ). 
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(c) When a Chief Min.i~ter (who is not the leader 
of th~ party which has absolute majority in the Assem
bly), ~ ~ot prepared to summon the Legislative Assem
~ly Withm 30 days of the taking over [vide recommenda- · 
!ton 4.16.10(c) above) or within 30 days or 60 days. 

as the case may be, when the Governor finds that the 
Chief Minister no longer enjoys the confidence of 
the Assembly [vide recommendation 4.16.13 (c) 
above], the Governor would be within his c~nstitu
tional right to summon the_ Assembly for holdmg the 
"Floor Test". 

(Paras 4.11.19 and 4.11.20) 

4.16.16 If a notice of a no-confidence motion 
against a Ministry is pending in a House of the Legi
slature and the motion represents a legitimate chal
lenge from the Opposition, but the Chief Minister 
advises that the House should be prorogued, the 
Governor should not straightaway accept the advice. 
He should advise the Chief Minister to postpone the 
prorogation and face the motion. 

(Para 4.11.22) 

4.16.17 (a) When the advice for dissolving the 
Assembly is made by a Ministry which has lost or is 
likely to have lost majority support, the Governor 
should adopt the course of action as recommended in 
paras 4.16.12, 4.16.13 and 4.16.15 (c) above. 

(b) If ultimately a viable Ministry fails to emerge, 
the Governor should first consider dissolving the 
Assembly and arranging for fresh elections after con
sulting the leaders of the political parties concerned 
and the Chief Election Commissioner. 

(c) If the Assembly is to be dissolved and an 
election can be held early, the Governor should nor
mally ask the outgoing Ministry to continue as a 
caretaker Government. However, this step would not 
be proper if the outgoing Ministry has been responsible 
for serious mal-administration or corruption. 

(d) A convention should be adopted that a care
taker Government should not take any major policy 
decisions. 

(e) If the outgoing Ministry cannot be installed 
as a caretaker Government for the reason indicated 
in (c) above or if the outgoing Ministry is not prepared 
to function as a caretaker Government, the Governor, 
without dissolving the Assembly, should recommend 
President's rule in the State. 

(f) If fresh election cannot be held immediately 
on account of a national calamity or State-wide 
disturbances, it should not be proper for the Governor 
to install a caretaker Government for the long period 
that must elapse before the next election is held. He 
should recommend proclamation of President's rule 
under Article 356 without dissolving the Assembly. 

(g) If it is too early to hold fresh election, the 
Assembly not having run even half its normal dura· 
tion of five years, the Governor should recommend 
President's rule under Article 356 without dissolving 
the Assembly. 

(Paras 4.11.25 to 4.11.30) 

4.16.18 The Governor has no discretionary power 
in the matter of nominations to the Legislative Council 
or to the Legislative Assembly. If at the time of mak
ing a. nomination, a Ministry has either not been for
med or has resigned or lost majority in the Assembly, 
the Governor should await the formation of a new 
Ministry. 

(Para 4.11.31) 



4.16.19 Where a State University Act provides 
that the Governor, by virtue of this office, shall be the 
Chancellor of the University and confers powers and 
duties on him not as Governor of the State but as 
Chancellor, there is no obligation on the Gover~~:o~, 
in his capacity as Chancellor, always to act on Mtnl
sterial advice under Article 163(1). However, there 
is an obvious advantage in the Governor consulting 
the Chief Minister or other Ministers concerned, 
but he would have to form his own individual judge
ment. In his capacity as Chanceller of a U ~versit~, 
the Governor may be required by the Umvers1ty s 
statute to consult a Minister mentioned in the statute 
on specified matters. In such cases, .t~e Governor 
may be well advised to consult. the MIDister on _other 
important m~tters, als~. In e1ther ca~e, there 1s no 
legal obligation for him to necessanly act on any 
advice received by him. 

(Paras 4.11.37 to 4.11.39) 

4.16.20 The Governor, while sending ad hoc or 
fortnightly reports to the President, should normally 
take his Chief Minister into confidence, unless there 
are overriding reasons to the contrary. 

(Para 4.12.06) 

4.16.21 The discretionary power of the Governor 
as provided in Article 163 should be left untouched. 

(Para 4.13.03) 

4.16.22 When a Governor finds that it wiii ~e 
constitutionally improper for him to accept the advice 
of his Council of Ministers, he should make every 
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effort to persuade his Ministers to adopt the correct 
course. He should exercise his discretionary power 
only in the last resort. 

(Para 4.13.04) 

4.16.23 Certain specific functions have been con
ferred (or are conferable) on the Governors of Maha
rashtra and Gujarat [Article 371(2)], Nagaland [First 
Proviso to Article 371A(1)(b), Article 37lA(1)(d) 
and Article 371A(2)(b) and (f)], Manipur [Article 
37lC(1)], Sikkim [Article 371F(g)] and Arunachal 
Pradesh [First Proviso to Article 371H(a)] to be exer
cised by them in their discretion. In the discharge 
of these functions, the Governor concerned is not 
bound to seek or accept the advice of his Council of 
Ministers. However, before taking a final decision in 
the exercise of his discretion, it is advisable that the 
Governor should, if feasible, consult his Ministers 
even in such matters, which relate essentially to the 
administration of a State. 

(Para 4.14.05) 

4.16.24 It would be neither feasible nor desirable 
to formulate a comprehensive set of guidelines for the 
exercise of the discretionary powers of the Governor. 
A Governor should be free to deal with a situation 
according to his best judgement, keeping in view the 
Constitution and the law and the conventions of the 
Parliamentary system outlined in this Chapter as well 
as in Chapter V "Reservation of Bills by Governors 
for President's consideration" and Chapter VI "Emer
gency Provisions". 

(Para 4.15.06) 
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CHAPTER V 

RESERVATION OF BILLS BY GOVERNORS FOR PRESIDENT'S CONSIDERATION 
AND .PROMULGATION OF ORDINANCES 

I. INTRODUCTION 

5.1.01 The Constitution makes the Governor a 
component part of the State Legislature (Article 168). 
He cannot be a member of either House of that Legis
lature. In order to become an Act, every Bill passed 
by the State Legislature must receive his assent or, 
having been reserved by him for President's considera
tion, receive the assent of the Presidentl, If the Gov
ernor or the President. as the case may be, with
holds his assent, the Bill fails to become law. 

r Article 200 

5.1.02 Article 200 provides that when a Bill 
passed by the State Legislature, is presented to the 
Governor, the Governor shall declare-

(a) that he assents to the Bill; or 

(b) -that he withholds assent therefrom; or 

(c) that he reserves the Bill for-the President's 
consideration; or 

(d) the Governor may, as soon as possible, return 
the Bill (other than a Money Bill) with a 
message for re-consideration by the State 
Legislature. But, if the Bill is again passed by 
the Legislature with or without amendment, 
the Governor shall not withhold assent there
from (First Proviso); or 

(e) if in the opinion of the Governor, the Bill, 
if it became law. would so derogate from the 
powers of the High Court as to endanger its 
constitutional position, he shall not assent 
to but shall reserve it for the consideration 
of the President (Second Proviso). 

5.1.03 If the Governor reserves a Bill for Presi
dent's consideration, the enactment of the Bill then 
depends on the assent or refusal of assent by the 
President. 

5.1.04 In the case of a reserved Bill, the President 
shall, under Article 201, either declare his assent or 
withhold his assent thereto. Instead of following 
either of these courses, the President may (if the Bill 
is not a M"ney Bill) direct• the Governor to return 
the Bill together with a message to the State Legis
lature for reconsideration. The State Legislature shall 
then reconsider the Bill with;n 6 months of its receipt 
and, if it is again passec1. it shall be presented again 
to the President for his considPration. Tn contrast 
with the nower of the Governor regarding a-re~onsi
dered Bill, it is nof"ohligatorv for the- President to 
give his assent to a reconsidered Bill. 

1
• Articles 200 end 201. 

2. Proviw to Art ide :'OJ. 
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5.1.05 State Bills reserved for President's consi
deration under the Constitution, may be classified as 
follows :-

I. Bills which must be reserved for President's consi
deration 
In this category come Bills-

(i) which so derogate from the powers of the 
High Court, as to endanger the position which 
that Court is by this Constitution designed 
to fill (Second Proviso to Article 200); 

[(ii) which relate to imposition of taxes on water 
or electricity in certain cases, and attract 
the provisions of Clause (2) of Article 288; 
and 

(iii) which fall within clause (4)(a)(ii) of Article 
360, during a Financial Emergency. 

II. Bills which may be reserved for President's 
consideration and assent for specific purposes 

(i) To secure immunitv from operation of Articles 
14 and 19. These are Bills for-

(a) acQuisition of estates, etc. (First Proviso to 
Article 31A(I)); 

(b). giving effect. to DirAect!v
1
e P

3
n
1

C)'nciples of State 
Policy (Proviso to rtic e . 

(ii) A Bill relating to a subjec! enum.erated i!l. the 
Concurrent List to ensure operation of Its prov1s1ons 
despite their rep~gnancy to a Union law or an existing 
Jaw, by securing President's assent in terms of Article 
254(2). 

(iii) Legislation imposin!' res~rictions o!l trade and 
commerce requiring Pres1den!Ial s~nctton. under 
the Proviso to Article 304(b) read with Article 255. 

Ill. Bills which may not specifically fall onder any 
of the above cateJ!ories, yet n,tay b~ reserved by _the 
Governor for President's consideration onder Article 
200. 

2 CRITI<TSMS ANP SVGGF.<Tir'NS BY STATE 
. GOVERNMENTS AND OTHJ:.RS 

5.2.01 Most State Governn;ent~. who have BJ?-
rised the C<>mmission of tretr vtews, are. not m 

favour of making any chan11e in the substantive P.ro· 
visions of Articles 200 and 2~~. Th~y are of th_eb v1e~ 
that the object of these prOVISIOns ts to .ensur~ r<>a 
uniformity of lejrislation and conforrntty Wit~ the 
C ftution Tris is crieflv r~~essary to 3Vl'lcl re

ons 
1 

10' Uni~n ·laws of Pills relatiny to IT'att~rs 
puynancv • d' t t... tr in the Concurrent List. A~cor lng . o '.'~m. ese 

• • 9 also act as a safetv-valve avatnst hasty 
f:~~!~l~n, and by their operation enable the State 



Government and Legislature to have a second look 
at it. It is added that even otherwise, situations are 
conceivable where the State Government may think 
it prudent to bring the Bill to the notice of the U •ion 
Government. Two of them have emphasised that the 
Governor (under Article 200) and the Union Govern
ment (under Article 201) should not exercise their 
discretion in an arbitrary manner. They recommend 
that guidelines for the exercise of such discretion 
should be laid down. One of them has stressed that 
the Union Government should not, by the use of its 
powers under Article 201, try to dictate its policies 
to the State Government, unless the proposed Bill 
goes against the national interest or the provisions 
of the Constitution. Several States in this group, 
expressly or imoliedlv. comnlain of delavs in the 
consideration of State Bills referred to the President. 
They have suggested the fixing of a time-limit for 
processing and securing President's orders on the 
reserved Bills. Some of them have given specific 
instances of such delays. · 
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5.2.02 A different view has been propounded 
by some State Governments. They Question the need ' 
for these provi~ions and ask for their deletion or 
substa'ltial moiific'ltion. It is argued that these 
provisions are subversive of the true federal principle. 
On this llfOUnd, one of them has suggested reformula
tion of these Articles to exclude the power of the 
Governor to res~rve ·a Bill relating to a matter in 
the State List ·and the President's power to veto such 
a Bill. Another 'State Government maintains that 
these provisions are 'basicallv incosistent with the 
suorem'lCV of the State Legislature, consisting of re
presentatives of the oeople in whom 'the sovereignty 
of the State vests'. Tt is ar!!Ued ·that • the power of 
referrin~ a State Bill "for President's consideration 
ooerates to subordinate -the State Legislature to 
the Union Executive. It is alleged that th.e power is 
not rein~ e11:ercised in conformity with the purpose 
and obiect of these provisions. There have been cases · 
where Governors have reserved 13ills contrary to the 
advice of the Council of Minist~rs. The legis
lative organ being indeoendent of the executive, the 
Constitution should be amended so that onlv the 
Union Le~slature-and not the Union Executive
may have Power to aPorove or disapprove a re· 
pu~ant State legislation in the Concurrent field. 
They have also asked for fi11:ing a time-limit in Article 
201 f0r comolet;ng -considP-ration of the reserved 
Bills by -the Pr~ident. A State Government has 
suggested modification of clause "(2) of Article 254 
and addition of another Proviso before the eltisting 
proviso to that clause. to the effect, that if the aPProval 
of the -President to the Rilns not received within the 
oeriod 'of one ·year· from the date of its receint it sha11'1 
be ·deemed to have been aooroved bv the President. 
Yet. anoth~r Stllte Govern'l!ent has-alleged thafpowers 
under Articles 200 and 201 are beinl!' misused to serve 
the partisan interests of the Union ·council of Minis
ters. It has cited a recent example of a Rill to amend 
the law "governine: a Universitv, reserved bv' 'the Gov
ernor in his discretion for the -consideration of the 
Pr~i<ie11t. lt has UTI!ed for deletion of these two 
Articles. Tn the alternative: it has sue:e:ested modi
fication of Article WO so as· to make it clear that, in 
the e'l{ercise of his functions under it. the Governor 
~hall. in all cases, ·act on the advir~ of hi~ Council 
of Mini!ten. It has al~o suggested providing of a 

time-limit of one month for the Governor to make up 
his mind for reservation of a Bill for President's consi
deration, and six months for consideration of such 
Bills at the level of the Union Executive. Another 
change suggested is that, if a reconsidered Bill is 
presented again to the President, the latter shall not 
withhold assent therefrom. Thus, the power of the 
President in the case of reconsidered Bills is sought 
to be curtailed and made the same as that of the Gov
ernor. Another State Government has argued that, 
if this power is exercised otherwise than on the advice 
of the State Council of Ministers, it involves a major 
effective constraint on the States' legislative autonomy. 
It has therefore suggested that the existing Second 
Proviso to Article 200 be replaced to provide that the 
Governor shall exercise his functions under Article 
200 in accordance with the advice of the State Council 
of Ministers. 

5.2.03 One all-India Party complains that Bills 
have been reserved for consideration of the President 
in order to create difficulties for the State Govern
ments. To prevent this alleged misuse, it suggests 
that Article 200 should be so amended as to ensure 
that when a Bill relating to a subject in the State List, 
is presented to the Governor he shall not withhold 
assent therefrom or reserve it for consideration of 
the President. In their view, a time-limit of 3 months 
for consideration and orders of the President on a 
reserved Bill relating to a matter in the Concurrent 
List, should be prescribed. 

5.2.04 Another all-India Party bas proposed that 
these provisions be em~nded to ensure that in re
serving a Bill passed by the State Legislature, the 
Governor acts strictly on the advice of his Council 
of Ministers. It should be further provided, through 
a constitutional amendment, that the President shall 
complete consideration of the Bill within three months. 

5.2.05 A third all-India Party has propounded 
the view that no Bill excepting a Bill falling within 
the purview of the second proviso to Article 200, 
should be reserved by the Governor for the considera
tion of the President. To ensure this, it has sugj!ested 
that Article 200 should be suitably amended. If the 
Bill appears to violate the Constitution, then that is 
a matter to be left to the Judiciary and not to the 
political judgement or prejudices of the Union 
Government. The power of the President to veto a 
Bill (on this ground) should be taken away by repeal 
of Article 201. In the alternative, they have asked 
for prescribing a time-limit for consideration of the 
reserved Bills by the President. 

5.2.06 Another suggestion in regard to Bills 
which mav appear to be unconstitutional, is that they 
may be referred to the Supreme Court by the President 
under Article 143 for its opinion. 

5.2.07 One of the State Governments, which is 
of the view that the Governor should act in accordance 
with the advice of the Council of Ministers in seeking 
President's a""ent to State Bills, has observed that 
a Council of Ministers mav not advise the Govemor 
to reserve a Rill for President's assent under Article 
254(2) or the First Proviso to Article 31A or the Pro
viso to Article 31 C if they do not mind foregoing the 



special protection for the validity of the particular 
legislation under the said Articles. They further 
consider that the President should be guided by the 
advice of the Inter-State Council and not that of the 
Union Council of Ministers in respect of Bills reserved 
under Article 31A or 31C. 

3. ISSUES FOR CONSIDERATION 

5.3.01 Thus, the main issues that require consi
deration are :-

(a) Whether the provisions of Articles 200 anC: 
201 are subversive of the federal principle and 
the supremacy of the State Legislature in tne 
,field demarcated for it by the Constitution, 
and should therefore be deleted, or materially 
modified. 

(b) Whether the Governor has to exercise his 
functions under Article 200, in all cases, in 
accordance with the advice of his Council 
of Ministers or whether, in some exceptional 
circumstances, he can act in the exercise of 
his discretion. And, whether it is feasible, and 
desirable to Jay down gwdelines to regulate 
the exercise of this discretion. 

(c) Whether there have been delays in the process 
of securing orders of the President on the 
reserved Bills. If so, what measures, including 
fixation of time-limits, are necessary to mini
mise such delays. 

4. LEGISLATIVE HISTORY OF ARTICLES 200, 
201 AND 254 

5.4.01 For appreciating these issues in the proper 
perspective, it is necessary to have a short look 
at the historical background of these provisions. 
Article 200 uses the phraseology of Section 75 of the 
Government of India Act, 1935 but makes two main 
departures from it :-

(a) 

(b) 

It omits the words 'in his discretion'. 

It adds at the end of the first proviso, the words 
'and if the Bill is passed again by the House or 
Houses with or without amendment and 
presented to the Governor for assent, the 
Governor shall not withhold assent therefrom'. 

In order to gauge the significance and effect of these 
departures, we must hark back to the Constitution
makers. 

5.4.02 The provisions which finally emerged from 
the Constituent Assembly as Articles 200 and 201, 
were, to start with, in the form of Clauses 147 and 
148 of the Draft Constitution prepared by the Consti
tutional Adviser. These were renumbered by the 
Drafting Committee as Articles 175 and 176, 
respectively. The first paragraph of the Draft Article 
175 was substantially similar to that of the present 
Article 200. Thereunder, the Governor could assent 

- to the Bill or withhold assent therefrom or reserve 
it for the consideration of the President. The proviso 
to this Draft Article provided that In the case or a 
Bill paned by a State Legislature having only one 
Hous•, the Governor may in his discretion return the 

145 

Bill with a message for reconsideration to it but he 
shall not withhold his assent from a Bill which had 
been passed again by the Legislature with or without 
amenament. lt is noteworthy that in discharging his 
funcuons under this proviso, the Governor was 
expressly authorised to act in the exercise of his 
discreuon. The Second Proviso to Article 200 was not 
originally there in the Draft Article. It was added• 
by the Constituent Assembly at the final stage of 
the discussions. 

5.4.03 Draft Article 176 was in pari materia with 
the present Article 201. 

5.4.04 We have noticed in the Chapter on the 
'Role of the Governor'' that, after prolonged consi• 
deration, the Constituent Assembly decided to have 
nominated, instead of elected, Governors. Consequent 
upon this decision, they deleted• from the various 
provisions of the Constitution, including the Draft 
Article 175, all references to the discretionary powers 
of the Governor. However, the Constituent Assembly 
did not exclude the reference to the discretionary 
power of the Governor from the Draft Article 143 

~oo.(later renwnbered as Article 163 of the Constitution). 

5.4.05 Some members of the Constituent Assemb· 
ly8 suggested to the Drafting Committee that the 
words which would enable the Governor to withhold 
assent from a Bill or reserve it for the consideration of 
the President or return the Bill for reconsideration, 
should be deleted from the Draft Article 17 5. The 
implication' of a further suggestion which one of 
the Memb.:rs made, was that the President should 
not have the power under Draft Article 176 to with· 
hold assent from a Bill reserved by the Governor for 
his consideration where such Bill having been re
turned to the State Legislature with a message for 
reconsideration in pursuance of directions of the 
President under that Article, was passed again with 
or without amendment. 

5.4.06 In the context of these objections, the 
Constitutional Adviser submitted a Note to the Draft
ing Committee explaining the need for these provisions 
and the manner in which the functions conferred 
thereunder would be exercised by the Governor. The 
Note reads as follows : 

"Under Article 175, the power of the Governor 
to declare that he assents to the Bill or that he 
withholds assent therefrom or that he reserves 
the Bill for the consideration of the President 
will be exercised by him on the advice of his 
Ministers. Accordingly, there will be hardly any 
occasion to withhold assent from a Bill which has 
been passed by t~e. Legislature. :r~ere i~ therefore 
no harm in retaimng the provision with regard 
to the withholding of assent from a Bill in this 
article. There may be cases where it might be 

3. Constituent Assembly Debates (Revised Edition), Volume 
X, pages 392 to 394. 

4. "Role of the Governor", Chapter No. IV, Para 4.2.06. 
s. Constituent Assembly Debates (Revised Edition), Vol. 

IX, Pages 41 to 42 and 59 to 62. 
6. Rao B· Shiva, "The Framing of India's Constitution

Select Documenta," Vol. IV, Paae 12S. 
1. llao B· Siva, ''The Framina of India's Con!ltltutlm.

Solect Documents," Vol. IV, Pap 129. 



necessary for the Governor to exercise the powe1 
of withholding assent even on the advice of the 
Ministers. lf alter a Bill is passed by the Legislature, 
the Mtrusters resign before the Btll is assented to 
by the Governor, the new Ministry which would 
be formed Dllght not want the Bill to be enacted 
and lnight advtse the Governor to withhold assent 
from the Bill. But if the provision relating to the 
withholding of assent is olnitted from this article, 
it will not be possible for the Governor to with
hold it. There is thus a distinct advantage in re
taining the provision relating to the withholding 
of assent in this Article. 

The provision regarding reservation of a Bill 
for the consideration of the President is also ne
cessary in view of the provisions contained in 
clause (2) of Article 231."8 

For' the reasons given by the Constitutional 
Adviser in his notes, including the one reproduced 
above, the suggestions of these Memb~rs for deletion 
of tb.e clauses m question could not be accepted. 

5.4.07 A suggestion was made by some members 
for deletion of clause (2) of the Draft Article 231 
(corresponding to clause (2) of Article 254 of the 
Constttutwn). The Drafting Committee rejected it 
for reasons noted by them, as follows :-
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"If this amendment is accepted, then the Legisla
tures of the States will hardly have any power 
to make laws with respect to any matter enu
merated in the Concurrent List with regard to 
which any provision exists in any earlier law made 
by Parliament or in any existing law with respect 
to that matter, as the expression "repugnant" 
has sometimes been construed very widely. This 
would unduly restrict the powers of the Legislatures 
of the States to make laws with respect to matters 
in the Concurrent List. " 1• 

5.4.08 The above survey of the Constitution
making process brings out clearly that the Governor 
should, as a rule, exercise his functions under Article 
200 on the advice of his Council of Ministers. By 
saying that "there will be hardly any occasion' 
for the Governor to exercise these powers irrespective 
of the advice of his Ministers, the Constitution-makers 
were emphasising that in the context of Article 200, 
occasions for the exercise of his discretionary power 
by the Governor would. be extremely rare. The pro
cess of excluswn and mcluswn by which they fa
shioned and finalised the provisions of Article 200, 
reinforces this conclusion. Deliberately departing 
from the language of Section 75 of the Government 
of India Act, 1935, they olnitted from the substantive 
part and the First Proviso of Article 200, the phrase 
"in his discretion" and added at the end of the First 
Proviso, words which expressly divest the Governor 
of the power to veto a reconsidered Bill whether pas
sed in the original or amended form. 

8. Rao B. Shiva, "The Framing of India's Constitution
Select Documents" Volume IV, Page 125. 

9. Rao B. Shiva, '"The Framing of India's Constitunon
Select Documents". Vol. IV, Pages 125 to 129. 

10. R w B. Shiva, "Tbe Framing of India's Constitution
Solect Documents", Vol. IV, Page 264. 

Utility and purpose of reservation onder Articles 200 
and 254 

5.4.09 It was further clarified by the Constitu
tion-makers that the power of reserving Bills for the 
consideration of the President coruerred by the Article 
was a necessary channel for relerences under Artie!~ 
254(2) to save the competence of the State Legislatures 
from being unduly restricted by the operation of the 
rule of repugnancy (mbodied in clause (1) of that 
Article. The point sought to be made out was that 
since the power of reserving a Bill for President's 
consideration under Article 200 read with Article 
254(2) was being conferred primarily for preserving 
the States' legislative competence in the Concurrent 
sphere, it would be exerctsed by the Governor on 
the advice of his Ministers. 

5. AMENDMENT OF ARTICLES 
200 AND 201 NOT NECESSARY 

5.5.01 We will now cJusider the demand for the 
deletion of those clauses from Articles 200 and 201 
which enable the Union Executive to control the 
eXercise of the legislative pGwer of the States. It is 
argued that these provisions are subversive of the 
federal principle and the supremacy of the State 
~gislatures. in their demarcated sphere. The prin
ctple of Umon supremacy m the legislative sphere 
which underlies Articles 246(1) and 254(1) is recog
,msed br most consututwns which are adlnittedly 
Federal . In the United States of America this 

principle is called the11 'key-stone of the arch of 
Federal power'. Our Constitution is not cast in a 
tight mould. It is sui generis. It harnesses the 
federal principle to the needs of a "Strong Centre". 
The vanous proviSions of the Constitution which 
require Stat.: Bills relating to certain matters to be 
referred to the President for consideration or assent 
are a part and parcel of this scheme of checks and 
balances adopted by our Constitution. 

5.5.02 The Constitution-makers noted that 
Articles 200 and: 201 are also necessary in view of 
clause (2) of Article 254. This needs a little ampli
fi~tion. Matters enumerated in the Concurrent 
List are of common mterest to the Union and the 
St~tes. _On t~e basic aspects of such matters legis
lative uniformity throughout the country is desirable 
However, if Parliament occupies the field of a Con: 
current subject, the powe~ of t~e State Legislature to 
ena.ct a law ?n th.tt .subject, 10 variance with the 
Unton law, IS practically taken away. This result 
is broughtapout by the<;>peration of the rule of 
repugnancy contamded 1n clause (I) of Article 254. 
J;~onetheless, peculiar con~itions, problems and prac
tices relatmg to that subject in a State may need 
regul!ltion~ and remedies quite different r:om the one 
provtded m the Unwn law. In such a situation a 
le~slation of the State Legislature making provisi~ns 
sutted to the peculiar conditwus in the State though 
inconsistent with the Union law, can be sa;ed from 
invalidation on the ground of repugnancy, if, having 
been reserved by the Governor for President's con
sideration, it receives his assent. Thus Articles 
200 and 201 provide a necessary channe'I through 

Jl. Schwartz Bernard, Consiitutional Law- A Textbook. 
(Second Edition). 1979, Page 48. 



which clause (2) of Article 254 operates to save the 
powers of the State Legislatures from being unduly 
abridged by the rule of repuguancy. 

5.5.03 Sometimes, after a Bill is passed by the 
State Legislature, the Ministers resign before the 
Bill is assented to by the Governor and the new 
Ministry may not want the Bill to be enacted, and 
may advise the Governor to withhold assent there
from. Cases are also conceivable whereunder popular 
pressure a State Legislature rushes through a Bill 
without fully considering its implications. Soon 
after it has been passed by the Legislature, the Council 
of Ministers, on second thought, may themselves 
discover defects in the Bill and decide that it should 
be further considered. In such a situation, Articles 
200 and 201 afford them a way to get out of the 
predicament. They may advise the Governor to 
withhold assent from the Bill or return it for recon
sideration of the Legislature or reserve it for the 
consideration of the President. 

5.5.04 The chief utility of the provisions in 
Articles 200 and 201 for reservation of State Bills 
for the consideration of the President, lies in the 
fact that they help ensure uniformity and harmony in 
the exercise of the legislativ~ power of the Union and 
State Legislatures with respect to the basic aspects 
of a matter in the Concurrent List. 

5.5.05 There are other provisions also in the Con
stitution which require reservation for President's 
consideration of certain kind of Bills, These have 
been classified in para 5.1.05 above. For reserva
tion of such Bills also, Article 200 is a necessary 
channel. 

5.5.06 One of the State Governments who have 
objected to these provisions, has suggested that 
through suitable amendments of the Articles con
cerned, the power of control over State legislation 
should be withdrawn from the Union Executive, and 
instead, given to Parliament. In our Parliamentary 
system of government, the Union Council of Minis
ters remain in office so loug as they command the 
confidence of Parliament. In practice, the fate of a 
Union Bill or measure depends on whether the Union 
Ministers support or oppose it. Therefore, this 
suggestion, if accepted, will, for all practical purposes, 
hardly make any difference. Rather, it will make the 
working of the provisions more cumbersome and 
dilatory. 

5.5.07 We will now consider the suggestion that 
the existing Second Proviso to Article 200 be deleted 
and replaced by a Proviso making it obligatory for 
the Governor to exercise his functions in accordance 
with the advise of his Council of Ministers. This 
Proviso, as it stands, requires more as a matter of 
obligation rather than of discretion, that the Governor 
shall reserve a State Bill which, in his opinion, if it 
became law, would so derogate from the powers of 
the High Court as to endanger the position which 
it is designed to fill by the Constitution. Needless 
to emphasise that for the proper functioning of a two
tier democratic system, governed by rule of law, as 
envisaged by the Constitution, an independent judi
ciary is an integral and indispensable part of the 
Constitutional edifice. 
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5.5.08 For all these reasons, we do not support 
the proposals for deletion or amendment of Articles 
200 and 201 of the Constitution. 

6. SCOPE OF GOVERNOR'S DISCRETION 
UNDER ARTICLE 20fl 

5.6.01 The next important question is whether 
the Governor has any discretion in discharging his 
functions under the substantive part of Article 200. 
If so, in what cirumstances can he act in the exercise 
of his discretion irrespective of the advice of his 
Ministers 1 Can any norms or guidelines be laid down 
in this matter? 

5.6.02 There is some divergence of opinion on 
this point. One view is that the powers vested in the 
Governor under Article 200 are discretionary powers. 
Its protagonists maintain that on each occasion when 
a Bill is presented to the Governor for assent it 
will be for him to decide whether as part of the Legis
lature he should or should not assent to it and, if he 
feels some. doubt about the validity or propriety of 
any provtston of the Btll, he may ask the Legislature 
to reconsider the whole or any part of it; and, if he 
thinks that the matter is of some importance, he may 
in his discretion, reserve it for the consideration of 
the President.. The other view is that excepting in 
the case of Btlls fdlltng under the Second .Proviso 
the Governor has no discretion in the performanc~ 
of his functions under Article 200. 

5.6.03 The first view is too wide and general. 
Such a broad construction of the discretionary powers 
of the Governor would be repugnant to the Parlia
mentary system of government envisaged by the 
Constitution. This view stands impliedly disappro
ved by the dictum of theSupremeCourtin Samsiler 
Singh's case, (AIR 1974 SC 2912). It was held there in 
that the Governor in our Constitution enjoys the status 
of a Constitutional head ina Cabinet type of Govern
ment-a few exceptions and marginal reservations 
apart. In the context of Article 200, only the Second 
Proviso of the Article was cited as an illustration of 
such an exception (Para 54, of the judgement). 

5.6.04 Article 163(1) of the Constitution enjoins 
that, normally, in the discharge of his functions, the 
Governor has to abide by the advice of his Council 
of Ministers, "except in so far as he is by or under 
this Constitution required to exercise his functions 
or any of them in his discretion". The words "by 
oi under" restrict the scope of the discretionary 
power of the Governor. The emphasise that the 
Governor may exercise his discretion only where he 
is 'required' expressly or by necessary implication by 
the Constitution to act in the exercise of his discre
tion. 

Article 200 does not confer a general discretion on 
Governor 

5.6.05 We have already noticed while reviewing 
the proceedings of the Constitution-framing process, 
that the Note of the Drafting Committee read in the 
light of the circumstances, viz. (i) the omission from 
the Draft Article 175 of any express reference to the . 
discretionary power of the Governor, and (ii) the 
addition at the end of the (First) Proviso, worda 



tlat prohibit the Governor from withholding assent 
to a reconsidered Bill,--emphasise the extremely limi
ted scope for the Governor's discretionary power 
under Article 200. 

5.6.06 We are of the opinion that Article 200 
does not invest the Governor, expressly or by neces
sary implication, with a general discretion in the 
performance of his functions thereunder, including 
reservation of a Bill for the consideration of the 
President. 

5.6.07 We now consider the view that in exer· 
cising his functions under Article 200 (save under 
its Second Proviso) the Governor has absolutely 
no discretion, but must abide by the advice of his 
Ministers under aU circumstances. It appears to 
proceed on an extermely restricted interpretation of 
the Note of the Drafting Committee (extracted in 
Para 5.4.06 above). Evidently, it has construed 
literally the words "there will hardly be any occasion 
for the Governor", in this Note as conveying that 
"there will absolutely be no occasion" for the Go vet· 
nor to exercise his discretion. Firstly, it is to be noted 
that these words were used in the context of the 
Governor's power "to withhold assent from a Bill 
which has been passed by the State Legislature". 
Secondly, this Note cannot be read in isolation from 
that part of the Draft Article 143 (corresponding to 
the present Article 163(2)] whereunder the question 
whether any matter is such as respects which the 
Governor is by or under the Constitution required to 
act in his discretion, is to be determined by the 
Governor himself in his discretion and his decision 
on that- question shall be final. 

Discretionary power for resenation under Article 
200 may be exercised only in rare cases 

5.6.08 Unconstitutionality of a Bill may arise on 
various grounds. The Bill may ex-facie relate to 
a matter in List I and not in List II or List III 
and, as such, may be beyond the legislative compe
tence of the State Legislature. The provisions of the 
Bill may clearly violate Fundamental Rights or 
transgress other constitutional limitations. The 
provisions of the Bill may manifestly derogate from 
the scheme and frame-work of the Constitution so 
as to endanger the sovereignty, unity and integrity 
of the nation. 

5.6.09 In all cases of patent unconstitutionality, 
the Governor may-in the exercise of his discretion, 
reserve it for the consideration of the President. 
Save in such eXceptional cases, the Governor must 
in the discharge of his functions under Article 200, 
abide by the advice of his Ministers. He should not 
act contrary to their advice merely because he per
sonally does not like the policy embodied in the 
Bill. 

Exhaustive guidelines neither feasible nor 
Desirable 

5.6.10 We have noted in the Chapter on Gover
nor that it is neitherta possible to lay down exhaus
tive guidelines, nor desirable to imprison the dis
cretionary powers of the Governor within the strait
jacket or rigid norms. The point that needs to be 

12. Cltapter rv, "Role of tho Governor", para 4.1 5.06. 
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re-emphasised is that the Governor should act in his 
discretion only in rare and exceptional cases of the 
kind mentioned above, where he is <lompelled by 
the dictates of good conscience and duty to upho!d 
the Constitution. In so acting, he should bear 10 
mind that the Constitution is founded on the funda
mental principles of Parliamentary democracy and 
division of powers. In an overwhelming area of his 
functions, the Governor can best defend and uphold 
the Constitution "not by denying its spiritual essence 
of Cabinet responsibility but by accepting as his 
Constitutional function what his 'responsible' Minis
ters have decided".13 

A.R.C.'s View 

5.6.11 The Administrative Reforms Commission 
(Study Team) observed" that, if the Provisions of 
Article 200 are given a very wide interpretation, it 
would lead to a large number of Bills being reserved 
for the consideration of the President, contrary to 
the federal spirit of the Constitution. They also 
pointed out that this Article must be interpreted as 
enabling Presidential intervention only in special 
circumstances, such as those in which there is a clear 
violation of fundamental rights or a patent uncon• 
stitutionality on some other ground or where the 
legitimate interests of another State or its people are 
affected. It futther observed that this article also 
provides an opportunity for Presidential intervention 
in the event of a clash with a union law. 

5.6.12 We are in agreement with the above obser• 
vations. These observations are applicable, as far as 
may be, to the consideration by the President (i.e. the 
Union Executive) of the Bills reserved by the Governor 
in the exercise of his discretion under Article 200, 

5.6.13 We are, therefore, of the view that : 

(i) Normally, in the discharge of the functions 
under Article 200, the Governor must abide by 
the advice of his Council of Ministers. How
ever, in rare and exceptional cases, he may act 
in the exercise of his discretion, where he is of 
opinion that the provisions of the Bill are 
patently unconstitutional, such as, where the 
subject-matter of the Bill is ex-facie beyond the 
legislative competence of the State Legislature, 
or where its provisions manifestly derogate from 
the scheme and framework of the Constitution 
so as to endanger the sovereignty, unity and 
integrity of the nation; or clearly violate Funda
mental Rights or transgress other constitutional 
limitations and provisions. 

(ii) In dealing with a State Bill presented to him 
under Article 200, the Governor should not act 
contrary to the advice of his Council of Mini- . 
sters merely because, personally, he does not 
like the policy embodied in the Bill. 

7. ARTICLE 254 

5.7.01 We now consider some other provisions 
which require or necessitate reservation of certain 
kinds of Bills for assent or consideration of the 

!3. Samsher Singh V. State of PUI\iab (V.R.K. Iycr, J., 
Para 117). AIR 1974, s.c. 2192. 

14. A.R.C.'s Study TN.m Report 011 C011tre-~!Afe Relation
ships, Volume I, Paae 277. 



Presi~ent, . The n;tost important of such provisions is 
contat~ed m Arttcle 254(2). Our survey shows that 
approxtmately, 75 per cent of the total number of Bills 
r~served by the Governors for President's considera
tion, relate to matters in the Concurrent List. They 
were p~rportedly reserved under Article 254 (2) on 
the advtce of the Council of Ministers. It is, therefore 
necessary to examine the provisions of Article 254. ' 

5.7.02 Clause (I) of Article 254 lays down that a 
valid law of the Union, with respect to a matter in 
the Concurrent List, shall prevail over a valid law of 
the State with respect to the same matter, to the 
extend of repugnancy. Clause (2) of the Article is an 
exception to this rule. It provides : 

"~ere a law made by the Legislature of a State 
Wtth respect to· one of the matters enumerated in 
the Concurrent List, contains any provision re
pugnant to the provisions of an earlier law made 
by Parliament or an existing law with respect to 
that matter, then, the law so made by the Legisla
ture of such State shall, if it has been reserved for 
the consideration of the President and has received 
his assent, prevail in that State : 

Provided that nothing in this clause shall prevent 
Parliament from enacting at any time any law 
with respect to the same matter including a law 
adding to, amending, varying or repealing the law 
so made by the Legislature of the State." 

5.7.03 Resort to clause (2) is necessitated in the 
case of those legislations only which are affected by 
the operation of the rule of repugnancy contained in 
clause (1). Clause (1) applies only where the Union 
and the State Legislatures acting in the exercise of 
their powers, have passed mutually inconsistent law 
with respect to the same matter in the Concurrent 
List. If there is no Union Law or an existing law with 
respect to a Concurrent subject to which the State 
Law relates, this clause does not become operative. 
In such a situation the State legislation upon that 
Concurrent subject will prevail proprio vigore and 
the question of reserving it for consideration and 
assent of the President under clause (2) of the Article 
does not arise. 

5.7.04 Further, Article 254 is not attracted if the 
State law in its pith and substance relates to a subject 
in List II, notwithstanding the fact that it incidentally 
trenches upon an Entry in the Concurrent List. 

Scope of Article 254 (2) 

5.7.05 In sum, clause (2) of Article 254 is appli
cable only where these two conditions are cumula
tively satisfied : 

(a) There is a valid Union law or an existing law on 
the same subject-matter occupying the same 
field in the Concurrent List to which the State 
legislation relates. 

(b) The State legislation is repugnant to the Union 
law. That is to say, 

(i) there is direct conflict between the provi
sions of the two laws, or 

(ii) the Union law is intended to be an exhaus
tive code on the Concurrent List subject, 
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If either of these conditions is not satisfied, tho reser
vation of the Bill for Presidential consideration, will 
fall outside the scope of Article 254(2). The Union 
cannot, in terms of the Constitution, require that all 
Bills on Concurrent List subjects passed by the State 
Legislatures, be referred for the consideration of the 
President. Even in cases where the reference is made 
in pursuance of Article 254(2), it is necessary that tho 
reference should clearly identify the repugnant provi
sions of the State legislation with respect to which the 
assent of the President is sought. 

Article 254(1) was conceived to save States' Legisla
tive Competence under list ill 

5. 7.06 The provisions of Article 254(2) have been 
conceived to save the power of the State Legislatures 
to make laws with respect to matters in the Concur
rent List from being unnecessarily supeseded by tho 
operation of the rule of repugnancy. It is, therefore, 
reasonable to assume that the Council of Ministers 
would themselves advise the Governor to reserve a 
Bill under this Article if any of its provisions are re
pugnant to a Union law or an existing law and that 
the Governor would invariably act according to such 
advice. Indeed, the survey made by us, confirms this 
position. 

5.7.07 President's assent to a State Bill has been 
withheld on certain occasions on the ground that the 
Union is contemplating a more comprehensive legi
slation with respect to that subject. If the contempla
ted legislation is not already on the anvil of Parlia
ment, this may be misconstrued by the State Govern
ment concerned as an excuse to delay or defeat its 
measure. If the State Government thinks that the 
measure is one of urgency and insists on an early order 
of the President on its Bill, and the Bill does not 
suffer from any patent unconstitutionality, it will 
perhaps be better for the Union Government to secure 
the President's assent to the Bill rather than allow it 
to drift indefinitely till the Union in its own time 
considers and enacts a law. No irremediable harm 
will be done if the President in order to avoid undue 
delay accords assent to such Bills. President's assent 
does not confer irrevocable immunity on the State 
Legislation from the operation of the rule of repug
nancy. Parliament has always the power to amend, 
vary or repeal such a State law either directly, or 
indirectly by passing a subsequent law inconsistent 
therewith. This position is clear from a plain reading 
of the Proviso to Article 254(2). 

5.7.08 We recommend that President's assent 
should not be ordinarily withheld on the ground that 
the Union is contemplating a comprehensive law in 
future on the same subject, and no irremediable harm 
will be done if President's assent is accorded to avoid 
undue delay. 

5.7.09 As regards the suggestion that President's 
approval should be deemed to have been received if 
the same is not formally given within a period of one 
year from the date of receipt of the Bill, we consider 
that our suggestions for time-limits as contained in 
paragraph 5.16.03 hereinafter and the recommendation 
in paragraph 5.7.08 to the effect that no irremediable 
harm will be done if President's assent is accorded 
to avoid undue delay, will ensure that no cue of a 



Bill pertaining to a Concurrent List subject will be 
delaved. We do not, therefore, consider that any 
amendment to Article 254 in this context is called 
for. 

8. ARTICLES 31A AND 31C 

5.8.01 Article 31A(l) provides that any law in 
regard to acquisition of estates, etc. shall not be deemed 
to be void on the l!l"Ound that it is inconsistent with 
or takes awav or abridges any of the rights conferred 
by Article 14 or 19. A State BHl under this Article 
acquires this immunitv onlv if it had been reserved 
for con~ideration of the President and received his 
as.~t (First Proviso). The First Proviso to Article 
31 A has been criticised on the IITOund that it makes 
an invidious distinction between the laws of the Union 
and those of the States. 

5.8.02 The Proviso enables the Union Executive 
to control and oversee the exercise of the power of 
the State Le!rislatures in making laws with rPspect 
to anv of the matters and purposes soecified in Article 
31A(I). The neces.~itv for providing this check is 
obvious. The operative part of clause (I) of this Arti
cle enables the Union and the State Legislature to 
take awav Fundamental Rights !!1Jaranteed under 
Articles 14 and 19 by passing a law, within their compe
tence, falling under any of the categories soecified in 
its sub-clauses (a), (b), (c), (d) and (e). A law of this 
kind renders inoperative a wide spectrum of Funda· 
mental Rights guaranteed under Articles 14 and 19. 
It is, therefore, necessary"to have a look at•these Arti-
cles. ' 

5.8.03 Article 14 enjoins upon the State not to 
deny any person equality before the law or the equal 
protection of the laws within the territory of India. 
'Equal protection' within the contemplation of this 
Article means right to equal treatment in similar 
circumstances both with resoect to rights and privi
leges conferred and •liabilities ~imposed. Article 
19(1) guarantees to all citizens the right : 

(a) to freedom of speech and expression; 
(b) to assemble peaceably and without arms; 
(c) to form associations or unions; 
(d) to move freely throughout the territory of 

India; 
(e) to reside and settle in an~ part of the territory 

of India: and 
• * * * * 

(g) to practise any profession, or to carry on any 
occupation, trade or business. 

5.8.04 It is noteworthy that the protection of the 
guarantees in Articles 14 and 19 ~xtends to all persons 
or .citizens throughout the temtory of India. In 
Principle, therefore, if these rights are to be curtailed 
bv certain tvpes of laws. then there should be a degree 
of uniformity both with regard to the extend of the 
curtailment and the purpose for which this is done. 
The Provisio in question enables the Union to ensure 
such uniformitv, in principle. We are, therefore, not 
persuaded that there is anv invidious distinction bet
ween the laws made by Parliament or those made by 
a State Legislature. Indeed, u explained above, this 
Proviso is "!necessary. 
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5.8.05 Taken together, the Fundamental Rights 
conferred under Articles 14 and 19 constitute a sub
stantial part of all such rights guaranteed in Part TJI 
of the Constitution. The operation of Article 31 A(l) 
has a constricting effect on Articles 13, 32 and 226 
also. In result, this whittles down the scope of judicial 
review on the l!l"ounds of Articles 14 and 19. This 
loss of judicial review has, to some extent, been com
pensated in another form by the Proviso which ena
bles the Union Ex•cutive to ensure-(i) that its le!risla
tive power has not been exercised by a State for a 
purpose extraneous or collateral to the purposes 
snecified in the sub-clauses of Article 31A(I); and 
(ii) that the legislation in question does not operate 
to abridge the Fundamental Rights under Articles 
14 and 19 more than what is genuinely necessary for 
protection of the legislation. 

Object of Article 31A(l) First Proviso 

5.8.06 Properly invoked, Article 3IA(I) operates 
as a very beneficent instrument for protection of 
agrarian reforms and social welfare legislations against 
frustrating litigation. Nonetheless, its potential for 
harm to or subv.,rsion of the constitutional svstem 
through misuse of f.,gislative power cannot be under
estimated. Article 355 imposes on the Union a duty 
inter alia to ensure that the government of every 
State is carried on in-accordance with the provisions 
of the Constitution. If the State legislation bv reason 
of its unduly excessive and indiscriminate abridging 
~ffect on Fundamental Ri.ghts, or otherwise, clearly 
iends to subvert the constitutional svstem of the State, 
the Union Government mav, consistently with this 
obligation, advise the President to withhold assent 
to the Bill and thus prevent it from taking legal effect. 

Article 31C Proviso 

5.8.07 The same criticism has been levelled 
against the Proviso to Article 31 C. For the same 
reasons which we have given in the preceding para
graphs, it is not possible to subscribe to the suggestion 
for its deletion. 

9. ARTICLES 304 AND 288 

5.9.01 Two State Governments have asked for the 
deletion of the Proviso to Article 304(b). The Proviso 
requires that no Bill or amendm•nt for the purpose 
of imposing reascnable restrictions on freedom of 
trade, commerce or intercourse with or within a 
State as may be requir~d in the public interest, shall 
be introduced or moved in the legislature of a State 
without the previous sanction of the President. In 
the absence of such prior sanction, the defect can be 
cured in terms of Article 255 if assent to the legisla
tion is obtained subsequentlY by making a reference 
through the Governor. It has been argued by one 
of the State Governments that. as there is already a 
built-in restraint on the State Government, viz. that 
the restrictions contemplated in the Bill should be 
'reasonable' and 'in the public interest', the Proviso 
imposes an unjustifiable constraint on the legislative 
autonnmy of the States. 

5.9.02 We have dealt with this issue in the Chapter 
on 'Legislative Rel~tions•u and need not repeat all 
that we have said there. Parliament's responsibility 

tS. Chapter D, Paras 2.40.o! to 2.40.08. 



for imp.>sition of restrictions on freedom of trade, 
c:>mmerce or intercourse extends both to inter-State 
and intra-State trade. Suffice it to say that the Proviso 
enables the Union Government to ensure that the 
econ:>mic and social unity is n~t disrupted and the 
freed~moftrade, comm~rceand intercourse through
out the territory of India is not hampered through 
the parochial use of its legislative p.>wer by a State. 

5.9.03 A Bill imp.>sing or authorising the imposi
tion of a tax in respect of any water or electricity 
stored, generated, consum~d, distributed or sold by 
any authority, established by any existing law or a 
law made by Parliament for regulating or developing 
any inter-State river or river-valley, must be reserved 
for President's consideration and assent to ensure its 
validity and effect [Article 288(2)]. No specific criti
cism has been levelled by any State Government 
against this provision. 

10. SCOPE OF UNION EXECUTIVE'S DISCRE
TION UNDER ARTICLE 201 

5.10.01 An incidental question-but no less im
portant that remains for consideration is about the 
scope and manner in which the President (in effect, 
the Union Council of Ministers) should exercise this 
power with respect to a State Bill. Most authorities 
are agreed that once a Bill is reserved for the considera
tion and assent of the President, the Union Executive 
entitled to examine it from all angles such as, whether 
is it is in conformity with the legislative policy and pro
visions of any Union law, whether it is in harmony 
with the scheme and provisions of the Constitution, 
whether it is ultra vires any existing Union regulation, 
whether wocedural safeguards are provided for the 
aggrieved party, etc. A study of the information avail
ble to us shows that the Union Executive also examines 
a State Bill from the point whether or not it conforms 
with the policy of the Union Government. 

Scope of Union's Power under Article 201 to withhold 
Assent on Ground of Non-Conformity with its Policy 

5.10.02 While we agree that the scrutiny by the 
Union Government need not be confined to the 
general co!lsti.tutionality. <?f the Bill or .conformi!J 
with constttuttonal proviSions under whtch the Btll 
has been reserved, we would sound a note of caution 
that non-conformity of a State Bill to the policy of 
the Union Government is not always a safe ground for 
withholding Presidentialassentfrom it. In this connec
tion it is necessary to b~ar in mind the general princi
ples that underlie the division of legislative p~wers 
between the Union and the States with reference to 
Lists I II and III of the Seventh Schedule. All matters 
in the' Concurrent List are manifestly of common 
interest to the Union and the States. The supervisory 
p.>wers conferred on the Union under Articles 201 
and 254(2) enable it to secure a broad unifor?JitY i~ the 
main principlesofthelawson Concurrent Ltstsubjects 
throughout the country. 

5.10.03 From a functional angle, all matters in 
List II cannot be said to be exclusively of State or 
local concern. Several Entries in List II are either 
expressly subject to certain entries in List I or over!aP 
to some extent matters in List I or List III. Secunng 
uniformity and coordinating policy on the basic 
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asp~cts of such mitters in List I£, hlVing an inter
face with thJse in List I, cann.>t b! extraneous to the 
functions exercised by the President in considering 
State Bills, under Article 201. 

5.10.04 Articles 31A(l), 31C, 288(2), and 304(b) 
provide for reservation of certain types of State Bills 
for the consideration and assent of the President. 
These provisions, read with Article 201, enable the 
Union Executive to ensure, on the basic aspects of 
these special matters, a certain degree of uniformity 
in the interests of the social and economic unity of 
the country. Examination of State Bills of this special 
category, from the p.>int of their c:>mpatibility with 
the settled policy of the Union, therefore, does not 
involve any impropriety. 

President should not withhold assent merely on consi
deration of policy differences with respect to matters 

in List II 

5.10.05 Apart from all such matters on which a 
measure of uniform coordinated policy is desirable, 
there remains in List II and area which is "put ely of 
local or domestic concern to the StalLS. It is with 
respect to Bills falling within this area of exclusive 
State concern that utmost caution, circumspection 
and restraint on the part of the Union Executive is 
required in the exercise of its supervisory powers 
under Article 201. This is all the more necessary if 
the Bill has been reserved by the Governor in the exer
cise of his discretion, contrary to the advice of his 
Ministers. It may not be prudent to veto such a Bill 
merely on the ground that the legislative policy of 
the Bill, though otherwise constitutional, does not 
conform with what the Union Government thinks 
should be its policy with respect to the subject-matter 
of the Bill. 

5.10.06 We recommend that as a matter of con
vention, the President should not withhold assent 
only on the consideration of policy differences on 
matters relating, in pith and substance, to the State 
List, except on the grounds of patent unconstituiona
lity such as those indicated in para 5.6.13 above. 

5.10.07 We now consider the suggestion that the 
President may seek the opinion of the Supreme Court 
under Article 143 in respect of Bills which may be 
deemed to be unconstitutional. Article 143 provides 
for reference by President to the Supreme Court in 
respect of matters of public imp.>rtance where he is 
of the view that it would be expedient to obtain the 
opinion of that court. We consider that there is no 
need for making any specific prescription in this re
gard as the President can always make such a reference 
in appropriate cases. 

5.10.08 We agree with the view expressed by one 
of the State Governments that it is not obligatory to 

. reserve all Bills attracting the provisions of Articles 
254(2) 31-A and 31-C for President's consideration. 
We h~ve already stated in paragraph 5.1.05-II that 
the Bills under these articles may be reserved for 
President's consideration. 

5.10.09 The suggestion that, in regard to Bills 
under Articles 31-A and 31-C, the President should 
be guided by the advice of the Inter-State Council 



instead of that of the Union Council of Ministers, 
is apparently based on a misconception of the scheme 
of the Constitution. Firstly, the President is bound 
under Article 74(1) to act in accordance with the advice 
of the Council of Ministers in the exercise of his 
functions. The suggestion is contrary to this basic 
principle. Further, there is no justification for treating 
Bills relatable to Articles 31-A and 31-C alone in a 
manner different from other Bills which may be 
reserved for President's consideration under other pro
visions. In paragraph 5.8.06, we have already pointed 
out that a specific duty has been cast on the Union 
in this regard and this can be discharged only by the 
Union Executive, which is accountable to Parliament. 
The Inter-State Council being a high-level body (not 
accountable to Parliament), with members subscri
bing to widely different political views, cannot be the 
appropriate forum for referring such matters; We 
are therefore unable to support this suggestion. 

11. CONDITIONAL ASSENT BY THE PRESIDENT 
NOT PROPER 

5.11.01 A case study relating to the period 1956-
67 conducted under the auspices of the Indian Law 
Institute concluded that 'the Centre does try to dic
tate its policies to the States' by attaching certain 
conditions to the Presidential assent. It expressed a 
doubt with regard to the propriety and constitutional 
validity of such conditional assent. A study of the 
available material on the subject shows that eondi
tional assent as such is not given to State Bills re
ferred for President's consideration. However, in 
some cases, the State Governments are persuaded 
to undertake amendments to the Bill through an 
Ordinance or an amending legislation to meet the 
changes in the Bill eonsidered necessary by the Union. 
Simultaneously, assent to the Bill as already reserved, 
is accorded. This procedure does not appear to be 
quite in accord with the provisions of the Consti
tution. The Proviso to Article 201, inter alia, enables 
the President to direct the Governor to retrun the 
Bill (if it is not a Money Bill) to the State Legislature, 
with a message for reconsideration wihin a period of 
6 months. It is open to the Presidentto suggest changes 
considered necessary by the Union Government, 
and return the Bill for reeonsideration. The State 
Legislature may or may not accept the suggestions 
made. It is equally not binding on the part of the 
President to assent to the Bill presented to him again 
after reeonsideration, if the Bill has not been amended 
as suggested or even if the suggestions made have 
only been partially accepted by the State Legislatures. 
Depending upon the importance and significance of 
the suggestions made, the President may then either 
accord assent to the Bill or withhold assent. 

5.11.02 We recommend that in cases where the 
Union Government considers that some amendments 
to a State Bill are essential before it becomes law, 
the President may return the Bill through the Governor 
in terms of the Proviso to Article 201 for reconsi
deration, with an appropriate message, indicating the 
suggested amendments. The practice of obtaining 
the so-called 'conditional assent' should not be follow
ed when a constitutional remedy is available. 

12. STATISTICAL INFORMATION 

5.12.01 The Union government has informed us 
that during the period from 1977 to November, 1985, 
1130 State Bills were reserved for the consideration 
of the President. Outofthese, 1039 Bills were assented 
to by the President. The assent was withheld only 
in 31 cases; five cases were returned for reconsidera
tion with President's message and 55 were still pending 
on November 22, 1985. Our analysis of the informa
tion furnished by the States shows that approximately 
75 Per cent of the Bills reserved for consideration of 
the President relate to matters in the Concurrent List 
and were reserved by the Governor for President's 
consideration under Article 254(2) on the advice of 
his Council of Ministers. Our survey also shows 
that a very small number of Bills during the last 35 
years were reserved by the Governors in the exercise 
of their discretion. 

13. RATIONALE OF SY5TEM OF RESERVING 
BILLS 

5.13.01 In the light of the foregoing discussion. 
we are of opinion that the scheme of the Constitution 
and the various Articles, providing for reservation 
of State legislations for the consideration and assent 
of the President are intended to subserve the broad 
purpose of co-operative federalism in the realm of 
Union-State legislative rdations. They are designed 
to make our system strong, viable, effective and 
responsive to the challenges of a changing social 
order. They are necessary means and tools for evolv
ing cohesive, integrated policies on basic issues of 
national significance. Even from the federal stand
point, the reservation of State Bills, if made sparingly 
in proper cases, e.g. where the Bill relates to a matter 
falling clearly within the Union List, serves a useful 
purpose. But, as aptly cautioned by D.O. Basu. 
"its use cannot be extended to such an extent as to 
install the Union EXecutive over the head of the 
States Legislature in matters legislative."'" 

14. DELAYS IN DISPOSAL OF STATE BILLS 

5.14.01 Much of the criticism has been directed 
against delay that takes place in securing the assent 
of the President. Specific instances of State Bills 
that remained pending consideration of the Union 
Government for more than two years have been 
brought out in evidence. Such delays cause unneces
sary mis-givings and irritations in Union-State rela
tions. Once State Government has observed that it 
is not the small number but thekindofBills, vetoed by 
the President which causes irritations in Union-State 
relations. Almost all the State Governments and 
political parties unanimously demand that a time
limit should be prescribed for completing considera
tion of such Bills by the Union Executive. 

5.14.02 A large number of Bills are being reser
ved for consideration of the President and this could 
lead to delays. As mentioned above, during the 
period from 1977 to 1985, no less than 1130 State 
Bills were reserved for consideration of the President. 

16. Basu, D.O. : "Comparative Federalism (1987)" : 
Page 531. 



[t requires extraordinary effort and time to cope with 
such abnormal inftow of work. An examination 
of the material collected by us shows that delays 
in disposal of such Bills have largely occurred due to 
differences between the Union and States on policy 
issues reflected in the legislations. By way of exam
ple, a list of some of the Bills which were delayed for 
more than a year and a half is given in Annexure V.I. 

5.14.03 In our opinion, delays in the process of 
securing President's assent can be minimised. if not 
eliminated, by-

(i) streamlining the existing procedures both in 
making the reference by the State Government 
and its consideration by the Government of 
India; 

(ii) prior consultation at the stage of the drafting 
of the Bill itself; and 

(iii) prescribing time-limits for disposal. 

5.14.04 The evidence before us has left us with a 
feeling that most, if not all, Bills relating to matters 
in the Concurrent List are being reserved for Presi
dent's consideration without adequate examination 
as to whether or not they fall within the purview of 
Article 254(2). This results in unnecessary increase 
in the work-load of the Union Government. 

5.14.05 Needless reservations should, therefore, 
be avoided specially where it is not required under 
some special provisions such as Articles 31A(I), JIC, 
254(2), 288(2) and 304(b ). 

15. STREAMLINING PROCEDURES 

5.15.01 To facilitate its speedy examination by 
the Union Executive, every reference of a State Bill 
from the State should be self-contained, setting out 
precisely the material facts, points for consideration 
and the ground on which reference has been made. 
[t should contain information on the following points: 

(i) The relevant provisions of the Constitution 
attracted or applicable, with reasons. 

(ii) If the reference is made under Article 254(2), 
clear identification of the provisions of the Bill 
which are considered repugnant to, or inconsis
tent with, the specific provisions of a Union 
law or an existing law. 

(iii) Urgency, if any, of passing the law within a 
certain time-limit. 

(iv) A clear statement that the Bill is being reserved 
as per the advice of the Council of Ministers. 
or in the exercise of his discretion by the Go
vernor, with reasons for the same. 

(v) A lucid explanatory note on the intended 
policy behind the legislation instead of merely 
referring to the objects and reasons of the Bill. 

(vi) An indication whether the Bill was sent fo.r 
prior scrutiny of the Union Government, and rf 
so, deviations , if any, from the prior reference. 

5.15.02 There is evidence before us that as a 
matter of practice, State Governments often consult 
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the Government of India at the drafting stage of a 
Bill. Generally, high-level officers of the State 
Government hold discussions on the provisions of 
the draft Bill with their counterparts at the Union. 
This is a healthy practice and should continue. This 
will also help cut short delays in consideration of the 
Bill by the Union Executive if, at the post-legislation 
stage, it is again referred by the Governor under the 
Constitution for Presidential consideration and 
assent. 

16. TIME-LIMITS 

5.16.01 Several State Governments and political 
parties have suggested that time-limits be incorpora
ted in Article 201, itself. Some have, however, 
suggested that this can be done by making it a rule 
of practice or convention. The proposal of pres
cribing a time-limit under the Constitution is not new. 
Article 201 itself prescribes that when a Bill is returned 
by the President to the House or the Houses of the 
State Legislature. it shall reconsider it within a period 
of6 months from the date of receipt of the President's 
message. The Constitution Act of Canada prescri
bes time-limits for the disposal of Bills by the Lt. 
Governor and the Governor-General. 

5.16.02 If, as proposed in the preceding paras, 
the procedures for reserving a Bill for President's 
consideration are streamlined, high-level discussions 
are held whenever necessary between the Union and 
the State Governments at the drafting stage of the 
Bill, and procedural delays at the level of the Union 
Government are eliminated, the time taken to process 
Bills reserved for President's consideration will get 
effectively reduced. It has come to our notice that 
the Ministry of Home Affairs issued instructions, 
as early as in 1952, which were reiterated in 1978, 
that the Biils received from the States should be very 
expeditiously considered by the concerned Ministries 
and returned to them within a few days. [t appears 
that these instructions are not being strictly followed. 
The Ministry of Home Affairs are now making all
out efforts to speed up the disposal of such State 
Bills. We are, therefore, of the opinion that it is 
not necessary to amend the Constitution for pres
cribing a time-limit. However, the Union and 
State Governments should adopt definite periods 
within which to process Bills and dispose of related 
references. 

5.16.03 We recommend that-

(i) As a matter of salutary convention, a reference 
should be disposed of by the President within 
a period of 4 months from the date on which 
the reference is received by the Union Govern
ment. 

(ii) If, however, it is considered necessary to seek 
clarification from the State Government or to 
return the Biii for consideration by the State 
Legislature under the Proviso to Article 201, 
this should be done within two months of the 
date on 'which the original reference was recei
ved by the Union Government. 

(iii) Any communication for seeking clarification 
should be selfcontained. Seeking clarification 
piecemeal should be avoided. , 



(iv) On receipt of the clarification or the reeon
sidered Bill from the State under the Proviso 
to Article 201, the matter should be dispoSed of 
by the President within 4 months of the date 
of receipt of the clarification or the back re
ference on the reeonsidered Bill, as the case 
may be, from the State Government. 

5.16.04 Normally, when a Bill passed by the State 
Legislature is presented to the Governor with the 
advice of the Council of Ministers that it be reserved 
for the consideration of the President, then the 
Governor should do so forthwith. In exceptional 
circumstances, as indicated earlier, if the Governor 
•hinks it necessary to act and adopt, in the exercise 
"f his discretion, any other course open to him under 
Article 200, in respect of any Bill, he should do so 
within a period not exceeding one month from the 
date on which the Bill is presented to him. These 
rules of practice should be firmly adhered to and 
seldom departed from. 

17. WITHHOLDING OF ASSENT 

5.17.01 In cases where the Union Executive pro
poses to withhold assent from a Bill, it has been its 
practice to make an effort to convince the State 
concerned of the Union's point of view. In some 
cases, the views of the State Government were sought 
with respect to the grounds on which the assent was 
proposed to be withheld by the President, and the 
State's comments, if any, were considered before a 
final decision was taken by the Union Executive. 
We reeommend that, wherever possible, the reasons 
for withholding assent from a State Bill should be 
communicated to the State Government. 

18. STATE ORDINANCES 

5.18.01 During a recess of the State Legislature, 
circumstances may exist which are considered by the 
State Government to necessitate immediate legislative 
action. To meet such an urgency, Article 213 em
powers the Governor to promulgate an Ordinance 
with respect to any matter within the legislative com
petence of the State Legislature, if necessary, after 
obtaining instructions from the President. This 
power has to be exercised by him with the aid and 
advice of his Council of Ministers and not in his 
discretion. Its exercise is further subject to the 
following conditions precedent : 

(a) The Governor (in reality, the Council of Minis
ters) must be satisfied "that circumstances 
exist which render it necessary for him to 
take ·immediate action". 

(b) The Legislative Assembly is not in session, or 
where there is also a Legislative Council in the 
State, both Houses of the Legislature are 
not in session. 

5.18.02 Clause (2)(a) of the Article requires that the 
Ordinance "shall be laid" before the State Legislature 
when it reassembles. The clause further makes it 
clear that the Ordinance shall have only a limited life. 
Its imperative is that the Ordinance shall cease to 
operate at the expiration of six weeks from the re
assembly of the Legislature unless disapproved earlier 
by resolution of the Legislature or withdrawn earlier 
by the Governor. 

15 ... 

5.18.03 As a safeguard against circumvention of 
the other provisions of the Constitution requiring that 
certain types of Bills cannot be introduced in a State 
Legislature without the previous sanction of the 
President, or take legal effect without consideration 
and assent of the President, the Proviso to Article 
213(1) enjoins on the Governor not to promulgate 
any Ordinance without instructions from the Presi-
dent, if- • 

(a) a Bill containing the same provisions would 
under the Constitution have required the pre
vious sanction of the President for the intro
duction thereof into the Legislature; or 

(b) he would have deemed it necessary to reserve 
a Bill containing the same provisions for the 
consideration of the President; or 

(c) an Act of the Legislature of the State containing 
the same provisions would under the Consti
tution have been invalid unless having been 
reserved for the consideration of the President, 
it had received his assent. 

5.18.04 In tune with the prohibition in (c) is the 
provision contained in clause (3) of the Article. 
This clause provides · 

"If and so far as an Ordinance under this article 
makes any provision which would not be valid if 
enacted in an Act of the Le!!is'ature of the State 
assented to by the Governor, it shall be void." 

An analogue of the principle inf Article 254(2) under
lies the Proviso17 [to clause (3) of Article 213. 

5.18.05 When a Jaw containing a provision repug
Bant to a Union law or an existing law relating to a 
matter in the Concurrent List, has to be legislated by 
a State, the type of procedure to be adopted for en
suring the operational validity of that provision de
pends on whether it is contained in a Bill or in an 
Ordin~nce. The only di~erence between the two proce
dures IS that, under Art1cle 254(2), assent of the Presi
dent is required subsequent to the passing of the Bill 
by the State Legislature, while, under the Proviso to 
Article 213(3), the instructions from the President 
under Article 213(1) are a condition precedent to the 
promulgation of the Ordinance. 

5.18.06 The Proviso to Article 213(3) will not be 
attracted unless any provision of the Ordinance 
proposed to be promulgated is, in fact, repugnant to 
the provision of a Union law or an existing Jaw relat
ing to a matter in the Concurrent List. If there is 
no such repugnancy, the Ordinance would be valid 
even if it. was promulgated without the previous 
instructions from the President, provided such ins
tructions are not required on a ground other than 
that of repugnancy. 

5.18.07 No Ordinance promulgated in any State by 
a Governor was re-promulgated till the year 1967. 
Thereafter, however, some State Governments have 

••. ''Provided that, for the purpose of the provisions of 
this Constitutir n telating to the effect of an Act of the Legislature 
of a State which is repugnant to an Act of Parliament or an exis
ting law with respect to a matter enumerated in the Concurrent 
List, an Ordinance promulgated under this Article in pursuance 
of instructions from the President shall be deemed to be an Act 
of the Legislature of the State, which Pas been reserved for the 
consideration of the President and assented to by him." 



by successive repromulgation of the same Ordinance 
continued it in force for an indefinite period of time 
without attempting to get it replaced by an Act of the 
Legislature. In one State, the persistence and magni
tude of this mode of 'law-making' by executive fiat, 
in preference to enactments by the Legislature, had 
assumed abnormal proportions. The Governor of 
that State promulgated 256 Ordinances during 1967-
81 and all these Ordinances were kept alive for periods 
ranging between I to 14 years by repromulgation from 
time to time. Out of these 256, as many as 69 were 
repeatedly promulgated with the prior instructions 
of the President. 

(5.18.08 Eminent public men and scholars including 
those who have communicated their views to us, have 
voiced concern at the growth of this 'reprehensible' 
practice which poses a threat to Parliamentary demo
cracy. In December, 1983, the Opposition in Parlia
ment demanded an assurance from the Union Govern
ment not to accord permission for repromulgation 
of Ordinances which were never laid before the State 
Legislature for conversion into Acts. The Union Law 
Minister is reported18 to have replied that while 
the Centre did not wish to withhold permission for 
repromulgation of an Ordinance, it had advised the 
concerned State to convert it into an Act. 

5.18.09 A Professor in the Gokhale Institute of 
Politics and Economics, Pune, made an intensive 
study of the practice adopted by one State in promul
gating and repromulgating Ordinances from time to 
time without enacting them into Acts of the Legis
lature. Thereafter, he and three others filed Writ 
Petitions in the Supreme Court challenging the consti
tutional validity of three repromulgated Ordinances. 
On merits, the principal questions fc.r ccnsic'eraticn 
before the Court, was : cari the Governor mechanically 
go on repromulgating an Ordinance for an indefinite 
period of time and thus take over to himself the power 
of the Legislature to legislate, though that power is 
conferred on him under Article 213, only for the pur
pose of enabling him to take immediate action at a 
time when the House or Houses of the State Legis
lature, as the case may be, are not in session ? Ans
wering this question in the negative, the Court enuncia
ted that the power conferred under Article 213 on the 
Governor, is in the nature of an emergency power, 
which is to be exercised where, in the public interest, 
immediate action becomes necessary at a time when 
the Legislature is not in session. It was pointed out 
that the primary law-making authority under the 
Constitution is the Legislature and not the Executive. 
It was further stressed that an Ordinance issued by a 
Governor in exercise of such an emergency power 
must necessarily have a limited life. It was empha
sised : 

" ...... every Ordinance promulgated by the Go· 
vernor must be placed before the Legislature and 
it would cease to operate at the expiration of six 
weeks from the reassembly of the Legislature or if 
before the expiration of that period a resolution 
disapproving it is passed by the Legislative Assem
bly and agreed to by the Legislative Council, if any ... 
Since Article 174 enjoins that thte Legislature 
shall meet at least twice in a year but six months 
shall not intervene between its last sitting in one 

"· Economic Times, dated December 26, 1983. 
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session and the date appointed for its first sitting in 
the next session and an Ordinance made by the 
Governor must cease to operate at the expiration 
of six weeks from the reassembly of the Legisla
ture, it is obvious that the maximum life of an 
Ordinance cannot exceed seven and a half months 
unless it is replaced by an Act of the Legislature or 
disapproved by the resolution of the Legislature 
before the expiry of that period. . . . The Consti
tution-makers expected that if the provisions of the 
Ordinance are to be continued in force, this time 
should be sufficient for the Legislature to pass the 
necessary Act. But if within this time, the Legis
lature does not pass such an Act, the Ordinance 
must come to an end. The Executive cannot 
continue the provisions of the Ordinance in force 
without going to the Legislature". 

5.18.10 The Court, however, conceded that "there 
may be a situation where it may not be possible for 
the Government to introduce and push through in 
the Legislature a Bill containing the same provisions 
as in the Ordinance, because the Legislature may have 
too much legislative business in a particular session 
or the time at the disposal of the Legislature in a 
particular session may be short, and in that event, 
the Governor may legitimately find that it is ne.·essary 
to repromulgate the Ordinance. Where such is the 
case, repromulgation of the Ordinance may not be 
open to attack. But, otherwise, it would be a colour
able exercise of power on the part of the Executive to 
continue an Ordinance with substantially the same 
provisions beyond the period limited by the Consti
tution, by adopting the methodology of repromulga
tion". In this context, it further observed :~ 

"It is settled law that a constitutional authority 
cannot do indirectly what it is not permitted to do 
directly. If there is a constitutional provision 
inhibiting the constitutional authority from doing 
an act, such provision cannot be allowed to be 
defeated by adoption of any subterfuge. That would 
be clearly a fraud on the constit';ltional provision". 

5.18.11 It may be noted that there were several 
telling facts in that case which highlighted the un
constitutionality and impropriety of the practice 
of keeping Ordinances alive for several years by re
peated repromulgation without ever bringing them 
before the Legislature. The modus operandi of re
promulgation of Ordinances was vividly revealed 
by a circular letter which used to be sent by the Special 
Secretary to the Government in its Department of 
Parliamentary Affairs, immediately at the conclusion 
of each session of the State Legislature to all the 
Commissioners, Secretaries, Additional Secretaries 
and Heads of Departments. By this circular letter, 
the address{eS were informed that the session of the 
Legislature had been 'got prorogued' on such and 
such date and that, under Article 213(2) (a) of the 
Constitution, all the Ordinances would cease to be 
in force after six weeks of the date of reasssembly 
of the Legislature if not repromulgated before that 
date. The letter further directed those officers to 
get in touch with the Law Department and .initiate 
immediaie action to get "all the concerned Ordmances 
repromulgated" before the date of their expiry. The 
letter also used to advise the officers that if the old 
Ordinances were repromulgated in their original 
form without any amendment, the approval of the 



Council of Ministers would not be necessary. In 
'iew of these "startling facts" the Court held that 
the Executive in that State ·•has almost taken over 
the_ role of the Legislature in making laws, not for 
a hmtted period, but for years together in disregard 
of the Constitutional limitations. This is clearly 
contrary to the Constitutional Scheme and it must 
be held to be improper and invalid". 

5.18.12 In consonance with this pronouncement of 
the Supreme Court. we hope and trust that State 
Governments will eschew the wrong practice of 
mechanical and repeated repromulgation of an 
Ordinance without caring to get it replaced by an 
Act of the Legislature. 

5.18.13 The Supreme Court has observed that there 
is not a single instance in which the President of 
lndia, in exercise of his power to issue an Ordinance 
under Article 123, has repromulgated any Ordinance 
after its expiry. 

5.18.14 We recommend that, in due regard to the 
requirement of clause (2) of Article 213, every State 
Government should adopt a practice similar to that 
of the Union Government : that is to say, when the 
provisions of an Ordinance have to be continued 
beyond the period for which it can remain in force, 
the State Government should ensure. by scheduling 
suitably the legislative business of the State Legis
lature, enactment of an Act containing those provi
sions in the next ensuing session. The occasions 
should be extremely rare when a State Government 
finds that it is compelled to repromulgate an Ordi
nance because the State Legislature has too much 
legislative business in the current session or the time 
at the disposal of the Legislature in that · session 
is short. In any case, the question of re-promulgating 
an Ordinance for a second time should never arise. 

5.18.15 We further recommend that a decision to 
promulgate or repromulgate an Ordinance should be 
taken only on the basis of stated facts necessitating 
immediate action. and that too. by the State Council 
of Ministers, collectively. 

5.18.16 When an Ordinance proposed to be re-pro
m•Jigated is sent by the Governor, under the proviso 
t" Article 213(1), tn the Union Gvvernment 
for instructions from the President, withholding of 
such instructions may create Union-State friction. 
It is necessary to evolve suitable conventions so as 
to avoid needless controversies in this regard. 

5.18.17 We recommend that the President may not 
withhold instructions in respect of the first re-promul
gation of an Ordinance, the provisions of which a~e 
otherwise in order, but could not be got enacted m 
an Act because the Legislature did not have time to 
consider its provisions in that session. While con
veying the instructions, the Union Government should 
make it clear to the State Government that another 
re-promulgation of the same Ordinance may not be 
approved by the President, ~~d if it is cons_idered 
necessary to continue the provisions of the Ordmance 
for a further period, the State Government should 
take steps well in time to have the necessary 
Bill containing those provisions passed by the State 
Legislature, and if necessary, to obtain the assent 
of the President to the Bill so passed. 
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5.18.18 One State Government has suggested that 
"some provision like the provision of Article 255 of 
the Constitution should be incorporated in Article 213 
so that the Governor can exercise power in utmost 
urgency to promulgate Ordinance without instruction 
from the President". 

5.18.19 It may be noted that the proviso to Article 
2 13( I) enjoins on the Governor not to promulgate 
any Ordinance in cases falling under any of its sub
clauses (a), (b) and (c), without instructions from 
the President. It follows that the instructions from 
the President are not necessary to enable the Governor 
to promulgate an Ordinance in a case not covered 
by this proviso. 

5.18.20 Article 255 so far as material for our pur-
pose, reads : 

"No Act ........ of the Legislature of a State, and 
no such provision in any such Act, shall be 
invalid by reason only that some recommendation 
or previous sanction required by this Constitution 
was not given. if assent to that Act was given-

(a) 

(b) 

••• 
••• 

... • •• ... • •• 
(c) where the recommendation or previous sanc

tion required was that of the President, by 
the President." 

Clause (c) of this Article substantially corresponds 
to sub-clause (a) of the proviso to Article 213(1). 
There is no reference in Article 255 to the constitu
tional requirements mentioned in sub-clauses (b) 
and (c) of the p~viso to Article 213(1). It is obvious, 
therefore, that in the context of a State legislation, 
subsequent assent of the President cures only that 
invalidity which arises from non-compliance with 
a Constitutional provision requiring the previous 
sanction of the President to the introduction of a 
certain type of Bill in the Legislature of a state. 
Article 304(b) is a typical example of such a provi
sion. Article 255 does not encompass or cure an 
invalidity due to non-compliance with the Constitu
tional requirements mentioned in sub-clauses (b) and 
(c) of the Proviso to Article 213(1). 

5.18.21 Extension of the principle of Article 255 
to the Ordinances so as to leave the non-compliance 
with the Constitutional requirements in all or any 
of the cases mentioned in sub-clauses (a), (b) and (c) 
of the Proviso to Article 213(1), to be cured, by a 
subsequent, albeit uncertain, assent of the President, 
will tend to subvert the normal democratic process 
of legislation and encourage misuse of this emergency 
power at the cost of the primary law-making authority 
which, under our Constitution is the Legislature 
and not the Executive. It may be recalled that the 
instruction from the President is a necessary safe
guard against circumvention of the Constitutional 
scheme of checks and balances which requires that 
certain types of Bills shall not be introduced in a State 
Legislature without the previous sanction of the 
President, or take legal effect without consideration 
or consent of the President. 

5.18.22 For all these reasons, it is not possible to 
accept this suggestion of the State Government. Never
theless, we would emphasise the desirability of 



disposing of a reference made by the Governor for 
seeking instructions from the President under the 
Proviso to Article 213(1), with utmost despatch. 

5.18.23 The various recommendations made by us 
in this Chapter in reagrd to reservation of State Bills 
will apply mutatis mutandis to the seeking of instruc
tions from the President for the promulgation of a 
State Ordinance. In regard to time-limits, however, 
we recommend, keeping in view the urgent nature of 
an Ordinance, that a proposed Ordinance referred by 
the Governor to the President for instructions under 
the Proviso to Article 213(1), should be disposed of 
by the President urgently and, in any case, within 
a fortnight. 

19. RECOMMENDATIONS 

5.19.01 Normally, in the discharge of the functions 
under Article 200, the Governor must abide by the 
advice of his Council of Ministers. Article 200 does 
not invest the Governor, expressly or by necessary 
implication, with a general discretion in the perfor
mance of his functions thereunder, including reser
vation of a Bill for the consideration of the President. 
However, in rare and exceptional cases, he may act in 
the exercise of his discretion, where he is of opinion 
that the provisions of the Bill are patently un-consti
tutional, such as, where the subject-matter of the Bill 
is ex-facie beyond the legislative competence of the 
State Legislature, or where its provisions manifestly 
derogate from the scheme and framework of the 
Constitution so as to endanger the sovereignty, 
unity and integrity of the nation, or clearly violate 
Fundamental Rights or transgress other constitutional 
limitations and provisions. 

(Paras 5.6.06 & 5.6.13(i)) 

5.19.02 In dealing with a State Bill presented to 
him under Article 200, the Governor should not act 
contrary to the advice of his Council of Ministers 
merely because, personally, he does not like the policy 
embodied in the Bill. 

(Paras 5.6.09 & 5.6.13(ii)) 

5.19.03 Needless reservation of Bills for President's 
consideration should be avoided. Bills should be 
reserved only if required for specific purposes, such 
as :-

(a) to secure immunity from the operation of 
Articles 14 and 19 vide the First Proviso to 
Article 31 A(l) and the Proviso to Article 
31C; 

(b) to save a Bill on a Concurrent List subject 
from being invalidated on the ground of re
pugnancy to' the provisions of a law made 
by Parliament or an existing law vide Article 
254 (2); 

(c) to ensure validity and effect for a State l~g_is
lation imposing tax on water or electnc1ty 
stored, generated, consumed, distributed . or 
sold by an authority established under a Umon 
law, vide Article 288(2); 

(d) a Bill imposing restrictions on trade or com
merce, in respect of which previous sanction 
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of the President bad not been obtained, !•ide
Article 304{b) read with Article 255. 

(Para 5.14.05) 

5.19.04 Normally, when a Bill passed by the State 
Legislature is presented to the Governor with the 
advice of th< Council of Ministers that it be reserved 
for the consideration of the President, then the 
Governor should do so forthwith. If, in exceptional 
circumstances, as indicated in para 5.19.01 above, 
the Governor thinks it necessary to act and adopt, 
in the exercise of his discretion, any other course 
open to him under Article 200, he should do so within 
a period not exceeding one month from the date on 
which the Bill is presented to him. 

(Para 5.16.04) 

5.19.05 (a) Every reference of a State Bill from 
the State should be self-contained, setting out pre
cisely the material facts, points for consideration and 
the ground on which the reference has been made. 
The relevant provisions of the Constitution should 
also be indicated. 

(b) If the reference is made under Article 254(2), 
the provisions of the Bill which are considered re
pugnant to or inconsistent with the specific provisions 
of a Union law or an existing law, should be clearly 
identified. 

(Para S.l5.0l(i) & (ii)) 

5.19.06 State Governments often consult the 
Government of India at the drafting stage of a Bill. 
Generally, high-level officers of the State Government 
hold discussions on the provisions of the draft Bill 
with their counterparts at the Union. This is a 
healthy practice and should continue. 

(Para 5.15.02) 

5.19.07 (a) As a matter of salutary convention, 
a Bill reserved for consideration of the President should 
be disposed of by the President within a period of 4 
months from the date on which it is received by the 
Union Government. 

(b) If, however, it is considered necessary to sec~ 
clarification from the State Government or to return 
the Bill for consideration by the State Legislature 
under the Proviso to Article 201, this should be done 
within two months of the date on which the original 
reference was received by the Union Government. 

(c) Any commun' 
should be self-cont• 
meal should be avo1u, 

'eeking clarification 
·lorification piece-

(d) On receipt of the • 
dered Bill from the State un, 
201, the matter should be disp. 
within 4 months of the date 01 

cation or the back reference on 1 
as the case may be, from the Sta 

" reCOIN

' Article 
.-.<>11knt 

(e) It is not necessary to incorp· 
any other time-limits in the Constitu1 

(Paras 5.1 h.• 



5.19.03 (a) As a tn.ltter of convention, the Presi
dent should not withhold assent only on the consi
Jeration of policy differences on matters relating, in 
pith and substance, to the State List, except on grounds 
of p.1tent u:tconstitutionality such as those indicated 
in the re:J:nn!n:htio.1 in p.1ragraph 5.19.01 above. 

(Para 5.10.06) 

(b) Pre>ideat's assent should ~not ordinarily be 
withheld on the ground that the Union is contem
plating a comprehensive law in future on the same 
subject. 

(Para 5.7.08) 

5.19.09 If a State Bill reserved for the consideration 
of the President under the First Proviso to Article 
31A(I) or the Proviso to Article 31C clearly tends to 
subvert the_ constitutional system of the State, by 
reason of tts unduly excessive and indiscriminate 
abridging effect on Fundamental Rights or otherwise, 
then, consistently with its duty under Article 355 
to ensure that the government of every State is carried 
on in accordance with the provisions of the Consti
tution, the Union Government may advise the Pre~i
dent to withhold assent to the Bill. 

(Paras 5.8.06 and 5.8.07) 

5.19.10 In cases where the Union Government consi
ders that some amendments to a State Bill are esseatial 
before it becomes law, the President may return the 
Bill through the Governor in terms of the Proviso to 
Article 201 for reconsideration, with an appropriate 
message, indicating the suggested amendments. The 
practice of obtaining the so-called 'conditional 
assent' should not be followed when a constitutional 
remedy is available. 

(Para 5.11.02) 

5.19.ll To the extent feasible, the reasons for with
holding assent should be communicated to the State 
Government. 

(Para 5.17.01) 

5.19.12 State Governments should eschew the wrong 
practice of mechanical and repeated re-promulgation 
of an Ordinance without caring to get it replaced by 
an Act of the Legislature, 

(Para :5.18.12) 

5.19.13 In due regard to the requirement of clause 
(2) of Article 213, whenever the provisions of an 
Ordinance have to be continued beyond the period for 
which it can remain in force, the State Government 
should ensure, by scheduling suitably the legislative 
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business of the State Legislature, enactment of a 
law containing those provisions in the next ensuing 
session. The occasions should be extremely rare 
when a State Government finds that it is compelled 
to repromulgate an Ordinance because the State 
Legislature has too much legislative business in the 
current session or the time at the disposal of the Legis
lature in that session is short. In any case, the ques
tion of re-promulgating an Ordinance for a second 
time should never arise. 

(Para 5.18.14) 

5.19.14 A decision to promulgate or re-promulgate 
an Ordinance should be taken only on the basis of 
stated facts necessitating immediate action, and that 
too, by the State Council of Ministers, collectively. 

(Para 5.18.15) 

5.19.!5 Suitable conventions should be evolved in 
the matter of dealing with an Ordinance which is to 
be re-promulgated by the Governor and which is 
received by the President for instructions under the 
Proviso to Article 213(1 ). 

(Para 5.18.16) 

5.!9.16 The President may not withhold instructions 
in respect of the first re-promulgation of an Ordinance 
the provisions of which are otherwise in order, bui 
could not be got enacted in an Act because the Legis
lature did not have time to consider its provisions in 
that session. While conveying the instructions, the 
Union Government should make it clear to the State 
Government that another re-promulgation of the 
same Ordinance may not be approved by the President, 
and, if it is considered necessary to continue the pro
visions of the Ordinance for a further period, the 
State Government should take steps well in time to 
have the necessary Bill containing those provisions 
passed by the State Legislature, and if necessary, 
to obtain the assent of the President to the Bill so 
passed. 

(Para 5.18.!7) 

5.19.!7 The recommendations in para 5.19.01 to 
5.19.ll will apply mutatis mutandis to the seeking 
of instructions from the President for the promulga
tion of a State Ordinance. However, keeping in view 
the urgent nature of an Ordinance, a proposed Ordi
nance referred by the Governor to the President for 
instructions under the Proviso to Article 213(1), should 
be disposed of by the President urgently and, in any 
case, within a fortnight. 

(Para 5.18.23) 
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ANNEXURE V.l 

Examples of State Bills reserved for President's consideration, orders on which were passed after one and a half years 

SI.No. Name of Bill Name of State 

(I) (2) (3) 

Orders passed after 1! years 

l. The Andhra Pradesh (Telengana Area) Abolition of Jnams Andhra Pradesh 
(Amendment) Bill, 1983. 

2. The West Bengal Motor Vehicles Tax (Amendment) Bill, West Bengal 
1983. 

3. Kerala Headload Workers' Bill, 1977 Kerala 

4. The Orissa Estates Abolition (Amendment) Bill, 1977 Orissa 

S. The West Bengal Estate Acquisition (Amendment) Bill, 1977 West Bengal 

6. The Madhya Pradesh Lokayukta Evam Uplokayukta Vidhe- Madhya Pradesh 
yak, 1974. 

Orders passed after 3 years 

7. Sikkim Urban Land (Ceiling and Regulation) Bill. 1976 Sikkim 

8. The Notaries (Amendment) Bill, 1977 (Jammu & Kashmir) Jammu & Kashmir 
(Bill No. 13 of 1977). 

9. The Land Acquisition (Maharashtra Amendment) Bill, 1977 Mabarashtra 

10. The Bihar Urban Property (Ceiling) Bill, 1972 Bihar 

11. The Kerala Land Reforms (Amendment) Bill, 1980 Kerala 

Orders passed after 6 years 

12. Karnataka Civil Service Bill, 1978 ·• Kamataka 

13. The Public Property (Prevention of Destruction & Loss) Bill, Kerala 
1978. 

14. The Essential Commodities (Karnataka Amendment) Bill, Karnataka 
1976. 

Orders passed alter 12 years 

IS. The Trade Unions (West Bengal Amendment) Bill, 1969 West Bengal 

Date of Date of Remarks 
reference disposal 

(4) (5) (6) 

7-6-84 17-12-85 Assented to 

8-4-83 27-1-85 Assented to 

27-11-78 28-9-80 Assented to 

16-11-77 25-4-80 Assent withheld 

13-9-77 24-4-80 Assented to 

3-5-75 5-4-78 Assent withheld 

18-10-76 25-4-80 Assent withheld 

1-12-77 19-6-81 Assented to 

24-11-77 25-8-81 Assent withheld 

13-7-72 2-8-76 Assent withheld 

30-4-80 28-2-85 Assent withheld 

29-6-79 12-7-85 Assented to 

3-10-78 22-3-85 Assent withheld 

28-6-76 16-8-84 Assent withh<ld 

10-11-69 22-9-82 Assent withheld 
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CHAPTER VI 

EMERGENCY PROVISIONS 

1. INTRODUCTION 

6.1.01 The framers of the Constitution were cons
-cious that, in a country of sub-continental dimensions, 
immense diversities, socio-economic disparities and 
"multitudionus people, with possibly divided loyal
ties, "1 security of the nation and stability of its polity 
could not be taken for granted. The framers, there
fore, recognised that, in a grave emergency, the Union 
must have adequate powers to deal quickly and effec
tively with a threat to the very existence of the nation, 
on account of external aggression or internal disrup
tion. They took care to provide that, in a situation 
of such emergency, the Union shall have overriding 
powers to control and direct all aspects of adminis
tration and legislation throughout the country. A 
violent disturbance, paralysing the adminis
tration of a State, could pose a serious danger to the 
unity and integrity of the country. Coping with 
such a situation of violent upheaval and domestic 
chaos, may be beyond the capacity or resources of the 
State. Intervention and aid by the Union will be 
necessary. A duty has, therefore, been imposed• 
by the Constitution on the Union to protect every 
State against external aggression and internal dis
turbance. 

6.1.02 The Constitution-makers were alive to the 
fact that several regions or areas of the country 
had no past experience or deep-rooted tradition of 
Parliamentary form of Government, and a failure or 
break-down of the constitutional machinery in a State 
could not be ruled out as an impossibility. A further 
duty was, therefore, laid3 on the Union to ensure 
that the government of every State is carried on in 
accordance with the provisions of the Constitution. 

6.1.03 The provisions of Article 352 have been in
voked so far, twice, on grounds of 'extenral aggres
sion', and once, on the plea of 'internal disturbance'. 
Article 356 has been brought into action seventy
five times since the commencement of the Constitu
tion. In the initial years it was used sparingly. Upto 
the end of 1967, it had been invoked only twelve times. 
However, in the next eighteen years, it was resorted 
to on as many as sixty-two occasions. The very 
first occasion of its use (Punjab 1951) for resolving an 
internal crisis in the ruling party, contained the seeds 
for future misapplication. It rose to a crescendo 
in 1977 (again in 1980) when, in nine States, President's 
rule was imposed at the same time. 

6.1.04 The 'Emergency Provisions• of the Consti
tution form a fasciculus of nine Articles giving the 
President overriding authority to assume and exer-

'· Constituent Assembly Debates (Revised Edition) Volume 
IX, Pages 545; Alladi Krisbnaswamy Ayyar. 

•. Article 355. 

'· ibid. 
'· For the text of the provisions, see Annexure VI. 1. 
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cise powers to deal with four types of extra-ordinary 
situations : 

(a) A situation of grave emergency whereby the 
security of India or any part of its territory 
is threatened by war or external aggression 
or armed rebellion. (Articles 352 and rela
ted Articles : 353, Proviso to 83(2), 250, 354, 
358 and 359). 

(b) A situation involving breakdown of constitu
tional machinery in a State, i.e., where the 
Government of the State cannot be carried on 
in accordance with the provisions of the 
Constitution (Articles 356 and 357). 

(c) A situation of 'external aggression' and/or 
'internal disturbance' which is not grave 
enough to satisfy the requirements of either 
Article 352 or 356, but nevertheless, calls for 
other action by the Union pursuant to the 
first part of Article 355. 

(d) A situation where the financial stability or 
credit of India or any part thereof is threa• 
tened enabling the Union to give suitable 
directions (Article 360). 

6.1.05 'Emergency' under Article 352 was declared 
for the first time in October, 1962 following the 
Chinese aggression. It continued to remain in force 
during the Indo-Pakistan conflict (1965) and was 
revoked only in January, 1968. 'Emergency' was 
proclaimed again in December, 1971 in connection 
. with 'external aggression'. While this proclamation 
was already in force, a fr~sh proclamation 
of Emergency on the ground of 'internal disturbance' 
was issued in June, 1975. Both these proclamations 
were revoked in March, 1977. The propriety of the 
action under Article 352 on the ground of 'internal 
disturbance' and the suspension of the enforcement 
of certain fundamental rights, by orders under Article 
359, were major issues in the mid-seventies. How
ever, the scope for action under Articles 352, 358 and 
359 has been considerably restricted and hedged in, 
by incorporating tight safeguards through the Consti
tution (Forty-Forth Amendment) Act, 1978. This 
Amendment replaced in Article 352 the term 'internal 
disturbance' by the expression 'armed rebellion', 

6.1.06 The Constitution (Thirty-eight Amendment) 
Act, 1975 had put proclamations under Articles 352 
and 356 beyond the ken of judicial review • 'in any 
court on any ground". The Forty-fourth Amend
ment revok;ed this impediment. Article 352 has not 
been invoked since the Forty-fourth Amendment 
and, considering the adequacy of the safeguards 
provided by it, apprehensions of its possible misuse 
are no longer rife. In all the evidence before us, 
no concern has been expressed about the structure 
of Article 352 as it now stands. The provisions of 
Article 360 have not been invoked so far. Its provi
sions have not been criticised on any tangible ground. 



. 6. 1.~7 However, there has been persistent cnu
Cism, 1n ever-mounting intensity, both in regard to the 
frequency and the manner of the use of Article 356. 
The grav< men of the criticism is that, more often than 
not, its pro\isions have been misused, to promote 
the political interests of the party in power at the 
Union. In the context of Union-State relations, 
therefore, a critical examination of the scope and use 
of Article 356 is necessary. 

6. LOS Article 356 was brought into operation as 
early as 1951. In the initial years, there were not 
many instances of its use. But, with the passing of 
years. these provisions have been invoked· with 
increasing frequency. This is evident from the data 
given below 

Period 

1950-195~ 

1955-1959 
1960-196-1 
1965-1969 
1970-1974 
1975-1979 
1980-1987 

FrequenC} 

3 
3 
2 
9 (7 cases in 1967-691 

19 
21 (9 cases in 1977) 
IS (9 cases in 1980) 

These figures reveal a sharp rise in the incidence of 
such cases from 1967 onwards. The Fourth General 
Elections saw the emergence in the country of a multi
party polity, fragmentation of political parties, and 
rise of regional parties. There was a sea change in 
·the political scene. Coalition ministries were formed 
in a number of States for the first time. Many of them 
were unstable, being coalitions based on convenience 
rather than principle, The General Elections to 
Lok Sabha. held in March 1977, led to a landslide 
victory of the Janata Party which thereupon formed 
the Union Government. The Union Home Minister 
wrote to the Chief Ministers of the nine Congress 
Party-ruled States that they should seek a fresh 
mandate. Some of them approached5 the Supreme 
Court for a declaration that the Union Home Minis
ter's letter, asking for dissolution of their Legislative 
Assemblies, was unconstitutional, illegal and ultra 
vires, but were not successful. President's Rule was 
imposed immediately after the pronouncement of the 
Court's verdict; and. simultaneously, the Assemblies 
of these nine States were dissolved. A similar 
situation arose in 1980 when, in nine Janata-ruled 
States, on similar grounds, President's Rule was 
imposed following the victory of the Congress (!) 
Party in the General Elections to Lok Sabha. The 
propriety of this whole sale use of Article 356, in 
1977 and again in 1980, has been widely questioned, 
the judgement of the Supreme Court notwithstanding. 
It is, therefore, apposite to examine the genesis, 
scope and nature of these emergency powers conferred 
on the Union under Articles 355 and 356. 

2. HISTORICAL BACKGROUND 

6.2.01 Historically, the proximate origin of these 
'emergency' powers can be traced back to the Govern
ment of India Act, 1935. Section 93 of the Act pro
vided that if the Governor of a Province was satis
fied that a situation has arisen in which the govern
ment of the Province cannot be carried on in accord-

'· State of Rajasthan V. Union of India A.I.R. 1977 (SC 
IJ61). 
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ance with the provisions of this Act, he may by pro· 
clamation assume to himself all or any of the powers 
vested in or exercisable by a Provincial body or 
authority, including the Ministry and the Legislature, 
and to discharge the functions thus assumed in his 
discretion. The only exception was that he could not 
encroach upon the powers of the High Court. Simi
lar powers were conferred on the Governor-General 
under Section 45, which was a part of the Federal 
Scheme. However, this Part never came into ,.opera
tion. 

6.2.02.- The Constitution-framers were deeply conce
rned with the need for ensuring peace and tranquillity 
throughout the country. External aggression in 
Jammu and Kashmir, the emergence of disruptive 
forces and wide spread violent disturbances in the 
wake of partition, demonstrated to them the impera
tive necessity of making special provisions for effecti
vely and swiftly dealing with grave situations of law 
and order. The need for conferring special powers 
on the Union Government was accepted. It was 
agreed• that the President would be given the powers 
of superseding the State Legislature and Government. 
Initially, it was also envisaged that the Governor 
could issue' a proclamation that a state of emergency 
had arisen in which peace and tranquillity could not 
be maintained and the Government of the State 
carried on in accordance with the Constitution. 

6.2.03 An important issue for consideration before 
the framers was, whether the President and the Govern
nor, or either of them, should be vested with special 
responsibilities to be discharged ~y them in the exer
cise of their discretion, for such purposes as main
tenance of peace and tranquillity. It was decided• 
at a very early stage of constitution-framing that 
the President should have no such special powers 
and that he would exercise all his functions on the 
advice of his Council of Ministers. However, the 
question of vesting the Governors with discretionary 
powers remained under prolonged consideration. 
We have dealt• with this in detail in the Chapter on 
the Governor. It will be sufficient to say here that, 
at a later stage, the Constituent Assembly decided10 

that the Governor should not be an elected, but be 
a nominated functionary. Consequent upon this 
decision, the Constituent Assembly, departing from 
the provisions of the Government of India Act, 1935, 
limited the Governor's powers to merely furnishing 
a report to the President of the circumstances showing 
that a situation has arisen in which the Government 
of the State cannot be carried on in accordance with 
the provisions of the Constitution. 

6.2.04 Thus, finally, the Constituent Assembly 
decided11 that the responsibility of intervention in the 
administration of a State, when it was faced with a 

e. Rao B. Shiva; .. The Framing of India9s Constitution", 
Vol. Ill. Draft Articles 275-280 at pages 622-625. 

'· Ibid, Vol. 11-Pages 610,650-652. 
8 • Rao B. Shiva; "The Framing of India's Constitution .. ~ 

Volume 11-Page 555. 

'· Chapter IV: para 4.2.07. 
"· Constituent Assembly Debates (Revised Edition), Vol. 

VIII-Pages 424-469. 
"· Constituent Assembly Debates (Revised Edition). 

Vol. lX-Pages 130-180. 



threatened or actual break-down of the Constitutional 
arrangements, would be exclusively that of the Presi
dent, in effect, of the Union Government, and the 
Governor would have no authority in such a situation 
to assume, in his discretion, the powers of the State 
Government even for a short period. The provisions 
so ,finalised, it was considered, would be broadly 
in accord with the basic principle of Parliamentary 
democracy, the Union Government being accounta
ble for all its actions to Parliament. 

Rationale and Purpose of Articles 355 and 356 

6.2.05 The underlying principle and purpose of 
introducing Article 355 was explained by the Chair
man of the Drafting Committee in the Constituent 
Assembly. It was rstressed12 that our Constitution, 
notwithstanding that many of its provisions bestow 
overriding powers on the Centre, nonetheless gives, 
on the federal principle, plenary authority to the Pro
vinces to make laws and administer the same in the 
field assigned to them. That being so, if the Centre 
is to interfere in the administration of provincial 
affairs. it must be, by and under some obligation which 
the Constitution imposes upon the Centre. It was 
emphasised that the 'invasion' by the Centre of the 
Provincial field "must not be an invasion which is 
wanton, arbitrary and unauthorised by law". 

6.2.06 The introduction of a provision casting a 
duty on the Union to protect the States against 'exter
nal aggression' and 'internal disturbance' and 'to 
ensure that the government of every State is carried 
on in accordance with the provisions of this Consti
tution' was therefore, considered essential to prevent 
such an unprincipled invasion. 

Articles 355 and 356 not unprecedented 

6.2.07 In reply to the criticism that such provisions 
were not found in any other Constitution, it was poin
ted out'" in the Constituent Assembly that they were 
based on the prinicple underlying Article IV, Section 
4 of the United States Constitution, which provides : 

"Th~ United States shall guarantee to every State 
in this Union a Republican Form of Government, 
and shall protect each of them against invasion, 
and on application of the Legislature, or of the 
Executive (when the Legislature cannot be conven
ed) against domestic voilence". 

The first part of this provision is known as the Guaran
tee Clause and the second part the Protection 
Clause." It was explained in the Constituent Assem
bly that, in principle, the Guarantee Clause conforms 
to the latter part of the Draft Article 277 A (now Arti
cle 355) of our Constitution which is designed to 
maintain in every State the form of responsible Go
vernment as contemplated by the Constitution. The 
Protection Clause of Article IV( 4) corresponds to the 
first part of Article 355, with this difference that, 
instead of the expressions "invasion" and "domestic 

"· Constituent Assembly Debates (Revised Edition), Volu
me IX, Page 133. 

"· Constituent Assembly Debates (Revised Edition); 
Volume IX, Pages 133, 175 and 176. 

u, For the true import and uses of these twin clauses in 
the U.S.A. please see Annexure VI. I. 
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violence", the framers of our Constitution preferred 
to use the terms "external aggression", and "internal 
disturbance", respectively, which are of relatively 
wider amplitude. 

6.2.08 To understand the full significance of the 
duty imposed on the Union by the Article referred 
to above to ensure that the Government of every 
State is carried on in accordance with the Constitution, 
it will be useful to examine in some depth the Guaran• 
tee Clause in Article IV(4) of the United States Con
stitution. 

6.2.09 A vast potential is rooted in the sweeping 
and unqualified language of the Guarantee Clause. 
Indeed, in the course of American history, it has 
assumed protean forms. President Lincoln in 1861 
sought in this clause an authorisation for extraordi
nary national authority to put down rebellion, to strike 
down slavery, to assume certain basic civil and poten
tial rights for freed 'blacks' and to effectuate pro
grammes to deal with problems during the Recons
truction (1861-1877). 

6.2.1 0 The guarantee is considered as "a tremen
dous store-house of power to reshape the American 
federal system". An American author15 who has 
made an exhaustive survey of the past uses of the Guar
antee Clause, sums up his views about the nature, 
the potential uses and dangers of this power, as fol
low: 

"This Clause is, in Sumner's simile, a giant, and 
should be watched carefully, since its tremendous 
power can be dangerous as well as protective to 
republican liberty. . . . . . The Guarantee is pro
phylactic; the federal government is to 'protect as 
well as restors' republican government in the States. 
It imposes affirmative obligations on both nation 
and states; it 'still exists as an independent and 
untapped source of federal power. by which the 
Central government can assume the fuller realisa-
tion of our society's democratic goals' ......... . 
The characteristics of republicanism must be di
ctated by contemporary values. Those values 
will not only include the present spirit of the na
tional government, but also the current expectations 
of the American peoples, such as access to the ballet 
and equal access for all to housing, employment, 
education, transportation and numerous other 
things, when sufficiently touched with a public 
interest". 

6.2.11 Article IV(4) of the American Constitution 
does not prescribe the manner in which the guarantee 
as te the republican form of government may be en
forced against a State. It has no provision analogous 
to Articles 356 and 357, authorising the Union Govern
ment or the President to suspend or supersede the 
Constitutional machinery in a State. 

6.2.12 The Constitution-framers recognised that 
the provisions of Articles 355 and 356 were necessary 
to meet an exceptional situation where break-down 
of the Constitutional machinery occurs in a State. 
At the same time, they hoped for the growth of healthy 
conventions which would help ensure that these ex
traordinary powers were used most sparingly, in 

"· WiW"k ; -'The Guarantee Clause of the United 
States Constitution; 



extreme ca~, for the legitimate purposes for whicl:. 
they were mtended. An important point madel4 
during_ debates in the Assembly, was, that mere mal
admmtstratlon by a duly constituted Government in 
a State, was not a good ground for invoking Article 
356. _It was em_phastsed that, if responsible govern· 
ment m a State ts to be maintained, the electors must 
be made to feel t~at the power to apply the proper 
remedy, when rrnsgovernment occurs, rests with 
them. It was felt that, in many cases of political 
break-down, the proper course would be to dissolve 
the Legislative Assembly and go back to the peopl: 
to seek through a fresh election, the right answers. 

6.2.13 Dr. B.R. Ambedkar Chairman of the Draft
ing Comrn!~ee. explained th~ purpose and nature of 
these proVIsiOns. Emphasising the need for caution 
and restraint in their application, he observed :-

"I do not ~togeth~r deny that there is a posibiill; 
~f these articles bemg abused or employed for poli
tical purposes. But that objection applies to 
every part of the Constitution which gives power 
to the Centre to override the Provinces. In fact I 
share the sentiments ...... that such articles will 
neve~ be called into operation and that they would 
reman~ a dt"ad letter. If at all they are brought into 
operatiOn, I hope the President, who is endowed 
with these powers, will take proper precautions 
before actually suspending the administration of 
the provinces. I hope the first thing he will do 
would be to issue a mere warning to a province 
that has erred, that things were not happening in 
the way in which they were intended to happen in 
th~ Consti~tion. If that warning fails, the second 
thmg for htm to do will be to order an election 
allowing the people of the province to settle matters 
b~ themselves. It is only when these two remedies 

. [fail that he would resort to this artidel7". 

6.2.14 In sum, the Constitution-f;am~rs conceived 
~ese provisions as more than a m~r.:: grant of over
ndmg powers to the Union over the States. They 
regarded them as a bulwark of the Constitution, an 
ultlm~te assurance of J?aintaining or restoring repre
sentative government m States responsible to the 
~pie. They expected that these extrarc dinary prc
VIStons would be called into operation rerely, in 
extreme cases, as a last resort when all alternative 
correctives _fail. Despite the hopes and expectations 
so emphatically expressed by the framers in the last 
37 years, Article 356 has been-brought into action no 
less than 75 times. i 

3. CONSTITUTIONAL PROVISIONS 

6.3.01 The full text of Articles 355, 356 and 357 
has been set out in Annexure V 1.2. 

Article 355-Scope and effect 
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6.3.0rTbe obligations of the" Union under Article 
355 arise with respect to three situations existing in"'~ 
a State, namely :- · 

"· Constituent Assembly Debates (Revised Edition), 
Vol. IX, Pages 176-177. 

"· Comtituent Amn·,bly Det·at.. (Revl!td Edition), 
Vol. IX-Page 177. 

(i) external aggression, 

(ii) internal disturbance, and 

(iii) where the government of the State cannot be 
carried on in accordance with the Constitution. 

The framers of the Constitution have used the word 
"and" to cannect all the three segments of the Article 
specifying these situations. The word "and", as 
explained 18 by the Chairman of the Drafting Com• 
mittee in the Constituent Assembly, can be interpreted 
both conjunctively and disjunctively, as the occasion 
may require. This implies that, on some occasions, 
!hese situations may arise severally, while, on others, 
m combination with one another. It is not possible 
to define precisely the expression 'external aggression', 
This expression bas also been used in Article 352 in 
the context of 'grave emergency'. Hence it is neces
sary to distinguish the contextual connotation and 
scope of this expression in Article 352 from its use 
in Article 355. 'External aggression' is a valid ground 
for action under Article 352(1), only if, in a grave 
emergency, it threatens the security of India or any 
part thereof. If the 'external aggression' is not of a 
gravity calling for action under Article 352, or does 
not involve a situation of failure of the Constitution, 
then the Union will be competent to take all appro· 
priate steps, other than action under Articles 352 and 
356, that it may consider necessary in fulfilment 
of its duty under Article 355. 

6.3.03 The Forty-fourth Constitutional Amend
ment substituted "armed rebellion" for "internal 
disturbance" in Article 35-2. "Internal disturbance" 
is, therefore, no longer a ground for taking action 
under that Article. Further, it cannot, by itself, 
be a ground for imposing President's rule under Arti· 
cle 356(1 ), if it is not intertwined with a situation where 
the government of a State cannot be carried on in 
accordance with th~_ p.E_ovisions of the Constitution. 

' 6.3.04 It is difficult to define precisely the concept 
of 'internal disturbance'. Similar provisions, how
ever, occur in the Constitutions of other countries. 
Article 16 of the Federal Constitution of Switzerland 
uses the expression "internal disorder". The Consti· 
tutions of the United States of America and Australia 
usen the expression 'domestic violence'. The framers 
of the Indian Constitution have, in place of this term, 
used the expression 'internal disturbance'. Obviously, 
they have done so as they intended to cover not only 
domestic violence, but something more. The scope 
of the term 'internal disturbance' is wider than 'domes· 
tic violence' .. It conveys the sense of 'domestic chaos', 
which takes the colour of a security threat from its 
associate expression, 'external aggression'. Such a 
chaos could be due to various ceauses. Large-scale 
public disorder which throws out of gear the even 
tempo of administration and endangers the security 
of the State, is ordinarily, one such cause. Such 
an internal disturbance is normally man-made. But 
it can be Nature-made, also. Natural calamities of 
unprecedented magnitude, such as flood, cyclone, 
earth quake, epidemic, etc. may paralyse the govern· 
ment of the State and put its security in jeopardy. 

"· Constituent Assembly Debates (Revbtd Fditicn), 
Vol. JX-Page 175. 

"· Commonwealth of 1 Australia 'Constituticn Act 1900 
' Section 119. 



6.3.05 Deployment of the Union armed forces for 
quelling puollc disorder, or internal disturbance~ or 
tor protecung Central Government property or mstal
lations, has ·generated controversy between some 
States and the Union. One. State Government is 
of the view that Article 355 does not in any way add 
to the powers of the Union and may well be omitted, 
as the President may legitimately take over the adminis
tration of a State under Article 356, if, for some rea
son, the State Government does not make a request 
or does not give its concurrence to deployment of 
para-military forces of the Union in wd of civil 
power. In their view, such an action would clear 
the way for deployment of Union's forces at the re
quest of or with the concurrence of the Governor's 
administration. In this context, several questions 
arise for consideration. Is Article 355 necessary and, 
if so, what is its scope? Does it-apart from impo
sing a duty--confer a power on the Union Execuuve 
to deploy, suo motu its forces, armed or unarmed, 
to suppress an internal disturbance, in a situation 
not amounting to break-down of the constitutional 
machinery in the State 'I If so, what are the para
meters of that power ? What is the inter-relation
ship of Article 355, Entries 2 and 2A of the UnioD 
List, Entries 1 and 2 of the State List and Entries 1. 
and 2 of the Concurrent List? 

6.3.06 Before we attempt to answer these questions, 
it is necessary to take note of the powers of the Fede
ral Government to deal with puollc disorders, under 

'·the Constitutions of the older Federations, viz. 
:Australia, Switzerland and the United States of Ame
'rica and under the more recent Constitution of West 
Germany. In Australia, Section 119 of the Common
wealth Constitution _provides that "the Common
wealth shall protect every State against invasion 
and on -the application of the Executive Government 
of the State; against domestic violence". The implica
tions of the second part of this Section are as follows. 
In so far as the State Governments, through their 
police forces, are primarily responsible for law and 
order, Commonwealth lllllltary or police action can 
only be taken on matters alfecting the "peace, order 
and good Government" of a State at the request of 
the State Government. However, where the viOlence 
is directed against Commonwealth institutions or 

: affects matters falling within Commonwealth power, 
.. then the Commonwealth can intervene without a re
quest from the State in which the violence occurs or 
is imminent••. 

6.3.07 Article 16 of the Constitution of Switzerland 
(1874) gives unl~ted po:overs t? th:e_Federal ~ouncil 
to intervene, on 1ts own uutiatiV(,.m_case of mternal 
disorder where the Government of the threatened 
Canton is not in a- po;ition to summon assistance 
from the other Cantonal Governments, or if the dis
order endangers the sat",ty of Switzerland. The ex
pression "internal disorder" covers not only armed 
reoellion but also disturbances resulting from, for 
instance, a general strike. 

6.3.08 In the Chapter on 'AdJninistrative Relations', 
we have discussed the power of the Federal Govern
ment in th.: United States of Amenca to employ force 
if necessary to secure onforcement of Federal laws 

20. Lumb R.D. & Ryan K.W. ! The Constitution of tho 
Comlllonw~alth of Australia 1 Para 731. 
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and~of Supreme Court decisions and protection of 
Federal property. As pointed out there, the United 
States Supreme Court affirm, d in the case of Re Eugene 
Debs (158 US 564), that "the entire strength of the 
nation may be used to enforce in any part of the land, 
the full and free exercise of all national powers and se
curity of all rights entrusted by the Constitution" to 
its care". After this judgement, the requirement of an 
application from the affected State for aid under the 
Protection Clause in Article IV(4), vide para 6.2.07 
above, for suppression of domestic violence in the 
State, has, in practice, lost its importance. The r"sult 
is that "to-day we have to go further and recognise 
that the line, which Article IV impliedly draws 
between the ·•general peace" and the "domestic peace" 
of the individual States has become an extremely 
tenuous one" 21• 

6.3.09 In West Germany, in order to avert an im
minent danger to the existence or to the very demo
cratic basic order of the Federation or a State, the 
State Government may ask for the assistance of police 
forces of other States or of the Federal Border Guard. 
However, if the State Government is either not willing 
or not able to combat the danger, the Federal Gov
ernment may take under its control the police of that 
State and the police forces of other States also and, 
in addition, deploy units of the Federal Border Guard. 
If the danger extends to more than one State, the Fe
deral Government may, to combat the danger, issue 
instructions to the State Governments (Article 91 of 
the West German Constitution). 

6.3.10 We have discussed in Chapter II : "Le
gislative Relations", the main aspects of the question 
posed in para 6.3.05 above. To recapitulat..s, Article 
355 not only imposes a duty on the Uwon but also 
grants it, by necessary im.plication, the power of domg 
all such acts and employmg such means as are essen-, 
tially and reasonably necessary for the effective per-.• 
formance of that duty. However, it may be noted th~t. 
the Constitution does not, under Arucle 355, periDlt _ 
suspension of fundamental rights or change in the_. 
scheme of distribution of mutually exclusive powers 
with respect to matters in List 1 and List ll. Except 
to the extent of the use of the forces of the Union in a 
situation of violent upheaval or disturbance in a State, 
the other constitutional provisions governing Uni~n
State relationsb.ips continue as before. Unless a Na
tional Emergency is proclaimed under Article 352 or 
powers of the State Government are suspended under 
Article 356, the Union Government cannot assume 
sole responsibility for quelling such an mternal diS
turbance in a State to the exclusion of the State autho
rities charged with the maintenance of public order. 

6.3.11 Where, in a situatio!l of intern~ disturban
ce in a State, action under Article 356(1) IS cons1dered 
unnecessary or inexpedient, the Uwon Governmeut 
has the power to deploy its forces, suo motu, under Its 
control, to put it down and r,stor. ~ace. Exclus1~e 
control of the Union over _its armed ~orces and the!I 
deployment in aid of the c1vil P?We~ 10 a State, even 
before the insertion of Entry 2A m List 1 by the Forty
second Amendment, was relatable to Entry ~ of L1st 
I read with Article 73. Maintenance o~ public order, 
by the use of the armed forces of the Uwon, has always 
been outside the purvww of Entry I of List ll. 

Co · ~~ .. --' · The PNsidCilt,· 011ico and Poworo Zi· rwm,.-..w•"'. 
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6.3.12. The phrase "in aid of the civil power" in 
Entry 2A of List I is of wide import. In the context 
of public disorder or violent internal disturbances, 
these words mean 'in aid of the instrumentalities of the 
State charged with the maintenance of public order'. 
In such a case, the Union may use its armed forces to 
h lp the Jaw-enforcing authorities of the State. 
These words do not necessarily imply that the Union 
can deploy its forces only at the request of the State. 
It may happen that a State is unwilling or unable to 
suppress a serious break-down of Jaw and order or 
refuses to seek the aid of the armed forces of the Union, 
In such a situation, fast drifting towards anarchy or 
physical break-down of the State administration, the 
Union may, of its own motion, deploy its forces under 
its control and take whatever other steps are consi
dered reasonably necessary for suppressing the distur
bance in discharge of its duty under Article 355. This 
will also be consistent with its power under Entries 
2 and 2A of the Union List read with Article 73. 

6.3.13 It is important to distinguish 'internal dis
turbance' from ordinary problems relating to law and 
01 der. Maintenance of public order, excepting where 
it requires the use of the armed forces of the Union, 
is a responsibility of the States (Entry 1, List II). 
That being the case, 'internal disturbance' within the 
contemplation of Article 355 cannot be eqauted with 
m!re breaches of public peace. In terms of gravity 
and magnitude, it is intended to connote a far more 
serious situation. The difference between a situation 
of public disorder and 'internal disturbance' is not 
only one of degree but also of kind. While the latter 
is an aggravated form of public disorder which endang
ers the security of the State, the former involves re
latively minor breaches of the peace of purely local 
significance. When does a situation of public disorder 
aggravate into an 'internal disturbance' justifying 
Union intervention, is a matter that has been left by 
the Constitutic n to the judgement and good sense of 
the Union Government. 

6.3.14 Under Article 355, a whole range of action 
on the part of the Union is possible depending on the 
circumstances of the case, the nature, the timing and 
the gravity of the internal disturbance. In some cases, 
advisory assistance by the Union to the State for ~he 
most appropriate deployment of its resources may 
suffice. In more serious situations, augmentation of 
the State's own efforts by rendering Union assistance 
in men, material and finance may be necessary. If 
it is a violent upheaval or a situation of external ag
gression (not amounting to a grave ~mergency _under 
Article 352), deployment of the Umon forces m a~d 
of the police and magistracy of the State may be suf
ficient to deal with the problem. 

6.3.15 Normally, a State would actively seek assis
tance of the Union to meet such a crisis. However, as 
already noted above, the scope of Article 355 is wide 
enough to enable the UD!on to render all assista~ce 
including deployment of Its armed forces, notwith
standing the fact that the State Government has made 
no specific request. The Union will be entitled to do 
1.0, on its own motion, in discharge of its paramount 
responsibility under Article 355. Action to be taken 
by the Union may include measures to prevent recur
rence of such a crisis. 
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6.3.1 6 This, in short, is the legal position. Never
theless, it must be remembered that what is legally 
permissible may not be politically proper. Situations 
of internal disturbance can effectively be tackled only 
through concerted and coordinated action of the Union 
Forces and the State instrumentalities concerned. In 
practice, before deploying its Forces in a State, the 
Union should sound the State Government and seek 
its cooperation. We have dealt with these aspects in 
detail in Chapter VII. 

6.3.17 We are of the view that, when an 'external 
aggression' or 'internal disturbance' paralyses the State 
administration creating a situation drifting towards 
a potential break -down of the constitutional machi
nery of the State, all alternative courses available to the 
Union for discharging its paramount responsibility 
under Article 355 should be exhausted to contain 
the situation. 

6.3.18 The third limb of Article 355 casts a duty 
on the Union to ensure that the Government of the 
State is carried on in accordance with the Constitution. 
The remedy for break-down of constitutional machi
nery has been provided in Article 356. Our Constitution 
provides a constitution both for the Union and for 
the States and demarcates their powers and responsi
bilities, executive and legislative. An important federal 
principle underlying this scheme is the right of every 
State to function undisturbed within its demarcated 
sphere in accordance with the Constitution. At the 
same time, States are also under a liability not to carry 
on the Government in a manner which will bring 
about a failure of the Constitutional machinery22. 

Article 356-Scope and Effect 

6.3.19 Article 356 provides for a Proclamation 
by the President if he is satisfied that a situation has 
arisen in which the government of the State cannot be 
carried on in accordance with the provisions of the 
Constitutkn. This satisfaction of the President is a 
condition precedent to the exercise of this power. Such 
a Proclamation may declare that the powers of the 
State Legislature shall be exercisable by or under the 
authority of Parliament. By virtue of Article 357, 
Parliament may confer that legislative power on the 
President and authorise him to further delegate it to 
any other authority. By the Proclamation, the_ President 
may assume to himself all or any of the functiOns of the 
Government of the State and all or any of the powers 
vested in or exercisable by the Governor or any body 
or authority in the State other than the Legislature 
of the State. In the result, the executive power of the 
State which is normally exercisable by the Governor 
with the aid and advice of his Council of Ministers, be
comes exercisable by the Union Government, and t~e 
legislative power of the State by or under the authonty 
of Parliament. The Proclamation may make consequen· 
tial provisions including suspension of the operation 
of Constitutional provisions relating to any body 
or authority of the State. The administration of the 
State, for all practical purposes, is taken over by 
the Union Government. 

6.3.20 Clause (3) of the Article requires the Pro
clamation to be laid before each House of Parliament, 
and unless appro'<ed by them, it ceases to operate at 

22. Seervai, H.M., Constitutional Law of . India (Third 
Edition), Volume II, Page 2629. 



the expiration of two months. If the Proclamation is 
approved by resolutions of both the Houses, it will 
remain operative for a period of six months from the 
date of its issue. This period can be extended for 
another six months if it is further approved by both 
the Houses. But, no such approval may be given con
tinuing the operation of a Proclamation beyond one 
year from the date of its issue, except as provided in 
clause (5) of the Article. If, however, both the condi
tions laid down in clause (5) of the Article are satis
fied, the Proclamation can be continued for a further 
period not exceeding three years in all. These condi
tions are : (i) a Proclamation of Emergency is in ope
ration in the State, and (ii) the Election Commission 
has certified that the continuance in force of the Pro
clamation is necessary on account of difficulties in 
holding general elections. 

6.3.21 There is, however, no provision in Article 
356 similar to that in clauses (7) and (8) of Article 352, 
which enables the House of the People to disapprove 
by resolution the continuance in force of such a Pro
clamation. 

6.3.22 Imposition of President's Rule thus brings 
to an end, for the time being, a government in the 
State responsible to the State Legislature. Indeed, 
this is a very drastic power. Exercised correctly, it 
may operate as a safety mechanism for the system. 
Abused or misused, it can destroy the constitutional 
equilibrium between the Union and the States. 

6.3.23 In Article 356, the expression, "the govern
ment of the State cannot be carried on in accordance 
with the provisions of the Constitution", is couched 
in wide terms. It is, therefore, necessary to under
stand its true import and ambit. In the day-to-day 
administration of the State, its various functionaries 
in the discharge of their multiparious re~ponsibilities 
take decisions or actions which may not, m some par
ticular or the other, be strictly in accord with all 
the provisions of the Constitution_. S~ould ever~ ~uch 
breach or infraction of a constitutiOnal proVISIOn. 
irrespective of its signifi:a~ce, extent and e!fec~, be 
taken to constitute a ' failure of the constitutional 
machinery" within the contemplation ~f Article 3~6 
In our opinion, the answer to the questiOn mu~t be m 
the negative. We have already noted. that by v1rtue of 
Article 355 it is the duty of the Uruon to ensure that 
the Government of every State is carri~d C!n in acc.or
dance with the provisions of the ConstitutiOn. Article 
356, on the other hand, provides the remedy w~en 
there has been an actual break-down of the cons.tltu
tional machinery of the State. Any. a~ use or m1suse 
of this drastic power dm_nages th~ fabr~c o~ the Con
stitution whereas the obJect of this ArtiCle IS to enable 
the Uni~n to take remedial action consequent upon 
break-down of the constitutio!lal machinery, so that 
that governance of the State m accordance w1th ~he 
provisions of the Constit.ution, is restC!red. A w1de 
literal construction of Art1cle 356 (I), w1ll reduce the 
constitutional distribution of the powers between the 
Union and the States to a li~nce dependent o.n t~e 
pleasure of the Union Executive 23• Further, 1t wlil 
enable the Union Execut1ve to cut at the root ?f the 
democratic Parliamentary form of government In the 

23. Basu o.D., Shorter Constitution of India, 91h Edn. 
P• 822. 
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State ••. It must, therefore, be rejected in favour of a 
construction which will preserve that form of govern
ment. Hence, the exercise of the power under Article 
356 must be limited to rectifying a 'failure of the con
stitutional machinery in the State'. The marginal hea
ding of Article 356 also points to the same construc
tion. 

6.3.24 Another point for consideration is, whether 
'external aggression' or 'internal disturbance' is to 
be read as an indispensable element of the situation 
of failure of the constitutional machinery in a State, 
the existence of which is a pre-requisite for the ex
ercise of the power under Article 356. We are clear 
in our mind that the answer to this question should 
be in the negative. On the one hand, 'external aggres
sion' or 'internal disturbance' may not necessarily 
create a situation where govenment of the State 
cannot be carried on in accordance with the Consti
tution. On the other, a failure of the constitutional 
machinery in the State may occur, without there being 
a situation of 'external aggression' or 'internal distur
bance'. 

4. FAILURE OFCONSTITUTIONALMACHINERY 

6.4.01 A failure of constitutional machinery may 
occur in a number of ways. Factors which contribute 
to such a situation are diverse and imponderable. It 
is, therefore, difficult to give an exhaustive catalogue 
of all situations which would fall within the sweeP 
of the phrase, "the government of the State cannot 
be carried on in accordance with the provisions of 
this Constitution". Even so, some instances of what 
does and what does not constitute a constitutional 
failure within the contemplation of this Article, may 
be grouped and discussed under the following heads : 

(a) Political crisis. 
(b) Internal subversion. 
(c) Physical break-down. 
(d) Non-compliance with constitutional directions 

of the Union Executive. 

It is not claimed that this categorisation is compre
hensive or perfect. There can be no water-tight com· 
partmentalisation, as many situations of constitutio
nal failure will have elements of more than one type. 
Nonetheless, it will helP determine whether or not, 
in a given situation it will be proper to invoke this 
last-resort power under Article 356. 

Political Crisis 

6.4.02 A constitutional break-down may _be the 
outcome of a political crisis or dead-Jock. Th1s may 
occur where-

(i) after a General Election no party or coalition 
of parties or groups is able t? secure an 
absolute majority in the LegislatiVe Assembly, 
and, despite exploration of a~l po~sible alter
natives by the Governor, a s1tuat10n emerges 
in which there is complete demonstrated 
inability to form a government commanding 
confidence of the Legislative Assembly 

24. Seervai H.M., Vol.ll (Jrd Edn.) Page 262S referring to 
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(ii) a Ministry resigns or is dismissed on loss of 
its m.1jority support in the Assembly and no 
altern.1tive g.lVernment commending the con
fid.:nc.:: of the Ass~mbly can be form.d ; 

(iii) the party having a majority in the Assembly 
refuses to form or continue the Ministry and 
all possible al~rnativ~s explored by the Gover
nor t.o find. a coalition Ministry comm,nding 
a maJonty m the Assembly, have failed. 

6.4.03 In all the above situations, one or mor~ 
alternatives may be available to the Governor bdore 
he rt;COmmends Proclamation of President"s rule under 
Article356. He maydissolvethe Assembly so that fresh 
elections may be held, thereby leaving the political 
deadlock to be resolved by the electorate. In the 
situation described at (ii) of para 6.4.02 above, the 
Governor may, in addition, continue the outgoing 
Ministry for a short period as a caretaker government 
until elections are held and a new Ministry takes over. 
But the legality oftnese alternative courses is one 
thing and tlleir propriety or feasibility another. 

6.4.04 Normally, the power of dissolution of the 
Assembly is to be exercised by the Governor on the 
advice of his Ministry. But such advice ceases to be 
binding on him as soon as the Ministry loses majority 
support and the requirement of Article 164(2) that the 
Ministry shall be collectively respvnsible to the Le
gislative Assembly is no longer fulfilled. Some State 

.Governments have suggested that, even when Presi
dent's rule is proclaimed on account of a political 
crisis, fresh elections should invariably be held as 
early as possible, say, within 3 to 6 months. The ques
tion whether the Assembly should be dissolved has 
to be examined from a number of angles. 

6.4.05 If the Assembly has continued for more 
than, say, half its normal duration, dissolution may be 
a preferred course of actwn. The political views of 
the electorate and their support to the different poli
tical parties in the State may have got substantially 
transformed since the elections were last held. There 
may be strong reasons to presume that the relative 
strength of tile political parties in the Assembly will 
very likely undergo a radical altt.ration if fresh elec
tions are held. Circumstances such as these will clearly 
indicate that fresh elections should not be postponed. 

6.4.06 In any situation other than those described 
in the preceding paragraph, the question whether 
fresh elections should be held, will have to be decided 
by the Gowrnor after cardully weighing all relevant 
considerations. Frequent elections disturb the conti
nuity of administration and put a brake on the pace of 
d:v"lopm"ntal activities. Th:y also stir up emotions 
of the people and tend to distract their attention for 
prolonged periods from their normal business. Also 
holding of elections at short intervals is a luxury' 
which the nation's exch; quer can ill-afford. At the 
same time, the people of a State should not be denied 
the earliest opportunity to elect an Assembly and 
Government of their choic.;. 

. 6.4.07 In deciding the questiun of having fresh elec
twns, the Gowrnor should consult the kaden of the 
political parties involved and the Chief Election 
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Commissioner. The Governor should also consider 
whether, in the law and order situation obtaining in the 
State, free and fair elections can be held, without 
avoidable delay. 

6.4.0S We recommend that, in a situation of po
tential political break-down, the Governor should 
explort. all possibilities of having a governmtnt en
joying majority support in the Assembly. If it is 
not possible for. such a government to be installed 
and if fresh elections can be held without avoidable 
delay, he should ask the outgoing Ministry, if there is 
one, to continue as a caretaker government. provided 
the Ministry was defeat,d solely on a major policy 
issue. unconnected with any allegations of maladmi
nistration or corruption and is aggree• ble to continue. 
The continuance, in these circumstances, of the out· 
going Ministry as a caretaker government would be 
unexceptionable and indeed proper. The Governor 
should th~n dissolve the Legislative Assembly,leaving 
the resolution of the constitutional crisis to the elec
torate. During the interim period, the caretaker go
ernment should be allowed to function. As a matter 
of convention, the caretaker government should 
mcrdy carry on the day-to-day government and 
desist from taking any major policy decision. 

6.4.09 If the important ingredients described 
above are absent, it would not be proper for the Gov
ernor to dissolve the Assembly and install a caretaker• 
government. The Governor should recommend pro· 
clamation of President's rule without dissolving the 
Assembly. 

Internal Subversion 

6.4.10 As a corollary of Article 355, it follows that 
correlated to the duty of the Union to preserve the 
democratic 'Parliamentary' form of government in the 
States contemplated by the Constitution, the States 
are also under a liabilitynottocarry,on the government 
in a manner contrary to or subversive of the provisions 
of the Constitution. In the light of these principles, 
the following are some instances of a situation of cons
titutional break-down due to internal subversion : 

(i) Wh~re the governme~t of a ~ta~, alt~OUjlh 
carried on by a Mtmstry enJoymg maJonty 
support in the Assembly, has been deliberately 
conducted for a period of time in disregard of 
the Constitution and the law; 

(ii) Where the Government of the State delibera
tely creates a dead-lock, or pursues a policy 
to bring the system of responsible government 
envisaged by the Constitution, to a stand till; 

(iii) Where the State Government, although os
tensibly acting within the constitutional forms, 
designedly flouts principles and conventions 
of responsible Government to substitute for 
them some form of dictatorship 

And in each of the situations (i), (ii) and (iii) the 
alternative steps, including other correctives 
and warnings, fail to remedy the distortion or 
bring back the errant State Oovel'llment to the 
Constitutional path 1 



(iv) Where a Ministry, although properly con
stituted, violates the provisions of the Consti
tution or seeks to use its constitutional powers 
for purposes notauthorised by the Constitution 
and other correctives and warnings fail; 

(v) Where the State Government is fomenting a 
violent revolution or revolt with or without the 
<;onnivance of a foreign power. 

Physical break-down 

6.4.11 The following are some instances of physical 
break-down : 

(i) Where a Ministry, although properly cons
tituted either refuses to discharge its responsi
bilities' to deal with a situation of'internal dis
turbance' or is unable to deal with such a si
tuation ~hich paralyses the adminstration, 
and endangers the security of the State. 

(ii) Where a natural calamity such as an earth
quake, cyclone, epidemic, flood, etc. of unpre
c~d:nted magnitude and severity, completely 
paralyses the administration and endangers 
the security of the State and the State Gov
ernment is unwilling or unable to exercise its 
governmental power to relieve it. 

Non-compliacne with constitutional Directions of the 
Union Government 

6.4.12 The following are illustratkns of a break
down due to nr:>a-compliance by a State Government 
with the directions of the Union Government :-

(i) Where a direction issued by the Union in the. 
exercise of its executive power under any pro
vision of the Constitution, such as, Articles 
256 257 and 339(2) or, during an Emergency 
under Article 353, is not complied with by ~he 
State Government inspite of adequate warntng 
and opportunity, and the President thereupon 
holds under Article 365 that a situation, such 
as that contemplated in Article 356, has 
arisen; 

(ii) If public disorder of any magnitude endan
gering the security of the State, takes place, 
it is the duty of the State. Government to keeP 
the Union Government mformed of such dis
order, and if the State fll;ils to do so, s~ch failure 
may amount to impedmg th~ exerc1se of the 
eXecutive power of t~e. Unwn Go-:ern~ent 
and justify the latter gwmg appropnt~ dl~ec
tions under Article 257(1). If su~h a d1rect1?n 
given to the State by. the Umon ~xecut!ve 
under Article 257(1) 1s ~ot comphed _w1th 
inspite of adequate warnm~, t~e Pres1dent 
thereupon may hold that a s1tuatto~~; such as 
contemplated in Article 356, has ansen. 

5 ILLUSTRATIONS OF IMPROPER INVOKING 
' OF ARTICLE 356 

6 5 01 In the preceding paragmphs we have noti
ced· 'me instances of situations involving failure of 
the ~~nstitutional machinery where the power .under 
Article 356could be properly invoked. Someexap~ples 
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are given below of situations in which it may be 
improper, if not illegal, to invoke the provisions of 
Article 356 : 

(i) A situation of maladministration in a State 
where a duly constituted Ministry enjoying maj
ority support in the Assembly, is in office. Im
position of President's rule in such a situation 
will be extraneous to the purpose for which 
the power under Article 356 has been confer
red. It was made indubitably clear by the 
Constitution-framers that this power is not 
m~ant to be exercised for the purpose of 
securing good government. 

(ii) Where a Ministry resigns or is dismissed on 
losing its majority support in the Assembly 
and the Governor recommends, imposition of 
Presid, nt's rule without exploring the possibi
lity of installing an alternative government 
enjoying such support or ordering fresh elec
tions. 

(iii) Where, despite the advice of a duly constituted 
Ministry which has not been defeated on the 
floor of the House, the Governor declines to 
dissolve the Assembly and without giving the 
Ministry an opportunity to demonstrate its 
majority support through the 'floor test', re
commends its supersession and imposition of 
President's rule merely on his subjective asses
men! that the Ministry no longer commands 
the confidence of the Assembly. 

(iv) Where Article 356 is sought .to be in_v~ked 
for superseding the duly constituted Mm1stry 
and dissolving the State Legislative Assem
bly on the sole ground that, in the General 
Elections to the Lo k Sa bha, the ruling party 
in the State, has suffered a massive dt:feat. 

(v) Where in a situation of 'i~ternal dis~urb.ance', 
not amounting to or vergmg on abd1cattCn of 
its governmental powers by the State _Govefll;
ment, all possible measures to contam the SI
tuation by the Uni0n in the discharge of its 
duty, under Article 355, have not been exhaus
ted. 

(vi) The use of the power. under ~rticl«: 35~ will 
be improper if, in the tllustrr tl{'ns gtven m the 
preceding pargraphs 6.4.10, 6.4.1.1 and 6.4.12, 
the President gives no prior wammg or oppo_r
tunity to the State Governmen.t to correct .It
self. Such a warning can be dispensed ~1th 
only in cases of extreme urgency where fa1lure 
on the part of the Uni0n to ~ake immedill;te 
action, under Article 356, w1ll lead to dts
astrous consequences. 

(vii) Where in response to the prior war~ing. or 
notice or to an informal or formal d1rect1on 
under Articles 256, 257, etc. the State Govern
ment either applies the corrective and thus 
complies with the direction, '?r satis~es ~he 
Union Executive that the warnmg or dtrect!On 
was based on incorrect facts, it shall t~,?t b.e 
pr0per for the President to h0ld that a SI
tuation has arisen in which the Government 
of the State cannot be carried on in accordance 



\\ith the provtstons of this Constitution". 
Henee. in such a situation, also, Article 356 
cannot be propc:rly invoked. 

(viii) The use of this p:l\ver to sort out internal 
difl'erenees or intra-party problems of the rul
ing party would not be constitutionally correct. 

(ix) This p.lwer cannot be legitimately exercised 
on the sole ground of stringent financial exi
gencies of the State. 

(x) This power cannot be invoked, merely on the 
ground that there are serious allegations of cor
ruption against the Ministry. 

(xi) The exercise of this power, for a purpose 
extraneous or irrelevant to the one for which 
it has been conferred by the Constitution, 
would be vitiated by legal mala fides. 

6. APPLICATION OF ARTICLE 356 

6.6.01 The main point of the criticism in regard 
to the use of Article 356 is that, more often than not, 
it has been interpreted and applied differently in simi
lar situations to suit the political interests of the 
party in power in the Union. It has been alleged 
that, motivated by such extraneous consideratons.-

(i) Opposition parties or groups had not been 
given a chance to form alternate government. 

(ii) Legislative Assemblies were dissolved or kept 
in a state of suspended animation. 

(ill) President's rule was used for partisan pur
poses like buying time to realign party streng
ths of sorting out intra-party differences or for 
resolving leadership crisis, etc. 

(iv) President's rule was used to dislodge State 
Governments run by parties or coalitions 
other than the party in power at the Union, 
on plea of corruption, political instability, mala
dministration, unhappy state of law and order, 
etc. even though they commended the confiden
ce of their respective Assemblies. 

6.6.02 Thus, the principal issue that calls for consi
deration is, how far there is substance in this criti
cism? For this purpose, basic information relevant 
to the numerous cases of imposition of president's 
rule use collected from various sources. Efforts 
were also made as far as possible to get the factual 
information, thus collected, varified from the original 
sources. Annexure VI, 3 gives a chronological list of 
all the instances wherein proclamations under Ar
ticle 356 were made. Annexure VI, 4 contains the gist 
of circumstances of the situation of each case in which 
this provision was invoked. ~actual informati~n 
relating to these cases was studted and analysed m 
the light of the criteria indicated in the foregoing 
pargraphs 6.4.02 to 6.4.12. A synopsis of the study 
thus made, is given in the following paragraphs. 

Wholesale use of article 356 in 1977 and 1980 for 
political purpose 

6.6.03 The cases which are considered under this 
marginal sub-head are : instances furnished by 
tho proclamation of President's rule by Janata Govern-
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ment on April 31, 1977, in nine States and simulta
neous dissolution of their Assemblies, and the repe
titition of the same in nine States on similar grounds 
by the Congress (I) Government in 1980. The facts 
of the first group of cases were as follows. 

6.6.04 In the 1977 Elections to the Lok Sabha, 
the ruling Congress (l) lost its majority in nine states, 
namely, Haryana, Punjab, Himachal Pradesh, Uttar 
Pradesh , Bihar, Orissa, West Bengal, Madhya Pra
desh and Rajasthan, securing only 153 seats as against 
350 in the 1971 Elections. On March 24, 1977, the 
Janata Party which had obtained an overwhelming 
majority of seats in the Elections formed the new 
Government in the Union. On that date, Congress 
(I) Governments were functioning in these nine States 
enjoying majority support in their respective Assem
blies. The Union Home Minister on April 18, 1977 
addressed a letter25 to the Chief Ministers of these 
States stating that "the most unprecedented political 
situation arising out of the virtt·al rejr.ction, in the 
recent Lok Sabha electons, of candidate's belonging 
to the ruling party in various States", with "the re-
sultant climate of uncertainty ...... causing grave 
concern to use", "has already given rise to serious 
threats to law and order". On these premises, he 
"earnestly commended" for their consideration that 
they may advise the Governors of their respective 
States "to dissolve the State Assemblies in exercise 
of powers under Article 174(2)(b) and seek a fresh 
mandate from the electorate". Thereafter, on April 
22, 1977, in an interview,•• reported in the Press, 
the Union Minister of Law said that "a clear case has 
been made out for the dissolution of the Assemblies 
in nine Congress ruled States and holding of fresh 
elections" since a "serious doubt has been cast on 
their enjoying the people's confidence, their party 
having been rejected in the recent Lok Sabha elec
tions". 

Rajasthan and others Vs Union of India, AIR 1977 
sc 1361 

6.6.05 Six of these States filed suits27 under Ar 
ticle 131 of the Constitution in the Supreme Cour
praying for a declaration that the Ietterof the Home 
Minister was illegal, and ultra vires of the Constitution 
and prayed for an interim injunction restraining the 
Union Government from resorting to Article 356, 
and for a permanent injuction restraining the Union 
Government from taking any step to dissolve their 

. Assemblies before the expiry of their term fixed by 
the Constitution. Three Members of the Legislative 
Assembly of the Punjab also field a Writ Petitition in 
the Supreme Court impugning the same matter and 
praying substantially for the same relief. 

Preliminary objections of the Union 

6.6.06 The Union ratsed three preliminary ob
jections : 

(a) That the suit was not maintainable under 
Article 131 ; 

2S. State of Rajasthan Y. Union of India AIR 1977 (SC 
1361), Para 22. . 

26. ibid, Para 23.' 
27. Ibd, Para I, 



(b) that the questions which arise for gauging the 
existence of a situation calling for action under 
Article 356 are, by their very nature, non
justiciable and they are also expressely made 
non-justiciable by Clause (5) of the Article ; 

(c) that the suit and the writ petitition were prema
ture as the process which was being challenged 
might or might not actually produce the appre
hended result or action. 

On Preliminary Grounds Court held the question non
Justiciable 

6.6.07 Although the learned Judges constituting 
the Bench gave separate reasons, they were agreed 
that the suit/petition was liable to dismissal on any 
one or mote of the preliminary grounds. Goswami, 
Fazal Ali and Untwalia, JJ, were of the view that the 
plaintiffs had no locus standi to maintain the suit. 
Untwalia J. did not want to rest his judgement on 
this technical ground alone. Beg CJ. and Faze I Ali J. 
held that the suit was premature. There was general 
agreement among all the judges that the matter in 
question was beyond the range of judicial review either 
because it was of a political nature, regarding which 
the President's subjective satisfaction was conclusive, 
or was otherwise non-justiciable in view of the bar 
to the Court's jurisdiction in Clause (5) of the Article. 
The Court, however, made it clear that the President's 
'satisfaction' would be open to judicial review only 
in those exceptional cases where on facts admitted 
or disclosed, it is manifest that it is mala fide or is 
based on wholly extreneous or irrelevant grounc' s. 
After an elaborate discussion, the court held that the 
case before it did not L II within this exception. 

6.6.08 Although r II the learned Judges did not re
fer to clause (5), expressely or in detail, they were 
very much conscious of this formidable hurdle in 
their way. Clause (5) as it then stood, was as under : 

"Notwithstanding anything in this Constitution, 
the satisfaction of the President mentioned in Clause 
(I) shall be final and conclusive and shall not be 
questioned in any Court on any ground", 

The Forty-Fourth Amendment he s removed this im
pediment to the Court's jurisdiction. 

6.6.09 All said and done, it will not be correct to 
read the judgement in Rajasthan case as settling the 
question of the constitutional propri~tY. of the us~ ~f 
Article 356, for the purpose of dismissmg the MiniS
try and dissolving the Legislative Assembly of a St te 
on the sole ground that, in Elect ions to the Lok Sabha, 

. the ruling party in the State has suffered an overwhel
ming defeat. The court guarded against the possibility 
of drawing from its judgement any such inference, 
when, speaking through Bhagwati J., it observed: 
" ........ merely because the ruling party in a 
State suffers defeat in the electk ns to the Lok Sabha 
•......... by itself can be no ground for saying that 
the Government of the State cannot be carried on in 
accordance with the provisions of the Constitution. 
The Federal Structure under our Constitution clearly 
postulates that there may be one party in power in the 
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State and another at the Centre"••. At the state when 
the case was heard and decided, the matter was prema
ture. No action under Article 356(l)had ye: been taken. 
The court ther<fcre observed. "It Wo11ld be hnzor
dous in the extreme to proceed on the assumption that 
this would be the only ground before the Council 
of Ministers when it considers whether or not to take 
action under Article 356 clause {I), and that "new 
gre>unds may emerge".•• 

6.6.10 An overwhelming majority, including for
mer Governors, Ministers, statesmen, parliamentari
ans and political scientists, of those who were inter
viewed by us, were unanimous in expressing the view 
that the use of Article 356(1) in 1977 by the then 
Union Government and dissolution of the Assemblies 
in the 9 States and the repetition • f the same experi
ment on the same grounds by the successor Govern
ment in 1980, was clearly improper. In our opinion, 
these 18 cases are typical instaness of wholesale 
misuse of Article 356 for political purposes, extrane
ous to the one for which the power has been confer
red by the Constitution. 

Rajasthan case bigblighted in efficacy of constitutional 
Checks 

6.6.11 Be that as it may, Rajasthan case is impor
tant in as much as it highlighted the inadequacy of the 
two checks exr licitly or implicitly recognised by the 
Constitution against the capricious ].!Se of this extra
ordinary power. Firstly, it exposed the utter inefficacy 
of the control of each House of Parliament as a 
safeguard provided in clause (3) of Article 356. The 
Court found that, for two months from its issue, a 
proclamation under clause (I) of the Article remains 
in full force and effect, irrespective of any approval or 
no-approval of parliament. If, within these two mon
ths, on the basis of that Proclamation an irrevocable 
order such as dissolution of the State Legislative 
Asse~bly, is passed, either House of Parliament can
not, when the proclamation is laid before the.m. as 
enjoined by clause (3), undo the same. In our opm10n, 
it is high time that this loophole is plugged and t~e 
control of parliament over the exercise of the drastic 
power in Article 356(1) made more effective. 

6.6.12 One State Government has suggested that 
Article 356(3) may be amended so that a Prodamation 
which is not placed before Parliament or is not appro
ved by it becomes inoperative from the time of its issue 
and all action taken in pursuance of such a proclama
tion becomes void ab initio. 

6.6.13 Proclamations have necessarily to be pla
ced before each Houee of Parliament under Article 
356(3). We, therefore, need consider only two situ, ti< ns 
a Proclamation may not be approved or may be 
specifically disapproved by Parliament. 

6.6.14 As noticed in para 6.6.11 ante, a proclama
tion under Article 356(1 ), notwithstanding that it has 
not been approved or has been disapproved ~y Parlia
ment remains in full force and effect for a penod of two 
months from the date of its issue, unless revoked 
earlier under clause (2) of the Article. A law made 

28. State of Rajasthan V. Union of India, AJF 1977 (SC 
1361), para 147. 

29. Ibid Para 146· 



during this period by the appropriate authority in 
accordnace with Article 357(1)(a) continues-by vir
tue of clause (2) of this Article-in force even after 
the proclamation has ceased to operate, till the law 
is altered or repealed or amended. As executive power 
is g!nerally co-extensive with legisl1tive power, this 
principle of continuity applies also to administrative 
action duly taken by the State and the Union Govern
ments in pursuance of a proclamation. 

6.6.15 The Cons:itution does nClt, therefore, con
template that actions daly taken, the rights acquired 
or liabilities incurred during the operation of the 
proclamation, should get affected by reason of the 
procbmation ceasing to be in fvrce. This is in con
formi!y with the general principle underlying section 
6 of the General Clauses Act, 1897. 

6.6.16 Another noteworthy feature is that it is f<>r 
the Union Executive to determine in its subjective 
judgement whether a sit~atk·n in a state is such as 
to warrant its intervention and action under Article 
356. Tims, a proclamation under Article 356(1) carrieg 
a strong presumption of itg validity which cannot 
be q:•estioned in court except on the limited ground 
of mala fides. 

6.6.17 If the sections duly taken by the Union 
Executive on the strength of a proclamation issued 
under Article 356(1) are to be deemed void ab initio 
in the event of Parliament not approving the pracla
matJcn, it will not only be repugnant to the b:~sic 
principles und~rlying thes~ provisions, but also lead 
to undesirable and anom1loug consequences. All 
actions taken, rights acc;uired, liabilities incurred, 
oblig:~tions undertaken, and penalties suffered there
under, will ipso fecto stand vacate<! and become 
non est in law. Such a 'no-gwemment' interreg
num or vacuum is anti-thetical to the scheme of the 
Constitution. In fact, the confusion and chaos resul
ting fcom the regression might precipitate a situation 
necessitating imp:>sition 0f the President's rule once 
again. Moreever, it will not be a workable prop:>si
tion because all actions taken by the Union Executive 
under the proclamation, may not be inherently revo
cable. Many of them may be of the nature of a fait 
accompli, or a matter settled and closed, and there
fore. irreversible. 

6.6.18 For the above reasors. we cannot support 
the sugge~tion referred to in para 6.6.12 above. 

• 
6.6.19 Two divergent suggestions have be·n recei-

ved by us in regard to the dissolution of the Legisla
tive A's~mbly. One sugge>tion is that the President 
should not, immediately on, or simultaneously with, 
the imoo5ition of President's Rule, dissolve the State 
Assembly till the prociamation is approved by Parlia
ment. This implies that the Legislative As.sembly 
shou11 be kept in a State of suspended animati· n till 
the p ·oclamation is laid before Parliament for appro
val. As against this, it has been argued that, to prevent 
defection and horse tre1ding during the President's 
Rul~. it is necessary to dissolv~ the Assembly imme· 
diatcly. We have considered carefully b:Jth the p"lints 
of view. We agree that the Union Executive should 
not be allowed to make the ce>ntrol of Parliament 
provided in Clau>e (3) of the Article wholly ineffective 
by an irrev-:nihlc deci>ion befor., Parliament has had 
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an opp:>rtunity to c:>nsider the Proclamation. In re
gard to the other suggestion that the Assembly should 
be dissolved immediatdy to curb the possibility of de
fection, We note that Parliament has passed the Con
stitution (Fifty-~econd Amendment) Act, 1985 to 
check this evil. 

6.6.20 We recommend that the State Legislative 
Assembly should not be dissolved either by the Gover
nor or the President before the Proclamation has been 
laid before Parliament and it hag had an opp:>rtunity 
to consider it. Article 356 should be suitably am~nd~d 
to ensure this. 

6.6.21 It has been further suggested by some emi
n:nt persons that safeguards an'llog.cus to those in 
clauses (3), (6), (7) and (8) of Article 352 should b~ 
drafted on Article 356, also. Article 352, in terms, 
deals with a situation of grave emergency; while Ar
ticle 356(1) does not use the word 'emergency' in the 
context of the situation contemrlated by it. The 
consequences of a proclamation of emergency issued 
under Article 352 are far more drastic and far-re·{
ching than of the one issued under Article 356. The 
safeguards provided in clauses (3) and (6) of Article 
352 are f•r more stringent than those contain~d in its 
clauses (7) and (8). 

6.6.22 We are, therefore, not in favour of sugges
ting in corporation in Article 356 provisions similar 
to those of clauses (3) and (6) of Article 352. 

6.6.23 We recommend that, in principle, safegua
rds corresponding to clauses (7) and (8) of Article 
which are less stringent-should be provided thro
ugh an amendment in Article 356. Such an amend
ment will make the control of Parliament over the 
exercise of this extraordinary power under Article 356 
more effective. This will also be consistent with an 
complementary to our recommendations in the prece
ding paragraphs. 

6.6.24 Secondly, the Rajasthan case has highligh
ted the limitations and difficulties of judicial review. 
Though the bar to the Court's jurisdiction in clause 
(5) of Article 356 has since been removed by the 
Forty-fourth Amendment, the judicial remedy. of 
seeking relief, even against a mala fide exercise of the 
power, will remain more or less illusory, if the basic 
facts on which the President, in effect, the Union 
;ouncil of Ministers, reaches the satisfaction requi
_;ite for taking action under Article 356(1), are not 
made known. Clause (2)of Article 74 bars the jurisdic
tion of the Courts to enquire into the question whe
ther any, and if so what, advice was tendered by the 
Ministers to the President for taking action under 
Article 356(1). If in a given case, the Union Govern
ment taking shelter behind this clause, refuses to dis
close a II such b:tsic facts and grounds, it can effecti
vely defeat even this tenuous rem~dy of judicial re
view. Jt is another matter that, by withholding such 
information, it may run the risk of court censure and 
public opprobrium. 

6.6.25 We recommend that to make the remedy of 
judicial review on the ground of mala fides a little 
more m:aningful, it should be provided, through an 
appropriate am:ndm·;nt, that "notwithstanding any
thing in clause (2) of Article 74 of the Constitution, 



!he. material facts and grounds on which Article 356(1) 
rs rnvo_kcd_ should be mrde an integral partofthe pro
clamatron rssued under that Article. This will also make 
the control of Parliament over the exercise of this 
power by the Union Executive, more effective. 

6.6.26 The power under Article 356 can be invo
ked if the President is satisfied about the existence of 
a situatic.n "in which the Government of a State can
not be carried on in accordance with the provisions 
of this Constitution". Most often, the President is 
moved to action on the report of the Governor al· 
though he can also acton informaticn received "other
wise". We note that the report of the Governor is being 
plaeed before each House of Parliament. We would 
emphasise that such a report of the Governor should 
be a "speaking document" containing a precise and 
clear statement of all material facts and grounds on 
the basis of which the President may satisfy himself 
as to the existence or otherwise of the situation con
templated in Article 356. 

6.6.27 Likewise, the information received "other 
wise" by the President must contain all the important 
facts to enable the President to form the requisite 
opinion. If the report or the information is vague or 
contains facts which are wholly irrelevant or extra
neous to the purpose for which the power has been con
ferred, President's proclamation, based on such a 
report or information, will be vulnerable to the char
ge of legal mala fides. Statement of all the basic 
facts in the Gov~rnor's report and its publication has 
become all the more necessary after the Forty-fourth 
Amendment of the Constitution which has removed 
•he bar to the jurisdiction of the Courts from th~ 
Article. 

6.6.28 Indeed, we understand, that the Union 
Government are not averse to the practice of publi
shing the Governor's report on the basis of which a 
Proclamation under Article 356(1) is issu~d. Recently, 
the Governor's report on which the President's Rule 
was imposed in Punjab with effect from May II, 1987, 
was published promptly and in full, in all the impor
tant newspapers in India. This is a very healthy prac
tice. We recommend that its observance with firm 
consistency shuuld continue in future also. 

o.6.29 We further recommend that normally, 
President's Rule in a State should be proclaimed on 
the basis of the Governor's report under Article 
356(1 ). This practice will operate not only as a check 
against arbitrary or hasty ~xercise of this extraordi
nary power but also save the Union Government from 
embarrasement in c~se of an error.lt will also protect 
them against an unwarranted accusation of malici
ous dismissal or suspension of the State Government. 
The Union Government is accountable for its action 
to Parliament. If the promulgation of the President's 
Rule is questioned in Parliament on the ground of 
mala fides or otherwise, the Union Government can 
dispel that charge on the ground that it had acted 
in good faith on the basis of the Governor's Report. 

Use of Article 356 

A-When Ministry Commanded Majority 

6.6.30 President's Rule was imposed in 13 cases 
even though the Ministry enjoyed a majority support 
in the Legislative Assembly. These cover instances 
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where provisions cf Article 356 were invoked to deal 
with intra-party problems or for coPsiderations n<t 
relev8nt lor the purpose of that Article. The procla
mation of President's Rule in Punjnb in June, 1951 
and in Auuhra Pradesh in January. 1973 are instances 
of the use of Article 356 for sorting out intra-party 
disputes. The imposition of President's rule in Tamil 
Nadu in 1976 and in Manipur in 1979, were on the 
consideration that there was maladministration in 
these States. 

B-Chance not given to form alternative Government 

6.6.31 In as many as 15 cases, where the'fMinistry 
resigned, other claimants were not given a chance to 
form an 3lternative government and have their majority 
support tested in the Legislative Assembly. Pro
clamation of President's rule in Kerala in March, 
1965 and in Uttar Pradesh in October, 1970 are exam
ples of denial of an opportunity to other claimants 
to formia Government. 

C-No caretaker Government formed 

6.6.32 In 3 cases, where it was found not possible 
to form a viable government and fresh elections were 
necessary, no care-taker Ministry was formed. · 

D-President's (rule inevitable 

6.6.33 In as many as 26 cases (including 3 arising 
out of States Reorganisation) it would appear that 
President's rule was inevitable. -

6.6.34 Situations arising out of non-compliance 
with directions of the type contemplated in Article 
365 have not occurred. so far. 

1. SUGGESTIONS BEFORE THE COMMISSION 

6.7.01 We have received valuable suggestions from 
the State Governments and many eminent persons. 
These cover a wide range dealing with the scope of 
Article 356 and the safeguards to be built into the 
system, to prevent misuse of the same. However, 
at the outset, it is necessary to deal with the drastic 
suggestion made by some that this Article mo y be 
deleted. As noted in Chapter I on "Perspective", 
there has been a growth in sub-nationalism which has 
tended to strengthen divisive forces and weaken 
the unity and integrity of the country. Linguistic 
chauvinism has also added a new dimension in kee
ping people apart. Dim memories of the historical 
past are being actively revived, to whip up animosities. 
Unity and integrity of the country is of para
mount import. nee. Unless there is a will and commit
ment to work for a united country, there are real 
dangers that regionalism, linguistic, chauvinism, 
communalism, casteism, etc. may foul the atmosphere 
to a point where secessionist thoughts start pervading 
the body politic. It is, therefore, necessary to pre
serve the overriding powers of the Union to enable 
it to deal with s~:ch situations and ensure that the 
government in the State is carried on in accordance 
with the provisions of the Constitution. We are 
firmly of the view that Article 356 should remain as 
ultimate Constitutional weapon to cope with such 
extreme situations. 



6. 7.02 Among the suggestions received, some seek 
to restrict the scope of Article 356 only to a serious 
br.:akdown of law and order paralysing the State 
administration and where the State Government lacks 
the will and capability to meet the situation. Some 
others are of the view that action under Article 356 
may also be taken where there is a complete failure to 
induct a government which can command a majority 
in the State Legislature. One State Government bali 
stated that the provisions of this Article may also 
be invoked in a situation "where the State Government 
undoubtedly engages in connivance at sabotage 
of national defence in case of actual or impending 
war". 

6.7.03 We have already explained that failure of 
constitutional machinery may occur in several ways 
due to various causes, all of which cannot be foreseen 
or put in the strait jacket of a statute and it is 
difficult to give an exhaustive catalogue of all situa
tions or combinations of situations, though, for cono
Vcnience, four broad heads have been mentioned in 
paragraph 6.4.01. Government connivance at sabo
tage is very serious matter. We have already pointed 
out in para 6.4.10 that States are under a liability not 
to carry on the government in a manner contrary to, 
or subversive of, the provisions of the Constitution. 
It would be a dangerously narrow view of cogCJ.izance 
of a situ <tion of connivance at sabotag: should be 
taken only in the context of national defence and 
only in the case of actual or impending war. We are, 
therefore, of the view that it would not be possible 
to limit the scope of action under Article 356 to 
specific situations. 

6.7.04 Having considered these suggestions carefully 
we recommend that article 356 should be used very 
sparingly, in extreme cases, as a measure of last 
resort, when all available alternatives fail to prevent 
or rectify the break-down of the constitutional machi
nery. All attempts should be made to resolve the 
crisis at the State level before taking recourse to the 
provisions of Article 356. The availability and choice 
of these alternatives will depend on the nature of 
the constitutional crisis, its causes, and exigencies 
of the situation. Since these factors are variable, 
any enumeration of such alternatives can, at best, be 
illustrative. Nor can the exhaustion of these alter
native courses, before invoking Article 356, be insis
ted upon as an absolute rule. These can be dispensed 
with in a case of extreme urgency, where failure on the 
part of the Union to take immediate action under 
Article 356 may lead to disastrous consequences. 

6.7.05 A number of safeguards have been suggested 
to prevent po;sible misuse of the provision of this 
Article. Some State Governments and others have 
suggested that the Inter-State Council should be 
consulted before a proclamation under Article 356 
is issued. One State Government has suggested that 
Article 356 should be amended to provide for prior 
approval of the Inter-State Council or its Standing 
Committees. They have also suggested that, in case 
elections cannot be held within six months after 
proclamation of President's rule, the Inter-State 
Council should be consulted again and its opinion 
placed before Parliament. It has been noticed earlier 
that the power under Article 356 is drastic precisely 
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because it is required to deal with an extraordinary 
situation. Although it is a power of last resort, 
yet, once it is invoked and the proclamation issued, 
the consequences follow immediately. Th! exi
gencies of a situation of constitutional break-down 
often require swift and effective action. Prior con
sultation with any other body or authority will hamper 
the speedy and efficacious exercise of this power in 
such urgent situations. Further, this will dilute the 
responsibility of the Union Executive for th: action 
taken under Article 356, to Parliament. 

6.7.06 It has been suggested to us that principleli 
of natural justice should be followed before a State 
Government is dismissed and President's rule imposed. 
It is suggested that, before sending his report, the 
Governor should communicate it to the State Govern
ment and obtain its comments. Again, before issue 
of a proclamation, the President should convey the 
reasons for the action contemplated and take into 
consideration the clarifications of the State Govern
ment before taking a final decision to impose Presi
dent's rule. Yet another suggestion is that, in keeping 
with the principles of fair-play and justice, warning 
should be given. 

6.7.07 We have carefully considered the above sug
gestions. We have emphasised the need to exhaust 
all possible alternative cours~s of ~ct!on to resolve 
the crisis before resorting to th~ provisions of Article 
356. It is apparent that the Governor, as the constitu
tional head of the State, and the President, in fulfil
m~nt of the duties cast upon the Union Executive 
under Article 355, would have exhausted all possible 
steps including consultation with the State Council 
of Ministers, where nec~ssary, to prevent a situation 
of breakdown of the constitutional machin~ry of the 
State, before resorting to action und~r Article 356. 
Therefore, there is no need for any show-cause notice 
to be issued by the Governor before sending his re
port or by the President before issue of proclama
tion. 

·--~ 

~ 

6. 7.08 However, we fully endorse the suggestion 
for issue of a warning before taking action under 
Article 356. The Chairman of the Drafting Commit
tee of the Constituent Assembly had made similar 
observations at the time of framing the Constitution. 
The warning to the errant State should be in 
specific terms to indicate that it is not carrying on 
the Government of the State in accordance with the 
Constitution. Before taking action under Article 
356, the explanation, if any, received from the State 
should be taken into account. However, this may 
not be possible in a situation when not taking 
immediate action would lead to disastrous conse
quences. 

6. 7.09 Article 356 was amended by the Constitution 
(Forty-fourth Amendment) Act. Clause (5) of Article 
356 so amended, provides that a resolution with res
pect to the continuance in force of a proclamation for 
a~y period beyond one year from th~ date of issue 
of such proclamation shall not be passed by either 
House of Parliament unless two conditions are satis
fied. Firstly, a Proclamation of Emergency is in 
operation in th; whole of India or as the case may be, 
in the whole or any part of the State, and secondly, 



the Election Commission certifies that the continu
ance in force of the proclamation during the extended 
period is necessary on account of difficulties in holding 
general elections to the Legislative Assembly of the 
State concerned. It has been urged before us by some 
that the new clause (5) has made for rigidity. The 
case of Punjab has been cited, where, in order to 
continue the President's rule beyond the period of 
one year, a constitutional amendment became neces
sary. On the other hand, it has been argued that 
keeping in view the alleged misuse of the provisions 
of Article 356 in the past, there is need for severe 
restrictions in respect ·of any extension beyond one 
year. While several State Governments consider 
that the existing provisions or appropriate, two have 
suggested that the position as was obtaining prior 
to th~ Forty-Fourth Amendment should be restored. 
Two other State Governments have suggested that a 
little more flexibility could be introduced without 
detracting from the present limitations by substitu
ting the word 'or' for the word 'and' between Sub
Clauses (a) and (b) of Clause (5) of Article 356. 

6.7.10 We have given careful consideration to both 
points of view. We do appreciate that it may become 
necessary to extend the p~riod of the Proclamation 
further if there is an 'Emergency' covering the whole 
of India or that State or any part of that State. Again, 
it may be necessary in case general elections cannot 
be held to the Legislative Assembly of the 
State. However, it is not clear why the co-existence 
of these two conditions should be a prerequisite 
to enable the continuance of the President's rule in a 
State beyond one year as there is no apparent causal 
relation betw 'en the two. We are of the view that 
it is not desirable to amend the Constitution from 
time to time merely for this purpose. We note that, 
after the Forty-fourth Amendment, while ins
tances of Proclamation of 'Emergeacy' under Article 
352 may be rare, situations where it is difficult to hold 
general elections to the State Assembly may occur 
from tim~ to time. In such a situation continuance 
of President's Rule may become necessary. The 
balance of advantage would seem to lie in delinking 
the two conditions so that, whenever either condi
tion is satisfied, president's rule could be continued 
even beyond one year with the approval of Parliament 
and repeated amendments of the Constitution avoi
ded. The crux of the whole issue is that the situation 
obtaining in the State at the time when the continu
ance of the President's rule is sought, should be 
such that the Government of the State cannot yet be 
carried on in accordance with the provisions of the 
Constitution. 

6.7.11 We recommend that in clause (5) of Article 
356 the word 'and' occurring between sub-claus·~s (a) 
and (b) should be substituted by 'or_' so that, if eith~r 
condition is satisfied, the proclamatiOn can be conti
nued in force beyond one year. 

6.7.12 We note that in certain ca~es, Pre~ide~t's 
Rule was continued beyond two months by 1ssumg 
a fresh Proclamation on the expiry of the first one. 
Appr,>V.ll of Parliament is necessary if the procla
mation is to be continued beyond two months (Clause 
(3), Article 356). The provisions of ~lanse ql are 
circumvented and the control of Parliament dtluted 
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if technically a •fresh' proclamation is issued substan
tially on the same facts, on the expiry of the first 
one. This will not be a desirable practice. 

6.7.13 We recommend that every Proclamation 
should be placed before each House of Parliament 
at the earliest and in any case before th~ expiry of 
the period of two months fr,,m its issue. 

8. RECOMMENDATIONS 

6.8.01 Article 356 should be used very sparingly, 
in extreme cases, as a measure of last resort, when 
all available alternatives fail to prevent or rectify a 
break-down of constitutional machinery in the State. 
All attempts should be made to resolve the crisis 
at the State level bef.,re tnking recourse to the 
provisions of Article 356. The availability and choice 
of these alternatives will depend on the nature of the 
constitutional crisis, its causes and exigencies of the 
situation. These alternatives may be dispensed with 
only in cases of extreme urgency where failure on 
the part of the Union to take immediate action Under 
Article 356 will lead to disastrous consequences. 

(Paragraph 6.7.04) 

6.8.02 A warning should be issued to the errant 
State, in specific terms, that it is not carrying on the 
Government of the State in accordance with the Con
stitution. Before taking action under Article 356, any 
explanation received from the State should be taken 
into account. However, this may not be possible in 
a situation when not taking immediate action would 
lead to disastrous consequences. 

(Paragraph 6.7.08) 

6.8.03 When an 'external aggression' or 'inter
nal disturbance' paralyses the State administration 
creating a situation drifting towards a potential 
breakdown of the Constitutional machinery of the 
State all alternative courses available to the Union 
for discharging its paramount responsibility under 
Article 355 should be exhausted to contain the situa
tion. 

(Paragraph 6.3.17) 

6.8.04 (a) In a situation of political breakdown, 
the Governor should explore all possibilities of hav
ing a government enjoying majority support in the 
Assembly. If it is not possible ~or such a government 
to be installed and if fresh electtons can be held with
out avoidable delay, he should ask the outgoing 
Ministry, if there is one, to con~inue as a caretaker 
oovernment, provided the Mimstry was d~feated 
~olely on a major polic~ ~ssue,_ unconnected \~tth any 
alleoations of maladmmistratton or corruptton and 
is agreeable to continue. The Governor sh~mld then 
dissolve the Legislative Ass.:mbly, leavmg the 
resolution of the constitutional crisis to the electorate. 
During the interim period, the caretaker government 
should be allowed to function. As a matter of 
convention, the caretaker government should_ merely 
carry on the d~y-to-d~y gov~r~ment and desist from 
takine any maJor pohcy deciston. 

- (P1ragraph 6.4.08) 



(b) If the important ingredients described above 
are a~sent, it would not be proper for the Governor 
to dissolve the Assembly and install a caretaker 
go\er~ent. The Governor should recommend pro
clamatiOn of President's rule without dissolving the 

Assembly. 

lP<.r ... gr;Th 6.4.09) 

6.8.05 Every Proclamation should be placed 
before each House of Parliament at the earliest, in 
any case before the expiry of the two month period 
contemplated in clause (3) of Article 356. 

(P;,rc gr<lfh 6.7.!3) 

6.8.06 The State Legislative Assembly should 
not be dissolved either by the Governor or the Pre
sident before the Proclamation issued under Article 
356 (1) has been laid before Parliament and it has 
had an opportunity to consider it. Article 356 
should be suitably amended to ensure this. 

(Paragraph 6.6.=.0) 

6.8.07 Safeguards correspc nding, in principle, to 
clauses (7) and (8) of Article 352 should be incor
porated in Article 356 to enable Parliament to review 
continuance in force of a Proclamation. 

(Paragraph 6.6.23) 

6.8.08 To make the remedy of judicial review on 
the ground of mala fides a little more meaningful, it 
should be provided, through an appropriate amend
ment, that, notwithstanding anything in clause (2) 
of Article 74 of the Constitution, the material facts 
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and grounds on v.hich Article 356(1) is invoked she uld 
be made an imegral part of the Proclamation issued 
under that Article. This will also make the control 
of Parliament over the exercise of this power by the 
Union Executive, more effrctivc. 

(Paragraph 6.6.25) 

6.8.09 Norrr.;.;;y, tne President is moved to action 
under Article 356 on the report of the Governor. The 
report of the Governor is placed before each House of 
Parliament. Such a report should be a "speaking 
docurnen t" containing a precise and clear statement of 
all material facts and grounds on the basis of which the 
President mr y satisfy himself as to the existence or 
otherwise of the situation contemplated in Article 
356. 

(Paragraph 6.6.26) 

6.8.10 The Governor's report, on the basis of which 
a Proclamation under Article 356(1) is issued, should 
be given wide publicity in 211 the media and in full. 

(Paragraph 6.6.28) 

6.8.11 Normally, President's Rule in a State should 
be proclaimed on the basis of the Governor's report 
under Article 356(1). 

tParagraph 6.6.29) 

6.8.12 In clause (5) of Article 356, the word 'and' 
occurring between sub-clauses (a};;.::.~ lb) should be 
substituted by 'or'. 

(Paragraph 6.7.11) 



ANNEXURE VI. I 

Federal Supremacy in the U.S.A. 

1. The American Constitution, in the language of Article 
VI (2), ordains : 

"This Constitution, and the laws of the United States which 
shall be made in Pursuance thereof; and all Treaties made 
or which shall be made, under the Authority of the United 
States, shall be the supreme Law of the Land; and the Judges 
in every State shall be bound thereby, anything in the Consti~ 
tution or Laws of any State to the Contrary notwithstandim~.'' 

The import of the Supremacy Clause has been considerablY 
amplified through judicial interpretation. As early as 1819, 
in MacCulloch v. Maryland, Chief Justice John Marshall of 
the United States, enunciated that the acts of the Federal 
Government done in pursuance of the Constitution are opera
tive as Supreme Law throughout the Union and, as a basic 
consequence of this supremacy, the States have no power to 
impede, burden or in any manner control the operation of 
the laws enacted by the Government of the nation. This is also 
the principle underlying Articles 256 and 257 of the Constitution 
of India. Marshall further elaborated the implications of the 
Supremacy Clause in Gibbons v. Ogden (1824). These have been 
neatly summed up by Schwartz, to mean that "federal action 
(whether in the form of a statute, a treaty, a court decision, 
or an administrative act), if itself Constitutiona1. must prevtlil 
<lver State action inconsistent therewith". 80 

2. The legislative facets of this principle are embodied-=~ 
Articles 246 and 254 of the Indian Constitution. 

3. There is another provision of the American ConstitutiOO 
which gives paramount power to the Federal Government to 
interfere with the functioning of the State Governments. This 
is contained in Article N (4), which runs as follows : 

"The United States shall guarantee to every State in this 
Union a Republican Form of Government, and shall protect 
each of them against Invasion; and on Application of the 
Legislature, or of the Executive (when the Legislature cannot 
be convened) against domestic Violence". 

The first part of this provision is known as the Guarantee 
Clause. Its second part is called the Protection Clause. The 
principles involved in these Clauses are analogous tC' t~ose 
which underlie Article 355 of our Constitution. 

4. A vast potential is rooted in the sweeping and unqu3.1itied 
language of the Guarantee Clause. Indeed, in the course of 
American history, it has assumed protean forms. President 
Lincoln in 1861 sought in this clause an authorisation for ex
traordinary national action to put down rebellion, to strike 
down slavery, to assume certain basic civil and potential rights 
for freed 'blacks' and to effectuate programmes to deal with 
problems during the Reconstruction (1861-1877). 

5. The Guarantee Clause is considered as ··a treamendous 
store-house of power to reshape the American federal system". 
An American author who has made an exhaustive survey of 
the past uses of the 11 Guarantee Clasue, sums up his views 
about the nature, the potential uses and dangers of this power, 
as folio• .. - . 

"'This Clause is, in Summer's simile, a giant, and should be 
watched carefully, since its tremendous power can be dan-
gerous as weB as protective to republican liberty ....... . 
The guarantee is prophylactic; the federal government is 
to 'protect as well as restore' republican government in the 
States. It imposes affirmative obligations on both nation and 
states; it 'still exists as an independent and untapped 
source of federal power, by which the Central Government 
can assume the fuller realisation of our society's democratic 

ao. Sc:1wartz Be ·nard, CJn"tit·Jtio~al L...,w.A ~Tex~ book. 
(1979), Page 48. 

" Wiecek in his book-'The Guarantee Clause of the U.S. 
Constitution'. 

goals' ........ the characteristics of republicanism must be 
'dictated by contemporary vaJues. Those values will not 
only include the present spirit of the national government, 
but also the current expectations of the American peoples, 
such as access to the ballot and equal access for all to housing, 
employment, education, transportation and numerous other 
things, when sufficiently touched with a public interest ... 

6. Article IV(4) of the American Constitution does not 
prescribe the manner in which the guarantee as to the republican 
form of government may be enforced against a State. It has no 
provision analogous to Articles 356 and 357. authorising the 
Union Government or the President to suspend or supersede 
the Constitutional machinery in a St·lfe. 

7. Article I, Section 8(18) of the American Constitution 
empowers the Congress to "make all Laws which shall be 
necessary and pr0per for carrying into Execution the foregoing 
powers, and all other Powers vested by this Constitution in the 
Government of the United States, or in any Department or 
Officer thereof". Article J. Section 8(15) of that Constitution 
authorises the Congress to make laws .. to provide for calling 
forth the Militia to execute the Laws of the Union, suppress 
Insurrections and repel Invasions''. The consent or request 
of a State is not a condition precedent to the exercise of this 
power. By virtue of these provisions, the Congress enacted the 
Enforcement Act, 1795, delegating this power to the President, 
The Act was supplemented by a 1807 statute which authorises 
the President to use the regular armed forces to supplement the 
federalised Militia, for Jaw enforcement purposes. 

8. t\rticle II. Section 3 of the American Constitution 
confers on the President the duty and pcnver 'to take care that 
the Laws of the United States be faithfully executed.' 

9. In discharge of their obligations under the Constitution, 
buttressed by statutes, the Presidents of United States have, 
on occassions, deployed the Fdedcral Forces in the States for 
suppressing domestic violence and resistence to the enforce
ment of the Union and State Laws, even without there being 
any application from th e affected State for such aid. 

10. In course of time the President's power to employ the 
military forces in the enforcement of laws of the United States, 
i...'ls undergone enlargement. due in part to the President's ini
tiative and in part to Congresional legislation. 31 During the 
great railway strikes of 1877 there was violence in 10 States. 
President Hayes without waiting for any formal application 
from those States, sent Federal Forces and ammunition to the 
~nes of trouble for the purpose of aiding "in the enforcement 
of the laws of the Union" and "to protect property of the United 
Stat~"~ 

11. The practice imtiated by Hayes.was extended by President 
Cleveland. In the Pullman strike of 1894, the President, actin~ 
against the vehement protests of the State's Governor, deployed 
the military forces in Chicago to protect the property of the 
United States and "to remove "obstructions to United States 
mails". 3 ' • 

12. In Re Eu~ene Debs (158 US 564), the Supreme Court of 
United States not only justified the course adopted by President 
Oeveland but further amplified the basis for such action. De
liverin~ the unanimous opinion of the Court, Justice Brewer 
affirmect that "the entire strength of the nation may be used to 
enforce in any part of land the full and free exercise of all na
tional powers and the security of all rights entrusted by the 
Constitution to its care". 

13. In April, 1871, the Congress passed an Act, which 
enlarged the scope of Presidential authority. Its .object was to 
ensure that "the due course of justice" is not obstructed, and 
no class is denied the equal protection of its Constitutional 
ri~hls. The Act conferred on the President the right and the 

HEdward Corwin•s. "The President : Office and Powers" 
page 164, 3rd Edn. 



duty to take such measures by the employment of the militia 
or the and of naval forces of the United States, or of either, 
Dr by other means, as he may deem necessary, for the suppre5· 
si on of ~- ny insurrec1 ion, domestic violence or combinations 
in a State which hinder the execution of the laws, state or na· 
tiona 1. 

14. After re Debs' case, the requirement of an application 
for aid under the Protection Clause in Article IV, from the 
c ff'ected State, for suppressing domestic violence in the State, 
has, in practice, lost its importance. The result is that "today 
v.-e have to go further and recognize that the line, which Article 
IV impliedly draws between the 'general peace' and the domestic 
peace of the individual states has become an extremely tenuous 
one••.sa 

15. The paramountcy of the duty and power of the Federal 
Government to put down serious disorders and unconstitutional 
refusal of a State or States to enforce constitutional guarantees. 
Federal Laws and decisions of the Federal Courts on racial 
de-segregation, was again demonstrated on two occasions. 
recently. 

16. The facts giving rise to the first occasion were as 
follows 

1?.2 

The Supreme Court in Brown v. Board of Educati011 (1954) 
and Bolling v. Sharpe (1954) decided that school segregation, 
both in the States and in the District of Columbia, violated the 
Fourteenth Amendment of the Constitution. By the same de
cision they over-ruled the old doctrine of 'separate but equal', 
that had been enunciated in Plessy v. Ferquson. In May, 1955, 
the Court after rearguments in Brown v. Board (second case) 
remanded the cases to the lower courts concerned to work ou t 
equitable solutions to eliminate •the variety of obstacles' in the 
way of admissions .. to public schools on a racially non-dis
criminatory basis with all deliberate speed." The second Brown 
decision triggered a protracted legal and political battle over 
school desegregation throughout the South. There was a cal
culated move and "massive resistance" in an effort to block 
implementation of the Brown decision in several Southern 
States. The National Association For Advancement of Coloured 
People (NAACP) countered by equally mas>ivc. program of 
litigation in courts. The ht1gat10n sparked off pohtlcal man"
uvering, rioting and violence necessitating the imposition of 
martial law. In September 1957, Governor Orval Faubus called 
out the Arkansas National Guards and by proclaiming the 
necessity of maintaining law and o~der, effective!y bar_red 
prospective Negro students from ~ntenng the _wh1te H1gh 
School building at Little Rock. He d1sregarded a senes of court's 
orders commancling immediate compliance with the integration 
plan. A conference between Faubus and P~esid~nt. Eisenhc;>wer 
failed to produce any result. On the Pres1dent s mstruct10ns, 
the Attorney General obtained an injunction against the Gover
nor ordering him and the National Guards to cease forthwith 
from blocking enforcement of the Federal Courts' orders. 
The Governor thereupon withdrew the National Guards. How
ever when Necro students again attempted to enter the high
sch~ol they were prevented from doing so by a large and unruly 
mob. Thereupon? President Eisenhower on September 25, 
1957 despatched several companie' of United States Army 
to Little Rock in effect putting the city under marti ) law. This 
action was taken by him under the aforesaid Federal Act of 

1871 which authorised the President to suppress insurrection 
and unlawful combination that hinder execution of any State 
or Federal law. As a result, mob resistance immediately dis .. 
appeared and several Negro students thereupon entered the 
school without further interference. u 

17. On September 12, in a unanimous decision in Cooper 
v. Aaron (1958), the Supreme Court formally reiterated the 
ratio of the decision in Brown v Board of Educatio11 and affirmed 
the judgement of the Court of Appeals, refusing to suspend 
the integration plan of the School Board. It was pomted out 
that the constitutional right not to be discriminated against 
in schools maintained by or with the aid of a State cannot be 
nullified openly and directly by state legislators o:· state executive 
or judicial officers, nor indirectly by them through evasive sche
mes for segregation whether attempted ingeniously or inge
nuously; and that the ruling of the Brown Case was the s~pr~me 
law of the land and Article VI of the Federal Constitution 
makes it of binding effect on the States, "anything in the Consti· 
tution or laws of any state to the Contrary notwithstanding". 

18. This decision "constituted a solemn admonition to the 
State of Arkansas on the folly and futility of attempting 
to frustrate the sovereign will of the Supreme Court and the 
~ 1?-ational government''. so 

19. The next occasion on which the President had to call 
out the Army to enforce the constitutional guarantees, and 
rights of the United States arose in September, 1962. Following 
a protracted litigation, the Supreme Court directed the officials 
of the University of Mississippi to admit one James Meredith, 
a Negro student. The Governor virtually took charge of the 
University and using state and local police blocked repeated 
attempts of Meredith, now escorted by United States marshals, 
to registec. The Court of Appeals thereupon convicted the 
Governor for contempt When attempts to persuade the Gover 
nor to recede failed, Presidert Kennedy on September 29, 
1962 issued a proclamation addressed to the officials and people 
of the State of Mississippi, warning them to cease their resistence 
to federal authority. On the following day, the University officials 
capitulated and agreed to allow Meredith to register. When 
Meredith accompanied by several· hundred United States 
marshals, went to the University to get registered, massive riots 
approaching the proportions of an insurrection broke out in 
and around the college campus. President Kennedy then sent 
several thousand reeular U.S. Army troops, as well as several 
units of the Mississippi Nation I Guards, to put down t_he _dis
order and resistance to the federal law and the ConstitutiOn. 
Resistance collapsed and Meredith registered and began at
tending classes. 

20. Yet another instance of such intervenion by the Presi
dent in a State, arose early in 1965, when President Lyndon 
Johnson mobilised the Alabama National Guard to protect 
persons participating in a massive Civil Rights .. March" in 
Montgomery. 

"Kelly and Harbinson : American Constitution (4th Edition) 
Page 930. 
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ANNEXURE Vl.2 

Test of Articles 355, 356 and 357 of the Constitution of India, as Originally Enacted, and Modifications made therein by constitution 
Amendment Acts 

----------------------·-
Text of the Articles, as Originally enacted, (Portions which have been affected by 

subsequent amending acts have been underlired) 
Omissions Additions/substitutions made by amending 

Acts 

355. Duty of the Union to protect states against external aggression· and No Change 
Internal disturbance. 

It shall be the duty of the Union to protect every State against external 
aggression ~nd in_temal ~is'urbance and_ to ensure. t~at the <;Jovern~ent. of 
- ._.,, Ctnto •r ,...,.,.,od nn ·r'!t~1loTM.nr.:> ll!Jth th,. n1'"1"'\UIC,IJ"'\nC' nf thtC' rnroctJtoohnn 

2 
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ANNEXURE VI.2-Contd. 

2 

356. Provisions in case of failure of constitutional machinery in states Clause (1) 

(1) If the President, on receipts of a report from the Governor or Raj- The words "or Rajpramukh" omitted by C.A. 7, 
pranwklt of a State or otherwise, is satisfied that a situation has arisen in which Section 29 and Schedule w.e.f. 1-11-1956. 
t~e govern ':'lent of _the. state cannot_ be carried on in accordance with the provi-
SIOns of thts ConstitutiOn, the Prestdcnt may by Proclamation-

(a) assume to himself all or any of the functions of the Government of the The Words "or Rajpramukh, as the case may be'', 
State ~nd a11 or any of the powers vested in or exercisable by the Governor omitted by C.A. 7, Section 29 and Schedule w.c.f. 
or RaJpramukh, as the case may be. or any body or authority in the State 1·11-1956, 
other than the Legislature of the State; 

(b) declare that the powers of the Legislature of the State shall be exercisable 
by or under the authority of Parliament; 

(c) ":lake such incidental and consequential provisions as appear to the Pre
Sident to be necessary or desirable for giving effect to the objects of the 
Procla~ation. including provisions for suspending in whole or· in part the 
operatiOn of any provisions of this Constitution relating to any body or 
authority in the State : 

. Provided that nothing in this clause shall authorise the President to assume 
to h1mse~f any of th~ powers vested irt or exercisable by a High Court. or to 
suspend m whole or m part the operat1on of any provision of this Constitution 
relating to High Courts. 

(2) Any such Proclamation may be revoked or varied by a subsequent 
Proclamation. 

~(3) Every Proclamation under this article shall be laid before each House of 
Parliament and shall, except where it is a Proclamation revoking a previous 
Proclamation. cease to operate at the expiration of two months unless before the 
expiration of that period it has been approved by resolutions of both Houses 
of Parliament : · 

- Provided that if any such Proclamation (not being a Proclamation re
voking a previous Proclamation) is issued at a time when the House of the 
People is dissolved or the dissolution of the House of the People takes place 
during the period of two months referred to in this clause, and if a resolution 
approving the Proclamation has been passed by the Council of States, but no 
resolution with respect to such Proclamation has been passed by the House of 
the People before the expiration of that period, the Proclamation shall cease 
to operate at the expiration of thirty days from the date on which the House 
of the PeJple first si's after its reconstitulion unless before the expiration of 
the said period of thirty days a resolution approving the Proclamation has 
been also passed by the House of the People. 

(4) A Proclamation so approved shall, tmlcss revoked, cease to operate on 
the expiration of a period of six momhs from the date of the passing of the second 
of the resolutions approving the Proclamatio11 under Clause (3) : 

Provided that if and so often as a resolution approving the continuance 
in force of such a Proclamation is passed by both Houses of Parliament, the 
Proclamation shall. unless revoked. continue in force for a further period of 
six months frcm the date on which under this clause it would otherwise have 
ceased to operate, but no such Proclamation shall in any case remain in force 
for more than three years : 

Provided further that if the dissolution of the House of the People takes 
place during any such period of six momhs and a resolution approving the con
tinuance in fon:."e of such Proclamation has been passed by the Council of States, 
but no resolution with respect to the continuance in force of such Proclamation 
has been passed by the House of the People during the said period, the Procla
mation shall cease to operate at the expiration of thirty days from the date on 
which the House of the People first sits after its reconstitution unless before the 
expiration of the said period of thirty days a resolution approving the conti
nuance in force of the Proclamation has been also passed by the House of the 
People. 

25-325/87 

Clause (4) and the first and second prorisos thereunder: 
(i) The words "one year" substituted for the words. 

"six months" by C.A. 42, Section 50 w.e.f. 
3-l-1977. 

(ii) (A) In Clause (4), for the words "one year from 
the date or passing ...... clause (3)'', the following 
words substituted by C. A. 44, Section 38 (a) 
(i) with etfect from 20-6-79. "Six months from the 
date of issue of the Proclamatiorr". 
(B) In the first and the second fprovisos, the 
words ''six months" (which were earlier replaced 
by the words "one year" by .C.A. 42), re-subs
tituted for "one year.. by C.A. 44, Section 
38(1)(ii) & (iii) w.e.f. 20-6-1979. 

Clause (5) (NEW) 
(i) The following new clause (5) inserted by C.A. 38, 

Section 6 (retrospectively) : 
"(5) Notwithstanding anything in this Consti
tution, the satisfaction of the President mentioned 
in clause (I) shall be final and conclusive and 
shall not be questioned in any court on any 
ground". 

(ii) for classe (5) inserted earlier by C. A. 3H, the 
fo!lowin8 clause wa~ -.ub'\!ilu'cd by CA 44. 
Seetin>. 38(b) with elfecr from 20-5-79: 

'
1(5) Notwithstanding anything contained in 

clause (4) a resolution with respect to the conti· 
nuance in force of a Proclamation approved under 
clause (3) for any period beyond the expiration of 
one year from the date of issue of such Procla
mation shall not be passed by either House of 
Parliament unless-
(a) a Proclamation of Emergency is in opera· 

tion, in the whole of India or, as the case 
may be, in the whole or any part of the State, 
at the time of the passing of such resolution, 
and 
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ANNEXURE Vl.2-Colltd. 

I 

357. Exercise of Legislative powers under Proclamations issued under Article 
356. 

(I) Where by a proclamation issued under clause (I) of article 356, it has 
been declared that the powers of the Legislature of the State shall be 
exercisable by or under the authority of Parliament, it shall be competent-

(a) for Parliament to confer on the President the power of the Legislature 
of the State to make laws, and to authorise the President to delegate, 
subject to such conditions as he may think fit to impose, the power so 
conferred to any other authority to be specified by him in that behalf; 

(b) for Parliament, or for the President or other authority in whom such 
power to make laws is vested under sub--clause (a), to make laws conferring 
powers and imposing duties, or authorising the conferring of powers and 
the imposition of duties, upon the Union or officers and authorities thereof; 

(c) for the President to authorise when the House of the People is not in 
session expenditure from the Consolidated Fund of the State pending 
the sanction of such expenditure by Parliament. 

(2) Aoy law made in exercise of the power of the Legislature of the State by 
Parliament or the President or other authority referred to in sub-clause (a) of 
clause (1) which Parliament or the President or such other authority would not, 
but for the issue of a Proclamation under Article 356, have IY.!en compt!tent to 
make shall, to the extent of the incompetency, cease to hare eD"ect 011 the expira
tion of a JNriod of a one year after the Proclamation has ceased to operate except 
as respects things done or omitted to be done bzfore the expiration of the said 
period, unless the provisions which shall so cease. to have effect are sooner 
repealed or re-enacted with or without modification by Act of the apppropriate 
Legislature. 

ANNEXURE VI.3 

2 

(b) the Election Commission certified that the 
continuance in force of the Proclamation 
approved under clause (3) during the period 
specified in such resolution is necessary on 
account of ditliculties in holding general 
elections to the Legislative Assembly of the 
State concerned". 

(iii) The following proviso was inserled at the end 
by CA 48, Section 2, w.e.f. 26-8-84. 
"Provided that in the case of the Proclamation 
issued under Clause (I) on the 6th day of October, 
1983 with respect to the State of Punjab. the 
reference in this clause to .. any period beyond 
the expiration of one Year·~ shall be construed 
as a reference to "any period beyond the expira· 
tion of two Years". 

Clause (2) 
The existing clause replaced by new clause (2) by CA 42, 

Section 51(1), with effect from 3-1·77. The net effect 
was that the following was substituted for the !xprcssion 
underlined in column (I) : ................ of'er the 
Proclamation has ceased to operate, continue in force 
until a/iered or repealed or amended by a competent 
Legislature or other authority. 

President's rule in States under Article 356 of the Constitution of India. 

Sl. State Date of Date of Duration of President's Rule Whether Assembly dis-
No. Proclamation revocation solved/suspended 

Years Months Days 

1 2 3 4 5 6 7 8 

I. Punjab 20-6-1951 17-4-1952 0 9 28 Assembly suspended 

2. Pepsu 4-3-1953 7-3-1954 I 0 3 Assembly dissolved 

3. Aodhra 15·11·1954 28-3-1955 0 4 13 Do. 
4. Travancore-Cochin 23-3-1956 1-11-1956 0 7 9 Do. 
s. Kerala 1-11-1956 5-4-1957 0 5 4 On reorganisation of States, 

Kerala came into being. 
6. Kerala 31-7-1959 22-2-1960 0 6 22 Assembly dissolved 
7. Orissa 25-2-1961 23-6-1961 0 3 29 Do. 
8. Kerala 10.9-1964 24-3-1965 0 6 14 Do. 
9. Kerala 24-3-1965 6-3-1967 I II 10 Do. 

10. Punjab S-7·1966 1-11-1966 0 3 27 State reorganised 

II. Rajasthan . 13-3-1967 26-4-1967 0 I 13 Assembly suspended 
12. Haryana 21-11-1967 21-5-1968 0 6 0 Assembly dissolved. 
13. West Bengal 20-2-1968 25·2-1969 1 0 5 Assembly dissolved. 
14. Uttar Pradesh 25-2-1968 26·2-1969 I 0 1 Assembly suspended and 

subsequently dissolved on 
IS-4·1968. 



Sl. 
No. 

State 

I 2 

15. Bihar 
16. Punjab 
17. Bihar 
18. West Bengal 

19. Kerala 

20. Uttar Pradesh 
21. Orissa 
22. Orissa 
2~. Orissa 
24. Mysore 

25. Gujarat 
26. Punjab 

27. West Bengal 

28. Bihar 

29. Bihar 

30. Manipur 

31. Tripura 

32. Andhra Pradesh 

33. Orissa 
34. Maoipur • 
35. Uttar Pradesh 
36. Gujarat 

37. Nagaland • 

38. Uttar Pradesh 
39. Tamil Nadu 
40. Gujarat 
41. Orissa 
42. Punjab 
43. Rajasthan . 
44. Orissa 
45. Horyana · 
46. Himachal Pradesh 
47, Madhya Pradesh 
48. Uttar Pradesh 
49. West Bengal 
50. Bihar 
51. Manipur . 
52. Tripura 
53. Karnataka 
54. Sikkim 

55. Manipur 
56. Kerala 

' -
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ANNEXURE VI. 3-Conttl. 

Date of Date of Duration of President's Rule Whether Assembly dis
solved/suspended Proclamation revocation 

3 4 

29-6-1968 26-2-1969 
23-8-1968 17-2-1969 

4-7-1969 16-2-1970 
19-3-1970 2-4-1971 

4-8-1970 3-10-1970 

1-10-1970 18-10-1970 
11-1-1971 23-1-1971 
23-1-1971 22-2-1971 
23-3-1971 3-4-1971 
27-3-1971 20-3-1972 

13-5-1971 17-3-1972 
15-6-1971 17-3-1972 

29-6-1971 20-3-1972 

9-1-1972 8-3-1972 

9-3-1972 19-3-1972 

21-1-1972 20-3-1972 

21-1-1972 20-3-1972 

18-1-1973 10-12-1973 
3-3-1973 6-3-1974 

28-3-1973 4-3-1974 
13-6-1973 8-11-1973 
9-2-1974 18-6-1975 

22-3-1975 25·11·1977 

30·11-1975 21-1·1976 
31-1-1976 30-6-1977 
12-3-1976 24-12-1976 

16-12-1976 29·12-1976 
30-4-1977 20-6-1977 
30-4-1977 22-6-1977 
30-4-1977 26-6-1977 
30-4-1977 21-6-1977 
30-4-1977 22-6·1977 
30-4-1977 23-6-1977 
30-4-1977 23-6-1977 
30-4-1977 21-6-1977 
30-4-1977 24-6-1977 
16-5-1977 29-6-1977 
5-11-1977 4-1-1978 

31-12-1977 27-2-1978 
18-8-1979 17-10-1979 

14-11-1979 13-1-1980 
5-12-1979 25-1-1980 

Years 

5 

0 
0 
0 
I 

0 

0 
0 
0 
0 
0 

0 
0 

0 

0 

0 

0 

0 

0 
1 
0 
0 
1 

2 

0 
I 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

Months 

6 

7 
5 
7 
0 

2 

0 
0 
2 
0 

II 

10 
9 

8 

I 

0 

2 

2 

10 
0 

II 
4 
4 

8 

I 
4 
9 
0 
I 
I 

I 
I 
I 
I 
I 
I 

2 

2 

I 
I 

Days 

7 8 

28 Assembly dissolved. 
25 Do. 
12 Assembly suspended. 
14 Assembly suspended and 

subsequently dissolved on 
30-7-1970. 

0 Assembly dissolved on 
26-6-70 by the Governor, 

17 Assembly suspended 
12 Do. 
0 Assembly dissolved. 

II Assembly suspended. 
22 Assembly suspended but 

subsequently dissolved on 
14-4-1971. 

4 Assembly dissolved 
2 Assembly dissolved by the 

Governor on 13-6-1971. 
22 Assembly dissolved on 

25-6-1971 by the Governor. 
29 Assembly dissolved on 

29-12-71 by the Governor. 
10 Fresh Proclamation was 

issued as the earlier one 
ceased to operate on 
8-3-1972. 

0 New State formed on re
organisation. 

0 New State formed on re· 
organisation. 

22 Assembly suspended 
3 Assembly dissolved. 
4 Do. 

26 Assembly suspended 
9 Assembly suspended but 

subsequently dissolved on 
15-3-1974. 

3 Assembly suspended but 
subsequenlly dissolved on 
20-5-1975. 

22 Assembly suspended. 
29 Assembly dissolved 
12 Assembly suspended 
13 Do. 
21 Assembly dissolved. 
23 Do. 
27 
22 
23 
24 
24 
22 
25 

Do. 
Do, 
Do. 
Do. 
Do. 
Do. 
Do. 

13 Assembly suspended 
0 Assembly dissolved 

27 Do. 
0 Assembly dissolved by the 

Governor on 13-8-1979. 
29 Assembly dissolved. 
21 Assembly dissolved by the 

Governor on 30-11-1979. 
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ANNEXURE~ VI-3-(Conc/d.) 

Si. S!3te Date of Date of Duration of President's Rule Whe•hrr As.cmbly <lis-
No. Proclam'ltion revocation solvedfSuspcndcd 

Years Months Days 

2 3 4 5 6 7 8 

57. Assam 12-12-1979 6-12-1980 0 II 24 Assembly suspended 

58. Rajasthan. 17-2-1980 6-6-1980 0 3 18 Assembly dissolved 
59. Gujarat 17-2-1980 7-6-1980 0 3 19 Do. 
60. Punjab 17-2-1980 7-6-1980 0 3 19 Do. 
61. Bihar 17-2-1980 8-6-1980 0 3 20 Do. 
62. Tamil Nadu I 7-2-1980 9-6-1980 0 3 21 Do. 
63. Orissa 17-2-1980 9-6-1980 0 3 21 Do. 
64. Madhya Pradesh 17-2-1980 9-6-1980 0 3 21 Do. 
65. Maharashtra 17-2-1980 9-6-1980 0 3 21 Do. 
66. Uttar Pradesh 17-2-1980 9-6-1980 0 3 21 . Do. 
67. Manipur 28-2-1981 19-6-1981 0 3 21 Assembly su•peoded. 
68. Assam 30-6-1981 13-1-1982 0 6 13 Do. 
69. Kerala 21-10-1981 28-12-1981 0 2 7 Do. 
70. Kerala 17-3-1982 24-5-1982 0 2 7 Assembly dissolved. 
71. Assam • 19-3-1982 27-2-1983 0 II 9 Do. 
72. Punjab 6-10-1983 29-9-1985 I 11 24 Assembly kept in suspended 

animation and dissolved on 
26-6-1985. 

73. Sikkim 25-5-1984 8-3-1985 0 9 14 Assembly dissolved. 
74. Jammu & Kashmir 7-9-1986 6-11-1986 0 2 0 Assembly suspended. 
75. Punjab 11-5-1987 President"s Do. 

rule is 
continuing. 

ANNEXURE VI.4 

Cases of President's Rule-Categorywlse 

Category (A)-18 Cases of special ca/egory. 

The general elections to the Lok Sabha held in March, I 977 
Jed to land-slide victory of the Janata Party which formed the 
government at the Centre. The Union Home Minister wrote 
to the Chief Ministers of the Congress ruled States of Punjab, 
Rajasthan, Orissa, Haryana, Himachal Pradesh, Madhya 
Pradesh, Uttar Pradesh, West Bengal and Bihar suggesting that 
they should seek a fresh mandate from the people as the rout 
of the Congress party indicated that they had lost the peoples' 
support. Six of these States (Rajasthan, Madhya Pradesh, 
Punjab, Bihar, Himachal Pradesh and Orissa) filed suits against 
the Union of India under Article 131 of the Constitution seeking 
a declaration that the letter of the Union Home Minister which 
was described by them as a ""directive" was unconstitutional, 
illegal and ultra l'ires. The Court held that the letter neither 
constituted a threat nor was unconstitutional and therefore 
di~miss.ed the suits. President's rule was thereafter proclaimed 
in these 9 States on April 30, 1977. 

In a similar situation when the Congress gained a thumping 
majority in the Lok Sabha elections in 191:SO and replaced the • 
J .mata Government at the Union level, President's rule was 
1mposed on February 17. 1980 in the non-Congress 
ruled States of Punjab, Rajasthan, Orissa, Madhya Pradesh, 
L'ttar Pradesh, Maharashtra, Bihar, Tamil Nadu and Gujarat. 

The proclamations issued by the Janata Government and 
the Congress Government were not based on any report from 
the Government of the States. 

Category (B)-President's rule when Ministry Cummandl'd 
• majority'. 

(i) Punjab.-{20-6-1951) The Congress Parliamentary 
Board dec1ded that the Chief Minister. Dr. Bhargava, should 
r~1gn. The Congress enjoyed absolute majority in the State 
leg1"\ature at that time. Alternate leader was not immediately 
tlo...ted by the Congress party. ln these circumstances, President's 
rule was imposed following the Chief Minister's resignation. 
The Assembly was kept in a state of suspended animation. 

(ii) Kera/a.-(3!-1-1959) There was a mass upsurge against 
the State G.overn!ll~nt on va~ious issues. The ruling party headed 
by the Cluef Mm1ster, Shn E.M.S. Namboodripad however 
continued to enjoy majority support in the Assembly. 'President'~ 
rule was imposed following the mass upsurge. 

(iii) Puujab.-(5-7-!966) There was a split in ~the ruling 
party-some were for the p~rtition of the State while others 
were totally opposed to it. As soon as a decision for reorganising 
Punjab on a linguistic basis was announced, the Chief Minister 
Shri Ramkishan tendered his resignation. The Governor 
consulted other Ministers and ex-Ministers of the Congress 
party to explore the possibility of an alternative Ministry and 
as none were ready to form a government, President's rul~ 
was proclaimed following the Chief Minister·s resignation 
despite the Congress party continuing to enjoy a majority in 
the Assembly. 

(iv) Haryaua.-(21-11-1967) A week after the formation 
of a Co!'gress governme_nt in Haryana on March JO, 1967, 
the offi_c~al Con~ress nommce for Speakership was defeated by 
Rao B1rendra Smgh (Congress) supported by the opposition. 
12. o~her C:ongressme~ who has also voted against the official 
no.m~nee res1gned. Th1s resulted in the resignation of Congress 
Mm1stry on March 22, 1967. Rao Birendra Singh who was 
elected a~ Leader of the Haryana Samyukt Vidhayak Dal claimed 
~majonty and was sworn in as Chief Minister. There were 
large numbers of defections. About 20 members had defected 
once, . 6 members tw1ce, 2 members thrice and 2 members 
four times. One member of the opposition who had crossed 
the floor and was m~~e a Minister, defected back within 4 days. 
T~er~after, the Mm1stry managed to continue in power by 
oftermg constant lure of offi~e to cope with defections. The 
Govern~ent w~s thus all the t1me pre-occupied with the problem 
of sw:v1v~l wh1ch had an adverse effect on the administration. 
~n thas carcumst~':JCCs, when defections had become endemic 
m Haryana poht1cs, the Governor felt that defections .. had 
made a mockery of the constitution and had brought democracy 
to ndicule ... 



(v) Anclhra Pradesh.--{18-l-1913) Even though the Ministry 
enjoyed absolute majority, President's rule was proclaimed 
in order to deal with the split within the party on the question 
)f separation of Andhra and Telangana regions of the State. 

(vi) Ullar Pradesh.-(13-6-1913) Shri Kamalapati Tripathi, 
Chief Minister of Uttar Pradesh, took the unusual step of 
tendering resignation, even though his Ministry enjoyed 
an absolute majority in the State Legislalure, because the 
disturbances arising out of indiscipline in the PAC had affected 
the morale and performan~:e of the State administration. The 
Chief Minister felt that the elforts of the State Government 
to meet situations of drought and scarcity conditions, shortage 
of power and students' unrest would be hindered because of 
the indiscipline in the Civil Police and PAC. In his view, direct 
involvement of the Union Government would help in restoring 
peace and safe-guarding the security of the State. President's 
rule was therefore proclaimed on the recommendation of the 
Governor. 

(vii) Gujarat.-(9-2-1974) The anti-price-rise agitation in 
Gujarat turned into a mass movement with demands for removal 
of the Ministry and dissolution of the Assembly. Army had 
to be called in at some places to deal with violence. Ultimately, 
the Government had to resign despite having a ·majority'. 
The Chief Minister also recommended suspension of the 
Assembly. President's rule was proclaimed consequent to the 
resignation of the Council of Ministers and the Assembly was 
kept suspended. The agitators also started requesting or coercing 
legislators to resign. The Union Government passed the Thirty~ 
third amendment to the Constitution empowering the speaker 
or Chairman not to accept letters of resignation if he was satis~ 
tied that they were not voluntary and genuine. On March 11, 
1974 Shri Morarji Desai went on an indefinite fast demanding 
the dissolution of the Assembly which was conceded on March 
15,1974. 

(viii) Uttar pradesh.--{30-ll-1975) Shri Bahuguna the 
Chief Minister resigned. The Governor's recommendation for 
President's rule for a short period to give time to the Congress 
Legislature Party to elect a new leader was accepted. 
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(ix) Tamil Nadu.-(31-l-1976) President's rule was 
proclaimed on the basis of allegations of corrupt practices, 
non-implementation of Union's instructions during 'Emergency' 
regarding censorship, misuse of powers under DJSIR etc. 
despite the DMK Ministry enjoying a majorHy in the Assembly. 

(x) Orissa.-(16-12-1976) President's Rule was proclaimed 
because the Council of Ministers had lost fa1th in the leadership 
of the Chief Minister, despite the Congress party continuing 
to enjoy a majority in the Assembly. 

(xi) Kamataka.-(31-12-1977) The Congress Party had 
an absolute majority in the Assembly. In Deccmbl!r, 1977, 
the President of Karnataka Provincial Congress informed the 
Governor that Shri Devraj Urs, the Chief Minister, had been 
suspended from the membership of the Indian National 
Congress and was therefore no longer the leader of the Congress 
Legislature Party. The Chief Minister took the stand that he 
still had a majority and that it should be tested on the floor 
of the House. The Governor also received memoranda from 
other political parties to the elfect that Shri Urs had forfeited 
his right to continue. A joint session of both houses had been 
summoned on 3-1-78. A section of the legislators was of the 
view that such a session would be illegal and unconstitutional 
and that an address by the Governor prepared by a cabinet 
which had lost its majority would be unwholesome. The President 
of the Karnataka Provincial Congress cJaimed the right 
to form a Government with a new leader but no elforts had been 
made to convene a meeting of the legislature party to elect 
a new leader. In view of the special features of the situation 
the Governor recommended President's rule and dissolution 
of the legislative assembly. President's Rule w~s proclaimed 
notwithstanding the fact that the Congress contmucd to have 
a majority in the Assembly. 

(xii) Manipur.-(14·11-1979) President's rule was imposed 
on grounds of corruption and demoralised administration even 
though the Ministry continued to enjoy a "majority' in the 
Assembly. 

(xiii) Punjab.-(6-10-1983) The Chief Minister informed 
the Government in his letter of resignation that the develop~ 
ments in the State (the Akali agitation) had acqu.ired a.very.larg.e 
dimension not confined to the State alone but w1th senous 1mph~ 
cation& for the whole counJry. He therefore suggested direct 

tnlervention of the Unzon tbr a temporary period even though 
·he continued to have an absolute maJority m the assembly. 
This recommendation was accepted and President's rule 
proclaimed. 

Category (Q-Proclamation of President's Rule without giring 
a chance to c/uimall/s. 

(i) PEPSU.--{4·3-1953) Shri Gian Singh Rarewala who 
headed the United Front Ministry was unseated through an 
election petition. Despite his request for continuing for a period 
of six months before getting re..elccted and a request from the 
United Front party for continuing the government with another 
leader, President's rule was proclaimed and the Assembly 
was dissolved. For a long period, after May 1952, no serious 
business had. been transacted in the House. It met on 19th 
November and was adjourned on November 25, 1952 amidst 
dish.rbances and confusion. It was reconvened on December 
22, 1952, but no worthwhile business was transacted. President's 
Rule was imposed in view of the instability of the Ministry, 
the fact that the budget session was to commence and the 
possibility of further unseating of a number of members against 
whom election petitions were still pending. There were also 
some law and order problems in the State. Dr. Amhedkar who 
participated in the Lok Sabha debate on the extension of this 
President's rule in September, 1953, was highly critical of the 
Government's action. 

(ii) Andlrra.-(15-11-1954) After the creation of Andhra 
as a separate State on linguistic basis, a Government headed 
by Shri T. Prakasam (Congress) was sworn in on October, 6 
1953. This Government resigned on November, 6, 1954 as a 
result of a no~confidence motion. The Governor, on his assees~ 
ment, concluded that there was no possibility of a stabl\! 
government and recommended president's rule which was 
proclaimed on November 15, 1954. The opposition (P:)P and 

1
Communist parties) was not given a chance to try to form 
a Government. 

(iii) Trm•tmcore·Cochifl.-(23-3-1956) 
Ministry due to defections, the Praja 
not given a chance. 

On the fall of the 
Socialist Party was 

(iv) Kera/a.-(24-3-1965) While th. elections did not result 
in a conclusive majority to any party, the largest majority 
party was not given a chance to form the Government. 

(v) Rajasr/ran.-(13-3-1961) While !here was no clear majority 
after elections, the United Front, which claimed support for 
a viable majority, was not given a chance as some of the legis· 
lators who had broken away from Congress and joined Janata 
Party after the elections, were not recognised as belonging to 
that Party. This led to an agitation and the leader of the 
Congress Parly refused to form a Government in the situ~ 
ation. 

(vi) Uttar Pradesh.-(25-2·1968) Upon resignation of 
the Samyukta Vidhayak Dal Government, the opposition 
was not given an opportunity to form a Government. In a 
secret vote in the Assembly, the Congress Party was able to 
defeat the Samyukta Vidhayak Dal. Notwithstanding this, 
the opposition was not called upon to form a Government 
on the plea that they should have a substanti~tl m<~jority for 
forming a viable government. 

(vii) Bihar.--{4-7-1969) The ruling Government resigned 
on July I, 1969 after 9 days in office. Against a background of 
6 ministries and a period of President's rule during June 29, 
1968 to February 2H, 1969, the Governor did not recognise 
the claim of the opposition (Congress) as their numcrir.:al 
strength included 'unpredictables'. 

(viii) West Benga/.-(19-3-1970) Upon resignation of 
Sri Ajay Kumar Mukherjee, Shri Jyoti Basu CPI (MJ asked 
for time to explore possibility of forming a Ministry. Later, 
he refused to disclose the names of his supporters on the plea 
that his party had rejected the Governor's rettuest for revealing 
of such names. Meanwhile, 10 other parties had represent~d 
to the Governor against the formation of a CPI(MJ Jed Ministry. 
The Congress also declined the Governor's invitation to try 
to form a Ministry. Taking into ao:ount these factors and the 
deteriorating law and orJer situation, President's rule was 
proclaimed. CPI(M)'s claim could have been tested on the 
tloor of the House. 

(ix) Uuar Pradesh.-(1-10-1970) Congress was the major 
partner in a Congress~BKD coalition though the Chief Ministry 
belonged to BKD. Upon failure of the talks of merger of the 



two parties. serious dift'eren~ aro~e 8.nd the Chief Minister 
demanded resignation of 14 Ministers belonging to the Congress. 
As. h.e bel~ngcd tJ a min0rity party, the Governor sought the 
opm1on ot the Attorney General in the matter. The Attorney 
General held that the Chief Minister did not have a constitu
tional right to dismiss the 14 ministers and~ as he did not command 
the confidence of the Legislative Assembly, the Governor 
could call for his resignation and, if he failed to resign, dismiss 
the Chief Minister. 

The Chief Minister insisted that he may be permitted to 
face the Assembly on September 30, 1970 or October I, 1970 
as he had the requisite support from others. The Governor 
however took the view that the Chief Minister ~·cannot be 
permitted to construct a new edific~ on the debris of the old 
one." The leJder of the Congress Party wrot~ to the Governor 
of the St::te that he would be in a position to form a Govern
ment. However, President's rule was proclaimed. 

(x) Orissa.-(23-3-1971) Following elections, while the 
State was under President's rule. the leader of the Congress 
(R) Legislati\e Party (with 51 members in a House of -139) 
claimed a m.tjority with support from 20 Utkal Congress and 
Swatantra rnernbers in addition to 2 ind!pendents and 
1 Congress(O) member. The Utkal Congress had not made 
any announcement supporting Congess(R) nor had the Gover
nor any final list from Dr. Mahatal> till March 22, 1971. Presi
dent's rul.! was proclaimed after revoking the earlier proclamation, 
even though Dr. Mahatab had issued a statement that the 
Governor should ask him to form a Government. 

(xi) Orissa.-(3-3-1973) Upon resignation of the Chief 
Minister c~n 3-3-73, during the budget session becau·;e of defe
ctions resultir.g in loss of majority, the Governor dj.j not give 
an opportuni;y to the leader of the Orissa Pragati Legisla-cure 
Party who claimeJ the support of 72 out of 139 members. In 
his view, a combination of differing political ideologies would 
not be able to f...lrm a stable go\lernment. 

(xii) K"a!J.-(5-12-1979) In November, 1979 the Kerala 
Congress (Ma.li Croup) withdrew their support to tho MohJm
mad KoyJ. coalitton Mmistry. This was followed by the 
Janata Pa~y ·Yith-1rawing its support. On ~-ovember 2H. 1979, 
the Chief Mir.ister suggested dissolution of the State Assentbly 
to the Gc.ver·tor in the inter~st of a stJ.ble Government even 
though he ;till had a najority. The opposi£ion clai~1ec a majority 
to enable forr 1ati· m of a Government a11d oppc-.ed Jis_·oJu ion 
of the Ass:mtly, ;.;:ven thcugh, earhl!r, they .1ad ~ug ~~St.!J s-Jch 
a course of a.:tio;1. Aftt;r discussio.1s \ ·ith lea.lt!rs of var. :>us 
political p1rti1~s. the Gov•!rnor concl Jdeu th.tt e .en if t!Je :~ft 
Democratrc 1-"mnt was allowed to form a <.Joy, rnr.1-:nt it >,o·as 
unlikely 1 o b! Stible. In the circuDsta-1ces, l resi l!!n, 's I<.ule 
was proc aim :d. 

(xiii) Mamour.---{28-2-1981) Upcn resi_.nat,on uf the 
~tinistry jue to defections, the Goverr3r tid not co~1sid,·r a 

People"s Denocratic Front claim with a s ~nj•:r I·lajrrity, in 
view of tte b tcktiound of 8 years of p::>liti.:al ;nst.tbilay i1 a 
situation of i!1sw gent activity. 

(xiv) Aua101. ·:30-6-1981) Upon r•·sigJ ati<·n of the 
Ministry h!adtd b:J Sn:t. S:t:eda Anwara To.-.iml·~· 1ne. op ,ost.IOO 
staked the·r chim for wrnnng a g;J\'crnm<.nt \''tth lheL· combned 
strength a 1d ~upro~t of ~ther group.~. fhe Conm•.mjsc P.lrty 
of India a 1d ~~ociahst Umty Centre c td :lot -~up)'ort the for.na
tion of an( Minis·ry. Some Political rarti!S a·)pe,.r tu ha·..-e t.een 
in favour of President's rule without di~sohing the A~)emJly. 
The large nurnbe;· of defec:;tions amonrst t·1e memberJ of _the 
Assembly sir.ce t978. elect1ons reflected_ the extent of ()Olmcal 
instability. Con·-,idermg the chang;.$ m plrty lo/alt~es 1nd 
the multiplicity of parties when no p;trty had ad~qu;.te r'1ajority 
to ensure 3 stable ministry with a cohereut policy, the Gove1 nor 
recommen Jed President's rule which was prod aimed on 
30-6-1981. 

(xv) kmm• and Kas/rmir.-(7-9-1986) As the Congress 
(f) Legisla<ors of the State withdrew their suo~ort, the gov.:rn
ment of ~hri G. M. Shah lost 1ts majonty m the Assemoly. 
As no Al:em"ltive government was feasible, Governor's IUie 
was proclaimed under Section 92 of the Ja~r1mu ~nd I<.ashmir 
Constitution on March, 7, J9g6. Under Sc;;tJOn 91. the 
proclamation was operative only upto September 6, 1986 3nd 
not be).-ond that Jate. Early in Septtmbt'r 1 'J86,. the Governor 
reported to the President that the security of the State was under 
threat and that the composition and streneth of the ~:wlitical 
parties ani groups in th~ Legislative A~serr~ly were _sl!ch I hat 
political i.lstabthty continue~. On the. ba;1s of thts report, 
President's rule was proclaHned on September 7, 1986. 
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Cat~gory (D)-CaSes where no caretaker Ministry wOs co~s
tituted. 

(i & ii) Bilrar.-(9-J-l912 & 9-3-1972) The Chief Minister 
though claiming a majorit~ resigned 3 days before the Assembly 
session whtch was to constder a no-confidence motion, because 
of ill-effects of the Government being formed at short intervals 
which has an impact on the activities of the States Governments. 
The State policies could not remain valid for long. This situation 
d1;Jring a state <;1f •Emergency• _was, considered unsatisfactory. 
Bthar had remamed under Prestdent s rule for 529 days during 
the period 1968-72. No attempt was made to keep a caretaker 
Government in position pending elections. 

(iii) Sikkim.-(18-8-1979) The Chief Minister resigned 
because the life of the Assembly would have expired after 4 years 
but for the 42nd Amendment whtch extended its life by one 
more year. 44th The Amendment restored the original position 
but ~he. relevant p~ovision wa~ not !J~ought into force in respect 
of S1kk1m. Therefore the Cluef M1mster could have continued. 
ln any case, perhaps the proper course would have been to 
continue a caretaker government and h.1ve elections. 

Category (E)-President's rule proclaimed in the context of 
Reorganisation of States. 

(i) Kerala.-(i-11-56) When the new State of Kerala was 
created by uniting parts of Travancore-C•)chin and Madras 
Travancore-Cochin was already under Fresit.lent's rule. A 
fresh proclamation was issued on November 1, 1956 to continue 
the President's rule with reference to the new State till the 
legislature was formed. ' 

(ii) Manipur.-(21-1-12) It was already under direct adminis
tration of the President by virtue of his c,rder dated October 
16, 1969 under Section 51 of the Governrr.ent of Union Terri
tories Act, 1963, when it was made into a filii-fledged State 
on January 21, 1972 by the North Eastern An:as (Re-organisation) 
Act, 1971. A fresh procla;nation was issued uader Article 356 
on that date for continuance of Preside~tt's rule till a new 
legislature was formed. 

(iii) Tripura.-(21-i-12) It was under cirect administration 
of the President by virtue of an order dated November 1, 1971 
under Section 51 of the Government of Ur ion Territories Act 
1963, when it was m.lde a fu.l-fledg~!d s~ate \\ ith dfect from Janu: 
ary :21, 1972 by the .'lorth Eastern Ar!as (He-organ:sation) Act 
1971. A procJ2.ma.ion under Article 356 h'as issued on thai 
l:ate pendmg: C·Jmr lction of gen~ral eiecti.>ns and formation 
of a legiilature in t. 1e State. 

Cate~ory (F).-President's rule inevitable. 

Itt th' fo lowing oases, it appears that the.·e WJS no alternative 
t~ IresUem's rule :-

(i) Orissa.-(25-2-1961) No one came forwJrd to form an 
z lter.tati-te ministry upon resignation of the tAinistry during 
L·ud~;,et ses3ion. 

((ii) Kerala.-(l · J-9-64) On September 8, B64 a no-confi
<.;ence motio 1 was p tsseJ af:ainst the Congr,:ss Ministry headed 
t-y R. S~nkar. Other polit.cal parties expressed their inability 
t:J form a Ministry either :.;ingly or j-.Jintly. 

(iii) West Bwgal.-(20-l-68) The Speal;er created a dead
lock and prevented the Legislative Assembly from functioning. 
The Strengt;l of th> Mini>try could not b• tested. 

(iv) Bihar.-(29-6·68) In the background of failure of 3 
successive ministries, the Governor did not agree to give 4 days 
to Mahesh Prasad Sinha (Leader of the Congress which was 
numerically the lat gest group) to form a Ministry as the 
Appropriation Bill _lad to be passed before June 30, 1968. 

(v) Prmjab.-(23-8-1968) . Upon break up of the People's 
United Front coahtton Muustry, Sardar Lachman Singh Gill 
formed a Mini~try on No1eml>er 25, 196"/ with the support 
of some defections from the Akah Dal and a few indepen
dents. The Congress Legislature Party which initially supported 
the Gill Ministry split into ministerialist and anti~ministerialist 
facti'Jns. In this situation Shri Gill as well as the leaders of 
the People's United Front and the Congre>S Legislature Party 
advised the Governor to recommend President's Rule. As no 



single party or combination of parties could provide a stable 
Government, Presidt:nfs rule was proclaimed. 

(vi) Kera/a.-(4-8-1970) On the recommendation of 
the Chief Minister of the coalition Government, the Governor 
dissolved the Legislative Assembly on June, 1970. The Chief 
Minister Achuta Menon continued as head of a caretaker 
government till August I, 1970 when he resigned. President's 
Rule was, therefore, proclaimed. 

(vii) Orissa.-(11-1-1911) On the break up of the Singh 
Deo coalition Ministry, the Chief Minister declined to continue 
as head of a caretaker gov~rnment, unless his conditions for 
dissolution of the A)sembly and a commitment to mid·tcrm 
poll were accepted. As the Goverror was yet to explore 
possibilities of an alternative gov~rnment, the conditions 
could not be accept•'d and President's Rule was imposed. 

(viii) Orissa.-(23-1-1911) On January 20, 1971, the 
Governor reported that no party had come up with any 
concrete proposal with demonstrable majority. The earlier 
proclamation wa~ revoked and a fresh proclanation was issued 
on January 23, 1971 dissolving the Lcgislati·,e Asse"'bly. 
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(ix) Mysore-(27-3-71) Upr-n the re·;ign•ticn cf the Go
vernment, the Gcv~r.1orcould not<: cc ~pt the Samyuk~a Soci \list 
Party's claim to prove them::> jority in a 'd IY c•r two' bec .. us(: 
the budget h•d to be pass"d befcre April ',1~71. 

(x) Gujarat-(13<~-71) Tho C'tiff Mini ;!cr resigned due 
to defections. The S!1fe Legis).'l.tive Ao,;sen~bly h"d passed an 
appropridion Bi II f(l' 4 lno>nths. fn view of the fluid silu'lion 
and the need foe P'ssing the buc'get befor" July31, 1971 an<' 
difficulties in h~Jldi.tg elections before th :t date Piesid,.mfs 
rule was impost:d. 

(xi) Punjab--(lo-6-71) Th., wit:1drawal of support by 
JJna Sangh to t'1e B \da1 M;nistryle·f to infi'abilify.l~ how,wer. 
survjved a nl ccnfic'cnce m0tion in J~.1ly 1970, but its strength 
was adv~rsely a.ftec ed by further (efections when one c fits 
Ministers re ;ign:!d 'nd dcnl<lnded enq!Jiry into charges of ccr
ruption ::g:-tinst ~-om! Ministers. The Chief Minister aJJ~ged 
that the Co'lgTI"!Ss ~R) Wl:; try!ng to encounge d,~fecti0ns. 
he recomme,de-1 d'<;solution of the '"issemhly which W•1 s ac
cepted by the Governor. The Governm<nt l1<d cbtained a 
vote on' ccount for .mly 3 months uplo Juno>, 71 and the budget 
was yet to b} PJssed. This situ:ttion necessitated proclam~ tivn 
of President's rult:. 

(xii) West Bcngal-(29-6-11) The Chief M;nister resigned 
following tho fbid situation due to split in B mgtla Congress. 
The budget had to be possed by the end of June and there was 
also an a hnornnJ Situ1.tion due to influx of refugees from 
B:1ngaladesh. Presijent's rule was imposed in these circumst
ances. 

(xiii) Manipllr-(28-3-13) Upon the resignation of the 
Government on a motion of no-confidence, the Governor did 
not invite the oPPosition w:tich had a claim to a tenuous majo
rity b'c1use the budget had to be plssed before March31,1973 
Th..!refore, President's rule was proclaimed. · 

(xiv) Na~a/and-(22-3·15) Upon the fi'll of the Jasokie 
Ministry (NNO) dl1e to def.!ctions, the United D~!mocratic 
Front ciiim!d a m dorily. It w.ts C'Jntendcd that this claim 
WlS not Vllied, be:\llse 10 memb,rs of the N.lga National 
O:gtnisation W.!I'e h~ld under duress, while actually they were 
said to b> present in the HJase and h1d inform>d the S;>3aker 

of their joining the United Dccmocrotic Front. The Speaker 
adjo·1rnr~d rhe Ho•Jse on March 20, 1975 ~fler hl·ared clis
cuss'ons. The fell of J1sokie Ministry had been Preceded l:>y 
r~·eqaent defec'hns. The bt.:dget hrd to he pas~('d. In these 
circt mst 1nccs President's rule was imPosed which however 
ltstcd for n1ore tho n 2 years. 

(xv) Gujarat-(12-3-76) Upon the defeat of the Ministry 
in the vote for gr<;nts of on~ of the dep·trtmenh. President's 
rule was prod im,,d in view of the urgency of passing the 
budget. 

(wi) Manipur-(16-5-11) 16 Congress Icgiskton dcfccled 
;.nd joined thr J~~n:!tf p.-rty. As a result, ;he Government. 
having <1nly a minDriry surport in the Je!!isl< turl' .resigned ('0 
:May 13. 1977. No nther P<'- rly W.:'ls preparc:d t•J fcrm a Govern· 
men''.Posic'ent'srtde wlsimPo'\ed but the Lcgisl21ive Assembly 
was ke:Jt <::usrcnc'cd even though the t.h:cf Mit1istcr Ivai 
rccomm-!nd,:d i~s c~issclution. 

(xvii) Tripura-(~-1 1-77) Th,, Jan"tr-CPI(M) Coalition 
Gov-~rnment b okt drwn when the f~tf•}r wit.h~rrw nprort 
on •)etc ber 26.19 '7. Leaders nf CPl(M), Co,gress, LFD and 
the CPJ WIre OPP•JSl'c! to 01 Jan::ta CFri!fak~r GoHnn:cnr. 
Pre! idcnt's rul1· w ·s, rherefore, prochd.med. 

(xviii) Assam-'12-12-79) The A"'m J;nato Vidhryani 
D!31 Co tlil on Go'--err.mcnt J<,st support w~en Co1 gres!' (U) 
·mel thf' cp;:- grt·tlp ·v!lt drew I heir support. Th~ I e-. dt>· !' ofCPM, 
<he RC'"f. he PT<'A: nd the J,o.,atr (S) Were 'n f. Vct•r of • 
··ho "t reri((l •. f J'rcs:dent'~ rule. Shri Ha7.<'ifkv, the chief 
Vfit istcr, \Vho W"~ no lun•t('T the le ·deJ c.f the A~I'::J11 Jrnlla 
Viet my: niDal \vr s unwilling to resign. Preddent's rule wrs, 
thc··efn'·e. irnrcscd. 

lxixl Kn·a/a-(:>1-J0-81) The Nayancr Coalltic'll Ministry 
"esi~n~"C cdl Octoh,r 20, 1981 rftcr two of fl1c con~·lituenls
C0rgress(S)rnd the Kerr> Ia Congres~ (Mnni Gr.1up' wilhchcw 
fheirstP1Pn~t. As nf' viable ·1Itern<-'.1ive Ministry conld be formed, 
Pre·dde.nt's rule w.~.s imposed. 

lxx) K"rala -(17-3-82) The UDF Minis'rY re.dgnrd on 
M1rch IT 1932 when it lost m<'jority with the will,dHlW<'I of 
o;urmort b? thf' Keralc .(,ong:re~s (Mf ni Group), A~ there w.as 
no pos"libility of formtng :~n :tltetn:lte viahle MIJ1fstrY, the 
Governor Jissol\•ect the Assembly 'lnd recommen(ed President's 
rulr!. 

(xxi) Msam-(19-3-82) The Gogoi Minhlly redgncd on 
M1rch 18', 1982. Wtth a history ~f.l:.~ge sc' Je defccll<•ns 
during th·} p?.st 4 yc1.rs when 4 M!n!strtes ha'.f changed, the, 
Governor did not con~ider.stable MinistrY fe 's't lc. PrcsiCent 's 
rule was,therefore,prochtmed. 

(xxii) Sikkim-(25-S-84) T,~e maj< rHy of I h< . GLrlll· g 
Mhistry fell in jeop1rdy wtt~ ~rcqcn! sh~ft .'n.lny~lllc 4: _( f 1 hl' 
legislator~ Out· to v:lrious tact!<:~ Including JnflmlctJ 11(l n I ktdn:: r
ping. bl-,ckm"'~il C!nd monetary lnduccmer~ts". Alter~wr s h fo~m 
10 altern~ tive Government w~re co~.~ild~red ft. tile. The l1fc 
of the Assembly w: s also to exp.lre In a few months. 
President's rule wrs theref(re, proclaimed. 

(xxiii) P11njab-(11-~-81) The Ak·1Ii. Dr I (L) Ministry 
was un·1ble to combat ~he fundam~nl~ltst move:meut and the 
~err0rist and the cxtrcmts! forces within the St11e. As 9 rc!-.ult 
murders.loot;ngs and other acts of lawlessncs:-; h· d s~< rply 
incr~ascd lcaCig to tot.tl ch.:.os and anarchy, p:·rocul: rly 10 the 
rur:d <~re1.s. The Ministry found itself helplt-~~ in th( rr~oer cf 
restoring even a semblance ~f or~er anywhere. AcccrdJngs to 
the Govcrno.:-'s report, the 'ittuatJon was further :sgrevated _by 
the fact th".t some of t~e Ministers were deeply lnVl•lvcd wllh 
ter-rorists and extremists. 
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CHAPTER VII 

DEPLOYMENT OF UNION ARMED FORCES IN A STATE FOR PUBLIC ORDER DUTIES 

1. INTRODUCTION 
7.1.01 Public order, which connotes public peace, 

safety and tranquillity, is primarily the responsi
bility of a State Government (Entry 1 of List II), 
which has the necessary infrastructure for the pur
pose, viz., the police, the magistracy, the judiciary, 
etc. However, when there is a serious public dis
order which threatens the security of the State or 
of the country itself, the situation becomes a matter 
of concern for the Union Government also. The role 
of the Union Government vis-a-vis that of the State 
Government in dealing with such a situation has been 
discussed in detail in the Chapters on "Legislative 
Relations"• and "Emergency Provisions".2 

7.1.02 As will be seen from these Chapters, the 
Union Government and a State Government have 
well-defined jurisdictions under the Constitution in the 
matter of dealing with a public disorder or internal 
flisturbancc: which calls for the deployment of the 
armed or other forces of the Union in aid of the civil 
power in the State. It is obvious that, to restore 
public order quickly, the Union and the State Govern
ments must act in concert. It is the purpose of this 
chapter to explore the possibility of improving Union
State co-ordination in this vital area and to remove · 
some prevailing misconceptions. 

2. THE PROBLEM 
Views of State ]Governments 

7.2.01 In our Questionnaire•, we invited ~o~me?ts 
on the conclusion arrived at by the Admmtstrahve 
Reforms Commission in its report on "Centre-State 
Relationships"', that the Union is co~petent by 
virtue of Article 355 to locate and u.se t~s Cent_r:~l 
Reserve Police and other armed forces m atd of ~lVII 
power in any State, even suo motu. The Question
naire pointed out that some States had ~ontrove~ted 
lhis view and opposed such Cent~al tnterventt<;>n. 
Among the State Governments wht.ch have re~h~d 
lo this Question, a maj.or!tY agree wtth the Adm~ms
lrative Reforms Commtsston. The other observat~ons 
made by some of them in this connection are gtven 
below: 

(i) The Articles in Part XVIII "Emergency P~o
visions" of the Constitution arm the Umon 
with powers to ensure the unity and integrity 
of the country. These are meant to be: used 
in a spirit of mutual trust. In particular, 
Article 355, which comes under th!s part, 
should be interpreted not as ~nabhng the 
Union Government to assume dtr~ct co~trol 
over law and order in a St~te but as tmp<_>stng a 
duty on it to make available the asststance 

I Chapter U 
2 Cbaptor VI 
3 Question No. 4.9 
4 Cllaptor VI, Pa11o 36 of Report. 
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of its armed forces in aid of the civil power 
in the State. 

As a mttter of general policy, armed forces 
of the Union should be deployed in a State 
with the consent of the State Government 
concerned. It is only when national security 
or integrity is threatened and the State 
Government adopts an intransigent attitude, 
that the Union Government should deploy 
its armed forces suo motu. This power should 
be used sparingly. 

(iii) State Governments cannot afford to build 
their police forces to a strength that would 
meet all contingencies. They have neces
sarily to draw upon the assistance of Union 
armed forces when the situation so demands. 

7 .2.02 A few State Governments do not agree with 
the Administrative Reforms Commission for reasons 
which are summarised below : 

(i) Article 355 does not confer any powers or 
responsibilities on the Union other than 
those implied in Articles 352 and 356. As 
neither of these Articles provides sanction 
for suo motu deployment of armed forces 
of the Union in a State, Article 355 cannot 
be deemed to confer this power on the Union. 

(ii) The word "aid" in the expression "in aid of 
the civil power" in Entry 2A of List I con
notes that the armed forces of the Union can 
be deployed in a State only at the request or 
with the concurrence of the State Govern
ment. 'Aid' cannot be forced on its reci
pient. 

(iii) The proposition that the Union Govern
ment can deploy suo motu its armed forces 
in a State goes against the scheme of the Con
stitution. As 'public order' and 'police' fall 
entirely in the State sphere, the responsi
bility of a State Government in regard to 
these two subjects should be fully respected. 

7.2.03 According to two State Governments, the 
constitutional responsibility of a State and its li
mited autonomy in regard to 'public order' and 
'police' have been eroded by the Union through the 
creation and expansion of its police forces. One 
of them feels that the insertion of Entry 2A in List I 
and the simultaneous amendments of Entries 1 
and 2 of List II in 1976 have also led to encroach
ment by the Union on the jurisdiction of the States 
in regard to these matters. 

7.2.04 Another State Government is of the view 
that it has the right to requisition the Central Re
serve Police whenever its own police force has to 
be supplemented for dealing with a serious dis
turbance. It is only the State Government which 
may requisition this force:. 



7.2.05 The different types of suggestions made 
by these State Governments to ccrrect the anomalies. 
as perceived by them. are :- · 

(i) Entry 2A of List l and Entry l of List II should 
be amended so as to make it clear that Union 
forces can be deployed in a State only at the 
request or with the concurrence of the State 
Government. 

(ii) Entry 2A of List I may be amended so that 
the Union is empowered to determine, with 
the concurrence of the Inter-State Council. 
the terms and conditions of deployment of 
its armed and other forces in a State. How
ever, the Union need not have the power, 
which th~t Entry, at present, confers on it, 
of prescnbing the powers, jurisdiction, pri
vileges and liabilities of the members of such 
forces while on such deployment. 

(iii) Entry 2A of List I, which'\vas incorporated in 
the Constitution in order to empower the 
Union to control forces like Central Reserve 
Police, Border Security Force, etc. when they 
are deployed in a State, should be deleted. 
Entry l of List II should be so amended that 
public order situations requiring the use of 
the para-military forces of the Union are 
brought within the jurisdiction of a State. 

(iv) While deployed in aid of the civil power in a 
State, there should be no restriction, as at 
present, requiring the Union forces to take 
!lrders only from the Union Government. 
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(v) Legislations like the Disturbed Areas Act 
should not be extended to a State without 
the prior consent of the State Government. 

(vi) State Governments should build up their own 
police forces and cease to be dependent on the 
para-military forces, the intelligence services 
and grants provided by the Union Govern
ment for dealing with law and order prob
lems. 

(vii) The undue expansion · of the para-military 
forces of the Union should cease. 

Vie,.·s of the Union Government 

7.2.06 The Union Ministry of Home Affairs have 
expressed the view that the Union Government has a 
duty and, therefore, the responsibilit~ expressly 
imposed on it to protect every State agamst external 
aggression and internal disturbance vide Article 355. 
In substance, this duty is to maintain the unity and 
integrity of India. The Union Government is expec
ted to use its armed forces for the discharge of this 
responsibility and, if the situation so demands, may 
do so suo motu, even if there is no request from the 
State Government concerned. According to the Mi
nistry, it is clear from Entry 2A of Li~t I that depl?~
ment of Union's armed forces m aid of the CIVIl 
power is a matter entirely for the Union Government. 
If the consent of the State Government for such 
deployment were to be made a pre-condition, the 
Union Government would not be able to discharge 
its duty under Article 355. 

7.2.07 A State Government has the sole re>ponsi
bility for maintaining public order. However, Arti
cle 355 does not comprehend ordinary problems of 
public order but the more serious aspects of external 
aggression and internal disturbance. Thus the States' 
powers can co-exist in harmony with those of the 
Union. 

7.2.08 In practice, the Union forces are deployed 
in aid of the civil power at the request of the State 
Government. But this practice cannot be cons
trued as a legal requirement, nor can it detract in 
any way from the Union's responsibility under 
Article 355 and powers to discharge the same. 

Views of the Administrative Reforms Commission 

7.2.09 In its report• on Centre-State Relation
ships, the Administrative Reforms Commission ob
served that the Central Reserve Police and Border 
Security Force are armed forces raised by the Union 
to meet the security needs of the country, both 
external and internal. The use of armed forces 
in aid of the civil power of a State is a Union 
function under Entry 2 of List I and hence perfectly 
comtitutional. Such aid could be provided at the 
request of the State Government or suo motu. The 
question whether such aid was needed was a matter 
of judgement by the Union. This was consistent with 
Article 355. 

7.2.10 The Commission went on to recommend• 
as follows: 

(i) The use of the naval, military or air force or 
any other armed forces of the Union in aid 
of civil power can be made either at the ins
tance of the State Government or suo motu 
by the Centre. 

(ii) The Centre may exercise its discretion to 
locate such forces in the States and to deploy 
them for maintaining public order for pur
poses of the Centre, such as protection of 
Central property, Central Staff, and works 
in which the Centre has ~u interest. 

1 .2.11 The U mon Government stated in regard to 
the above recommendations that these had been 
noted and would be borne in mind when the situations 
envisaged arose. 

3. CONSTITUTIONAL JURISDICTIONS OF 
UNION AND STATES 

7.3.01 Such of the Issues raised by the State Go
vernments (vide paras 7.2.01 and 7.2.02) as relate 
to the constitutional jurisdiction~ of the Union ~nd t~e 
States in the matter of puttmg down pubhc dts
order, particularly internal disturbance:. ha_ve _al
ready been dealt with in ~hapter II · Letp~latJ~~ 
Relations" and Chapter VI Emergency ProvisiOns . 
There we have discussed in detail the scope of 
Articl~ 355 Entry 2A of List I, Entry 1 of List II 
and Entry' 2 of List III. In the light of t~e disc~ssions 
and conclusions there. we have consJdeied m the 

S. Page 36 of report on' 'Centre-State Relation ships". 
6. Pages 36 & 37 of reJJort on "Centre-State Relnion

ships''. 



~ucceeding paragraphs their practical implications 
m regard to deployment of Union armed forces 
in aid of the civil power in a State. 

. ?.3.02 A St~te ~overnment has the sole responsi
bility for mamtaming public order except where 
the use of the armed forces of the Union is called 
for (Entry I of List II). The Criminal Procedure 
Code contemplates that an unlawful assembly should 
normally be dispersed by an Executive Magistrate 
or, in his absence, a Police officer by commanding 
the persons forming the· assembly to disperse. If 
this fails, he should disperse them by use of civil 
force, i.e., by using the State police with the assis
tanc~. if required, of other male persons who do 
not belong to an armed force of the Union. If these 
efforts too do not succeed, the Executive Magis
trate of the highest rank who is present, may require 
an officer of the armed forces of the Union to dis
perse the assembly with the help of the forces under 
his command and to arrest and confine members 
of the assembly. The officer of the armed forces 
so called upon has to obey the requisition "in such 
manner ~she thinks fit". (Sections 129 & 130 of the 
Cr. P.C.). 

7.3.03 In a situation where the measures described 
above are neither feasible nor appropriate, the State 
Government may request the Union Government to 
make av~ilable Union armed forces to help restore 
public order. Even where the public disorder is not so 
serious as to fall in the category of au "internal 
disturbance" as contemplated in Article 355 of the 
Constitution, the Union Government may accede to the 
request, unless jt finds that the State Government's 
p Jlice force should, on its own, be able to deal with 
the disorder and restore normalcy. 

7.3.04. An "internal disturbance", however, is far 
more serious than "public disorder" and differs from 
it in degree as well as kind. The former has the 
characteristics of domestic chaos and inter alia 
endangers the security of the State. It may be man
made (e.g. a wide-spread and violent agitation or 
a communal flare-up) or Nature-made (e.g. a natural 
calamity that paralyses administration in a large 
area of a State). Article 355 imposes a duty on the 
U uiou Government to protect a State against such 
an internal disturbance. By implication, the Article 
grants to the Union Government such powers as may 
be essential for effectively discharging the duty 
cast on it. 

7.3.05 In the event of au internal disturbance, 
the Union Government may dicharge its obligation 
by providing assistance to a State Government in a 
number of ways. It may advise the State Government 
on how best the situation might be brought under con
trol. It may provide assistance to it in the shape of 
men materials and finance. It may deploy its armed 
forces in aid of the State police and magistracy 
(Entry 2A of List I). The Union Government may 
also suggest or initiate measures to prevent the 
recurrence of the disturbance. 

7.3.06 It is conceivable that a State Government 
is unable or unwilling to suppress an internal dis
turbance and may even refuse to seek the aid of the 
armed forces of the Union in the matter. However, 
the Union Government, in view of its constitutional 
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obligation, cannot be a silent spectator when it 
finds the situation fast drifting towards anarchy 
or a physical breakdown of the State administration. 
In such an unusal, yet not entirely an improbable 
event, the Union Government may deploy its armed 
forces suo motu to deal with the disturbance and 
restore public order. The phrase "in aid of the civil 
power" in Entry 2A of List I and Entry I in List II 
signifies that the deployment is in aid of the instrumen
talities of the State charged with the maintenance of 
public order. It does not necessarily imply that such 
deployment should take place only at the request of 
the State Government. 

7.3.07 While the Union Government has, under 
Article 355, all the powers that it may need to deal 
with an internal disturbance, it cannot assume the 
sole responsibility for dealing with an internal dis
turbance by superseding or excluding the State 
police and other authorities responsible for main
taining public order. Neither can the Union Govern
ment deploy, in contravention of the wishes of a 
State Government, its armed forces to deal with a 
relatively less serious public order problem which 
is unlikely to escalate and which the State Govtrn
ment is confident of tackling. It would not be con
stitutionally proper for the Union Government to 
take such measures except when a national emergency 
under Article 352 or President's rule under Article 
356 has been proclaimed. 

7.3.08 The use of the armed forces of the Union in 
the maintenance of public order (Entry I of List II) 
has always been outside the purview of the States. 
Even before the insertion of Entry 2A in List I by 
the 42nd Amendment, the Union Government did 
have, by virtue of Entry 2 in List I, exclusive control 
over its armed forces and had the power to deploy 
them in aid of the civil power whether for main
taining public order or quelling an internal distur
bance. What was implicit in Entry 2 was later made 
explicit by Entry 2A. The only difference is that, 
under the latter entry, not only an armed force of the 
Union but also a force which is not an armed force 
(e.g., a force of technical experts), and which is 
subject to the control of the Union, may be deployed 
in a State in aid of the civil power. 

7.3.09 Except for the limited purpose of disper
sing an unlawful assembly and arresting and confining 
its members, for which s~ction 130 of the Code of 
Criminal Procedure empowers the Exe<:utive Ma
gistrate of the highest rank to requisition the aid of 
the armed forces, of the Union, neither the State 
Government nor any authority under it has been 
conferred by the Constitution any legal right to 
requisition and utilise in the manner it consides 
best the armed forces of the Union while dealing with 
a public disorder or internal disturbance in the St~te. 
It is entirely for the Union Government to dec1de 
whether its armed forces should be deployed, and the 
strength and manner of such deployment. Even 
under Section 130 of the Cr. P.C., the officer of a 
Union armed force who must comply with a requi
sition made to him by an Executive Magistrate, 
will decide, on his own, the manner in which the 
unlawful assembly has to be dispersed by forces 
under his command. 



7.3.10 Another type of situation wherein the Union 
Government may deploy its armed forces, even suo 
motu, would be when Union property (e.g. instal
lations, factories, office buildings etc.) situated in a 
State needis special protection which the State Go
vemm e~ s not able to provide. Protection of pro
pert~ is at function which is ancillary and incidental 
to the relevant subjects in the Union list to wh:ch the 
ownership of the property pertains. Such subjects 
could be Railways (Entry 22), Ports (Entry 27), Air
ways (Entry 29), Posts and Telegraphs (Entry 31), 
etc. of Property of the Union (Entry 32). Be~ides, 
the lJnion Government i~ not precluded from con
ferring on the members of the armed forces so 
deployed, such powers of a police officer as would 
be essential for the purpose of carrying out the func
tion. The members of the armed force can then 
exercise these powers not only for the protection 
of Union property but also for dealing with the 
public disorder in the proximity of the property if 
it directly or imminently endangers the safety of 
that property or the employees working there. It 
has to be noted that conferment of such pow~rs is 
only incidental to the implementation of this main 
purpose, in this case, the protection of Union pro
perty. Also, a< pointed out in para 7.3.07 above, 
e~ercise of such powers does not mean superseding 
or excluding the jurisdiction of the State police. 

7.3.11 When Union armed forces are deployed in a 
State, the State authorities concerned hav .. to act in 
concert with the forces. It is implied in Article 355 
that the Union Government has the overriding power 
to ensure such coordination. If a State Government 
or its authorities choose to withhold their cooperation 
while d..aling with an internal disturbance, the Union 
Government is empowered to issue a formal direc
tion under Article 257 or even Article 355. This will 
however, be as a last resort and only after efforts 
to persuade the State Government as also a warning 
to it, fail to secure the neeessarv cooperation. Fai
lure to comply with such a direction may attract the 
sanction of Article 365 and action under Article 
356 to proclaim President's rule. 

7.3.12 Since the commenc;ment of the Con~tit
ution, the Union Government deployed the Central 
Reserve Police Foree sUo motu only on three occasi
ons, viz. once in Kerala in September, 1968 for the 
protection of Union Government offices in Triva
ndrum during tbe strike of Union Government 
employees. and twice in West Bengal in 1969, for the 
protection of Farakka B~rrJ ge and in connection 
with clashes between the workers of the Durgapur 
Steel Plant and the Uttar Pradesh Provincial Armed 
Constabulary stationed by the Union Government 
at the Plant. The Union Government, in the first 
two cases, did not agree with the demand of 
the State Government for the withdrawal of the 
Central Reserve Police Foree but in the third 
case agreed to do so. In all these cases, it seems 
that care was taken by the Union Government not 
to provoke confrontation with the State Governments 
concerned and precipitate a constitutional crisis. 

7.3.13 The foregoing analysis should help remove 
the misconceptions (vide paras 7.2.01 and 7.2.02 
above) about the role and responsibility of the Union 
Government in regard to public order in a State 
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and the circumstances in which it may deploy its 
armed forces in aid <;>f the chil power in the State, 
suo moto or otherwrse. 

4. IJECLARING AN AREA AS DISTURBED 

7.4.01 We now consider the suggestion that the 
Union Government shoulc' not declare a particular 
area within a State as "disturbed", without obtain
ing the prior consent of the State Government [Vide 
para 7.2.02 (iii) above]. 

7.4.02 The Armed Forces (Special Powers) Act, 
1958 and the Armed Forces (Punjab and Chandigarh) 
Special Powers Act, 1983 are Union enactments 
which primarily relate to Entries 2 and 2A of List I 
and incidentally to Entry 2, List lii also. The forme; 
Act applies in the seven States in the north-eastern 
region and .the latter in Punjab and Chandigarh. 
The Acts eonfer on certain authorities, viz., the 
Governor or the Administrator, within the res
pective Statc.- or, as tht. case may be the Union 
Territory and also on the President the power to 
declare an area in any of these States' or Union Ter
ritory as a "disturb~d area" if, in the opinion ofthat 
authority, the area is in such a disturbed or dan
gerous condition that it is nt'cessary to use the armed 
forces of the union in aid of the civil power. Spe
cified categories of officers in the Union armed forces 
who are deployed in an area declared as 'disturbed 
area' can exercise, by virtue of the provisions of 
these Acts, certain enhanced powers, e.g., to fire 
upon or otherwise use force even to the extent of 
causing death, to destroy arms dumps, etc. 

7.4.03 The power to declare an area as "disturbed 
area" has been used by the Union Government in a 
State troubled by insurgency or violent public dis
turbances. Because of its responsibility to protect 
a State against such internal disturbance, the Union 
Government is competent to assess the situation and 
decide what special measures including powers for 
its armed forc.,s are necessary for dealing with it. 
As pointed out above. the State Government also 
has been given this power. 

5. COOPERATION BETWEEN UNION AND 
STATE GOVERNMENTS ESSENTIAL 

7.5.0 l Maintenance of public order involves a 
whJie range of functions starting with cognizance 
of offences, search, seizure and arrest, and followed 
by registration of reports of offences (FIRs), in
vestigation, prosecution, trial and, in the event of 
conviction, ·execution of sentences. The Union's 
armed forces, where their members have been in
vested with powers under the Criminal . Procedme 
Code, are responsible broadly for only· the first 
four operations. The remaining have to be atten
ded to by the State criminal justice machinery, 
viz. thep..>lice, th~ magistrates, the prosecuting agency, 
the c0urts, the jails, etc. Clearly, the purpose of 
deployment which is to restore public order and 
ensure that effective follow-up action is taken in 
order to prevent recurrence of disturbances, cannot 
be achieved without the active assistance .and co
operation of the entire law enforcing machinery of 
the State Government. If the Union Government 
chooses to take unilateral steps to quell an internal 



disturbance without the assistance ofthe State Gov
ernment, these can at best provide temporary 
relief to the affected area and none at all where such 
disturbances are chronic. 

7.5.02 Thus, practical considerations, as indicated 
abJVe, make it imperative that the Union Govern
ment should invariably consult and seek the coopera
tion of the State Government, if it proposes either to 
deploy suo >n~tu its armed forces in that State or to 
declare an area as "disturbed", the constitutional 
position notwithstanding. It need hardly be empha
sized that without the State Government's coopera
tion. the mere assertion of the Union Government's 
right to deploy its armed forces cannot solve public 
order problems. 

7.5.03 We recommend that, before deploying Union 
armed and other forces in a State in aid of the civil 
power otherwise than on a request from the State 
Government, or before declaring an area within a 
State as a "disturbed area", it is desirable that the 
State Government should be consulted, wherever 
feasible, and its cooperation sought by the Union 
Government. However, prior consultation with the 
State Government is not obligatory. 

6. OTHER ISSUES 

7.6.01 To facilitate discussion, the 
issues raised by State Governments may 
mulated as follows : 

remaining 
be re-for-

(i) (a) Whether the Constitution permits an 
armed force of the Union, when deployed in a 
State in aid of the civil power, to take over 
completely the role of the State Police forces. 
(b) Whether the Union, using its power to 
deploy its armed forces. has in any way 
been encroaching on the jurisdiction and pow
ers of the States in the fields of "Public 
Order" and ''Police". 
(c) What should be the relationship between 
and Union armed force and the State Police 
when the former is deployed in the State in 
aid of the civil power. 

(ii) Whether State Governments are in fact ~e
coming increasingly dependent on the Unwn 
para-military forces in the matter of dealing 
withpublicorder, excluding~ow~ver abn?rmal 
situations caused by State-w1de vwlance, Insur
gency, terrorism, etc. 

(iii) How sh~uld State . Governments strengthen 
their pohce forces 1n ?rder that .they may 
become fairly self-suflic•ent and the•r demands 
on the Union Government for its armed forces 
get reduced? 

(iv) How should the Union Government's assis
tance to State Governments in dealing with 
public order proble~s be mad.., more 
meaningful and effective? 

We consider that the questi?n of undue eXJ;>ansion 
of Union armed forces, wh1ch has been ra1sed by 
one of the State Governments, is strictly nor · rele
vant to the subject under discussion. So long as 
Union-State relations in this field are worked on 
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constitutional basis and all legitimate ailiatance is 
received by State Governments from the Union 
Government in dealing with public order problems, 
it should be left to the Union Government to decide 
as lo what the strength of its armed forces should be. 
The suggestion made by another State Government 
regarding amendment of Entry I of List II and dele
tion of Entry 2A of List I has been dealt with in the 
Chapter on "Legislativ~ Relations".• 

7. ARRANGEMENTS FOR ASSISTING STATE 
POLICE IN REGARD TO PUBLIC ORDER 

General Considerations 
7.7.01 The Union Government can meet tho 

request of a State Government in need of assistance 
by detailing one or more units from (a) Union para
military forces (b) Armed Police Battalions belong
ing to other States, if available, or (c) the Army. 
For reasons explained below. the Army is not de
ployed exeept as a last resort wben the para-military 
forees cannot by themselves handle an acute 
internal disturbance situation. 

Need for Para-Military Forces 

7. 7.02 It has been recognised for the past three
quarters of a eentury and more that, in the day-to
day administration of law and order. resort to 
military force should be avoided. The Army is 
maintained, trained and equipped exclusively for 
the defence of the country, though it could be called 
in aid of the civil power for very short Periods and 
subject to clearly defined restrictions. Frequent usc 
of the Army undermines the prestige and authority 
of the State Police. The deterrent effect of the Army 
on anti-social and criminal elements fomenting tro
uble tends to diminish rapidly when it is deployed 
time and again. Also, too frequent and too long a 
use of Army troops adversely affects theh operational 
training and undermines their morale. 

7.7.03 Keeping the above considerations in view, 
the Government of India, soon after Independence, 
decided that the Provincial Police should be asked 
to have their own armed units. This led to the creation 
of an "Armed Wing" for every State Police force. 
Every State Government has now, as part of its 
Armed Police Wing, a District Armed Reserve and 
Armed Police Battalions. According to the National 
Police Commission, the District Armed Police Re
serves have remained more or less static. But there 
has been a gradual growth in the number of Armed 
Police Battalions in many States. (Vide para 51.3 
of Seventh Report, May 1981). 

7.7.04 The composition of a State ~rmed Police 
Battalion follows the inf~ntry pattern ID the Army. 
An armed poliee unit detailed f~r a specific task h!la 
to be accompanied by a. local pohc~ o~eeror a magis
trate and receive directions from h•m m regard to the 
action to be taken. An Armed Police Battalion is 
intended to be a strike foree which makes its appea
rance at a psychological moment and creates awe 
among the troublemakers. 

7. 7.05 Mention may be made her~ of the lt_ldia 
Reserve Battalions. Eleven armed pobce Battahona 
were raised in 1971 as a temporary measure by four 

7. C.hapter II, p1ras 2.10.03 tet2.t0.27. 



Stat• Governments at the instance of the Union 
Government. These were meant to be deployed in 
States mainly for tackling probltms created by the 
massive influx of refug~es, and the naxalite problem. 
As the problems gradually receded, the number of 
b:1ttalions was progressively reduced. Two State 
Governments now maintain four Reserve battalions. 
The Union Government initially met most of the 
~ost _of raising and training the battalions. At present, 
tt retmburses a prop:>rtion of their recurring costs. 
The battalions, though maintained and c0ntrolled 
by. the States, remain at the disp:Jsal of the 
UniOn Government for being deployed in such of' 
the States as require assistance in dealing with law 
and order situation~. 

7.7.06. The armed police battalions (including 
the India Reserve Battalions) belonging to one State 
can operate outside the State on the following basis. 
The extension of the powers and jurisdiction of mem
bers of a police force belonging to one State to an 
area in another State, with the consent of the latter 
State, is a Union subject vide Entry 80 of List I. in 
exercise of the powers conferred by Sections 3 and 4 
ofthe Police Act, 1888 (an "existing law"), the Union 
Government has notified with the consent of all the 
State Governments, except Nagaland, that a Police 
Officer of any one of the consenting States may 
ex;:rcise in another among them, the powers and 
jurisdiction of a Police Officer of the latter state. 

UNION PARAMILITARY FORCES ORIGIN 

7.7.07. The Crown Representative's Police For
ce was raised in 1939 as a reserve fore(. to aid the 
former Princely States in maintaining law and order 
in times of emergency. After indept:Odence, the Fo
rce was brought under a fresh Central Act and re
named as the Central Reserve Police Force (CRPF). 
At the time of its enactment, the Central Reserve 
Police Force Act, 1949, was relatable to "any other 
armed forces raised or maintained by the Dominion" 
mentioned in paragraph 1 of the Federal Legislative 
List of the Seventh Schedule to the Government of 
India Act, 1935, as adapted. We shall discuss prese
ntly the functions of this Force. 

7.7 .08. Though originally a police force, the cha
racter of Assam Rifles changed and it became and 
armed force when the Assam Rifles Act, 1941, a Ce
ntral Act, came into force. This Act, which is an" ex
isting law", has undergone amendm,nts from time 
to time, and continues to regulate matters like appo
intments to the force, privileges of its members, etc. 
The Force has been assigned certain special functions 
in the north-eastern region, viz. security of interna
tional_ b:>rders in _certain sec~o.rs, count~~-in~urgency 
operations and assiStance to ctvtl authonttes m main
taining law and order in sensitive areas. 

7.7.09. Three other para-military forces were 
raised subsequently, viz. the Indo-Tibetan Border 
Police (ITBP) in 1962, the Border Security 
"Force (BSF) in I 965, and the Central Industrial 
Security Force (CISF) in 1969. Th~ Railway Prote
ction Force was made an armed force in 1985. Like 
the Central Reserve Police Force and the Assam 
JJI!es, these too are armed forces of the Union. Their 
llllllel broadly describe their functions. 
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Role of CRPF 

'7 .7 .10. We shall ftrst consider the role of the Cen
tral Res~rve Police Force, which is normally deploy
ed in aid of civil power in a State. The Cent! a! Reserve 
Police Force Rules, 1955 framed under section 18 of 
the Central Reserve Po lice Force Act, 1949, regulate 
inter alia the powers and duties of the members of the 
Force. A member of the C.:ntral Reserve Police Force 
may be employed in any part of the country for the 
restoration and maintenance of law and order and 
for any other purpose as tlirected by the Central Go
v~mment (Rule 25 of CRPF Rule). "Active duty" 
for such a member means the duty to restore and 
preserve order in any local area in the event of any 
disturbanco;; therein [section 2 of (I) CRPF Act]. It is 
the duty of every such member to obeY and execute 
the orders and warrants lawfully issued to him by 
any comp~tent authotity, to detect and bring offen
ders to justice and to apprehend all p~rsons whom he 
is legally authorised to apprehend (Section 7 of CRPF 
Act). 

7.7.11. Though the organisation is designated as 
the Central Reserve Police, a member thereof is 
appointed under the Central Reserve Police Force 
Act and not under the Police Act,l861. The latter Act 
invests the persons, who on appointment Is issued a 
certificate under Section 8 of the Act, with all the 
powers, functions and privileges of a police officer, 
Consequently, the Central Reserve Police Force is 
not "Police" within the meaning of Entry 2 of List 
II. It is an armed force of the Union meant to be 
deployed in a State only in aid of the civil power for 
the purpose of restoring and preserving public order. 
Section 16(1) of the Central Reserve Police Force 
Act accordingly empowers the Central Government 
to confer and impose on a member of the Force limit
ed powers and duties which he necessarily must exer
cise'Perform in the course of discharging his functions 
under the Act. 

7.7 .12. The only powers and duties that have 
been conferred and imposed on members of the 
Central Reserve Police Force are those under the 
Criminal Procedure Code (vide Annexure VII. 1). 
Jt will be observed that a member of the force has 
the powers of a police officer to arrest, in certain 
circuDJStances, without warrant; search a place where 
the persons to be arrested may have entered; pursue 
such a person; search him; seize offensive weapons· 
and seize property connected with the commissio~ 
of an offence. A member of the Force has also the 
responsibility and the necessary powers of a police 
officer to take preventive action, e.g. arrest a person 
to prevent the commission of a congizable offence 
and prevent damage to public property. A member 
of the Force not lower in rank than a Sub-Inspector 
has the power of a police officer to command an 
unlawful assembly to dispers"; if the assembly does 
not disperse, to disperse it by use of civil force; and, if 
necessatv, to arrest and confine tht persons forming 
the assembly. 

7.7.13. It is important to note that a member of 
the Central Reserve Police Force has only those 
powers which are necessary to assist the State Police 
and none other, e.g. the power to conduct investi
gation of a crime, summon person' for that purpose, 



forward a report on the investigation to a Magistrate 
etc: Al~h~~jlh "the duty to detect and bring offender; 
to JUStice 1s. common to a police officer (vide Section 
23 of the Pol.!Ce Act,l861) and a memb~rofthe Central 
Reserve Pol~ce Force (vide Section 7 of the Central 
Reserve Police Force Act, 1949), the actual p;nvers 
a~d duties of the latter are much fewer and more res
tncted than those of a police officer. 

7.7.14. Like the State Armed Police Battalion, the 
Central Reserve Police Force IS organised on the in
f~n~ry _Pat~ern of the Army. There is also a broad 
stm~lanty m the functioning of the Central Rese1ve 
Police Force and State AimJd Police Batt<> lions in 
that ~oth these forces are meant to be utilised 'for 
c~rtam specified tasks for a limit~d duration at a 
t1m~. TheY. ought. not to be deployed on routine civil 
p;>lice dut1es or m a manner which deprives ag Unit 
of the opp:>rtunity to operate as a well-kntt group 
with a leader to guide and contra I them. However, 
there are some fc:atures which distinguish tho: two 
forces, viz. : 

(i) The Commander of a Central Reserve Police 
Force unit, during the period of its deploy
ment in a State, functions under the general 
control and directions of the State civil autho
rities concerned. He is informed by them of the 
specific tasks to be Performed by the force 
under his charge. But once the tasks have been 
allotted, the Commander of the Central Re
serve Police Force unit is resp3nsible for 
determining the manner in which the tasks 
will be performed and for the distribution and 
deployment of the men under his command. 
He continues to be accountable to his supe
riors in the Central Reserve Police Force for 
the due complc;:tion of the tasks assigned to 
him. 

(ii) The Central Reserve Police Force unit obtains 
(a) information about local conditions from 
the civil authorities; and (b) local intelligence 
from the State Police. 

(iii) In the locality or area where the Central 
Reserve Police Force unit is deployed and is 
carrying ol't its assigned tasks, it does not in 
any way supplant the jurisdiction of the local 
civil authorities, including that of the State 
Police. 

(iv) The Central Reserve Police Force may arrest 
and hand over the offenders to the State Poli
ce. It is not resp;,nsible for registration of offe
nces or investigation of cases. 

7.7.15. It will be observed that the arrangements 
conform to the division of functions between the 
Union and the State described in para 7,5.01, above. 
These also provide for dialogue and coordination 
between them while carrying ot,t their respective 
tasks. State civil authorities are throughout respon
sible for public order while the Central Reserve Poli
ce Force is an instrumentality placed at their dispo
sal to restore and maintain public order. The danger 
of overlapping jurisdiction, which would have result
ed if the Central Reserve Police Force too had been 
made responsible for public order in the area of its 
deployment, is avoided. (Cf. Dr. B.R. Ambedkar, 
page 1186 CAD Volume IX). 
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Role of BSF 

• 7.7.16 .. The Border Security Force has been set up 
t.or ensunng the security of the borders of India and 
fo_r matters connected therewith. Under Section 139 
ot the Border Security Force Act, 1968, members of 
the Force have been empowered, when they function 
w1thm the local liiDJts of specified areas adjoining the 
borders, ~o exerci~e powers and discharge duties 
under Unwn Act, like the Passport (Entry into India) 
Act, 1920, Regtstratwn of Foreigners Act 1939 etc 
as ~lso the Criminal Procedure Code. Th, purpo~e of 
thetr bemg so empowered is to prevent cognizable 
offence~ under these Acts being committed and to 
apprehend offences. 

7.7.17. When a request is received from a State 
Goyernmont for the asshtance of armed forces, the 
Unwn Government, after reviewing the availability 
of the State Government's own Armed Police tries 
to meet the ~a lance requirement by deploying C~ntra1 
Reserve Police Force units and, if these arc insuffi· 
ctent, Border Security Force units. 

7.7.18. However, the powers conferred on mem· 
hers ot the Border Security Force under the Criminal 
Pro.cedure. Code cannot be exercised by them oubide 
their specified areas, except the powers and duties 
unde.r Sectwns _130-1?1 of Cr. P. C. which they have 
by VIrtue of thetr bemg members of an armed force 
of the Union .. It is to be noted that Section 131 
ot Cr. P. C. provtdes for initiative being taken by 
armed forces of the Union, including the defence 
f~rces and the:. Border Security Force. In a public 
<itsorder sttuatwn, ':"hen a gazetted officer of the 
Force fin~s that he 1s unable to communicate with 
an Executtv~ Magtstrate, he may, with the help of the 
men. under .hts command, disperse an unlawful assem· 
bly m the mterest of public security and arrest and 
confine Ilersons ~arming part of it. He should then 
communtcate w1th an Executive Magi~trate if it 
b~c'?mes p~acticable to do so, and thereafter' obey 
h1s mstructwn, (Section 131 of Cr. P.C.) 

7.7.19. Consequently, the Border Security Force 
:-vhen deployed ni aid of civil power, has to functio~ 
Ill the same manner as the Army does while on such 
dut~. Neither of them exercises police pow~rs. 
\Yhtle cany~il out the task assigned to them by State 
ctvtl authonttes for restoring normalcy in an areas 
affected by public disorder, they act on the principle 
that the measures taken are the minimum necessarv 
to prevent set ious crime and that all care and skill is 
exercised. The various connected police functions 
are perfor111t.d by . the members of the State police 
who coordmate wtth the Border Security Force or 
the Army unit deployed. It will be seen that the role 
of tht Border Security Force or the Army when 
depl0ycd in aid of the civil power, has none of the 
substantive characteristics of a police force. The State 
police continues to be responsible for maintaining 
public order and there can be no question of the 
Border Security Force or the Army encroaching on 
the jurisdiction and powers of the State Governmem 
~ither in the fieldof"Police" or "Public Order". 

7.7.20. State Governments have all these years 
frequently requested for and obtaintd the assistance 
of the armod forces of the Union (including the Army,· 



etc.) for the maintenace of publid ordt.r. There is no 
State Goverment which has not at some time or the 
other made use of the Union forces. With the eXce· 
ption of the three occasions when the Union forces 
were deployed in States tor the protection of Union 
property, personnel ect. (ride para 7.3.12 above). 
there has been no instance so hu, since the inception 
of the Constitution, of any friction having been gene
rated between the Union and a State Governm.,ut 
in regard to the use of these forces for restoring 
public order. 

7.7.21. We have been informed by the Union 
Ministry of Home Affairs that there have been no 
complaints t.ither from the Central Reserve Police 
Force or the Border Security Force about any State 
authority not coopc;rating with them in dealing with 
public disturb.1nces. Further, no complaints have 
been received from any State Government allegtng 
misbehaviour on the part of the members of the 
Central Reserve Police Force or the Border Security 
Force. (The remaining paramilitary forces like the 
Indo-Tibetan Border Police, the Assam Rifles, the 
Central Industrial Security Force and the Railway 
Protection Force are seldom delayed outside their 
prescribed are<> of functioning). 

7.7.22. We are, therefore, of the opinion that the 
eXisting relationship between the Union armed forces 
and the State civil authorities, and the manner of 
their functioning as prescribed in the relevant Union 
laws and procedures do not need any change, They 
fully conform to the division of powers in the Consti
tution between the Union and the States. 

8. POWERS, JURISDICTION, PRIVILEGES 
AND LIABILITIES OF MEMBERS OF 
CRPF, BSF AND OTHER UNION FORCES 

WHILE DEPLOYED IN STATES 
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7.8.01. As mentioned in para 7.2.05 above, it has 
been suggested to us that Entry 2A of List I should 
be amended so that (a) it specifically provides that 
an armed or other force of the Union can be deployed 
in a State in aid of the civil power only at the request 
or with the concurrence of the State Governmt.nt, 
and (b) the expression "powers, jurisdiction, privi
leges and liabilities of the members of such forec;s 
while on such deployment" occurring in the Entry is 
replaced by the e>q~ression "determination ?f terms 
and conditions of such deployment applicable to 
all States with the concurrence of the Inter-State 
Coun"il". The point at (a) has been dealt with in 
paras 7.3.06 to 7. 3. 08 and 7.5.01 to 7.5.03 above. 
We now propose to deal with the point at (b). 

7.8.02. The superintendence, control and a~ minis
tration of a force (whether armed or otherwise) of 
the Union ha necessarily to vest in the U~ionGovern
ment. While on deploymast 1n a State m a1d of the 
civil power, the fore., IS subJect_ to the command, 
supervision, control and dut.cti_on of such autho
rities and officers as may b~ appointed by the Unwn 
Government. As s11ch, the powers, JunsdJctwn, pu
vileges and liabilities of the members "f the force 
while on such deployment can be prescribed by the 
Union alone. These provide the requisite statutory 
cover to the various actions that the members of 
tho force have to take while carrying out thei1 

specified duties and responsibilities. Deletion of the 
expression "powers, juridiction, privileges and 
liabilities of the members of such forces while on 
such deployment" from Entry 2A of List I will -
create an operational vacuum. 

7.8.03. The terms and conditions on which a force 
of the Union is deployed in a State in aid of the civil 
power have also to be determined by the Union. The 
existing terms and conditions of deployment are the 
same for all the States, except that some States like 
Jammu and Kashmir, Manipur, Tripura and Sikkim 
have been exempted from payment of charges of 
deployment of Union armed froces in those States. 
No, State Government has pointed out to us any 
lacuna these terms and conditions. Therefore, it 
seems pointless to involve the Inter-State Council 
in the matter of determining them. The Council, 
which in intended to be the highest constitutional 
forum for Union State and inter-State coordination, 
should not be burdened with a comparatlvdy routine 
administrative task like concurring in the terms and 
conditions of deployment of Union forces in a State. 

9. LEVEL OF DEPLOYMENT OF CRPF & 
BSF IN STATES/UNION TERRITORIES 

7.9.01. On the basis of the data obained from 
the Ministry of Home Affars in regard to the strength 
of Central Reserve Police Force and Border Security 
Force contingents which were deployed in States and 
Union territories during the period from 1-1-1974 to 
31-12-1985, the average str.:ngth deployed in each 
the five Zones. the North-Eastern region and for 
the whole of India (excluding the two island terri
tories) were calculated for each of the 12 years. While 
working out th~ figures of average deployment, the 
large Increases 1D deployment in certain parts of the 
country (e.g. Punjab, Asssam, Gujarat, etc.) in 
recent years, nacessitated by acute internal distur
bance, were ignored, considering the fact that such 
deployment was of an ad hoc character. Since the aim 
was to arrive at the normal demand of the States 
for the use of the Union armed forces. inclusion of the 
deployment to meet unusual situations of an ad hoc 
character would have distorted the picture in respect 
of the extent of demand of the States for the Union 
armed forces for the usual public order purposes. The 
annual average deployments have been depicted 
graphically at Annexure VII.2. 

7.9.02. It is seen that the average deployment in 
the Northern ll:nd the Central Zones and in the 
north-eastern regwn has been fiuctuating.But it shows 
a downward trend in the Eastern, Western and the 
Southern Zones. So does the average deployment 
for the country as a whole. However, as mentioned 
above. the he~vy deployments during the past few 
::;ears ID ~elta!U bo~der States have not been taken into 
account 1D pr~panng the graphas. The trends shown 
by our analysis thus represent normal requirements. 

7.9.03. These trends do not corroborate the view 
expressed by o~e of the State Gov~rnmets that States 
ar~becommg Increasingly dependent on the para
military forces. Further, no other State Govern
met;tt has c;Xpressed th~ view that deployment of the 
Unwn ar_med fo1ces . In .t~e State has impair,d its 
re&ponsibihty for mamtatn1ng public order. 



10• MEASURES TO STRENGTHEN STATE 
A.~<.MED' POLICE 

7·10·01.. An anal~~is ot the extent of deployment 
df t~e Umon para-mllttary forces in individual States 
b urmg the_years 1974-85 shows that internal distur-

anct.s which are _not of an unusually seriou~ nature 
(e.g. those extendtng over large areas of a Stat and 
for prolonged periods) can be dealt with by a maJority 
of t~e States on their own if they augment their res
Pecttve Armed Police _Battalions. On the other hand, 
even the norJ?al requtremeuts of certain other States 
are much htgher. 

7.10.02. We reco~mend that each State Govern· 
ment may work out, tn consultation with the Union 
Government, s~o~-term and long-term arrangements 
fo.r strengthenmg tts own Armec:l Police. The objective 
Will be to make each State largely self-reliant in the 
matter of. Armed Polic~ so that the assistance 
of the Unton armed forces will be necessary only in 
cases of very severe distv.rbances. · 

7.10.03. It has come to our notice that there are 
often allegations against police in certain States that 
they di~play partisan attitudes when dealing· with 
public disorders, particularly communal clashes. 
The State Governments concerned find it useful to 
requisition the Union armed forces or Armed Police 
Battalion from other States rather than deploy their 
own Armed Police. We also find that, in communal 
distrubance~, the Union forces often inspire greater 
confidence m the local people, especially minorities 
than the State Police. ' 

7.10.04. We recommend that the Union Govern
ment, while advising and, if nece~sary, a~sisting a 
State Government in strengthening its Armed Police 
Force, may take into account the following factors : 

(i) the degree of confidence that the people of the 
State (particularly those living in disorder
prone areas) hav~ in the State Police, armed 
and unarmed; 

(ii) if large-scale public disorders are frequent, the 
causes therefor and the steps which the State 
Government should take on the social, econo
mic and other fronts to prevent disorders. 
(Mere strengthening of Armed Police may not 
achieve the objective); 

(iii) the inadvisability of a State (particularly if 
it is a small State) expanding its Armed Police, 
if it cannot be fully utilised throughout the 
year; and 

(iv) the feasibility of more efficient utilisation of the 
State Armed Police. 

Better Utilisation of State Armed Police Through 
Regional Grouping 

7.10.05. It should be possible for a group of neigh
bouring States to have, by consensus, a standing arran
gement for the use of the ~rmed Police of ~ny of the 
States in another State wtthm the group m case of 
need. The Zonal Council would be the best forum 
for achieving the consensus or mutual consent of the 
States within a zone for devising such an arrangement. 
The Union Government may devise, by consensl!s, 
the regional groupings, keepini m View contmuity 
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and logistics and encourage_ States to participate fully 
m t_he arrang2ment. Thts wtll ensure that the Armed 
Pohce Force reserves within a group are put to opti
mal use, by takmg advantage of the fa~t that varying 
strengths of Arm.ed. Pohce wtll be reqUired at varying 
hmes by States wtthm the grou~. Under this arrange
ment, the Umon Government wtll momtor co-ordinate 
and control all such inter-State movem;nts of State 
Armed Police_. It is only when it is not possible to 
meet the reqUirements of a State within the group that 
the Umon Government will decide whether to draw 
from any_ of its own para-military forces or from Ar
med Pohce Battalions belonging to one or more 
States outside the group. 

7 .10.06. Although, it will take some time to evolve 
a system for integrating the operations within a State 
of the Armed Police with the demands placed for them 
by l_IDother State in the group, we recommend that a 
begmnmg should be made immediately to plan use of 
Armed Police forces inter-State within a region. This 
arrangement will only be for meeting special demands 
for short periods from the States in a group. Their 
Armed Polic_:e will not merge or get integrated but will 
remam dtstmct as hitherto. 

Improving Effectiveness & Morale of State Armed 
Police 

. 7.10.07. From a long-term point of view, it is 
tmportant that State Governments should develop 
the!r capability to deal with public order problems on 
thetr own and they should seek the assistance of the 
Union armed forces only in exceptional circumstances 
and as a last resort. In this connection, we would 
commend for the consideration of State Governments 
the various measures recommended by the National 
Police Commission in their Seventh Report for im
proving the effectiveness and morale of State Armed 
Police. 

Problems in Management of Police Personnel 

7.10.08. We also recommend that the problems of 
cadre management, mobility, promotion prospects, 
etc. of police personnel in small States, especially in 
the north-eastern region, may be carefully examined 
by State Governments in consultation with the Union 
Governments. 

Interchange of Armed police officers with officers of 
Union Paramilitary Forces and Training 

7.10.09. We further recommend that there should be 
a system of interchange of the officers of the State 
Armed Police forces with those of the Central Reser
ve Police Force, Border Security Force and other 
Union armed forces. Common regional training 
centres for the State Armed Police and the Central 
Reserve Police Force, Border Security Force, etc. 
may be set up in order to bring about better exchange 
of techniques and information between the two cate
gories of armed forces and to facilitate a more inte
grated system of operations when the Union's armed 
forces are deployed in aid of the civil power in a State. 

Financial Assistance to states for strengthening armed 
Police 

7.10.10. Adequate finance would be needed by State 
Government' for augmenting and strengthening 
(by way of better equipment, more vehicles, etc.) 



!heir ~med Police . Battalions. We suggest that, 
liilill.ediately, the ques1on of financial assistance should 
be. examined in relation to the grants that are already 
bemg made ava1lable by the Union Government for 
the modernisation of State police forces. The ex
tent .of such assistance for the next Plan period may be 
specifically referred to.the next Finance Commission. 

11. COORDINATION BETWEEN THE UNION 
AND THE STATES 

7.11.01. When a request for the assistance of a 
Union armed force is received from a State Govern· 
ment, the _Dnion Government checks up the availa
blhty of 1ts para-m1htary forces. If the demand is 
very large and urgent, as for example, when elections 
~re to be held or there are prolonged disturbances, 
1t .may not be poss1ble to meet it by the Union para
military forces alone. Armed police units of other 
States may have to be deployed by requesting the 
concerned State Governments to rekase them. 

1 .11.02. For this purpose, the I 1nion Government 
receives up-to-date information about the status of 
deployment, including logistics, of the various 
battalions of its armed forces. But similar infor
mation in regard to availability and logistics of the 
State Armed Police Battalions for deployment outside 
their respective State is not available to the Union 
Government. This appears to be a major short
corning in the system. 

7.11.03. The State Police in every State has acquired 
computers for the processing, storage and retrieval 
of large quantities of data connected with the activities 
of the police. It should not be difficult for the States 
to con:ununicate o~ a .daily basis the latest position 
regarding the avatlab1lity of State Armed Police 
Battalions for deployment. 

7.11.04. In any case, we feel that it is essential 
that there should be advance planning of deployment 
including logistics, of the Union armed forces and 
State Armed Police. Battalions. For this purpose, we 
suggest that the Umon Government may get an expert 
study carried out for evolving such a system of plan-
ning. ' 

12. RECOMMENDATIONS 

7.12.01. The existing relationship between the Union 
armed forces and the State civil authorities and the 
manner of their functioning as prescribed in the 
relevant Union laws and procedures do not need any 
change. However, before the Union Government de
ploys its armed and other forces in a State in aid of 
the civil power otherwise than on a request from the 
State Government, or declares an area within a State 
as "disturbed", it is desirable that the State Govern
ment should be consulted, wherever feasible, and its 
cooperation sought, even though prior consultation 
with the State Government is not obligatory. 

(Paras 7.5.03 & 7.7.22) 

7.12.02 (a) Each State Government may work out, 
in consultation with the Union Government, short
~rm and long-term arrangements for strengthening 
1ts Armed Police. The objective will be to become 
largely self-reliant in the matter of Armed Police so 
that the assistance of the Union armed forces will be 
necessary only in cases of very severe disturbances. 

(Para 1 .10.02) 
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(b) While advising and, if necessary, assisting a 
a State Government in strengthening its Armed Police 
force, the Union Government may take into account 
the following factors : 

(i) the degree of confidence rna~ Lne people 
of the State (particularly those living in disorder 
prone areas) have in the State police, armed and 
unarmed; 

(ii) If large-scale public Jisorders are frequent, the 
causes therefor and the steps which the State 
Government should take on the social, econo
mic and other fronts to prevent disorder. 
(Mere strengthening of Armed police may not 

. achieve the objective); 

(iii) the inadvisability of a State (particularly if 
it is a small State) expanding its Armed 
Police, if it cannot be fully utilised throughout 
the year; and 

(iv) the feasibility of more efficient utilisation of the 
State Police. 

(Para 7.10.04) 

7.12.03 (a) A group of neighbouring States may, 
by consensus, have a standing arrangement for the use 
of the Armed Police of one another in case of need. 
The Union Government may devise by consensus the 
regional groupings, keeping in view contiguity and 
logistics and encourage States to participate fully. 

(b) The Zonal Council would be the best forum 
for achieving consensus of the States within a zone for 
devising such an arrangement. 

(c) The Union Government will under this arrange
ment, monitor, coordinate and control any inter
State movements of State Armed Police. It is only 
when it is not possible to meet the requirements of a 
State from within its group that the Union Govern
ment will decide whether to draw from any of its 
own para-military forces or from Armed Police Batta
lions belonging to one or more States outside the group. 

(d) A beginning may be made immediately to plan 
the use of Armed Police inter-State within a region. 

(e) This arrangement will be only for meeting spe
cial demands for short periods from the State in a 
group. Thier Armed Police will not merge or get 
integrated but will remain distinct as hitherto. 

(Paras 7.10.05 & 7.10.06) 

7.12.04. The various measures recommended by the 
National Police Commission in their Seventh Report 
for improving the effectiveness and morals of State 
Armed Police are commended for the consideration 
of State Governments. 

(Para 7.10.07) 

7.12.05. The problems of cadre management, mobi
lity, promotion prospects, etc. of police personnel 
in small States, especially in the north-eastern region, 
need to be carefully examined by the State Govern
ments in consultation with the Union Government. 

(Para 7 .I 0.08) 



7.12.06. There should be a system of interchange of 
the officen of the State Armed Police Forces with 
those .of the Central Reserve Police Force, the Border 
Secunty Force and other Union armed forces. They 
should also .~ave common regional training centres, 
so as to fac1htate better exchange of techniques and 
i~ormation and a 11:1ore · ntegrated system of opera
twos when the Umon armed forces are deployed in 
aid of the civil power in a State. 

(Para 7.10.09) 

7.12.07. (a) Adequate finance will be needed by 
State Governments for augmenting and strengthening 
(by way of better equipment, more vehicles, etc.) 
their Armed Police Battalions. The Union Govern
ment may, therefore, examine immediately the ques
tion of financial assistance to State Government& for 
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this purpose, after taking into account the grants that 
are already being made available to them for the 
moderni~ation of their police for,es. 

(b) The extent of Central assistance to be made 
available to State Governments for the above pur
pose during the next Plan period may be. specifically 
referred to the next Finance Commission. 

(Para 7.10.10) 

7.12.08. It is essential thatthere should be advance 
planning of deployment including logistic~, of the 
Union armed forces and State Armed Police Batta
lions. For this purpose, the Union Government may 
get an expert study carried out for evolving such a 
system of planning. 

(Para 7.11.04) 



ANNEXURE VII.l 

Po,.·ers and Duties onder the Criminal Procedure Code Conferred and imposed on Members of the CRPF by the Central 
Government under Section 16 of the CRPF Act, 1949 

(Note : PoWJtS mukcd with an asterisk are exercisable by a member above the rank of Sub-Inspector of the CRPF.) 

Sl. No. Section of 
Cr.P.C. 

1 2 

Broad nuture of power/du~y 

3 

1 2 3 

CHAPTI!R VII-PROCESSES TO COMPEL THE PRODUCilON 
OF TIDNGS 

CHAPTI!R V-ARREST OF PERSONS C-General Provisions relating to searches 

1. 41(1) 

2• 46 

3. 47 

4. 48 

5. 49 

6. Sl(1) 

7. S2 

8. •sJ 

Arrest without warrant. 

Arrest how m•de. 

Search of Place entered by person 
sought to be arrested. 

Pursuit of offenders into other juris· 
dictioas. 

Person arrested not to be subjected to 
unnecessary restraint. 

Search of arrested person. 

Pow:rs to seize offensive weapons. 

•Enrnin>tion of accused by medical 
p.·.1ct1ttoner at the request of the police 
officer. 

10. •too 

11. 102 

•Search or inspection (while execut
ing a search-wartant) d a place which 
is closed. 

Power to seize property whlchlsal!eged 
or susPected to have been stolen or 
which creates suspicion of the com
mission of an offence. 

CHAPTER X-MAINTENANCE OF PUBUC ORDER 
AND TRANQUILUTY 

12. 

A-Unlawful Assemblies 

Dispersal of unlawful assembly by 
use of civil force. 

CHAPTER XI-PREVENTIVE ACTION OF THE POUCE 

13. 149 Prevention of cognizable offences. 

CRAPmt VI-PROCESSES TO COMPEL APPEARANCE 
B-Warrant of Arrest 

14. ISO Communication to senior officer of 
information received on design to 
commit cognizable offences. 

15. lSI Arrest to Prevent the commission of 
cognizable offences. 9. 74 Execution of warrant directed to ano

ther pelice officer. 
16. 

ANNEXURE VI1.2 

152 Prevention of Injury to public property. 

Grapbl •bowing A-S!!e Strength of BSF and CRPF Deployed Ia varioo1 ZoaH 

GRAPH ZONE 

1. NORTHERN ZONE 

2. NORTH-EASTERN REGION 

3. EASTERN ZONE 

-4. CENTRAL ZONE 

'· WESTERN ZONE 

6. SOUTHERN ZONE 

7. ALL INDIA 
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- 656 - AVERAGE STP.ENGTH OF BSF AND CRPF DEPLOYED 

IN IHE lllOR'illERN ZONE ANI£X.URE:' VIT.2(CCNTGI.) 
1974 '1'0 1985 

15 Mean • S.D = 74.23 
- - - -- - - - - - - - - - - - -

1 I 

~s 

FUn jab 
U) Haryene. fxl 

~.~ H Himachal Pradesh z Rajasthan 05 Jammu & Kashmir 
t5 Delhi 
u Chandigarh 

b I 
~-0 

0:: Mean = 66.1 ~1 l11ean'l-twice= 82·36 i 5'1 s.D 

51 

5'.5 
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Mean + S.D = 171.90 
_ 657 - < •·ro ' ANI'IEXURE VIJ,2t<l.-. •J -· 

\"11 A VffiAGE STRENGTH OF BSF AND 
CRE'F DEPLOYED IN THE 
~ORTH-EASTERN ·h,EGION 
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AVERAGE STRENGTH OF BSF AND CRPr' 
DEPLOYED IN THE WESTERN ZONE -

1974 TO 1985 ANNEXURE IIJI,2 (CONTO,) 
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AVERAGE STRENGTH OF BSF AND CRPF 
DEPLOYED IN THE SOUTHERN ZONE -

1974 TO 1985 
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AVERAGE STRE~GTH OF BSF AND CRPF ANNEXURE VII;2(CDN!:I.n,) 
DEPLOYED THROUGHOUT INDIA 
(except Andaman & Nicobar and Lakshadweep) 

1974 TO 1985 
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CHAPTER VIII 

ALL INDIA SERVICES 

1. INTRODUCTION 

8.1.01. In the various aspects of Union-States rela
tions dealt with by us so far, one cannot fail to p~rceive 
the importance of continued coordination and clear 
understanding as between the Union and the State 
Governments at all relevant levels in formulating and 
implementing policies and programmes, particularly 
those which have nation-wide or inter-State implica
tions. In regard to these matters, an administration 
accountable to the legislature through the elected 
Government plays a crucial role. 

8.1.02 Administration comprises civil servants who 
have to assist the elected government in policy for
mulation and implementation. There has to be close 
rapport and mutual trust between the Ministers and 
civil servants. Ministers have to defend in the legis
lature the bona fide d;cisions and actions of civil 
servants. The latter are expected to implement 
faithfully the policies of the government in power 
whatever its political complexion ancl policies, and to 
remain faceless and nameless in the legislature. 

8.1.03 Employees of government ought to b~ des-
. cribed as "public servants" and not "civil servants". * * 

The former expression emphasises the point that they 
are servants of the People and not of the members of 
the government. This consideration seems important 
in view of the instances of the misuse of grovernment 
servants by their superiors for personal or political 
purposes. We would further classify government 
servants as "selected or appointed public servants" 
to distinguish them from Ministers who are "elected 
public Servants". 

8.1.04 The need for well orchestrated administra
tive efforts on the part of the Union and the State level 
administrations in achieving national goals and tar
gets was met by the Constitution-framers in a way 
which was unique in the sense that it has no parallel 
in any other country except Pakistan and Malaysia. 
The framers retained the Indian Civil Service and the 
Indian Police which, before the Constitution came into 
force, were coinmon to the Centre and the 
Provinces, and these were renamed as the Indian 
Administrative Service l(IAS) and the IndianlPolice 
Service (IPS). Subsequently, Parliament passed 
the All India Services Act, 1951, empowering 
the Union Government in consultation with the State 
Governments to make rules for the r~gulation of re
cruitment and conditions ofserviceofpersons appoin
ted to these All India Services. 

8.1.05. The framJrS of the Constitution also pro
vided for th~ creation of All India Services (AIS) 

• *Of course, where the expression 'public servant' is to be 
used in contradistinction to the members of the Union Arme<' 
Forces, the word 'Civil' may be suffixed to it. 
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in other spheres, if the Rajya Sabha declared, by reso
lution supported by not less than two-thirds of the 
members present and voting, that it was necessary and 
expedient in the national interest so to do. In 
1955, the States Reorganisation Commission observed 
that "the Central and the State Governments have to 
work in very close cooperation in executing impor
tant development projects which necessitates that 
technical personnel should be recruited and trained 
una common basis and that they should have uniform 
standards of efficiency and the feeling of belonging 
to common and important cadres". The Commi
ission, therefore, recommended that the Indian 
Service of Engineers, the Indian Forest Service and 
~helndian Medical and Health Service should be cons
tituted.1 

8.1.06 In pursuance of a decision taken at the Chief 
Ministers' conference held in August, 1961, a resolu
tion was adopted by the Rajya Sa bha on Decembr 6, 
1961 for the creation of the Indian Service of 
Engineers (Irrigation, Power, Buildings and Roads), 
the Indian Forest Service and the Indian Medical 
and Health Service. In 1963, the All India Services 
Act, 1951 was amended enabling these services 
to be constituted. Accordingly, the Indian 
Forest Service was constituted on July 1, 1966. All 
the State Governments participate in this Service. 
The Union Government has been making efforts to 
secure the agreement of the State Govenments for 
the constitution of the other two All india Services. 

8.1.07. The following were the broad objectives• 
vf the Constitution-framers in providing for the sche
me of All India Services, common to the Union 
and the States : 

(i) facilitating liaison b~tween the Union and the 
States; 

(ii) ensuring a certain uniformity in standards of 
administration; 

(iii) enabling the adminis_trative machinery a.t the 
Union level to keep m touch With rcaht1cS at 
the field in. the Sta tcs ; 

(iv) helping Sta~e administrative machinery to 
acquire a w1der outlook and obtam the best 
possible talent for its senior posts; and 

(v) "ensuring that political considerations either in 
recruitment or in discipline and control arc 
reduced to the minimum, if not eliminated 
altogether. 

t. Report of the States Reorganisation Commi~sion: PC~ra
graphs 856 & 857. 

2. Rao B. Shiva : "The framing of India's Con5titution'', 
"olume IV, Pages 332·333; Proceedings of the Premiers' 
Conference, October 1946: Para 2. 



2. VIEWS OFSTATEGOVERNMENTS AND THE 
UNION GOVERNMENT 

State Governments 

8.2.01 In question 4.8 of our Questionnaire, we 
sought the views of the State Governments and others 
on-. 

(i) whether the All India Services have fulfilled 
the expectations of the Constitution-makers; 
and 

(ii) whether the State Governments should have 
greater control over them. 

8.2.02 Most of the State Governments are agreed 
that the All India Services have by and large fulfilled 
the expectations in question. By recruiting the be~t 
talent to the All India Servtces and allocatmg a certam 
percentage of them to States other than those to which 
they belong, national integration has been promo!e? 
and a broad national outlook fostered m the ctvtl 
services. The ability of the members of these services 
to resist political pressures has been a major factor in 
prev,nting arbitrary and rash decisions at the St_ate 
level. Many of these State Governments are of the Vtew 
that no change is necessary in the present arrangments 
by which All India Service officers allocated to a State 
come under the disciplinary control of its Government 
in all matters except when the major penalties of com
pulsory retirement, removal and dismissal are to be 
imposed. These major penalties fall within ~h~ juris
diction of the Union Government. Thts hmttatwn 
on the powers of the State Government is essential 
for maintaining the all India character of the services. 
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8.2.03 However, some State Governments have 
expressed different views. According to one State 
Government, its experience of the All India Services 
is of a mixed nature, implying that there are short
comings. Another State Government has given rea
sons why it considers that the expectations of the 
Constitution-framers have not been fulfilled. Firstly, 
members of these services belong to the services of the 
respective States to which they ar.: allocated. Not 
having a right to serve under the Union or any other 
State Government, they cannot be considered as 
belonging to an All India Service. Secondly, AIS 
officers in the same batch of recruitment do not have 
indentical prospects of promotion, which fvrtuitously 
vary with the State to which an officer is allocated. 

8.2.04 According to one State Government, the 
framers of the Constitution provided for the All 
India Services because of the serious problems of 
politico-administrative management and instability 
then faced by the Country. However, the Union and 
the State Governments have since acquired adequate 
political, administrative and managerial experience. 

8.2.05 The All India Services are under the joint 
control and discipline of the Union and the State,. 
However, the former makes recruitment to the services 
and regulates the recruitment and the conditions of 
service of their members. It is alleged that this type 
ofarrangment is not found in any other country with 
a federal sYstem of government. 

8.2.06 The State Government has beeU:speci~lly 
critical of the Indian Police Service. It i~ of the VieW 
that, as all key positions in the State Pohce are hel,d 
by members of this service, the State Governmen~ s 
responsibility in regard to public order has got whltr 
tied down. However, the State Government h~s ~o 
indentified the shortcomings, either in the functwmn 
of the system of Indian Police Service or in the Pe~
formance of its members, which may have led to thts 
unfortunate outcome. 

8.2.07 According to this State Government, as also 
a few other State Governments, the All India Services 
should be wound up and the Union an~ ~he S_tate 
Governments should have their separate ciVIl servtces. 
It is argued that this would bring the working of these 
Governments closer to a federal system. The unity 
and intergity of the country and national integration 
which the All India Services are designed to strengthen 
and promote, should rest on more ~ur~ble_ fa~tors 
like economic prosperity, strong elective msttt~twns, 
etc. and not on an administrative apparatus hke the 
All India Services. Another State Government has 
suggested that a State should be free to opt out 
of the AIS scheme. 

8.2.08 According to one State Gover~ment! ~he 
main feature of the AIS scheme is the exerctse of Jomt 
controloverthe AIS by the Union and _the St~te 
Governments. Section 3 of the All Indta Servtces 
Act, 1951 provides that the Central Government may, 
after consultation with the Government of the State 
concerned. make rules for the regulation of recr~it
ment and the conditions ofserviceofpersons appomt
ted to an All India Service. This Section, it is conten
ded, may be amended so as to replace "consultation" 
by "concurrence" of two-thirds of the State Govern
ments. 

8.2.09 Also, under the respective cadre rules, any 
disagreement between the Union Gover~ment and the 
State Government in regard to deputauon of an lAS 
officer to a post outside his cadre, can be settled by 
the Union Government. This provision introduced in 
March 1984 has fundamentally altered the basic con
cept of joint control by the Union and. the State 
Governments. Here, one State Government has sug
gested that AIS officers posted to the Union Govern
ment should not be on deputation but treated as hold
ing cadre posts under the Union Government. Also, 
AIS officers should have a legal right to such a posting. 

8.2.10 One of the State Governments has observed 
that AIS officers tend to think that they are under the 
disciplinary control of the Union Government and 
not the State Government. A ftW State Governments 
have emphasised that an AIS officer should be under 
the full disciplinary control of the State Government 
under which he is serving. OneoftheseStateGovern
ments has suggested that appeals against disciplinary 
action taken by a State Government, should be dealt 
with by an administrative tribunal which should be 
independent of both the Union and the State Govern
ments. Another State Government is of the view that 
an officer's appeal against his suspension should be de
cided by the President on the advice of an independent 
body like the Union Public Service Commission and 
not by the Union Executive. The advice of the Union 



Ministry of Home Affairs (now Ministry of Personnel, 
Public Grievances and P~nsions)on such matters does 

_not have the stamp of impartiality and objectivity. 

8.2.11 Certain other suggstions received are: 

(i) A State Government should have full powers 
to create a temporary" cadre post instead of the 
power at present to create such a post for a 
period not exceeding one year. 

(ii) AIS officers on deputation to the Union 
Government should revert to their parent 
cadres at 'the end of the prescribed depu

.ta tion period. 

(iii) A largernumberofofficersofthe State Govern
ments than now should be taken on deputation 
by the Union Government and there should be 
adequate representation of such officers at the 
various levels of the hierarchy in the Union 
Government. State Governments have a right 
to be represented in the Union bureaucracy. 

(iv) The recent policy of the Union to induct at 
least 50 percent outsiders in each State cadre 
of an All India Service implies that these 
outsiders are more amenable to the control of 
the Union Government than the insiders. 
This approach will accentuate hostility between 
the All India Services and the State Services as 
well as between the former and the political 
leadership in a State. 

(v) All matters relating to policy and rules 
affecting All India Services should have the 
approval of the Inter-State Council. 

Union Government 

8.2.12 The Union Government has pointed out 
that it has the sole responsibility for all matters 
relating to the All India Services. All India Services 
is a Union list subject vide Entry 70. Also, Article 
312 of the Constitution confers power on Parlia
ment to regulate recruitment and conditions of ser
vice of persons appointed to All India Services. 
However, the States are not completely removed from 
the picture. The All India Services Act, 1951 pro
vides that the rules for the regulation of recruit
ment and the conditions of service of members of the 
All India Services shall be made by the Union Gov
ernment after consultation with the State Govern
ments (vide Section 3). In practice, the Union en
deavours to accommodate the view-points of the 
States in the matter of framing rules, as members of 
these services have actually to work in the States 
for the better part of their carrier. The suggestions 
that all policies and rules affecting All India Services 
should be placed before the Inter-State Council or 
that rules should be made with the concurrence of 
State Governments are not practical and will con
siderably delay finalisation of rules. The suggestions 
are un-likely to serve any useful purpose as the effort 
of the Union Government has been to carry a 
majority of the State Governments with it while 
amending rules, except when national interest dic
tates otherwise. 

8.2.13 The powers, functions~and responsibilities 
with regard to these services are shared between the 

221 

Union and the States. To ensure equal treatment to 
members borne on different cadres (i.e., individual 
States cadres and joint cadres), the powers in regard 
to matters like recruitment promotion from State 
Services to All India Services, probation, training, 
confirmation and determining the strength and 
composition of cadres vest in the Union. Also, the 
power to impose penalties of complllsory retirement, 
removal and dismissal is with the Union, after con~ 
sultation with the Union Public Service Commission. 
This is in accordance with the provisions of Articles 
311 and 320. 

8.2.14 The State Governments are associated in 
the preparation of Select lists for the promotion of 
State Services Officers to the All India Services. The 
State Government and the Union Government have 

' a member each on the Select Committee, which is 
presided over by the Chairman or a Member of the 
U.P.S.C., and thus have equal say in the drawing 
up of the lists. Also, the cadre strengths of the All 
India Services are reviewed periodically by a High 
Powered Committee presided over by the Union 
Cabinet Secretary on which the State Government 
is represented by its Chief Secretary. The powers 
for postings and transfers ·of officers within a State 
are with the State Government. Similarly, the State 
Government has the power to place under suspen
sion an officer working under it and to impose 
penalties other than compulsory retirement, removal 
and dismissal. 

8.2.15 Prior to March, 18, 1984, an officer could 
be deputed to the Union Government or to another 
State Government only with the concurrence of the 
State Government. However, as deputation to 
the Union Government includes deputation to inter
national organisations and autonomous bodies con· 
trolled by the Union Government, the cadre rules 
were amended to provide that, in the-event of any· 
disagreement between the Union Government and 
the State Government in regard to the deputation of a 
particular cadre officer, the decision of the Union 
Government would be final. In practice, the Union 
Government gives due weightage to the actual re
quirements of the State Government concerned and 
to the need to maintain the All-India character of 
these services by ensuring that the insiders and the 
outsiders in a cadre are in the prescribed ratio. 
The Union Government takes decisions in such cases 
only on the over-riding consideration of national 
interest. 

3. VIEWS OF ARC STUDY TEAM ON CENTRE
STATE RELATIONSHIPS 

8.3.01 The Administrative Reforms Commission 
Study Team on Centre-State Relationships was of the 
view• that the main objectives underlying the All 
India Services remain valid. These objectives 
briefly are : 

(i) All India recruitment makes possible a mini
mum and uniform standard of administration 
throughout the country. It enables the in
duction of the best available talent into these 
services. 

•. Paras 17.4 and 17.9 of the report. 



(ii) With personnel drawn from different States, 
each State cadre gets a leavening of senior 
officers from outside whose vision and out
look transcend local horizons. 

(iii) Systematic deputations from the States to 
the Union broadens the vision of the officers 
so deputed and:brings to the Union and ex
perience close to actual realities. 

(iv) The joint control of these officers by the States 
and the Union Government, with the latter 
having ultimate authority over them, provides 
a measure of remote control which, being 
more objective, enables officers to withstand 
local influence and to provide independent 
advice. 

Further, the States should accept these services as 
their own. The Union on its part should keep a 
vigilant eye on the health and vigour of these services. 

8.3.02 The objectives underlying the All India 
Services indicated by the Study Team of ARC are 
broadly the same 'which the Constitution-framers 
had in view. We=have no hesitation in endorsing 
the same. 

4. VIEWS OF THE ADMINISTRATIVES RE
FORMS COMMISSION 

8.4.01 In its report• on "Personnel Administra
tion", the Administrative Reforms Commission 
observed that the intention of having All India Ser
vices was mainly to ensure uniformly high standards 
of administration in all States in key activities, to 
provide for interchange of experience between the 
States and the Centre, and to obtain, where needed, 
the experience of State Admin:stration at the de
cision-making levels at the Centre. As common 
areas of administration in the States are expanding, 
it would be in the public interest to establish more All 
India Services. 

8.4.02 In regard to the Indian Administrative 
Service, the ARC recommended a that a functional 
field should be carved out for it. This field could 
consist of land revenue administration, exercise of 
magisterial functions and regulatory work in the 
States in fields other than those looked after by other 
functional services. The Commission went on to 
recommend a functional classification of posts 
in the field, the field headquarters and the secre
tariat to be manned by members of the correspond
ing functional services. 

8.4.03 The Union Government did not accept 
the above recommendation on the ground that 
limiting the"role of the JAS to a narrow area of dis
trict administration would defeat tho purpose for 
which the service wa~ constituted as an All India 
Service, viz .. the forging of a link between the Centre 
and the States. The Union Govemment decided 
that the existing role and'functions of the lAS should 
continue. • 

4. Chapter U; Paragraphs II & 13. 
5. Chapter III : Paragraphs 7 to 9. 

222 

5. RECOMMENDATIONSOFTHE ESTIMATES 
COMMITTEE OF PARLIAMENT 

8.5.01 The Estimates Committee of the Seventh 
Lok Sabha submitted a report on All India Services 
in April, 1984. The action taken by the Union Govern
ment on the recommendations contained in this re
port wero examined by the Estimates Committee 
of the Eighth Lok Sabha in its 13th report presented 
in November, 1985. The important recommendations 
of the Committee which have a bearing on Union
State relations aro discussed below. 

8.5.02 According to the Estimates Committee, 
the All India Services would contribute in vital spheres 
to the modernisation of administration for rapid 
socio-economic development of tho country and 
strengthen national integration. They recommended 
that the Union Government should persuade State 
Governments to agree to the constitution of the Indian 
Service of Engineers and the Indian Medical and 
Health Service. If possible, these services could be 
constituted straightaway and initially cover those 
Stare Governments which have already given their 
consent. The Committee also recommended that 
the Union Government may examine the question 
of creating an All India Service in the field of edu
cation, after considering the recommendations of the 
National Commission on Teachers. 

8.5.03 The Estimates Committee observed that 
there were no clear criteria for determining the cadre 
strength ofiAS officers for each State and the strength 
of senior duty posts bad registered large increases 
which did not seem to be rational. Similarly, the depu
tation reserves in the various State cadres had under
gone significant ad hC'c increases without any check 
being exercised by the Union Government. Also, the 
time taken by the State Civil Services officers for 
getting included in the Select List for promotion to the 
lAS varied widely from State to State. It was neces
sary to ensure uniform opportunities to State Service 
offieers for promotion to the lAS, IPS, and the Indian 
Forest Service. Further. the Committee observed 
that the promotion prospects of officers in the various 
State cadres in all the three All India Services were 
far from being uniform and recommended that the 
imbalances in promotion prospects in the different 
cadres should he corrected. 

8.5.0~ In response to the above recommendation~. 
th.e Un10n Government has set up a Committee consi
stmg of four Secretaries to the Government of India 
and four .Cheif S~cretaries of States to examine the 
pro.blems m questiOn. The Union Government has 
111di7ated to us ~ome of the allied problems for which 
no Ide~! soluttons are practicable and which the 
Commtttee should attempt to resolve as best as it 
can : 

(i) In arriving at the cadre strength for a State 
the factors like population, area, budget. etc: 
refer~ed to by the Estimates Committee vary 
so w!dely as betWP~n one State and another 
that It would be difficult to arrive at any for
mula based. on all these factors. It seems that 
the Committee can at best devise corrective 
measures to check the increasingly continued 
growth of lAS State cadres. 



(ii) There are very large differences among 
the States in the constitution and strength of 
State Civil Services. A number of States have 
recruitment procedures for manning posts in 
blocks and tahsils. In other States, officers 
of the State Civil Services man these posts. 
Consequently, the strengths of the different 
State Civil Serviees vary widely, leading to 
different waiting periods for officers of these 
services- before promotion to the lAS. The 
problem is one of States adopting uniform 
organisational pattern for such posts. 

(iii) As regards promotion prospects for lAS 
officers within a State, State Governments 
resort to the device of creating ex-cadre posts 
for appointing cadre officers due for promo
tion. The political executive at the State level 
would seem to regard this as a functional 
necessity, notwithstanding that the Union 
Government is not in favour of this method of 
increasing the cadre strengths. 

8.5.05 The Estimates Committee found that the 
Union deputation q-Jotas for offii:ers of the All India 
Services in the various State cadres are being under
utilised. To corre~t this situation, the Union 
Government informed the Committee that it conti
nuously attempts to ensure equity in the matter of 
utilising the Union deputation reserve by different 
State cadres. 

8.5.06 However, there are difficulties. Most of the 
State Civil Services officers promoted to the lAS do 
not offer themselve:l for deputation to the Union. 
Being advanced in age with only a few years left for 
superannuation, they prefer, for domestic reasons, to 
continue in the State. Officers directly recruited are 
reluctant to be pos~ed to Delhi on account of the 
paucity of residences for officers in the tenure pool. 
A third difficulty is that the Union Government has its 
own process of selection/empanelment of AIS officers 
offered by State Governments for deputation to the 
Union. Consequently, the deputation reserve in each 
cadre(40percentoftheseniorduty posts) isnot al
ways fully utilised by the Union Government. 

8.5.07 The Committee observed that the guide
lines issued by the Union Government in Janurary, 
1976 in regard to the number of years to be put in by 
lAS direct recruits as SDOs, ADMs and District 
Collectors were not being followed by the State 
Governments. According to the Committee. a 
young lAS officer posted as a Sub-Divisional Officer 
gains multi-functional experience. Therefore, the 
Union Government should persuade the State Govern
ments to observe the guidelines in question whic? 
would pro~ide an IAS office~ a stretch of field expen
ence at the initial stage of hts career. 

8.5.08 In response to the above recoiD:mendatio~s. 
the Union Government decided to wnte to Chtef 
Ministers again to ensure prope~ career ~ev~lop
ment ofiASofficers in accordance w1th the gutdehnes. 

· 8.5.09 The Union Government has informed us in 
this connection that, during the cadre management 
review meetings held with. a State Gov~rnment, one 
of the points examined IS .whether ehgtble o!ficers 
have been given charge of dtstncts. An officer IS not 
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brought to the Union on deputation u Deputy 
Secr~tary, unless he has 3 Ye:trs of field experience. 
In selecting offi:.:rs for training abroad, preference 
is given to th')se who have held districtcharges, 
except where oth~r types of experience have been stip
ulated. 

8.5.10 The Committee saw merit in a gradual in
·crease in the percentage of outsiders in the State 
cadres. This would enable the cadre officers to with
stand local pressures. It would also lead to national 
integration. In pursuance of this recommendation. 
the Union Government decided that the "outsider
insider" ratio in the alloca.tion of direct recruits to 
the All India Servic~s to different State cadres should 
be raised form I :1 to 2:1. As on January I, 1984, 
73 per cent of direct recruits to the IAS in all the cadres 
were "outsiders". The number of "outsiders" con
stituted 49 per cent of the tota I of the cadre strengths 
of the IAS. 

8.5.1 1 Based on a recommendation of the Estimates 
Committee, the Union Goverment has asked the 
Union Public Service Commission to undertake a 
review of the system of Civil Services examination 
introduced in 1979. 

8.5.12 The Committee emphasised the need for 
creating conditions in which the larger masses of the 
People particularly those in the rural areas, can 
have an equal oppntunity to compete in the Civil 
Services examination with the candidates belonging 
to the urban elite. TheY also suggested that the 
sch~me for coaching SC/ST candidates to take the 
Civil Services examination should be extended to 
other backward classes. 

8.5.13 As recommended by the Estimates Commit
tee, the Union Government has circulated to State 
Governments, a set of guidelines for career develop· 
ment of direct recruits to the Indian Forest Service. 

6. ISSUES 

8.6.01 The views express~d by State Governments 
(vide paras 8.2.01 to 8.2.1 1 above) and the observa
tions of the Estimates Committee of Parliament 
(vide paras 8.5.0 to 8.5.13 above) serve to highlight 
the following issues in the field of Union-State rela
tions : 

(i) As against a few State Governments who have 
suggested scrapping of the institution of all 
India Services, most are in favour of its conti
nuance. The question is whether this insti
tution should continue in the light of the role 
played by the All India Services in moderni· 
sing govern~ent administ~atio~. shaping the 
bureaucracy rnto an efficrent mstrument for 
achieving the goals and targets of Go vern ment, 
and fostering a national outlook whik dealing 
with major problems. 

(ii) If the answer to the questi<_>n pos_ed in (i) 
above is broadly that the mstrtutron of All 
India Services should continue. the que,;tion 
arises whether any changes are required in: 

(a) the type of overall control exercised by the 
. Union Government over the management 
of these services; 



(b) the present rules governing the deputation 
of All India Service Officers from their respective 
State Governments to the Union Government; 
and 
(c) the scheme for disciplinary control over 
members of these services. 

(iii) A number of problems have come up in the 
management of cadres of the All India Services. 
Almost all these require close consultation 
between the Union and the State Governments. 
As settling issues through correspondence is 
the least cffbent method, a better method has 
to be devised. 

(iv) One of the State Governments has suggested 
th<t a larger number of State Government 
officers than now should be given opportunities 
of serving in the Union Government on depu
tation basis. This suggestion, being basic to 
the scheme of the All India Services, tequires 
to be examined alongwith the question of consti
tuting more such services. 

We have dealt with the above issues seriatim. 

7. NEED FOR ALL INDIA SERVICES 

8.7.01 Considering the totality of the views 
presented to us on the subject of All India Services, 
we o bscrve that there is near unanimity in regard 
to the vital need for these services. It is significant 
that most of the State GovHnments have expressed 
in positive terms that the Services have, by and large, 
fulfilled the expectations of the Constitution-framers. 

8.7.02 To understand this view-point of the State 
Governments, it is necessary to take note of the en
vironment in which the higher bureaucracy and especi
ally the members of the All India Services, have to 
work. The tremendous increase in the development 
activities of Government and the growing emphasis 
on the welfare aspects have placed Government 
administration at both the Union and the State 
levels under severe strain. The performance by the 
public services in general has, from the point of view 
of the public, fallen much short of expectations. 
The common man has thus become sceptical of the 
ability of government's administrative machinery to 
solve his problems. Also, interference in the day
to-day working of administration has become a 
fairly common style of functioning among political 
executives. 

8.7.03 The above factors have made it difficult 
for the public servant to function in the manner expec
ted of him (vide para 8.1.02 above). In this context, 
t':e senior public servant has the vital role of incul
cating, by personal example, the traditions of high 
standards of performance. impartiality, and correct 
behaviour in the persons working under him. Replies 
from the State Governments to our questionnaire 
lead us to believe that members of the All India 
Services have to a large extent succeeded in this 
leadership role. 

8.7.04 Studies of the Indian bureaucracy carried 
out by some scholars• during the first two decades 
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after Indepenuencc provide some insight into the 
working of the All India Services. ,They concluded 
that Indian bar~aucracy, which during British rule 
had remJined almost unchecked by· any political 
or other countervailing forces, adapted itself well to 
parliamentary democracy. This, according to them, 
happened mainly because the members of the All 
India Services displayed a quick understanding of 
the new political system and the art of handling it, 
combined with a Zeal for developm~nt work. The 
stable, effective and dem~cratic government in India 
during this neriod rested to a large extent on this 
institutional inheritanec. 

8.7.05 We too are of the view that the existing 
system of All India Services is unique as well as 
the most appropriate method of securing the best 
available talent from universities and other centres 
of learning, and shaping such talent into cadres of 
intelligent, highly skilled and dedicated officers, 
with a national outlook and experience in a variety 
of challenging administrative and management tasks. 
More importantly, the All India Services provide a 
valuable link between the Union and the State Govern
ments, enabling the numerous day-to-day problems 
in Union-State relations to be sorted out with com
parative ease. Another important feature of the 
system is the ready availability at the senior levels 
in the Union and the State Governments of officers 
of proved ability and experienee at both levels of 
government. But for the system, the smaller or the 
less developed States would not have been able to 
attract such persons to their individual Civil Service 
cadres. 

8.7.06 Here, the views expressed by Sardar 
PateF in the Constituent Assembly on the vital 
role of the All India Services are pertinent :-

"The Union will go.-you will not have a unit~d 
India, if you have not a good all-India service 
which has the independence to speak out its mind, 
which has a sense of security that you will stand by 
your word and that after all there is the Parliament, 
of which we can be proud where the rights and 
privileges are secure . . . . This Constitution is 
meant to be worked by a ring of Service which 
will keeP the country intact". 

8.7.07 We are convinced that the>e services are 
as much necessary today as they were when the Cons
titution was framed and continue to be one of the 
premier institutions for maintaining the unity of 
the country. Undoubtedly, the members of the All 
India Services have shown themselves capable of 
<lhcharging the roles that the framers of the Cons
titution envisaged for them. 

8.7.08 The criticism levelled by one of the State 
Governments against the Indian Police Service (vide 
para 8.2.06 ante) that the manning of key positions 
in the State Police by the officers of this service 
has led to the State administration losing its grh 
on public order, is not based on any empirical study 

1. Constituent Assembly Debates (Revised Edition) Volume 
X; Page 51. 



and therefore lacks validity. The National Police 
Commission on the basis of an ind:pth study has 
expressed a different vi~w. with which we are in 
agreement. Th~ Commission recommended that 
"as the functions of the IPS officers have not only 
multiplied manifold, but are becoming more complex, 
h~rd and h.lzdrdous, calling for higher professional 
and technical skills and competence, special measures 
to attract some of the ablest officers from the lower 
echelons and also from the outside world are 
required."" 

8. 7.09 Any mov" to disb.1nd the All India Ser
vice~. under some mistaken notion e.g. that they have 
outlived their utility or that they cause dysfunction, 
or to permit a State Government to opt out of the 
scheme must be regarded as retrograde and harmful 
to the larger interest of the country. Such a step 
is sure to enc:Jurage parochial tendencies and under
mine the integrity, cohesion, efficiency and coor
dination in administration of the country as a whole. 

8.7.10 We recommend that the All India Services 
should be further strengthened and greater emphasis 
given on the role expected to be played by them. 
This can be achieved through well-planned improve
ments in selection, training, deployment, develop
m:nt and promotion p:llicies and methods. The 
present accent on g~neralism should yield place to 
greater specialisation in one or more areas of public 
administration. Training and career development 
pJiicies should be geared to this objective. Disci
plinary control should aim at nurturing the best 
service traditions and relentless weeding out of those 
who fail to make the grade. Finally there should 
be greater coordination and periodical dialogue 
between the authorities in the Union and the State 
Governm~nts who are responsible for the manage
ment of these services. 

8. CONCEPT OF JOINT CONTROL 

8.8.01 We now take up the major criticism by one 
of the State Governments that joint control over the 
All India Services by the Union and the State Govern
ments, th:mgh intended to be the main feature of the 
scheme, does not exbt in reality. The State Govern
ment has p3inted out that rules for the regulation of 
recruitm~nt and conditions of service of persons 
app1inted to an All India Service are made, not with 
the concurrence of the State Governments, but 
merely in consultation with them. Also, the ques
tion of deputation of an All India Service officer 
to a p:lst out~ide his cadre is seWed not by the State 
Government, which is his cadre authority, but by 
the Union Gov~rnment. 

8.8.02 The above argument overlooks the basic 
principle that a pool of resources meant for a number 
of users ceases to be a "common" pool if individual 
users get the p:lwer to Vdo the decisions of the autho
rity which manages the pool. We are, therefore, 
unable to visualise any arrangement as workable if 
it gives over-riding authority to the State Govern
ments on m'ltters concerning officers of the All India 
Services and yet expects the Union Government to 
b~ respJnsible for their training, career management 

s. Sixth Report : Para 49.2 
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and other crucia I aspects of personnel administration 
relating to All India Services. The Union Govern
ment, therefore, should have the final say in these 
matters. The steps that are being taken by the 
Union Government in pursuance of the recommen
dations of the Estimaks Committee (vide paras 
8.5.02 to 8.5.13 above), should go a long way in 
meeting the shortcomings presently being experienced 
by the State Governments in the working of the All 
India Services scheme. We have also been assured 
by the Union Government that, when a new rule 
relating to the All India Services is to be framed or 
an existing one amended, it secures the concurrence 
of a majority of State Governments, if not of all of 
them, before notifying the rule or the amendment. 

9. STRICT ADHERENCE TO TENURE 
RULES IMPORTANT 

8.9.01 If the policy of deputing to the Union 40 
per cent of the officers eligible to hold senior posts 
is strictly followed, every one of them would have to 
serve at the Union for 2 to 3 spells, each of 5 years, 
if he is a direct recruit and for I or 2 such spells if 
he is an officer promoted from one of the State 
Service. Because of the reluctance of promoted 
officers to go on deputation to the Union (vide para 
8.5.06 above), State Governments oller only direct 
recruits to the Union Government. Even among 
the latter, the. "outsiders" predominate, as many 
State Governments, e.g. some of those in the north
east and the south, are unwilling to release "insiders". 
As a result, when a count is taken of those holding 
senior posts in any of these State Governments, the 
"insiders" out-number the "outsiders". This is a 
serious deviation from the All-India character of 
these services. Evidently, the caution• sounded 
by the States Reorganisation Commission that the 
proportion of members of the All India Services 
recruited from outside the State should not be reduced 
in practice by such devices as the deputation of 
officers to the Union, is being ignored by many State 
Governments. 

8.9.02 The predominance of "outsiders" among 
those sent on deputation to the Union leads to dubious 
practices. Many among the "outsiders" on offer 
to the Union from a State have already had spells 
of deputation to the Union and develop a preference 
for postings in Ministries which have plum posts, 
e.g. those with prospects of joining delegations sent 
abroad or foreign assignments. 

8.9.0J We suggest that there should be an ele
ment of compulsion in the matter of deputation to 
the Union. The informal practice followed by the 
State Governments of obtaining the consent of the 
officers who are to be sent on deputation should be 
given up. Every All India Service officer, whether 
he is a direct recruit or a promoted officer, should 
be required to put in a minimum period under the 
Union Government and, for this purpose, the mini
mum number of spells of deputation to the Union 
should be laid down for direct recruits and promoted 
officers, separately. Secondly, State Governments 
should offer officers for deputation to the Union only 
after screening them. The Union_ Government may 

9. Para 855 of the report. 



iay down a screening mechanism and the criteria 
to be followed for the purpose by every State Govern
ment. An officer so offered should not be rejected 
by the Union Government, except on grounds to be 
communicated to the State Government concerned. 
Thirdly, in order to maintain the aU-India character 
of these services, it should be ensured that both among 
those on deputation to the Union from a State and 
among those who are serving in the State, the number 
of "insiders"' and "outsiders" is almost equal. 

8.9.04 We have been informed by the Union 
Government that the rules governing the tenure of 
AU India Service officers on deputation to the Union 
Government are rigidly applied and relaxations are 
made only in exceptional cases whether in the public 
interest or to avoid undue hardship to the officer 
concerned. In this connection, we wish to emphasise 
that through strict observance of the tenure principle, 
it should be en~ured that the services of the best 
among these officers are not monof?olised. by the 
Union Government but are also readily available to 
the State Governments to whose cadres they belong. 
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8.9.05 One of the State Governments has obser
ved that, although an All India Service is supposed 
to be common to the Union and the States under 
Article 312 of the Constitution, a member of such 
a service does not have a right to be posted under the 
Union Government. It has suggested that posts 
in Union Government establishments to be held by 
officers of an AU India Service should be shown as 
"cadre posts" (vide paras 8.2.03 & 8.2.09 above). 
We fell that such earmarking of posts is not really 
necessary and that the measures outlined in para
graphs 8.9.03 & 8.9.04 above can achieve the purpose 
in view, viz. to enable the Union Government to 
utilise the AU India Services to a much greater extent 
and more fully than now. 

IO. DISCIPLINARY CONTROL 

8.10.01 Another major criticism is that the power 
to impose the penalties of compulsory retirement, 
removal and dismissal are with the Union Govern
ment and not with the State Governments. This, 
according to a few State Governments, vitiates their 
control over the All India Service officers. The 
latter, it is alleged. tend to think that they are under 
the disciplinary control of the Union Government 
and nolt he State Government. In particular, appeals 
by An India Service officers against suspension by 
the State Governments should be decided by the 
President, not on the advice of the Union Executive 
which, it is alleged, is unable to ensure impartiality 
and objectivity, but on the advice of an independent 
body like the Union Public Service Commission. 

8.10.02 In this connection, it is necessary to 
take note of certain unhealthy trends in the matter 
of discipline and control that have made their appea
rance in some States. An officer of an All India 
Service who is uncompromising in the matter of 
maintaining the probity and impartiality of adminis
tration not unoften finds himself on a path of colli
sion with his political superiors. The latter, unable 
to discover any ground for disciplinary action against 
such an officer, adopt certain stock methods of 
"disciplining" such an officer and making him more 

pliable. One such method is t? keep transferring a_n 
officer frequently so that he IS forced to shift his 
residence from one station to another in rapid 
succession and with all the attendant inconvenience. 
Another method is to place him under suspensio11: on 
some unsubstantiated or flimsy ground. SuspensiOn, 
though not a penalty under the disciplinary rules, 
has a shattering effect on the morale of the officer 
suspended, as his reputation in Government and 
in his social circle at once gets sulhed. Supersedmg 
an officer in the matter of promotion, and "punish
ment" posting to a difficult area are the other "dis
ciplining" devices. 

8.10.03 Further, instances have been observed 
of an All India Service officer being placed under 
suspension by a State Government and, on the officer, 
appealing against such action, the Union Gov~rnment, 
after an examination of the circumstances mvolved, 
revoking the suspension orders. Such revocation 
has been resented by the political authorities in the 
State Government. 

8.10.04 A writ petition filed recently in the 
Supreme Court and the Court's order thereon illus
trate the conflict that could ensue if decisions taken 
in the public interest by an officer are unpalatable to 
some politically powerful lobby. In this case, a 
State Government transferred an Indian Adminis
trative Service officer from a pardcular district charge. 
This officer, it appears, was instrumental in rescuing 
certain workmen from private companies which had 
employed them as bonded labour. On a writ peti
tion being filed, the Supreme Court ordered that the 
officer should be n:-instated in his original charge 

_ and that he should look after the interests of the 
workmen and see that they were provided with food, 
clothing, shelter and medical help. 

8.10.05 The evidence presented to us by many ,. 
witnesses shows that there are numerous instances 
of such gross misuse of the powers of transfer, pro
motion and posting and of placing an officer under 
suspension in the case of officers belonging to the 
All India Services. We have considered whether 
an independent tribunal should be set up to look 
into such cases. However, we find that this is not 
necessary, as officers belonging to the All India Ser
vices can present their complaints and grievances in 
these matters to the Central Administrative Tribunal 
established recently, and receive speedy redress. 

8.10.06 We would suggest that the Union Govern
ment may try to dissuade State Governments from 
resorting to such undesirable practices. Specifically, 
we recommend that while examining an appeal against 
the suspension of an All India Service officer, the 
Union Government should invariably consult the 
UPSC and accept its advice unless palpably wrong. 
Such a provision may be included in the All India 
Services (Discipline and Appeal) Rules, 1969. 

8.10.07 The present procedures by which the 
Union Government consults the UPSC and, in cases 
relating to corruption, also the Central Vigilance 
Commission in all disciplinary cases and appeals of 
All India Service officers which fall within its purview, 
constitute, in our view, indi>pensable safeguards 
against their victimisation on political or personal 



grounds. It has to be noted that the advice given 
by the UPSC or the Central Vigilance Commission 
are normally accepted by the Union Government. 
Such a system of ensuring justice and fairplay to 
officers is absent in many State Governments. 

8.10.08 We do not recommend any change in 
the present disciplinary procedures relating to All 
India Service officers, except that the UPSC should 
b_e consulted in the matter of appeals against suspen
siOn. 

8.10.09 It may be pointed out that officers of the 
All India Services, by reasons of their background 
their acadt:mic qualifications, the tough selectio~ 
process through which they pass and their aspirations 
for rising to the senior-most levels in the govern
ment, would regard even a threat of censure the 
least minor penalty, as calamitous. On the ~ther 
hand, the calibre of these officers is such that it is 
known that they do not generally succumb to undue 
pressures whether in giving advice or in taking deci
sions. As most State Governments have by now 
realised, the only way to get the best out of these 
officers is to have a forward looking programme of 
career management and training and not through such 
negative measures as compulsory retirement, removal 
and dismissal. 

8.10.10 We would urge the State Governments 
to evolve, with the assistance of the Union Govern
ment, modern and more enlightened systems of in
centives for the officers of the All India Service cadre. 
In particular, the political authorities should strive 
to create an atmosphere of mutual trust and coo
peration vis-a-vis the civil servants by ensuring fair 
and just treatment to them and encouraging the 
qualities of honesty, fearlessness, independence of 
judgement and dedication to duty. 

As emphasised by Sardar Patel in his letter dated 
April 27, 194810 addressed to Prime Minister 
Nehru on the subject of All India Services, ". . an 
efficien~. disciplined and contented service, assured 
of its prospects as a result of diligent and honest 
work, is a sine qua non of sound administFation under 
a democratk regime .... " 

8.10.11 The foregoing discussion illustrates a 
a point that we have sought to emphasise more than 
once in this report. It is unwise for a State Govern
ment to aim at complete control in an area like the 
All India Services where concerted action in accor
dance with well-formulated and well-directed policies 
are vital. Joint control cannot mean total control. 
Leadership and direction by the Union Government 
are indispensable. 

8.10.12 We recommend that there ought to be 
regular consultations on the management of All 
India Services between the Union and the State 
Governments. 

II. ADVISORY COUNCIL FOR PERSONNEL 
ADMINISTRATION OF ALL INDIA SERVICES 

8.11.01 In its report on the "Machinery of the 
Government!of India and its procedure of work", 

10. Rao, B. Shiva; The Framing of India's Constitution· 
Volume N : Pages 332-333. ' 
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the Aci ministrative Reforms Commission recommend
ed that an Advisory Council on Personnel Admini
stration may be set up to act as a feederline of new 
ideas and thinking on personnel administration. 
It should be composed of official and non-official 
experts in different aspects of personnel management, 
drawn from all over the countryu. Such an Advi
sory Council was set up in September 1972 under 
the chairmanship of the Union Minister of State 
for Personnel with 15 members drawn from the 
fields of administration, training and management. 
The Council met twice and was wound up in 1974. 

8.11.02 In April, 1985, a Working Group on 
Administrative Reforms and Personnel Policies was 
set up under the chairmanship of the Union Mini
ster of State for Personnel to advise the Government 
of administrative reforms and personnel policies. 
The Working G10up, besides the Chairman, had 15 
members comprising the Union Minister of State 
foF Defence, Union Cabinet Secretary, Union Secre
taries for Home Affairs and Personnel, Chief Secreta
ries of a few State Governments, some senior heads 
of departments in the Union Government and a 
State Government, chairman of a public undertak
ing, an industrialist and two non-officials. The Work
ing Group held a number of meetings and inter alia 
considered aspects like tenure, specie lisation and 
mid-career planning for officers of the All India 
Servics. This Working Group too has been wound 
up. 

8.11.03 We recommend that an Advisory Coun
cil for Personnel Admin;stration of the All India 
Services may be set up, comprising entirdy of the 
seniormost officers directly concerned with the issues 
to be deliberated. The Council may have the Union 
Cabinet Secretary as its Chairman and Union Secre
taries in charge of individual All India Services and 
Chief Secretaries of State Governments as members. 
The Council may be serviced by the Union Depart
ment of Personnel & Training (Ministry of Personnel, 
Public Grievances & Pensions). 

8.11.04 The Council will advise the Union and 
the State Governments. It should meet periodically 
and regularly and suggest solutions to the problems 
teferred to it by the Union and the State Governments. 
It will be the responsibility of the Union Department 
of Personnel & Training to take follow-up action on 
the recommendations of the Council and secure the 
decisions of the Union Government. 

8.11.05 The Council may also set up Study 
Teams' of experts comprising officials drawn from 
the Union and the State Governments and some 
eminent non-officials to assist it in examining pro
blems in the field of All India Services and suggest 
measures for overcoming them. Matters which the 
Advisory Council is unable to resolve could be placed 
before the Inter-Governmental Council recommend
ed by us in Chapter IX-

8.1 1.06 Every cadre has the right to have its 
cadre management problems duly examined and sorted 
out by the cadre controlling authority without drlay. 
In recognition of this principle, we suggest that the 

11. Recommendation 17(6). 



Advisory Council may address itself to the pro
blems of the type raised by the Estimates Committee 
and which recently have been referred by the Union 
Government to a special Committee vide para 8.5.04 
above. Certain other special cadre management pro
blems which, we feel, should also be examined by 
the Advisory Council on a priority basis are out
lined in the succeeding paragraphs. 

12. ENCADRING POSTS UNDER STATE 
GOVERNMENTS 

8.12.01 Certain broad criteria have been laid 
down for deciding whether a post under a State 
Government should be included in an All India 
Service or not. For example, in the case of the Indian 
Administrative Service, a post is encadred if its 
management content is more than its technical con
tent. However, a number of posts like Director of 
Industries, Director of School Education, etc. which 
could more appropriately be held by technical officers 
are declared as senior duty posts for the lAS. Tltis 
causes considerable dissatisfaction among the techni
cal and other services in a State. 

8.11.02 It is necessary to evolve more precise cri
teria for the encadrement of posts which will ensure 
fair promotional prospects for the other State ser
vioes and at the same time prevent undue expansion 
and consequent dilution of quality of the All India 
Services. 

8.12.03 At present, a State Government may add 
to the State cadre of an All india Service, for a period 
not exceeding one year, one or more posts carrying 
duties or responsibilities of a like nature to cadre 
posts. Such a post can be continued for a further 
period not exceeding two years with the approv" 1 of 
the Union Government. It has been suggested (vide 
para 8.2.11 above) that a State Government should 
have full powers to create such temporary cadre 
posts. 

8.12.04 As superfluous posts can be excluded from 
a cadre during the triennial reviews of cadre strengths 
of All india Services, there is some force in the demand 
for full power to a State Government to make tem
porary additions to a cadre. This suggestion may be 
examined by the Advisory Council. 

13. FIELD EXPERIENCE 

8.13.01 The emphasis given at present on field 
experience vide paras 8.5.07 to 8.5.09 above seems 
inad_equate. It has to be noted that officers engag
ed m desk work hke pohcy-makmg and advising 
ministers should have had first-hand and uptodate 
experience of field work. However, this important 
aspect is not always kept in view in posting All 
India Service officers. Posts involving mere desk 
work are generally easier to manage than field posts 
and are therefore preferred. This tendency has been 
accentuated by the large increase in the States as well 
as at the Union level in the number of desk posts 
as against field posts. 

8.13.02 In the circumstances, a system of postings 
and transfers needs to be evolved for All india Service 
officers so that field work keeps alternating with 
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policy-making and advice till such time as the olficers 
reach the seniormnst l~vds in til,, State and the Unio.1 
Governments. Further, it may be laid down that an 
officer appointed to a fidd pc•st should continue in 
that post for a minimum period to be prcs•;ribed. Any 
deviation from the prescribed period should have the 
approval of a Committee of the Council of Ministers. 

14. PROBLEMS OF OFFICERS POSTED IN 
DIFFICULT AREAS 

8.14.01 Officers posted to remote and inaccessi
ble areas find it difficult to maintain a proper standard 
of living because of the high costs in those areas. 
They also face problems in the matter of education of 
their children because of lack of facilities. Travel 
to their home towns is both time-consuming and ex
pensive. Similarly, "outsiders" working in certain 
border States are discouraged by the State Govern
ments from seeking permanent residence in those 
States. 

8.14.02 It seems necessary that uniform and 
rational, policies should be drawn up to adequately 
compensate officers working in difficult areas and for 
assisting such of them as wish to settle down per
manently in the States to whose cadres they belong. 

15. PROMOTION 

8.15.01 For appointment to posts in the Union 
Government which are of the level of Joint Secretary 
and above, a procedure of empanelment is adopted. 
Among officers on offer from State Governments, 
only those who arc empanelled are considered for 
posting. On the other hand, each State Government 
has its own procedures for promotion of AJS officers 
belonging to the State's cadres to supertime scales. 
This sometimes leads to an anomalous situation. An 
officer deemed fit by the State Government for holding 
a supertime scale post may not get empanelled by the 
Union Government for holding such a p; st and 
vice versa. It is understood that State Governments 
have not agreed to have a joint selection procedure 
along with the Union G vernment. 

8.15.02 It seems essential that promotions at the 
State and the Union levels of All india Service officers 
should be coordinated and conflicting situations 
avoided. The Advisory Council may evolve measu
res to ensure this. 

16. OTHER CADRE-MANAGEMENT 
ASPECTS 

8.16.01 The Advisory Council may inter alia 
examine the following aspects : 

(i) In order to maintain the all-India chara
cter of these services, State-wise reviews of 
"outsider-insider" ratios and of the steps 
to be taken to keep the ratios at a desirable 
level needs to be undertaken. 

(ii) State-wise career development plans for 
the members of the All India Service cadres 
which in_ter. alia offer scope for greater pro
fcsswnahsatlon need to be evolved. 



(iii) Problems of inadequate promotion and 
deployment opportunities in small States 
and formation of multi-State or Zonal 
cadres to meet these problems need to be 
examined. 

{iv) Periodical reviews of the system of per
formance appraisal of members of All India 
Services should be evolved. 

17. CREATION OF NEW ALL INDIA 
SERVICES 

8.17.01 We agree with the recommendations of 
the Estimates Committee, vide para 8.5.02 above, in 
regard to the constitution of the Indian Serv1ce 
of Engineers, the Indian Medical and Health Service 
and an All India Service for Education. As regards 
constituting All India Services in other sectors like 
agriculture, cooperation, industry, etc. we would 
suggest as follows. 

8.17.02 To begin with, a pool of officers drawn 
from the Union and the Various State Governments 
should be created in a sector. These officers should 
be available for posting for fixed tenures and with 
attractive special pays in Governments other than 
their own. Afler the pool system is worked success
fully for a few years, steps could be taken to con
stitute an All India Service in that sector. As already 
pointed out, the officers belonging to a pool will 
gain in experience, broaden their outlook and faclh
tate cooperation between the Union and the State. 

18. AGE OF RETIREMENT 

8.18.01 Under the All India Services Act, 1951, 
the Union Government has laid down the age of 
superannuation for members of All India Services 
as 58 years '"· This is also the age of superannua
tion of employees of the Union Government and those 
of State Governments excluding, however, the Govern
ments of Kerala and Nagaland. The Union Govern
ment requested us to examine, as part of administra
tive relations between the Union and the States, the 
implications of having a high~r age ?f superannua
tion for members of All Ind1a Serv1ce officers than 
that prescribed for employees of some of the State 
Governments. This reference to us was made in the 
context of the discussion in Parliament in March 
1985 in regard to the need to evolve a national policy 
on retirement age. 

8.18.02 The Governments of Kerala and Nagaland 
have adopted the age of superannuation as 55 years. 
Neither Government has informed us of any 
problem arising from the fac~ that t_he age of super
annuation for the State serv1ces vanes from that for 
the members of the All India Services serving in the 
State. In our view, this variation i'l the a~es of sup
erannuation of State and All Ind1~ SefV!ce Officers 
in the two States do: s not, ~y itsel,, call fo~ a rev1~w 
of the age of superannuatiOn of All· Ind1a Serv1cc 
officers. It would be for the two State Gover~ments 
to consider whether or not they should fall . m hne 
with the other State Governments by removmg the 
disparity. · 

". Rule 16 of the All India Services (Death-cum-Relirement 
Benefits) Rules, 1958. 
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8.18.03 The question whether there. should be a 
uniform age of superannuation for the employees 
of the Union and the State Governments may be con
sidered, after appropriate studies, by the Inter
Governmental Council recommended in Chapter 
IX. 

19. RECOMMENDATIONS 

8.19.01 (i) The All India Services arc a.< much 
necessary today as they were when the Constitution 
was framed and continue to be one of the premier 
institutions for maintaining the unity of the country. 
Undoubtedly, the members of the All India Services 
have shown themselves capable of discharging the 
roles that the framers of the Constitution envisaged 
for them. -

(ii) Any move to disband the All India Services 
or to permit a State Government to opt out of the 
scheme must be regarded as retrograde and harmful 
to the larger interest of the country. Such a step is 
sure to encourage parochial tendencies and under
mine the integrity, cohesion, efficiency and co
ordination in administration of the country as a 
whole. 

(iii) The All India Services should be further 
strengthened and greater emphasis given on the role 
expected to be played by them. This can be achieved 
through well-planned improvements in selection, 
training, deployment, development and promotion 
policies and methods. The present accent on genera
Iism should yield place to greater specialisation in 
one or more areas of public administration. Training 
and career development policies should be geared 
to this objective. Disciplinary control should aim 
at nurturing the best service traditions and relent
less weeding out of those who fail to make the grade. 
Finally, there should be greater coordination and pe
riodical dialogue between the authorities in the Union 
and the State Government who are responsible for ti-c 
management of these services. 

(Paras 8.7.07 to 8. 7.10) 

8.19.02 (i) There should be an element of com
pulsion in the matter of deputation of officers of All 
India Services to the Union. The informal practice 
followed by the State Governments of obtaining the 
consent of the officers who are to be sent on deputa
tion should be given up. 

(ii) Every All India Service officer, whether he 
is a direct recruit or a promoted officer, should be 
required to put in a minimum period under the 
Union Government and, for this purpose, the mini
mum numba of spells of Union deputation sh~uld 
be laid down for direct recruits and promoted 
0 fficers,. serara tely. . . 

(iii) State Governments shbu!d offer officers 
for Union deputation only after screening thun. The 
Union Gcvernment may lay down a screening mc•cha
nism and the criteria to be followed for the purpose 
by every State Govtrnment. An officer so offered 
should not be rejected by the Union Government. 
except on grounds to be communicated to the State 
Government concerned. ' 

(iv) Among those on deputation to the Union 
from a State ~nd among those serving in the State, 



the number of 'insider~· and 'outsiders' should be 
almost equal. 

(Para 8.9.03) 

8.19.03 lt should b~ cnsu1ed, through strict ob
servance of the tenure principle, that the services 
of the best among All India Service officers are not 
monopolised by the Union Government but arc also 
readily available to the State Govtrnments to whose 
cadres they belong. 

(Para 8.9.04) 

8.19.04 The Union Government may dissuade 
State Governments from using the powers oftransfe_r, 
promotion, posting and ~uspe_nswn, of All Ind1a 
Service officers 1n order to d1Sc1plmc them. 

(Para 8.10.06) 

8.19.05 While examining an appeal against _the 
su>pension of an All India Service officer, the Un~on 
Government should invariably consult the Un1?n 
Public Service Commission and accept 1ts adv1ce 
unless palpably wr.- ng. Such a provision may be 
included in the All India Services (Discipline and 
Appeal) Rules, 1969. 

(Para 8 .10.06) 

8.19.06 No change is necessary in the present 
disciplinary procedures relating to AII_India Service 
officers, except in the matter of suspenswn as recom
mended in para 8.19.05 above. 

(Para 8.10.08) 

8.19.07 (i) State Governments, with the assist
ance of the Union Government, may evolve modern 
and nure enlightened systems of incentives for the 
offi~rs of the All India Service cadres. 

(ii) The political authorities in each State 
should ·;trive to create an atmosphere of mutual tru~t 
and cclOp~ration vis-a-vis the civil servants by en
suring fair and just treatment to them and ~ncourag
ing the Q•l ·lities of h~nesty, fearlessness, mdepend
ence of judgement and dedication to duty. 

An efficient, disciplined and contented service, 
assured of its prospects as a result of diligent and 
honest work is a sine qua non of sound administra
tion under a democratic regime. 

(Para 8.10.10) 

8.19.08 (i) There should be regular consulta
tions on the management of All India Services 
between the Union and the State Governments. For 
this purpose. an Advisory Council_ for Personnel Ad
ministration of the All Ind1a Services may be set up. 

(ii) The Council may have the Union Cabinet 
S.JCretary as its Chairman and Union Secretaries in 
charge of inc1ividual All India Services and Chief 
s~~retarics of State Governments as members. 

(iii) The Council may be serviced by the Union 
Department of Personnel & T~aining. 

(Paras 8-10-12 and 8-11-03) 

8.19.09 (i) The Aoiviwry Council recommended 
in para 8.19.08 will advise the Union and the State 
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Governments. It should me~t periodically and re
gularly and suggest solutions to the problems re
ferred to it by the Union and the State Governments. 

(ii) The Union Department. of Personnel & 
Training may take follov.:-up act10n on the r~c?m
mendations of the Counc1l and secure the dec1Slons 
of the Union Government. 

(iii) The Council may set up study teams of ex
perts for examining specific problems. 

(iv) Matters which the Advisory Council is una
ble to resolve may be placed before the Inter-Govern
mental Council. 

(Paras 8.11.04 to 8.11.05) 

8.19.10 The Advisory Council may address itself 
to the problems of the type raised by the Estimates 
Committee and which recently have been referred by 
the Union Government to a Special Committee. 

(Para 8.11.06) 

8.19.11 The following cadre management pro
blems should be specially examined by the Advisory 
Council on a priority basis. : 

(i) More precise criteria have to be evolved for 
the encadrement of posts which will ensure 
fair promotional prospects for the other State 
services and at the same time prevent undue 
expansion and consequent dilution of quality 
of the All India Services. 

(Para 8.12.02) 

(ii) Whether a State Government may be given 
full power to make temporary additions to 
an All India Service cadre. 

(Para 8.12.04) 

(iii) A system of postings and transfers has to 
be evolv~d for All India Service officers so 
that field work keeps alternating with policy
making and advice, till such time as the 
officers reach the seniormost levels in the 
State and the Union Governments. Also, an 
officer appointed to a field post should conti
nue in that post for a minimum period to be 
prescribed. Any deviation from the pre
scribed period should have the approval 
ofa CommitteeoftheCouncilof Ministers. 

(Para 8.13.02) 

(iv) Uniform aad rational policies have to be 
drawn up to adequately compensate officers 
working in difficult areas and for assisting 
such of them as wish to settle down perman
ently in the States to whose cadres they be
long. 

(Para 8.14.02) 

(v) Promotions at the State and the Union levels 
of All India Service officers have to be co
ordinated and conflicting situations avoided. 

(Para 8.15.02) 

(vi) To ensure the all-India character of these 
services, State-wise reviews have to be pre
scribed so that "outsider-insider" ratios 
are maintained at a desirable level. 

(Para 8.!6.01) 



(vii) S~ate-wise cMeer devdopm!nt plans for the 
members of th~ All India s~rvice <:adres 
which inter alia offer sc·JPe for greater pro
felsiotulisation h1ve to be evolved. 

(Para 8.16.0 I) 

(viii) Problems of inadequate promotion and de
ployment oppJrtunities in small States and 
formation of multi-State or Zonal cadres to 
meet these problems need to be examined. 

(Para 8.16.01) 

(ix) Periodical review of the system of perfor
mance appraisal of members of All India 
Services should be evolved. 

(Para 8.16.01) 

8.19.12 As recommended by the Estimates 
Committee, the Union Government may persuade 
the State G:>vernments to agtee to the constitution 
of the Indian Service of Engineers, the Indian Medical 
and Health Service and an All India Service for 
Education. 

(Para 8.17.01) 

231 . 

. 8.19.13 To constitute All India Services in sectors 
hke ag.-iculture, cvoperation, industry, etc. 

(i) to b!gin with, a pJol of officers drawn from 
the Union and the various State Governments 
may be created in a sector; 

(ii) these officers may be made available for 
p:>sting for fixed tenures and with attractive 
special pays in Governments other than 
their own; and 

(iii) after the pool system is worked successfully 
for a few years, steps may be taken to con
stitute an All India Service in that sector. 

(Para 8.17.02) 

8.19.14 The question whether there should be 
a uniform age of superannuation for the employees 
of the Union and the State Governments may be 
considered, after appropriate studies, by the Inter
Governmental Council recommended in Chapter IX. 

(Para 8.!8.03) 
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CHAPTER IX 

INTER-GOVERNMENTAL COUNCIL-ARTICLE 263 

I. INTRODUCTION 

9.1.01 Framing of policies and their imple
mentation are two of the most important functions 
of government. If policy and its implementation are 
discordant, governance gets distorted. 

9.1.02 In a dual polity, coordination of policies 
and their implementation become extremely impor
tant, specially in view of large areas of common interest 
and shared action. This can only be done through 
a sustained process of contact, consultation and 
interaction, for which a proper forum is necessary. 

9.1.03 The executive powers of the Union and 
States are normally co-extensive with their legislative 
powers. In regard to matters in the Concurrent List, 
a Union law prevails over a State law to the extent 
of repugnancy. However, the fact remains that 
matter~ in the "Concurrent List" are of 'common 
interest' to the Union and the States. Eve.n the divi
sion of powers between the Union and States in 
relation to matters in List I and List II is not absolute. 
Several Entries in the Union List expressly overlap 
or control certain Entries in the State List. From a 
functional aspect, basic issues of national policy in 
all spheres of overlapping jurisdiction are of common 
Union-State concern. 

9.1.04 Another unique feature of our system 
is that, for securing implementation of many of its 
laws and policies, the Union depends on the machi
nery of the States, particularly in the concurrent 
sphere. The Union can entrust its executive functions 
in the manner laid down in Article 258 to the State 
Governments or their agen~ies. The States may also 
entrust their executive functions, with the consent of 
the Union, to the Government or agencies of the 
Union (Article 258A). The States too, are dependent 
on the Union for fiscal resources, administrative 
assistance and in several other ways to enable them 
to discharge their responsibilities. Such inter
dependence is inevitable, more so in a large, diverse 
and developing society as ours. 

9.1.05 The Constitution gives overriding powers 
to the Union to secure compliance with its laws and 
to remove any impediment or prejudice to the exer
cise of the executive power of the Union by any 
executive action of a State (Articles 256 and 257). 
These are, however, extreme steps which should 
not be contemplated in the ordinary course of inter
governmental affairs. The normal way of resolving 
such problems and coordinating policy and action 
in a democratic two-tier polity, is through collective 
thinking, discussion and P.ersuasion between the 
political executives of the Umon and States. For that 
purpose, proper institutional arrangements are 
essential. There is no high-level coordinating forum 
other than the Tnter-Stqte Council envisaged in Article 
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263 of the Constitution where such problems can be 
sorted out. 

9.1.06 The provisions of Article 263 are almost 
similar to those of Section 135 of the Government 
of India Act, 1935. The latter provided for the esta
blishment of an Inter-Provincial Council with duties 
identical with those of the Inter-State Council 
under Article 263. At the time of framing of Section 
135. it was felt that "if departments or ·institutions 
of coordination and research are to be maintained at 
the Centre in such matters as agriculture. forestry. 
irrigation, education and public health and if such 
institutions are to be able to rely on appropriations 
of public funds sufficient to enable them to carry on 
their work. the joint interest of the Provincial Govern
ments in them must be expressed in some regular 
and recognised machinery of inter-governmental 
consultation". It was also intended that an Inter
Provincial Council should be set up as soon as the 
provincial autonomy provisions of the Government 
of India Act, 1935, came into operation. The Council 
was a device for facilitating inter-Provincial coopera
tion. 

9.1.07 There is another historical factor which 
underscores the urgency of setting up an all-embracing 
Inter-State Coun¢ih Before 1967. it was easier to 
resolve differences or problems that arose between 
the Union and States, at the party level, because the 
same party was in power in the Union and the Stall'S. 
Since 1967, parties or coalitions of parties other than 
the one running the government at the Union. have 
been in power in several States. These State Govern
ments of diverse hues have different views on regional 
and inter-State problems. In such a situation. the 
setting up of a standing Inter-State Council with 
a comprehensive charter under Article 263 has be
come an imperative necessity. 

9.l.OS New areas of national concern are emerg
ing with economic growth. technological develor;
ment and socio-political changes. The rapidly ex
panding governmental functions have brought in 
their wake increasing inter-dependence. Routine 
problems, which arise in the day-to-day work in g. 
are sorted out through discussions and inter-action 
at various levels of bureaucracy. More important 
problems which cannot be resolved at the bureau
cratic level, are settle" through discussions between 
the concerned Ministers of the Union and of the 
States. However, there are problems of still greater 
importance involving basic issues of national rolicy. 
For resolution of such problems and ensuring coordi
nation of policy and action on matters of common 
interest. through a process of collective consideration. 
discussion and persua•ion bv the political heads of 
the Union and States. the Constitution gives to the 
President power to establish an inter-governmental 
forum called the Inter-State Co\lncil, 



2. ARTICLE 263 

9.2.01 Article 263 provides-

"lf at any time it appears to the President that 
the public interests would be served by the establish
ment of a Council charged with the duty of-

( a) inquiring into and advising upon disputes 
which may have arisen between States; 

(b) investigating and discussing subjects in which 
some or all of the States, or the Union and 
one or more of the States, have a common 
interest; or 

(c) making recommendations upon any such 
subject and, in particular, recommendations 
for the better co-ordination of policy and 
action with respect to that subject, 

it shall be lawful for the President by order to 
establish such a Council, and to define the nature 
of the duties to be performed by it and its organisa· 
tion and procedure". 

9.2.02 Under clause (a), the duty that can be 
assigned to the Council is only of 'inquiring' into 
and 'advising' upon inter-State disputes. The implica· 
tion is that the Council cannot be authorised under 
this Article to adjudicate such disputes. 

9.2.03 Under clause (b), all subjects in which 
the States inter se or .the Union and one or more 
States have a common interest, can be investigated 
and discussed by the Council. Under clause (c) the 
function of the Council would be to make recom:Oen· 
dations upon any subject of common interest referred 
to in the preceding clause, and in particular, it can 
recommend for better coordination of policy and 
action with respect to that subject. Clauses (b) and 
(c) read together, make it clear that the Council to 
be es~ablished by the President, is not merely to be 
a dehberat1ve body but also one competent to in
vestigate. enquire and make recommendations. It 
is noteworthy that the investigative, deliberative and 
recommendatory duties, which can be conferred on 
the Council under clauses (b) and (c), are restricted 
to "subjects in which some or all of the States or 
the Union and one or more of the States have com
mon interest". The Council formed under this Article 
is basically an advisory and consensus-seeking body. 

9.2.04 The imp~ratives of planned development 
led to early recogmtlon of the need for suitable insti
tution~! arrangeme~ts. The National Development 
Counc1l was constituted under an executive order 
instead of Article 263, to meet this felt need. ' 

3. NATURE OF THE PROBLEM 

9.3.01 The general complaint is that the Presi
dent has not adequat7Iy used the powers given to 
h1m by the Const1tut1on to establish a nermanent 
forum having comprehensive jurisdiction for mutual 
consultation and coordination of policy ·and action 
on a_ll matters of common interest falling within the 
purv1ew of clauses (b) and (c) of Article 263. 

9.3.02 It ~s true tha~ a few bodies have been set 
up under Article 263 With respect to limited issues 
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such as Health1, Local-self Government1 and Sales 
Tax•. Such sectoral bodies can hardly serve the pur
pose of overall coordination of policy and action on 
all issues of national importance. They do not provide 
a structure for investigating and resolving multi
sectoral inter-governmental problems. 

9.3.03 Sporadic meetings at the Ministerial and 
official levels, also, do not provide an effective forum. 
These arrangements, being ad hoc in nature, have no 
means of ensuring follow-up action or its continuity. 

9.3.04 The Administrative Reforms Commission 
recommended the setting up of an Inter-State Council, 
to begin with for a period of two years. They recom
mended that the Inter-State and Union-State differen
ces should be settled through mutual discussions and, 
to the extent possible, these discussions should be 
held in camera. While agreeing that the Inter-State 
Council should deal with problems relating to or 
arising out of the Constitution, legislative enactments, 
administration and finance, it did not want the Inter· 
State Council to deal with matters in the purview of 
the National Development Council.' 

9.3.05 We recommend that an Inter-State Council 
charged with duties set out in clauses (b) and (c) 
of Article 263 should be formed. In order to reflect 
its true character and differentiate it from other 
sectoral bodies that have been set up under this 
Article, it may be called the Inter-Governmental 
Council (IGC). 

9.3.06 The Administrative Reforms Commission 
submitted its report in 1969. Since then events have 
moved fast and tremendous socio-economic and 
political changes have taken place in the country. 
In the present context we are convinced that a per· 
manent body is an imperative necessity and its consti
tution is overdue. However, we agree with the Ad
ministrative Reforms Commission that the proposed 
Inter-State Council should not concern itself with 
matters relating to socio-economic planning and de· 
velopment for which we have recommended a separate 
body (vide paragraph 9.4.07 below). 

4. SCOPE OF THE COUNCIL 

9.4.01 Most of the State Governments some 
political parties and eminent persons are of tbe view 
that the proposed Council should have only such 
i!lvestigative, deliberative and recommendatory func
tions as would fall within the ambit of clauses (b) 
and (c) of Article 263. Only two State Governments 
and. some others have suggested that Article 263 be 
amended and reformulated so as to ensure-

A 
I. Ministrv of Health, Notification No. F-6-l/51-P dated 

ugust 9, 1982. ' 

. 2. By order ccled ~epten;hr 6, 1954, t~e Presid<nt of India 
,,mvoked Art1cle 263 for eSiab!ishirg the Central Cou~ci! of 
ILrcal-~eJf 9overnment to consrder and recorr-mend'brcad lines 
?f poi.'CY m regard to matters concerning local-self government 
m all IIS aspects throughout the country. 

3. Ministry of Fintnce (Oo~t. of Rev 'nue) Ocder.'No GSR 
238, dated Febru>ry I, 1968 as amended by Order' No~ GSR 
431 fA), d1tei October 9, 1972 GSR•324 (E) dated'J ne~6· 
1975. • J ' ·- u ' 

4._A1-n~nistr~tive R~form; Co.n nission R~p:>rt on Centr 
StadtepRelatronshoos : Ch1pter V. Roo~n rpnht;o.,; 15 anj 'IGe 
an aragraph ;s, - · 
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(i) that it is obligatory for the President to estab
lish an inter-State Council on a permanent 
basis; 

(ii) that the Council has a wider role including 
that of an appellate forum against the deci
stons of the Union affecting one or more 
States; and 

(iii) that the Council is consulted with respect 
to several other matters such as appointment 
of Governors and other constitutional func
tionaries, imposition of President's rule etc. 

A few have suggested that Inter-State and Union
State disputes should also be considered by the Council. 

9.4.02 It is an accepted maxim that responsibility 
and authonty should go together. In making appoint
ments of constitutional functionaries such as Gover
nors, Comptroller and Auditor General, Chief Election 
Commissioner, Chairman of the Union Public Service 
Commission, the President abides by the advice of 
the Union Council of Ministers, who, in turn, are 
accountable for the same to Parliament. If, for 
making of these appointments, it is provided that 
the Inter-State Council, consisting of the political 
executives of the States should also be consulted, 
it will politicise these appointments. Eminent persons 
for fear of their names being debated in such a Council, 
where there may be political pulls and pressures, 
will be deterred from accepting these offices. If the 
Council is involved in the process of making these 
appointments, it is sure to dilute the accountability 
of the Union Executive to Parliament. 

9.4.03 In the Chapter on Emergency Provisions 
we have dealt with the suggestion that the Inter-State 
Council should be consulted before proclaiming 
President's Rule under Article 356(1). For reasons 
given therein, we are unable to support this sugges
tion5. 

9.4.04 We are of the view that the Council which 
we are recommending should be charged with duties 
in broad terms embracing the entire gamut of clauses 
(b) and (c) of Article 263. This is essential to avoid 
repeated references to the President for piecemeal 
orders under Article 263 authorising the Council 
to deal with specific issues as and when they crop up. 

9.4.05 The Council will be a recommendatory 
body. It will not therefore in any way erode or en
croach upon the responsibilities and powers which, 
under the Constitution, are the exclusive concern 
of the Union and the States, respectively. 

9.4.06 Some States have asked for abolition of 
the National Development Council. One State has 
suggested that, in addition to the Inter-State Council, 
there should be a separate body called the National 
Development and Planning Council. We have consi
dered in detail the various issues relating to Economic 
and Social Planning in Chapter XI. After carefully 
considering the various suggestions and pros and cons 
of the issue, we are of the view that the Inter-Govern
mental Council which we are proposing in this Chapter 
will deal with matters other than socio-economic 
planning and development. 

5. Chapter VI; Paragraph 6.7.05. 
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9.4.07 We reiterate the recommendations made 
in Chapter XI that the separate identity of the Nationa
Development Council should be maintained. How 
ever, we recommend that its status should be forma
lised and duties re-affirmed through a Presidential 
Order passed under Article 263 and it be renamed 
as National Economic and Development Council 
(NEDC). This issue has been cnonsidered in detail 
in the Chapter on "Economic and Social Planning". 

~. PROCEDURES 

9.5.01 The Inter-Governmental Council should 
evolve guidelines to idenllfy and select issues to 
be brought up before it. The Council should take 
care to ensure by a process of screening and selection 
that only such matters of national importance relating 
to subjects of common interest are brought before 
it as would fall within the ambit of clauses (b) and 
(c) of Article 263; otherwise, there is every possibility 
of its being swamped with a large number of references 
which might stultify its working. Bilateral or regi, nal 
issues may be considered by the Zonal Councils. 

9.5.02 Voting in any form should be avoided. 
All advisory decisions should be taken on the basis 
of consensus. No rigid procedure, e.g. approval by 
at least two-thirds of the members need be laid down 
for determining whether a consensus has been reached. 
The discussions in the Council should be conducted 
in a spirit of mutual accommodation, comity and 
compromise. 

9.5.03 The meetings, proceedings and delibera
tions of the Council should be held in camera, away 
from the publicity normally associated with the meet
ings at this level. We reiterate the caution sounded 
by the Administrative Reforms Commission that a 
"word uttered in public is not capable of recall, 
but the one uttered in discussion it is possible to review 
and reconsider. The matter then does not become one 
of prestige, but remains one which it is possible to 
settle by mutual discussion."' 

9.5.04 It is expected that this Council, working 
within such an environment, will be able to build 
up mutual trust and confidence and will soon emerge 
as the major instrument for discussing at the national 
level policies and actions affecting inter-governmental 
relations. 

9.5.05 The Council should have independent 
and adequate secretariat support which will enable 
various issues to be considered in depth. It will also 
devise procedures to regulate the conduct of its busi
ness. However, it will be advantageous if the proce
dures to be folfowed are modelled on the lines of 
cabinet meetings, ensuring that all points of view, 
after analysis by the secretariat, are placed before 
the Council for consideration. It would also ensure 
necessary confidentiality. 

6. ORGANISATION 

9.6.01 Almost all the suggestions are in favour 
of a Council with Prime Minister as the Chairman 
and Chief Ministers as Members. The Administrative 
Reforms Commission also made similar recommenda
tions. We share this view. 

6. Administrative Reforms Commission Report on Centre 
State ~elationships : Chapter V, Paragraph I. 



9.6.02 The Council should consist of a General 
Body assisted by a smaller Standing Committee. 
The G~neral Body itself need not go into all the mat
ters referred to it. Normally, all references should, 
in the first instance, go before the Standing Commitee. 
If a matter is considered sufficiently important for 
eonsideration by the General Body, the Standing 
Committee may refer it to them. 

9.6.03 The General Body should consist of :-

(a) Prime Minister 

(b) All Chief Ministers 

(c) All Union Cabinet Minis
ters (or Union Ministers 
dealing with subjects of 
common interest to the 

-Chairman 

-Members 

Union and States). -Members 

This Council shall meet at least twice a year. All its 
meetings will be held in camera. 

9.6.04 The composition of the Standing Committee 
should be as under :-

(a) 

(b) 

Prime Minister 

Six Chief Ministers, one 
from each Zone selected an-

-Chairman 

nually -Members 

(c) Six Union Cabinet Minis-
ters to be nominated by 
Prime Minister., -Members 

9.6.05 Prime Minister may nominate a Cabinet 
Minister to preside over the meetings of the Standing 
Committee when he is unable to attend himself. 
But there is merit in making it a rare contingency. 
The Committee should meet at least four times a year. 
All its meetings should be held in camera. If any 
member of the General Body wants to participate in 
any of meetings of the Standing Committee, he may 
.~o so with the permission of the Chairman. 

9.6.06 The Inter-Governmental Council and its 
Standing Committee should be able to set up ad hoc 
Sub-Committees to investigate special matters. For 
instance, a Sub-Committee of legal experts could be 
set up by the Inter-Governmental Council to suggest 
a model Bill for regulating elections to local self
governing bodies, panchayats, etc. While considering 
such a suggestion in the Inter-Governmental Council, 
the States could agree to get legislations based on 
the model "Bill" enacted by their State Legislatures 
or agree to get the requisite resolutions passed by 
their legislatures to enable Parliament to enact it 
ander Article 252(1) of the Constitution. 

7. COUNCIL SECRETARIAT 

9.7.01 The pre-requisites for the smooth and 
Jlroper functioning of the Council are :-

(a) an independent permanent secretariat; 

(b) meetings in camera; 

(c) adequate documentation; and 

(d) preparation of papers for consideration of the 
General Body and the Committee. 
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9.7.02 Without an indept'ndent permanent secre
tariat, the Council will not be able to establish 
its credibility. Considering the nature of meetings 
and the level of participants, the Council's secretariat 
should be suitably staffed and modelled on the Union 
Cabinet Secretariat. It will have a difficult role to 
play. Besides deciding on the issues for consideration 
of the Committee and for the General Body, the 
Secretariat will be required to maintain constant 
liaison with the Union and States. 

9.7.03 One of the important tasks of the Council 
Secretariat will be t0 prepare detailed documentation 
on various issues for discussion before the Council 
or its Standing Committee. Some of the cases may 
go into complex inter-Governmental matters, where 
opinions from different places may have to be sought. 
The Secretariat should, therefore, have adequate time 
for preparing the relevant documents. These docu
ments should be prepared in the same mann-er as 
papers for consideration of the Union Cabinet. Practi
ces and procedures laid down for Cabinet meetings 
may be followed by the General Body of the Inter
Governmental Council. The Standing Committee 
of the Inter-Governmental Council may follow the 
procedures of the Cabinet Sub-Committee meetings. 

8. ZONAL COUNCILS 

9.8.01 Majority of the replies to the Commission's 
questionnaire have pointed out that the Zonal Coun
cils have not been able to achieve the objectives for 
which they were set up. We also agree that most of 
the Zonal Councils have not been able to fulfil their 
aims and objectives. It may be useful to consider 
briefly the reasons for this failure. 

9 .8.02 Five Zonal Councils were set up under the 
States Reorganisation Act, 1956.7 In the northeast, the 
the North Eastern Council (NEC) was set up under 
the North Eastern Council Act, 1971.8 Immediately 
after the setting up of Zonal Councils, there were many 
residuary problems a·ising out of the reorganisation 
of States, which requi--ed to be sorted out. The initial 
enthusiasm after the formation of the Zonal Councils 
subsided g··adually. Moreover, as one party was in 
power both in the Union and the States for nearly 
a decade after the setting up of the Zonal Councils 
it was considered more convenient for the Unio~ 
and the States .to sort out their problems through 
party channels mstead of the Zonal Councils. 

9.8.03 One of the main reasons for failure of Zonal 
Councils is the absence of their own competent inde
pendent secretariat (except that of the NEC). ' From 

~ · A. ~orthem Zo tal Co_uncil consisting of Harayana, 
Punjab, H1machal Pradesh, Raj sthae and J•mmu & Kashmir 
and the Umon Terntones of Chandigarh and Delhi. 

B. Central Zonal Council consisting of Uttar Pradesh and 
Madhya Pradesh. 

C. Southern Zonal Council consisting of Andhra Pradesh, 
Tam1l Nadu, Kamataka and Kerala and the Unicn Territc1y 
of Pond1cherry. 

D. Western Zonal Council consisting of Gujarat Maharasb
tra, Goa and the Union Territories of Daman Md Diu and 
Dadra and Nagar Haveli. 

0 
. E. Eastern Zonal Council consisting of Bihar West Bengal 

nssa and S1kkim. • , 

M 8h ~orth E>stern Council consisting of Assam Manipur 

M
eg a aya, N>galand, Tripura, Arunachal P~desh and 
IZOram. 



1957 to 1963 the five Zonal Councils were function· 
ing with the help of five separate sec·:etariats as inten
ded by the Act (Section 19 of the States Reorganisa
tion Act). From 1963, the Secretariat staff, other 
than the Secretary, of all five Zonal Councils has been 
centralised at Delhi. During the seven year period 
from 1957-63, 33 meetings of different Zonal Councils 
were held (average being 4.7 meetings per year). 
During the period from 1963 to 1985 about 51 meetings 
were held (average 2.2 per year). With centralisation 
of the Secretariat staff of the Zonal Councils, the 
Secretariat of the Zonal Councils has virtually be
come a part• of the Ministry of Home Affairs. 

9.8.04 The agenda papers for the Zonal Councils 
are prepared on the basis of suggestions received from 
different Union Ministries and from the concerned 
State Governments, only after they are scrutinised and 
approved by the Ministry of Home Affairs. Under 
the States Reorganisation Act, one of the Chief Secre
taries in each Zone is the ex-officio Secretary of the 
Zonal Council by rotation. The Secretariat having 
virtually become part of the Ministry of Home Affairs, 
the Secretaries of the Zonal Councils have ceased 
to play an effective role. 

9.8.05 Over the years, a tendency has developed 
to exclude controversial and sensitive subjects from 
the agenda of the Zonal Councils. Too many items 
in the agenda and meetings at infrequent intervals 
have also diluted the effectiveness of the meetings. 
On an average, 20 items had been discussed in diffe
rent meetings, held usually for a day. As a result, 
points discussed in Zonal Councils mainly relate to 
vague assertions on· which States rarely disagree. The 
Union Home Minister who is the Chairman of all 
the Zonal Councils finds it extremely difficult to 
devote time to all of them. 

9.8.06 Section 21 of the States Reorganisation 
Act, I 956, spells out the functions of the Zonal Coun
cils. Bro~ dly, it covers discussions and rec?mmend:t· 
tions with regard to matters of common mterest m 
the field of economic and social planning matters 
concerning water disputes, linguistic minorities or 
inter-State transport and any matters connected with 
or arising out of reorganisation of States under the 
States Reorganisation Act. 

9.8.07 The functions of Zonal Councils cover 
mostly the functions ~nvisaged i!l Artie!~ 263(c) of 
the Constitution. It IS our cons1dered v1ew that the 
Zonal Councils should be reactivated so as to work 
in the respective Zones in the same manner as ~he 
IGC The ambit of clauses (a), (b) and (c) of Art1cle 
263 is wide enough to cover the functions laid down 
in Sub-Sections (1) and (2) of Section 21 of th~ States 
Reorganisation Act. In fact the scope of Art1cle 263 
is wider as it includes provisions ~or investigation and 
enquiry in matters of common m!erest. The Zonal 
Councils should, therefore, be constttut~d afresh und~r 
Article 263 by the same order by whic~ the IGC ts 
established. The North Eastern Council (N~C) has 
been set up under a separate statute. It has 1ts. own 
secretariat. It can function as th~ ~onal <;ounc!l ~or 
the North Eastern States in add1tton to 1ts ex1st~ng 
functions. Necessary amendments may be earned 

t in the States Reorganisation Act and the North 
ou c h' Eastern Council Act .or t IS purpose. 

9. Joint secretary of the Zonal Council is ex-officio Deputy 
Secretary in the Ministry of Home Affatrs. 
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9.8.08 The Zonal Councils, after they are re
constituted under Article 263, will be constitutional 
bodies functioning in their own right. In order that 
the Councils may function without any inhibition 
or restrictions, they should not be declared, or even 
regarded nctionally, as committees of the Inter· 
Governmental Council or as in any way subordinate 
to it. 

9.8.09 The meetings of Zonal Councils, like 
those of the IGC, should be held in camera and at 
regular intervals, in any case not less than twice a year, 
The same procedure as in the case of IGC meetings 
may, as far as possible, be adopted for~ Zonal Coun
cil meetings. 

9.8.10 It has been suggested in the succeeding 
paragraph that a Chief Minister for the Zone may 
become the Chairman of the Zonal Council by yearly 
rotation. It is, therefore, appropriate that the Secre
tariat of each of the Zonal Councils is located in the 
State capital of one of the States constituting the 
Zone. It will however be inconvenient to shift the 
Secretariat from State to State every year. It is, there
fore, suggested that the Secretariat may be located 
in such State Capital as may be decided upon by the 
Inter-Governmental Council, in consultation with the 
State Governments of the Zone. For purposes of 
coordination and consultation in respect of matters 
which should come up before the Inter-Governmental 
Council, the Secretary of the Zonal Council should be 
in close touch with the Secretary of the Inter-Govern· 
mental Council. With these measures, it should be 
possible to rejuvenate the Zonal Councils as supple• 
ments to the IGC, for sorting out bilateral and regional 
issues. 

9.8.1 I The Zonal Councils should provide the 
first level of discus: ion of most, if not all, of the re
gional and inter-State issues. Every endeavour should 
be made to sort out as many as possible of these issues 
in the Zonal Councils, thereby reducing the burden 
of the Inter-Governmental Council. The Inter· 
Governmental Council may also refer some of the 
issues directly raised before it to the Zonal Councils. 
Instead of the Union Home Minister, a Chief Minister 
from the Zone may become the Chairman of the 
concerned Zonal Council by rotation on a yearly basis, 
exoept in the case of the NEC. Meetings of the Zonal 
Councils (at least twice a year) may be held in the 
State of which the Chief Minister is the Chairman. 

9. CONCLUSION 

9.9.01 The spirit of cooperative federalism re· 
quires proper understanding and mutual confidence 
between the Chief Executives of the Union and State 
Governments. The IGC and the Zonal Councils can 
provide suitable opportunities for discussing many 
of the problems of common interes~. This type of 
working relationship should be conSJd~red desirable 
and essential for the successful workmg of a dual 
polity with such large areas of inter-dependence. 

9.9.02 A group of senior statesmen, meeting in 
camera free from the pressures of public glare, will 
presumably be able to see problems .from a national 
perspective, which does not necessanly me~n forego
ing the interests of one's own St~te ~nd .regiOn: Such 
a body, while being a formal mstitutiOn, will also 



retain the flexibility of a body working on mutual 
faith and trust, born out of the requirement of being 
kept informed and consulted on ·matters of national 
importance. 

10. RECOMMENDATIONS 

9.10.01 (a) A permanent 
called the T nter-Governmental 
be set up under Article 263. 

l nter-State Council 
Council (lGC) should 

(b) The IGC should be charged with the duties 
set out in clauses (b) and (c) of Article 263, other than 
socio-economic planning and development. 

(Paragraphs 9.3.05, 9.3.06 & 9.4.06) 

9 .I 0.02 The separate identity of the National Deve
lopment Council should be maintained. However, 
its status should be formalised and duties reaffirmed 
through a Presidential order passed under Article 
263 and it should be renamed as the National Econo
mic and Development Council. 

(Paragraph 9.4.07) 

9.10.03 The Inter-Governmental Council will 
evolve guidelines for identification and selection of 
issues to be brought before it and will take care to 
ensure that only such matters of national importance 
relating to subjects of common interest are brought 
up before it as would fall within the ambit of clauses 
(b) and (c) of Article 263. 

(Paragraph 9.5.01) 

9.10.04 (a) The Council will consist of a General 
Body assisted by a smaller Standing Committee. 

(Paragraph 9.6.02) 

(b) The General Body will consist of : 

I. Prime Minister 

2. All Chief Ministers 

3. All Union Cabinet Ministers 
(or Union Ministers dealing 
with subjects of common inte-

-Chairman 

-Members 

rest to the Union and States). - Members 
(Paragraph 9.6.03) 

(c) The Standing Committee will consist of:-

I. Prime Minister 

2. Six Chief Ministers, one from 
each zone selected annually. 

3. Six Union Cabinet Ministers 
to be nominated by the Prime 

-Chairman 

Members 

Minister. Members 
(Paragraph 9.6.04) 

(d) The General Body of the IGC will meet at 
I east twice a year. 

(Paragraph 9.6.03) 
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(e) The Stat~:ling Committee should meet at least 
. ' four t11nes a y,,ar. 

(Paragraph 9.6.05) 

9.10.05 Every meeting of the General Body will 
be held in camera and its proceedings will be conduc
ted as in Union Cabinet meetings. Practices and 
procedures laid down for Cabinet meetings may be 
followed by the General Body. 

(Paragraphs 9.5.03, 9.5.05, 9.6.03 & 9.7.03) 

9.10.06 (a) Matters proposed to be referred to the 
General Body will first be discussed in the Standing 
Committee. Normally, such matters only as are 
referred by the Standing Committee will be taken up 
for discussion in the General Body. All other matter~ 
will normally be considered and disposed of at the 
level of Standing Committee. 

(b) Meetings of the Standing Committee will be 
held in camera. 

(c) Any member of the General Body may attend 
a Standing Committee meeting with permission of 
the Chairman of the Committee. 

(d) The Prime Minister may nominate any other 
Union Cabinet Minister to preside over tne Standing 
Committee meetings when he (i.e. the Prime Mini
ster) is not present. 

(Paragraphs 9.6.02. & 9.6.05) 

9.10.07 Thtl Inter-Governmental Council and its 
Standing Committee should be able to set up ad hoc 
Sub-Committees to investigate special matters. 

(Paragraph 9.6.06) 

9.10.08 Procedure adopted for the Standing 
Committee meetings will, as nearly as may be, be the 
same as for Cabinet Sub-Committee meetings. 

(Paragraph 9.7.03) 

9.10.09 There should be a permanent Secretariat 
to the Council. 

(Paragraph 9.7.02) 

9.10.10 (a) The five Zonal Councils which were 
constituted under the States Reorganisation Act, 
1956 should be constituted afresh under Article 263. 

(b) The North Eastern Council set up under the 
North Eastern Council Act should function as the 
Zonal Council for the North-Eastern States, in 
addition to its existing functions. 

(Paragraph 9.8.07) 

9.10.11 In the case of the five Zonal Councils, 
a Chief Minister may be elected Chairman annually 
by rotation. In the case of the North Eastern Council, 
the existing arrangements should continue. 

(Paragraph 9.8.11) 



9.10.12(a) The Secretariat of each Zonal Council 
may be located in such State capital of one of the 
States constituting the Zone as may be decided 
upon by the IGC in consultation with those State 
Governments. 

(b) The Secretary of the Zonal Council should be 
in close touch with the Secretary of the IGC for 
purposes of coordination and consultation in respect 
of matters which should come up before the IGC. 

(Paragraph 9.8.10) 

9.10.13 The Zonal Councils should provide the 
first level of discussion of most, if not all, of the re
gional and]inter-State]issues. Every endeavour should 
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be made to sort out as many as possible of these 
issues in the Zonal Councils, thereby reducing the 
burden of the Inter-Governmental Council. The 
Inter-Governmental Council may also refer some of 
the issues directly raised before it to the Zonal Councils. 

(Paragraph 9.8.11) 

9.10.14(a) The same procedure as in the case of 
IGC meetings may, as far as possbile, be adopted for 
Zonal Council meetings. 

(b) The Zonal Council, may meet at least twice 
a year, in the State of which the Chief Minister is the 
Chairman. 

(Paragraphs 9.8.09 & 9.8.11) 
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CHAPTER X 

FINANCIAL RELATIONS 

1. INTRODUCTION 

10.1.01 Mobilisation, sharing and utilisation of 
financial resources play a very crucial role in all 
systems of multi-tier government and can give rise to 
difficult problems of inter-governm:ntal relations 
unless handled in a spirit of mutual understanding and 
accommodation. 

10.1.02 In som: of these systems, the national and 
lower tiers of government have concurrent powers in 
regard to certain taxes, borrowings and outlays. 
This concurrency of jurisdiction often results in serious 
economic and administrative problems which have 
to be sorted out through difficult negotiations, corn
pacts or resort to courts. 

10.1.03 In other bifurcated systems, there is clear
cut division of the powers of taxation and borrowings 
between the national and lower levels of government 
which by its very nature, can rarely match their re
sourds and needs. It requires a mechanism for 
adjusting the surpluses and deficits, and reducing 
unavoidable vertical or horizontal imbalances of 
different constituent units, through resource trans
fers. 

10.1.04 India falls in the latter category. The 
Constitution allots separate legislative heads of taxa
tion to the Union and the States. There are no taxes 
in the sphere of their concurrent. jurisdiction. Bor
rowing and foreign exchange entitlements are con
trolled by the Union. 

10.1.05 The Constitution envisages an insti~u~ion 
of a quasi-judicial character, the Fii~a.nce Commt~ston, 
which is set up periodtcally, for .a~~ISlng the Pr~stdent, 
among other things, on the dtvtswn of cert~m tax
revenues raised by the Umon, between the Uru~n and 
the States. The recommendati~ns of the Fmance 
Commission are based on certam norms evolved by 
it in respect of growth rates of taxes,_ levels of ~xpen
diture, returns on investment, etc. . Smce the Fmance 
Commission is constituted only penodtc~lly,. ,the _as
sumptions made by it remain broadly stattc dunng 
the period covered. 

10 1 06 There is a second institution, the Plann!ng 
Co~ission, set up by an executive o~der of the Umon 
Government, which advises the Umon Government 

d'ng the desirable transfer of resources to the 
~~~~s 1over and above those recomii1ended by the Fina
nce Commission. Its recomme~datwns cover, among 
other things, feasible changes ~n tax rates and eff~~ 
b both quantum and allocatiOn of borrowmgs .e 

Y h' U . nd the States Since the Planmng 
ween t e mon a · · dations 
Commission is a conti~uing body,_ tts rec~~~~ke intc 
are based on 'dynawc' assumptiOns w . tc t cture 
account the changes in the economtc s ru . 
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10.1.07 Bulk of the transfer of revenue and capital 
resources from the Union to the States is determined 
largely on the advice of these twa Commissions. 
During the Sixth Fiv~-Year Plan (1930-85), about 
41 per cent of total resources transferred from the 
Union to the States was done on the advice of the 
Finance Commission and onr 43 per cent was done 
on the advice of the Planning Commission. 

I 0.1.08 Apart from the above, the Union Govern
ment also m3kes certain other transfers to the States. 
These comprised 15 to 16 per cent of the total resour
ces transferred from the Union to the States during the 
Sixth Plan p:rio:i. Of the total revenue and capital 
resources raised by the Union and the States, the 
share of the two was roughly equal after these trans
fers. 

10.1.0~ A nurnb~r of issues have been raised before 
us, some of which belong appropriately to the domain 
of the Finane! Commission. It has to be recognised 
that, given our terms of reference, we have to examine 
basically the Constitutional arrangements between 
the Union and the States and their working. In the 
realm of financial relations, therefore, it is not expec
ted of us to determine to what extent the sh tring of 
revenues should be altered and in what manner the 
inter se allocations among the States made. 

10.1.10 This Chapter has been divided into ten Sec
tions, including the Introduction (Section I). Sec
tion 2 of this Chapter gives a broad account of the 
historical evolution of Union-State fi 11nci tl r"lations 
and an outline of Union-State financial arrange
ments provided in the Constitution. Section 3 
enumerates the various issues and problems raised 
in the Union-State financial relations. Section 4 
contains a factual review of the trends in respect of 
growth in revenues and sharing of resources between 
the Union and the States. Section 5 deals with the 
suggestions for enlargement of States' resources by 
transferring more taxation powers to them. Section 
6 deals with the issues in the enlargement of the shar~
able or divisible pool. In Section 7, the complaints 
regarding the pattern of devolution have been con
sidered. Section 8 examines the various issues rela
ting to the working of the Finance Commission me
chanism. Sections 9 and 10 are devoted to the exa
mination of the remaining issues, e.g., allegations 
regarding Union Government's decisions adversely 
affecting States' finances, indebtedness of States, 
overdrafts, sharing of capital resources and some 
operational irritants. 

2. HISTORICAL BACKGROUND 

10.2.01 A highly centralised system came into 
being with the take-over by the British Crown from 
the East India Company in 1858. The Governor
General-in-Council retained complete control over 



Prov~nc~al resources as well as expenditure. The 
Provmc~al Governments remained entirely depen
dent on annual allotments by the Central Govern
ment for the maintenance of their administration. 
It was S<;Jon realised that decentralisation was neces
sary for governing a country of sub-continental dimen· 
Sions li_ke India and the first step in this direction was 
taken .m 1870. The fiscal history of the next sixty 
years IS very largely a process of gradual devolution 
of powers to the Provinces from the Central Govern
ment.; 

::_Montagu-Cbelmsford Reforms 

10.2.02 The Montagu-Chelmsford Report,J · whicr 
led to the passing of the Government of India Act, 
1919, recognised the necessity of separating the re
sources of the Central and Provincial Governments 
to support Provincial enfranchi~ement. Under the 
Devolution Rules framed under the Act, customs, 
non-alcoholic excises including salt, general stam~ 
duties, income tax and receipts from railways and 
posts and telegraphs, were assigned to the Govern
ment of India. land revenue, irrigation charges, 
alcoholic excises, forest receipts, court fees, stamp 
duties, registratiOn fee and certain minor sources 
of revenue were allotted to the Province~ .. 

10.2.03 Even then; thi~i devolution of resources 
was criticised on the ground' that the resources assigned 
to the Provinces did not have adequate growth poten
tial and were insufficient for their rapidly increasing 
needs, whe~eas the C:entral revenues were capable 
of substantial expansiOn although its needs were 
rela~vely stationary. The working of the financial 
relatiOns was, therefore, reviewed by a number of 
expert committees, particularly in early 1930's The 
provisions incorporated in the Government of India 
Act, 1935 were based on these expert studies. 

The Government of India Act, 1935 

10.2.04 The Government of India Act, 1935 consll
tutes the next land-mark. It divided the revenue 
sources into three: categories ·' 

(i) Exclusive!) Federal. 

(ii) Exclusively Provincial. 

(iii) (a) Taxes ~levied by the Federal Government 
but shared with the Provinces or assigned t~ 
them. 

(h) Taxes levied by the Federal Government 
but collected and retained by the Provinces. 

The scheme also envisaged grants-in-aid from the 
Centre to the Provinces in need of assistance as appro
ved by the former. The Government of India Act 
1935 laid foundations for a system of elaborate but 
flexible financial arrangements between the Centre 
and the Provinces. 

Basic Maxims 

10.2.05 The long history of evolution of public 
finance in India shows very complex factors at work 
!fo_wever, one cle!irly discernible trend is that whil~ 
11 IS wholly possible to _divjde the taxation powers 
and allocate resources, 11 IS extremely difficult to 
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establish a balance between needs and resources. The 
various stages of evolution helped confirm the basic 
maxims (i) that no decentralised government can be 
established without allccating to it wfficient financial 
powers, and (ii) that the Cenl!al Government is the 
appropriate authority to levy a tax where umformity 
of rates was important and locale is not a gUide to 
its true incidence. 

Framing of the Constitutional Provision~ 

10.2.06 The period of Second World War . was 
one of great strain on the Central finances. This was 
followed by the partition of the country. The Consti
tuent Assembly commenced its work against a back
ground of surpluses with the Provinces and financial 
stringency at the Centre. However, it was rcali~ed 
that once developmental activities were resorted to, 
the Provinces would not have adequate resources at 
their!_ disposal. 

10.2.07~ Financial[ Relations , between: !the Union 
and the States were ( _,,;sidered by the Constituent 
Assembly in depth. The Union Powers Committee 
of the Assembly evolved a scheme which followed by 
and large the provisions of the Government of India 
Act, 1935. Fields of taxation were enumerated dis
tinctly and placed in either the Union list or the State 
list. There was to be no concurrent field of taxation. 
Residuary powers of taxation were left with the Uni
on. Recognising that most major sources of tax 
revenues were in the Union list, it recommended 
sharing '?f certain taxes with the States and assignment 
of certam taxes to them. After consideration in a 
joint sitting of the Union Powers Committee and the 
Union Constitution Committee, the scheme was 
incorporated ini the report" of the I Union 'Constitution 
Committee • · · · ' 

l0.2.08!~uring therconsideration:· of this report !in 
this Constituent Assembly, it was suggested that the 
matter. be refer~ed to an Expert Committee on !he 
Fm~ncia] Provisions of the Union Constitution o 
go mt~ the various issues relating to the distribution 
of available resources between the Union and State 
Governments. This Committee (Chairman : Nalini 
RanJ.a~ Sar~ar) was required to examine the existing 
proviSions m the Government of India Act, 1935 
relatmg to taxation and borrowing powers and their 
workmg durmg the preceding 10 years and to make 
recommend<' liens. The Committee c•· me to the 
co~clus10n that 1t was nece.ssary I<; provide adequate 
re .. :mrces to the States which, while not placing too 
r.eat a stram on the Union, would enable them to 
take up useful schemes of welfare and devel opment. 
The Committee recommended that total resources ' 
available _should be distributed in adequate relation to ·~ 
the functiOns of the Union and. the States so that the 
arra_ngements were not only eqUitable and in the gene-
ral ~nterest of the country, but also administrative! 
f~asib]e. The Committee felt that there should be n~ 
VIole~t. departure from the status quo and that while 
providing ~or as much uniformity as possible, the 
w:a~er umts should be helped to maintain certain 
mmimum services. 

C 10.2.~9 A major recommendation of the Expert 
~mmittee was _to_ provide for the appointment of a 

Fmance CommiSSion, an independent expert body 
to recommend allocation of proceeds of sharea bl~ 



taxes between the Union and the States and among 
the States and to consider and make recommendations 
on other matters referred to it. 

I 92.10 The Expert Committee's recommend tion 
in regard to the Finance Commission was accepted, 
in substance, by the Drafting Committee. 

10.2.11 The Drafting Committee's proposals, re
vised in the light of the conclusions arrived at in.the 
Premiers' Conference, were discussed by the Consti
tuent Assembly in October, 1949. 

Constitutional Provisions in outline 

10.2.12 Chapters I and II of Part XII of the Consti
tution contain the . main provisions governing the 
Union-State financial arrangements. Of these, Arti
cles 268 to 270 and 27'2 deal with taxes levied by the 
Union, the proceeds of which are either assignable 
to the States, or compulsorily or optionally sharable 
with the States. Article 275 provides for grants-in
aid of revenues made under a Jaw by Parliament to 
States in need of assistance. Article 282 contains 
a provision for grants .by the 'Union or a State for 
any public purpose. Articles 276 and 285 to 288 
put certain limitations on the taxation powers of the 
States. Article 274 requires prior recommendation of 
the President to Bills affecting taxation in which the 
States are interested. Article 289 exempts the pro
perty and income of the States from Union taxation. 
Article 280 requires the constitUtiOn of a Fmance 
Commission every five years or earlier. Clause (3) 
of this Article sets out the duties of the Finance 
Commission. Article 281 requires the recommenda
tions of the Finance Commission together with an 
explanatory memorandum about the action taken 
thereon to be placed before Parliament. Articles 
292 and 293 define the borrowing powers of the Union 
and the States. 

; 0.2.13 r mancial arrangements under the Cons_ti
tution have two main aspects. One relates to . di~
tribution of taxation heads, and the other to distn
bution of revenues and sharing of resources between 
the Union and the States. Articles 246, 248 and _265, 
read with the Legislative Lists I and I_I, cons_ll_tute 
the core of the first aspect, while the _man~ provisiOnS 
relating to the second aspect are co!ltamed m Chapters 
I and II of Part XII of the ConstitutiOn. 

Distribution of taxation":'powers 

10.2.14 Legislative Lists I and II of the Seventh 
Schedule to the Constitution enumerate the general 
subjects of legislation separately froll_l the heads of 
taxation. The distinction construed m the hght . of 
Articles 246 and 265 implies that no tax can be _levi~d 
unless it is related to a specific hea_d of tax~t1on m 
List I or List II. The Constitut.wn provides . m 
Lists I and II, separate heads of taxatiOn for ~he Umon 
and the States. There is no head of ta~atwn m the 
Concurrent List. This means, the Umon. and the 
States have no concurr~nt pow~r of tax~twn. T;;he 
residuary power of taxatiOn vests m the l!mon. . e:~ 
are thirteen taxation heads coll_lPriSed m E_ntn~s 
to 92B in the Union List and nmeteen taxatwn Items 
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comprised in Entries 45 to 63 of the State Lis.. The 
detailed particulars of these Entries in List "I and List 
II are given in Annexure X. I. 

10.2.15 Allocation of the heads or taxation between 
the Union and the States is based on the broad prin
ciple that taxes which are location-specific and relate 
to subjects of local consumption have been assigned 
to the States. Those taxes which are of inter-State 
significance and where the tax-payer can gain or evade 
tax by shifting his habitat, or where the place of re
sidence is not a correct guide to the true incidence of 
tax, have been vested in the Union. This clear-cut 
division of heads of taxation between the Union and 
the States has minimised the scope for conflict and 
litigation between them. 

Distribution of Revenues 

10.2.16 The taxation powers allocated to the Union 
and the States are mutually exclusive. But the scheme 
of accrual of revenues envisages total assignment to the 
States of the net proceeds of specified taxes and sharing 
of some others by them. This scheme contemplates : 

(a) Certain stamp duties and duties of excise on 
medicinal and toilet preparations mentioned 
in the Union List are to be levied by the Union 
but collected by the States and the proceeds 
shall not form part of the Consolidated Fund 
of India but assigned to the States in which 
collected. (Article 268). 

(b) Taxes mentioned in Article 269(1)1 shall be 
levied and collected by the Union but assigned 
to the States, within which they ar~ levied, as 
laid down in Article 269(2). 

(c) Taxes levied and collected by the Union but 
shared with the States, viz., tax on non-agri
cultural income. (Article 270).1 ~ 

(d) Taxes which are levied and collected by the 
Union but may be shared with the States, if 
Parliament by law so provides, viz., Union 
Excise Duties.• (Article 272). 

(e) Taxes in the Union List levied, collected and re
tained by the Union subject to the exceptions 
mentioned above. 

(f) Taxes in the State List, levied, collected and 
retained by the States. 

I. (a) duties in respect of succession to property other than 
agricultural land; (b) estate duty in respect of property other 
than agricultural land; (c) terminal taxes on goods or pa'iscngers 
carried by railway, sea or air; (d) taxes on railway fares and fre
ights; (e) taxes other than stamp duties on transactions in stock 
exchanges and futures markets; (f) ta ~es on the sale or purchase 
of goods other than newsp3pers where such sale or purchase 
takes place in the course of inter-State trade nr commerce; (g) 
taxes on the consignment of goods (whether the-consignment is 
to the person making it or to any other person), where such 
consignment takes place in the course of inter-State trade or 
commerce. 

2. Taxes mentioned in Articles 269 and 270 do not form 
part of the Consolidated Fund of India, but a surcharge levied 
on these taxes under Article 271, does so. 

3. The proceeds of: hese duties form part of the Consolidated 
Fund of India. Article 266(3) mandates that no money out of 
this Fund shall be appropriated except in accordance with law. 
consistently with this principle. the sharing of these duties has 
wn made dependent upon Parliamentary legislation. 



Grants 

10.2.17 The Constitution provides for payment by 
the Union of such sums as Parliament may by law 
provide each year as grants-in-aid of the revenues of 
such States as Parliament may determine to be in 
need of assistance. Besides, the Union Government 
is required to give grants-in-aid to the States for the 
welfare of the Scheduled Tribes and for raising the 
level of administration in the Scheduled Areas and 
separately for Assam.! (Article 275). 

10.2.18 Apart from the above provisions, under the 
heading 'Miscellaneous Financial Provisions' Arti
cle 282 provides that the Union or a State may make 
any grants for any public purpose notwithstanding that 
it is not one with respect to which Parliament or a 
State'Legislature may make Jaws. Thus, a distinction 
has been made in the Constitution between grants 
under Article 275 and those under Article 282. The 
former (except those covered by the proviso to Article 
275) are made in accordance with the recommenda
tions of the Finance Commission. However, under 
Article 282 the Union as well as the States may make 
grants for any public purpose. The use of the word 
'may' in this article has been taken to signify the dis
cretionary nature of these grants. 

Finance Commission 

10.2.19 Article 280 provides for the constitution 
of Finance Commission by the President. The role 
and functioning of this Commission, which is a key 
institution, is discussed at length in Section 8. A 
duty has been cast on the President to cause every 
recommendation made by the Finance Commission 
together with an explanatory memorandum as to the 
action taken thereon to be laid before each House of 
Parliament. 

Borrowing Powers 

10.2.20 Tile execuuve power of the Union extends 
to borrowing upon the security of the Consolidated 
Fund of India within such limits, if any, as may from 
time to time be fixed by Parliament by Jaw and to the 
giving of guarantees within such ·limits, if any, as 
may be so fixed. Similarly, the executive power of 
a State extends to borrowing upon the security of the 
Consolidated Fund of the State within such limits, if 
any, as may from time to time be so fixed. However, 
the executive power of the States extends to borrow
ing within the territory of India only. Further, the 
Government of India may, subject to such conditions 
as may be laid down by or under any Jaw made by 
Parliament, make loans to any State or, so long as 
any limits fixed under Article 292 are not exceeded, 
Jtive guarantees in respect of loans raised by any 
State, and any sums required for the purpose of making 
such loans shall be charged on the Consolidated Fund 
of India. But a State may not without the consent of 
the Government of India raise any Joan if there is 
still outstanding any part of a loan which has been 
made to the State by the Government of India or by 
its predecessor Government, or in respect of which a 
guarantee has been given by the Government of India 
or by its predecessor Government. A consent under 
Article 293(4) may be granted by the Government of 
India subject to such conditions, if any, as the Go
vernment of India may think fit to impose. 
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10.2.21 Flexibility and objectivity in revenue-sharing 
between the Union and the States are Important 
features of the Constitutional scheme. Sources !lf 
revenue with the Union are not entirely meant for ItS 
exclusive use but are to l:e shared with the States, 
mandatorily in the case of Income Tax other than on 
agricultural income, and optJonally •. w1th th.e appro_val 
of Parliament, in the case of Umon Exc1se Dunes. 
Proceeds of duties and taxes levied by the Umon 
under Articles 268 and 269 are v. holly assignable to 
the States. 

10.2.22 In all the federation~ of the v.orld,~ tt.e 
revenues of the federal governments have grown 
enormously during the past half a century. Concur
rent taxation powers, as in the case of United States 
of America, had Jed to much litigation and difficulties 
which are inherent in any overlapping tax system. 
Similarly, as in Australia and Canada, negotiations and 
agreements played an important role in determining 
the shares in the proceeds of taxes. Even in West 
Germany, the evolution of tax sharing arrangements 
took many years after the in trod t ction of the Basic 
L<w. Yet, when political expediency holds sway 
conventions have the uncanny habit of going under
ground. 

10.2.23 In our country, the determination of shares 
of the States in the aforesaid taxes and duties and 
their inter se allocation as also of grants-in-aid of 
revenues, follows the recommendati( ns of the Finance 
Commission. Unlike the Commonwealth Grants 
Commission of Australia, the Indian Finance Com
mission is a Costitutional body and the objectivity 
in its role bas been facilitated by keeping it outside the 
Union executive. Compared with its Australian 
counterpart, the Indian Finance Commission has a 
greater scope inasmuch as it recommends sharing of 
tax . proceeds also, besides the grants-in-aid, and 
adv1ses on other matters referred to it in the interests 
of sound finance. The absence of clear Constitutional 
provisions for r~venue sharing created many problems 
m other federatiOns and they had to evolve a variety 
of arrangmements to overcome them. For example, 
in Canada, tax-rental arrangements were resorted to 
In Australia, the Australian Commonwealth Grant~ 
Commission was set up to consider allocation of grants 
a~ong t~e claimant States. Specific-purpose grants, 
With stnct enforcement conditions came into exis-
tence in countries like U.S.A. ' 

3."THE COMPLAINTS AND ISSUES 

Needs and Resources 

10.3.01. ~n the e~idence of the State Governments, 
some poh!Jcal paJ_·IJes and several experts before us a 
common thread 1s seen, vi7., the resources allocated 
to the Sta!es are not adequate to enable them to d' _ 
charge the1r responsibilities. The State Governmen~: 
as well as some all-India political parties have cleim: 
~d th~t not only the States' resources are relative! , 
melashc. but also that their tax-base is narrow ,.. de 
the vanous taxes levied by them, Sales Tax ~lone 
and: !O a les~er. extent, the State Excise Duties, have 
exhibited a SJgmficant degree of elasticity. However 
so;re of t~e other resources like Land Revenue hav~ 
~o ay }ost Importance. The yield from Land Revenue 
mcludmg cesses, etc. for all States in 1951-52 was 



about Rs. 49 crores comprising 21.3 per cent of their 
own tax revenue and in 1984-85 it was about Rs. 
318 crores constituting only 2 ·6 per cent o( their 
own tax revenue. • • 

10.3.02 The States have pointed out that the Consti
tution has assigned to them the responsibility for 
building up vital social and industrial infrastructure, 
which is an essential pre-requisite for rapid socio
economic development. They are responsible for 
rural development, education, medical and public 
health facilities, welfare of Scheduled Castes and 
Scheduled Tribes, etc. Further, they have to spend 
iarge sums on the development of roads, generation 
and distribution of power, etc. which are essential for 
industrial development. These responsibilities, parti
cularly the creation of social infrastructure, involve 
large investments which do not yield immediate 
or direct returns. The maintenance cost of the social 
and economic infrastructure has also increased by 
leaps and bounds. Apart from the above, the ex
penditure on non-developmental activities like main
tenance of law and order, has also shown large in
creases, particularly in the wake of emergence of 
fissiparous tendencies and divisive forces. Over the 
years, the general administrative costs have risen 
steadily and today they form a large part of the States' 
expenditure. Inflation has made the situation worse. 
Faced with high cost of administration and inflation, 
the States complain of ever-widening gap (often 
referred to as the vertical fiscal gap) between their 
own resources and needs. Some studies in the field 
of federal finance have compared the levels of ex
penditure of the States with their 'own' resources 
and pointed out the existence of significant gaps 
between them. It has been argued that these gaps 
are a measure of the large dependence of the States 
on the Union for resources and indicate a weakness 
in the existing arrangements. 

10.3.03 States argue that 1n order to enable them 
to discharge their responsibilities properly, there is 
need for ensuring correspondence between their 
obligations and resources. It has been suggested that 
for this purpose, more rational system of savings and 
credit allocation should be evolved and the powers 
and scope of various institutions-Finance Commis
sion, Planning Commission and the National Develop
ment Council-Should be suitably redefined. 

10.3.04 It has been pointed out by a State Govern
ment that the heavy dependence of the States on the 
Union for financial resources has resulted in progres
sive erosion of the jurisdiction, authority and initiative 
of the States in their own constitutionally defined 
spheres. Further, it has manifested in a gradual 
decline in the relative share of States' Plan outlay in 
the total, growing outlay of the Union on State sub
jects, proliferation of Centrally Sponsored Schemes 
and Union's tight control over planning in the States. 

I 0.3.05 Some political parties have also emphasised 
that the States' resources should be commensurate 
with their expenditure needs. Indeed, an all-India 
political party has observed : "If States suffer from 
inadequacy of financial resources and powers, the 
autonomy of States faces severe constraints and the 

(4). Government of India, Ministry of Finance-Indian Ero-
nomic Statistics, Vol. II, Public Finance, 1964 and 1986. 
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federal character of the Constitution is also jeopardi
sed". 

10.3.06 On the other hand, the Union Ministry of 
Finance has argued that the Union also is facing a 
widening gap between resources and needs. It has 
also pointed out that its own resources are no more 
elastic than those of the States. Further, defence, 
interest payments and subsidies take away the bulk 
of Union revenues. It has aruged that there is need 
for the States to make greater efforts to increase re
sources within their existing powers before seeking 
more powers or larger Central assistance. It has 
pointed out : "Though agriculture contributes nearly 
40 per cent of the GDP, States have made no attempts 
to tap this source. Another disturbing feature is that 
the power and irrigation projects which are executed 
at enormous costs are not providing, sufficient returns 
to the State Governments." 

10.3.07 An all-India political party has argued 
along the same lines and concluded : " .....• the 
complaint of the States regarding an inadequate and 
inelastic tax-base appears to be unfounded. The 
potential tax base available for the States is quite 
large and relatively more elastic. If effectively 
managed, the tax-base of the States can yield much 
larger revenues and this alone would solve the present 
problems. In a situation of over-all resource constra
int, maximum effort at mobilisation of resources is 
required on all fronts and mere transfer of additional 
resources from the Centre can only be a temporary 
measure at the cost of wider national interests." 

The Basic Schemes 

10.3.08 The criticism of the existing arrangements 
of allocation of resources should be considered in the 
light of the Constitutional scheme and the manner in 
which it has worked over the years. Most of the 
States are of the view that the existing Constitutional 
arrangements are basically sound and no radical 
changes are called for. A few States have, however, 
observed that the existing arrangements have not 
worked well and substantial changes are necessary. 
Some State Governments have pointed out that the 
scheme of the Constitution is marked by a trend to
wards over-centralisation in regard to both policy 
and administration. Further, the States should be 
able to command means of meeting their wants in 
the same way as the Union Government possesses 
the means in respect of its wants. 

10.3.09 We have already noted that the Constitution 
envisages clearly demarcated areas of taxation for the 
Union and the States. These have been enumerated 
in List I and List II of the Seventh Schedule. Gene
rally, the States have stated that there is no need to 
make any changes in the division of the areas of 
taxation envisaged in the Constitution. In fact, 
one State has pointed out that any transfer of taxation 
fields now with the Union to the States would make 
the rich States richer and the poor States poorer. 
The Union Ministry of Finance also holds that the 
"Present system has a sound rational basis and may 
not require any alteration." 

10.3.10 On the other hand, some State Governments 
are of the view that their fiscal powers should be 
enlarged. Some specific suggestions have been made 



to empower the States to levy taxes and duties includ· 
ing those enumerated in Articles 268 and 269 as well 
as to remove some of the restrictions on States' 
taxation powers. It has also been suggested that 
States may be enabled to levy any taxes not men· 
tioned in List I and List II of the Seventh Schedule. 
It has been further suggested that the Union Govern· 
ment should voluntarily withdraw from excise duties 
on certain commodities and give up additional excise 
duties now imposed on certain commodities in lieu 
of Sales Tax. It has also been suggested by a State 
Government that the Union should voluntarily abstain 
from levying Excise Duties on certain commodities 
leaving the State Governments free to levy Additional 
Sales-Tax on these commodities to an equivalent 
extent. Another State Government has suggested 
that the States should be given the powers to levy 
excise duty on medicinal and toilet preparations con
taining alcohol, tax on futures markets, etc. Yet 
another State Government has propsoed that the pro
ceeds of Income Tax and Union Excise Duties 
should be made mandatorily assignable to the States 
in full although, for· the sake of uniformity, they may 
continue to be collected by the Union. 

10.3.11 A State Government has suggested that the 
States may also be permitted to levy Corporation Tax 
on companies whose factories are situated in the 
respective States, which would imply concurrent 
taxation in this field. 

Issues in operation of the Scheme-Corporation tax 

10.3.12 State Governments have criticised the policy 
of the Union Government to keep out of the divisible 
pool certain resources which, according to them, 
should have been shared with them. An important 
instance of this, the States allege, is the exclusion of 
Corporation Tax from the divisible pool by an amend
ment of Income Tax Act in 1959. A number of State 
Governments and some political parties have suggested 
that the proceeds of Corporation Tax should be made 
sharable with the States. 

Surcharge on Income Tax 

10.3.13 The States have complained that the long 
continuance of Surcharge on Income Tax (given up 
only in 1985-86) deprived them of considerable re
venue which would have been sharable with the States 
if only Government of India had, instead, adjusted 
the basic rates of Income Tax. Some States, an all
India political party and several others have suggested 
that the proceeds from Surcharge on Income Tax 
should be made sharable with the States. 

Other Basic Excise Duties 

10.3.14 Revenues from Union Excise Duties (Basic 
duties), levied under Article 272, are being shared 
on the recommendations of the Finance Commission. 
It is alleged that the Union Government has levied 
separate excise duties on commodities (e.g., special, 
regulatory and auxiliary excise duties on some com
modities) thus keeping these revenues outside the pur
view of sharing. 

Concessions/Rebates on Income Tax 

10.3.15 Some of the States have alleged that the 
Union Government has not been showing sufficient 

256 

interest in raising revenues from Income Tax, 85 per 
cent of which is now sharable with the States. On 
the other hand, through the Special Bearer Bonds 
Scheme, the Union Government mobilised resources 
for its exclusive use which would have been other· 
wise shared by the States, if better compliance of 
Income Tax Act had been enforced. 

Administered Prices 

10.3.16 Many States have complained against the 
increases in administered prices, e.g., of petroleum 
and coal, unilaterally made by the Union instead of 
increasing excise duties, which would have been shara
ble with them. 

Curbs on States' Sales Tax 

10.3.17 Several State Governments have drawn 
attention to the changes introduced by the Consti
tution (Sixth Amendment) Act, 1956 in Articles 269 
and 286 and by the enactment of the Central Sales Tax 
Act, 1956. They allege that these amendments have 
adversely affected the yield from States' Sales Tax 
which is the most important source of revenue to them. 
The modified Article 269 read with the new Entry 92A, 
empowers Parliament to levy tax on sale or pur
chase of goods in the course of inter-State trade but 
makes its proceeds assignable to the States. Article 
286 as modified by the Sixth and Forty-Sixth Amend· 
ment Acts takes away the power of the States to levy 
tax on essential goods by authorising Parliament to 
impose restrictions by law on the States to impose 
tax on sale or purchase of goods declared by Parlia
ment to be of special importance in inter-State trade 
and commerce. 

10.3.18 One political party has asked for deletion 
of Entries 92A and 92B from List I and their transfer 
to the State List. It has also suggested modification 
of clauses (3)(a) and (b) of Article 286 and removal 
of limitations imposed on the power of the States 
to levy tax on the sale or purchase of goods imposed 
under Article 286 read with Article 269 and Entry 
92A of List I. 

Property Taxation 

. 1~.3.19 Some of. t~e States have pointed out that 
m VIew of the provisions of Article 285(2) read along 
with Section 154 of the Government of India Act 
1935, the municipal bodies in the States cannot Iery 
tax on properties of the Union Government which 
came int~ being after 1-4-1937, nor are the States' 
local bodies _allowed to enhance the old rates. Simi
larly, the Railway properties are protected by Section 
1_35 of the Indian. Railways Act, 1890 read with Sec· 
t10n 4 of the. Radwa~s (Local Authorities Taxation) 
Act, 1941, wh1ch permit only such taxation as is allo
wed _by the Government of India. Because of these 
proVISions the local bodies o~ the States are losing 
revenue v:hereas they are reqmred to provide services 
to the Umon Government and Railway establishments. 

Scheme ot Additional Excise Duty 

10.3.20 Some of the States have complained that 
repl~cement of Sales Tax by Additional Duties of 
Exc1se (Goods of Speical Importance) Act 1957 which 
covered sugar, tobacco and textiles, res~lted in Joss 



of revenue to them. Although the yield from the 
Additional Excise Duties is assigned to the States, 
the revenue raised from them is allegedly not as high 
as what could have been realised had the Sales Tax 
on them continued. A few State Governments have 
suggested withdrawal of this scheme to enable the 
States to levy Sales Tax on these commodities. 

Grant in lieu of Railway Passenger Fares Tax 

10.3.21 Most of the State Governments have drawn 
attention to the fact that the grant in lieu of the Tax 
on Railway Passegner Fares, which was abolished 
in 1961, has been far less than what they would have 
realised had the tax measure been continued, owing 
to the growth in revenue from Railway Fares. A few 
States and an all-India political party have demanded 
re-imposition of the tax on the Railway Passenger 
Fares. 

Royalty Rates 

I 0.3.22 Two States which have resources of petro
leum and natural gas, have demanded revision of 
royalty corresponding to the increase in the prices of 
these items. Similar demands have been made in 
respect of minerals by other States. 

Pay/D.A. Revisions 

10.3.23 Union Government's decisions on pay 
revision, terminal benefits, granting instalments of 
dearness allowance, etc., are said to cast a corres- . 
ponding burden on the States. This is cited as an 
instance where actions of the Union result in additional 
expenditure to the States. A few State Governments 
have stated that this additional burden should be 
shared by the Union. 

Articles 268 and 269 

10.3.24 Some States have pointed out that the 
failure of the Union Government to mobilise sufficient 
revenue under Articles 268 and 269 has adversely 
affected their interests. A few States have suggested 
that the powers to levy some taxes and duties included 
in these Articles may be transferred to the States. · 
An all-India political party has suggested that through 
a Constitutional amendment levying of taxes and 
duties included in Article 269 should be made com
pulsory. 

Transfers under Finance Commission vis-a-vis other 
Transfers 

10.3.25 Closely related to the issue of vertical 
imbalances is the alleged inadequacy of the mecha
nisms provided in the Constitution to rectify the same. 
Almost all the State Governments have pointed out 
that resource transfers outside the channel of the Fi
nance Commission, have increased year after year and 
now overshadow the statutory transfers. 

Finance Commission 

10.3.26 Another complaint is that in determining the 
composition of the Finance Commission and laying 
down its terms of reference, the States are not taken 
into confidence. Further, by listing certain consi
derations which the Finance Commission might, 
inter alia, keep in view in recommending grants-in-aid 
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of revenue to the States, the Finance Commission 
has been 'shackled'. 

10.3.27 Some State Governments are of the view 
that the recommendations of the Finance Commission 
sh~uld be implemented in toto. The non-implemen
•atlOn of the final recommendations of the Eighth 
·:nance Commission in full, has added yet another 

dimension to the problems in financial relations 
between the Union and the States. 

10.3.28 Several State Governments have criticised 
the so-called 'gap-filling' approach of the Finance 
Commission in determining the quantum of Central 
transfers. 

Capital Transfers and Market Borrowings 

10.3.29 Several States have pointed out that their 
capital receipts are meagre in relation to their large 
and growing requirements of capital funds for invest
ment in development activities. They are, it is argued, 
very heavily dependent on the discretion of the Union 
for their capital receipts. A suggestion has been 
made by some that the States should have access to 
the capital re>ources "as a matter of right". 

10.3.30 Among the important sources of funds•for 
development are market borrowings and capital trans
fers from the Union. Of the total market borrowings 
of the Union and the States, the share of the States 
has declined over the years. Further, as a proportion 
of the total capital receipts of the Union, loans to 
the States have also gone down. · 

10.3.31 The limitations imposed on the States in 
this regard under Article 293 are also objected to by 
many State Governments as restricting their freedom 
to borrow. I 

Bond Floatation by Central undertakhiogs 

10.3.32 Bond floatation allowed to some of the 
under takings of the Union Government, (e.g., Na
tional Thermal Power Corporation, National Hydro
Electric Power Corporation and Indian Telephone 
Industries) has been cited as placing substantial 
additional resources at the disposal of these under
takings, whereas similar facilities are not available 
to the State Public Sector Entrerprises. 

Small Savings and Special Deposits Scheme 

10.3.33 Several States have pointed out that the 
States' share of two-thirds (since raised to three
fourth from April, 1987) in the additional small 
savings collection should be enhanced and that such 
loans should be treated as 'loans in perpetuity'. A 
specific suggestion made by a State Government is 
that the repayment period and moratorium allowed 
on small savings loans should be doubled. It has 
also been alleged that through the Special Deposits 
Scheme the Union Government has acquired access 
to substantial investible funds of the Provident Fund 
Organisations and has thus reinforced its budgetary 
position at the expense of the States. 

Indebtedness 

10.3.34 Some States have complained that the pre
sent pattern of Union transfers, with preponderance 



of loans, is completely out of line with their pattern 
of expenditure and repayment capacity, and have 
demanded a review. 

Channelling of External Assistance 

10.3.35 Another grievance of the States is that the 
Union Government obtains external assistance on 
concessional terms, but the benefit of the same is 
not correspondingly passed on to the States. 

Overdrafts and Deficit Financing 

10.3.36 Some of the States have argued that per
sistent large overdrafts reflect a fundamental disequi
librium in their finances. Further, more often than 
not, large overdrafts result from situations beyond 
their control, including delays in releasing of Central 
transfers and genuine unforeseen expenditures. They 
point out that while the Union Government has an 
easy and regular access to deficit financing, the over
drafts of the State Governments need not be grudged. 
The significant difference in the rates of interest bet
ween the two is often cited as an instance of discri
mination. 

Natural Calamities 

10.3.37 There are complaints of delay, inadequacy 
and even discrimination in providing relief for major 
calamities which need to be dealt with as a matter of 
national concern. 

Union Expenditure on States' Subjects 

I 0.3.38 It bas been pointed out by some of the States 
that the Union Government incurs substantial ex
penditure on several subjects,[belonging to the sphere 
of the States (e.g., agriculture, rural development, 
cooperation, health and irrigation) through the Central
ly Sponsored Schemes and by maintanining large 
establishments. These have, on the one band, alle
gedly deprived the States of substantial transferable 
revenues and, on the other, distorted their priorities 
by requiring them to find matching funds for the sche
mes sponsored by the Union Government. 

Expenditure Control 

10.3.39 Most of the State Governments feel that 
the functioning of the existing institutions-Comptro
Uer and Auditor General and the Public Accounts 
Committees of the Parliament and State Legislatures
should be strengthend for improving expenditure 
control. A State Government has, however, com
plained that the present centralisation of audit results 
in procedural delays. It is pointed out that accounts 
are finalised with gaps of three to four years. In this 
connection, it bas drawn attention to Section 167 of 
the Government of India Act, I 935 which empowered 
a Provincial Legislature to create the office of an 
Auditor-General. Another State Government bas 
stated that considering the desirability of evaluation 
audit, it should be entrusted to an agency constituted 
by the State Government itself. · 
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Expenditure Commission 

10.3.40 Many States have emphasised that there is 
need for a through examination of the Union Govern
ment's expenditure since this has implications for 
resources available for transfer to the States. Some 
have suggested that this should be done by an Ex
penditure Commission as the existing mechanisms 
are inadequate for this purpose. 

Institutional Finance 

10.3.41 Union Governments' exclusive control over 
the policies and resources of the Banks and the Public 
Sector financial institutions is also one of the irritants 
in Union-State financial relations, although these are 
Union subjects. The fact that more than half of the 
loans from the "public sector financial institutions 
have gone only to two States, bas been adversely 
commented upon. In this connection, some sugges
tions have been made for setting up a National Credit 
Council having representatives of the State Govern
ment on its panel. 

Financial Indiscipline 

10.3.42 The Union Government has, on the other 
hand, drawn attention to the considerable increase in 
transfer of resources to the States over the years, 
particularly during the last three Plan periods. The 
demand of the States for financial assistance to deal 
with natural calamities bas expanded 3 to 4 times in 
recent years, showing inadequate financial control 
and discipline. 

10.3.43 The issues in Union-State financial relations 
revolve round the States' case for having access to 
more resources in a situation of overall resource 
shortage. Interlinked are the problems regarding the 
patterns and modes of Central transfers, relative 
revenue •mobilisation efforts, prudence in incurring 
expenditure, sharing of the community's savings, 
deficit financing, etc. There is a demand for greater 
objectivity and automaticity in resource transfers 
and allocations. 

4. FACTUAL REVIEW 

10.4.01 We have in the preceding Section noted the 
criticism and the main issues. In order to ·examine 
them, it is necessary to look into the broad trends in 
respect of the major areas of resource mobilisation 
and transfers. This has been attempted in this Section. 

Growth in Resources 

I 0.4.02 The basic data in regard to growth of 
revenues of the Union and the States and trends in 
actual sharing or resources by them is set out in 
Annexure X.2. The trend rates of growtb6 in revenues 

'· Obtained by fitting the function, y=a.b' where, 
y-revenue; a constant; b=J+(r/100); !=time; and 
r -growth rate. 



of .the Union and State Governments covering the 
penod 1951-52 to 1984-85 are given in the following 
table : 

Annuql percen~age trend rates of growth in the combined resources 
of th~ Umon and the States, 1951·52 to 1984-85 

Item Revenue Capital Total 
Account Account 

I. Resources : 
Combined 13·43 11·49 12·80 
Union 

(i) Before transfers to the 
States 13 ·76 II ·51 . 12 ·89 

(ii) After transfers to the 
States 13·05 12·03 12·58 

States 
(i) 'Own' revenues . 12·86 11 ·76 12·67 

(ii) Total revenues 
(including transfe;.) 

13·74 10·77 13·04 

II. Transfers to States • 15·60 10·30 13·67 

10.4.03 During the 34 years, 1951-52 to 1984-85 
the resources of the Union and State Government~ 
registered a very significant increase. It is seen from 
tbe above table that the resources of the States are 
not less elastic than those of the Union. 

10.4.04 The Union Government has been raising 
bulk of the financial resources. Of the combined 
aggregate resources during the period 1951-85, Union 
Government raised 71.5 per cent and States 28.5 per 
cent resources. Before transfers, during the First 
Plan period, tbe resources raised by the Union were 
Rs. 4,495 crores. They increased to Rs. 1,74,756 
crores in the Sixth Plan period. Correspondingly, 
tbe aggregate resources of the States, before transfers 
from the Union, were Rs. 2,241 crores in the First 
Five Year-Plan period and they increased toRs. 69,640 
crores during tbe Sixth Plan period. The resources 
raised by the States as a percentage of the combined 
resources has shown a decline from 33 · 3 per cent in 
the First Plan period to 28 ·5 per cent in the Sixth 
Plan period (Annexure X.2). 

10.4.05 Yields from individual taxes of both the 
Union and the States, have shown large variations in 
growth during the period 1951-85. Their relative 
importance in some cases has also changed signi
ficantly as would be evident from the following table : 

1951-52 1984-85 

Rs. in Percen- Rs. in Percen-
Crores tago Crores tage 

share in share in 
total tax total tax 
revenue revenue 

of of 
Union/ Union/ 
States States 

I 2 3 4 5 

I. Union Taxes: 
I. Income tax• 145·99 28·5 1,927 ·66 8·2 

2. Corporation Tax • 41·41 8 ·1 2,555 ·90 10·9 

3. Union Excise 
Duties• 85·78 16 ·7 11,150 ·84 47·5 

4. Customs Duty 231·69 45·2 7,040 ·52 30·0 

AU Unioa Taxes Sll·65 too.o 23,470·59 100.00 
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I 2 3 4 5 
II. Stat~ Taxes : 

1. Land Revenue, etc. 48 ·87 21·3 318 ·41 2·6 
2. Sales Taxes • 59·04 25·8 7,028 ·94 56·9 
3. State Excise Duties so ·14 21 ·9 1,857 ·36 15·0 
4. Motor Vehicles' 

Tax. 9·89 4·3 704·55 5·7 
S. Entertainment Tax 8·94 3 ·9 360·07 2·9 

All States' Taxes 229·05 100·0 Il,342 ·81 100·0 

• Before transfer of States • share, 
SoURCE : Ministry of Finance : Indian Economic Statistics

Public Fina11c~. 1959 and 1986. 

I 0:4.06 It is pertinent to note that at the time of 
frammg of the Constitution, when Income Tax was 
made compulsorily sharable, it was, apart from 
Customs Duty, the most important source of revenue 
to the Union. Its share in the aggregate tax revenue 
of Government oflndia stood at 28 ·5 per cent in 1951-
52 ~ut has come down to 8 ·2 per cent in 1984-85. 
Exctse and Customs Duties, having 47 ·5 per cent 
share and 30 per cent share respectively in 1984-85 
are now the most important taxes of the Union. ' 

I 0.4.07 The structure of tax receipts of the States 
has. also undergone significant changes during this 
penod. Land Revenue (21 · 3 per cent share in 1951-
52 in States' own tax revenues) has now become insi
gn.ificant (2 ·6 per cent share) as compared to the re
ceipts from Sales Tax and State Excise Duties (56 ·9 
per cent and 15 ·0 perZcent shares, respectively).J> 

10.4.08 State taxes have shown widely different 
growth rates. SoD_Ie, like land Revenue, have hardly 
grown. But the Important taxes like Sales Tax 
State Excise Duties and Entertainment Tax hav~ 
shown considerable buoyancy. The growth ~ate in 
States' own tax revenue has been significant and 
indeed, somewhat higher than that of the Union: 
This discounts the general impression that the sources 
of revenue allotted to them are less elastic compared 
to those of the Union. This is also in conformity 
with the findings of some studies which have obser
ve.d that the States' resources have grown in tandem 
wtth those of the Union. • This is evident from 
the following table giving compound annual growth 
rates in all-tax revenues and in those of selected taxes 
of the Union and the States, before any transfers from 
the Union to the States, for the period 1974-75 to 
1984-85 : 

Union Taxes 

All Taxes 
Income Tax 
Corporation Tax 
Customs Duty . 
Union Excise Duties 

Percen-
tage 
compo-
und 
annual 
growth 
rate, 
1974-75 
to 

1984-85 

14·0 
8·2 

13·7 
18 ·1 
13·2 

StateS' Taxes Percen-
tage 
comp-
ound 
annual 
growth 
rate, 
1974-75 
to 
1984-85 

All Taxes 15·5 
Land Revenue, etc. 7·9 
Sales Taxes . 16·6 
Motor Vehicles Tax 14·8 
State Excise Duties 16 ·8 
Entertainment Tax . 12 ·2 

•. See, for example, Wallich, Christine-State FinanuJ in 
India, Vol. 1-Revenu~ Sharing, World Bank Staff Working 
Papers, No. 523 (1982), p.22, Econometric studies by the 
National Institute of Public Finance and Policy and others have 
also estimated high elasticity and buoyancy in State Taxes. 



10.4.09 It is noteworthy that a State Government 
has also highlighted the fact that the States' aggregate 
tax revenue is fairly elastic to prices and incomes. 
According to it any disadvantage that the States 
might have, relatively to the Union, in this respect, 
IS of only minor and not crucial significance. 

Transfers from the Union and their Growth 

I 0.4.1 0 An analysis of data relating to resource 
transfers to the States from the Union reveals certain 
interesting facts. On revenue account, prior to trans
fers to States, the Union Government's share has 
been stable around two-thirds of the combined re
venue resources of the Union and the States. On 
capital account, its share was 85 ·4 per cent during the 
period 1951-85 and that of States 'own' resources 
14 ·6 per cent7 (Annexure X.2). 

10.4.11 Transfer of total resources during the period 
1951-85 from the Union to the States has been sub
stantial, being 22 ·6 per cent of the combined aggre
gate resources. As a percentage of the total resources 
raised by the Union, the transfers to the States accoun
ted for 31 ·6 per cent. As a result of these transfers 
the resources of the States became a little over half 
of the combined resources of the Union and the States. 
Transfers to the States during the period 1951-85 
have increased from Rs. 1,307 crores during the First 
Plan period (1951-56) to Rs. 56,031 crores during 
Sixth Plan period (1980-85) showing an annual trend 
growth rate of 13 ·67 per cent. This brings out the 
significant role of the resource transfers to the States 
(Annexure X.2). 

Revenue and Capital Transfers 

10.4.12 Further break-up of the transfers in terms 
of revenue and capital shows that on revenue account, 
the transfers to the States have been approximately 
three-fourths of the total transfers (Annexure X.2). 
In the initial years (1951-56) the transfers on revenue 
account were about 46 per cent. Thus, the revenue 
account transfers have not only shown volume 
growth but also as a percentage of the total transfers 
they have risen steadily from 46 per cent to 73 per 
cent. The trend growth rate of transfers on revenue 
account works out to 15 ·60 per cent per annuni 
(Annexure X.3). 

States' Share in Combined 'Resources or the Union 
and the States 

10.4.13 After taking into account the transfer of 
resources from the Union to the States, the percentage 
share of the States in combined aggregate resources 

'. This is on the basi! of net sharing of resources, i.e., as 
they are actually available for financing respective expenditures. 
However, if the amounts of repayment by the States on Central 
loans are added back to them, as has been done by some 
studies, their share will be a little over one-fifth. 
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bas remained around 50 per cent. Their shares since 
the First Five Year Plan in the combined aggregate 
resources and separately on revenue and capital 
accounts, have been as under : 

(Percentages) 

Revenue Capital Total 

1951-56 54·0 50·0 52·7 
1956-61 57·3 31 ·2 46·3 
1961-66 49·3 38·8 45·7 
1966-69 54·2 37 ·I 48 ·7 
1969-74 56 ·I 46·2 53 ·8 
1974-78 54·0 35·9 50·0 
1978-80 58 ·2 41·2 53 ·9 
1980-85 59·3 32·7 51·4 

1951-85 57·2 35·9 51·2 

This is in so far as the direct sharing of resources 
is concerned. In addition, the Union Government 
incurs considerable expenditure through subsidies, 
Central plan investment and on other items which 
benefit the States and indirectly reduce pressure on 
their expenditure. 

Pattern or Transfers 

10.4.14 It will also be pertinent to consider the pat
tern of transfers. Resources are transferred partly 
on the recommendations of the Finance Commission, 
partly through the Planning Commission and also 
directly from the various Ministries of the Union 
Government. We have considered in detail the pat
tern of devolution in Section 7 and the salient features 
are noted below. 

10.4.15 The transfers on account of the Finance 
Commission have gone up from 31·2 per cent in the 
First Five-Year Plan period to 41· 3 per cent in the 
Sixth Plan period (Annexure X.4). Transfers on the 
r.:commendations of the Planning Commission show 
considerable fluctuations during this period. During 
the last two Five-Year Plan periods, they were around 
42 to 43 per cent. These transfers include those on 
account of Central and Centrally Sponsored Schemes. 
These were only 2 · 8 per cent during the period 1966-
69 (i.e., after the Third Plan) and have gone up to 
over II per cent in the Sixth Plan Period. During 
the last two plans, 'other transfers' were 15· 0 and 
15· 3 per cent respectively. 'CI 

10.4.16 Another interesting aspect of these trans
fers is seen in the split between Revenue and Capital 
components. Transfers through the Finance Com
mission have been almost wholly on revenue account. 
Out of these revenue transfers, 85 • I per cent were 
by way of tax-sharing and the remaining 14·9 per 
cent were in the nature of grants or sharing of other 
resources for the period 1952-84 (see Annexure X.5). 
On the other hand Plan transfers carry a large loan 
component. 

Trends in Unioc Finances 

10.4.17 Looking at the pattern of non-plan expen
diture of the Union, it is seen that a large part of it is 
on defence, interest payments and subsidies. These 



three items which constituted 65 ·I per cent ot the total 
non-plan e)\penditure in 1970-71 have risen steadily 
to 73 ·3 per cent in 1987-88 (B. E.). 

10.4.18 Since· 1979-80 the Budgets of the Union 
Government have persistently shown deficits on the 
revenue account. The Balance from Current Reve
nues became negative for the first time in 1985-86. 
We have dealt with these matters in greater detail 
in Section 7 subsequently. 

Need for improving resonrce mobilisation and manage
ment 

10.4.~9 There is still considerable scope for both 
the_ Umon and the States to step up revenue mobili
sation .. The Long Term Fiscal Policy document of 
the Umon Government clearly recognises the need to 
increase the Balance from Current Revenues so as to 
reduce the dependence on substantial internal bor
rowing for financing the Plan. Internal borrowings 
have of late gone up sharply, resulting in large interest 
payments. Further, as. many as 90 non-departmental 
undertakmgs of the Umon Government incurred a loss 
of Rs. 1,656· ~4 crores in 1985-86.8 The funding of 
the Seventh Ftve-Year (Central Sector) Plan crucially 
depends on_ the ge';leration of sufficient surpluses 
by the Umon Public Sector Undertakings. 

10.4.20 Similarly, over the years most of the States 
have given exemptions on Land Revenue, etc., whereas 
the gross value and volume of agricultural production 
have increased manifold during this period. Only a 
few States are at present levying Agricultural Income 
Tax. and that too, to an . insignificant extent (total 
recetpts Rs. 91· 33 crores m 1984-85). Wide State
wise variation in the effective rates of taxation in rela
tion to the relevant bases is also indicative of the consi
derable potential yet to be tapped for revenue mobilisa
tion .. • . Agricultural income taxation is not easy to 
adinimster and not amenable to easy solution in res
pect of its assessment and collection. Further 
large commercial losses are reported to have bee~ 
incurred by States' public sector enterprises--State 
Electricity Boards (Rs. 1,123 crores in 1984-85), State 
Road Transport Corporations (Rs. 150-200 crores 
in each year of the Sixth Plan period) and commercial 
irrigation systems (Rs. 592 crores in 1984-85).10 With 
these losses in the Centre and in the States, the regimen 
laid down by the Finance Commission for the Public 
Sector has been frequently voilated and the hopes 
expressed by the Planning Commission in the Five
Year Plan have been belied, notwithstanding the appro
val of the National Development Council. It 
has been observed by one State Government that 
"policies and measures to improve the financial per
formance of States' departmental and non-depart
mental undertakings must be an important element 
of the required many-sided efforts towards establish
ing more even financial balance between the Centre 
and the States. The resulting improvement in the 
return on investment and enterprise secured by the 

(8) Government of India, Bureau of Public Enterprises-
Public Enterprises Survey, 1985·86, p. 10. 

(9) Please refer to Chelliab, Raja J. and Sinha, Narain
State Finances in India, Vol. 3-The Measurement of Tax 
Effort of State Governments, 1973·76, World Bank Staff 
Working Papers, No. 523, (1982). 

(10) Government of India, Ministry of Finance-Economic 
Survey, 1985-86, p. 75. 
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States would make a _si1cable contribution to reducing 
the gap between thetr revenue expenditure and own 
tax and non-tax revenues". We are in full agreement 
with this observation. 

10.4.21 One State Government has complained 
that tt.e Union-State financial relations "grievously 
violate the basic principle of federal finance that each 
level o~ govern~ent must be substantially, if not wholly, 
self-reliant wtth regard to financial resources 
required for the due discharge of its responsibilities". 
On an analysis and comparison of the aggregate 
figures of expenditure and the revenues of all the States 
relating to the financial years 1983-84 1984-85 and 
1985-86, it maintains that the States' dependence on 
resource transfers fro!" the Union for financing their 
revenue expenditure ts now ·close to 40°;. and for 
financing their capital expenditure is mu~'h greater 
than this percentage. 

10.4.22 On the basis of a study of the growth in 
the respective revenues of the Union and the States 
ove_r the period 1975-76 to 1985-86, it holds that the 
tndtrect taxes of the States in comparison with those 
of the Umon, are equally, if not more elastic to 
prices ~nd income. It rejects the oft-trott~d argu~ent 
that thts dependence of the States on the Union for 
financing their revenue expenditure, is due to the 
overall inelasticity of the States' own taxes. After 
further discussion, it propounds the thesis that the 
"crucial fac~or f?r States' financial dependence on 
the Centre IS theu very narrow tax base in relation 
to their revenue expenditure as well as the Centre's 
tax base". This State Government has also noted 
'that the States' non-tax revenue contributed by their 
departmental and non-departmental undertakings has 
deteriorated over the years'. 

10.4.23 The alllerence between States' own reve
nues and their revenue expenditures over a period of 
years, is not an infallible measure of the extent of 
their dependence on the resource transfers from the 
Union. The main snag is that the quantum of the 
revenue expenditure of a State carries a substantial 
component relatable to revenue received by transfer 
from the Union. This component is a variable factor 
which has an incremental effect on the level of the 
States' revenue expenditure. The alleged 'narrow 
tax-base of the States', therefore, cannot be related 
quantitatively to the level of their revenue expenditure 
as the latter itself depends upon their to tal revenue 
resources including revenue transfers from the Union. 
Nor can it be appropriately related to the Union. 
Governments' tax-base as the Union expenditure 
obligations as well as transfer of revenues to the States, 
are on a different footing. For analysing the issues 
in question, it will be pertinent to distinguish between 
States' indirect and direct taxes. The State Govern
ment mentioned above, has candidly conceded after 
a quantitative analysis, that the States' indirect taxes 
(Sales Tax, State Excise Duties, Taxes on Motor 
Vehicles, Entertainment Tax, Taxes on Passengers 
and Goods, Electricity Duty and Stamp Duties and 
Registration Fees) are fairly elastic to prices and 
income, but their direct taxes, such as Land Reveru 
and Profession tax, are highly inelastic. 

I 0.4.24 The indirect tax structure of the States is 
quite board-based. The States' financial performance 
in respect of direct taxes relating to the agricultural 



sector, viz., Land Revenue, Agricultural Income Tax, 
returns on commercial irrigation, etc., however, is 
poor. Most of the States have partially given up 
Land Revenue. The Agricultural Income Tax, as 
discussed subsequently in paragraphs 10.5.67 to 
10.5.72 is beset with complicated problems. 

10.4.25 In line with this analysis, it would be ad
vantageous at this stage to take note of the broad 
trends in other federations. Due to great diversity 
of political systems and lack of full information, it is 
not possible to make accurate inkrnativnal compa
risons of revenue centralisation and expenditure 
decentralisation. Nonetheless, it can be said without 
fear of contradiction that generally all over the world 
the federal governments have a large and increasing 
control over revenues. This is particularly true of 
Australia and to a large extent of United States of 
America. A more balanced situation exists in Canada 
and West Germany. A comparative study held under 
the auspices of National Institute of Public Finance 
and Policy has observed : 

"We may conclude that there is slightly higher 
degree of centralisation of revenues in India than 
is generally found in the economically developed 
federations. But the expenditure decentralisation 
in India is greater than in those federations. As 
a result, the degree of dependence on the Centre, 
in terms of the share of federal transfers in States' 
revenue, is higher. However, in so far as the trans
fers take place in the form of constitutionally 
assigned taxes, the h gh share of federal transfers 
cannot be said to be an indicator of dependence."11 

Our studies show that the increasing quantum 1of the 
Constitutionally assured revenue transfers to the 
States substantially reduces their initial dependence 
on the Union for revenue expenditure. 

10.4.26 The factual review carried out in the 
preceding paragraphs brings out three important 
conclusions. They are: 

(I) The Union has been raising the major part of 
the combined resources; 

(2) The growth-rate in States' own revenues, given 
the initial small base, has kept pace with that 
of the Union; and 

(3) Transfers to the States have grown significantly 
over the years. 

10.4.27 At this stage it would be advantageous to 
deal with the general issue noticed in para 10.3.02 
that the large dependence of the States on the Union 
is indicative of a weakness in the existing arran
gements. We have earlier noted that the division 
of the heads of taxation between the Union and the 
States envisaged in the Constitution follows certain 
basic principles according to which those taxes which 
require a uniform treatment and/or have inter-State 
significance are with the Union. As a result, the 
major and expanding sources of revenue are with the 
Union. In recognition of this situation, the Cons
titutional scheme has provided for sharing of revenues 
ra;sed by the Union and mechanisms for their trans
fer from the Union to the States. Therefore the 

(II) Trends and Iss~• In Indian Federal Financ:e (1982), p. 6. 
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mere fact that a considerable gap exists between the 
requirements and 'own' resources of the States 
need not per se be regarded as a short-coming in the 
present system. The real issues for consideration are: 

(i) whether it is possible to enlarge the 'own' 
resources of the States by transferring more 
powers of taxation to them; 

(ii) should the size of the sharable pool be increa
sed; and 

(iii) whether the existing mechanisms for transfer 
of resources from the Union to the States are 
adequate. 

We have considered these issues in the ensuing 
Sections. 

10.4.28 Before concluding, it is necessary to take 
note that a part from the above, on the methodo
logical plane, a difference between expenditure in
curred by the States and their 'own' resources is not 
an infallible indicator of a genuine gap between them. 
The problem is not so simple and bristles with serveral 
complications. It involves an objective assessment of 
the fiscal needs, tax efforts, tax potential of the States 
and efficiency of fiscal management. Quantification of 
all these factors is extremely difficult, if not impossible. 
Further, the level of expenditure of the States is it
self determined by transfers from the Union, besides 
their own resources. It cannot, therefore, be taken 
as a sure measure of their needs. The determination 
of gaps in resources vis-a-vis the fiscal needs of the 
States is thus not amenable to any simple analysis. 

5. ENLARGEMENT OF STATES' RESOURCES 

Alternatives 

10.5.01 In our Questionnaire, we had invited 
suggestions on how the States' resources could be 
aug~e_nted .. The p~ssible alternatives put forth 
to ehc1t rephes compnsed any one or a combination 
of the following : 

(a) Complete separation of the fiscal relations of 
the Union and the States, abolition of the 
scheme of transfer of resources and instead 
transferring more taxing heads to List II' 
Seventh Schedule. ' 

(b) Transfer of a few more elastic taxation heads 
to List II. 

(c) All the taxing heads/taxing powers be transfe
rred to the J!nion List to form a shareable pool, 
the respective shares of the Union and the 
~tat~s a~ a whole being specified in the Cons
tJtuho_n 1tself, the amounts and the principles 
on which the States' share would be distributed 
amon~st the various States, be determined by 
the Fmance Commission. 

(d)_More Central taxes such as Corporation Tax 
Customs Duty, Surcharge on Income Ta ' 
etc., be brought into the shareable pool. x, 

(e) Financial ~esources, other than tax-revenue 

Ce
of the Umon, be also distributed between th: 

ntre and the States. 



10.5.02. None of the State Governments or experts 
has favoured alternatives (a) and (c). As regards 
transfer of a few more elastic taxation heads to the 
States, most State Governments have not suggested 
any ch~nge in the division of taxation subjects as 
enumerated in the Seventh Schedule of the Constitu· 
tion. As stated in Section 3, some of the States have 
suggested enlargement of States' tax-base by trans· 
ferring more taxation powers to them, if necessary, 
by amending the Constitution. Even they do not 
suggest transfer of any of the more important heads 
of taxation, like Union Excise Duties and Customs 
Duties, from the Union List to the State List. 

10.5.03 However, one State Government has sug. 
gested that with a view to widening substantially th1 
States' tax-base, the Union should abstain from levyin~ 
Excise Duty on certain products (present yield 
roughly 40 per cent of the total Union Excise revenue) 
and allow the States to levy Additional Sales Tax 
for an equivalent amount on them in lieu thereof. 
Further, States may also be allowed to levy Surcharge 
on the Additional Sales Tax, if needed. It has been 
suggested that such selected commodities should be 
the industrial products on which Sales Tax cannot 
be easily avoided, viz., petroleum products, tyres, 
processed vegetable oils, vanaspati, cement, iron and 
steel and products thereof, sheet glass, T.V. sets and 
motor vehicles and tractors. 

10.5.04 At the outset, we will "consider the sugges
tion regarding levy of Additional Sales Tax in lieu 
of Union Excise Duty on certain commodities. At 
present, 40 per cent of the net proceeds from Union 
Excise Duty is already being transferred to all the 
States and another five per cent to the revenue-deft· 
cit States as per recommendations of the Eighth Fi· 
nance Commission. The above-mentioned proposal 
will put the poorer States with low levels of consum· 
ption a'td corresponding lower capacity to raise reve
nue in this manner. to serious disadva'ttage. Further, 
the implications of the proposal involve a very subs· 
tantial revenue loss to the Union in addition to the 
present scale of transfers, and will thus drastically 
cut into Union's resources. Moreover, inasmuch 
as some of the products mentioned in the proposal 
are either essential commodities and/or important 
industrial inputs, significant inter-State differentials 
in their prices may create serious problems. 

In view of the above considerations, we are unable 
to agree to this proposal. 

Enlargement of States' Taxation Power• 

10.5.05 These suggestions fall broadly into three 
j!l'oups. Firstlv, those relating to the taxes and 
duties included in Articles 268 and 269; secondly. 
those relating to transfer of residuary powers of 
taxation to the States, and thirdly, those which aim 
at removing or relaxing the limitations on the powers 
of the States to raise r~sources including transfer of 
powers of taxation in regard to certain commodities 
to them. 

10.5.06 We have considered the above-mentioned 
. suggestions in the Chanter on Legislative Relations 
mainly from the view-point of Constitutional implica· 
tions. Here, the focus would be on the functional 
implications of these suggestions. 

35-325/87 
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Duties Under Article 268 

10.5.07. Article 268 lays down that such stamp duties 
and such duties of excise on medicinal and toilet 
preparations as are mentioned in the Union List shall 
be levied by the Union but collected and appropriated 
by the Stoles. These duties are referable to Entries 
8411 and 9!18 of the Union List with correspon
ding qualification of Entry 51" of State List. The 
Medicinal and Toilet Preparations (Excise Duties) 
Act, 1899 governs the levy of these duties. 

10.5.08 It has been suegested by a State Government 
that the power to levy the duties mentioned in Article 
268 may be transferred to the States and for that 
purpose, Entries 84 and 9 I may be transposed to the 
State List and corresponding changes made in the 
provisions of Article 268. It is argued that these 
duties do not form part of inter-State transactions 'to 
any large extent'. Further, the differential rates which 
might arise if States are given powers to levy these 
duties will not affect the optimum utilisation of re· 
sources In any way. A general principle enunciated 
by this State Government in support of its suggestion 
is that the efficiency in taxation is highest when 
the tax is administered and collected by the same au
thority which has the power to appropriate it. The 
thrust of the argument is that for augmenting the 
inadequate resources of the· States, it would be desira· 
ble to empower them to levy these duties. 

10.5.09. Entry 84 comprehends, among other things, 
a range of medicinal items which are important from 
the view-point of public h~alth policy. In the 
Government of India Act, 1935, the subject was, 
however, included in the Provincial List (item 40). 
The framers of the Constitution, while transferring 
this head to the Union List, noted that it was not then 
being significantly exploited for raising revenue by 
the Provinces. Moreover, they felt the necessity 
of an all-India Drugs Policy.u 

10.5.10. In furtherance of the Constitutional Dire
ctive Principles of State Policy in Article 47, ti-e pri· 
mary objective of the tax-laws should be to regulate 
and control the production of these intoxicants and 
preparations on a uniform basis, and revenue earning 

12. "84. Duties of excise on tobacco and other goods manu
factured or produced in India exccpt-

(a) alcoholic liquors for human consumption; 
(b) opium, Indian hemp and other narcotic drugs and nar· 

co tics, 
but Including medicinal and toilet preparations containin)l 
alcohol of any substance included in sub. paragraph (b) of thiS 
entry". 

13. "91. Rat .. of stamp duty In respect of bills of exchan~e. 
cheques, promisory notes, bills of lading, letters of cre~Jt, 
policies of insurance, transfer of shares, debentures, proXJes 
and receipts". 

14. 115]. Duties of excise on the followin~. goods. manufa· 
r ctured or produced in the State and countervallmg dutaes at tho 
r same or lower rates on similar goods manufactured or produced 
elsewhere in India:-

(a) alcoholic liquor for human consumption; 
(b) opium, Indian hemp and other narcotic drugs and 

narcotics; 
but not includin~ medicinal and toilet oreparations containin_g 
alcohol or any substance included in sub-paragraph (b) of thos 
entry. 

H. See Constituent As.<emb/y Debates (New Series) Book S, 
September, 1, 1949, page 839 [(Statement by Dr. B. R. Ambtdkar). 



should be a secondary purpose. The Union .Minis~ry 
of Finance has al'o emphasised this aspect m the ~~~
formation supplied to us. The ite"?s cov~red by th!s 
Entry have inter-State asnects. untformtty even m 
regard to the principles of their ta;{ation is desirable 
in the larger national interest. 

10.5.11. So far as stamp duties under Entry 91 
(List n are concerned, the desirability of uniform rates 
throughout the country in commercial and related 
transactions (involvin~ bills of exchange, chequ~s, 
promissory notes, bills of lading, letters of c~e~ilt, 
life insurance policies, general insurance pohctes, 
transr~rs of shares, debentures, proxies and receipts) 
is s~lf-evident. Inter-State disparities in their ra~es 
and tax-regulations can play havoc with commerctal 
activity and free flow of trade. We are, therefore, 
of the view that no change in the present position and 
content of Entries 84 and 91 of List I is called for. 
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10.5.12. Some State Governments have nointed out 
that all tl-te duties mentioned in Article 268 should be 
better exnloited. The scone for raising revenue from 
these duties was examined for the first time recently 
by the Eial-tth Finance Commission. It noted that 
inasmuch ;s the duties of excise on-medicinal and toilet 
pr'paratioas were raised only in 1982, there was not 
much scope for a further increase then. Some sc<?pe 
or raising stamp duties on bills of lading (excludmg 
those in respect of inland navigation), letters of credtt 
and policies of general insurance was considered 
feasible, but in the absence of adequate data. the 
amounts could not be quantified. The Finance Com
mission, therefore. left the matter to the Union· Govern
ment for apnropriate revisions in rates of duties. We 
have been informed by the Union Ministry of Finance 
that the Government "has alreadv implemented most 
of these recommendations". The Ministry has further 
commented : "Since the Finance Commission is being 
asked to comment on the manner in which these duties 
could be exnloited in the best interests of the States 
without affecting the national economy, the interests 
of the States are sufficiently safeguarded by the present 
procedure." 

10.5.13 Under the present circumstances, duties on 
all the items covered by Article 268 do not appear to 
be a buoyant source of revenue amenable to frequent 
revisions. Since basic circumstances do not always 
remain constant, we recommend that the Union 
Government should, in consultation with the State 
Governments, periodically consider and explore the 
revisions of these duties. We further recommend 
that the revenues raised from these duties should be 
separately specified in the budget and other relevan1 
publications. 

Taxes and Duties under Article 269 

10.5.14 Article 269 refers to taxes levied and 
collected by the Union but assigned to the States. It 
enlists eight taxes an1 duties (mentioned in the foot-. 
note to nara 10.2.16(b) above). These are refera
ble to Entries 87, 88, 89, 90, 92A and 92B of the Union 
List. Of these, at present, only under Entry 92A, 
a tax on sale or purchase of goods in the course of 
inter-State trade and commerce is being levied,-

10.5.15 Some State Governments hav~ pointed out 
that the Union Government has not ratsed adequate 
revenues from these heads of taxation. They have 
suggested that the relevant Entries (specially Entries 
87 88 89 and 90 of the Union List) may be trans
fe;red 'to the State List. 

10.5.16 Entries 87 and 88 of List I : 

"87. Estate duty in respect of property other 
than agricultural land". 

"88. Duties in respect of succession to property 
other than agricultural land." . 

For reasons abstracted in paragraph 10.5.06 above, 
the same State Government has suggested th?t "duties 
in respect of succession to property other than agri
cultural land" and "estate duties in respect of pro
perty other than agricultural land", mentioned in 
Article 269(1) (a) and (b) respectively, "be delegated 
to the States for levy". Somewhat inconsistently 
with this plea for "delegation", the State Government 
has also asked for transfer of the corresponding Entries 
87 and 88 of the Union List to the State List. 

10.5.17. The incidence of both the taxes, viz., 
Estate Duty and Succession Duty, is on the same object 
viz., property passing on the death of the owner to his 
successors. But while in the case of the former, value 
of the whole estate (movable and immovable even 
if situated in more than one State) would be the base, 
the succession duty is relatable to the value of indi
vidual shares passing on to the successors. In view 
of this commonality of incidence, the Fifth and the 
Ei.~bth Finance Commissions, which had a term of 
reference to examine the scope for raising revenue from 
taxes in Article 269, took the position that as Estate 
Duty was then being levied, it was not worthwhile to 
levy Succession Duty also. The Economic Adminis
tration Reforms Commission, 1981-83 (Chairman: 
L. K. Jba) had recommended abolition of Estate Duty 
on the consideration that it had failed in both its 
objectives, namely, to mitigate the building up of 
dynastic wealth and raising reasonable resources. 
It had noted that 96.8 per cent of the assessees 
in 1980-81 related to the estates whose 'principal 
value' was less than Rs. 3 lakhs. 16 In the financial 
year 1985-86, Estate Duty was abolished in view of 
its meagre yield (gross collections Rs. 22.50 crores in 
1984-85). 

10.5.18. Although apparently Estate Duty has local
base significance, there are several reasons for which 
it would be desirable to retain it in the Union List 
if it is re-imposed. An individual may have properties 
located in more than one State and a total view of his 
assets can be better taken by the Union Government. 
Further, if the tax is levied by the States the persons 
inheriting properties in different States will have to 
deal with several tax codes and regulations. It is -
necessary to recognise that taxes like estate/succession 
duties are not expected to be buoyant sources of reve
nue. If they are levied by the St?te Governments 
there is a possibility of unhealthy competition among 
the St·tes, and consequent bewilderment and embarra
ssment to the assessees. Uniformity in the main prin
ciples oflaw with respect to these duties is essential in 

(16) Government of India, Economic Administration Reforms 
Commission-Reports on Tax Administration, 1981-83 (p. 33). 



the_national inte~est. Administratively also, it will be 
far more converuent if this tax is levied and adminis
tered by the Union in view of better access to infor
~at!on. Moreover, the net proceeds of Estate Duty 
till It was abolished were bemg allocated to and dis
tributed among the States on the basis of formulae 
recommended by Finance Commission. In view 
of these considerations we are unable to support the 
plea that Entries 87 and 88 be shifted from List I 
to List II. · 

IO.S.I9. One State Government has suggested that 
"~rminal taxes on. goods or. passengers, carried b; 
ratlway, sea or arr, taxes on sale or purchase or 
goods which take place in the course of inter-State 
trade, etc., be brought under the purview of Article 
268.'' It has argued that it will be in the interest of 
tax adrninistrauon to progressively allow the State 
Governments to levy and administer these taxes which 
have now be~n includtd in Article 269. One State 
Government has asked for the transposition of the 
taxation heads comprised in Entries ~9 and 92 of List 
I to List II. We have dealt with these aspects in 
detail in the Chapter of Legislative Relations. 

I0.5.20 Entry 89 of List I : 

"89. Terminal taxes on goods or passengers, carri
ed by railway, sea or air; taxes on railway 
fares and freights." 

The above Entry covers taxes listed at (c) and (d) 
of Article 269(1). While by vmue of this Entry .Parlia
ment is empowered to levy 'terminal' taxes on goods 
and passengers carried by railway, sea or air, the St..te 
Legislatures by VIrtue of bntry ':JJ., 17 List· H are com
petent to impose Octrvi (terminal tax) on entry of 
goods into a local area for consumpuon, use or sale. 
Similarly, under Entry 56 1" of Ltst H, the State 
Legislatures are competent to levy taxes on goods and 
passengers carried by road or on inland waterways. A 
State <..overnment has suggested that the States ma) 
be empowered to levy the taxes mentioned in Entry 
89 of List I. 

I0.5.21. One of the most important develvpments in 
post-Independence period is rne emergenc~ of a vast 
common market. Transport sector constitutes an 
important element in the basic inlrastructure and its 
development is vital for the growth of the economy. 
Uniform rate-structure and policies with respect to 
them are desirable to ensure that lree tlow of inter
State trade is not hampered by discriminatory and 
differential trade barriers raised by the States. r ur
ther, the suggestion under consideration carries 
greater scope for raising revenue by the advanced 
States with well-organised transport services and 
would discourage already under-utilised transport in 
less-developed areas. hnally, inspite of these taxes 
being within the competence of the Union, in agree
ment with the Eighth l'inance Commission, we do not 
think that there is much scope for raising revenue !rom 
the terminal taxes on goods and passengers.19 In view 

(17) "52. Taxes on the entry of goods into a local area for 
wnsumption, use or sale therein". 

(18) "56. Taxes on goods and passengers carried by road or 
inland waterways". 

(19) At present a terminal tax is, however, bein& levied on 
puM!lljiiii earned by railway to 01rtain placeo of ptl&rima&e or 
where fairs, me/as, exhib1t1oos, etc., are lltld. 
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of the above considerations, we are of the view that 
the powe~ to levy terminal taxes on goods and passen
gers carnect by ratlway, sea or atr should remain with 
the Union Government. 

10.5.22. Entry 90, List I : 

"90. Taxes other than stamp duty transactions 
i l stock exchanges and futures markets." 

Two State Governments have pointed out that 
'futures markets' are essentially intra-State in 
character dealing with local mercantile and commer
cial subjects ana have suggesten transfer of 'futures 
markets' to the State List. In line with the above 
argument, they have also suggested that Entry 90, 
List 1 (along with Entry 48 •• of List I) be suitably 
modified by transferring taxes other than stamp 
duties on transactions m 'futures markets' to the 
State List. 

10.5.23 Futures transactions comprise contracts for 
sale and purchase of goods at a future date primarily 
with a view to guarding against adverse price nuctua
tions. By its very nature futures trading has an 
organised character and is, in practice, conducted 
through Commodity Exchanges which frame rules 
and regulations concerning tne contracts. At pre
sent, futures trading is aUowed at specitic centres in 
respect of four commodities, viz., jute products 
(sacking bags), paper, turmeric and gnr. No tax is 
currently bemg lev1ed by Government of India on 
futures transactions. Indeed, the rifth and the 
Eighth finance Commissions, which considered the 
scope for raising revenue !rom taxes included in 
Article 269, did not lind much scope in this tax com
mensurate with the administrattve costs and the 
difficulties involved. 

10.5.24. The futures transactions gentrally involve 
operations afiecting interests of tracters, manufac
turers, etc., in more than one State. t-or example, in 
the case of 'gur', there ar~ nine major centres where 
futures trading takes place. 1f power to tax these 
transactions is transferred to the States, it may lead 
to problems in regard to availability of the commo
dities and prices in other areas of the country. l:.ntry 
90 is functionally linked to Entry 48 of List l. We 
have noted in the Chapter on Legislative Relations 
that stock exchanges and futures markets have an 
inter-State character. The latter also entails over
seeing development of a broadbased capital market 
which can be done effectively and uniformly by 
the Union Government only. In view of these 
considerations read alongwith the discussion in the 
chapter on Legislative Relations, we cannot support 
the suggestion for transfer of Entry 90 of List i to 
List ll. 

10.5.25. Entry 92, List I ; 

"92. Taxes on the sale or purchase of newspapers 
and on advertisements published therein." 

The State Governments which have suggested the 
transfer of this Entry to List II, have not given 
cogent and specific reasons, .apar~ from saying 
in general terms that such transler will augment the 
fiscal resources of tho States. 

(20) "48. Stock oxchanllll and futures market&." 



10.5.26. The Union Ministry of Finance has informed 
us that this tax was placed in the Union List "to en
sure the freedom of the Press, promote the newspaper 
reading habit and increase the circulation of regional 
language newspapers." The scope for raising revenue 
from this tax was fouad to be very limned by the 
Taxation Enquiry Commission (1953) and the Fifth 
and the Eig..th Finance Commissions in view of the 
still narrow base of newspaper readership and the 
need to encourage the New>p~per-reading habit. We 
have also been given to understand by the Union 
Ministry of Finance that to encourage the newspaper 
readership the Union Government "has even been 
canvassing the exemption of newsprint from State 
Sales T ~xes." 

10.5.27. A well-informed public opinion is a 
sine qu.J non of a healthy democratic system. News
papers play a crucial role in disseminating information, 
mobilising and focussing public opinion on major 
issues or concerns of the day. No less significant are 
the services which newspapers with a large India-wide 
clientele, render in fostering national outlook and 
integration. As it is, there is a paucity of newspapers 
having an India-wide circulation and a sound finan
cial Position. If the power to impose this tax ia 
assigned to the States, such newspapers may face 
cost-differ~ntial among States, adversely affecting 
their circulation and financial viability. 

10.5 .. 28 Moreover, under the present arrange
ments envisaged in Article 269, the net proceeds of 
this tax, if levied, are to be distributed on the recom
mendations of the Finance Commission among 
the States within which it is levied. If the power to 
levy or collect this tax is transferred to the States, it 
will be disadvantageous to the less-developed Stat~ 
with low urbanisation and nascent readership. 

10.5.29. Since the power to tax has also a poten
tial to destroy, the adoption of a uniform policy which 
balances the claims of a free viable Press with the 
need for raising revenue for the States from this mea
gre albeit dubious source, is essential in the larger 
interest of the nation as a whole. Only the Union is 
to do so. 

10.5.30. In view of the above considerations, we arc 
unable to support the demand for transfer of Entry 92 
of List I to List II. 

10.5.31 Entries 92A and 928, List 1: 

"92A. Taxes on the sale or purchase of gooas 
other than newspapers, where such sale or 
purchase takes place in the course of inter
St~te trade or commerce." 

"928. Taxes on the consignment of goods (whether 
the consignment is to the person making it 
or any other person), where such consignment 
takes place in the course of inter-State trade or 
commerce." 

A regional political party has suggested that these 
Entries be omitted from List I, and from Entry 54 31 

of List II, the words "subject to provisions of entry 
92A of List I," be deleted. 

(21) "54. Taxes on the sale and purchase of goods, other 
than neMpapen, subject to the provisions of entry 92A of List 
J." 
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10.5.32 We have dealt with this matter in the Chap

ter on Legislative Relations under the Section "Issues 
regarding Article 286 and related provisions." We may 
reiterate here that the broad purpose of the system 
encompassing Article 286, Entries 92A and 928 
of List I and Entry 54 of List 11, is to check multiple 
taxation of the same transaction by different States in 
the course of inter-State trade and commerce and en
sure uniformity in taxation at a relatively lower 
rate on sale and purchase of certain goods declared 
to be of special importance. Union Government's 
overall control in sucn spheres of taxation to subserve 
this national purpose is essential. It is also perti
nent to note that net proceeds of taxes included in 
Entries 92A and 928 are entirely for the benefit of 
the States and are not retained by the Union. In 
planning the Consignment Tax (Entry 928) a series 
of consultations with the State Governments have 
already taken place. It would, indeed, be desirable 
that from time to time the Union Government takes 
the State Governments into confidence in organising 
all the taxes coming under Article 269. In view of 
the above-mentioned position, no change in respect 
of Entries 92A and 928 is called for. 

Taxation of Propertle. 

10.5.33. Entry 32, List) : 

"32 Property of the Union and the revenue there
from, b1.1t as r.:gards property situated m a 
State, subject tv legislation by the State, 
save in so tdr as Paruam.:nt by law otherwise 
provides." 

Articks 285 and 289 provide immunity from taxa
tiOn of the properties of the Union and the St .. te 
Governments by the other. A SLate Government has 
suggested do:leuon of tht~ provision 'save in so tar 
as t'4rliament by law otherwise provides' in Entry 32 
of List I as well as in Article 1.85. It has pointed 
out that on acco1.1nt of this limitation local bodies 
in the States are for~going substantial rt:venu~s. 
Anotht~r State Govtrnment has suggested "mission of 
clauses (2) and (3> of Article 28!1 as they allegedly 
dtscnOllDate agamst the States inasmuch as Article 
285 does not have clauses analogous to these. On the 
other hand,ithas b.:c:nrepresented by a Union Govern
ment's Corporation that it should also be eXempted 
from taxatiOn under Article 285. 

10.5.34 We have examined at length the rationale of 
the relevant provisions of Articles 285 and 289 in the 
Chapter on Legislative Relations. 8rietly, we have 
not,d therein that the immunities apply to direct 
taxes on property of the Union in a case falling under 
Article 285 and to direct tax.:s on income and property 
ofth~ States under Article289. There is no immunity 
in regard to taxes, such as Customs Duties, in relation 
to property. Similarly, the Union Government also 
has to pay Sales Tax. A necessary precondition for 
the harmonious working of a two-tier polity is that 
neither the national nor the regional government 
should have powers to make laws which are directed 
against each other. Properties of the Union Govern· . 
ment's Corporationsarenoton the same footing as the 
propertiesofthe Union Government. Tax immunities 
011nnot be extended to them. In view of the above, 
and tho detailed rea sons given in the Chapter on. 



Legislative Relations, we do not suggest any changes 
in Articles 285 3:nd_289 and.Entry 32 of List I. We 
may, however, reiterate our recommendation made in 
para 2.35.13 of the Chapter on Legislative Relations 

· that a comprehensive law [under Clause (1) of Article 
285 read with the saving c[ause in Entry 32 ot List I] 
analogous to Section 135 of the Indian Railways Act, 
1890 and Sections 3 and 4 of th., Railways (Local 
Authorities' Taxation) Act, 1941 be pass"d making 
liable to taxation the properties of the departmental 
co.l1lll4:l"cial undertakings of the Union Government at 
such fair and reasonable rates as may be notified 
from timt to time by the Union Government after 
taking into consid~ration the recommendations of 
a person, who is or has been a Judge of a High 
Court or a District Judge. 

10.5.35. So far as the issue of service charges is 
concern.d, since April 1, 1954, on the recommenda
tions of the Taxation Enquiry Commission, 1953, 
the Government of India has agr~ed to pay charges in 
lieu of property tax for the services r.ndered in res
pect of its properties by the local bodies. The ser· 
vices provided by the local bodies vary considerably 
and m .. y mcluJe cunservancy, water supply, drainage 
and sewerage, roads and lighting, etc. Large and 
compact Union Gvvemment's establishments, like 
the A<iliWays and puoJic s~ctor undertakings, usually 
provide their own intetnal services and share the con
struction and mainkn .. nce costs on link services like 
roads, sewerage and drainage, with the local bodies. 

10.5.36. The norms in regard to the service charges 
were determined by Government of India in 1962 and 
subsequently revised in 1967 and 1968.22 The proce
dure has been systematised. 

10.5.37 Problems like inadequate service charges 
paid for Government property. or accumulation of 
their arrears are admuustrat1ve 1ssues and should be 
settled by mutual discussion between the Union and 
the State Governments. It is only fair that reason
able service charges should be paid by all 
beneficiaries. 

10.5.38 w,. recommend that an oflicialJlevel 
commitke may be set up to review the problems and 
evolv., mutually agreeabl., solutions. This committee 
may have on 1ts panel repres~tatives of the Union 
Ministries of Fmance, Home, Urban Development, 
Railways and from some State Govetnments. 

10.5.39. Entry 40, List I : 

"40 Lotteries organised by the Government of 
' f s " India or the Government o a tate. 

A State Government has suggested !hat a n~w 
Entry may be added to the State L1st, read1ng 
"Lotteries mgamsed by the. Government of . a 
State" with suitable change m Entry 40 of List 
1. The import of the suggestion i~ that the 
State Gov~rnments be empowered m matters 
r lating to lotteries organised by them and by 
~plication, the jurisdiction of the Umon should be 

22. Government of India, Ministry of Works, Housing and 
5 1y oM No ~3(8)·V·Cont. date<1 25·8-62; Mmtstry of Ft· 
n:::i~ D~partme~t of Coordination letter No. 4(7)-P/65 dated 
29·3.67 and Ministry of Works, Housing and Supply, Dtrectorate 
of Eotaies o.M. No. 20011(8)jb7-Pol. <1ated 3-4-68 and S-4·68. 
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restricted to lotteries organised by the Government 
of India. A similar suggestion has been made by 
another State Government and also by a State level 
political party. 

10.5.40. We have dealt with this issue in detail in 
the Chapter on Legislative Relations. State lotteries 
cannot remain confined within the boundaries of the 
State and the distributors are scattered all over the 
country. Problems of inter-State character have, 
inde.d, arisen in this regard. 18 It would not be pos
sible for any particular State Government, being 
territorially limited in jurisdiction to legislate, if and 
when necessary, for regulating matters in regard 
to other States' lotteries. As observed in Chaptt;r II, 
only Parliament can have the legislative competence 
to regulate such inter-State matters. We reiterate 
our finding that the changes proposed in respect of 
Entry 40, List I and addition of a corresponding Entry 
in the List li cannot be supported. 

1 0.5.41. Entry 45, List I 

"4!. Banking". 

A State Government bas pointed out that in other 
federal co11ntries like United States and Australia, 
the States have also establish,d banks and, there
fore, banking .should not be an exclusively Union 
subject. It bas suggested that in Entry 45, List I, 
"Banking" should be replaced by "Central Bank or 
Reserve Bank". Further, the entry "Banking" 
must be transferred to the Concurrent List. Another 
State Government also has suggstcd such a change 
arguing that banking represents too big a concentra· 
tion of economic power and that there is no reason 
why it should be the monopoly of a particular !~;vel 
of Government. 

10.5.42. We have dealt with the issue in the Chapter 
on Legislative Relations also. As mentioned there, 
banking operations transcend beyond territorial limits 
of the States. Functionally, banking has close links 
with matters like 'Currency' coinage and legal tender; 
foreign exchange' (Entry 36), 'Foreign loans' (Entry 
37), 'Bills of eXchange, cheques, promissory notes and 
other like instruments' (Entry 46), 'Insurance' (Entry 
47) and 'Stock exchanges and futures markets' (Entr} 
48) which all belong to the Union List. Banking 
is also basic to trade and, indeed, to all aspects 
of socio-economic development and planning. 
Centralised control is essential for proper 
credit management and implementation of mone
tary policy. Banks have a crucial role in the 
economy and there is need to regulate their activities 
so as to ensure that they are in consonance with the 
economic and development policies and are fully 
integrated with them. We ar.e of .the view !hat t~c 
subject 'Banking' should contmue !n th~. U~ion List 
and the transter of Entry 45 Bankmg to the 
Concurrent List would not be desirable in our special 
situation. 

10.5.43. Entry 84, List I : A State Government has 
suggested that the States should be allowed to levy 
excise duties on items like sugar, molasses, and 

23. See, for example, H. Anrai and others v. State of Maha
rashtra, AIR 1984 (SC) 78. 



10.5.26. The Union Ministry of Finance has informed 
us that this tall was placed in the Union List "to en
sure the freedom of the Press, promote the newspaper 
reading habit and increase the circulation of regional 
language newspapers." The scope for raising revenu! 
from this tu was fou.1d to be very lim1ted by the 
Tuation Enquiry Commission (1953) and the Fifth 
and the Eig.,th Finance Commissions in view of the 
still narrow base of newspaper readership and the 
need to encourage the Newsplper-reading habit. We 
have also been given to understand by the Union 
Ministry of Finance that to encourage the newspaper 
readership the Union Government "has even been 
canvassing the exemption of newsprint from State 
Sales T Hes." 

10.5.27. A well-informed public opinion is a 
sine qu:1 non of a healthy democratic system. News· 
papers play a crucial role in disseminating information, 
mobilising and focussing public opinion on major 
issues or concerns of the day. No less significant are 
the services which newspapers with a large India-wide 
clientele, render in fostering national outlook and 
integration. As it is, there is a paucity of newspapers 
having an India-wide circulation and a sound finan
cial Position. 1f the power to impose this tu is 
assigned to the States, such newspapers may face 
cost-differential among States, adversely affecting 
their circulation and financial viability. 

10.5 .. 28 Moreover, under the present arrange
ments envisaged in Article 269, the net proceeds of 
this tu, if levied, are to be distributed on the recom
mendations of the Finance Commission among 
the States within which it is levied. lf the power to 
levy or collect this tu is transferred to the States, it 
will be disadvantageous to the less-developed Stat~ 
with low urbanisation and nascent readership. 

10.5.29. Since the power to tall has also a poten
tial to destroy, the adoption of a uniform policy which 
balances the claims of a free viable Press with the 
need for raising revenue for the States from this mea
gre albeit dubious source, is essential in the larger 
interest of the nation as a whole. Only the Union is 
to do so. 

10.5.30. In view of the above considerations, we are 
unable to support the demand for transfer of Entry 92 
of List I to List II. 

10.5.31 Entries 92A and 92B, List 1: 

"92A. Taxes on the sale or purchase of goods 
other than newspapers, where such sale or 
purchase takes place in the course of inter
St~te trade or commerce." 

"92B. Tues on the consignment of goods (whether 
the consignment is to the person making it 
or any other person), where such consignment 
takes place in the course of inter-State trade or 
commerce." 

A regional political party has suggested that these 
Entries be omitted from List I, and from Entry 54 •• 
of List II, the words "subject to provisions of entry 
92A of List 1," be deleted. 

(21) "54. Taxes on the oale and purchase of goods, other 
ban new.pspen, subject to the provisions of entry 92A of List 
1." 
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10.5.32 We have dealt with this matter in the Chap

ter on Legislative Relations under the Section "Issues 
regarding Article 286 and related provisions." We may 
reiterate here that the broad purpose of the system 
encompassing Article 286, Entries 92A and 92B 
of List I and Entry 54 of List U, is to check multiple 
tuation of the same transaction by different States in 
the course of inter-State trade and commerce and en
sure uniformity in taxation at a relatively lower 
rate on sale and purchase of certain goods declared 
to be of special importance. Union Government's 
overall control in sucn spheres of taxation to subserve 
this national purpose is essential. 1t is also perti
nent to note that net proceeds of taxes included in 
Entries 92A and 92B are entirely for the benefit of 
the States and are not retained by the Union. In 
planning the Consignment Tax (Entry 92B) a series 
of consultations wnh the State Governments have 
already taken place. It would, indeed, be desirable 
that from time to time the Union Government takes 
the State Governments into confidence in organising 
all the taxes coming under Article 269. In view of 
the above-mentioned position, no change in respect 
of Entries 92A and 92B is called for. 

Taxation or Propurde~ 

10.5.33. Entry 32, List.J : 

"32 Property of the Union and the revenue there
from, b"t as r.:gards property situated in a 
State, s"bject tu legislation by the State, 
save in so ldr as Par!Jam.:nt by law otherwise 
provides." 

Articl.:s 285 and 289 provide immunity from taxa
tion of the properties of the Union and the State 
Governmems by the other. A SLate Government has 
suggested ddeuon of the provision 'save in so tdr 
as J:'arliament by law otherwise provides' in Entry 32 
of List I as well as in Article 285. It has pointed 
out that on account of this limitation local bodies 
in the States are for.:going substantial r.,ven"es. 
Another State Gov.,rnment has suggested umission of 
cla"ses. (2) and (3> of Article 28!1 as they allegedly 
d1scrunmate agamst the States J.nasm"ch as Article 
285 does not h.i Ve clauses analogous to these. On the 
other hand,it has b.:.:n represented by a Union Govern
ment's Corporation that it should also be eXempted 
from tallatJOn under Article 285. 

10.5.34 Wehaveexaminedatlength the rationale of 
the relevant provisions of Articles 285 and 289 in the 
Chapter on Legislative Relations. Brietly, we have 
not.;d therein that the imm"nities apply to direct 
taxes on property of the Union in a case falling "nder 
Article285 and to directtaxes on income and property 
of the States under Article289. There is no imm"nity 
in regard to taxes, such as C"stoms D"ties, in relation 
to property. Similarly, the Uniun Government also 
has to pay Sales Tax. A necessary precondition for 
the harmonious working of a two-tier polity is that 
neither the national nor the regional government 
should have powers to make laws which are directed 
against each other. Properties of the Union Govern• . 
ment's Corporationsarenoton the same footing as the 
propertiesofthe Union Government. Tax immunities 
oannot be extended to them. In view of the above, 
and tho detailed rea sons given in tho Chapter on. 



~gislativo Relations, we do not suggest any changes 
m Articles 285 and 289 and Entry 32 of List I. We 
may, however, reiterate our recommendation made in 
para 2.35.13 of the Chapter on Legislative Relations 
that a comprehensive law funder Clause (1) of Article 
285 read with the saving cause in Entry 32 ol List I] 
analogous to Section 135 of the Indian Railways Act, 
18~0 and Sections 3 and 4 of the Railways (Local 
Authorities' Taxation) Act, 1941 be pass"d making 
liable to taxation the properties of the departmental 
collllii.:Icial undertakings of the Union Government at 
such fair and reasonable rates as may be notified 
from timt to time by the Union Government after 
taking into consid~ration the recommendations of 
a person, who is or has been a Judge of a High 
Court or a District Judge. 

10.5.35. So far as the issue of service charges is 
concern<d, since April!, 1954, on the recommenda
tions of the Taxation Enquiry Commission, 1953, 
the Government of India has agr..,ed to pay charges in 
lieu of property tax for the services r.ndered in res
pect of its properties by the local bodies. The ser
vices provided by the local bodies vary considerably 
and m.>y mclu.le conservancy, water supply, drainage 
and sewerage, roads and lighting, etc. Large and 
compact Union Government's establishments, like 
tile A-ill ways dUd puo1ic SGCtor undertakings, usually 
provide their own internal services and share the con
struction and mainkn .. nce costs on link services like 
roads, sewerage and drainage, with the local bodies. 

10.5.36. The norms in regard to the service charges 
were determined by Government of India in 1962 and 
subsequently revised in 1967 and 1968.22 The proce
dure has been systematised. 

10.5.37 Problems like inadequate service charges 
paid for Government property. or accumulation of 
their arrears are admm1strat1Ve 1ssu~:s and should be 
settled by mutual discussion between the Union and 
the State Governments. It is only fair that reason
able service charges should be paid by all 
beneficiaries. 

10.5.38 w., recommend that an officialtlevel 
comrnitkemaybe set up to review theproblemsand 
evolve. mutually agreeable: solutions. This committee 
may have on 1ts panel represGDtatives of the Union 
Ministries of Finance, Home, Urban Development, 
Railways and from some State Governments. 

10.5.39. Entry 40, List I : 

"40, Lotteries organised by the Government of 
India or the Government of a State.'' 

A State Government has suggested that a n~w 
Entry may be a~ded to the l>tate L1st, read!Dg 
"Lotteries orgamsed by the. Government of . a 
State" with suitable change m Entry 40 of L1st 
1. The import of the suggestion i~ that the 
State Govt.rnments be empowered m matters 
r lating to lotteries organised by t~em and by 
i!plication, the jurisdiction of the Umon should be 

22. Government of India, Ministry of Works, Housing and 
0 M No. 1.3l8)·v·Cont. datea 25-8-62; Mmtslry of Ft• 

Sup~ly D~ artment of Coordination leiter No. 4l7)-Pj6S dated 
~-67 ~ Ministry of Works, Housing and Supply, Dtrectorate 
of Eataies o.M. No. 20011(8)jb7-Pol. Gated 3-4-68 and s-4-68. 
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restricted to lotteries organised by the Government 
of India. A similar suggestion has been made by 
another State Government and also by a State level 
political party. 

10.5.40. We have dealt with this issue in detail in 
the Chapter on Legislative Relations. State lotteries 
cannot remain confined within the boundaries of the 
State and the distributors are scattered all over the 
country. Problems of inter-State character have, 
indetd, arisen in this regard. 18 It would not be pos· 
sible for any particular State Government, being 
territorially limited in jurisdiction to legislate, if and 
when necessary, for regulating matters in regard 
to other States' lotteries. As observed in Chapter II, 
only Parliament can have the legislative competence 
to regulate such inter-State matters. We reiterate 
our finding that the changes proposed in respect of 
Entry 40, List land additionofa corresponding Entry 
in the List 11 cannot be supported. 

I 0.5.41. Entry 45, List I 

"45. Banking". 

A State Government has pointed out that in other 
federal countries like United States and Australia, 
the States have also establishtd banks and, there
fore, banking .should not be an exclusively Union 
subject. It has suggested that in Entry 45, List I, 
"Banking" should be replaced by "Central Bank or 
Reserve Bank". Further, the entry "Banking" 
must be transferred to the Concurrent List. Another 
State Government also has suggsted such a change 
arguing that banking represents too big a concentra
tion of economic power and that there is no reason 
why it should be the monopoly of a particular ltvel 
of Government. 

10.5.42. We have dealt with the issue in the Chapter 
on Legislative Relations also. As mentioned there, 
banking operations transcend beyond territorial limits 
of the States. Functionally, banking has close links 
with matters like 'Currency' coinage and legal tender; 
foreign exchange' (Entry 36), 'Foreign loans' (Entry 
37), • Bills of eXchange, cheques, promissory notes and 
other like instruments' (Entry 46), 'Insurance' (Entry 
47) and 'Stock exchanges and futures markets' (Entl) 
48) which all belong to the Union List. Bankir.g 
is also basic to trade and, indeed, to all aspects 
of socio-economic development and planning. 
Centralis~d control is essential for proper 
credit management and implementation of mone
tary policy. Banks have a crucial role in the 
economy and there is need to regulate their activities 
so as to ensure that they are in consonance with the 
economic and development policies and are fully 
integrated with them. We are of .the view ~hat t~c 
subject 'Banking' should contmue !n th.:. U~10n L1st 
and the transter of Entry 45 Bank!Dg to the 
Concurrent List would not be desirable in our special 
situation. 

10.5.43. Entry 84, List I : A State Government has 
suggested ~hat the .states should be allowed to levy 
excist dulles on Items hke sugar, molasses, and 

23. See, for example, H. Anrai and others v. Stale of Maha· 
rashtra, AIR 1984 (SC) 78. 



Khandsari. This suggestion implies transfer of taxa
tion powers from the Union to the States with respect 
to the items cited. 

10.5.44 The items under reference are classified in 
Chapter 17 of the C~ntral Excise Tariff Act. At 
present, no Central Excise Duty on Khandsari is being 
levied. Sale of sugar is one of the items covered by 
the Central Sales Tax Act, 1956 and the Additional 
Duties of Excise (Goods of Speciallmp:>rtance) Act, 
1957. Sugar industry also finds a place in the First 
Schedule of the Industries (Development and Regula
tion) Act, 1951 since its inception. The im;>Jrtance 
of sugar and related items in the context of industry 
as well as an item of mass consumption is obvious. 
Sugar has foreign trade implications also. An inte
grated and uniform policy with respect to production, 
pricing, distribution, stor.tge, trade, taxation, etc. 
in reg.ud to items like sugar is called for and it l1as to 
be a put of national economic p:>licy. Transferring 
pJwer of excise taxation to States in respect of these 
items may create difficulties in the implementation of 
national policies. Moreover, the proceeds of Union 
Excise D..1ty {the b~sic duty) on sugar, are already 
being shared with the States (at present 45 per cent) 
on approval by Parliament.•• 

10.5.45. We are, therefore, not persuad~d to recom
mend that the States be given the power to levy excise 
duty on sugar, molasses and Klzandsari. 

10.5.46. A State Government has sugg~sted that 
excise duty on ind •~>trial units, defined by l'arliament 
by Ia was small-scale units, may be excluded from the 
jurisdiction of the Union and shified to the States." 
It has been argued by this State that as the burden 
of excise duties ultimately falls on the consumers 
of excisable items in the fMm of higher prices, the 
higher per capit-1l-income States, because of their 
larger consumption of such items, contribute a rela
tively higher proportion of the excise revenue, but 
the distribution criteria adopted by the Finance 
Commission affect redistribution of such revenues in 
favour of the less-developed States. The State Gove
rnment has pleaded that an altemate arrangement 
which would be fair to all the States and also provide 
them a strong inc~ntive to develop industrial produ
ction should be evolved. According to it, if the excise 
duty on small scale unit is made leviable by the States 
and if the definition of small-scale industries is libera
lised by Parliament, this could bec;)me a g.-owing 
source of revenue to the States and provide them 
incentive to devdop the small-scale sector. 

10.5.47 Several products in the small-scale sector 
have wide inter-industrial and inter-State linkages 
and it will create problems if they are subjected to 
differential rates of excise. Moreover, the present 
efforts towards rationalisation of commodity taxation 
in the form of MODVAT will face serious adminis
trative difficulties if levy of excise duties is bifurcated 
between the Union and the State Governments corres
ponding to scale of production. Administrative 
problems will also be encountered in plugging eva
sion of excise by the entrepreneurs who often exhibit 
some of the stages ofproductjon as taking place in the 

24. Sugar is also subject to Additional Excise Duty in lieu 
of Saleo Tax and tbo net proceed• of tbe duty, exC<:pt tho portion 
attributable to Union Territories, are distributed to the States. 
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small-scale sector. At prsent,, excise duties, inclu
ding those on production in small industries, are shara
ble with the States as per proviSions of Article 272. 
All the States benefit under this sharing arrangement. 
The Finance Commi>sions' formulae for allocation 
of the divisible portion of Union's tax-revenue among 
the s~ates are based on a number of considerations, 
including the re-assessed revenue and expenditure 
forecasts of the States, the desisred extent of re-distri
bution, amounts of grants-in-aid of revenues, etc. 
Such re-distribution of revenues eff~cted on the recom
mendations of the Finance Commissions is an ;;ssential 
ingredient of inter-governmentalsharing of resources. 
Mere consideration of the 'collection' factor in penni
tting the States to levy excise on small-scale industries 
individually, which is implied in the above-mentioned 
proposal of a State Government, would run counter 
to this spirit and place the less-developed States in 
particular, at a dis.,dvantage. However, the manner 
of allocation of the divisible tax-revenues and 
the relative weights to be given to the various compo
nents of the formulae are matters to be considered by 
the Finane~ Commissions from time to time. It is 
best to leave these matters to their expert judgement. 
So far as the argument for giving the States incenti\oe 
to promote small-scale industries is concerned, it 
may be pointed out that the Union Government also 
is providing significant support to this sector. 

10.5.48 In view of the above considerations, it is 
not possible to support the sugg"stion that the power 
to levy eXcise duty oil small-scale sector be shifted 
from the Union List to the State List. 

10.5.49. Entry 85, List I : A state Government 
has suggested that the States may be authorised to 
levy their own CorpJration Tax on companit.s whose 
factories are located in their areas. The suggestion 
has been made in the contest of augmenting the States' 
resources. 

10.5.50. By virtue of Entry 85 of List I read with 
Article 270(4)(a), the reeceipts from Corporation 
Tax belong eXclusively to the Union Government. 
Historically, the power to impose this tax in India has 
always been with the Union. The main reasons for 
reseiving this powei for the Union have been two-fold. 
Firstly, it ensures uniformity of approach to the taxa
tion of corpora.e incomes and profits. Secondly 
this arrangement secures grea tel effici.:ncy in theadmi: 
nistration of tnis tax. Ito bviates problem> which arise 
in determining the locale of income accruals where 
units and offices of the same company or undertaking 
are located in different States and, incidentally makes 
evasion of tax more difficult. 

. 1~.5.51. This State Government has, however, not 
mdtcated how such an authorisation can be made 
It this s.uggestion of the State Government implie~ 
confernng of concurrent jurisdiction on the Union 
and the States to levy this tax or delegation of the 
legislative po~erof imposing this tax by the Union 
to t.h~ States, it Will run counter to the basic scheme of 
diVISion of ta~twn powers between the Union and 
the States e~visaged by .the Constitution. The prin
Ciples on whi.ch the t<>xatwn powas have been divided 
by the Constitution between the Union and the Stat 

5 
and none of the~ has ~een included in the spllgr0 ~~ 
thetr concurrent Junsclictlon, have been explained in 



paragraph 10.2.1 5 ante. The alternative aspect as 
to ddegation by the Union of its legislative power of 
taxation has also been considered in the Charter of 
Legislative Relations (paragraph 2.34.02). Suffice 
it to say here that neither aspect of this suggestion is 
based on terra firma. 

10.5.52. For all the foregoning reasons, We do not 
agree with the sugg,stion that the States should also 
be authorised to levy this tax on companies located 
within their territories. 

10.5.53 Entry 97, List 1: 
........ ~ 

"91. Any other matter not enumerated in List 
II or List III including any tax not mentioned 
in either of these Lists." 

·A suggestion has been m'de that the above Entry 
may be transferred to List II. 

10.5.54 In the Chapter on Le~slative Relations, 
we have already dealt with this issue in some 
detail in the context of Article 248. Here we are 
basically concerned with the residuary pow>r of 
taxation. On five occasions, so far, these provisions 
have been invoked for enacting taxation laws which 
include tax on gifts of movable and immovable pro
pertv, including land 25 ; wealth tax 26 ; a tax on 
building contracts, and a cess upon the entry of 
sugarcane into premises of a factory 27 • In our Con
stitution, the heads of taxation have been enumerated 
specifically in the Union and the State Lists but no 
such head has been placed in the Concurrent List. 
We have already noted in Chapter II that the power 
to tax may be invoked not only to raise resources 
but also to regulate economic action. New subjects 
of taxation may involve matters with inter-State or 
national implications, requiring uniformity in approach. 
For these and other reasons indicated in Chapter II, 
we do not agree with the suggestion that residual 
taxation powers under Entry 97, List I be transferred 
either to the State List or the Concurrent List. 

!0.5.55 Entry 57, List II : 

"57. Taxes . on vehicles, whether mechanically 
propelled or not, suitaJ,le for use on roads, 
including tramcars subject to the provisions 
of entry 35 of List III." 

A State Government has suggested that the ex
pression "subject to the provisions of Entry 35 of 
List III" in the above Entry may be deleted and a 
new Entry ••' in the List II may be added, as under : 

"Entry 57-A-Taxes on mechanically propel~ed 
vehicles including the principles on wh1ch 
taxes on such vehicles are to be levied." 

Another State Government has also made a similar 
proposal. 

10.5.56 The above proposal amounts to fully emp~
wering the States not only to levy a tax on such vehi
cles but also lay down the principles on which such 

25. Second Gift Tax Officer v. Hazareth, A. 1970 (SC 999). 
26. Union of India v. Dhillon, A. 1972 (SC 1061). 
27. Mithan La! v. State of Delhi, 1959 (SC 445). 
28. This subject at present is covered by Entry 35 of List Til . 

which reads : 
"35. Mechanically propelled vehicles including the ~rinciples 
on which taxes on such vehicles are to be leVIed. 
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taxes are to be levied. Under the present arrange
ments, the restriction on States' power in respect of 
Entry 57 (List IO arises only in case of repugnancy 
from any Union legislation under Entry 35 (List lll). 
According to our information, no law has yet been 
enacted by Parliament under Entry 35 of List III. 
The issue raised is, therefore, at present premature and 
mainly academic. 

10.5.57 We have been informed by the Union 
Ministry of Finance that there had been-a wide dis
parity of motor vehicular taxes in different States and 
the vehicle operators have been representing "gainst 
the resultant problems. specially in inter-State 
vehicular movements. Distortions have also been 
observed in the rates and policy on vehicle-registra
tion followed by different States. One of the measures 
evolved is the scheme of national permits and compo
site fee. 

10.5.58 Development of the transport sector is 
vital for the growth of the economy and develop
ment of inter-State trade and social inter-course. It 
is desirable to evolve uniform principles of taxation 
in this sector, so that free transport of goods through 
various States is not imp'ded. This is possible only 
if the Union has necessary powers to ensure unifor
mity in the main principles of the laws of the States 
with respect to tax on such vehicles, throughout the 
Country. This is the rationale for including Entry 35 
the Concurrnt List. We are, therefore, unable to sup
port the suggestion for change in the Constitutional 
arrangemens in this regard. 

10.5.59 Entry 60, List IT : 

"60. Taxes on professions, trades, callings and 
employments." 

The scope of these taxes has been spelt out in Article 
276. According to clause (2) of that Article, the total 
amount payable by a persons on account of these 
taxes ·'~hall not exceed two hundred and fifty ruPees 
rer annum." Because of this limit. it has been alleged, 
the yields from such taxes, wherever levied, have 
been a minor source of revenue to the concerned States. 
It has been suggested by several States that this limit 
should be suitably raised in view of several-fold in
crease in income levels. If this is to be done, amend
ment of clause (2) of Article 276 will be necessary. 

!0.5.60 We are of the view that there is a strong 
case for upward revision of the monetary limit fixed 
37 years ago on taxes leviable under Entry 60, List 
Hand for periodic review of this limit in view of persi
stent inflation. The linkage between its incidence ~nd 
thH of Income Tax will also have to be considered 
simultaneouslv. We have b~en given to understand by 
the Union Ministry of Finance that it is already 
considering the revision. of the monetary limit on 
professions tax, etc. In v•ew of the same, we do not 
wish to mak~ any specific recommendation in regard 
to a highe1 limit to be fix~d in Article 276, .except th~t 
such limit should be reVISed at frequent mtervals m 
consultation with the States. 

Taxation by States onder Articles 287 and 288 

!0.5.61 A State Government has suggested that 
the States should be allowed to levy taX' on power 
sold to the railways as the railways are a commercial 



organisation. Article 287 lays down, among other 
things, that save in so far as Parliament may by law 
otherwise provide, no law of a State shall impose or 
authorise th· imp~sition of' a tax on consumption or 
sale of ekctricity consumed or sold to Government 
of India or consumed by the railwa}s. 

10.5.62 Indian railwavs constitute a basic"infra
structure. With the gradual shift from coal and 
diesel to electtic traction, the consumption of power 
by railways is likely to increase. In the construction 
and maintenance of railways works, the consumption 
of electricity by railways may significantly add to its 
costs. In our opinion this may have serious reper
cussions on the extension and operation of railways. 
We, therefore, do not agree with the suggestion that 
the States should be given unrestricted power to 
levy a tax on el•ctricity sold by the States to the rail
ways by ,.ffecting an amendment to Article 287 of 
the Constitution. r 

10.5.6'l Further, a suggestion has been made 
that Article 288(2) may be suitably amended to 
enable the State Legislature to imPt'Se a tax in ns
pect 0f water 0r el~ctricity stored, generated, consum
ed. distributed or sold by any authority whether 
subservient to the Union or a St,te Government. 
Tit., Prop >~a! se~m~ to imoly rem,., val of precon
ditions under Clause (I) of that Article requiring 
President's prior approval for effecting such a 
legislation by a State. 

10.5.64 We have considered the above issue in 
the Chapter on Legislative Relations. In the present 
context, we may reiterate that the provision under 
Clause (2) of the Article 288 is a corollary to the 
principle of 'inter-governmental tax immunities'. 
Further, in as much as subiect of taxation under 
this clause functionally involves inter-State aspeCts, 
the same becomes a matter of national concern, 
given the crucial significance of the items of water 
and. electricity for the •conn my. Hence, the justi
fication of the nrnvisinn for the President's prior 
anoroval to a Bill Seeking to imo..,se such tax•tinn. 
We are, therefore, of the view that Article 288(2) 
needs no change. 

10.5.65 A'l all-l'11h o~liticaloarty has suggested 
that the States should be permitted to tax generation 
of electricitv within their areas as distinguished from 
mere sale of electricity. The basic principle followed 
in the Constitution in the division of taxation powers 
between the Union and'the States i< that taxon oroduc
tion, with a few exceptions is levied bv the Union and 
on sale bv the State Governments. in our opinion 
this principle is germane to taxation of electricitY 
also. Electricity is an imporant ingrtdient of infras
tructure. While its generation has to be location
~pecific in ~os~ cases, its consumption may be of 
mter-State S1gn1ficance. Even on"taxation of inter· 
St•te sale of electricity, limitati"ns have been put on 
States' O'lWers, vide Article 288. A tax on genera
tion of eleetricitv .~Y the Statc;,s, if allowed, might 
OT)~rate as an a<i11tlonal b1rrier to inter-State flow 
of this strategic input. In view ofthe~e considerations 
we d,., not agree with the suggestion that the State; 
may be allowed to levy taxon generation of electricity. 
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Taxation of Agricultural Income 

10.5.66 We have noted in paragraphs 10.3.06 
and 10.3.07 that a criticism levelled against the States 
is that they have not sufficiently made use of the 
taxation powers allotted to them. In particular, the 
example of not levying or withdrawing the levy of 
Agricutulral Income Tax is often cited. An all-India 
political party bas submitted to us as follows : 

"Under Entry 46 of the State List, the State can 
levy tax on agricultural income. Because of the 
efforts as to the enormous expansi0n 0f irrigation 
facility, hybrid seeds, chemic• I fertilisers and 
research in soil fertility, a very large number of 
agriculturalists have CC'me to occupy the upper 
bracket of elite group in the scciety. Green Revolu
tion to the extent of burgenning stocks of Food 
Corporation ofindia, search of export market of 
wheat and rice and ever-rising support prices for 
agricutural products have oombined t<' bring into 
existence an affluent class of agriculturists. yet, 
save Kerala no State has levied agricultural 
income tax ........ It is a truism that State Govern-
ments in order to keeP intact their vote banks do 
not levy taxes and shed crocodile tears of shortage 
of resources." 

A suggestion often made is that in order to overoome 
the resistance by interested groups and in the interest 
of uniformity in taxation, the Union m2y levy a tax 
on agricutural income and its net proceeds be assisned 
to the States. 

10.5.67 The Government of India Act, 1935 
empowered the Provinces to levy tax on agricultural 

·incomes while the income tax on other inCC'mes was 
allotted to the Federal Government. This division 
was retained in the Constituti<'n. At present, about 
half a do zan States are levying Agricultunl Jnc0me 
Tax. In three of them, it is confined to plantation 
crops. Several States. which had been earlier levying 
taxes on a)!ricultural inCC'mc;,s, gave them up or arc 
collecting only nominal amounts following various 
exemptions. 

10.5.68 In order to ascertain the facturl pl'si
tion and views of the State Governments on the type 
of criticisms mentioned in para 10.5.66 above, we 
had issued a Supplementary Questionnaire. Sever? I 
States have high lighted serious problems in the 
assessment of agricultural incomes: shrinkage of the 
ta.x bases due to land ref?rms (ceiling on holdings); 
Widely dispersed potential assessees; fluctuations in 
production and incomes due to vagaries of nature; 
problems in maintaining systematic accounts ofincc
me and expenditure in agriculture, etc. A few State 
Governmentsareof theviewthatadirecttaxon agri
cultur?l incomes will act as a disincentive t0 the ~pre
ad of improved technology~ and high rproductivity. 

'10.~.69 The ~tate Governments have generally 
expressed reservat10nsand have opposed the suggestion 
that the Union Government may levy a tax on agri
cultural inCC'mes and rssign the net pr<'cecds to the 
States. They have given different reas0ns f<'r the 
~arne. Those alread! levying the tax <'n agricultural 
Incomes are<'fthe VIeW that there will ben<' additiC'na) 
advantage if the tax is levied by the Union Govern
ment. Others have highlighted the difficulties in levying 



A~ricutural Income Tax and pointed out that the 
Union Government will face simil~r problems. In
deed, according to them there is not much scope for 
such a tax. Some of them have al~o exoressed appre
hensions about the alternative of the Union levying 
the tax and have cited the 'unhanfly' experienceofthe 
scheme of Additional Excise Duties in lieu of Sales 
Tax. Yet a11.other State GovernmP.nt has argued that 
it was not so much a question of raising revenue as 
of a State's discretion to levy or not to levy a tax. 
Another State Government has pointed out that 
fb:ation of agricultural nrices at levels much lower 
than those recommended by the States is already a 
tax in disguise on the agricultural sector. Only one 
State Government ha~ sugge•terl that in the interests 
of raisin~ rev~nue and a uniform tax on agricultural 
sector, the Union Government might levy this tax 
as per arrangements under Article 268. 

10.5.70 The Union MinistryofFinancehasobserv
ed : 

" .. the Central Government has no intention of 
seeking a transfP.r of nnwer to tax agricultural 
incomes on behalf of the States for the following 
reasons: 

While there may be justification for imposition 
of agricultural income tax in view of increased 
income due to the Green Revolution, substantial 
investment in the agricultural sector, low revenues 
raised from the agricultural sector, and greater 
need for raising adrlitional resources for develo!'
ment, there would, however. be serious diffi
culties in the implementation of this policy at the 
Central l~v~l dne to cnnceptual difficulties regard· 
ing the dP.flnition of Mricultural income. No 
uniform difinition of agricultural income can be 
precisely formulat~d due to diversity of the quality 
and productivity of land. Moreover, due to the 
illiter,.cv of th~ al!ricultural population, agricul
turists would not be abh to maintoin accounts for 
taxation purpose< and may not be able to 
fo It ow the rules anrl re~ulations Prescribed. 
Resides. some sort of agricultural income tax 
Is already being levied by a few States and others 
could follow suit." 

'10.5.71 'In the Long Term Fiscal Policy' announc
ed by the Government of India ~n Decemb~r 1985 
also it was ,recognised that taxation <'f agncultural 
income presenterl ·many 'conceptual and adminis
trative pr,..blems. It categorically stated : 

"Land reve11.•1e ~nrl taxotion of ~gri~ultura1 income 
are States' sublects unrler the Con<titution. The 
Centre has no intention of seeking any change in 
this position." ••. 

10.5.72 Taxation ofagricultura I income is, indeed, 
a sensitive matter requi;ing simultaneo~s. con_si
deration of an approprmte base, ~dmtmstrattve 
convenience and costs. re~sonahle Ytcld f~om the 
tax, parity with tax burden on .non-agrtcultural 
sector: 'peculiar nature of agncl.\lt!-lre. as an 
enterprise, impact of the taxon ~roducttvtty-tmpro.ve
ments in agriculture, and the hke. Roth the Unton 

29. Government of lndia, Ministry of Finance-Long 
Term Fiscal Policy, 1985, para 5.36, p. 35, 

36--325/87 
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d to 
an the State Governments do not also at pres~ .1 seem to be inclin~tl for a chanee In the Constitutlor1~. provision in regqrd to Entry 46 of List II. We ha 1~ also taken not~ of the findings of a number of exp~: 

1 studies 80 In this regard. In view of the problem's 
highlighted by the Union and the State Governments 
as well as the exoert studies, the question of raising 
resources from this and other related aspects would 
require an ind~pth and comprehensiv<! consideration 
in the National Economic and Development Council. 

Rationale or Constitutional Scheme 

10.5.73 The present division of fields of taxation 
between the Union and the States is based on econo
mic and administrative rationale. Levying of taxes 
with inter-State base and where uniformity in rates 
is desirable are with the Union Government. Taxes 
that are location-specific are with the States. Canons 
of efficiency and equity In administration of taxes 
and the imperative need for the Union to have adequate 
resources, inter alia, to help the States with lower 
level of s()cio-economic development and tax-poten
tial, leave hardly any scope for shifting any major 
sources of revenue of the States from the present 
allocation of areas of taxation to the Union. We may 
note 'here the views of the Administrative Reforma 
Commission Study Team that, if at all, a review or 
taxation powers is carried out, economic considera
tions would most probably compel a shift In favour 
of the union and "not the other way. Some ~xperts 
have also expressed similar views during their evi
dence before us. 

10.5.74 A well balanced distribution of heads or 
taxation based on economic and administrative ratio
nale between the Union and the States and adequate 
arrangements for sharing of resources is vital for the 
proper functioning of the two-tier polity. We ore 
of the firm view that the basic scheme of the Consti
tution dividing the field oftaxatlon betwten the Union 
and the States and incorporating adequate arrange
ments for sharing of re~ources between th:m, Is 
sound and no major modification in it areca lied for. 

10.5.75 We have. in the Chapter on Legislative 
Relations (paragraph 2.4.04), referred to the memo
randum submitted by a Regional Party In which It 
has referred to the drat'! resolution of its Worldng 
Committee demanding that the interference of the 
Union should be restricted to Defence, Fore-Ign 
Relations, Currency and General Communications 
only and all other governmental powers (Including 
residuary powers) should be assigned to the State~. 
Further. the St~tes would contribute for the expendi
ture of the Union in re~pect of the'above mentioned 
subjects. We have pointed out therein that the reso
lution of the "Whole Hou~e" of the same party had 
substantially amended that in the final resolution. 
The State Government supported by this Re~t ion a I 
Party has not made such an extreme demand and 
while suggesting various chan~:es In the Seventh 
Schedule to the Constitution, it has not Psked for 
any major change with respect to the heads of taxa
tion enumerated in the Union List. 

30. See, for example, the reports of Dlrtct TaxeJ Enquiry 
Committee. 1971 (Chairman : Juslice K. N. Wanchoo); Com· 
mirtee on Taxation on Agricultural Wealth and Income, 1972 
(Chairman : Dr. K. N. Raj), and Direct Tax Laws Committee, 
!978 (Chairman : G. C. Chokshi). 



10.5.76 As explained in paragraphs 2.9.12 "to 
'.15 of the Chapter on Legislative Relations, no 
.ion or federation can survive if it has no financial 

;sourees of its own and is entirely dependent on 
~'Ontributions from the constituent units. Indeed, 
this proposal cuts at the very root of the basic postu
late that both the Union and State Governments 
should each have independent financial resources of 
its own to meet bulk of the expenses for its exclusive 
functions. 

10.5.77 It is pertinent to note here that approxi
mately 85 per cent of the Union's tax revenues are 
collected fromoffiees located in eight port and m~tro
po titan cities situattd in seven maritime States and 
one Union Territory. 

10.5.78 Owing to different levels of dcwlop
ment obtaining in the country, the tax potentials of 
States vary widely. If the financial arrangement as 
suggested by the regional party is adopted, a few 
States would be able to collect for themselves most 
of the revenues and all \he less-developed States 
would be in perpetual financial crisis. All the advan
tages of efficiency in tax collection, uniformity in 
rates. economy in tax administration, etc. will he 
lost. Trade barriers will come up and the Union will 
collapse. 

10.5.79 In view of the above considerations, we 
are unable to support the scheme of financial arrange
ments implicit in the suggestion referred to in para 
10.5.75 above. 

6. ENLARGEMENT OF THE DWJSIBLE POOL 

10.6.01 We now consider the suggestions made 
by many State Governments and experts for the 
enlargement of the States' resources within the existing 
Constitutional scheme of division of taxation powers. 
All the State Governments and many experts have 
emphasised the need for extending the present divisible 
pool which at present mainly consists of the manda
torily sharable Income Tax and permissively sharable 
Union Excise Duties. We have already noted in Sec
tion 4 the substantial increase in resources transferred 
to the States over the period 1951-85. Considering 
the transfers through the mechanism of the Finance 
Commission it is seen that overall devolution effected 
has gone up from Rs. 476 crores (Annexures X. 5 
and X ·6) during the period of the First Finance 
Commission (1952-57) to an estimated Rs. 39,452 
crores during the Eighth Finance Commission period 
(1984---89). Since the First ~Finance Commission, 
the devolution of revenues on account of Union 
taxes which are sharable, has increased shlnificantly 
in relation to the total revenue realised from these 
taxes as well as to the total tax receipts and total 
revenue resources of the Union. This is evident from 
the following table : 

1. Income ta,; transferred as ner
centa~e of total Income Tax 
receipts of. the Union . 

2. Union Excise Duties tran~fer
red as a oercenta2e of total 
recciots from Union Excise 
Duties. 

*Not available separately. 

1952-
57 

42·3 

13-1 

1979- 19R4-
84 R9 

(esti-
mated) 

68·3 • 

42 ·I • 

!272 

1952- 1979- 1984-
57 84 89 

3. Combined Income Tax and 
Union Excise Duties trans-
ferred as a percentage of 
the total receipts from these 
taxes 28·3 46·6 47·6 

4. Tax devolution as percentage 
of total tax receipts 15 ·7 26·8 27·6 

5. Total devolution (taxcs+gra-
nts as percentage of total 
receipts on revenue account 17 ·I 23·6 24·1 

Sources : (1) Ministry of Finance-Indian Economic Statistics, 
Vol. ll-Pub/ic Finance, various issues. 

(2) Report of the Eighth Finance Commission, 1984. 

10.6.02 The various suggestions requiring changes 
in the arrangements regarding the divisible pool, 
i.e., proceeds of the taxes levied by the Union but 
sharable with the States, may be grouped into three 
categories : 

(i) All tax receipts of the Union be made sharable 
with the States. 

(ii) Fix the collective share of all the States in 
the Constitution and leave its allocation among 
the States inter se to be done on the recom
mendations of the Finance Commission. 

(iii) Enlargement of the present sharable pool 
by including the proceeds from any or all of 
the following : 
(a) Corporation Tax. 
(b) Surcharge on Income Tax. 
(c) Some other Union Taxes, e.g., Customs 

Duty, and 
(d) Revenue from increase in administered 

prices of items like petroleum•and steel, 
yields from schemes like Special Bearer 
Bonds, and Compulsory Deposits (Income 
Tax Payers) Scheme, I 974. 

Total Revenues of Union as divisible pool 

I 0.6.03 A few States, some political parties and 
other knowledgeable persons have urg:ed that the 
States may be given a share out of the total tax 
revenues of the Union on the ground that so long as 
the total quantum of transfers remains the same, it 
is immaterial whether the share comes out of specified 
taxes or out of the total tax receipts. It is argued that 
in this scheme the base will be larger and the States 
will be insulated to a J!reater extent from the effects 
of fluctuations of individual sharable taxes and would 
thus be given a more predictable and assured share. 
The proponents of this view point out that as the 
share of the States in Income Tax has already reached 
a high level (85 per cent), the Union Government may 
Jose interest in maximising revenues from this source. 
They also allege that in order to reserve some re
sources for its exclusive use, the Union Government 
has been resorting to increasing administered prices 
on certain items rather than the sharable Union 
Excise Duties. So, in order to get over the disincentive 
in raising revenue from the two taxes (with very high 
percenta~e of shares for States) and absolving the 
Union Government of the criticism of manipulating 
resources out of the divisible pool, it would be 
advantageous to make the entire receipts of the Union 
divisible. 



10.6.04 We have considered these suggestions 
carelully. At the lime of the trammg of tue Consu
tut!On also th1s matter came up tor consideration. 
lllc Sar.Kar v::xpert) Committee made a spcCIUC 
recommendation that certam taxes h.Ke uutics of 
Customs (mcluding those on exports) shoul<.l be 
for the exclusive use of the Uruou. Such uuues a1<: 
subject to lrequent adJUStments kecpmg Ill VICW l11c 
tenus of external tra<le and, therelore, are not suitable 
for sharing .. Further, tne scheme of the ConstitutiOn 
earmarking certam taxes for tile cxclusi ve usc of the 
Union is sound m v1ew or the very onerous responsi
bilities cast on 1t. We are of the VICW that while there 
is no particular advantage in bringmg all tax receipts 
mto tne divisible pool, 1t may, on the other hand, 
place the Union at a disadvantage. 

}'ixed shares in Constitution 

10.6.05 Yet another aspect of division of re
sources for consluerauon is me suggestiOn that Ute 
percentage snares of States suould oe built into U1e 
..;onsutuuon and tne Fmance Commission then neeu 
concern itself only w1th tile diVISion of such resources 
among the States. A State uovernmenl ami a political 
party have suggesteu tuat at least 7:J per cent of llle 
revenue of tne Umon snollld be ma<.lc sharable Willi 
the States as a Consutuuonai"o15ligatlon. ·rney have, 
however, not spelt out the basis lor the same. 

10.6.06 We have alreauy noteu that at the time 
of the framing of tile Consutut1on Income 1 ax was 
the most important source of revenue. Kevenue from 
Union lixc1se Uuues was small ami ll·om Corpora
tion Tax insignilicant. Touay, Unwn .bxcise uutt~s 
and Corporation Tax nave by 1ar overtaken tile income 
Tax. A moment's redecuon woulu snow that tne 
States Will be put to great d1sauvautage if percentage 
shares were lixeu in tn.: Constitution I!Seif. rue Situa
tion is dynanuc, both in regaru to avatlabiiity of 
resources and in regard to neeus of the Uruou ami 
the States. lt is the uallmark of tile mechamsm ol 
the Fmance Comm1ssion prov1deu.in our Consutution 
that it takes into account such !actors in recommen<lmg 
a reasonable shanng of resources. We are not tn 
favour of changmg tnis system Ill vtew of its obvious 
merits. Furt11er, · of as h1gh as 75 per cent' 
of Union's to tnc States ts most 
Impracticable inasmuc11 as sucn pnonty items as 
dc!ence, interest payments an<! suusi(Jics at present 
absorb about two-tlurds uf tne Umon's revenue ~~
sources. 

Sele~tive Enlargement of divisible Pool 

Corporation Tax 

10.6.07 We now consider the suggestion that 
the dtvisible pool may be enlarged by auumg to n 
proceeds of some spce~lied taxes, e.g., Corpurauon 
Tax, Surcharge on income 1 ax, etc. A number ot 
State Govermnents and others have suggeste<l that 
the proceeds lrom the Corporauon Tax should be 
incluued in the uivistble pool. This demand stems 
from the tact that in 1959, income Tax pa1<1 by com
p~nies, which was earlier includeu in income "1 ax 
and was therefore, manuatonly sharable wttll tile 
States .:as concerteu into Corporation Tax wh1c11 
as per' provision of Article 270, ceaseu to be sharable .. 
ln due cowse, it proved to be a buoyant source ol 
revenue to the Union Government. Article 366lbJ 
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ucfines Corporation Tax as "any tax on income SQ 
tar as Umt tax is payable by comp.mies" subject lQ 
tne qualillcaltons tllat tt ts not charb~••ble Ill respect 
of agncultural Hu.:omc, that uo <leuucuuus in lax aH 
ma<.le Willi respect to the authuriscu "'viuen<ls anl 
lltat the tax so paiu is uot taken into <.ccount i11 
computmg the income lor purposes of Income Tax, 
etc., t11ercon. 

10.6.0~ A simplilication in the scheme of compauy 
taxaliou was introuuceu Ill 1)1~\1. !'nor to it, out ol 
Ute Income Tax pa1<1 by a company bcl"ore ucclarin~ 
111e <.liVt<lcnds, a por11ou ol such laX was 'dcemc<.l 
to have been pa1<.1 oy the sharchot<.lcrs. When th< 
shar~holuers' mcomc was subsequcnlly assessed 101 
purposes ol Income 1ax the <.IIVI<.lcnus were mcluuc~ 
m It, alter bcmg "grosse<!" v.c., portwn of 'ueemcd 
tax pa1<1 aducu to 1t). "!be sial> lor thctr Income tal 
anu me amount was then <leternuneu and out of llll 
1ncome "lax llabiilly the amount of 'dcemcu' tax-paid 
ucductc<l. As uus process ot grossmg was lounu 
"somewhat compllcateu""1, the enure Income 'la.1 

Pa1<1 by Compames was dclineu as Corporation tax. 

10.6.09 This change, however, crealeu a problem 
m u mon-State lmancml rcl<tuons masmuch as, 
accor<.lmg to the Conslnulion, the procceus of lll• 
Corporauon "1 ax are not sl~araolc Wllh l11c States 
tietore 1\1:>\1, the Corporation "lax was small comparcl 
to 1ncomc "lax, but later the receipts lrom 1t ila( 
oveuaKen those I rom Income "1 ax lAnnexure X·'/). 
As uus cnange came about at a lime when tile rcpor 
ot 111c Scconu 1: mancc Commission was under un· 
plemcntauon an<l the 'llm<l J:mance Commission 
was yet to be 'constituted', compensatory ucl-lw' 
grants were g1vcn to the Mates to make goo<! the11 
1uss m the suare ot Income "lall. Smce lhc rcclass1 
ncat!Oll ul Income Tax on compames as Corporauur 
1ax 111<-St ol the States lime uccn askmg lor rcstu1a . . . 
lion ol slaltiJ quu till/e. In VIew ol the explicit Lonsll 
IUtwnal proVI>IOn prcclullmg the revenues lrom tile 
corporauon "lax ocmg sharable With llle States, 
tnc llf>L llVe J:tnance I...OillllliSSIOllS Uld nul COnSIUel 
uns <.lcmau<l. 111e 1 hiru 1: mancc Commission, llow· 

-tver rccommen<.led mcrcase 111 States' sharc Ill llu • Income "lax m VICW of the reductiOn ol tne <liVIStbh 
puul couscquem. to tlle rcclassiilcat~on o!·. 1nc~me· 
lax un cumpames as Corporauon lax. llle S1Xll 
buancc Cummisswn suggested that the nwttcr shoull 
be rev1cweu by thc Nauonat 1Jevclopment Council 
anu, at the same lime, higlthghled that mclus1on ol 
corporatiOn "lax in the <!I VISible_ pool would . 1101 
ipso juciU upset the balauce ol 111c Uuwn-Stal1 
1csourccs as 1l woul<.l <lepcnu upon the pcn:cntag1 
ol resources that woulu De allocated to Ute Stales 
1 he Seventh 1: mance Commission also suggcstc~ 
tllat tile Uruun uovernmcnt shoulu hold cousulla· 
uous with the Stale Gowrnmcnts to seltle the tssu1 
ol Corporauou Tax. 

10.6.10 Tho: Eighth finance Conunission took 
the v1ew that the Stales should have access to suet 
highly elastic source of revenue as the CorporatiOn 

plJ sc.:, Jlu~get (IY)Y-60) Spce<h of the then Umon l'maoe< 
Mmtst~r tt-"ara~;;Iaphs 07 to 11) . . ll was explamt.:U tllat the com 
pucauons aro~c taJ as the rate ol gro:..smg OcpeauJcd on the rat1 
at wh&cn company's proUts wen: 1Uillally tax~. lbJ there Wl:II 

pwbltms ami hllgauon when dtvu.bmUs :-vcr~ pau.l ~~L uJ. au.:~ 
mutatt:d. rc~rv~s, ami lCJ a:,~:,mcut ot sha~cllohJ~;n wa:. Lh;: 
la)e<l. 
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Tax. It, however, did not favour the suggestion for 
making a grant to them in lieu of a share in tlle Corpo
ration Tax as it would amount to "circumventing" 
the Constitution. 

10.6.11 The Union Ministry of Finance, whose· 
comments were sought on this tssue, has opposed the 
inclusion of Corporation Tax in the diviSible pool 
on several grounds, viz., it is not provided for in the 
Constitution; the disadvantage to the States due to 
definitional change in 1959 has been compensated 
by the Finance Commissions by raising their share 
of Income Tax; the devolution to the States should 
be considered as a 'package'; a number of States are 
already having surpluses on revenue account conse
quent to devolutions from other sources whereas the 
Union Government is experiencing revenue deficits 
since 1979 and that the very fact of a tax being elastic 
should not be treated as a JUStification for its sharing. 
It has also been argued that the Finance Commission 
has several other ways of effecting transfer of revenues 
to the States. 

10.6.12 We have given careful consideration 
to the views of the Union Government as well as those 
of the States and the observations of the various 
Finance Commissions. We have already noted that 
at present 85 per cent of the net proceeds of Income 
Tax are distributed among the States. As a result, 
there may be a risk of the Union Government losing 
in future its interest in increasing the receipts from 
this tax. There is also very little scope for any further 
increase in the States' share of Income Tax. 

10.6.13 Further, as a consequence of the Eighth 
Finance Commission's recommendations, as much 
as 45 per cent of the net proceeds of Union Excise 
Duties constitute the share of the States. Here again, 
a significant increase in this share, if resorted to in 
future, might act as a disincentive to the Union to 
increase the receipts from the Union Excise Duties 
and look more towards non-sharable revenues. 

10.6.14 We have presented in the Table below 
the Additional Resource Mobilisation (ARM) 
efforts of the Union Government conveniently divided 
into three periods : 

(Rs. crores) 

Period Income Union Custo- Corpo- Others Total 
iax Excise ms ration 

Duties Duties Tax 

1974-75 9 ·90 1004 ·04 99·09 95·50 -95 ·48 1113 ·05 
to (0 ·9) (90 ·2) (8 ·9) (8 ·6) -(8 ·6) (100 ·0) 

1978-79 
1979-80 -Ill ·30 1153·14 1242·68 108·50 3·55 2396·57 

to -(4·6) (48 ·1) (51 ·9) (4 ·5) (0 ·1) (100·0) 
1983-84 
1984-85 -244·00 130·21 1152·27 244·00 -169·76 1112 ·72 

to -(21 ·9) (11 ·7) (103 ·6) (21 ·9) -(15 ·3) (100 ·0) 
1986-87 

Note ; Fia;urcs in parantheses are percentages to total additional 
resource mobilisation. The data is as shown in the rete .. 
vant year·s budget documents presented to Parliament. 
The negative si&n indicates taxes given up or concessions 
given. 

The above figures do not include additional resources 
raised by the Union through· revision in administered 
prices, railway fares and freight and in items·· of 

posts and telecommunications, which are ndt shai'ed 
with the States. The Table above shows that while 
there has been a negative ARM in the case of Income 
Tax, Corporation Tax has been found to be a good 
source for additional resource mobilisation. Union 
Excise Duties contributed 90.2 per cent of the ARM 
in the seventies with Customs giving only 8.9 per cent. 
In the latest period it is the reverse with Customs 
Duties contributing 103 ·6 per cent and Union Excise 
Duties only 11 ·7 per cent. There may be many 
reasons for these changes in the pattern of ARM 
but the trend is sigmticant. 

10.6.15 It is a fundamental principle of taxation 
that the taxing authority should have interest in its 
proceeds. In order to maintain this principle and 
giving a more meaningful choice to the Union among 
liscal alternatives, it is necessary to enlarge the base 
of devolution to the States but with a lower percentage 
share in individual taxes. This can be done by bringing 
into the divisible pool a major Union tax but still 
keeping a sizeable revenue source for exclusive utilisa
tion by the Union. It is, therefore, necessary to enlarge 
the base of devolution. Corporation Tax is the largest 
source of tax revenue after the Union Excise Duties 
and Customs Duties. 

10.6.16 We recommend that by an appropriate 
amendment of the Constitution, the net proceeds of 
Corporation Tax may be made permissibly sharable 
with the States, if and as Parliament may by law so 
provide. This would have the advantage of enlarging 
the base of devolution so that in the revenues of the 
States there would be greater stability and predictabi
lity in future. Further, being an elastic resource, the 
States would also benefit from its growth. 

10.6.17 The justification for enlarging the divisible 
pool also emanates from the fact that in an inflationary 
situation the gap between the expenditure and re
venues widens, particularly in case of poorer States. 
Inclusion of Corporation Tax in the divisible pool 
would enable the States to cover partly this gap, 
since this tax responds well in an inflationary situation. 

10.6.18 However, it ·is necessary to recognise 
that consequent upon inclusion of Corporation Tax 
in the divisible pool, adjustments will have to be 
carried out by suitably bringing down the shares of 
States in Income Tax and Umon Excise Duties. If 
this recommendation is implemented in the middle 
of a period dealt with by a Finance Commission it 
may create serious complications. It would be for the 
Finance Commissions constituted in future to deter
mine the quantum of transfers as well as the allocation 
among the States. 

10.6.19 Keeping in view the constraints on the 
Union's finances, we suggest that the net proceeds 
of Corporatwn Tax, while continuing to form part 
of_ the Consolidated Fund of India, should be per
IDISSJVely sharable With the States and distributed 
among th~m on the authority of law passed by Parlia
me~t _Tht_s arrangement would impart the needed 
fieXIbtlity m revenue-sharing between the Union and 
the States. 

10.6.20 A State Government has suggested that 
while . the proceeds of Customs Duty may remain 
exclusively available to the Union, which at present 



fully cover the defence expenditure-its "foremost 
Constitutional responsibility" -50 per cent of the 
revenue from Income Tax, Corporation Tax and the 
Union Excise Duties may go to the States as their 
share in Central taxes. This proposition has been 
made along with the proposals by this State Govern
ment that the Union should give up excise revenue 
on selected commodities to enable the States to raise 
an equivalent amount through additional Sales Tax 
on them and that the power to levy excise duty on 
small-scale industries should be transferred to the 
States. We have dealt with these proposals in para
graphs 10.5.03-10.5.04 and 10.5.46-10.5.48 res
pectively. Further, this State Government has suggest
ed that the divisible portion of the Central taxes be 
allocated among the States on the basis of specific 
objective criteria with given rates. 

10.6.21 States' share in the divisible pool and 
the principles of its inter-State allocation are to be 
determined on the recommendations of the Finance 
Commission which pays attention to the changing 
situations and needs of the Union and the individual 
States. As has already been discussed in paragraph 
10.6.06, the present system has considerable merit 
and it would not be advantageous to proceed on the 
basis of fixed shares. Further, if a certain set of ob
jective criteria were to be laid down before·hand, 
it will take away the needed flexibility in the revenue
sharing arrangement. The argument linking specific 
needs (viz., defence expenditure in this case) to the 
proceeds of a particular tax is not in accordance with 
the established principles of public finance. In view 
of the above reasons, it is not possible to agree with 
the scheme proposed by the State Government in 
the previous paragraph. 

Surcharge on Income Tax 

10.6.22. The Constitution provides for the levy 
of a Surcharge on Income Tax, the proceeds of which 
are not sharable with the States. The Expert Committee 
on the Financial Provisions of the Union Constitution 
(1947) had treated Surcharge for the exclusive use 
of the Union Government but had simultaneously 
warned that it should be levied ''whenever condition; 
require such a levy; obviously such occassions should 
be rare and not last for long periods". Surcharge 
was levied in 1951-52 and continued upto 1985. 
It has been used in many forms (e.g., surcharge, 
special surcharge, addit!onal .surcharge, etc.) and 
has in the past been distmgUJshed between earned 
and unearned incomes (1957-58 to 1963-64) and salan
ed income (in 1960s). Since 1975, it was being levied 
in a uniform manner till March, 1985. 

10.6.23 It may be seen from Annexure X· 7 
that not only the revenue from Surcharge. on Income 
Tax has increased sharply, Its relative Importance, 
gauged as percentage to Income Tax and Union~s 
tax revenue has also increased considerably and It 
has been co~tinued for 34 years without interruption. 
This has given rise to the criticism th~t instead of 
meeting any special expenditure requirement, the 
Surcharge was being used by the Umon Government 
as a regular source of revenue. 

10.6.24 The States have also bee!} raising the 
issue of bringing the Surcharge. ~n .lncome Tax .m 
the divisible pool before successive Fmance CoiUIDls-
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sions. The first six Finance Commissions did not 
consider this demand in view of the explicit Consti
tutional provisions. The Seventh Finance Commis
sion, however, observed significantly that "surcharge 
continued indefinitely could well be called an addi
tional Income Tax, sharable with the rest of the pro
ceeds of the Income Tax."•i The Eighth Finance 
Commission not only endorsed the views of the Seven
the Commission but went further when it observed" 
•....... for the sake of amicable Centre-State 
relations it (Union Government) should reconsider 
the indefinite continuance of the surcharge .•••.•••• 
Therefore, we suggest that with the commencement 
of the financial year 1985-86, the Surcharge be with
drawn and the basic rates of Income Tax suitably 
adjusted." 33 

10.6.25 We cannot but describe the continuous 
levying of Surcharge on Income Tax, in one form or 
the other, for thirty four years ending March, 1985*, 
as substituting a special privilege for performing 
routine tasks. We have considered the various alter
natives suggested like merging Surcharge with the 
basic rates thus making it sharable with the States, 
putting a ceiling on the period beyond which it should 
not be allowed in normal times, etc. 

10.6.26 We are firmly of the view that the Sur
charge on Income Tax should not be levied by the 
Union Government except for a specified purpos" 
and for a strictly limited period only. 

Administered pricei 

10.6.27 Revisions in the prices of items like 
petroleum, steel, cement, etc., which are produced 
mostly in the Public Sector by the Union Govern
ment, have implications for Union-State financial 
relations. It is argued by the States that an increase 
in prices of these commodities results in placing 
substantial additional resources at the disposal of 
the Union Government. On the other hand, inasmuch 
as most of these items are essential for building up 
the basic infrastructure by the States, the costs of 
these projects go up for which they are not only not 
compensated, but available resources get spread 
thinly, thereby leading to a vicious circle of delay in 
completion causing further cost-escalations. lt has 
been suggested by the States that instead of raising 
the administered prices, the Union Government 
should raise the Union Excise Duties which are shar
able, or otherwise agree to share the increased net 
receipts on account of increase in prices. Some of 
the States have suggested that such sharing should 
be applicable only in cases where the Central Public 
Sector enterprises are making profits. 

10.6.28 There seems to be an insufficient appre
ciation of the role of prices of Public Sector products 
in such proposals. The Union Government has inves
ted very large amounts in building up various Public 
Sector units mostly in such core sectors as steel, heavy 
engineering, etc. These units have not been generating 
the surpluses as expected of them for new investment. 

(32) Report of the Finance Commission, 1978, para 22, p. 82. 
(33) Report of the Eighth Finance Commission, 1984, para 5.10, 

p. 41 •. 
•Reimposed for the accounting year 1987-88 on selected in

comes as part of package measures to meet drought expenuiturc. 



Moreover, in the Seventh Five-Year Plan, one of the 
important functions of the Public Sector enterprises 
is to generate surpluses for financing of further eco
nomic development. Another important function of 
pricing is to give appropriate signals to the products 
to utilise resources efficiently and to penalise inefficiency. 
Increase in prices could be due to a variety to factors 
and it would be nearly impossible to determine whe· 
ther a part of it could be regarded as a substitute for 
increase in Excise Duty. Therefore, increases in ad
ministered prices do not easily lend themselves to sha· 
ring. The difficulty gets enhanced when other objec
tives of Public Sector, e.g., regional development, 
import-substitution, conserving a scarce product, etc. 
are simultaneously considered. 

10.6.29 We are, therefore, of the view that it would 
not be advisable to make the proceeds of increase in 
administered prices sharable with the States, 

Special bearer bonds and compulsory deposits scheme 

10.6.30 With a view to improving the Govern
ment's financial position and reducing the budgetary 
deficit and also bringing out black money, the Govern
ment of India introduced the Special Bearer Bonds 
Scheme, 1981, effective from 2nd February, 1981. 
The Scheme provided certain immunities to the 
holders of these bonds in order to encourage sales of 
these Bonds. According to the Ministry of Finance, 
an amount of Rs. 964.59 crores (Rs. 88.67 crores 
in 1980-81 and Rs. 875.92 crores in 1981-82) 
was collected. 

10.6.31 The Union Government introduced the 
Compulsory Deposit Scheme in July, 1974 as a part 
of its measures to contain inflation. The scheme had 
two parts. The first part provided for compulsory 
deposit of whole of the additional dearness allowance 
given to Government servants. This was expected to 
immobilise about Rs. 600 crores in a year. The second 
part of the scheme covered all Income Tax payers 
whose aggregate net annual income exceeded 
Rs. 15,000. There were different slabs of deposit 
rates for different income groups. It was expected to 
bring in a sum of Rs. 50 to Rs. 55 crores in a year. 
Both categories of deposits were to be repaid in five 
annual instalments together with interest. 

10.6.32 The States have criticised the two schemes 
as measures to circumvent increases in Income Tax 
or as directly resulting from the inability of the Union 
Government to administer the same efficiently, They 
have, therefore, argued that the receipts of these two 
measures should also be shared with them as they 
have the same tax-base as the mandatorily shareable 
Income Tax. It has also been argued that as they re
present savings they could be shared like the Small 
Savings collections. On the other hand, it has been 
countered that Union Government's access to these 
rescources is in the nature of loans which are not 
sharable with the States. 

10.6.33 Demand for sharing of the proceeds from 
schemes like the Special Bearer Bonds and Compul
sory Deposit (Income Tax payers) Scheme, 1974, are 
only of academic and illustrative significance today 
as these are not in force now. We are of the view that 
the Union Government should adopt such measures 
only under special circumstances when considered 

276 

necessary as part of its fiscal and monetary policies. 
Sharing of such capital receipts with States will be 
beset with a host of problems in regard to allocation, 
terms of repayment, etc. However, nothing prevents 
the Union Government from providing special pur
pose assistance to the States keeping in view its overall 
financial position and the receipts from these sources, 
if found necessary. 

Fiscal potential and resource mobilisation 

10.6.34 The above consideration of issues and 
suggestions in revenue-sharing between the Union and 
the States has been in the context of the realised re· 
venue mobilisation. The pressures felt on resources is 
a typical feature of a developing economy, The pro
blems in their sharing by the different levels of govern· 
ment are bound to be less acute if the overall availabi
lity of resources is considerably larger. Economy in 
expenditure and prudence in fiscal management, i.e., 
greater efficeincy in tax-assessment, tax-collection, 
better returns on investments on public enterprises, 
irrigation and power projects-at all levels of Gov
ernment, are equally important factors which aug
ment the totality of resources at the disposal of the 
nation as a whole. Further, the organic linkage in 
policies and measures adopted by different levels of 
Government in resource mobilisation and expenditure 
must be duly recognised. This, indeed, is the crux of 
the problem in Union-State financial relations. 

In this regard, a State Government has urged: 
"A proper development perspective for the country 
calls for greater and not less tax efforts by both the 
Centre and the States, as well as greater efficiency in 
p_ublic expenditure". We fully agree with this percep· 
lion. 

10.6.35 A thorough examination of the potential 
and directions of revenue-raising both by the Union 
and the States is desirable. In our tax structure, the 
receipts from indirect taxes now contribute well over 
threefourths of the total tax proceeds. In the resource 
mobilisation effort in future also, substantial reliance 
will have to be placed on indirect taxes. The Long 
Term Fiscal Policy announced by Government of 
India in December, 1985 seeks to introduce reforms 
both in regard to direct and indirect taxes. U contains 
directions. for r~tion~lisi_ng and simplifying tax laws 
and secunng umform1ty m procedures for direct taxes. 
It also aims at simplification of Central Excise Duties 
introduction of MODVAT, reduction in arrears and 
periodic upgradation of specific • duties. Although in 
the Constitution, the taxation p~wers of the Union 
!lnd the Sta~es are not c~ncurrent, functionally (e.g., 
m terlil;S of 1mpac~ on pr~ces and elasticity of taxes), 
the Unwn taxes hke Exc1se Duties/MODVAT Cen· 
tra! Sales. T~, et_c. interact with the States' Sal~s Tax. 
Th1s has 1mphcatwns for actual use of taxation power 
by the Stat~s. Th~ . States complain that the Union 
G?vernment s polic1es have restricted their scope to 
ra1se ~evenues from Sales Tax. There have been con
Jultat_wns between the Union and !he States to levy the 
<;ons1g_nment Tax. A comprehensiVe and expert con
SideratiOn of _reforms in taxation w1ll be necessar 
to place cons1der';ltio~ o~ U~ion-State tiscal relation~ 
by the concerned mshtutwns m a proper perspective. 

_10.6.~6 We recommend that an Expert Committee 
w1th su1table representation on its penal from th ' 
States, may be appointed by the Union Governmen~ 



to recommend desirable directions of reforms in ta
xation and, Inter alia, consider the potential for resour
ce mobilisation by the Union and the States. The report 
of this Committee should be placed before the Stan
ding Finance Sub-Committee of the National Eco
nomic and Development Council, the establishment 
of which has been recommended in Section 9. 

7. PATTERN OF DEVOLUTION 

Issues 

10.7.01 We have noted that the devolution of re· 
sources from the Union to the States has been very 
significant. These transfers are crucial in effecting a 
balance in the sharing of over-all resources between 
the Union and the States and their distribution among 
the States inter se. Following are the important issues 
that have been raised in respect of the pattern and 
efficacy of devolution of resources from the Union 
to the States : 

(i) The devolutions effected on the recommenda
tions of the Finance Commission -a body 
which has its origin in the Constitution-cons· 
titute only a part of the total transfers. Bulk 
of the transfers made for the Plan and other 
purposes under Articles 282 and 293 are 'dis· 
cretionary', and by implication allow free
play to the Union Government's choice in 
respect of their magnitude and allocation. It is 
alleged that the expectations of the Constitu
tion-makers that the devolution of resources 
from the Union to the States through the me
chanism devised by them, in an impartial and 
'automatic' manner free from 'interference', 
has suffered change. 

(ii) Some expert studies have highlighted the ini
quitous nature of the Central transfers with 
respect to allocations among the States. A few 
less-developed States have suggested special 
dispensation to them in Central transfers. 
Apart from the above issues, another aspect 
is whether the Union Government is transfer
ring sufficient resources to the States. Before 
considering the above-mentioned issues, we 
may briefly review the factual position on the 
pattern of devolution of resources from the 
Union to the States. 

Pattern of Transfers 

10.7.02 Devolution of resources from the Union 
to States may be placed under three categories : 

(i) transfers based on the recommendations of 
the Finance Commission; 

(ii) transfers by way of assistance 'for execution 
of the Plan recommended by Planning Com
mission, including Centrally Sponsored Sche
mes; and 

(iii) Others consisting of small savings loans, assis
tance for natural calamities, etc. canalised 
through the Union Finance Ministry. 

Annexure X. 4 summarises the pattern of over-all 
transfers of resources from the Union to the States. 
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Statutory transfers 

10.7.03 Transfers effected on the recommendation 
of the Finance Commission (called by some as 'statu
tory transfers') are normally determined for a period 
of five years. Bulk of these transfers are unconditional 
and have a built-in buoyancy with respect to the 
growth of the concerned tax receipts. In the totality 
of resource-transfers, those on the recommenda
tions of the Finance Commissions accounted for 40 
.per cent during the period 1951-85. 

Central Plan Assistance 

10.7.04 A substantial part of the transfers in the 
second category are by way of assistance for the exe
cution of the State plans. These accounted for 31 per 
cent of the total resource transfers from the Union 
to the States during the period 1951-85. If to these 
transfers are added those on account of Central and 
Centrally Sponsored plan-schemes. the totality of 
plan transfers during the period 1951-85 works out 
to about 41 per cent of the total transfers. The Central 
assistance for the plan is based on the recommenda
tions of the Planning Commission. It includes both 
loans and grants. During the Sixth Plan period the 
grant component in the total plan transfers was about 
56 per cent. A large part of the Central assistance 
for the State plans is allocated on the basis of the Modi
fied Gadgil Formula 84 and other pre-determined con
siderations. We have discussed and commented on 
this aspect in detail in the Chapter on Economic 
and Social Planning. 

Other Transfers 

10.7.05 Besides the transfers effected on the 
recommendations of the Finance Commission and 
on plan account, the Union Government gives grants 
and loans for various other purposes, like relief of 
natural calamities, improvement of roads, upgrading 
the salaries of teachers, relief and rehabilitation of 
displaced persons, etc. These comprise the third 
category. During the period 1951-85 such transfers 
accounted for about 19 per cent of the total transfers. 

34. The formula (popularly known as Gadgil Formula) 
for allocating Central assistance for State Plans was originally 
evolved in 1968 and modified in 1980. After keeping aside 
provisions for the special-category States and some other specific 
purposes, the amount of Central assistance allocated among the 
States in the original and modified formulae has been on the 
following criteria : 

Criteria 

1. Population 
2. Per capila income below the national 

average 
3. Per capita tax-effort 
4. Outlay on continuing irrigation and 

power projects 
5. Special problems . 

TOTAL. 

Weights (per cent) 

In the 
original 
Formula 

60 

10 
10 

10 
10 

100 

As modi
fied hy 
NDCin 
1980 
(Modi· 
fied 
Gadgil 
Formula) 

60 

20 
10 

10 

100 



Transfers on Revenue Account 

10.7.06 The pattern of Central transfers on 
revenue account (Annexure X ·8) shows that the 
transfers on the recommendations of the Finance 
Commission, comprising tax-shares, grants-in-aid 
under Article 275(1) and grants in lieu of other taxes, 
in the various Plan periods have generally been well 
over 60 per cent of the total transfers on revenue 
account. The 'shares in taxes' and grants-in-aid under 
Article 275(1) have reinforced each other to maintain 
a fairly stable share of such transfers taken together. 
The share of 'other grants' under Article 282, which 
are given as part of the Plan assistance for the various 
schemes of the Union Ministries. natural calamities, 
etc., outside the purview of the Finance Commission, 
has been significant and, on the average, a little over 
37 per cent. 

Transfers on Capital Account 

10.7.07 The position of the States is significantly 
different on capital account as their borrowings 
other than the Central lo11ns-reckoned as their 'own' 
resources are also to be allowed bv the Union Govern
ment in accordance with Article 293 of the Constitu
tion. Transfers to the States for financing rapidly 
increasing Plan outlays have been largelv in the form 
of Central,oans (gross). The trends in the pattern of 
States' indebtedness as given in Annexure X· 9. 
signify more than 70 per cent share of the Central 
loans in States' indebtedness and also a declining share 
of their internal debt-from"the market and~financial 
institutions. 

Transfers and financing of States' Expenditure 

10.7.08 Financing of revenue expenditure of 
the States by different sources individuallv (Annexure 
X ·10) an<! Cumuletively (Annexur.· X.11) throws 
further light on the respective roles of States' 
own resources, Central transfers, the pattern 
of Central transfers and trends in States' finances. 
The 'own' resources of the States on the average have 
had 62 per cent share in financing their revenue ex
penditure. However. the 'share in taxes'. which is 
the category most pref~rred by the States in view of 
its statutorv and condition-free status and buovancv. 
has been significant (23 oer cent during 1951-85) 
and rising over the neriod. The two together, consti
tute 85 oer cent of the States' revenue expenditure 
during 1951-85. If to this are added, 'grants-in-aid 
of revenues under Article 275(1)' and 'grants in lieu 
of other taxes, etc., also given on the basis of the 
Finance Commissions' recommendations. the total 
accounts for the financing of about 89 ner cent 
revenue exl'enditure of the States. The scheme of 
financing of States' revenue expenditure resulted in 
an over-all surplus of 4 ·4 per cent during 1951-85. 
and has been quite substantial since 1974-75. The 
Statewise position would, however, show significant 
variations. 

'Statutory' Vs. ,'Discretionary' Transfers 

10.7.09 It is often alleged that inasmuch as onlv 
40 per cent of the total transfers frotn the Union have 
been effected on the recommenrlations of the Fill·~~~ 
Commission envisaged in the Constitution, the ~alan
ce of transf~n has been discretionary in character. 
It is contended that Article 282 was intended to be 
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a sort of residuary Article to take c~re of unexpected 
kind of things, inter alia, for makmg marginal ~d
iustments; but the Plan grants ~!lade by the Um.on 
In exercise of its power under Article 282 by assummg 
a dominant role in devolving resources to the States, 
have distorted the Constitutional scheme. We have 
noted that although the financial assistance given to 
the States on the recommendations of the Finance 
Commission has substantially increased since 
the period of the First Five-Year Plan the bulk of 
the transfers (close to 60 per cent during the period 
1951-85) have been in the form of Plan and 'other 
transfers'. 

10.7.10 This criticism has two aspects-~ne 
technical and academic, the other oblique and Im
putative. As re11ards .the first, th~se transf~rs under 
Article 282 are discretionary only m a techmcal sense, 
as <'pposed to mandatory. Whereas s~aring with or 
assignment to the States by the Umon of the net 
proceeds of certain taxes mentioned in Article 270 
and 269 (on the advice of the Finan~e ~ommissi.on) 
is mandatory, there is no such Cons!Itu!Ional obliga
tion on the Union for making grants to the States 
under Article 282. The oblique aspect of this criticism, 
however, raises the question whether in substance 
and practice. the transfers made for Plan purposes 
under Article 282 on revenue account to the States 
are discretionary in the sense that they allow free
play to the U~ion Governme~t's choic~ in respect 
of their magmtude and relative allocatiOn. 

10.7.11 So far as the Plan transfers are concerned 
the size of Central assistance for the Plan is deter
mined as part of the exercise for the financini! of the 
Five-Year Plan, which is approved by the National 
Development Council on which all the States are 
represented. Any increase in the actual devolutions 
to the States over the Five-Year Plan estimate cor
responds to the assessed needs for the Plan on annual 
basis. This is effected on the advice of the Planning 
Commission. Indeed, there has not been any criticism 
from the States on increasing the flow of Central 
Plan assistance to them as compared to the Five-Year 
Plan estimate or on its inter-State allocation. So far 
as the allocation of Central assistance for the State 
Plans is concerned, as has been discussed In detail 
in the Chapter on Economic and Social Planninj!, 
hulk of it is decided in terms of the Modified Gadgil 
Formula and other objective determinants and special 
investments (including Tribal and Hill Areas Sub
plans) which are also approved by the National De
velopment Council and are subject to review by that 
bodv. These do not leave any significant discretion 
to the Planning Commission which is confined to 
onlv 10 per cent allocation of Central assistance 
under the Modified Gadgil Formula .. Jn the case of 
the -centraJiv Sponsored Schemes also, the pattern 
of financiM. viz., Central assistance vis-a-vis States' 
own contrihution, for the various schemes is deter
mined and known well in advance. The States have 
also not ohiected to the flow of Central assistance 
•s such in this respect. The thrust of their comolaint 
is on the system of matching contribution and their 
allePedlv in"dequate involvement in the formulation 
of these schemes. These aspects, though otherwise 
verv imnortant. should not confuse the issue in ques
tion. We have dealt with them in detail in theChapter 
on Economic and Social Planning. 



10.7.12 So far as the category of 'other transfers' 
(for natural calamaties, etc.) is concerned, the va
riety ·of purposes for which they are made by their 
very nature cannot be sufficiently anticipated by 
either the Finance Commission or the Planning 
Commission. Such transfers are purpose-specific and 
have to cater to the contingent problems which 
arise from time to time. These transfers hcing mostly 
on revenue account, do not carry much repayment 
liability on the part of the States. The States have 
not voiced any serious complaints against these 
transfers. The Study Team of the Administrative 
Reforms Commission, which examined in detail 
the u;e of Article 282 for such grants observed that 
'a Constitutional amendment defining or restricting 
the scope of the Article is, therefore, not necessary, 
specially because to meet unforeseen situations, the 
Centre should have a degree of flexibility in the use 
of The Article.' 35 We fully endorse this observation. 

10.7.13 In view of the above, the Plan and ottter 
transfers which are labelled 'discretionary' do not 
amount to subversion of the Constitutional scheme. 
They cannot be considered either unreasonable or 
discretionary in a literal sense as their allocation 
follows predetermined criteria, or is tied to meet 
specific requirements of the States. The large mag
nitude of Plan transfers should not pose any con
troversy in this regard as the framers of the Consti
tution could not anticipate the extent of develop
ment resource-needs under the Plans of the States. 
The significant growth of Central assistance to 
States for planned development is, indeed, a natural 
response to such needs. The crux of the matter is 
that the States' participation in the planning process 
should be such that the Plan transfers are treated 
by them as part of a commonly agreed programme 
for the deployment of the nation's resources. We 
have discussed at length this aspect in the Chapter 
on Economic and Social Planning. In addition, 
in Section 8 we have dealt in detail with the contrr · 
versy whether the Finance Commission could alsL 
attend to the assessment of financial requirements 
for the Plan. 

10.7.14 We are of the view that the controversy 
between statutory vs. discretionary transfers to the 
States is based more on theoretical than realis~ic 
considerations. It is not humanly possible to devise 
fool-proof formulae which would make the totality 
of Central transfers conform fully to the ideal of 
'automatic and free-from-interference' devolutions. 
Some amount of flexibility and room for subjective 
judoement will have to be left to the concerned 
·institutions to deal with the specific situations as 
they arise. What is really important is that the insti
tutions involved should function in a fair and non
partisan manner and take decisions with due discern
ment and expertise, which are implicitly acceptable 
to tho States. 

Equity in Tran~fer§ 

10.7.15 An important direction of enquiry in•the: 
Union-State financial relations is whether the trans
fers from the Union to the States have satisfied the 
basic principle of equity. The Directive Principles 

35~ Government of India-Administrative Reform~ Co.m~ 
mission-Report of the Study Team on Centre-State R'!latwnshzps 
(1967), Vol. I, para 4.23, p. 28. 
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of State Policy enshrined in the Constitution require 
t~at the 'State' should strive to minimiso inequali
ties amongst groups of people residing in dillcrent 
areas. In our country, both inter-State and intra
State disparities are glaring and persistent in the 
backdrop of overall under-development. Lack of 
adequate financial resources has been recognised 
to be one of the basic constraints in the develop
ment of the backward areas. Provision for necessary 
administrative services, social and industrial in
fra-structural facilities is crucial for mitigating 
regional disparities. -

10.7.16 A number of empirical studies have been 
made to ascertain how far the transfers effected have 
been progressive. In Annexure X.l2 we have sum
marised the data indicating per capita transfers 
throu)!h channels of the Finance Commission, Plan
ning Commission and the Union Finance Ministry. 
It will be observed that for several States, which are 
economically backward, the per capita transfers are 
lower than the all-States' average. The findings of 
the various studies indicate broadly that the trans
fers on the recommendations of the Finance Com
missions and the Planning Commission have not 
been significantly pro)!ressive in earlier years. How
ever, during the last three Five-Year Plan periods 
there has been considerable improvement in this 
regard. Transfers falling in the category of 'other 
transfers', which are mostly purpose-specific, have 
been found to be generally regressive, tending to 
iilute the progressivity of overall transfers to the 
States. Similar has been the pattern of allocation 
of the institutional finance from the commercial 
banks, term-lending financial institutions, etc. On 
the whole, several of the less-developed St:: tes have 
been getting less that the average per capita devolu
tion and share in institutional finance. This has 
contributed to the persistence of regional disparities 
in the country. 

~ 10.7 .. 7 Finance r Commissions carry out a reas
sessment of forecasts of revenue receipts and expen
diture (on non-plan account) of the States before 
determining the devolutions necessary. Their for
mulae of tax devolutions have generally resulted in 
leaving substantial surpluses with about half the 
number of States. In the case of States still remaining 
in deficit, grants-in-aid under Article 275(1) have 
heen given to make good the assessed gaps and needs. 
Resources of different States d11Ter considerably 
owing to widelv varying levels of development. Five 
or six State• which have a better resource-ba>e have 
surpluses from their own. resources. Any further 
devolution only adds to the1r surpluses. Some other 
States, though not as well-off in respect of their own 
resources, reach the stage of surpluses consequent 
upon devolution of resources by the Fmance Com
mission. 

10.7.18 The weightage given to population size, 
which is essentially a scale factor, as a major cri
terion in the formulae of devolutions, when com
bined with other criteria, has resulted in lower 
per capita transfers to the less-developed States. 
The last two Finance Commissions, however, sought 
to evolve formulae with greater progressivity, by 
further emphasising the poverty criteria. 



10.7.19 However, during the five-year period, on 
account of inflation, States' expenditure has gone up. 
To some extent it is compensated by incrrase in 
revenues on account of buoyancy in tax receipts. 
The States with revenue surpluses are better equip
ped to meet the adverse impact of inflation. On the 
other hand, grants-in-aid being fixed for most part, 
the effect of inflation is felt much more by the 
States in receipt of a larger proportion of grants. 
These States are precisely those which are less de
veloped and lack the essential infra-structure which 
alone can enable them to develop quickly. The Seventh 
Finance Commission had observed as under : 

'........ a Finance Commission's scheme of 
transfers which leaves a few States with subs
tantial surpluses on revenue account which can 
be ploughed back into fresh investments, and the 
rest of the States with a zero surplus, could con
tribute to widening of the economic disparities.' 36 

10.7.20 The application of the Modified Gadgil 
Formula (increasing the weightage of the 'States 
having per capita income below the national average' 
from 10 to 20 per cent in lieu of the 'expenditure on 
continuing irrigation and power projects') and 
provision of special Central assistance for the Tribal 
and Hill Areas Sub-Plans, North Eastern Council 
and Special Component Plans, has made the allo
cation of Central Plan assistance more progressive. 

10.7.21 Many suggestions have been placed before 
us in regard to the basis for inter-State allocations. 
The less-developed States have argued strongly in 
favour of formulae which would place mote resources 
at their disposal. On the other hand, the States 
with revenue surpluses have pointed out that they 
have their own peculiar problems, e.g., management 
of large metropolitan cities which, while generating 
resources, also require very large investments for 
providing essential services. 

Backward Areas 

10.7.22 Provision for the special needs and basic 
requirements of the backward areas, particularly in 
the backward States, would necessitate increasing 
attention to them m the allocation of funds by way 
of special provisions on soft term~ over and above 
the general formula d~volutions. The Union Govern
ment has a crucial role in helping the backward 
areas to get over the initial hadicap of p;lOr basic 
infra-structure. This would involve inve~tments which 
may not produce returns for long years and, for the 
gestation period, need sub;idisation by the Union 
Government. It is, indeed, in the long-run interests 
of the backward regions, and the country also, that 
by creating stimuli for devdopment, they are 
helped to generate their own resources, rather than 
remain dependent indefinitely on the . largesse of 
the Union, or the State Government, as th~ case might 
be. At the same time the overall resources being 
scarce, there is ntcd for caution to ensure that the 
incentives given to the backward rc::;ions for acce
lerating their development do not, in th.: reverse, 
jeopardise for want of rcsource3, the tempo and 
levels of development achi._ved in the relatively 
developed areas. 

36. Rt?port of the Finance Comnrission, 1978, Chapter 9, 
Para 17, p. 81. 
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10.7.23 The financial problems of backward areas 
are, indeed, challengin~ and involve both .availa
bility of sufficient financtal resources and thetr effec
tive utilisation. Jt will be necessary to ensure that 
the less-developed or backward areas and States 
get ·adequate resources to m~ct their special rtquire
mcnts and bring their standards of administ.ration 
at par with the advanced States. Both the Fmance 
Commission and the Planning Commission will 
have to take coordinated and concerted action in 
devolving adequate resources to the less developed 
States and those having large backward areas. The 
Planning Commi~sion will have to take a compre
hensive view of the flow of Central investment and 
other institutional finance to the less-developed 
areas. Suitable institutional mechanisms need to be 
devised to ensure financial support and tying-up of 
the funds to the specific c projects in such areas. 

Union ·s Finances and Transfers 

10.7.24 Another issue which is important in 
the context of Union-State financial relations is 
whethter the Union Government has been making 
reasonable transfers to the States and, further, whether 
these could be significantly enchanced. It mav be 
seen from Annexure X.l3 that, of late, the Union 
Government has been transferring about one-third 
of gross resources raised by it to the States-the 
revenue account transfers showing an upward trend. 
Transfers from th~ Union continue to play an im
portant role in meeting the expenditure of the States. 

10.7.25 lt is significant that since 1979-80 the Union 
Government has been running a deficit on revenue 
account. (Annexure X-14). The Balance from Current 
revenues became negative in 1985-86. During the 
Seventh Plan period, the Balance from Current 
Revenues has been estimated at (-) Rs. 12,011 
crores. Thus, over the last several years the Union 
Government has been finding it increasingly diffi
cult to med its obligations on revenue account from 
its current budgetary resources and has had to take 
recourse to meeting them from borrowed funds. 

10.7.26 As noted earlier in para 10.4.17, approxi
mately three-fourths of the non-Plan expenditure 
of the Union now consists of defence, interest pay
ments and subsidies. In recent years, massive anti
poverty programmes have been taken up and these 
have added substantially to the revenue expenditure. 
Of the total receipts (gross) in 1986-87, defence in
terest payments and subsidies absorb 36 Per cent, 
transfers to States and Union Territories 29 per 
cent, leaving 22 per cent for Central Plan and 13 
Per cent tor Union's non-Plan expenditure. 

10.7.27 The broad analysis of the pattern of Union 
Governmcnt_'s eXPenditure on revc~ue account beings 
out that whtle on development stde expenditure on 
high priority items has been provided, in the non
developmental component, because of compulsions 
of def~nce, interes~ .Paym~nts, subsidies, etc., not 
much manoeuvrabthty extsts. Further, in addition 
to transfers of resources in the form of tax-shares 
and stat.ut.ory and Plan grants substantial expenditure 
on sub.>tdtes and Central Sector and Centrally spon. 
so red Schemes goes to benefit the States. The Union 



Government is thus already transferring substantial 
resources to the States. Under the prtscnt circum
stances, there is need to pay attention to structural 
changes in transfers for which there is apparently 
greater scope. 

10.7.28 However, the resource needs of the States 
also are not to be understated. The over-all situtation, 
therefore, calls for all-out efforts to raise resources, 
increased rationality in their allocation at the two 
levels of Governm~nt, a judicious prioritv-ordering 
and improved efficiency in re~ource-manag~ment. 

Pattern of expenditure of Union and States 

10.7.29 The over-all eXPcnditur c of the Union and 
the States has grown rapidly, especially in the wake 
of the fast-rising Plan exPenditure. Tht annual trend
rates of growth work out to be 14,30 per cent in case 
of the Union and 13,52 per cent in case of tho States for 
the period 1951-85. Theproportionofdevelopmental 
expenditure on revenue account has been rising in the 
case of the Union as well as the States. (Annexure 
X.15). On capital account, an overwhelming part of 
the expenditure is incurred for developmental pur
poses. Net disbursements of loans account for about 
half of the Union's capital expenditure and more 
than one-third of that of th~ States. Development 
loans constitute about three-fourths of the loans 
disbursed. 

10.7.30 Several experts have pointed out that sub
stantial expenditure is incurred by both the Union and 
the State Governments on schemes which have come 
to b~ known as populist m~asures. These are often 
uneconomic but are supposed to earn popularity for 
the sponsoring Government. It will be in the best 
interests ot the concerned Governments to take ex
plicitly into account the high opportunity-cost of 
such schemes and to examine whether any important 
programmes of develofment are compromised due 
to such diversion of scarce resources. 

10.7.31 The Union Government provides directly 
large subsidies. for a number . of items o~ which 
fertilisers subsrdy, food subsrdy and subsrdy for 
promotion of exports, .constitute the bulk. The 
State Governments also g1ve sub3ldres on schemes of 
food and nutrition, interest payments and on certain 
schemes for the benefit of the weaker sections. Apart 
from subsidies wh'ch can be directly seen as such, 
subsidisation is also inherent in a variety of 
m,asures, e.g., exemption fully or partially from a 
ta~ or duty; allowance to channelise investments 
into plrticular sectors; rdund ot c~rtam taxes t.o 
exporters, etc. Cross:subsrdres are g1vet;r by pubhc 
corporations to partrcular groups of chents at the 
expense of oth~rs. 

10.7.32 The total amount of (i) direct, (ii) indirect 
and (iii) cro~s-subsidies is thus very. large. The share 
ot direct subsidies has been substant1al smce 1977-78. 
Unfortumately, no rel~a~le ~stima~e, especiallv of 
indirtct and cross-subsrdres, ts. avatlable. The need 
for keeping down the expendrr.ure o.n account ?f 
these subsidies has been tmphas.tse~ ltme and a¥am. 
Th~ essential point to _recogntse rs that subs1d1es 
introduce a distortion ill the economy. Flow _of 
resourcee is dirtcted away from sectors t.o wh1ch 
they would have normally been apphed. It rs not to 
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sugg~st that all subsidies are per se wrong. But it is 
very important to scrutinise to whom the b~nefits are 
realy flowing. Each type of sub>idy needs to be 
carefully review,d from the point of view of overall 
impact on the economy and consideration of growth 
with social justice. 

10.7.33 It is necessary that a comprehensive paper 
on direct, indirect and cross-subsicl ics, covering both 
Union and Stctte Governments, is prepared by the 
Planning Commission every year and brought up 
before NEDC for discussion >ince tht increasing 
burden of subsidies has a direct relevance to the 
availability of resources for the execution of the 
Plan. 

Union's Expenditure on State Subject. 

10.7.34 It has been p~inted out that the Union 
Government incurs a lot of expenditure on main
taining establishments and on schemes relating to 
subjects which fall in the State list or the Concurrent 
List of the Seventh Schedule, e.g., Agriculture, 
rural Development, Cooperation, Education, Health, 
etc. Bulk of such expenditure is channelised through 
the Ctntrallv Sponsored Schtmcs either as grants 
or loans. In case of many schemes, the Union and 
the States share the expenditures. We have taken 
note ot a study" which has tried to project the issue 
empirically by showing that very high expenditure 
is being incurred by the Union Government, directly 
or through Cental institutions, on Centrally Spon
sored Schtmes in violation of directives ot the NDC 
in this regard, on subjects v.hich belong to the 
States. We have dealth with various aspects of 
Centrally Sponsored Sch·;mes in the Chapters on 
Economic and Social Planning and Agriculture. 

8. ROLEOFTHEFINANCECOMMJSSION 

Constitutional Pro\·isions and Evolution 

10.8.01 We have earlier noted the inevitablilty of 
sub;tantial transfer of re>ourccs from the Union to 
the States. Another important aspect is the allocation 
of the resources so transferred among the States with 
wide differentials in fiscal capabilities and needs. The 
Constitution provides for the setting up of a Finance 
Commission periodically for this purpose. Article 
280(1) enjoins on the President to constitutca Finance 
Commission, within two years of the commencement 
of the Constitution and thereafter at the expiration 
of every fifth year or before. if it is considered nece
ssary. Clause (2) of that Article impowers Parlia
ment to determine by law the rcquhite qualifications 
ot its members and the manner of their selection. 
Clause (3) of the same Article enumerates the duties 
of th~ Finance Commission. It reads as under : 

"(3) It shall b~ the duty of the Commission to 
make rccvmmcndations to the President as to -

(a) the distribution between! the Union and the 
States of the net proceeds of taxes which 
are to re, or may be, divided between them 

37. G..:orge, K. K. and Gulati, J.s.-·central Inroads into 
State Subjects : An Analysis of Economic Service's, Economic 
and Political Weekly, Vol. II, No. 14, April 6, 19M5, pp. 592-603. 



under this Chapter and th~ allocation between 
the States of respective shares of such pro
ceeds ; 

(b) the principles which should gJvern the grants
in-aid of the revenues of the States out of 
the Consolidated Fund of India ; 

(c) any other nutter referred to the Commission 
by the President in the interests of sound 
finance." 

10.8.02 It w;mld b~ pertin:nt to consider broadly 
the p:1sition in this reg.ud in some of the other 
federations in the world. In USA and Canada the idea 
of an independent or regular agency for this purpose 
did not find acceptanc.e. The Australian Common
wectlth Grants Commiss1on is an advisory body esta
blished by an Act of Parliament ,,nd reLommends 
on special grants to the claimant States or on any 
other issue referred to it by the federal govern
ment. 

10.8.03 In the absence of a well laid down and 
Constitutionally recognised institulional mechanism 
for revenue-sharing between the federal and unit 
Govemm~nts, in some of the countries numerous 
adjustments had to be resorted to. In the first place, 
b~c:mse of c;mcurrent taxation, in countries like 
USA, Canada and Australia, "which level uses what 
kind of tax and to what extent has been decided more 
by custom and negotiation, embodied in statute or 
agreem:;lt, than by constitutional provision".•• 
In USA, the tax system which camt. to be developed 
over the Years is described to be 'uncoordinated and 
over-lapping, 39• In Canada, recourse had to be 
taken to elaborate tax-rental arrangements. In Aus
tralia, at least in the initial years, the interests of the 
p:lorer states suffered. Even in West Germany, the 
Constitutional provision specifying the shares of the 
Laender (State) and Local governments, came to be 
incorporated between 1955 and 1967 after facing 
serious problems. 

10.8.04 The processes of inter-governmental trans
fers in other federations, besides other problems, are 
often intricately linked with political understanding 
and h~ve given rise to controversies. For example, 
in USA, federal grants are b~s~d on agreements en
f<>rcing strict conditionality on the State and Local 
gJvernments. Th! shift towards general grants in 
1982, ac~~mpanied by substantial overall cuts is 
understood to have created serious problems for the 
States to implem!nt social programmes. In Canada, 
the policy of revenue equalisation grants has always 
b~en pJlitically controversial. The trend towards 
'provincialisation' of federal funds is said to have 
reduc!d the ability of fedLral g wernment to re
distribute financial resources and has brought up 
the question of national standards. In Australia, 
the Commonw~alth Grants Commission recom
mends special purpose grants to the claimant States, 
but the general grants are determined largely on the 
bHis of discussions at the political level. In West 
Germany, the probl<m ol matching the revenues 

38. Advisory Commission on Inter-governmental Relations 
USA-Studies in Comparatil'e Federalism : Australia, Canada' 
the United States and West Germany (1981). p. 43. ' 

~9. Ibid. p. 42. 

and needs of the poorer States is sought to be solved 
through vertical and horizontal equalisation pay
ments and inter-governmental grants and subsidieS 
f,H special and joint projects. 

10.8.05 The Finance Commission in India, in 
contrast, because of its Constitutional status, consti
tutes as unique arrangement. The framers .of ~he 
Comtitution by building it into the ConstitutiOn 
and by making it an expert body, removed the de
volution of resources from the arena of political 
b:~rgJining. The role assigned b} the Constitution 
to the Commission has been deliberately given an 
advisory character. In a technical sense its recom
mendations are not definitive or self-executing. 
Parliament has been given the supreme authority 
to oversee the action taken by the Union Executive 
on the recommendations of the Commission. This 
has been ensured by requiring th, Union Govern
ment to place bdore each he use of PaJliament every 
recommendation made by the Finance Commission, 
together with an explanatory memorandum as to the 
action taken thereon. 

Issues 

10.8.06 The Constitutional status accorded to 
it and its functioning as a semi-judicial expert body 
hJs earned for the Finance Commission high regard 
of the Union and Stat~ Governments. However, 
some aspects of the working of the arrangements 
have attractod criticism. This criticism may be classi
fied into fout' categJries : 

(i) Deficiencies in the institutionararrangcments 
envisaged in the Constitution.-

(ii) Constrainst imp~sed by the Union on the 
Finane~ Commission by prescribing ceria in 
terms of reference. 

(iii) Non-implementation of important recom
mendations of the Finance Commission by the 
Union Government. 

(iv) Problem> arising out of the methodologies 
followed by the Finance Commissions. 

10.8.07 While many State Governments are of the 
view that the existing institutional arrangements are 
adequate, someofthem desire that its functions should 
be enlarged. Some of them have drawn attention to 
the fact that since Finance Commissions are esta
blished Periodically, their approach has been inevi
tably somewhat ad hoc and there has been lack of 
colliinuity from one Comimission to another. They 
ha~e suggested. a more permanent set-up. The 
vanous suggest1ons could be broadly classified as 
under : 

(a) Tho functions of the Finance Commission be 
enlarged. It should also consider Plan and 
othe: transfers and/or undertake compre
hensive annual/periodical reviews of the finan
cml performance of the Union and State go
vernments. 

(b) The Finance Commission should be made a 
p"rmanent or standing body to cop~ with 
enlarged responsibilities. 



(c) The. c?ordination bet~een the Finance Com
~msswn and Plannmg Commi~sion is very 
~mportant at;td should be improved, so that an 
mtegrated VIew on the flow of Central assis
tance to the States becomes po~sibl~. 

(d) It should. be provided with a pmnane;1t and 
well-eq~1pp~d secretariat to carry on studies 
and ma•ntam operational continuity for the 
benef1t of the subsequent Finance Commis
sion. 

. 10.8.08 The Finance Commission's recommenda
twns generally remain effective for a period of five 
years. M~ny changes take place during the period 
m the estu:nates made by the Finance Commission 
at the begmnmg. Some of the State Governm nts 
hav~ .dra':"n attention to the fact that their finan~ial 
P_:>SJtwn .1s adversely affected by inflation and va
~lous actwns of the Union during this period. There 
IS at present no mechanism to take care of the im
pact of these changes and provide relief. 

10.8 .. 09 It is argued that only one agency should 
deal WJth all the transfers, as the present dichotomy 
b~tween plan an.d non-plan transfers is unnecessary 
and cre.ates a.vo1dable problems arising from difTe
rences. m. est1!llates and norms. Since the Finance 
Cot;ttmJSSJon IS the only institutional mechanism 
env1s~ged. by the Constitution to recommend de
Vvlut!ons mall aspect~ it would be belt appropriate 
that 1t should deal With the problems in their .en
tJr~ty. Another sugJestion is that the two bo<lies 
should be merged. 

Enlargement of Functions 

. 10.8.10 There has beel.l so~e divergence of opi
mon as to whether the JunsdJchon of the Finance 
Commission under Article 275(1) is limited to grants 
on revenue ~ccount, and capital grants needed to 
meet expenditure on Plan schemes are outside its 
purview. The First Finance Commission was of the 
opinion that this problem has to be considered "in 
the l~rger Perspective of ensuring an equitable al
locatwn of resources among the units". On this 
broad premise, the Commission recommended 
special grants-in-aid to eight States for development 
of primary education. The Second Finance Com
mission took a different view. In its opinwn, there 
was no scope under Article 275(1) for special purpose 
grants for removal of inequalities in the standards 
of basic social services in States and that this function 
in a planned economy belonged to the Planning Com
mission and the National Development Council. 
The Third Finance Commission took a view similar 
to that of the First regarding the broad scope of 
Article 275 and recommended 'special grants' to 
ten States for development of communications, 

10.8.11 The issu~ was clinched by the Fourth 
Finance Commission when it obeserved : 

"The Constitution does not make any distinction 
b~tw~en plan and non-plan expenditure, and it 
is not unconstitutional for the Finance Commis
sion to go into the whole question of the total 
revenue eXPenditure ol the States. It has been 
pointed out to us that the reference to •'Capital and 

recurring sums" in the first proviso to article 275(1) 
of the Constitution sugg!sts that even capital ex
Pe:tdJture need not necessarily be outside th, 
scope of the Fmance Commission. It is. howcvc1~ 
ntccssary to note that t.he importance of planned 
econom1c development IS so nreat and its imple
mentati<?n so essential that there should not be 
any dJVJsJon of respon.sibi!ity in regard to any 
elem.~nt of plan expe~dJture. T~e Planning Com
mtssJon has been specmlly constituted f,,r advising 
the Government of India and the Stat• 
Qovernments in this regard. It would not b: 
approJ?riate for tho Finance Commission to tak~ 
upon Itself the task of dealing with the States' 
new plan expenditure."••. 

10 .. 8.12 The Fifih Finance Commission also held 
that m the lang':'age of.Articlc 275, "there is nothing 
to exclude from 1ts purvieW grants for meeting revenue 
expenditure on Plan schemes, nor is there any ex
phcJt bar against grants for capital purposes." How
ever, 1ts te1·ms of reference required it not to take into 
account th~ Plan for purposes of recommending 
grants-m-tud under Article 275. It did not even 
ag:·ee to recommend grants fM higher expenditure 
?utsJde. the Plan on specific social services for 
JJ?lProvmg their levels "as it would blur the entire 
dJVJswn of funcdons between this Commissic,n and 
the Planning Commission."" 

.10.8.13 One of the terms of reference of the Sixth 
Fmance Commission enjoined it to assess the non
Plan capital gap of the States for the Period 1974-75 
to 1978-79. Adopting a pragmatic approach the 
Commission described "the separation of re~enue 
from capital expenditure anc: of non-plan from plan 
expenditure" in re-assessment of States' forecasts 
as one of the "gt'ound rules."" 

10.8.14 The approaches of the Seventh and the 
Eighth Finance Commission marked a significant 
departure from the earlier one. They recommended 
some capital grants for the upgcadation of levels of 
administration. The Eighth Finance Commission, 
recommended capital grants in Health and Education 
sectors, which are included amcng deve!vpmental 
sectors, treating them as sessential non-pIan earmarked 
capital requirtments of the less-developed Stat0 s. 
These recomm~ndations were accepted by the Govern
ment of India. The observations of the Seventh 
Finance Commission on the issue need mention : 

"We have given careful consideration to the scope 
for .grants-in-ai~ under Article 275 for meeting 
capttal expenditure. The operat1ve part of this 
Article speaks of "sums". There is no restriction 
or b:H in the Article for capital expenditure. The 
first proviso of the Article expressly speaks of 
grants of capital su.ms. This g:Jes to show that the 
expression grants-in-aid of revenues do(s not limit 
grants for revenue expenditure only. We are for
tified in this view by the note of the Chairman of 
the Fourth Finance Commission appended to its 

40. Report of the Finance Commission, J 965, para 16, p. 9. 
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rePJrt on the in,erpretation of Article 275. Fur
ther, it seem< unreasonable to hold that the ope_ra
tive p.ut of the A ·ticle enabl~s the C?mmiSSion 
to mak~ grants f,H revenue exp,en_diture only, 
while the proviso enables g;ants oemg m1de of 
revenues as well as capital nature. It IS quite clear 
therefrom th :t it is op~n . to us to recommend 
"rants fur c.1pital expenditure aho, apart fr?m 
grants for revenue expenditure under Article 
275. " 43 

10.8.15 The Union Ministry of F_inance in respo~se 
to a query on this issue, has provided the followmg 
·clarification : 

"It is settled policy of the Commission to 
cover the capital requirements of the States ~nder 
the upgradation grants. In case the CommiSSI?n 
on Centre-State Relations is alluding to the entire 
range of the capital requirements of the _States 
during the forecast penod, the_ roles of th~ ~man~e 
Commission and the Planmng _CommiSSIOn. m 
that case will overlap. The Planmng CommissiOn 
which is primarily concerned with ~sset-creatwn 
is <>iven the near-exclusive responsibility for cate
ring to the capital requirements of the States by 
the mechanism of Plan assistance for the 5-year 
plans. The Finance Commission takes care of the 
capital requirements of States m non-developmental 
sectors by way of upgradation grants ......... . 
It may thus be seen that ev_en in re~nt years the 
Finance Commission have Imagmahvely and pro
gressively made use of Article_275 grants both for 
capital and revenue and both for devel_op~ental 
and non-developmental purposes. . Th~s IS not
withstanding the fact that the_ P_res1denhal Order 
of the Eighth Finance CommiSSIOn refers to up
gradation requirements of non-developmental sec
tors only". 

10.8.16 Finance Commission is constituted pe_rio
dically and works for a short period. Planmng IS a 
dynamic process and as _such contmuous appraisal 
and adjustments are essentml. A static five-year frame 
would not meet the requirements of planning. The 
Planning Commission reviews annually the resources 
and plan needs of the St~tes. and recommends plan 
assistance. In a dynamic SituatiOn, net resources 
available for transfer from the Union to the States 
towards Plan assistance will also be known only on 
a yearly basis. The necess~ry expertis~, ~upport 
and competence for dealing With such a Situatwn has 
been developed by the Planning Commission. For 
obvious reasons, it would not be possible for the 
Finance Commission to perform such a role. There
fore, practical difficulties would arise if Plan trans
fers are also entrusted to the Finance CommiSSion. 
The present division of labo~r which has ~eyeloped 
over the years is that the Fmanc~ Comm1sswn ad
vises on the non-Plan revenue requ1r~.11ents and ncl:l
Plan capital gap. In certain sectors, where the problem 
is clear and the numbers are reasonably sure, the 
Finance Commission has recommcn,kd capital re
source devolution also only to a limited extent. 

10.8.17 We are of the view that the present d~vi
sion of responsibilities between the two bodies, ~vh1ch 
has come to be evolved Wllh mutual understandmg of 

43. Report of the Finame Cvmmis.~ion, 1978, Cl1apter 10, 
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their comparative advantage in dealing with va~ious 
matters in their respective spheres, shout~ con~mue. 
The present arrangements have. also not give~ nse to 
any serious problems to necessitate any chan,e. 

Coordination between Finance Commission and Plan-
ning Commission 

10.8.18 Need for greater coordinat!on betwe~n 
the Finance Commission and the Plannmg Commis
sion has been emphasised by many State Governme~ts 
and experts. The Administr~tive Reforms Commis
sion had recommended that 111 order. to ensure greater 
coordination between the two bodies, one M~mber 
of the Planning Commission should ~ls_o be no_mmated 
as Member of the Finance CommissiOn .. Smce the 
Sixth Finance Commission, one Member IS common 
to both the Commissions. It is, however, a matter of 
concern that only two of the four comm~n M~mbers 
so far appointed were in charge _of the Fm~n~1al Re
sources Division in the Planmng CommiSSIOn. As 
this defeats the very purpose of having a comm?n 
Member, we would suggest that the _Membar I_n
charge of financial resources in the Plannmg Commis
sion should automatically be the common Member 
and remain in this charge even after the report of the 
Finance Commission is submitted. This arrangement 
would enable the adoption of an integrated approach 
in the assessment of financial resources and needs of 
the States by the two Commissions. 

10.8.19 A precondition for smoot~ c~JOrdinat.ion 
between the two bodies is the synchromsatwn of Five
Year Plan period with the re~erence. perio~ of the 
Finance Commission. There IS an Impression that 
once the Finance Commission's report is submitted, 
it is not of much consequence beyond determining 
major parameters like tax shares, grants-in-aid, etc. 
A planned economy presupposes utmost financial 
discipline. The entire system of resource transfer 
built up on the basis of the recommendatio~s of a 
semi-judicial body of experts would crumble. m case 
there is scant regard for the norms evolved by It. 

10.8.20 We have already noted that Finance Com
missions reassess the receipts and expenditure of the 
States on a normative basis. A perusal of the reports 
of the various Finance Commissions shows that practi
cally all the Finance Commissions have had occasion 
to note that on the receipts side the norms deter
mined by the preceding Finance Commission were 
seldom reached, particularly in regard to returns from 
irrigation and power projects and from State Road 
Transport Corporations. On the other hand, on the 
expenditure side, the norms have been invariably ex
ceeded. J n many cases, large expenditure on new non
Plan items has been incurred. Sometimes schemes 
which could not be accommodated in the Plan have 
been included as non-Plan items and large sums 
spent on them. Fiannce Commissions build into their 
forecasts of expenditure certain amounts for mainte
nance of assets already created, e.g., irrigation schemes, 
buildings, roads, etc. Often the amounts intended for 
maintenace of these assets have been diverted for 
other uses with very adverse impact on the upkeep of 
assets already created. 

10.8.21 Finance Commissions have determined 
norms of returns from the irrigation schemes State 
Electricity Boards and Road Transport Corpo'rations. 



One of the terms of reference to the Sixth Finance 
Commission was to have regard, while determining 
the grants-in-aid, to "the scope for better fiscal manage
ment and economy consistent with efficiency which 
may be effected by the States in their administrative, 
maintenance, developmental and other expenditure". 
It observed that "with the increasing investments in 
irrigation and power projects and r.oad transport 
undertakings, non-tax revenues in the form of inte
rest receipts and dividends should be expected to 
become increasingly important in State finances."44 

After detailed consideration of irrigation schemes it 
reached the conclusion that in the case of multipur
pose river valley projects and commercial irrigation, 
the receipts should cover the working expenses. How
ever, this was not achieved. The Seventh FiP<J.nce 
Commission, while reviewing the same, observed 
that working expenses continued to exceed the receip,t~ 
and that "';omplacency jn this regard would be harm
ful and unjustified''.•• The Eighth Finance Commis
sior! also ooserved that the norms evolved by the Se
venth Finance Commission had not been met by the 
State Governments.•• The position is similar in the 
case of State Flectricity Boards ~and Road Transport 
Corporations. 

10.8.22 We are of the view that these raise very 
serious questions in regard to fiscal management and 
financial discipline. In a situation of severe overall 
financial constraint. it is imperative that in-efficiency 
and imprudence in fiscal management is discouraged 
by evolving suitable procedures and systems of 
.-eward and punishment. We would emphasise that 
each Finance Commission should view with greater 
concern the violation of the regimen given by the 
preceding Commission and thus try to enforce a 
stricter discipline in checking wasteful expenditure. 

10.8.23 The Finance Commission Cell/Division 
in the Planning Commission should continuously 
monitor the behaviour of the States' finances. It 
should also estimate annually the deviations from the 
norms evolved by the Finance Commission. The 
Planning Commission would then be able to bring 
up before the National Economic. an~ J:?evelopment 
Council such annual rev1ews md1cat1ng, among 
other things, the deviations from the forecasts of 
Finance Commission and the reasons for the same. 
This would afford an opportunity to the National 
Economic and Development Council to monitor 
effectively and evolve consensus on the mobilisation 
of resources and contain the non-developmental ex
penditure. 

10.8.24 The Sixth Finance Commiss~on observed : 
"Fiscal management is a multi-dimenswnal. con~ept. 
Tn the application of this concept t_o concrete Situatwns, 
;oth qualitative and quan.lltatlve . aspects deserve 

1ttention. Briefly stated, m assessmg sound fiscal 
management one should have regard both to t}1e 
manner in which the State h!ls ~ndeavou~ed to rai~e 
the resources needed f?r r;teetmg 1ts comnutments and 
also the manner in which 11 has deployed the resources 
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so raised so as to get the best p~ssible results for the 
expenditure incurred. A review of fiscal management 
in. t_his broad sen~e will call for a comprehensive and 
cnhcal survey of the fiscal policies and administra
tio~ . of State Governments over a period of time. 
This 1s a task which is too difficult to undertake with
in the limited time at our disposal." " 

10.8.25 During the interregnum between one 
Finance Commission and the appointment of the 
next Commission, the Finance Commission Division 
(reinforced as suggested in paragraph 10.8.30), 
should in cooperation with the States, organise compre
hensive studies in trends in growth of public expendi
ture in the States in the light of the findings of the 
previous Finance Commission. It shall also collect, 
study and analyse the data with reference to the rele
vant parameters which would help a more critical 
appraisal of the achievements and failings of the 
States in the fiscal sphere. The studies conducted by 
the Finance Commission Division should be available 
well in time for the use of the next Finance Commis
sion. This Division can also, with the cooperation 
of the Union Ministries and agencies under their 
control, arrange similar review of the expenditure of 
the Union Government. Professional institutes, 
organisations and Universities aided by Union Go
vernment funds, can also be involved in such studies. 

Permanent Finance Commission, its Secretariat/ 
Divisioc 

10.8.26 Finance Commission has to deal with 
complex issues and the time available to it for the 
same is barely sufficient. Much of its time now spent 
on gathering data could be saved, if data collection 
is carried out on a continuing basis. Studies which 
may take time could also be organised in advance so 
that these are available to the subsequent Commis
sions and consideration of important matters would 
not be constrained for want of time. Two considera
tions are pertinent in this connection. Firstly, the 
Finance Commission is essentially an expert recom
mendatory body and cannot be expected to participate 
in active determination of the transfers on annual 
basis corresponding to changes in the economic situa
tion. Indeed, the very scheduling of such exercises 
in an annual setting may be quite cumbersome and 
reopen a whole host of issues for consideration every 
year. Secondly, a measure of stability is desirable in 
the transfers >nd flequent changes may be very un
settling and counter-productive, giving rise to avoida
ble friction in Union-State financial relations. We 
are, therefore, of the view that there is no need for 
a permanent Finance Commission. 

10.8.27 The next question for consideration is 
whether it is possible to mitigate the difficulties and 
handicaps of a Finance Commission resulting from 
its periodic constitution with new members, in assess
ing the fiscal needs of the States, projected over the 
next five-year period. The Seventh Finance Commis
sion had observed : "The position which prevails 
now is that once a Commission completes its work, 
a small and ineiTective cell comes into being in the 
Union Ministry of Finance, and this cell is merged 
in the Secretariat of the next Commission. This arran
gement, in our view, is inadequate. We do, however, 

47. Report of the Finance Commission, 1973, Chapter XHI, 
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f<'d that it will be extremely useful to future Finance 
Commissions and greatly facilitate their work, if an 
expert non-political agency were to be established 
by the Central Government and were to perform 
such functions as the Secretariat of the Commission 
is expected to perform. In addition, it would be ex
pected to play a watching and advisory role with regard 
to Centre-State financial relations generally. As and 
when a full-fledged Finance Commission is appointed, 
this agency could get merged into the Commission 
and its Secretariat. It should have the authority to 
call for whatever information may be required from 
the Central and State Governments and their insti
tutions and should analyse and prepare the data 
based upon which a Finance Commission when 
appointed can act without further loss of time. It 
should carefully oversee the implementation of the 
recommendations of a Finance Commission as 
accepted by the Central Government and its advice 
should be sought by the various Ministries of the 
Central Government on matters which may require 
follow-up action". 48 

10.8.28 The Eighth Finance Commission also 
observed : 

". . . . . . . . . . . . . . . . . . we do think that there 
should be a permanent Secretariat which should 
continue to function during the interregnum 
between one Commission and the next. Such a 
Secretariat should be headed by a senior officer, 
and may function as a Division in the Ministry of 
Finance. We are not satisfied by the present 
arranuement under which a small Cell consist
in" ~f a few officials -functions as a part of the 

" Ministry of Finance."'" 
10.8.29 We have been informed that in pur

suance of the recommendations of the Eighth Finance 
Commission a Finance Commission Division has 
since been created in the Union Ministry of Finance 
with the following functions : 

(i) Continuously ';!Pdate the data, .both in finan
cial and phystcal terms relatmg to perfor
mance of Union and each of the State Govern
ments in fields which have been or could be 
of interest to the work ordinarily assigned 
to the Finance Commission; 

(ii) Compilation of data and analysis of the work
ing of the State undertakings including irri
gation schemes to see whether the prescnbed 
norms are being achieved and to suggest 
remedial measures; 

(iii) To prepare analytical studies on the basis 
of the data collected from the State Govern
ments regarding revenues, expenditure and 
prepare comprehensive reviews; · 

(iv) Rescheduling and consolidation of loans on 
the basis of the Finance Commission's 
recommendations; 

(v) Allocation of additional grants to States 
for meeting interest liability in respect of 
fresh loans advanced; 

(vi) Allocation of additional grants in respect of 
committed liability for the new schemes taken 
up in 1984-85; 

48. Report of tlze Finance Commissian, 1978, Chapter 12, 
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(vii) To monitor and evaluate the utilisation of the 
upgradation grants provided by the Finance 
Commission to States; 

(viii) Collection of data about non-developmental 
sectors for preparation of comprehensive 
proposals for achieving equalisation of the 
standards of adminisllation and social services 
in States within a definite period; 

(ix) Organisation of suitable training workshops 
for the benefit of States which may be in 
need of such assistance. 

10.8.30 We are of the opinion that there is need to 
further strengthen the Finance Commission Division. 
It would result in much closer coordination between 
the Planning Commission and the Finance Commis
sion if this Division were to work under the general 
supervision of the Member in-charge of financial 
resources in the Planning Commission. Such an 
arrangement will also make available to the Planning 
Commission data and analysis on various parame
ters relevant for resources discussion for the Plan and 
reviewing of the finances of the Union and the States. 

Composition .of Finance Commission 

10.8.31 Article 280(1) requires the President to 
constitute by order a Finance Commission within 
specified time-frame, comprising a Chairman and 
four other members. Clause (2) of Article leaves it 
to Parliament to determine by law the requisite quali
fications of the Members and the manner of their 
selection Parliament enacted the 'Finance Commis
sion (Miscellaneous Provisions) Act, 1951'. 

10.8.32 No serious objection has come to our 
notice regarding the composition of the various 
Finance Commissions. A review of the composition 
of the nine Finance Commissions confirms that the 
prescribed strength, requisite specialisations and 
background of their Members and time-limit in their 
constitution were duly adhered to. 

10.8.33 A suggestion has, however, been made 
that the State Governments should have representa
tives on the Finance Commission. One of the sugges
tions (not recommendation) of the Expert Commit
tee on Financial Provisions of the Constitution 
(1947) was that two of the members of the Finance 
Commission be selected out of a panel of names from 
the States. Further, the appointment of the Chairman 
and Me'?bers. of t.he ~om~ission should be made by 
the Prestdent 111 hts dtscretwn as the Committee anti
cipated. that .the Commis.sion would be required to 
deal wtth pmnts of confltct between the Union and 
the State Governments. This was not accepted by the 
framers of the Constitution. This suggestion arises 
out of an apprehension that the States' case may go 
by def~ul~ unless they are represented on the Finance 
<;ommtsst.on. The record of the Finance Commis
sions, whtch have been ~nown to. be non-partisan, 
clear!~ shows that there ts no basts for any anxiety 
on thts score. We are, therefore, of the view that 
there ts.no need for any changes in the present arrange
ments .m. regard to the constitution of the Finance 
Commtsston. 

10.8.34 Finance Commissions should draw f;om 
all over the country experts for assisting them in their 
work. Considerable amount of talent and experties 



in regard to Union-State financial relations is in 
the States. It w:mld be advantageous if suitable 
experts are drawn from the States also for staffing 
the Secretariat of the Finance Commission. 

10.8.35 The broad duties of Finance Commission 
have been enumerated in Article 280 of the Consti
tution. Over the years, a number of special terms 
under sub-clause (3)(c) of Article 280 and some 
'special considerations" came to be included in the 
Presidential Order. Although the Presidential Order 
appointing the Finance Commission and specifying 
its terms of reference is drafted by the Union Govern
ment, some of the States in the past are understood 
to hav~ voluntarily suggested to the Union Govern
ment icnportant matters which the Finance Commis
sion st.ould look into. In the context of the Seventh 
and the Eighth Finance Commissions a more syste
matic consultation with the States on their terms of 
reference took place. The then Union Finance Mini
ster invited suggestions from all the Chief Ministers 
in regard to the terms of reference for the Seventh 
Finance Commission. An official-level Committee 
formed in the Union Ministry of Finance to formulate 
the terms of reference considered, among other things, 
the replies received from the States. In the case of 
the Eighth Finance Commission, while no suggestions 
were invited from :he State Chief Ministers on 'terms 
of reference' an ·)flicial-level Committee under the 
Union Expe~diture Secretary was set up on which 
some State Goverrments were represented. The same 
procedure was fo 1lowed in the case of the Ninth 
Finance Commission. 

10.8.36 The step taken by the Union Government 
to initiate a process of consdtation wit~ the States 
in finalising the ter•ns of reference of the Fmance Com
mission is in the right direction. Any consultation to 
be meaningful should be adequate. However, we do 
not see any advantage in form~.! ising the ~a~e thro~gh 
a change in the Constit!lt~o_ul prov1s1ons w~1c}l 
would introduce tndue ng1d1ty. Nonetheless, 11 IS 
desirable that this :1ealthy practice of informal consul
tation with the Sta:es in this matter should continue. 

Special Considerations 

10.8.37 Another criticism relates to the 'considera
tions' which the Finance Commissions are asked to 
have regard to, among other things, in rec~mmen_d~ng 
grants-in-aid under Article 275. These are m addition 
to the special terms of reference as per sub-clause 
(3)(c) of Article 280. These 'considerations', it is 
alleged, have conditioned the methodology of the 
Finance Commissions. 

10.8.38 In making recommendations, the Finance 
Commissions have been asked to have due regard, 
among other thiPgs, to. certain 'consid~rations'. To 
illustrate the S'xth Fmance Comm1sswn was re
quired t~ consider the requi_rements of States'. back
wardness in general adm1mstrat10n w1th a v1ew to 
raising the levels to those of t~e advanced States 
over a period of ten years. S1m1larly,. some of the 
'considerations' listed for the Seventh Fmance Com
mission were : 

(i) the resources of the Central Government an~. 
the demaPds thereon on account of expendi
ture on civil administration, defence, border 
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security, debt-servicing and other committed 
expenditure or liabilities; 

(ii) adequate maintenance and upkeep of capital 
assets and of completed plan schemes as on 
a specified year and monitoring of such expen
diture, and 

(iii) the need for ensuring reasonable returns on 
investments in irrigation and power projects, 
transport undertakings, industrial and com
mercial enterprises and the like.•• 

In the Presidential Orders constituting both the 
Seventh and Eighth Finance Commissions it was 
stated that "the Commission shall adopt the popu
lation figures of 1971 census in all cases where popu
lation is regarded as a factor for determination of 
devolution of taxes and duties and grants-in-aid". 

10.8.39 On this issue, the Union Government 
has communicated to us that the Finance Commis
sions are free to make recommendations on matters 
covered by Article 280, in any manner they deem 
fit. The Presidential Order in all these cases states 
that the Finance Commissions shall 'among other 
things' have regard to the listed considerations. 
These considerations are, therefore, to be viewed as 
"an illustrative list of the factors considered germane 
by the Government to the task of the Finance Com
missions". The Union Government has observed 
that the stipulation that the population figures of 
1971 census should be adopted wherever population 
is used as a factor in making recommentations for 
either devolution of taxes or grants-in-aid is in 
keeping with the Family Welfare Policy approved 
by Parliament on June 29, 1977. 

10.8.40 Finance Commissions have enunciated 
from the very beginning considerations to be kept 
in view by them while determining the grants-in-aid, 
e.g., fiscal needs, considerations of equity in resource 
allocation among the States, etc. They have also 
taken into account, while assessing the fiscal needs, 
the consUierations listed in the Presidential Order. 
But these conditions, have not by themselves restric
ted their approach. In fact, the Seventh Finance 
Commission ·observed : "The Commission's free
dom to take into account other factors is not inhibi
ted". •• We note that a controversy has arisen in 
regard to the terms of reference of the recently consti
tuted Ninth Finance Commission, particularly on 
para 4 of the Presidential Order which, it is alleged, 
binds it to follow a 'normative approach' and to take 
into account certain other aspects. In view of the 
reasons already stated by us in the preceding para
graphs, we are not convinced that any reference 
to Finance Commission unless constituting a 
term of reference vide Article 280(3) of the Consti
tution can bind or delimit its approach. However, 
it will' only be appropriate and befitting the statutory 
and high status of the Finance Commission that 
any considerations suggested to it, besides its terms 
of reference under Article 280(3), are put in a language 
which does not give an impression of formally binding 
it to adhere to a given approach or methodology. 

50. Report of the Finance Commission, 197i, Introduction, 
para 5, p. 2. 

51. Report of the Finance Commission, 1978, Chapter 9, 
para 4, p. 76. 



10.8.41 The review made above clearly shows that 
from the practical angle the listing of various terms 
of reference and 'considerations' only facilitate the 
work of the Finance Commissions. They are, in
deed, found to be reasonable, in the interests of 
equity and social justice. We have noted that the 
Finance Commissions have made recommendations 
in regard to various matters enumerat~d in the terms 
of reference as well as some others. It would thus 
appear that the objections are more on the the~re
tical plane. We are, therefore, of the v1ew 
that the existing procedure has considerable 
merit in focussing the attention of the Commission 
on important problems faced by the States, and 
may continue. 

Effectiveness of tbe mechanism · 
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10.8.42 Several of the less-developed and middle 
income group States have drawn our attention to 
what is called the "gap-filling approach" of the Finance 
Commission. This approach impli~s that th~ revenue 
deficits which remain after determining and Setting 
off the tax-shares of individual States are covered 
by the Commission through grants-in-aid. It is 
argued that the adoption of such an approach, in 
essence, has led to the phenomenon of huge surpluses 
with some of the more-developed States after devo
lutions and slender or zero surpluses with the others. 
On the other hand, according to one of the advanced 
States, the highly "orogre~sive" formulae of distri
b·ltion of tax-shares followed by the Finance Commis
sions, entirely benefit the Union by minimising 
its total burden of devolution at the cost of revenue
surplus States. Further, such formulae also do not 
benefit the deficit States fully as their deficits persist 
even after tax devolutions, th')ugh at a somewhat 
reduced scale. Moreover, the norms adopted by the 
Finance Commissions in reassessing revenue and ex
penditure forecasts do not obtain in reality, inter 
alia, on account of inflation and emergence of un
foreseen situations. It is argued that in such a situa
ation, with exPenditures building up faster, the States 
receiving Article 275 grants to make up revenue 
account deficits are the first to be adversely affected 
followed by other less-devel0pe<' St~t~s. 

10.8.43 It is for the future Finance Commissions 
to go into the detail& and merits and demerits of the 
methodlogies followed by the previous Finance 
Commissions and to suggest improvements therein. 
There has been a discernible trend towards refine
ment in the methodologies of the snccessive Finanoe 
Commissions. However, it may be necessary to go 
into the broad causes of dissatisfaction so far as the 
role of the Finance Commission is concerned. 

10.8.44 The most important parameter estimated 
by the Fin'!nce Commissions is the non-Plan revenue 
gap/surplus of the States. It is arrived at by reassess
ing tax and n')n-tax revenue forecasts of the States 
and deducting from them the n"n-develonmental 
and non-Plan developmental expenditures. In 'nrn
jecting-the revenues, the rates of taxes and tariffs 
as obtaining in the base-year immediately prior to 
the period of the Finance Commission are taken 
into account, as specified in the Presidential Order 
setting out the terms of reference. By implication, 
additional resource mobilisation effected in the subse-

quent period through revision in rates of taxes and 
tariffs. better collection, etc. is deemed as resource 
available for financing the plan. 

10.8.45 This approach adopted by the various 
Finance Commissions has been criticised on the 
following grounds : 

(i) The more-developed States have a surplus on 
non-Plan revenue account on their own reso
uroes, before taking into account devol~tion 
of taxes. Given the heavy reliance on tax
shares, any devclutions from the Finance 
Commission only pdds further to their 
surpluses. These surpluses enable them to 
finance higher levels of expenditure, both 
Plan and non-Plan. In the case of the 
Weaker States, they are heavily in deficit 
on their own resources. In the case 
of some of them the deficit persists 
even after devolutions by the Finance 
Commissions through tax-shares. This deficit 
is made up by giving grants-in-aid to them 
leaving them in a situtation of zero surplus. 
It has been argued that such a system is totally 
?PPOsed to p~inciplcs of equity which would, 
m fact, reqmre that they be left with large 
surpluses. It has been observed that since 
revenue account has been balanced with the 
help of grants-in-aid. and grants-in-aid are 
fixed, the effect of inflation is to convert the 
zero surplus into a deficit. 

(ii) The Finance Commissions have necessarily 
to adopt a normative approach. The norms 
of receipts and expenditure adopted are 
stated to be unrealistic, particularly in the 
case of returns assumed from past invest
ment~ on irrigation and power projects. 

(iii) ~pecific _grants have been given to States 
Irrespective. o~ whether they are 1in deficit, 
or are en]oymg a revenue surplus. 

(iv) The "gap-filling" approach of the Finanee 
Commissions has induced financial indis
~ipline in. the States. The critics suggest 
mcorporatron of some system of incentive 
and Penalty corresponding to the quality of 
fiscal ~ffort and management, in the absence 
of wh1ch the mechanism tends to become 
anomalous and iniquitous. 

. 1_0.8.46 The Constitution provides that grants
m-aid .of. revenues charged on the Consolidated Fund 
of I~dm m each y~ar may be given to such States as 
a_re m need o[ass1stance [Article 275(1]. The ques
tion as ~o wh1eh States are in such need, is determined 
by Parlra_ment after considering the recommendations 
of _the Fmance <:;ommission. The gap between the 
estlma ted expenditure on current administration and 
t~e revenues of a State after including the devclu
twns b_y ~vay of tax-sharing, is taken by the Finance 
Comm1ssron as the "need" of that State. This may 
not be a fool-pro<:>fmethod of assessing the need of a 
State, ~ut there rs no alternative except to improve 
upon It. Sever~} imponderables complicate this 
process. The ~mance Commissions h~.ve them
selves _been co_ns~wus of the infirmities of this method, 
that, mter aha, 1t tends to encourage unsound fiscal 



Iblides and wasteftd expenditure on the part of 
a State. In his key-note address at a sympvsium in 
August, 1974, Dr. Brahmananda Reddy, an eXPe
rienced statesman and Chairman of the Sixth Finance 
Commission, emphasised the difficulty of evolving 
inf,dlible formulae for assessing the fi.>cal n~eds of 
the States, as follows : 

" ...... a f,wl·p.-oof scheme of g.-aut.>-in-aiJ 
can be w;>rk~d out only if Finance Commission are 
able to evolve suitable yardsticks fur adjudging 
the reasonableness of levels of pablic expendt
ture attained in several States. Finance Commi
ssions luve not been able to ftnd satisfactory 
answers to such que>tions as whether there is 
evide!lce of over-staffing or other forms of waste
ful and unp.-oductive expenditure? It is not merely 
lack of time that inhit>its a Fmance Commission 
from embaxking on such enquiries. Finance 
Commission also possibly apprehend that they 
may be c.llled up.>n to pronounce value judgements 
on i.>sues of p.>licy once they attempt a detailed 
analysis in qualitative terms of expe11diture in 
different areas of administration. Finance 
C0mmi.>sions are hanJicapp.:d in p.-obing public 
expendicure in depth in the absence of sufficient 
details on such matters as strength and disposi
tion of staff and nJrms for asscssmg p;oductivity 
of public expenditure. Audit repJrts higlllight 
mljor irregularities, but ~hey do not enaoie us 
to q~11nti(y the extent of economieS conSIStent 
with efficiency that are pJssible". 

According to the Seventh Finance Commission 
"Grants-1!1.-aid m.ty, in the first place, b~ given to 
States to enable them to cocver fiscal gaps, it any, 
left afcer Jevvlutiou of mxes and duties so as to enable 
them to m.1intain the levds of existing s~rvices in the 
manner cvnsidered desirable by us and built into 
their revenue forecasts".•• 

10.8.47 No doubt various Finance Commissions 
have taken pains to enunciate rational principles 
taking into acc:>Unt fiscal needs, tax-efiorts, equity, 
efficiency, etc. But much work remams to be done 1n 
regard to tlefiaing p.-inciples tor detcrmming .relative 
.fiscal needs, qu>inttfymg relattve tax-~.:>tet1t1al, etc. 
In tl1e absence of th1s, the unpJrtance ot revenue gaps 
has skyed. We are of the view that s~cious att~ution 
should be givea by future Fin.tnce Commissions to 
these asp . .:~rs also. 

10.3.48 The various Fitlance Commissions have 
been e.fecting refincm0nts in the met.1odology, keep
ing in view rhe emerging situations a1~d terms of 
referenee. SJme notable develop meats m tlus regard 
have b~en :the increase in the tax-shares ofthd Siates 
in the divisible pJol, prog<essivity i11troduced in the 
criteria of <tllocation, c.:>nsidcr<ttion of States' non
Plan c:.pital g1p;, provision of grants. for uj?gradatio~ 
of levels of admiaistration along With thetr mom 
toring standardisation of arrangements regardmg 
grants' for n.itural calamities, and building 5 per cent 
annual increase in revenue gap g.-ants and lmk1ng 
tlistribution of 5 per cent of the divisible p.-oceeds 
of the Union Excise Duties with the assessed revenue-

u. Report of the finance Commission, 197~, Chapter 9, para 
5, pc~e 76. 
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deficits of the States. We note that the ternts of 
reference of the recently constituted Ninth Finance 
Commission require it, inter alia, to adopt a normative 
approach in asse~sing the receipts and expenditure on 
the revenue account of the States and the Centre; 
have due regard to the need for providing adequate 
incentives for better resource mobilisation and finan
cial discipline as well as closer linking of expenditur~ 
and revenue-raising decisions; take into account the 
need for speed, effici~ncy and efftctivencss of Govetn
ment funcrioning and of ddivery systems for Govern
mont programmes, and keeP in view the objective 
of not only balancing the receipts and expenditur.: 
on revenue account of both the States and the Centre, 
but also generating surpluses for capital investments. 
We hope that these t,rms of reference of the Ninth 
Finance Commission will help in evolving a more 
comprehensive and integ1ated approach and will 
ultimately r~sult in p.-oviding the much needed 
financial discipline both in the States and at the 
Centre: 

10.8.49 State Governments and experts have 
made various suggestions in regard to methodological 
improveffit;tlts, e.g., regarding changes in criteria of 
devolution, incorporauon of fiscal-needs approach in 
place of the alleged gap-filling approach, special 
provisions for the hill States in the devolution, etc. 
These are also the issues raised before successive 
Finance Commissions. We feel that such matters 
should appropriately be considered by the future 
Finance Commissions. 

10.8.50 We cannot but emphasis~ two matters 
in thi.> regard. Firstly, there is need to recognise 
that the less developed ar~as, would require greater 
attention than hitherto in the over-all interests of the 
nation. Even within a more advanc.,d State, there 
ar., backwaxd regions, which call for special attention. 
Secondly, it is imp.:rative that the system of devolu
tion encourages resource mobilisation, efficiency 
and cost-efrecttveness in the application of the same. 
This asp~ct has assumed greater importance today 
than at any time before, owing to the emergence of 
a substantial resource crunch both in the Umon and 
in the States. 

State Planning and Finance Boards 

10.8.51 Consideration of adequat~ flow of funds 
to the backward regions in the States would necessi
tate creationol expert bodies like the Finance Commi
ssion at State level also. Without such an organisa· 
tion at the State level to effect regional distribution, 
skewne» will persist in large p.:Jck.,rs even in an advan
e,d State. In the Chapter on Ecunomic and Social 
Planning we have stated that the State Planning and 
Finane.: Boards suggested by l·S can, with advantage, 
take an objective VIeW of resources to be devolved 
to the districts, 

Support to Administrative Capacities and Infrastructure 

10.8.52 Another point 'which we would like to 
emphasise is the desim bility of continuing the provi
sions for upgradation of administrative standards 
and maintenance of infra-structure and capital assets 
in the S<ates. Since the Sixth Finance Commission 
a process has been initiated to give gtants for up grada
tion of levels of admini~trative! organisational support 



in backward areas is a sine qua non for making the 
investment effective in co:Jsonance with the accePted 
policy of reducing regional disparities. As has 
been observed by the National Committee on the 
Development of Backward Areas, the present capacity 
of such States to absorb investment is a limiting factor 
for their long-run development. It may even be 
desirable to provide in tht: special terms of reference 
of the Finance Commission to make available finances, 
with effective monitoring arrangements, to fill up 
the inter-Stat~ gap in administrative capabilities. 
Otherwise al;o, we hope that the Finance Commis
sions will continue paying attention to this vital 
aspect. 

Treatment of the Finance Commission's 
Recommendations 
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10.8.53 An important aspect connected with the 
role of the Finance Commission is the treatment 
accorded to its recommendations by the Union 
Government. By and large, the recommendations 
made by the Finance Commissions have been 
accepted by the Union Government. However, there 
have been three instances when the recommendations 
of the Finance Commissions were not accepted : 

(i) The Third Finance Commission's recommenda
tion for devolution as part of Article 275 
grants, towards 75 per cent of the revenue
component of the Third Five-Year Plan was 
not accepted. The reason given by the 
Government was that no real advantage was 
seen in channelising grants for the same 
purpose from two different sources. 

(ii) Two recommendations made by the Seventh 
Finance Commission were not accepted. 
They were : 
(a) The loss equal to the difference between 

tile amount of excise revenue realised 
on sale of potable liquor and that assu
med by the Commission may be com
pensated by the Centre to the full extent. 

(b) The small savings loan should be treated 
as 'loans in perpetuity'. 

The former recommendation was not accep
ted on the ground that as prohibition was 
among the Directive Principles of State 
Policy, the State should also bear the loss. 
The Union Government's contribution was 
fiXed at 50 Per cent. In the case of the latter 
recommendation, the Government was not 
convinced of the logic given by the Commis
sion and did not accept the recommendation. 
However, a decision was subsequently taken 
to postpone the recovery of these loans from 
the States for the Period of the Finance 
Commission (1979-1984). 

(iii) Rece:Jtly, the final reecommendations of the 
Eighth Finance Commission were not imple
rnent,d during 1984-85, i.e., the first Year of 
the Commission's Period of reference, during 
which its Interim Recommendations remained 
in force. 

10.8.54 It is this last instance which has been 
strongly protested against by several States, experts 

and others. It is alleged that, be~ ides causing serious 
hardship to several States as th!ir expectations for 
higher devolutions in that Year were belied, t~is has 
also adversely affected the presnge of the Fmance 
Commission. In view of the latter aspect, in parti
cular, this case requires a review here. 

10.8.55 The Union Government stated in the 
Explanatory Memorandum placej before Parliament 
that as four months of the financial year 1984-85 
had already passed by which time the budget and 
annual plans were already finalised and were in 
operation, the implementation of the final recommen
dations would have caused 'undJe disruption in the 
economy' if the budgets and the annual plans were 
then changed. In particular, it was stated that 
chan~:es in the shares of ta~es and duties, if effected 
at that stage, would have caused problems resulting 
in lower shares to some of the States. 

10.8.56 Subsequt~ntly, in reply to a quary on 
this issue, the Ministry of Finance gave following 
additional reasons for non-implementation of the 
final recommendations of the Eighth Finance 
Commission in 1984· 85 : 

li) If the Union Government had received the 
report of the Finance Commission in time, 
it would not liave agreed to give to the States 
Central assisra11ce t0 warcl:< 'h~ Ann•Jal Pian 
of the order made. Th, Central assistance 
was stePPed up for the Annual Plan, invol
ving additional transfer~ .• of about Rs. 790 
crores over f1e balance left for the last year 
of the Sixth Plan. Further, a decision was 
taken to provide an extra assistance of Rs. 
499 crores to the States as medium-term 
loan to cl~ar their overdrafts at the end of 
the financial year. 

(ii) The recommendations of tile Finance Commis
sion, accord .ng to Constitutional provisions 
"do not constitute an award". These are 
"recommendations" to the President. Fina
nce Commission is "an aid to the adminis
trative machinery". The executive may or 
may not acc~pt its recommendations consi
doring their feasibility and desirability of 
implementation on objective considerations. 

(iii) Finding additional resources to inplement 
the final r.ecommendations would have 
required unp1easant mea~.ures like additional 
taxation or deficit financing. 

Hl.8.57 The above-mentioned reasons are to be 
evaluated in the light of the following facts : 

(i) Presentation of the final report of a· Finance 
Commission in the cot1rse of the financial 
year of its Period of reference is no tan unusual 
phenomenon. The Fifth Finance Commis
sion presented its report on July 31, 1969; 
yet it was impkmented from that very year. 

(ii) The argument that the Union Government 
would not have released substantially high 
order of Central Plan assistance to the States 
if the final re:port had been available in time, 
c~nnot be a justification for non-implementa
tiOn of the recommendations as the nature 



of the two transfers is different. Central 
plar. assistance carries a heavy loan component 
whereas the devolutions through the Finance 
Commission are in the nature of tax-shares 
and grants. 

(iii) While some of the States might have lost in 
the mid-year implementation of the report in 
terms of tax-shares, etc., corresponding loss 
to other States due to non-implementation 
was much larger. 

(iv) The final report of the Commission was 
submitted on April 30, 1984 but was pre
sented to Parliament only on July 24, 1984. 
Tile Budgets and Annual Plans for 1984-85 
werol prepared on the basis of the recommenda
tions contained in the Interim Report of the 
Corunission which were provisional in 
character. Nonetheless, there existed an 
expectation of more funds becoming availa
ble to the States during the course of the year. 

(v) Assistance given on the basis of the Interim 
Rerort could be adjusted against dues based 
on the Final Report. 

10.8.58 It is, indeed, unfortunate that the Eighth 
Finance Ccmmission's final recommendations were 
not implemented in 1984-85 which caused serious 
financial problems to some States. Several State 
Governmen·:s have voiced protest in this connection 
before us. It has to be appreciated that non-imple
mentation of Finance Commission's recommenda
tions not only causes damage to its prestige but may 
give rise to serious friction in Union-State relations 
in future. We cannot but stress that while the re
commendations of the Finance Commission are 
not binding on the Union Government in a technical 
sense, the e:~pectation is that, as fat· as possible, these 
would not be departed from without compelling 
reasons. Wt: hope that in future there would be no 
occasion for such departure. It is necessary that the 
time-schedu:e for the completion of the Finance 
Commission's work is so drawn up that it can reasona
bly submit its final report 4 to 5 months before the 
begi;:ming cf its period of operation. Such a step 
would also Eive the Union Government sufficient time 
to get the recommendations examined, place the 
Explanatory Memorandum before Parliament and 
make necessary budgetary provisions. 

Finance Commissions' Data and Other Observa· 
,tions 

10.8.59 We would like to mention two more as
pects regarding the Finance Commissions which have 
been brought to our notice : 
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(i) During the course of its work the Finance 
Commission collects and processes massive 
statistical data and other information. This 
doe~; not become available for research and 
ar,alysis by the experts and research institu
tions and even to the Government departments 
generally. This indeed, is not a happy state 
of affairs. We understand that the Australian 
Commonwealth Grants Commission pub
lisht:s the details of its ca:culations and the 
intermediate data for scrutiny of public 
1nd use by researchers. As much of the 

information gathered by the Finance Com
mission, as well as the detailed methodology 
followed by it is of public interest, we recom
mend that it should be got published, say 
within six months of the submission of the 
Report, to enable informed discussion and 
responsible research in the relevant spheres 
and better appreciation by the State Govern
ments. 

(ii) In addition to the matter specified in the terms 
of reference, the Finance Commissions make 
a number of other observations and suggest
lions which they deem important. Some of 
these suggestions are taken note of by 
the Government. We are of the view that it 
will be a healthy practice if these observa
tions and suggestions are also considered 
expeditiously by the Union Government and 
a comprehensive statement placed before 
Parliament subsequently indicating its views 
and action taken. 

9. SPECIFIC PROBLEMS AND INSTITUTIONS 

10.9.01 We have already considered the general 
issues, trends and the arrangements in Union-State 
financial relations. We now consider a variety of 
specific problems which have been raised by the State 
Governments in the working of the arrangements. 
Firstly, there are allegations regarding restrictions 
on States' powers of sales taxation, inadequate ex
ploitation by the Union Government of the revenue 
heads under Articles 268 and 269, insutflcient royalty 
on minerals and pressures on States'resources following 
revisions in pay-scales, rates of dearness allowance, 
etc. Secondly, some suggestions have been made for 
setting up institutions for consultations between the 
Union &nd the States on financial matters and for 
expenditure control. Finally are those problems 
arising in the day-to-day financial management, 
viz., regarding release of instalments of Central 
Plan as:;i:;tanoe, natural calamities relief assistance, 
grants for upgradation of levels of administration, 
etc. The issues relatiag to indebtedness, market 
borrowings, rationalisation in the allocation of capital 
resources, the problem of overdrafts and flow of 
institutional finance have been discussed in Section 
10. 

Constrr.ints on Resource Mobilisation-Sales 
Taxation 

10.9.02 The enactment of Central Sales Tax Act, 
1956, w'1ile declaring a number of goods to be of 
special importance in inter-State trade or commerce, 
has also put restrictions on States' powers to impose 
any tax on the sale and purchase of such goods inside 
the State to 4 per cent (which is the current rate) of the 
prioe, and that too only at one stage of its transaction. 
This followed amendment of Articles 269 and 286. 
A State Government has suggested that the power of 
Paliiamtn·c under Clause 13) of Article 286 should 
not be exercised without consulting the states. A 
regional party also has suggested omission of Entries 
92A and 92B from the Union List with cot responding 
modification of Entry 54 of the State List. 

10.9.03 We have already noted that Sales Tax 
is the single most important and elastic souroe of 



revenue to the States. Its share in States' own tax
revenue has increased from about one-fourth in 1951-
52 to 56.9 per cent in 1984-85. Arbitrary abridg~ment, 
if any, of States' powc:ts in this regard, therefore, has 
to be viewed seriously. 

10.9.04 In the Government of India Act, 1935, 
vide Entry 48 of List II, the Provincial Legislatures 
had powers to levy "taxes on the sale of goods and 
advertisements". By the time the Constitution came 
to be framed, a tendency on the part of the States 
was observed to tax goods in inter-State sale as in
ternal sale leading to unregulated and multiple taxes 
on such goods which was burdensome both to the 
consumer and the trader. In the Constitution, there
fore, certain restrictions were incorporated to meet 
this situation. 

10.9.05 Article 286, prior to the Constitution 
(Sixth Amendment) Act, 1956, read as under : 

"286. (I) No law of a State shall impose, or 
authorise the imposition of, a tax on the sale or 
porchase of goods where such sale or purchase takes 
place-

(a) outside the State; or 

(b) in the course of the import of the goods into, 
or export of the goods out of, the territory 
of India." -

10.9.06 Parliament had declared a number of 
goods as "essential goods" vide Essential Goods 
(Declaration and Regulation of Tax on Sale or Pur
chase) Act, 1952, thus prohibiting the States from 
taxing them. The Taxation Enquiry Commission, 
1953-54 which, among other things, also looked into 
the inter-State sales taxation and anomalies in the 
approach to sales-taxation, made recommendations 
which led to the Constitution (Sixth Amendment) 
Act, 1956. Union List (Entry 92A) and the State 
List (Ee~try 54) of the Seventh Schedule, Articles 
286 and 269 were amended with the following effect : 

(i) The States cannot impose, or authorise im
positiOn of any tax on sale and purchase 
of goods outside the State or in the course 
of imports and exports of goods across the 
territ0ry of India (Clause (I) Article 286). 

(ii) Parliament acquired the power to levy taxes 
on imer-State sale or purchase of goods 
(vide Entry 92A, List I, Seventh Schedule). 

(iji) The proceeds of inter-State taxation became 
assignable to the States (Article 269). 

(iv) Parliament was empowered to formulate, 
by Jaw, principles determining inter-State 
sale and purchase of goods and their import 
and export across the territory of the country 
(vide Clause (2), Article 286). 

(v) Parliament was also given powers to declare 
goods which are of special importance in 
inter-State trade or commerce and subj<:ct to 
the· States' powers of taxation in this res
pect to such restrictions and conditions 
in regard to the system of levy, rates and 
other incidence of the tax as Parliament may 
by law specify (vide Clause (3) Article 286). 
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10.9.07 On the recommendations of' that Com• 

mission, the Central Sales Tax Act was passed in 
1956, essentially to achieve a degree of uniformity 
in taxation of goods of special importance by the 
States. It enabled the Union Government to regulate 
taxation of goods of special importance by the States. 
The original limit of I per cent of States' Sales Tax, 
that too at single point, was raised to 2 per cent in 
1958, 3 per cent in 1966 and 4 per cent in 1975. 
The list of the 'gc,ods of special importance' was 
revised in 1976, and at present includes fifteen items 
(List of goods is given in Annexure X.l6). 

10.9.08 As observed in the Chapter on Legisla
tive Relations, the Constitutional amendments re
ferred to above were necessitated due to noticed 
ambiguity as it stood originally in clause (2) of Article 
286 which. had given rise to litigation. The arrange
ments as they stand today have several advantages. 
They are intended to prevent multiple taxation of the 
same transaction and thus keep the burden of taxes 
low on both consumers and producers of subsequent 
items. They facilitate maintaining of uniform rates 
of taxation of items declared as 'gocds of special 

- importance' with respect to which the powers of 
Parliament under Article 269 (Entry 33 of List III) 
were enhanced by the Essential Commodities Act, 
1955. They have also sought to plug loopholes in the 
law and are in consonance with the spirit of Article 
19(g). A more or less uniform rate of taxation of such 
items throughout the country and exercise of check 
in their taxation becoming too heavy on consumers 
and other users, are abundantly jus:ified in terms of 
principles of equity and efficiency in the system. It 
is a matter of choice which the community as a whole 
has to make regarding the exten~ to which the essential 
goods need to be taxed but the netd for uniformity 
cannot be disputed. Indeed, one of the objects of the 
I 9 56 Act was also to enable the State Governments 
to raise additional revenue from items then immune 
from taxation. Thus, while the UJ.ion Government 
levies sales tax on gcods in inter-Sta:e trade, the 
proceeds are collected and retained by the States. 

10.9.09 In view of the above considerations, we 
are of the view that the restrictions on the powers of 
the States to tax sales of specified goods cannot be 
regarded as arbitrary. Any other pr•>blems arising in 
this regard can be resolved by discussion in the 
proposed National Economic and Development 
Council or the Sub-Committee on Finance of its 
Standing Committee recommended by us later in 
paragraph 10.9 .50. These could also be referred for 
expert advice to the Authority teconunended by us 
to be set up under Article 307 (see para 8.4.05). 

Consignment Tax 

10.9.10 A regional Party has sug~ested that Entry 
92B should be deleted. We have considered in the 
Chapt~r on Legislativ~ Relations this demo nd. Any 
tax levted by the Umon under Entry 92B is assigna
ble to the States and apart from augmenting States' 
resources it will also help plug loopitoles. We haved, 
the ref ore, not suppor;ed the propc•sal for deletion 
of this Entry. Entry 928 of List I was inserted by 
the Fon:y-SIXth Amendment to the Constitution in 
1_982. Even though five years h~ve elapsed, no Jegisla
tton has been u.1dertaken to gtve eflect to the intent 
of the Constitutional amendment. This has giYen rise 



to serious appreh !nsions. According to an estimate, 
the revenue realised from Consignment Tax during 
this period would have been in the nnge of rupees 
2,000 to 4,000 crores per annum. The States have a 
legitimate grievence that they are losing substantial 
revenues on account of inactic n or delay by the Union. 
Indeed, one State Government as strongly represent
ed that due to dt'lay in the levy of the Consignment 
Tax, it has lost substantial revenues-around rupees 
100 crores every year. Inasmuch as the entire amount 
is assign~ble to the States, the Union is also laying 
itself open to the charge that precisely for this reason 
it is not showing sufficient interest in the lavy of this 
tax. 

10.9.11 The Union Government has pointed out 
that the basic decisions about levying the tax and the 
manner of allocHion of its proceeds were taken by 
consensus in a Conference of Chief Ministers con
vened by the thf"n Finance Minister as early as on 
May 28, 1984. When asked out the reasons for the 
delay in the imposition of the Consignment Tax, 
the Union Ministry of Finance has informed us in 
July 1986, as under : 

"It was decided by the Conference, among 
other things, that power of exemption might 
vest only in t\e State Governments. Subsequently, 
suggestions \"ere received from various Minis
tries that it was essential that power of exemption 
might also vest concurrently with the Central 
Government along with the States. It was felt 
that the concurrent power of exemption would 
enable the Centre to have uniformity of taxa
tion on goods and transaction of All India im· 
portance throughout the country and also to 
avoid any marked fluctuations of the prices of 
the commodities of national importance and those 
which are subject to the scheme of administered 
prices. Accordingly, Finance Minister wrote to 
the Chief Ministers in this regard. Some States 
agreed to this suggestion while others opposed 
it. The matter is proposed to be placed before 
the Chief Ministers' Conference to be convened 
shortly by the Finance Minister." 

10.9.12 There are two aspects which should be 
kept in view. Firstly, the levy of Consignment Tax 
will help to plug loopholes and enable a better check 
on evasion of inter-State Sales Tax. Here, the rate of 
tax is not the important aspect, but the fact that 
even a low rate of tax will help in detecting the evasion·. 
The other aspect is that this tax is a potential source 
for raising substantial revenues for the States. It is 
a matter of seriaus concern that even after a lapse 
of about five years no legislation has been brought 
in for giving effect to the intent of the Constitutional 
amendment. By any reckoning, five years is long 
enough period sufficient for consultations with States 
and experts for formulating a Bill laying down the 
broad substantive guidelines, spelling out the metho
dology of levying the tax, delegating to the Union 
Executive authority to work out the details in regard 
to rate, etc. in accordance with the guidelines. We 
are of the firm view that the Union Government 
should bring in suitable legislation in~ this regard 
without further loss of time. 

Additional Excise Duties in Lieu of Sales Tax 
10.9.13 Another area where allegations of Union 

Government's inroads into States' sphere of raising 
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revenue are made is the replacement of State~· Saleg 
Tax by Additional Duties of Excise on sel•!cted com· 
modities. This arrangement came into being after 
the concensus arrived at in the meeting of the 
National Development Council in 1956. Adiitional 
duties of excise in lieu of States' Sales Tax have sirtce 
been implemented through the 'Additiona Duties' 
of Excise (Goods of Special Importance) Act, 1957 
covering mill made textiles, sugar and tobacco includ
ing un-manufactured tobacco. The receipts on this rc
co• nt are distributed among the States on the recom
mendations of the Finance Commission. Tho major 
considerations which weighed in evolving such 'tax
rental' arrangement as described by the Fourth 
Finance Commission, consisted of removal of ad
ministrative complexities and simplification of the 
structure of commodity taxation; preft'rence indicat
ed by trade, industry and consumer for excise taxation 
vis-a-vis sales tax; reduction in cost of cC>llection 
and opportunities of evasion, and better cdlection 
and com·dination keeping in view the total incidence 
of commodity taxation. 

10.9.14 In their memoranda submitted to the 
Fourth and Fifth Finance Commissions, the State 
Governments complained that the receipts from ad
ditional excise duties were much lower than what they 
would have got if they had imposed sales tax on them. 
Jn pursuance of the recommendations made by the 
Fifth Finance Commission, the National Develop
ment Cou_ncil in its meeting held on December 28, 
1970, revtewed the arrangements and approved 
continuation of the scheme subject to : 

(i) conversion of specific duties into ad valorc'm 
duties except in respect of unmanufactured 
tobacco ; 

(ii) the raising of the incidence of additional 
excise duties as a percentage value of clear
ance to 10.8 per cent 'in a period of two to 
three years'; and 

(iii) achieving and maintenance of ratio of 2: I 
between the yields of basic excise duties and 
the additional excise duties on these com
modities. 

10.9.15 A Standing Review Committee cnn;;sting 
of Central and State Governm<nt representatives was 
also constituted for reviewing the scheme. The com
mittee suggested that the rate of 10.8 per cent be 
reached in phases. viz., 8.5 per cent by 1984-85, 
9.75 per cent by 1987-88 and 10.8 per cent, by 1989-90. 
It also sug~ested that the States should not insist 
on 2: I ratio of ba~ic to additional excise duties till 
the incidence of additional excise duties of 10.8 per 
cent (with a total incidence of 32.4 per cent) was 
reached. Further, it was recommended by the Review 
Committee that the level of incidence should not 
be allowed to go below 7.4 per cent in future years. 
The Eighth Finance Commission expressed the hope 
that the above recommendations of the Standing 
Review Committee would be implemented by the 
Union Government within the time schedule con
templated. In 1984-85, the as~urance regarding achieve
ment of the incidence of 8.5 per cent of the value 
of clearnces in respect of the additional excise duties 
was reached. The incidence of additional excise 
duties for 1987-88 is estimated at 9.90 per cent as 



against 9.75 per cent recommended by the Standing 
Review Committee. We hope that the level of 10.8 
per cent of the net value. of. clearance will also. be 
realised as per schedule mdiCated by the Standmg 
Review Committee. 

10.9.16 On the recommendations of the Report 
of the Indirect Taxation Enquiry Committee, 
1978 (Chairman : L.K. Jha), a proposa! has al~eady 
met with general approval of the Chief Mm1sters 
in their meeting in September, 1980 to ex·:end the 
scheme of additional excise duties to five mor~ 7om
modities; (i) Vanaspati; (ii) Drugs and Med1cmes; 
(iii) Cement; (iv) Paper and Paper Boards; and (v) 
Petroleum products. Some of the State Governments 
have, however, expressed reservations about the pro
posed extension of the scheme. 

10.9.17 This scheme of extension of Additional 
Duties of Excise was examined by an Exrert Com
mittee (Chairman : Kamlapati Tripathi) 1983, w~ic~, 
among other things, suggested formula.e for distn
outing the revenue realisable by addittonal exc1se 
duties from the five commodities under the proposed 
scheme. 

10.9.18 On a consideration of the arguments 
given by the State Gov.ernme~ts ~gai.nst the arrange
ment of additional exc1se dulles m heu of sales-tax, 
it has been observed that the problem is not so much 
with the rationale or principles involved as for not 
raising the tax to the level accepted by the National 
Development Council, . The State Governments, 
in view of the past expenence, do not feel assured 
with the formulae suggested and that the recommen
dations made by the Tripathi Committee would be 
duly honoured. One State Government h~~ mentioned 
that this has happened because the deciSions of the 
National Development Council have no statutory 
backing and that the recommendations of the Tri
pathi Committee might meet with the same fate re
sulting in considerable loss to the State Governments. 
Another State Governn:tent has challeng~d i.n the .su
preme Court the proviswns of the Const1tutwn (S1xth 
Amendment) Act, 1957, Sections 10 and II of the 
Central Sales Tax (Second An:tendment) Act, 19?8 
and Additional Duties of Excise (Goods of Special 
Jmpm;tance) Act, 1957. 

10.9.19 We note that whatever be. ~he theo~e
tical arguments in favour of l~vy of a_dd1ttonal excise 
duties in lieu of Sales Tax, m practice, many pro
blems have arisen. The experience of the States during 
the past decade and more, in regard to Additional 
Duties of Excise on mill-made textiles, sugar and 
tobacco has given room for genuine apprehensi.o.ns. 
Unless these misgivings are removed by devismg 
a suitable formulae acceptable .. to the State, .a?y 
extension of the scheme to add1honal commod1t1es 
is likely to create quite an amount of Union-State 
friction. In view of the advantages of the scheme of 
Additional Excise Duties cited in para 10.9.13, we 
do not favour withdrawal of the present scheme as 
has been suggested by a State Government. We also 
note that the document on long Term Fiscal Policy 
has stated : 

"Merger of additional excise in lieu of sales tax 
with basic excise duties, though desirable, is not 
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feasible for the. present as it would. require evol
ving a suitable formula for allocatmg a part of 
the excise duties on textiles, tobacco and sugar 
for distribution among the States. The n:tatter 
will be referred to the next Finane~ Commisswn 
for determination of a suitable formula."63 

We note that this matter has s:nce been :eferred to the 
Ninth Finance Commision for examm'lllon. 

Special Cesses[Duties in Excise Taxation 

10.9.20 There have also been areas of inadequate 
understanding in the sphere of excise-taxation and 
sharing of its proceeds. State Governments ha_ve 
viewed with dissatisfaction the various types o.f spec1al 
regulatory and auxiliary duties. which. "':ere Impose~ 
by the Union Government to raise exclus1ve and addi
tional revenues. These have graduall~ become sharab.le 
with. the States. However, the y1eld from certam 
cesses levied through special Acts of Parliament 
have remained outside the sharable pool of resources. 
Such cesses and duties earmarked for special purpose 
constitute about 10 per cent of the gross proceeds 
of the Union Excise Duties. The Finance Commis
sions includina the last one, have treated them 
on a different footing from the other variants of Excise 
duties and have not conside,-ed it desirable to suggest 
their sharing with. the States. In the Long Term 
Fiscal Policy (1985), it has been recognised that 
although the revenue from these cesses is earmarked 
for specific purposes, they contribute to the !llulti
plicity of taxes and that the "Government w11l en
deavour to reduce the number of these cesses to the 
extent feasible." 

10.9.21 We recommend that while it may become 
necessary for the Union Government to levy cesses 
in view of the special needs, their application should 
be for limited durations and for specific purposes 
only. 

Articles 268 and 269 

10.9.22 Some State Governments have pointed 
out that the fields of taxation mentioned in Articles 
268 and 269, particularly of the Ia tter, should be 
better exploited. In Section 5 we have already dealt 
with the suggestions made by some of the State 
Governments and political parties involving Consti
tutional changes with respect to powers to impose 
taxes enumerated in these Articles. Here we are 
concerned only with the allegation made regarding 
their inadequate exploitation by the Union Govern
ment thus depriving the States of the revenues 
assignable to them on their account. 

Article 268 

10.9.23 Article 268 relates to Stamp duties that 
are to be levied by the Union Government but collec
ted and retained by the States. The scope for further 
mobilising revenues from various types of duties 
was examined by the Eighth. Finance Commission 
in consultation with the Reserve Bank of India De
partment of Banking, the Life Insurance Corpo;ation 
a":d. other concerned institutions. Some scope for 
raismg stamp duty on bills of lading, letters of credit 

53. Government of India, Ministry of Finance-Long Term 
Fiscal Policy, December 1985, para 6.5, pp. 36-37, 



and policies of insurance and proxies was considered 
feasible but in the absence of adequate data the 
Reserve Bank ofindia could not quantify the amounts. 
This matter has to be further pursued by Govern
ment of India. 

Article 269 

10.9.24 Some State Governments have pointed 
out that the Union has not been taking steps to levy 
taxes covered by Article 269 and has thus deprived 
them of potential revenue. The Eighth Finance Com
mission considered the scope for raising revenues 
from the taxes and duties under Article 269 in pursu
ance of one of its terms of reference. A variety of 
problems in levying taxes and duties under Article 
269 have been highlighted by the Commission. 
For example, although a majority of States favour 
levying of terminal taxes on goods or passengers 
carried by railway, sea or air, there are complex 
problems of detailed accounting, concurrent taxa
tion by States on road transport, the need for main
taining a balance among the various modes, etc. 
Besides, meagre yields are estimated from these taxes 
and duties. Similarly, levying of a tax on railway 
freights of any considerable magnitude has to be 
considered against the odds of fuelling of inflation 
and the fact that the revenue yields may not be much 
in case the essential goods and raw materials are 
reasonably exempted from such a tax. The nascent 
stage of development of stock exchanges in the 
country was reckoned as a weighty consideration 
by the Eighth Finance Commission for not favouring 
'I tax on transactions in stock-exchanges; the ex
pected yield from a tax on transactions in 'futures 
market' was also considered to be insignificant. 
Further, a tax on the sale of news-papers, it is feared, 
will severely hit their circulation and not be in the 
larger interests of the country. The Eighth Finance 
Commission, however, did find some scope in levying 
tax on advertisements published in news papers and 
jollrnals which according to the estimates of 
Ministry of Finance, may fetch a revenue of Rs. 
400 to 500 crores. Several States, however, favour 
exempting small newspapers from such a tax. 

10.9.25 The scope for raising additional resourc
es to any considerable extent on items covered by 
Article 269 would thus appear to have serious limita
tions. In fact, the opinions of the State Governments 
themselves are divided on the scope for levying these 
taxes and duties. It is necessary that the social and 
economic implications and administrative complexi
ties are carefully gone into before any decisions are 
taken in this regard. 

10.9.26 We are of the view that an expert com
mittee should be constituted to enquire into, and 
review from time to time, in consultation with th< 
States, the operational feasibility of the scope ot 
levying such (Article 269) taxes and the comple
mentary measures the"State ... Governments•would he 
required"'to take. 

Tax on advertisements'broadcast by Radio or Television 

10.9.27 A State Government has made the~follow
ing suggestions : 

"A tax on advertisements should be-imposed 
and the scope of Article 269(l)(f) may be widened 

295 

to include, besides newspaper advertisements 
advertisements broadcast by radio or telecast by 
television". 

10.9.28 In paragraphs 10.9.24 and 10.9.25 above 
we have, inter alia, dealt with the scope for tax on 
advertisements published in the ·newspapers. States' 
power to levy tax on 'advertis~ments broadcast bv 
radio or television' was precluded in Entry 55, List fi ' 
by the Constitution (Forty-second Amendment) Act 
_1976 in addition to the already existing exceptio~ 
m that Entry of tax on 'advertisements published in 
the newspapers'. But, whereas the latter had a cor
responding mention in Entry 92, List I and Article 
269(I)(f), the subject of tax on 'advertisements broad
cast by radio or television' was not provided in the 
above-mentioned Amendment Act. We have not 
been able to get a satisfactory explanation for the 
same. The Union Ministries of Information and 
Broadcasting and Law and Justice have expressed 
the view that the rationale of amending Entry 55, 
List II was that the revenue from advertisements 
bro~dcastftelecast by radio/television should be fully 
available for the development of these services. 
Further, a tax on such advertisements might seriously 
erode accrual of revenue from them. We are not able 
to agree with these views as a tax on advertisements 
would have to be additionally borne by the advertisers 
without cutting into the revenues accruing to the 
Union. In view of the fast-growing commercialisation 
and competition, any adverse indirect effect of such 
a tax on revenue from advertisements on television 
and radio shall not be serious. For example, a steep 
hike in rates of advertisements on television-effected 
in February, 1987. did·not resuJtYin•reduced'demand 
for advertisement~ time. 

10.9.29 As such, the implications of the amend
ment under reference amount to taking away the 
States' power in respect of taxation of advertisements 
broadcast on radio-or television and, in· addition, to 
denying them a share in the net proceeds, should 
the Union --Government 'levy this tax (presumably 
under Entry 97 as it does not find a mention else
where in List n. This position appears quite anoma
lous to us. Such a tax, in principle, is on the same 
footing as the one on advertisements published in 
newspapers (Entry 92, List I)-only the media differ. 
It is, therefore, only logical that it should have found 
a place in Entry 92, List I and also been included in 
Article 269. As the televisionftelecastin!! network 
gets extended to lare:e parts of this country, the revenue 
from this source is bound to increase fast. It will 
then be-for the Union Government and' Parliament 
to consider and exercise this power of taxation under 
this newly added head. 

10.9.30 For all these reasons, we recommend 
that the Constitution should be suitably amended to 
add the· subject of taxation of 'advertisements broad
cast on-radio or television' to the present Fntry 92. 
List I and Article 269(1 )(f). 

Grant in Lieu of Railway passenger fare Tax 

10.9.31 The State Governments have expressed 
serious-·dissatisfaction•with. the inadeouate prant 
given in compensation· of the repealed• Railway Pas
senger Fare Tax. Such a tax was initiated in 1957 in 



acconlaucc with the Railway Passenger Fares Act, 
1957. It was repealed from 1st April, 1961 in prusuance 
of a recommendation by the Railway Convention 
Committee on the ground that the tax had reduced 
the scope for raising railway passenger fares. The 
States have since been paid grant in lieu of the tax 
whtch was initially fixed at Rs. 12 ·5 crores per annum 
anu raised toRs. 16.25 crores from 1966-67 and 
again to Rs. 23 ·12 crores for the period 1980·81 to 
1983-84. The Eighth Finance Commission has raised 
the grant to Rs. 95 crores per annum. The States have 
in the past felt dissatisfied about the fixed nature 
of this grant whereas the yield from railway 
passenger fares has increased manifold since 1961. 
Following this, a suggestion has also been made for 
reimposition of the tax. The successive Finance Com
missions,. while generally sympathising with the 
Stales' VIewpoint. did not find reimposition of the 
tax advtsable. The Eighth finance Commission, 
however, found scope for levying the tax but observed 
that no such tax should be levied so long as the pre
sent arrangement of grants to States in lieu of the 
tax continues. 5< 

10.9.32 By raising the lumpsum grant in lieu 
of the Ratlway. Passenger Fare Tax, the Eighth Fi
nance Commtsston has assuaged the feelings of the 
State Governments. While the matter, for the present, 
seems to have been settled amicably, for future we 
would only suggest periodical review and suitable 
adjustment of such lumpsum grant on thl' 
recommendations of the Finance Commission. 

. 10.9.33 We have also noted that the implementa
tion of the above-mentioned recommendation by 
the Eighth Finance Commission was somewhat 
delayed. In the Explanatory Memorandum laid 
before Parliament the procedure of its consideratict. 
by the Railway Convention Committee was mentioned. 

10.9.34 The Finance Commission makes re
commendations to the President. It would be un
fortunate if the recommendations of the Finance 
Commission are again subjected to detailed scrutiny 
by yet another body, only because of likely impact 
on a department of the Union Government. Such 
mat!ers should be treated as internal matters calling 
for mter-departmental adjustments in the functioning 
of the Union Government. We recommend that the 
Union Government should signify its acceptance 
of the Fmance Commission's recommendation in 
regard to this item also along with the other items 
while placing the Explanatory Memorandum before 
Parliament. 

Impact of Dearness Allowance, etr. 

10.9.35 A major complaint of the State Govern
•nents is that periodical _upward revisions of pay, 
dearness allowance,, termmal benefits, etc., of the 
Unton Governments employees cast considerable 
burden on their finances as there is pressure on them 
to raise the benefits to their own employees covering 
not only G.overnment servants but also employees 
of local bodtes, teachers, etc. Due to bunching of such 
~xpendtture-obhgaUons, the burden on the States' 
hudgets often becomes unbearable, particularly for 

54. R~pmt of the E;ghtll Finan~ Commission, 1984, Par~ 
I 'i.61, Page 117, 
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the less-developed States, thus wiping out the availa
btltty of surpluses from current revenues for develop
ment. On the other hand, during the last few years, 
revisions in the rates of salaries and emoluments in 
many States have been frequent and substantial, 
and in some cases have overtaken the pay-scales and 
benefits of the Union Government's employees. 

10.9.36 The Finance Commissions have shown 
increasing concern with the States' expenditure re
quirements in this regard. The Eighth Finance Com
mission allowed dearness allowance upto an average 
of 520 points (All India Consumer Price Index Number 
with base !960=100). However, the experience in 
this regard has been that the rate of inflation has 
been significantly higher than the original estimates 
on which such provisions were based. The hurden 
and uncertainty in financial deployment due to dear
ness allowance, pay revisions, etc. has been faced by 
both the Union and the State Governments. 

10.9.37 We note that the Finance Commissions 
take into account the expenditure liability of the 
States with respect to dearness allowance, etc. and 
make a provision for the same. According to some 
States, this provision has proved inadequate due to 
the actual rate of inflation being substantially higher 
~han the projected rate. But if inflation increases outlay, 
tt mcreases revenue also. The permanent secretariat 
of the Finance Commission recommended by us 
should make an annual review of the situation. We 
recommend that, if in any year the net burden of the 
State seems unduly heavy, the Planning Commission 
and the Union Ministry of Finance should jointly 
evolve appropriate relief measures. 

Royalty on Minerals, Crude Petrolet·m, etc. 

10.9.38 Some State Governments have alleged 
payment of madequate royalty on minerals, petro
leum, etc. extracted from their territories. The rates 
of royalty on minerals were to be fixed by the Union 
Government once 111 four years under Section 9(3) 
of the Mines and Minerals (Regulation and Develop
!nent) Act, 1957. Following an amendment of the Act 
m 1_986, this period has been reduced to three years. 
Stmtlarly, 111 case of crude oil, the rates of royalty are 
fixed under the Oil Fields (Regulation and Develop
ment) Act, 1948. Section 6(A)(4) of this Act restricts 
the Union Government to fix the rate of royalty in 
case of any m1o:eral oil not to exceed 20 per cent of 
the sale pnce of,that oil at the field or well. The provi
~ton for considering the revision of the rates of royalty 
111 the case of crude oil, etc. has been modified on 
p~rststent .demand by the States to three years recently 
vtde Secllon 2 of the Oil Fields (Regulation and 
Development) Amendment Act, 1984. · 

10.9.39 A major demand of the State Govern
ments has been payment of royalty on an ad mlorem 
basts and not on. the. basis of a specific amount per 
tonne, .spectally. 111 vtew of frequent and sharp in
creases 111 the pnces of many minerals and crude ·1 
A State Government has cited the Nehru Award 

0~f 
196~ and Indira Gandhi Award of 1968 in support 
of tts demand that the royalty on crude petroleum 
should be. b~sed o~ "fu~l-posted price" rather than 
on an arttfictal selhng pnce of indigenous crude 0 
the other. hand, ~he State Governments have !~vie~ 
cesses, Jl1tneral n!lhts tax ~n\1 surcharge which arr 



not unifornJ aniong the States. This is alleged to have 
imposed a discriminatory burden on the price of 
mmerals over and above the rate of royalty. 

10.9.40 The question of royalty on mineral products 
is an area where, besides provu:ung adequate rates to 
tne States, the principles of pricnig policy, the real 
factors behind movement of mternauonaJ price of 
crude-petroleum, the implications of increase in the 
pnce of basic inputs, etc., are to be considered. We 
nave dealt with tnese issues in our Chapter on Mines 
and Mmerals. lt' there are administrative considera
tions against making royalties ad valorem, there are 
equity considerations against not revising them for 
3 or more years in times of persistent inrtation. As 
recommended therein, the review of the royalty rates 
on minerals should be made every two years and well 
m time, as and when they fall due. The same pro· 
cedure should also apply to royalty on petroleum and 
natural gas. 

Suggestions for new institutions 

10.9.41 While suggesting solutions to the problems 
in Union-State financial relations some State Govern
ments, as also others, have suggested creation of new 
institutions. Such suggestions are made for two 
categories of institutions : (a) a machinery for 
consultation and discussion on issues on mutual 
economic interest between the Union and the States, 
and (b) institutions, with adequate representation of 
the States, also for specific purposes such as a Loans 
or Credit Council and an Expenditure Commission. 
The suggestions for the new institutions thus emanate 
from both a positive urge for a larger measure of 
consultation between the Union and the State Govern
ments on financial and economic issues and from a 
feeling of arbitrariness in the approach of the Union 
Government to some matters. 

10.9.42 One State Government has observed : 
"A large part of the_ inadequacy in the func!ioning 
of Union-State financial relations as reflected m per
sistent grievances seemingly harboured by the States 
and the concern expressed by them before different 
forums could have been taken care of by providing 
effective means of consultation, on a regular basis, 
between the Centre and the States on all matters per· 
taining to financial relationship between them". 
Another State Government has • suggested that con· 
sultation between the Union and the States on financial 
matters could be ensured by a Committee of Finan"-e 
Ministers of the States presided over by the Union 
Finance Minister. Some others have suggested that 
it would be desirable if the views of the State Govern
ments are ascertained before moving a bill to levy or 
vary rate-structure or abolish any of the duties enu
merated in Articles 268 and 269. Grantmg of exem
ptions and lowering of rates of Income Tax, net pro
ceeds of which are now sharable _wtth the States t? 
the tune of 85 per cent, by the Umon Government IS 
often cited as another area where the State Govern
ments should be taken into confidence. . 

10.9.43 The Forth Finance Commissi~n had obser
ved that there should be provision for mter-Gover_n
mental consultation as there . was a Wide-spr~ad lUIS· 
understanding about the Umon Governments pohcy 
arising from its alleged tendency . to neglect shared 
revenues and inadequate explmtation of taxes under 
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Article 269. The Sixth Finance Commission was 
also of the view that a significant improvement in the 
linancial relatiOns between the Umon and the States 
would be achieved if decisions ·afiecting revenues of 
States were taken alter the Widest possible measure 
of consultation as underlying the spuit of Article 
274 of the Constitution. A State C..overnment has 
also suggested that Article 274 be amended to in
clude 'Mates' besides the 'President' for introducing 
or moving any Bill or amendment in which States 
are interested. 

10.9.44 The Srinagar conclave of Opposition Parties 
(October, 1983) haa also suggested an institutional 
forum for consultation between the Union and the 
State Governments on fiscal issues of mutual con
cern. However, neither the State Governments nor 
the Finance Commissions have dwelt on the organisa
tional details of a forum for regular and formal con
sultations on financial matters. 

10.9.45 In the context of planning relationship, one 
State Government has suggested a National Planning 
and Development Council. An eminent economist 
has suggested setting up of a similar Council, with 
representation from the States, to take care also of 
their wider interests, for example, in the field of indus
trial licensing, export and import licensing, sub
sidies, incentives, employment, etc. 

10.9.46 Evolution of healthy Union-State relations 
in respect of all financial matters is basic to the proper 
functioning of a two-tier polity. We have noted that 
in the Constitution the thorny problem of division 
of resources between the Union and the States and 
among the States has been removed from the political 
arena by providing for a Finance Commission. Trans
fer of resources for Plan purposes also, to a very 
large extent, is based on accepted formulae and ob
jective criteria. However, apart from the quest IOn 
of devolution of resources, there IS a large area bavmg 
interface between the Union and the States in respect 
of financial and economic relations. There is impera
tive need for organic linkage and coordination bet
ween the two levels of Government in raising resources 
and controlling of expenditure. 

10.9.47 The major areas or matters requiring coor
ordinated action may be classified broadly into four 
groups : 

(i) actions of the Union Government which could 
result in higher resources for the States and also 
prevent loss of revenues to them; 

(ii) restrictions resulting from Union action on 
taxation by the States; 

(iii) actions of Union Government causing increase 
in States' expenditure obhgatwns; and 

(iv) fiscal and monetary policies having a bearing 
on States' finances. 

Group I 

(a) Raising resources from heads of taxation co
vered by Articles 268 and 269 : We have already noted 
in paragraphs 10.5.13, 10.5.32 and 10.9.26 that the 
question of raising ~ore revenues fr_om taxe~ m~
tioned in these Articles, reqUires penodtc reVIew m 
consultation with the States. 



(b) :Revision or tales of royalty : We have consi
dered this matter in detail in the Chapter_ on Mmes 
and Minerals. We have noted therem the complamt 
of the States that not only the rates of royalty are 
low but they are also not revised frequenlly. lhe 
Union Government has pointed out that the "tates 
have been~imposing)arge _ cesses and varymg them 
frequently. Tnis is causing serious problems 10 
ensuring the availability of tnese basic inputs lor eco
nomic development at uniform prices throughout 
ilie country. Clearly, there is neea ~here for consul· 
tation and coordinated action between the Union and 
ilie States in this matter. 

(c) Policies and administration of Additional Duties 
of Excise on specified commodities in lieu of Sales 
Tax ; States complain that the Union Government 
has for long followed a policy of adjusting the basic 
and Additional Excise Duties in a manner iliat de· 
prived the States of revenues which they would have 
realised had the Sales Tax on these items been con
tinued. Recently steps have been taken by the Union 
Government to enhance these Additional Excise 
Duties. 

(d) Rebates/concessions in Income Tax, Union 
Exc1se Duties, etc., where the proceeds are sharable 
with the States : Much of the misunderstandmg that 
exists in- these matters could be cleared if only a 
measure of prior consultation is resorted to. 

Group II 
Many measures adopted by the Union Govern

ment amount to curbs on States' powers of taxation 
of purchases or sales. We have noted in paragraph 
i0.9.02 the complaints of the States in tnis regard 
ansing from control of the Union over taxation of 
inter-State trade and commerce and taxation of trans
sactions in respect of essential commodities. Levy 
of Consignment Tax has been made possible by the 
Forty-sixth Amendment to the Constltution and this 
tax is expected to yield subsuintial additional reve
nues tq the States. We have noted that this power 
has been vested in the Union to ensure that the free 
flow of inter-State trade, commerce and intercourse 
throughout the country is not iliwarted and the eco
nomiC unity of the nation is not endangered by the 
States by erecting discriminatory or oppressive tax
barners. TaxatiOn of essential commodities has 
also to be kept low and reasonably uniform tltrough
out the country. 

Group III 

(a) Actions of the Union in the field of adminis
tered prices of steel, coal, oil, etc., have large impli· 
catwns for the States. These increases affect signi
ficantly ilie costs of various projects undertaken by 
the States. While m the case of irrigation projects 
the capJtal costs go up, in power projects the capital 
as well as operational costs both escalate. 

. (b) Upgradation of pay, dearness allowance, pen
SIOnary benefits and the like of Union Government 
employees by its inexorable impact, often leaves ilie 
States with no choice but to provide similar benefits 
to their own employees. 

Group IV 
One of the .most Important areas requiring coordi

natwn of pohc1es ts the field of indirect taxation. 
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Th~ Taxation Enquiry Colllmission, 1953-54, had ob-
erved.: 

"It is in the field of commodity taxation, however, 
that the need for uiJderstanding and coordination 
is greatest between the Central Government and 
th"'e States. The sales taxes, as they have evolved 
in India, do not consist merely of a tax on the gene· 
rality of sales, but also include special rates on 
specific.,. commodities, many of which are subject 
to taxation by the Central Government in the 
form of excise duties. There are, besides, questions 
regarding ilie use of State- sales tax system for 
purposes of economic policy iliat may have reper
cussions on areas and interests outside State juris
diction"51. 

10.9.48 We have attempted above to illustrate 
through certain examples the existence of a vast area 
requinng)nter-governmental coordination of econo
mic policies. As observed by the Taxation Enquiry 
Commission,~ wiili_ growing importance of public 
finance in the_ national economy, and with increasing 
linking of ilie Union and ilie States in the fiscal sys
tem, it has become important to develop an inte· 
grated, national approach to ilie problems of mobi· 
lisation of resources including taxation and expen
diture. 

10.9.49 We are of the view that consideration of 
various financial matters, in ilie setting of a national 
perspective is essential to remove any misunderstanding 
with respect to fiscal measures adopted by the Union 
and the States as also to evolve mutually accepted 
policies. Keeping in view ilie importance of financial 
relations, it is necessary to provide a fourm which will 
adequatley respond to these needs. It is essential 
that various issues are examined by expert groups 
from time to t1me before the same can be brought up 
for consideration at a political level. This will faci
litate crystallisation of issues and indicate possible 
solutions and remedial actions. We have recommen
ded in the Chapter on Economic and Social Planning 
that National Economic and Development Council 
?hould. be "!lnstituted under Article 263 as the apex 
msututwn lor Inter-Governmental consultations on 
all economic and social developmental policies. The
refore, any. forum for discussing financial aspects 
should be mtegrated fully into this arrangement. 

10.9.50 We recommend that a Sub-Committee 
on Finance of the Standing Committee of the NEDC 
may be constituted constisting of the Union Finance 
Secretary and the Finance Secretaries of various 
States and Union Territuries. It will consider all such 
matters calling for coordination of economic policies, 
as may. be entrusted to It b)l the N EDC or its Standing 
Colilllllttee. This body wtll report to ~he Standing 
Colilllllttee of the NEDC. Smce Planmng Commis
Sion would be provtdmg the secretarial support 
to ilie NEDC, the same may be ex~ended for this body 
also. This Will ensure expert constderatwn of various 
aspects of the problems and adequate consideration 
of ~e VIews of the Union and the State/Union Terri· 
tones.. The role of this Sub-Committee will be de· 
liberatJve and advisory and helpful in forging a 
consensus on financial matters. 

55. Report of the Taxation Enquir;y Commission, 1953-54, 
Vol. 1, p. 167, 



Ex.penditure Commission 

10.9.51 Given the overall resource shortage and 
growing responsibilities of both the Union and the 
State_ Governments, increasing concern has been shown 
about their pattern..,of expenditure. Criticism has 
been levelled~ against A both the tiers of Government 
with respect to their priorities in spending, coupled 
with allegations~ of wastage~ and ~fiscal inefficiency. 
There ..._is _also _a~ specific allegation that the Union 
Government mcurs substantial expendtture on State
subjects all of which cannot be justified in terms of its 
role specified in the Constitution. It has been pointed 
out by many in response to our Questionnaire that 
the present agencies concerned with expenditure 
control, namely, the Comptroller and Auditor 
General of India and Public Accounts Committees 
of Legislatures have not been very effective in this 
regard. For quite some time there has been a sugges
tion that a National Commission on Expenditure 
should be created to examine the patterns of expen
diture of the Union and the State Governments. The 
idea of an Expenditure Commission was also endorsed 
in a Seminar on Centre-State Relations held in Banga
lore in 1983. However, none of the State Govern
ments, except one, has favoured the proposal for such 
a Commission. This ~particular State Government 
has suggested a National Expenditure Commission 
as an ad hoc body, to "go into the expenditure of the 
Central and State Governments thoroughly and rationa
lise the basis for assessment of revenue surpluses 
for the guidance of future Finance Commission". 

10.9.52 Indeed, a Commission on Public Expendi
ture was set up in India by a Resolution of the Union 
Government on May 29, 1979, as a result of the stress 
laid by the then Deputy Prime. Minister-cum-Finance 
Minister on the need for contammg the growth m 
public expenditure, while presenting the budget for 
1979-80. Among . other things, the Commission was 
required to look l'nto the areas in ~hich .e~~nomy 
could be effected, identify non-essential . actlvttles or 
overlapping functions between the vanous depart
ments of Government of India and State Governments, 
review the creation of new posts and suggest measures 
for containing expenditure on staff. It was also 
required to review the existing arrangements for pl~n
ning, execution, monitoring and evaluation .of maJor 
projects and programmes. The Commtsston was 
wound up on January. 31, 1980. _i.e., after about eig~t 
months of its becommg operatwnal, but before 1t 
could submit its report to the Government. 

· 10.9.53 Before considering the need f~r an Expen
diture Commission it is necess'}ry to go mto the ade
quacy of the existing machinery for expe?d1ture con
trol. The basic control on budget rests w1th the leJps· 
lature. After passing the budget, the. legtslatlve 
control continues with the object of ensunng that the 
funds appropriated are properly used for the purposes 
specified and in an effic1ent manner. 

10.9.54 The important instruments of Parlia£?entary 
control are the Committees of Parhament, vzz., the 
Public Accounts Committee and the Estimates Com
mittee. The latter is also required to keep. an eye on 
securing economy and efficiency in expenditur~ and to 
suggest necessary modifications. The ComiDJtte~ on 
Public Undertakings also seeks to ensure pruden~ m the 
management of finance by the public undertakings. 

299 

10.9.55 In a Parliamen!My system, the role and 
authority of the legislature in~determining priorities 
are supreme and cannot be questioned. However, for 
ensuring adherence to the priorities evolved, the legis
lature has to pay utmost attention to the budgetary 
proposals. Pre-vote scrutiny of the estimates is a very 
crucial stage. It may not be possible for Parliament 
or a State Legislature to go into the details of all the 
estimates. A practical way may be to constitute 
small Sub-Committees which could consider the 
estimates. However, it is for Parliament and State 
Legislatures to evolve suitable procedures in this 
regard. · 

10.9.56 A significant feature of the Constitutional 
provisions is that the Comptroller and Auditor Gene
ral of India has the authority to audit all expenditure 
from the revenues of the Centre and the State Govern
ments. He has to ascertain that the amounts shown 
in the accounts are duly disbursed and the expenditure 
conforms to the authority which governs it. The 
reports of the Comptroller and Auditor General are 
placed In Parliament and the State Legislatures and 
form the basis for further discussion by the Public 
Accounts Committee with the concerned departments. 

·10.9.57 While the system of audit and expenditure 
control is quite elaborate, some problems in its wor
king have been highlighted. For example, it has 
been pointed out that there are delays in the pre
paration and submission of audit reports. The 
maintenance of accounts in the Treasuries and their 
reconciliation leaves much to be desired. . There has 
to be a greater emphasis on evaluation audit. We 
are given to understand that processes are afoot to 
bring about qualitative improvements in these respects. 
However, the need for an efficient system of audit 
and accounts to serve as basis for expenditure control 
cannot be over-emphasised. 

I 0.9.58 It has to be appreciated that there arc pro
cesses subsequent to audit which are important for 
effective expenditure control. Indeed, the Comptroller 
and Auditor General of India can do little to re
shape priorities and norms in spending. We have 
been informed that in several States, audit reports do 
not got the importance they deserve. They are often 
submitted to the Legislatures towards the fag end of 
their sessions, leaving little time for a fruitful discus
sion. Otherwise also, the discussions, it is alleged, 
are often insufficient and done in a routine manner. 
It has also been emphasised that the Public Accounts 
Committee, the Committee on Public Undertakings 
and the Estimates Committee need pay greater atten
tion to the Audit Reports and it should be ensured 
that the executive responds to them well in time. 
Backlog of arrears in the consideration of the Audit 
Reports bas been observed. In the case of a parti
cular State, as in September, 1986 the last report on 
which discussion had been completed related to 1971-
72.68 Such delays as also non-regularisation of 
excess expenditure in relation to amounts granted, 
create a slackening tendency in expenditure-control, 
which is incompatible with the spirit of the Constitu
tion. The post-audit process, indeed, needs to be 
further strengthened. 

56. Observation made by the Comptroller aod Audoto• 
General of India in his address to the Seventh Conference ol 
Chairman of Public Accounts Committees on September 9, 
1986. 



io.9.59 We are of the view that the estabiishnlent of 
an Expenditure Commission as a permanent or an 
ad hoc body for 'one-shot operation' is not necessary. 
A better alternative is to strengthen the existing system 
itself. For this purpose, it will have to be ensured 
that the existing institutions themselves play the role 
expected of them. This is indeed, an area where 
further institutional mechanisms and safeguards 
cannot be expected to substitute the conscience, will 
and responsibility of those on whom a duty in this 
regard has been appropriately devolved by the system. 

10.9.60 The Constitution has done away with the 
multiplicity of audit authorities and has made the 
Comptroller and Auditor General of India as the 
sentinel of the country's finances. The merits of the 
present system of terms of uniformity and economy 
in the cost of audit are obvious. There is functionally 
a close interaction between the Union and the State 
Governments in fiscal and financial matters. Applica
tion of uniform principles and procedures in the main
tenance of accounts at the two levels of Government. 
their ,·upervision by a common and independent Cons
titutional authority, early detection of any irregularities 
and initiation of timely remedial action are the hall
marks of our audit system. It will, indeed, create 
complications, both in administration and understan
ding, if multiplicity of authorities come into being and 
prescribe their own systems of accounting and proce
dures. There is also advantage in the present uniform 
authority in terms of economy in cost and audit ser
vices. We are, therefore, unable to support the sugges
tion that Entry 76 of List I be modified to provide 
for separate Auditors General at the State level. We 
are further unable to agree with the view-point of a 
State Government that the present centralisation of 
audit is the root-cause of the procedural delays. Scope 
for reducing delay in the finalisation of accounts has 
to be considered by the Comptroller and Auditot 
General himself, who, indeed is seized of the problem 
and has over time brought about improvements. 

10.9.61 It is also not possible to support the sug
gestion made by another State Government, that eva
luation audit should be entrusted to an agency cons
tituted hy the State Government itself as a qualitative 
improvement in the procedures of audit has to be in
trinsic to the sysem. In our view, there is no pressing 
necessity at present to have separate Federal and 
State audit services. 

Operational Irritants 
10.9.62 The last thirty-seven years have witnessed 

prognMive enlargement in the scale of fiscal opera
tions and proliferation in the activities of both the 
Union and the State Governments. This has obviously 
increa~~d the area of interaction between the two levels 
of Government. A few State Governments have brou
ght to our notice some 'irritants" in the day-to-day 
working of the financial arrangements. By their very 
nature these do not call for Constitutional remedies, 
or farreaching institutional changes, but merit mention 
for consideration of procedural improvements. Some 
c.f the&>! problems have been noticed in the context of 
the issue> discussed eatlier. The other irritants relate 
to the arrangements and procedures governing release 
of funds to relieve natural calamities, grants for 
upgradation of administrative standards and Central 
assistance for State plans and Centrally Sponsored 
Schemes. 

j()(j 

Relief "for natural calamities 

10.9.63 The system regarding financing o~ relief 
expenditure in the present f?rm was stand3;rdtsed _by 
the Seventh Finance Commtsston and modtfied wtth 
respect to the provision . of margin-~oney by the 
Eighth Finance Commtsston. The sahent features of 
the present scheme are : 

(i) Margin-moneys towards expenditure on na
tural calamities have been fixed by the Etghth 
Finance Commission taking into consideration 
the average of non-plan expenditure on the 
relevant items during 1978-83 (aggregate for 
all States Rs. 240.75 cores in contrast to 
Rs. 100.55 crores recommended by the Seventh 
Finance Commission). 

(ii) Half of the margin-money for each State was 
built into its reassessed expenditure forecast 
by the Finance Commission and the remaining 
half left to be provided by the Union Govern
ment. 

(iii) On the occurrence of a natural calamity, if the 
order of expenditure is estimated to be in excess 
of the margin-money, the concerned State 
sends a memorandum to the Union Govern
ment. After examination of the memorandum 
in the Union Ministry of Agriculture, a Central 
Team visits the State for on-the spot assess
ment of the damage. 

(iv) The report of the Central Team is considered 
by the High Level Committee on Relief, which 
recommends ceilings for different items. After 
considering the recommendations of the Com
mittee, the Finance Ministry fixes the ceiling 
of expenditure and communicates the same to 
the State Government. The amount in excess 
of the margin-money qualifies for Central 
assistance. 

(v) The pattern of Centrar assistance distinguishes 
between drought as one category and 'floods, 
cyclones, earthquakes, etc.', as another. In case 
of drought, the expenditure is to be treated as 
part of the Plan for which, subject to approval 
by the Central Team/ High Level Committee 
advance Central assistance is relea~d upto fiv~ 
per cent of the outlay of that year's annual 
plan. If the relief expenditure cannot be con
tained within this limit, the extra amount is 
provided by the Union Government as 50 per 
cent loan and 50 per cent grant. In case of 
floods, cyclones, and other natural calamities 
of the excess of exJJ<:ndi~ure over the margin: 
mo_ney, 75 per _cent IS given as grant against 
~hich a matching expenditure of 25 per cent 
ts made by the State Government. 

(vi) The. unspent amount of margin-money IS 
earned forward to the next year. 

10.9.64 The State Governments have highlighted 
the following p~oblems with respect to the arrange
ments for financmg natural calamities relil'f : 

(i) A few States have suggested that relief 
0 ~atural c~a"';ities should be treated as a na~ 

t10nal obligation. 



57. Report of tire Finance Commission, 1978, Chapter IV, 
Para 13, p, 52, 
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of the assistance needed, We note that the Central 
Teams visit the affected areas and hold detmled dis
cussions with the State Government. We see no 
better alternative for arriving at an objective assess
ment keeping in view the urgency of the situation. 
It is for the State Governments to assess and con
vince the Central Team in making such assessment 
of the damages caused by the natural calamity. In 
a situation of drought, it should be possible for the 
State Government to prepare a detailed memorandum 
and for the Union Government to assess the extent 
and nature of assistance to be given well in time. The 
drought situation gets built-up over a priod of time. 
In the event of a cyclone or floods, immediate need 
is f,11' providing relief to the victims by way of clothing 
and shelter. Emergency repairs to roads for restoring 
communication, irrigation and drinking water source,, 
etc., are also to he taken up immediately. If appro
priate norms are formulated by the Union Govern
ment, in consultation with the States, there should be 
no difficulty for the State governments in taking 
up relief operations immediately without waiting for 
formal approval from the Government of India. 
The Central Team to assess the damage caused by 
natural calamities should invariably be headed 
by the Adviser in charge of that State in the Planning 
Commission, as was the practice in the past. It would 
be his responsibility to help the Commission in 
assessing the States' performance over time in this 
regard. 

10.9.68 We recommend that a proceJure which 
enables States to expeditiously provide necessary 
succour and relief to the affected people should be 
evolved in consultation with the States along with 
suitable norms in regard to the scale of relief. 
This calls for a time-bound programme. Formulation 
of standard formats for submission of memoranda 
by the States will greatly help the Union in dealing 
with the requests of various States urgently and on a 
uniform basis. 

10.9.69 As regards the suggestion to give the 
States freedom to incur expenditure on any item within 
the ceiling, it may be observed that the Central assis
tance is computed on the basis of requiremenls of 
various individual sectors. In our view it is not po'
sible to give the States blanket permbsion to incur 
expenditure on any item wh~tsoever within the 
ceiling. Nevertheless, it is necessary to recognise 
that it is the State afflicted by the calamity which is 
better conversant with the local needs. The State 
visited by such a vis majore must form the focal point 
itself-rather than placed in a strait-jacket-with 
better scope for necessary adjustments. Tn a c:·la
mitous situation, the State should have a reasonable 
discretion to make inter-district or inter-,ectoral 
adjustments. To allay the apprehensions that the 
expenditure pattern adopted under the stress of ur
gency may not find al'proval, we would sugge;t that 
norms in regard to 1tems of expend1ture wh1ch are 
to be incurred immediately, e.g., relief by way or 
free issue of foodgrains, clothing and rebuilding or 
shelters in the event of floods may be evolved by the 
Union and communicated to all State Governments. 

10.9.70 We find considerable merit in the suggestion 
that relief assistance would extend beyond the finan
cial year. The main working season in most parts 



of the country is from December to June-July. The 
ni~y season begins in June or July. Thus, if resto
ration works are to be carried out in the event of 
floods, or if employment is to be provided in case 
of drought, the financial year loses its importance. 
We would suggest that assistance required till the 
next Jun: 'July should be decided in the beginning 
itself so that relief works can be properly planned 
and executed. 

10.9.71 The Union Ministry of finan~-e has drawn 
our attention to certain disturbing trends. It has 
been pointed out that the demands made by Start
Governments are rising sharply and the ultimate 
relief found necessary is only a fraction of this demand. 
Even with this order of relief, the total burden on 
the Union has been going up steadily year after year 
and in 1985-86 it was well over Rs. 1200 crores. It 
i> suspected that there is a connection between the 
very large demands for relief and inc~ea.sing deficits 
emerging in the States' budgets. Th1s 1s most un
fortunate. Such a situation needs to be etrectivdy 
tackled. Persistent irresponsibility in this regard 
by a State should be taken into account by the Fina
nce and Planning Commissions in recommending 
future assistance. 

10.9.72 We have pointed out in the preceding 
paragraphs, the need for leaving with the States con
siderable discretion in the financing of natural cala
mities relief. While this is necessary, it is equally 
important that wasteful expenditure is avoided and 
the intended benefits are •eally achieved. The present 
arrangements for monitoring of expenditure appear to 
be grossly inadequate. It is n~cessary that the res
ponsibility for proper momtonng rests on agenctes 
concerned with the administration of relief. Repeated 
demands for large relief assistance in the case of 
drought clearly underscore the need to evaluate. the 
effectiveness of schemes undertaken m the prevwus 
years both under relief and as part of States' de
velopment pla~s. ~here shoul~ be ~ sy~tem of strict 
penalties for dtverston and m1sappbcatton of funds. 
We would like to Jay the greatest stress on setting 
up of an adequate machinery urgently for this purpose. 

10.9.73 A few State Governments and some others 
have suggested that a .National Fund sho!!ld be crea
ted out of which rehef should be provtded to the 
States whenever natural calamities occur. The de
tails of the size, operation and management of such 
a Fund have not been spelt out. One of the State 
Governments has suggested that this should be a 
State Relief Fund and its funding should be on a statu
tory basis. The rationale behind this demand for 
creating a National Fund al?l?ears to be that .such a · 
Fund will ensure more exped1ttous flow of ass1stance 
to the States in need, unhindered by political con
siderations, do away with limitations of margin 
money and cast a s~.aller burden on th~ States 
facing natural calamtltes. It may be pertment to 
point out that the Si":th Finance ~ommi~sion (1~73) 
was specifically requ1red to go mto th1s question. 
The Commission weighed the pros and cons of 
creating a National Fund towards natural calamities 
relief. It 'was the advantage in the proposal in terms 
of a single focal point at•t~e Centr.e ~or c.oordination, 
p·.,n 'tion of purposeful mter-Mtmstenal coopera
ti ~'1 if the Fund had an administrative arm of its 
own, development of technical expertise in analysing 

302 

natural calamities and creating a sense of common 
concern among the Centre and the States. On the 
other band, that Commission took note of complex 
administrative problems, the danger of the National 
Fund arrangement degenerating into a creditor- · 
debtor relationship with the States, introduction of an 
additional complication in the federal financtal struc
ture and the difficulty in covering the requirements 
in case of natural calamities of very large magnitude. 
The Finance Commission also noted that most 
of the State Governments were against the creation 
of a National Fund. It reached the conclusion that 
creation of a National Fund for meeting natural cala
mities funded by both Central and State Govern
ments, was 'neither feasible nor desirable'. 

10.9.74 It is important to mention that the exis
ting arrangements for natural calamities relief assis· 
tance were evolved subsequent to the consideration 
of a National Fund by the Sixth Finance Commission. 
If any switch-over to an alternative arrangement is 
to be made, it must constitute a distinct improvement 
over the present system and also take into account 
other relevant matters like recent introductin of crop 
insurance schemes, inter-State differences in capacity 
to make contribution to the Fund, relative proneness 
of the region to natural calamities, etc. An advantage 
of the Fund, however, could be to further insulate 
provision of relief assistance from political considera
tions. All these requir~ expert examination along with 
an assessment of overall expenditure commitments 
of the States. We note that one of the terms of refe
rence of the Ninth Finance Commission is to examine, 
along with other aspects of natural calamities relief 
arrang.!ments, "the feasibility of est2 blishing a national 
insurance fund ·to which the State Governments rna} 
contribute a percentage of their revenue receipts." 
As the matter has alr~ady been referred to this expert 
statutory body, we refrain from making1 any~ recom-
mendation in this regard. · 

Release of grants for upgradation of standards of 
administration 

10.9.75 Since the Sixth Finance Commission 
special purpose grants are being provided to th; 
States for upgradation of standards of administration 
in specifie<l spheres. The present arrangements for the 
rele%e <'f these grants have been spe]t out by the 
Eighth Finance Commission. These have been accep
ted by the Government of India, and are under imple
mentation. These are briefly as under : 

(i) Initially, the Ministry of Fnance would release 
a grant of 10 Per cent on an 'on account' basis 
to !1 State, with a request for necessary insti
tutiOnal arrangements, i.e., setting up of State 
lev~! Empowered Committee to determine 
v~rw~s aspects of the schemes, including spe· 
c1ficahon o[ physical norms and costs, and a 
plan of actiOn. 

(ii) <?n ~eceipt of the information about the cons
tltUtlun of ~he i!lstitutional arrangements and 
pt.an of action m the State, the Ministry of 
Fmance would release another I 5 Per cent of 
the grant. 

(iii) Subsequent. relea~es of grants are determined 
on the basts. of tmplementation and physical 
progress achteved. 



10.9.76 The Finance Commission has specified 
the amounts of such instalments of grants to be relea
sed for each of the selected s.;.ctors. A Central-Level 
Inter-Ministerial Empowered Committee has been 
se~ ~p ~o monitor the progress of the projects and 
utlhsatwn of grants. It was hoped that this 
i~stitutional set-up would reduce the delays, and 
difficulties hitherto experienced in the release of 
such grants. 

10.9.77 . A few State Governments have brought 
to our notrce that the Central-Levd Inter-Ministerinl 
Empowered Committee had been laying down condi
tions which made it difficu It for them to implement 
the schemes. It ho;s been argued by them that as the 
implementation of these schemes casts a burden on 
the States concerned dne to cost-escalation or fluctua
tions in cost-norms, they should be allow~d gre~.ter 
flexibility in incrming eXPenditure, includino changes 
in year-wise phasing. "' 

10.9.78 As the system has r·~cently come into 
being, such teething troubles cannot be ruled out. 
The Central and State-Level Empowered Com
mittees were set up with a view to sre< mlining the 
various operational problems, including the types 
mentioned above, by developing proper rapport 
between them. The Eighth Finance Commission has 
recommended that the: Ccntral-Levd Empow.,red 
Committee should be authorised to alter physical 
targets within the amounts specified by the Finance 
Commission and also to transfer grants from one 
scheme to another in the same sector. Wear~ confi
dent that with the flexibility provided in the scheme, 
it should be possible to implement the same without 
any serious difficulty. No doubt, these arrangements 
would be reviewed by the subsequent Finance Com
missions in the light of the exp~rience gained and ne
cessary procedural changes recommended by them. 
In view of this, we do not make any recommendation 
in this regard. 

Release of Central plan assistance 

10.9.79 Central assistance for the Plan for all the 
categories of schemes now constitutes over two-fifths 
of the total transfers by the Union to the States. The 
detaiis of the mechanism and the problems in this 
regard have been dealt with in the Chapter on Econo
mic and Social Planning. Over the years, some stream
lining of the procedures has taken place with respect 
to its aiTocation, pattern and release. So far as the 
State-plan sector is concc:rned, ten instalments, each 
represc:nting I} 12th of the amount of allocation for a 
State, are released every month from April to January 
and the b~lance is released during Febnrary-March 
after ascertaining th" progress of Plan expc11diture 
as a whole and on the earmarked sectors. The 
additional Central assistance towards the externally
aided projects is released on a quarterly basis, in the 
months of June, September, December and March. 
Advance Plan assistance towards natural calamities 
is released on the basis of the recommendations 
of the Central Study Team and the High Level 
Committee on Relief in suitable instalments k~eping 
in view the progress of expenditure. 

10.9.80- For the schemes in Central Sector Plan 
being implemented in the States, the Mini>tries con-
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cerned sanction and release the amounts algng with 
monitoring of the schemes. So far as the Centrally 
Sponsored Schemes are conc~rncd, since 1977, the 
Union Ministries have th,mselv~s been releasing the 
amounts. Although no set schedule is followed they 
have been advised to maintain regularity in the 
releases. 

10.9.81 Some operational problems highlighted 
by the State Governments in regard to reltase of 
Central assistance for the Plan are : 

(i) The delay in the auditing of the figures for 
which the States a 1 e dependent on the Com
ptroller and Auditor General of India, in turn, 
causes delay in the settlement of assistance. 

(ii) Jn case of Centrally Sponsored Schemes, the 
conditions imposed by the Union Ministries 
compel the State Governments to mak~ sptcial 
efforts to get the Central assistance rdeas~d. 

(iii) Often the Central component of financial allo
cations for the Centrally Sponsortd Schemes 
are communicated late in the financia.l year. 
As the States continue incurring expenditure 
on the basis of previous year's amount, serious 
pressure on finances is felt by them. 

10.9.82 The above-m~ntion~d problems are pro
cedural in nature. We are given to understand bv the 
Union Ministry of Finanec that over the years there 
has been an improvement in the rdease of Central 
assistance to States. So far as the Centrally Sponsored 
Schemes are concerned, as has been pointed out by 
us in the Chapter on Economic and Social Planning, 
their modalities should be discussed along with the 
Annual Plans of the States and monthly releases of 
Central assistance on their account made on that 
basis. 

10. INDEBTEDNESS, MARKET BORRO
WINGS AND SHARING OF CAPITAL 

RESOURCES 

10.10.01 We have so far dealt with the arrange
ments and mechanisms in rtgard to revenue resources 
and their transfers to the State. fn this Section, we 
consider the issu.s raised in respect of availability 
of capital resources. In a developing economy, with 
a large compon~nt of P~blic S,ctor Plan, the si~nifi
cancc of capital resources cannot bcover-emphasrsed. 
Indeed much of the resource-shortage felt by the 
States.' as well as by the Union Government, ha> 
reportedly been on this accot•nt. The manner of 
deployment and management o~ C!!Pital _reso~1rces 
have, at the same time, resulted 111 rncreasmg mde
btedness of th,; States. On the othe~ hand, the ~ebt 
burden of the Union Government IS also mo~nung. 
The flow of capital rc:;ources to the States are Ill the 
form of Central loans as pan of Plan assistance, 
market borrowings, small savings loans and nego
tiated loans from the financial institutions, etc. 

Issues 

10.10.02 Several State Governments are of ~he 
view that the present arrang cmenh f~r the allocatro.n 
of community's savings are unsatrsfactory. It rs 



alleg~d by them that the Union Government is appro
pliating for itself a lion's shan· of the availa bl~ c~pital 
resources. States' heavy indebtedness and recourse 
to overdrafts are g:nerally projected as manifesta
tions of basic dt sequilibrium in their finances. 
Growing budgetary deficits of the States are said to 
reflect lack of correspondence between their responsi
bilities and resources. 

10.10.03 Most State Governmnets have drawn 
attention to the incteasing indebtedness of the States 
and its del >~erious effects on their ec0nomies. Further, 
it is argu.,d that the mounting burden of d~bts 
servicing h'!S led to serious erosion in resourc~s for 
development, as debt servicing itself absorbs a large 
part of avilable re>ources. In evidence it has b.:.en 
pointed out that in some years there has b~en a 
reverse flow of capital resources, since the burden 
of debt service exceeded the gross flow of Central 
loans to some of the Stat~s. 

10.10.04 The major cause of State>' indebted
ness is stated to b~ h;gh proportion of loans in tre 
Central assistanc~ for the Plans. Investments made 
by the St1tes in th!ir enterprises yield low 
returns. They, ther.Jore, encounter serious diffi
culties in servicing the loans. D!bt relief provided 
on the recommendations of the last three Finance 
Commissions in th~ form of debt-rescheduling and or 
writing off, is alleged to have provided only put 
temporary relief. A~~ordingto them, a lasting solution 
would require a significant enlargement of their 
resources, drastic r.;duction in the loan component in 
Central transt'trs, converting small savings loans 
into loans in perp~tuity, allowing th.> States a share 
in deficit fiaancmg incurred by the Uaion Govern
ment, accommodation of States' overdrafts in 
genuine c1scs etc. 

Factual Po~itioo 
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.10.10.05. Before dealing with these issues, ~ 
brtefly revteW the factual postilion regarding indebted
ness of Stat!S and also of the Union Gov~rnment. 
It will be s"en trom Annexure X.9 that between 1951 
and 1984 the States' outstanding debt inscrcascd 
by ab~ut hrndred times and b~tween 1961 and 1984 
by ab.>ut fourteen times. The pattern of States' 
indcbtedrress shows a very high p:oportion of Cen
tral loam, ranging b~tween 70 and 75 per cent since 
1955-56. In the literature on the subj.ct, the States' 
indebtedness has often been ref .. rred to as being syno
nomou~ v.ith the b:~rdc.n of Central loans on them. 
The Study team of the Admini~trative Reforms Com
mission (1967) had ascribed the heavy liability of the 
States towards Union Government mainly to fast 
increasing Phn loans. It h1s termed the Union-State 
relationship in this respect as that of 'creditor and 
debtor'. ft was found b} the Eighth Finance Commi
ssion that betw~en 1978-89 and 1983-84 the States 
indebtcdness has doubled and that this rate of in: 
creasc has been faster than the growth in their own 
resourc·cs or total revenue receipts.The data presented 
for the Sixth Plan period in Annexure X. 18 shows 
that in many cases the ratio of net to gross Central 
loans is very low and in certain cases such flow has 
been negative. This has been commented upon by 
some experts as indicating a heavy debt-burden on 
the States and a situation of a 'debt-trap' where 
fre~h loans are nec:ssary to service old debts. 

10.10.06 On the other hand, the burden of debt 
on -the Union Government is also very heavy and 
growing. The proportion of repayment of 
principal on market loans and external borrowings 
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and interest charges in the aggregate expenditure of 
the Union Government was about 15 per cent during 
the Sixth Plan period, anc' of repayment in th., capital 
exapenditure about 6 Per cent. The outstanding exter
nal debt stood at Rs. 18.342 crores in che end of 
March 1986 1nd constituted 7.7 per cent of the Gross 
Domestic Product 58 at current prices. There bas 
been a p~rceptible increase in the commercial eX· 
ternal b:Hrowings in recent years. With the gradual 
saturation of option of >oft external borrowings 
and increasing pressure of b:>th defence and develop
ment requirements the burden of Union Governments 
indebtedness is . likely to go up in foreseable future .. 

10.10.07 We first c·.Jnsider th~ criticism and sug
gestions relating to the growing burden of indebted
ness of the States. In a growing economy, it is but 
natural that a significant part of the developmental 
expenditure is financed out of borrowed funds. In 
India, the combined debt of th~ Union and the State 
Governments (excluding loans and advances from 
Union to the States) mcr~sed from Rs. 22,248 crores 
m 1970-71 to Rs. 76, 324 croes in 1981-82,or by more 
than three times, and was about 50 per cent of th~ 
Gross Domestic Product. Over a Period of time, in 
absolute trrms an increas·! in indebtedness is but to 
be expected and is, indeed,common place. For purpo
~es.of analysi~, it would be. meaningful to gauge the 
~ncrdence of md~bedn,;:ss m rel<tion to growth m 
mcome and aggregate expenditure to be able to form 
~n opinion whether it has become too heavy. This, 
mdeed,, w_as also .the approach of the Eighth Finance 
Commts~wn whtch had a special term of reference 
to .ex ;mm~ the Stat~' non-plan capital gaps. It may be 
pot.nted out that whereas States' indebtedness is a 
senous problem requiring a careful pro be into its 
c1uses and corresponding remedial measures, it 
may. not be conceptually correct to compare debt
servtctng of past loans with fresh inflow of Central 
loans. It has to be yiew~d in the perspective of overall 
developm,'!t whtch was facilitated by p~st loans 
~nab.Itng htgher levels .of investm:nt. Fresh loans, 
rn thts sense, are a f~nctton of current levds of invest
m~nt. Th~ mcre~sc, m outstanding debt only illustra
tes the compulstons '?fa growing economy having to 
depend to a sub~tanttal extent on borrowed funds to 
finance current mvcstments. 

10.1~.08 Annexures X.l9 and X.20 relate to 
Statew.tse burden of debt repayment and servicing 
to dtherr aggr.:glte expenditure (revenue + capital) 
an. the Stat~ Dor~estic Product (SOP) at current 
Prtees, re.spec!Ively, m 1973-74, 1978-79 and 1983-84 
~hese pomts rela!e to the base Years of the last thre~ 
d mance.Co.mmtssJ?ns which w~reasked to recommend 

ebt-reltef tn relatron to the Central loans It rna b 
observed that, so viewed, the burde~ of J bte 
ree~YJt?.en~ 9~n3d servicing ~as not increased OVer eth~ 
e e s m -74, eXcept m case of one State But 
~obpared to the average of all States the; burden of 
t~ t-{eP~ment and servicing has been higher for 

e ess eveloped States. SDP is taken as a broad 

58. Reserve Bank of India R 
1984-85 aad I 985-86. eport on Currency and Finance, 



indic~tor of the capacity of the tconomy to bear 
taxation and also to give credit. The pres~nt range 
(2 to 3 per WJt) ofd tbt-repayment (after rescheduling) 
to SDP cannot as such be consider~d too heavy a 
bmden on the economy. As percentage of aggregate 
expenditure also, the debt servicing bas come down 
appreciably from 18.5 per" cent in 1973-74 to 12.2 
Per cent in 1983-84 (and from 12 per cent to 9.2 per 
cent in case of c~ntral loans). 

10.10.09 It is pertinent to note her< that while the 
State Government have received perceptible relief 
on their debt liability towards Union Government, 
the latter has been carrying a heavy burden of indeb
tedness. The proportion of repayment of principal 
and interest-charges in the aggregate non-developmen
tal expenditur~ of the Union Govo!rnment hr.s been 
close to one-fourth. The public debt of Government 
of India-both internal and external-as percentage 
of GDP has increased very sharply in rectnt years, 
from 52.5 per ctnt in 1980-81 to 56.5 in 1985·86 and 
60.5 Per cent in 1986-87• This, s.;en alongwith the 
~izeable deficit on revenue account (Rs. 5,565 crores 
m 1985-86, Rs. 7,233 crores in 1986-87 (R.E.) and 
R:s. 6,742 crores in 1987-88 (B.E.), presents a grim 
picture of the Union Government's finances. 

10.10.10 Annexure X.21 analyses the relative 
importance of net capital transfers to the States over 
the successive Five-Year Plan Periods. It may 
be seen that while the capital transfers have remained 
ab?ut 60 p~r cent ?f the States' total capital receipts, 
their share m relatiOn to total Central transfers, Union 
Government's gross capital receipts and the Union 
<!o':ernment's aggregate budgetary resources, have 
srgn1ficantly comedown over the years. Two conclu-
sions can be drawn : · 

(a) T~e Unio!l Government has increasingly uti
lised caprtal resources for its own purpose;; 
and 

(b) over time, more of revenue transfers and less 
of capital transfers are being made to the State 
Governments. · 

Inasmuch as the proportion of over-all transfers 
(revenue and capital) in the Union Government's 
aggregate resouces bas not come down, a substitu
tion of ~apital transfers by revenue transfer, parti
cularly smce 1976-79, is indicated. This is in consonance 
with the substantial increase in revenue transfers 
recommended by the Seventh Finance Commission 
and maintained by Eighth Finance Commission. Al
though some of the State Governm~nts have com
plained a bout the declining importance of Central 
capita I transfers to them, larger reVenue transfers art 
advantageous to the States particularly in a situation 
where many States have complainedoftheir growing 
indebtedness. 

10.10.1 1. We now consider the bwad patttrn of 
capital transfers bifurcated between Plan and others. 
The Statewise data since the Fourth Five-Year Plan 
is presented in Annexure X.22. 'Other transfers' 
includ~ .State's share in small savings, relief for natural 
calamrtitS, ways and means advances, etc. It is obvious 
that .not on!)' the proportion of capital transfers is 
low rn case of the special category States ( with tht 
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"xception of Jammu and Kashmir), the relative 
importance of capital transfers on Plan account is 
also significantly small, thanks to the liberal pattcln 
(90 Per cent grant and 10 per cent loans) of Central 
Plan assistance applicable to them. In case of 
other backward States like Ass< m, Bihar, Madhya 
Pradesh, Orissa and Rajasthan, the proportion of 
both capital transfers, and, therein of PI"n transfers 
in total .transfers, is significantly high. Such Stat.:SI 
along With some in the middle-income group, cany a 
high burden of servicing CtntJal loans. 

Approaches of ARC, and Finance Commissions 
~ 

10.10.12 The Study Team of the ARC considered 
the debt burden of the States and recommended thai 
loans to States (Plan and non-Plan) intended for re
Iending as also the share of small savings and ways 
and means advances, may be continued on the existing 
terms and conditions. But it recommended that a 
financially productive scheme, Plan or non-Plan, 
should be eligible for an interest-bearing, non-repaya
able loan. It was also of the view that productive 
schemes should not be eligible for grant assistance. 
Financially non-productive schemes should be eli
gible for capital grants, 

10.10.13.~The debt-servicing burden of the States 
which shows considerable variaLions among them, ha~ 
to be dealt with on its merits. Since the Sixth 
Finance Commission, assessment of non-plan capital 
gaps of States and provision of relief thereon has 
been a special term of reference of the succ~ssive 
Finance Commissions. It is pertinent to point out 
that the approaches of the three Finance Commissions 
on the issue of debt-relief differ. The Sixth Finance 
Commission took into consideration outstanding loans 
in relation to State Domestic Product (SDP) and States 
were categorised accordingly and grouped into con
ve~ient rang_es. The Sixth Finance Commission gave 
umform. rehef to. States through debt-rescheduling 
on certam categones of Central loans, e. g., for police 
anti-decoity operations, displaced persons, welfar~ 
on backward ares and loans for clearing overdrafts. 
outstanding at the end of 1974-75. On the other types 
of Central loans, however, uniform relief was not 
given. 

I 0. I 0.14 The Seventh Finance Commission divided 
capital funds available to the States in terms of un
productive, semi-productive and productive purposes 
arriving at criteria for debt rescheduling. Signifi
cantly, it stated : "It is not as if the States had the 
choice to use Central loans only for purposes other 
than unproductive ones.59" 

10.10.15 The Eighth Finance: Commission took the 
view that there is nothing basically wrong in the gro
wth of pubhc debt as the governmental functions are 
growing and certain social and economic goals are 
sought to be achieved. Therefore, larger investments 
than that which can be sustained on the basis of 
c~rrent savings are found necessary. The Commis
sion observed th:·t in a growing economy, normally 
lean receipts would exceed the repayments in any year 
and hence, a situation should not arise in which the 

59. Report of the Finance Commission, 1978, Cl'apter 11 
para 30, p. 114. ' 



capacity of the States to discharge their debts is 
impaired. So long as the liability for repayments 
to the third parties is fully provided for, the inde
btedness of the Staes to the Union could continue 
to grow without any detrimental effect on the national 
economy••. on the issue of Union-State relationship, 
the Commission held the view that a creditor-debtor 
relation did not operate as most of the loans given by 
the Union to the States were used to create capital 
assets. "Returns, if any, from these assets are also 
required by the States for further development. In 
these circumstances, the States have no option but to 
seek assistance from the Union for their developmental 
requirements. The Centre, in turn, has to view each 
State's requirements in the prespective of total national 
needs and provide for them. In fact, this is precisely 
what has been happening and the growing volume of 
Central assistance for the Plan is an indication of the 
partnership between the Union and the States in 
the common endeavour for further economic develop
ment.61" The Eighth Finance Commission also 
found a good index of the capacity of a State to meet 
its repayment obligation to the Centre in its level of 
development as measured by State Domestic Product. 
The Seventh and the Eighth Finance Commissions 
did not take into account Central loans for clearing 
overdrafts of States for purposes of debt-relief. The 
debt-relief provided by the Sixth, Seventh and the Eig
hth Finance Commissions (Annexure X.23 and X.24) 
checked the deterioration in indebtedness of the 
States. But for this, many States with low ratios of 
net to gross Central loans would have crossed over 
to the situation of negative flow of loan funds. 

10.10.16. An analysis made by Seventh Finance 
Commission shows that tess than l 0 per cent of the 
loans outstanding with the States were for non-pro
ductive schemes and programmes. There appears to 
be a tendency to bring in such programmes under the 
capital head in order to expand the Plan size. This is 
not sound finance and ultimately it reacts adversely 
on the availability of resources for the Plans them
selves. In future Plans, for reasons of financial pro
priety, this sector, though small, has to be weeded 
out of the capital budget and put under the revenue 
budget. It is better to tackle the situation at this 
stage whilst the problem is marginal. 

10.10.17 The Seventh Finance Commission has also 
classified certain programmes as semi-productive and 
a few as fully productive. The loans outstanding 
against semi-productive programmes were to be repaid 
in 30 years whereas those classifi"c' as productive 
were to be repaid in 15 years. It is pertinent to note 
here that while the Union Government provides. 
capital funds to the States with periods for repayment 
extending to 15 or 30 years, the monies borrowed by 
it are to be repaid at much shorter intervals. This 
casts additional burden on the Union. The Eighth 
Finance Commission has further lengthened out the 
terms of certain items of repayment. In fact, the 
Sixth, Seventh and Eighth Finance Commissions have 
thrown a fairly large burden on the Union in bailing 
out the States for inclusion of non-productive schemes 

60. Report of the Eighth Finance Commission, 1984, para 14.17 
p.JOL 

61. Ibid, para 14.18, p. 101. 
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in the capital sector and also not p~an~ing suffici
ent returns to meet the capital amort1sat1on charges 
due on other loans by suitable management of pro
grammes. It has to be realised that this process of 
bailing out cannot be car_ned on endle~sly. The 
overall availability of cap1tal resources IS severely 
limited. It is a matter of serious concern that _the 
investments made by the States do not y1eld sufficient 
returns to service the debt, thus further ero~mg the 
availability of capital resources. It is high tnne that 
due attention is paid by the Sttes to these P spec~s 
rather than merely complaining about non:avallabt
lity of resources for development due to h1gh mde
btedness. 

Pattern of Central Assistance 

10.10.18. Bulk of Central loans to the States being 
on Plan account, the pattern of Central assistance 
(viz., proportion of lo~ns and grants) ha~ been pr'?
jected by them as a maJ'?r factor cont~tbutmg to thetr 
indebtedness. The retwnahsatlon m the pattern 
of Central Plan assistance had been introduced in 
I 969 by shifting to the concept of block loans and 
block grants. The normal Pattern (70 per cent loan 
and 30 per cent grant) of assistance was •hen devised 
keeping in view the overall schematic patterns of 
Central Plan assistance and the broad composition 
of outlays into revenue and capital components, the 
logic being to establish correspondence between the 
revenue component of Plan outlay anq grants in Cen
tral assis1ance. The State Governments have generally 
argued, as is also the opinion of the experts, that the 
proportion of economically remunerative sectors in 
the State Plan outlays would not justify the present 
normal pattern of 70 per cent loan and 30 per cent 
grant in Central assistance. In the Sixth Five-Year 
Plan, outlays on sectors like 'forests', 'irrigation', 
'power', 'large and medium industry' and 'road transc 
port' constituted about 54 per cent of the total State 
Plan outlays. Even among these sectors, commercial 
returns are very small. 

10.10.19 The argument of the present pattern of 
Central assistance contributing to Sates' indebted
ness takes into account only the normal pattern 
(30 per cent grant and 70 per cent loan) of Central 
assistance given under the Modified Gadgil Formula 
for the State Plans. This component accounts for a 
little over half (50.2 per cent in Sixth Five-Year 
Plan and 55.6 per cent in Seventh Five-Year Plan) 
of the Central assistance for State Plan. Even out 
of this, for six Special Category States namely, Hi
machal Pradesh, Manipur, Meghalaya, Nagaland, 
Sikkim and Tripura, the Central assistance carries 90 
per cent grant and l 0 per cent loan. Special Central 
assistance for the Sub-Plans and for some other special 
programmes, forming part of the State Plans, similar 
liberal patterns are applicable. Central assistance 
for the externally aided projects carries the normal 
pattern of 70:30 of loan and grant· For the State Plan 
as a whole, the actual pattern of Central assistance 
during the Sixth Plan works out to 40 per cent grant 
and 60 per cent loan. Central assistance for the 
Centrally Sponsored and Central Sector Schemes has a 
big~ grant component (92.3 per cent in the Sixth Plan 
per~od). In the totality of Plan transfers during this 
per1od, the proportion of grant was 56. I per cent and 
of loan 43.9 per cent. This is a significant fact which 



~hould be kept in view in any discussion on the 
pattern ~f Central assista':lce both from the viewpoint 
of .s~ates repayment habthty and Union Government's 
abthty to transfer more capital resources to the 
States. 

Debt Relief 

!0.10.20 We have noted earlier that the debt
relief on <;entrall.oans provided by the Sixth, Seventh 
and the Etghth Ftnance Commissions has perceptibly 
red~~ed the debt-bu~den of the States. The relative· 
posttlon of the Special Category States has generally 
been favourable though. the same cannot be said of 
some of the other backward States. Some developed 
Stat~s also got more-than-average <'ebt-relief by the 
Stxth and the Seventh Finane~ Commissions. The 
crux of the matter is that while the Finance Com
missions have provided a measure of debt-relief to 
the S~ates based on sound principl~s. following a sys
temaltc methodology, they have also made certain 
assumptions regarding States revenue sources, both 
tax-revenue and non-tax revenue. the latter also in
cluding returns on their Public Sector enterprises. 
The recommendations of Finance Commission~ on 
debt-relief a•e consistent with these assumptions. 
Theref?re, so long as the principles stated by Finance 
Commtsswns are approximated in observance the 
indebtedness of the States will remain manageable. 

10.10.21 <;oming to the complaint of greater grant 
component m the Plan transfers it has to be noticed 
that the Five-Year Plan and the Annual Plan exercises 
fix the amount of revenue and capital that can be 
transferred from the Union to the States f01 the 
Plans. The quantum may vary from year to year, but 
over· all. there i.~ a lim.itation in 'he economy in provi
dmg revenue and capttal to the Union and the States. 
for planned development. We r.annot wish awav 
this basic constraint. Whilst it is true that a strict 
interpretation of financial propd-.ty may show that 
in a State. for the five years oi in a year, the Plan 
programmes reuuire more than 30 per cent content 
of revenue. the question is whether this burden should 
be borne by the Union. It should not be forgotten 
that a State's Plan comprise~ not only th< Union 
transfers but the State's own resources whose re,enue 
and capital component mav be quite differend from 
the 30:70 proportion of Central transfer. The relief 
mechanism provide' that any imbalanre in th<." loan 
compon~nt rrom the Central sector to the Sta'es is 
corrxted by the Finance Commission. From the 
Sixth Plan onwards the overall position is now more 
manageable. If better fi;tanC:al management . and 
canons of fiscal propriety are followed, the situation 
is likely to improve further. In view of the above, 
should be change this? 

10.10.22 Assuming for a moment that in an Annual 
Plan, the Planning Commission assesses the program
mes of each State into its revenue and capital compo
nents and finds that the States require more revenue 
than 30 per cent, it is to further consider what revenue 
and capital is available to the States from its own 
resources and then make the marginal adjustment for 
grant from the Union to the States for its Plan 
transfers. This may vary from State to State for 
the five years of the Plan and from year to year. 
These will give rise to endless controversies. A 
once-in-five-year experiment can be possible. But 
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if this exercise leads to an over-all transfer of more 
than 30 per cent to the States, certain problems 
would artse. The over-all revenue transfer possible 
under the Plan to the States being limited, if the 
percentage of revenue and capital is changed from 
30:70 to something more in favour of grants then 
wherefrom will the extra revenue come"? we' have 
already .noted that of lat.e the Union is financing 
par.t of tis revenue expendtture from the borrowings. 
~t IS, therefore, clear that since the possibility of 
mcreasmg the revenue component is not much, 
there IS danger of a net reduction in the overall size 
of transfer if the capital component in Central assis
tance is reduced. The States will certainly not appr~
ciate this. The problem of the less-developed States 
on account of high loan component, however, calls 
for an urgent solution, keeping in view the over-all 
fintncial constraints. The gap-filling approach 
of the Finance Commission leaves several States 
with revenue surpluses on the non-Plan side. As 
discussed in the Chapter on Economic and Social 
Planning, we are of the view that the two-fold pat
tern of Central assistance of 30:70 and 90:10 grant 
and lo ns needs to be reviewed by the Planning 
Commission in view of the latest developments. If 
the new formula leads to a need for greater revenue 
transfers to the poorer, average and the special cate
gory States, this amount can be deducted from the 
transfers to the advanced and medium States, on the 
principle that these States having substantial revenue . 
surpluses must be able to look after their revenue 
requirements by suitable adjustments. Our advice 
would be not to do away with the present methodology. 
There are correctives in the system which seem to 
work. If, on the other hand, the States want to 
experiment with the new idea, it is for them to raise 
the issues when the Plan is under consideration. It 
will be for the Planning Commission and the National 
Economic and Development Council to take decision 
on any revision of methodology that they may think 
wise and proper. 

10.10.23 Strictly speaking, bank loans should be 
available only for projects or programmes which 
have capacity to service the debt. Even where 
there is no direct return, the indirect benefits should 
be assessed reasonably as also the ability to service 
the debt. If these principles are followed it would only 
be the States which are already administratively and 
economically advanced that can fulfil the conditiom. 
Incidentally, the richer States also do not appear to 
observe the basic principles of proper return from pro
jects financed from capital. Some marginal deviation 
towards the backward States may be possible but not 
much. It is this limitation of viability that limits 
over-all bank loans to the State Plan Sector. 

10.10.24 The States have, on the other hand, raised 
the issue that the Plan transfers to the States should 
have a larger grant component than the 30 per cent 
now provided as, given the pattern of outlays, the strict 
financial propriety stated earlier cannot be held 
within the 30 per cent grant component. On the other 
hand, the States also want that they should have more 
access to market loans. The two submissions appear 
to be at cross-purposes. Market loans should gene
rally be taken for programmes which can provide 
for due amortisation of the loans in time. Given 
the States' own assertion about their programmes 



not being able to fulfil this basic criterion, they should 
not reasonably expect the banks to flout the basic 
financial principles. Not surprisingly, over time the 
relative flow of bank-finances to the Union has in
creased. It has to be appreciated that this is, in fact, 
to the advantage of the States. We do not propose 
that there should be any change in this trend. 

Market.Borrowings 

10.10.25 The complaints of State Governmentf in 
regard to market borrowings are as follows: 

(i} States' share in market borrowings has come 
down drastically over the years and should 
be raised in view of their pressing capital 
needs. Simultaneously, rational and obje
ctive principles for their allocations among 
the States should be evolved. Some State 
Governments and experts have suggested the 
setting up of a Loan Council having represen
tatives on its panel from tile States to attend 
to such matters. 

(ii)!At present the Union Government is havmg 
exclusive control over the vast resources 
and policies of the banking and financial 
institutions. There should be a better and 
participative understanding with the State 
Governments in their utilisation. 

10.10.26. It is clear from the data presented in 
Aunexure X.25 that the States' share in market borro
wings has come down drastically since the 1960s. It 
may be also seen from this Annexure that correspon
ding to the buoyancy in capital market, the volume of 
total net market borrowings between 1961-62 and 
1982-83 has increased over 30 times. The implica
tion is that this resource is being increasingly used 
by the Union Government. In this contest, it should 
not be forgotten that Central loans to the States are 
increa;ing and accumulating and the Union has to 
find this capital resource. 

10.10.27 The determination of the respective shares 
of the Union and the States ifl total market borrowings 
does not follow any predetermined or definite criteria. 
These shares are evolved on a year-to-year basis 
through consultations between the Planning Commi
ssion, Ministry of Finance and the Reserve Bank of 
India. The major considerations kept in view appa
rently are the current financial position of the Union 
and the States and the requirements of Plan program
mes. Prior to 1969, the f-...:>erve Bank of India used 
to determine the share of individual States on the 
basis of its accessibility to capital market and the 
assessment of response of the capital market to the 
bond fioatations by that State. This had obviously 
put the industrialised and advanced States in an 
advantageous position, vis-a-vis the others. The 
nationalisation of banks enabled the Reserve Bank of 
India to centralise the operations and channelise 
investment. 

10.10.28 On a demand from several less-developed 
St~tes during the period of the Fourth Five-Year Plan 
itself, some rationalistion in the allocation of market 
borrowings was effected, which reduced the inter
State disparities. In the meetings of the National 
Development Council held in 1978-79 and in August 
1980, demands were made for evolving objective 
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criteria for the allocation of market borrowing also 
on the pattern of Central assistance. However, no 
formula has been evolved so far. In the context of 
the Sixth Five-Year Plan, a 10 per cent annual step
up in market borrowings of the States over the 
base-year level of 1979-80 was allowed (indeed, this 
practice had been in vogue since 1975-76) with provi
sion of additional market borrwoings for the less
developed States having per capita income below the 
national average. It has been argued that as a'result 
of this approach, the per capita disparities in market 
borrowing among the States have been further redu
ced. 

10.10.29 Even after the approach adopted for the 
Sixth Five-Year Plan, discontent has been voiced by 
several States regarding the basis of allocation of 
market borrowings. Several approaches have been 
suggested by them which will be advantageous in their 
respective cases. Among the important suggestions 
given are that, the market borrowings should be lin
ked to:the Plan outlays of the States; their distribution 
should be based on the same criteria as followed for 
Central Plan assistance; special treatment should be 
given to the less-developed States; the credit-deposit 
ratio of commercial banks and funds mobilised by the 
other concerned financial institutions in the various 
States should be given due weightage, and the totality 
of market borrowings and the Central Plan assistance 
on per capita basis should be more or less equal among 

1 the States. We have also taken not~ of the report of 
the Resource Committee appointed by the Govern
ment of Gujarat (1981) which recommended that the 
share of States in total borrowings should be raised to 
50 per cent and that the share of each State be deter
mined taking into account its relative weightage in State 
Plan outlays and the funds raised by the nationalised 
ban~s. Provident Funds and Insurance Corporations. 
While a set of objective criteria has not yet been 
evolved for allocation of market borrowings among 
the States, the argument given in that the present 
system. offers considerable flexibility to adjust 
accordmg to the financial position of the States and 
their need for development funds. 

~' 1.0.10.30 Market borrowings have constituted a 
maJor component of Plan-finance of the Government 
of India. Judgement of the relative needs of the 
Union and the States and the level of total resour
ces of t~e St.ates from various sources are crucial 
ma~ters m this regard. In- our opinion, the determi
nal!on of the respective shares of the Union and 
the States in market borrowings should continue to 
be done in ~onsultation among the Ministry of Fi
nance, Plannmg Commission and the Reserve Bank 
of India. But its tying up with the medium-term 
resol!rce-~xercise will make it more purposive. Re
gardmg_ mter se allocations to the States of market 
borrowmgs, ~road principles will have to be evolved 
by t~e Plannmg Co_mmission and got approved by the 
National Economic and Development Council. 

Our Approach 

10.10.31 The var~ous issues regarding States' in
debted~ess and their share in capital resources are 
only different facets of the fundamental question 
of adeq_u~~Y. of ~tates' resources in relation to their 
responsJ b!ltl!es, m the present contest especially' 



in terms of their development needs. The,Consti
tutional provisions, besides specifying respective 
legistlative and revenue-raising spheres, the meclla
nisms of transfer and the institution of Finance 
Commission, do not elaborately spell out how this 
should be done and what principles should be fol
lowed. Clearly, sharing of resources between the 
Union and the State Governments has to be con
sidered in a spirit of partnership and in a compre
hensive manner, keeping in view the relative needs 
and c1pabilities and rational utilisation of resources. 

10.10.32 In suggesting solutions to the problems of 
indebtedness, market borrowings, etc., a tendency 
towards a segmented approach has been discerned. 
For example, a State Government has sugge>ted 
equal shares for the Union and the States in market 
borrowings and other sources of capital receipts as 
also specific criteria for thier allocation among 
the States. In view of the overall shortage and com
peting claims on the use of capital resources, an overall 
assessment of their availability and deployment is 
pre-eminently desirable. The sharing of capital re
sources in its individual segments must not be effec
ted on the basis of rigid formulae. In our opinion 
mechanisms of financial flows and roles of institutions 
in respect of them should follow an over-all rationa
lity. Earlier in this Chapter, the trends in financial 
flows and the role of Finance Commission in balan
cing the resources towards their revenue require
ments were discussed. The budgetary resource flows 
from the Union to the States on capital account, as 
also sharing of the large institutional finance-partly 
through indicative planning in case of the private 
secotor-are extremely important from the view
point of development and resource-generation in 
future and reduction of regional economic dispa· 
rities. 

10.10.33 Keeping in view the fact that the overall 
resources of the community are limited, the initial 
crucial decisions to be made are :(a) how much of the 
current incomes sh-Juld be allowed to be consumed 
and how much saved, (b) how the community's 
savings should be utilised in the public sector and 
what should be the modes, e.g., taxation, borrowings 
etc. of their mobilisation, (c) how the resources in ~he 
public sector should be allocated between the Umon 
and the State Governments, and (d) how the Cen
tral transfers should be allocated among the States. 
An important decision to be made is what should be 
the pattern viz., loans or grants of transfer or re
sources am'ong the States. A broad analysis of the 
behaviour of consumption and savings and resources 
available in the public and pnvate sectors is made 
by the Planning Commission in the context of the 
Five-Year Plans. 

10.10.34 We are of the view that the rationality 
of transfers from the Union to the States would 
involve more of revenue transfers to the less-deve· 
loped States with lower repaymep.t c!ipa~ity and weak 
financial base. In contrast, keepmg m v1ew the !leeds 
of development in the advanced States, a smta~le 
mix of budgetary and non-budgetary access to capl!al 
resources may be allowed to them. The log~c is that 
such States are in a better position to service com
aercial borrowings. 
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10.10.35 Broad estimates of capital availability for 
the Union and the States from the banks and the 
financial institutions are made by the Planning Com
mission in consultation with the Union Ministry of 
Finance and the Reserve Bank of India. These over
all estimates for the five years are part of the financial 
exercise for estimation of the resources in every Plan. 
As was explained earlier, the division of the market 
loans between the Union's requirements and the States' 
requirements is carried out annually. The division 
of the available funds between the States inter se 
is made according to the methodol0gy approved by 
the National Development Council. The Planning 
Commission assesses the Union funds, both revenue 
and capital, available for transfer to the States on 
Plan account. Incidentally, the Finance Commission 
has already dealt with the non-Plan capital g"-D 
by suggesting relief in various forms. 

10.10. 36 We recommend that the flow of capital 
funds from various sources to the States and their 
allocation among them should form part of an in
tegrated plan. This may be attended to by the 
Planning Commission in consultation with the 
Ministry of Finance and the Reserve Bank of India 
and got approved by the National Economic and 
Development Council as part of Plan financing. 
A comprehensive examination of the allocation of 
capital resources for the Plan by the NEDC will 
improve understanding between the Union and the 
States in the overall sharing and utilisation of capital 
resources. To facilitate such comprehensive exami
nation by the NEDC, the Sub-Committee on Finance 
of its Standing Committee, proposed by us in para 
10.9.50 can play a useful role. 

States' Borrowing power§ 

10.10.37 Some State Governments as well as ex
perts have complained that the borrowing powers of 
the States have been unduly restricted by the Consti
tution. The Constitution does not permit States to 
borrow outside India. Even internally, the borrowing 
is subject to two limitations : (a) as may be 
imposed by the State Legislature under Article 293(1), 
and (b) if the Union Government has guaranteed 
an outstanding loan of the State without the con
sent of the Union Government as per Article 293(3). 
It is argued that such restrictions do not obtain in a 
federation like the USA. If it is felt that in a planned 
economy like India there is need for some such res
triction, it should apply only to long and medium
term borrowing from the open market and not to 
borrowing from financial institutions or to short
terms loans for less than one year. -- ,.;:-

10.10.38 We feel that there is a case"for some 
flexibility in this matter. Undue rigidity is .. often 
economically counter-productive and pohtlc~lly 
inexpedient. In our view, a solution lies in makmg 
a distinction between short-term loans under one 
year and medium and long-term loans. Credit . esti
mates included in financial provisions of the Natwnal 
and State Plans comprise basically of long and me
dium term loans. Considering this fact, as well as 
the large margin of conjecture inherent in mo~t 
credit estimates, neither the Plans should be sen
ously affected nor undue risk taken if the Union 
Government permits the States to borrow freely 



from the commercial banks for periods of less than 
one year. It can do this under Article 293 (4) and no 
amendment of the Constitution is needed. As loans 
from commercial banks are costlier than those from 
the Reserve Bank of India. and have to be indivi
dually negotiated, it will help ton~ up finnancial 
discipline in the States and defuse their grievance 
against the Reserve Bank. 

I 0. I 0.39 We recommend that the Union Govern
ment should give its consent freely to States for bor
rowing from banks and financial institutions for 
periods less than one year under Clause (4) of Article 
293. Since most of these are now nationalised. no 
irremediable risk would be involved. 

!0.10.40 The Union Government has been per
mitting some of its public sector undertakings (e.g., 
National Thermal Power Corporation, Indian Tele
phone Industries, National Hydro-Electric Power 
Corporation, Railways, Coal and Petro-Chemical 
Undertakings) to issue bonds which are exempt 
from Wealth-Tax and 'or Income Tax. Following 
a demand from the States that their public sector 
undertakings and local bodies should also have 
this facility, it has been recently decided by the 
Union Government to allow their public sector units 
'on merit' to raise funds by floating bonds. We 
hope that, in practice, the considerations relating 
to 'merit' of a State's enterprise will not put them to 
any disadvantage vis-a-vis the Union Government's 
undertakings. So fH as local bodies are concerned, 
tax-free Municipal bonds have greatly helped urban 
development works in U.S.A. and some other coun
tries by providing flexibility and encouraging local 
initiative and competence. 

10.10.41 We recommend that the system of tax
free municipal bonds should be introduced in this 
country. This may also help induce local governments 
to raise more revenue to service the bonds, if suitable 
conditions are created for the purpose. We may 
point out that Municipal bodies which are now con
strained in raising loans from the market. can in
crease their capacity to service loans if their tax
collections increase and/or economy in their expendi
ture is effected. Their capacity to borrow and spend 
r,.,. development will correspondingly. improve. 

Small Savings Loans 

10.10.42 Share in small savings collection con
stitutes an important source of financing the Plan. 
Under the present arrangements, a two-third share 
of the net receipts collected in a State is allowed to 
be retained by that State as loan. Very recently the 
Union Government has d.cided to raise the States' 
share in the not small savings collections from two
thirds to three-fourths, effective from 1987-88. 
These loans carry an initial moratorium of five years 
and are repayable in 25 years. In 1984, about Rs. 
7,000 crorcs of small savings loans were outstanding 
against which repayment obligation of Rs. 960 
crores was estimated by the Eighth Finance Com
mission for the period 1984-89. Several of the State 
Governments have argued that the small savings 
loans may be treated as 'loans in perpetuity' as they 
are given in net to them after taking into considera
tion fresh mobilisation. The Seventh Finance Com
mission had agreed to this demand but the Union 
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Government did not accept its recommendation in 
this regard. However, the Union Government did 
not insist on collection of repayment of those loans 
during the Sixth Plan period. In the Ei!!h~s Finance 
Commission, there was a dtfference of optmon among 
the Members but the majority view supported con
tinuation of repayment of these loans as it thought 
that sufficient moratorium on them was granted. 

10.10.43 Several State Governments have c'c
manded that their share in the additional small 
savings collections should be increased from the 
prese~t two-thirds share, and that such lo~ns should 
be treated as loans in perpetuity. A spectfic sugges
tion made by a State Government is that the share 
of the developed States in the net small savings col
lections should be increased to 80 per cent and that 
of other States having per capita income below t_he 
national average to 90 per cent. Further, the matunty 
period of such loans may be increased from 25 years 
to 50 years and the grace period f10m 5 years to 10 
years. 

10.10.44 Treatment of small savings Joan is a matter 
of judgement by the Finance Commission in rela
tion to the over-all debt burden of the States. As long 
as small savings keep increasing and there is a surplus 
every year after repayment of due loans, the Union 
is not called upon to repay any loan not already 
covered by the net transfer principle. If and when the 
position changes in any year, when the outgo is_greater 
than the inflow, the States would be rcsponstble for 
their share of the net small savings collections. If 
formula is adopted for such recoupment of revenue 
from the States, the recommendations of the Finance 
Commission will be workable. This aspect will have 
to be examined by the National Economic and Deve
lopment Council. 

Institutional Finance for State Plan Schemes 

10.10.45 We now consider the flow of institutional 
finance to the States. While some broad basis 
is followacl in the all,cation cf market bcrrowing, in 
the case of institutional finance the flows corres
pond to the projects and to State-wise allocation 
determined beforehand. Over the years, the resources 
at the disposal of the banking and term-lending 
financial institutions have grown very considerably. 

10.10.46 During the Sixth and Seventh Five
Year Plans, the share of negotiated loans in the 
States' total Plan outlay was -5.2 per cent and 5.7 
per cent respectively. The allocation of negotiated 
loans to States from the financial institutions, in 
our opinion, should continue to be a part of Plan
ning Commission's over-all exercise for deployment 
of capital recources for the Plan. 

10.10.47 A State Government has suggested that a 
full complement of financial institutions to provide 
development finance to the Central and State en
terprises, as well as to the private sector, should 
be established. Further. it would be desirable to 
have an apex term financinl! institution to pool together 
the country's investible funds-both in public and 
private sector in accordance with national develop
ment priorities. Such an institution may be called 



Investment Bank of India (IBI). The National Deve
lopment Council, according to this State Govern
ment, should also undertake annual, or as often as 
necessary, reviews of the working of the term financing 
structure. 

10.10.48 At present, with the efforts of the 
Union and the State Governments, a network of 
financial institutions has already come into exist
ence. At apex level, term financing institutions, 
corresponding to specialised investment demands 
of various sectors, like lOBI, NABARD and EXIM 
Bank exist. At State level, the coordination is done by 
Industrial Deveolpment Corporations, Finance Cor
porations and Cooperative Banks. Along with this 
network of institutions, a system of coordination of 
their activities has also come into being. Apart from 
the Standing Coordination Committee set up by the 
Reserve Bank, many issues involving coordination 
are discussed at the State-level Inter-institutional 
Committees and State-level Banker's Committees. 
In July 1986, in order to further the objective of 
raising mobilisation of financial savings and channelisa
tion of resources in accordance with national 
priorities, the Reserve Bank has set up a National 
Finance and Credit Council. This Council, besides 
taking an overall view of the flow of finance and 
credit, both short-term and long-term, for industry, 
agriculture and trade, considers developments in 
capital and money markets with a view to improving 
their finaqcial efficiency. The Governor of the 
Reserve Bank is the Chairman of the Council and 
its members include Deputy Governors of the Re
serve Bank; Finance Sercretary, Government of 
India· Secretary, Banking, Government of India; 
Chair:Uan of Industrial Development Bank of India, 
Industrial Finance Corporation of India, Industrial 
Credit and Investment Corporation of India, Life 
Insurance Corporation, General Insurance Corpora· 
tion Unit Trust of India, Export Import Bank, 
Ind~strial Reconstruction Bank of India, State 
Bank of India, Indian Bank's Association and Chair
men of two other commercial banks by rotation 
once in two years. Besides, selected representatives/ 
officials of stock exchanges, cooperative institutions, 
financial experts and senior officials of State-level 
financial institutions may attend the meetings of 
the Council by special invitation. 

10.10.49 In the setting up of the National Finance 
and Credit Council, the suggestion made by a State 
Government in the previous paragraph has been 
met substantially. However, planning for investment 
allocation is done by the Planning Commission and 
overseen by the National Development . Council. 
We do not see the necessity for any change in these 
arrangements. If any problems in the working of the 
arrangements concerning flow of development finance 
arise, the Sub-Committee on Finance of the Standing 
Committee of the NEDC proposed by us earlior, 
should be able to take care of the same. 

Central Assistance for Externally Aided 
Projects 

10.10.50 Several State Governments have re· 
presented to us that th~ ter~s of chan~elling_extemal 
assistance for the projects mcluded m their Plans 
'are more unfavourable than those on which the Union 
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Government is provided assistance by the external 
agencies. It is also complained by them that the full 
amount of assistance is not transferred to them. 

10.10.51 The assistance for externally aided pro
jects is channelised to the States on the same terms 
as rest of the Central assistance for State Plans. 
External aid is obtained by Government of India 
from various agencies at different terms. We have 
been informed by the Ministry of Finance that the 
weighted rate of interest on external borrowings is 
about 2.3 per cent. In this connection, the Ministry 
of Finance has explained the position to use as 
follows : 

"The question of transferring external assist
ance to respective State Governments on the 
same terms and conditions on which it is received 
from external agencies has been considered in 
the past and it was decided to maintain the 
existing uniformity in terms and conditions in 
the background of following considerations : 

(i) The States should not be subjected to frequent 
fluctuations in terms and conditions of the 
external assistance as it would create diffi· 
culties in terms of accounting and introduce 
uncertainty in estimating over-all financial 
burdens on the States. 

(ii) The over-all mix of external assistance may 
carry higher interest burden particularly in 
the contest of declining IDA share. 

(iii) It would not be possible to dishibute equi
tably amongst the States the repayment 
bmdfn of external assistance as differf,llt 
credits and loans carry different terms of 
interest and repayment, and 

(iv) The States should not be subjected to any 
fluctuations in foreign exchange rates. 

"It is relevant to note that out of Rs. 6157 crores 
of Central assistance provided in the Budget 
for 1986-87, only Rs 738 crores relate to exter· 
nally aided projects. 

"Interest rate charged on Central loans to 
States for Plan schemes is periodicaJI} revised 
taking into account the increase in over-all cost 
of borrowing by the Centre. Jt is, at the same time, 
ensured that the interest burden on the States 
is not excessive the other f01 ms of direct and 
indirect assistance provided to States are also 
kept in view. Leaving out small savings on which 
Centre pays interest of about 12 per cent and the 
Stales are also charged the same rate, there is 
substantial concession in the interest on Central 
assistance to States for Plan schemes." 

10.10.52 We have earlier mentioned that thtre 
should be: an over-all rationality and consideration 
of terms and implications of capital tr2nsfers to 
States. Segmented approaches lead to misunder· 
standing and avoidable controversies. Jn the case of 
t;Xternally aided projects, the benefits to the country 
as a whole are to be weighted in rel<.tion to the costs 
involved. It has also to be borne in mind that whereas 
aid becomes available to the country, the projects 
are bein!! implemented only in •orne of the States. 
In so far as these projects are fully funded as part of 



Plan financing, it no more remains a relevant qu_estion 
whether the same terms are being appli.:d to this part 
of Plan finance,on which the external aid wa~obtained. 
We have b~en given to understand that these _c<:>D
sidera1ions have also been germane to determli~IDg 
the ftow of only 70 per cent of the external proJect 
assistanc.. to the States. This, indeed, has to be treated 
as a matter of intemal accounting done by the; Go
ernment of India. In this conneetion, it may be 
necessary to point ot,t that whereas the wei~hted 
rate of interest on Union Government's borrowmgs
both internal and external-is 9.9 pel cent, the rate 
of interest on which Central loans are ~;iven to the 
States is 8.75 per cent only. Beside~, the Union Gov
ernment also provides a substantial part of Plan 
funds in the form of capital grants which, it also 
included, would !'ive a weighted rate of interest of 
only 5.1 per cent for the States. 

10.10.53 We do not suggest any change i_n the 
existing procedure of channelling exte1nal a1d tor 
projects to States. ~owever, ~ucb misu~derst~nding 
would be avoided If at the time of cons1derat10n of 
the Five· Year Plan, all relevant factors taken into 
consideration in this regard are placed before the 
National Economic and Development Council. 

National DEBT CoiiUilission 

10.10.54 There is a suggestion that a- thorough 
examination of the States' indebtednes~ ~hould b~ 
carried ou• by a National Debt Commissio11 as an 
"one-shot operation". From the very nature of the 
situation, a one-~hot operation cannot solve the 
problem. In the fast changing situation and political 
and economic compulsions which obtain, the results 
from such an operation will soon become out of date. 
It is the successive Finance Commissions which 
would be in a b"tterposition to deal with this problem 
from time to time. 

10.10.55 There has been a view-point that an 
institution like a Loan Council, with representation 
from the States also, be established to determine 
the allocations of market borrowings and attend 
to other problems in borrowing. The example of the 
Australian Loan Council is often cited in this regard. 
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10.10.56 Several of the State Governments have 
epined against the setting up of an additional institu
tion such as a loan Council. TheY have preferred in
stead spelling out o bjeetive criteria with the approval 
of the National Development Council for allocation 
of market borrowings among the State~. It is argued 
that with the nationalisation of banks in 1969 and 
subsequent evolution of a captive capital market in the 
public financial institutions, the problems of com
petition among the States and of credit-worthiness 
of those with weak financial base, have largely been . 
taken care of. 

10.10.57 Jt may be mentioned that the circum
stances in which the Loan Council was created in 
Australia were very different from those in India. 
The Australian Loan Council owes its gene&is to 
independent and excessive borrowings by the States 
in the London mon~y market and internally, absence 
of funds for repayment, etc., and the accumulation 
of debt-burden during the period of the First World 

War. A new institution of this kind does not seem 
necessary in India in view of the fact that we h~ve 
quite an effective arrangement of the Planmng 
Commission, Ministry of Finance, and the Reserve 
Bank oflndia working together. The working of the 
Australian Loan Council is criticised on the ground 
that it has not been able to work independently 
of the contro I of the Federal Government, that 
loans are still being channelised to States outside 
the purview of the Loan Council and that it has 
not been able to exercise control over the utilisation 
of loans. 

Overdrafts 

10.10.58 Many State Governments have drawn 
our attention to the problem of overdrafts and have 
justified the same attributing it to bas_ic imbalances 
in the resource allocatron, etc. The Issues are as 
under : 

(i) The overdrafts of the States are symptomatic 
of a deePer malaise in their finances. The 
immediate need for them may arise out of 
unforeseen expenditure on natural calami
ties, payment of D.A. instalmtnts, delays 
in the release of instalments of assistance 
for Centrally Sponsored Schemes, etc. 

(ii) The Ways and Means limits need to be 
determined rationally, in relation to the 
scale of States' budgetary operations and 
their seasonal variations. These is also a 
view that the interest charged by the Reserve 
Bank on States' overdrafs and Ways and 
Means Advances should not be higher than 
that on the deficit financing incurred by the 
Union Government. 

10.10.59 The phenomenon of States' ove1drafts 
has been one of the vexatious problems in Union
State financial relations. Unauthorised overdrafts 
ari~e when either the limits of Ways and Means 
Advanees, as per agreements between the Reserve 
Bank of India and the State Governments, are eX
ceeded and/or the overdrafs are not paid within the 
stipulated period. The overall Ways and Means 
limits, expressed as multiples of the cash balances, 
as revised from time to time, are given in Annexure 
X.26. The Ways and Means Advances are to be re
paid within 90 days and the overdrawals over them 
within 7 days. 

10.10.60 In 1950, for the first time the Govern
ment of Orissa incurred overdraft of an appreciable 
si~ followed by the then Government of Madras. 
Since then, for a variety of reasons, a number of State 
Governments incurred overdrafs which, at times, for 
exceeded the presciibed Ways and Means limits. In 
1960s itself the problem bad become serious enough 
and was included as a speeial term of reference of the 
Fifth Finance Commission in 1968. The overdrafts 
have ~ince Persisted after reaching large amounts 
necessitating corresponding provision of assistance 
from the Union Government. (Annexures X.27 and 
X.28). 

10.10.61 A change in the attitude of some of the 
State Governments with respeet to the problem of 
overdrafts has also come about over the years. When 



the Fifth· Finance Commission went into the question 
of overdrafts, there was a near-unanimity among the 
States to end the "extremely undesirable state of 
affairs" of the routine clearance of overdrafts by 

' the Union Government. Now, some State Govrn
ments argue that if the Union Government and have 
access to deficit financing, they should also be pro
vided a share in the same. 

10.10.62 Severai causes for the emergence of 
overdrafts have been identified. Oneofthe reasons 
for a transient overdraft is the existing accounting 
and Treasury procedures. The transactions of the 
Stale Government take place in a larg~ number of 
Treasuries, Sub-Treasuries and branches of the State 
Banks. It takes time to repor~ the net result of these 
transactions. In this process the account with the 
Reserve Bank oflndia may show a negative balance. 
The Report of the Administrative Reforms Com
mission on Financial Admintstlation had termed 
this a 'chronic situation' needing more el& borate rt
m~dies. The State Governments typicall~ complain 
of inadequacy of their resources in relation to their 
responsibilities as the fundamental structutal problem 
which often compels them to resort to overdrafts. 
Ambitious Plan expenditure, erosion of resources due 
to inflation, revenues estimated by the Finance Com
mission on stringent assumptions, sudden and un
foreseen expenditure towards natural calamities and 
payment of bunched-up installllt.llts of DA and 
emoluments of employees, financial indiscipline, 
allegedly aggrevate the structural disequiiibrium 
in their resources. Temporary problems and delays 
in the release of instalments of Cen!ial assistance 
and other transfers to the: States are also among causes 
of overdrafts. Inadequacy of Ways and Means 
limits has been cited as an operational problem. 

10.10.63 There are several serious and undesirable 
consequences of overdrafs. TheY are in contraven
tion of Article 293(3) of the Constitution and of the 
States' agreem"nts with the Reserve Bank of India. 
The Sixth Finance Commission termed them as 
'compulsory loan on Central Government'. As has 
been happening, the Union Government has to 
accommodate the outstanding overdrafts of the 
State Governments at the end of the financial year, 
by extending advanec: assistance and loans, to uphold 
the ctedit of such State Governments on a dis
cretionary basis. This has been a petsistent source of 
misunderstanding and irritation in Union-State 
relations. 

10.10.64 Many remedial measures have been 
attempted since 1950s to check overdrafts. As may 
be seen from Annexure X.26, minimum balances 
with the Reserve Bank and the Ways and Means 
limits have b~en revised s~veral time~ to provide 
greater operational facilities to the States. Overdrafts 
Regulation Schemes have been implemented from 
time to time, the latest one being to phase out in four 
years the overdrafts aggregating Rs. 1928 crores on 
28th of January, 1685. Over the years, the procedures 
of releasil!g of Central funas to th~ States have also 
been ~treamlined by the Union Government. 

10.10.65 We are of the firm view that overdraft 
is basically a Ways and Means probelm and it should 
not be reckoned as a regular resource for any purpose 
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whatsoever. The overdrafts cannot be compared with 
deficit financing. We would, however, emphasise 
that recourse to deficit financing by the Union Gov
ernment should carry ample economic justification 
and that it should be kept within reasonable limits. 
The problem of overdrafts cannot be tackled on a 
permanent basis unless the fundamental causes un
derlying the basis imbalance between resources and 
needs are dealt with imaginatively. The ban imposed 
since 28th January, 1985 seems to have worked suc
cessfully so far. But it was substantially assisted by 
the unusual spurt in Income Tax collections which 
have, for the time being, improved the finances of the 
States. It remains to be seen whether under condi
tions of tighter fmancial situation, overdrafts will 
not recur. 

10.10.66 Persistence of sizeable overdrafts in the 
past, in view of their serious implications, raised 
the problem of sifting genuine from artificial reasons. 
This has two types of implications. Firstly, it may not 
be possible to do away with the problem of over
drafts altogether although one would so wish. 
Secondly, from the view-point of solution, a multi
pronged approach will have to be followed. In other 
respects also, it is necessary that more careful and 
purposive sharing of the resources between the Union 
Government and the State Governments should be 
evolved. The Planning Commission, the Finance 
Commission and the institutions concerned with 
expenditure regulation and control will have to per
form their tasks more rigorously. Estimation of re
venues will have to be more realistic making due 
allowance for seasonal weekly variations and the 
determination of Plan size of the States based on firm 
estimates of resources. Simultaneously, the State 
Governments will have to exercise greater discipline 
in financial management and modernise the opera
tions and reporting of their Treasuries. While these 
are general and basic matters, to allow manoeuvra
bility in financial operations, <he Ways and Mea.1s 
limits of States will have to be determined in relation 
to the volume of their budgetary operations. These 
will also have to be subjected to periodic review. 

10.10.67 Inspite of the type of general reforms 
mentioned above, some overdrafts may still occur 
owing to unforeseen expenditure or some other 
genuine problems. Some of the suggestions received 
by us consist of making provisions for allowing over
drafts within limits. For example, an expert has 
suggested that a limit of 5 per cent on the basis of 
overall revenue expenditure, both in case of the Union 
Government and the States, should be put for deficit 
financing and overdraft, respectively. In case of 
States, any overdraft in excess of such a limit of 
another 5 per cent should attract a steeply grad11at
ed penal rate of interest. Beyond this, it should not 
be allowed. Another suggestion is for a prior review 
of overdrafts by a high-level body. Yet another 
view-point is that the loans given tow?Ids clear
ance of overdrafts should be recoverable within 
the next year. 

10.10.68 We recommed that seasonal range of 
weekly Ways and Means "demand" compared to the 
prescribed limit should be carefully studied every 
year for the preceding triennium in the light of price 
treads separately for each State by the Reserve 



Bank and taken into account in refixing quarterly 
Ways and Means limits for the State. This will help 
meet more realistically the diverse situations in 
different States and seasons. The period for over
drafts should be extended from 7 days to 14 days in 
view of the prevailing time lag in collecting relevant 
information from various Treasuries. Simultaneously, 
steps should be taken to modernise the Treasury 
system. 

10.10.69 We are of the view that if adequate 
attention is paid to fundamental matters, mentioned 
in the previous paragraph, there should not be any 
need to provide for arrangements for accommodating 
overdrafts. The present ban on unauthorised over
drafts has lasted several months. We are of the view 
that with due attention to the basic problems and 
the political will for not allowing overdrafts the pro
blem may be contained. If the recommendation made 
by us in paragraph 10.I0.39 is implemented, it will 
also help. 

Foreign Excllange Allocation to States 

I 0.10. 70 Some States and experts have complained 
that the complete centralisation of foreign exchange 
under Entry 36 of list I of Seventh Schedule has 
created special difficulty for both State Governments 
and the public, especially when they are situated 
several hundred kilometers away from Delhi, the 
administrative centre, and Bombay, the financial 
centre of the country. Treatment received by the 
State Governments is said to compare unfavourably 
in practice, if not in theory, not only with the Union 
Ministries but even with some of the private sector 
corporations. Small and medium industrialists in 
outlaying States feel handicapped for want of ex
peditious release of even small amounts of foreign 
exchange they need for projects which have been 
cleared by Government in all other aspects. No use
ful purose will be served by our going into the details 
of these complaints. It should be a mallei of con
cern that such feelings at all exist. These can be sub
stantially assuaged if more flexibility and decentralisa
tion are introduced in the matter. 

10.10.71 We recommend that the following two 
proposals should be considered by the Union Go
vernment : 

(a) Free foreign exchange to the extent of a small 
fraction of a States annual budget should 
be placed at its disposal. This will introduce 
a flexibility which will help reduce much 
of the present irritation. 

(b) In each State capital and in the headquarters 
of remote but important districts of the bigger 
States, a designated officer of the State 
Bank of India (or some other nationalised 
bank) should be given powers of Deputy 
Controller of Foreign Exchange of the Re
serve Bank of India, in case an officer of the· 
Reserve Bank itself is not located there. 
This will go a long way to help the local pub
lic, especially small and medium business
men. 

10.10.72 It will be useful if the Union Govern
ment appoints an Expert Team to look into the 
special difficulties of the people in remote States 
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and districts in matters like the issue of shares, bonds. 
licences, permits, etc. for which they have now 
to come to New Delhi and suggest measures for 
delegating the powers to some officer or agency under 
its control at the headquarters of each State and 
remote but important districts of the bigger States. 

Flow of Institutional Finance to Private Sector 

10.10.73 Flow of direct assistance and re-finance 
through cooperatives and other institutions to agri
culture and private enterprises in other sectors does 
not generally fall within the ambit of Union-State 
financial relations. However, given the over-all 
development and equity considerations, it is too 
important to be ignored. Over the years, the Union 
Government and the Reserve Bank of India have 
evolved policies of preferential/soft treatment to 
beneficiaries in rural areas, priority sectors and 
to those located in specified backward areas. This 
policy orientation has resulted in remarkable spurt 
in advances from cooperative, banking and other 
financial institutions. Statewise flow of institutional 
credit to private sector for different purposes is given 
in Annexures X.29 to X.36. 

I 0.10. 74 The cooperative system has developed 
over the years as the main institutional mechanism 
for channelling short-term, medium and long-term 
credit to the rural areas. However, the performance of 
the system varies considerably from State to State. 
The CRAFICARD Report has brought out how 
the cooperative system has been rendered ineffective 
through politicisation''imd tardy collection of dues by 
States' administration. 82 Thus substantial institutional 
finance available for development to private sector 
in the States has remained untapped. In this regard, 
some inbuilt deficiencies in the organisational struc
ture in the States have been noticed by expert stu
dies. The backward States do not possess adequate 
administrative capacity to formulate viable pro
grammes for absorbing institutional credit. The 
advanced States are also observed to be not able to 
run the cooperative system smoethly and huge out
~tanding overdoes therein are common place. This 
~~ by and large also true of institutional finance pro
vided by non-cooperative institutions to the private 
sector. This is evident from Annexure X.32 to X.36 
which show that both their spread and utilisation are 
patchy. All this brings out the inherent weaknesses 
in the system resulting in sub-optimal utilisation of 
institutional credit. 

10.10.75 In the context of availability of insti
tutional finance to the private sector, two aspects 
become pertinent. One is that scarce capital re
sources 10 our country carry a high opportunity 
cost. Therefore, their optimum use is a must. This 
becomes particularly important in the context of the 
~ra~e-off involved betwee~ growth and equity ob
Jectives. ~e second aspect IS that notwithstanding the 
preferential and concessional finance facility offered 
people in the less-developed States have not bee~ 
able to avail of the institutional finance to the desired 
extent. We are of the view that it is necessary to 
develop organisational capabilities and enterprise 

(62). Reserve Bank of India-Report of the Committee 
to Review Arrangements for Institutional Credit for Agriculture 
and Rural Development (1981), pp. 316-318. 



urgently in such States. The primary responsibility 
for these rests with the concerned State Governments. 
However, the less developed States must be helped 
to develop infra-structure and provided technical 
support by the concerned Union and State agencies 
in overcoming their organisational handicap. This 
involves tying-up of flow of institutional finance with 
comprehensive · planning for their development. 

II. RECOMMENDATIONS 

10.11.01 Under tilt; present circumstances, duties 
on all the items covered by Article 268 do not appear 
to be a buoyant source of revenue amenable to 
frequent revisions. Since basic circumstance• do 
not always remain constant, the Union Government 
should, in consultalion with the State Governments, 
Periodically consider and explore the revision or 
imposition of thes~ duties. The revenue raised 
from these duties should be separately specified in 
the budget and other relevant publications .. 

(Para 10.5.13) 

10.11.02 The mon~tary llimit of "Rupees two 
hundred fifty per annum" fixed 37 years ago on tues 
that can be levied on professions, trades, callings and 
employments (Entry 60 of List II) should be, in 
consultation with the States, revised upwards imme
diately and reviewed periodically. 

(Para10.5.60) 

10.11.03 Taxation of agricultural income is a 
sensitive matter. Both the Union and the State 
Gov.,rnmcnts are not inclined at present for a change 
in the Constitutional provision in regard to Entry 46 
of List II. Many problems have been highlighted by 
the Union and the State Governments in connection 
with th.: levy of such a tax. Nonetheless, in view 
of its potential, the question of raising resources 
from this source by forging political consensus and 
the modalities of levying the tax and collection of 
proceeds, etc., would require an indepth and compre
hensive consideration in tho National Economic and 
Development Council. 

(Para 10.5.72) 

10.11.04 By an appropriate amendment of the 
Constitution, the net proeeeds of Corporation Tax 
may be made permissibly shal'able with the States, 
if and as Parliament may by law so provide. This 
would have th~ advantage of enlarging the base 
of devolution so that in the revenues of the States 
there would be gre:\ter stability and 'redicta bility, 
in future. Further, being an elastic resource, the 
States would benefit from its growth. 

(Para 10.6.16) 

10.11.05 Consequent on inclusion of Corpora
tion Tax in the divisible pool, adjustments will have 
to be carried out by suitably bringing down the shares 
of States in Income Tax and Union Excise Duties. 

[Para 1 0.6.18) 

10.11.06 The Surcharge on Income Tax should 
not b;} I"vi.,d by the Union Gover!l~ent ex~pt for a 
specific purpose and for a strictly hm1ted penod only. 

(Para 1 0.6.26) 
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10.11.07 The organic linkage in policitS and 
measur~s adopted by different levels of government 
in resource mobilisation and expenditure must be 
duly recognised. This, indeed, is the crux of Union
State financial relations. An .:XPtrt Committee, 
with suitable representation from the States, may b~ 
appointed by the Union Government to recommend 
desirable directions of reforms in taxation and 
inter alia, consider the potential for resource 
mobilisation by the Union and the States. The 
report of this Committte should be plac,;.d before 
the Standing Finance Committee of the National 
Economic and Development Council for considera
tion. 

(Para 10.6.34 and 10.6.36) 

10.11.08 Substantial expenditure is incurred by 
both the Union and the State Governments on sch
emes which have come to be known as populist mea
sures. It will be in the best interests of the con
cerned Governments to take explicitly into account the 
high opportunity-cost of such schemes and to examine 
whether any important programmes of development 
are compromised due to such diversion of scarce 
resources. 

(Para 10.7.30) 

10.11.09 It is necessary that a comprehensive 
paper on direct, indirect and cross-subsidies, cover
ing both Union and State Governments, is prepared 
by the Planning Commission every year and brought 
up before NEDC for discussion, since the increasing 
burden of subsidies has a direct relevance to the 
availability of resources for the execution of the 
Plan. 

(Para 10. 7.33) 

10.11.10 The present division of labour which 
has developed over the years between the Finance 
Commission and the Planning Commission is that the 
former advises on the non-Plan r.:venue requirements 
and non-Plan capital gap. In certain sectors, where 
the problem is clear and the numbers are reasonably 
sure, the Finance Commission has recommended 
capital resource devolution also only to a limited 
extent. The prtsent division of responsibilities 
between the two bodies, which has come to be evol
ved with mutual understanding of their comparative 
advantage in dealing with various matters in their 
respective spherts, may continue. 

(Para 10.8.16 and 10.8.17) 

10.11.11 The Finance Commission Cell/Division, 
proposed to be located in the Planning Commission, 
should continuously monitor the behaviour of States' 
finances. It should also estimate annually the devia
tions from the norms evolved by the Finance Commis
sion. The Planning Commission would then be 
able to bring before the National Economic and 
Development Council annual reviews indicating, 
among other things, the deviations from the fore
cast~ of Finance Commission and the reasons for the 
same. This would afford an opportunity to the 
National Economic and Developm.:nt Council to 
monitor effectively and evolvecons.Jlsus on the mo bi
Iisation of resources and contain the nondevelop
mental exptoditure. 

(Para 10.8.23) 



10.11.12 The Finance Commission Division 
should, in cooperation with the States, organi~e 
comprehensive studies on trends in growth of public 
exp;:nditure in the States in the light of the findings 
of the previous Finance Commission. The studies 
conducted by lhe Finance Commis~ion Division 
should b~ available well in time for the use of the 
next Finanee Commission. 

(Para 1 0.8.25) 

10.11.13 There is Deed to turth~r strenglh~n th~ 
Finance Commission Division. It would rLsult in 
much closer coordination between the Planning 
Commission and the Finance Commission if this 
Division were to work under the general supervision 
of th~ Membr incharge of financial resources in the 
Planning Cofnmission. Such an arrangement will 
also make available to the Planning Commission 
data and analysis on various parameters relevant 
for resouree discussions for the Plan and reviewine. 
of the finances of the Union and the States. -

(Para 10.8.30) 

10.11.14 Finance Commissions should draw ex
perts for assisting them in their work from various 
parts of the country. It would be advantageous if 
suitable experts are drawn from the States also for 
staffing the Secretariat of the Finanee Commission. 

(Para 10.8.34) 

10.ll.l5 The step takea by the Union Govern
men• to initiate a process of consultation with the 
States in finalising the terms of reference of the 
Finance Commission is in th~ right direction. Any 
consultation to ~e meaningful should be adequate. 
However, there rs no advantage in formalising the 
same through a change in th~ Constitutional pro
vi!,ions whicb would introduce undue rigidity. 
Nonetheless, it is desirable that this healthy practice 
of informal consultation with th~ States in this 
matter should continue 

(Para 10.8.36) 

10.11.16 Consideration of adequate flow of funds 
to the backward regions in the States would neeessi
tate creation of eXp;!rt bodit;s, Iiketbe Finance Commis
sio~, at State level also. Without such an organi
sation at th! State level to dfect regional distribution 
skewness will Persist in large pockets even in ad van~ 
eed States. State Planning and Finanee Boards may 
be set up at State level to take an objective view of 
resources to be devolved to the districts. 

(Para 10.8.51) 

10.11.17 Sinee the Sixth Finance Commission 
grants for upgradation of levels of administratio~ 
in the States are being provided The crucial 
role of administrative/organisational support in 
the backward areas is a sine qua non for making the 
in vestment effective in consonance with the accepted 
policy of reducing r~gional disparities. It mav even 
be des ira hie to provide in the special terms of refe
rence of the Finance Commission to make available 
finanees, with effective monitoring arrangements, 
t<? -~II up th~ in~er-State gap in administrative capa
brhbes. Thts vrtal aspect should continue to receive 
due consideration of the Finance Commissions. 

(Para 10.8.52) 

316 

IO.ll.l8 It is, indeed, unfortunate that th~ Eight 
Finance Commission's final recommendations were 
not implemented in 1984-85 which caused serious 
financial problems in some States. While the 
recommendations of the Finance Commission ar~ not 
binding on the Union Government in a tt;chnical 
sense, the expectation is that, as far as possibl.:, 
these would not be: departed from without compelling 
reasons. It is to be hoped that in future there 
would be no occasion for such departure. It is 
neeessary that the time-schedule for the comple
tion of the Finance Commission's work is so drawn 
up that it can reasonably submit its final report 4 to 5 
months b. fore th~ beginning of its period ofoperation. 

(Para 10.8.58) 

10.11.19 (i) Asmuchoftheinformationgathered 
by <he Finance Commission, as weii as the detailed 
methodology followed by it, is of public interest. 
it should be got published, say within six months of 
the publication of the Report, to enable informed 
discussion and responsible research in the relevant 
spheres and better appr~ciation by the State Govern
ments. 

(ii) In addition, it will be a healthy practice if the 
observations and suggestions made by the Finance 
Commission on matters other than the terms of 
ref .. rence of the Finance Commission, are also con
sidered expeditiously by the Government and a 
comprehensive statemen~ plaeed before Parliament 
subsequently indicating its views and action taken. 

(Para 10.8.59) 

10.11.20 It is a matter of serious concern that 
even after a lapse of about five y~ars no legislation 
has been brought in for giving effect to the intent of 
the Constitutional amendment enabling levying of 
the Consignment Tax. The Union. Government 
should bring in suitable legislation in this regard 
without further loss of time. 

(Para 10.9.12) 

10.11.21. There are complaints that the yield 
fron;t eertam ees~c:s levied along with Union Excise 
Dutr.es under s~~~~l Acts of Parliament have remained 
outsrde the dmsrble pool of resources. While it 
may become neeessary for the Union Govt.rnment 
to l.::vy ~uch cesses in view of the special needs, their 
apphcatron should be for limited durations and for 
specific purposes only. 

(Para 10.9.20 and 10.9.21) 

10.11.22 The scope for raising additional resour
CeS .to any considerable extent on items covered by 
Artrcle 269 appears to be limited. An Expert Commit
tee sb<?uld be c?nsti!Jlted to enquire into and review 
from trme to trme, m consultation with the States 
the operational feasibility of the scope for levying 
taxes and duties included in Article 269 and the 
complementary measures the State Governments 
would be required to take. 

(Para 10.9.25 and 10.9.26) 

10.11.23 The Constitution should be suitably 
amended to add the subject of taxation of'advertise
ment broadcast by radio or television' to the pres nt 
Entry 92, List I and Article 269{l)(f). e 

(Para 10.9.30) 



10.11.24 The Union Government should signify 
its acceptance of the Finance Commission's recomm
endation in regard to the grant in lieu of the Railway 
Passenger Fare Tax also, alongwith other items. while 
placing the Explanatory Memorandum before Parlia
ment. 

(Para 10.9.34) 

10.11.25 The Finance Commissions take into 
account the expenditure liability of the Stat.:s with 
respect to dearness allowance, etc., and make a pro
vision for the same. But inflation increases both 
outlays and revenues. The permanent secretariat 
of the Finance Commission should make an annual 
revi(W of the situation. If in any year the net 
burden of the States seems unduly heavy, the Plann
ing Commission and the Union Ministry of Finance 
should jointly evolve appropriate relief measures. 

(Para I 0.9 .37) 

10.11.26 The reviews of royalty rates o.c mine
rals, petroleum and natural gas should be made every 
two years and well in time, as and when they fall due. 

(Para 10.9.40) 

10.11.27 A Sub-Committee of Finance of the 
Standing Committee of the NEDC may be constitu
ted consisting of Union Finance Secretary and the 
Finance Secretaries of various States and Union 
Territories. It will consider all such matters calling 
for coordin&tion of eeonomic policies as may be 
entrusted to it by the NEDC or its Standing Com
mittee. This body will report to the Standing Commi
ttee of the NEDC. Since Planning Commission 
would be providing the seeretariat support to the 
NEDC, the same may be extended for this body 
also. This will ensure expert consideration of vari
ous aspects of the problems and adequate considera
tion of the views of the Union and the States/Union 
Territories. The role of this Committee will be deli
berative and advisory and helpful in forging a con
sensus of financial matters. 

(Para 10.9.5(1) 

10.11.28 The distinction made by the Seventh 
and the Eighth Finance Commissions in providing a 
more favourable flow of Central assistance for floods, 
cyclones, etc., vis-a-vis a drought situation, may 
ccntinue. 

(Para 10.9.66) 

10.11.29 (i) The Central Team to usess the 
damage caused by natural calamities should invari
ably be headed by the Advisor incharge of that St~te 
in the Planning Commission, as was the practtce 
in the past. 

(ii) In the ev~nt of a natural calamity, re~ief 
must be given immediately. A procedure whtch 
enables States to expeditiously provide necessary 
succour and relief to the affected people should )'e 
evolved, in consultation with the States, a_long wtth 
suitable norms in regard to the scale ?f !ehef. For
mulationofstandard formats for submtsswn of!Dem?
randa by the States will greatiY help the Umon tn 
dealing with requests of vanous Stat.;s urgently 
and on a uniform basis. 

(Para 10.9.67 and 10.9.68) 
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10.11.30 In a calamitous situation, the States 
should have a reasonable discretion to make inter
district or inter-sectoral adjustments. To allay the 
apprehension that the expenditure pattern adopted 
under the stress of urgency may not find approval, 
norms in regard to items of expenditure which are to 
be incurred immediately, e.g., relief by way of issue 
of foodgrains, clo1hing and rebuilding of shelters in 
the event of floods may be evolved by the Union and 
communicated to all State Governments. 

(Para 10.9.69) 

10.11.31 Relief assistance should extend beyond 
the financial year. The assistance required till the 
neXt June/July should be decided in the beginning 
itself so that relief works can be properly planned and 
exeeuted. 

(Para 10.9.70) 

10.11.32 There appears to be a tendency to bring 
in non-productive schemes and programmes under 
the capital head in order to expand the Plan size. 
In future Plans, for reasons of financial proprkty 
this sector, though small, hasto beweededoutofthe 
capital-budget and put under the revenue budg'et. 
It is better to tackle the situation at this stag~ whilst 
the problem is marginal. 

(Par~ 10.10.16) 

10.11.33 The rationality of transfers from the 
Union to the States would involve more of revenue 
transfers to the. less-developed States with lower 
repayment capacity and weak financial base. In con
trast, keeping in view the needs of development in 
the advanced States, a suitable mix of budgetary 
and non-budgetary access to capital resources may 
be allowed to them. The lo&ic is that such States are 
in a better position to service commercial borrowings. 

(Para I 0.1 0.34) 

10.11.34 Tht: flow of capital fund from various 
sources to the States and thdr allocation among 
them should form part of an integrated plan. This 
task may be attend~d to by the ~l~nning Cor:nmis
sion in consultation with the Mmtstry of Fmanee 
and the Reserve Bank of India and got approve~ 
by the National Economic and Development Counctl 
as part of Plan financing. 

(Pam 10.10.36) 

10.11.35 The Union Government should give 
its consent freelY to States for borrowing from banks 
and financial institutions for periods less than one 
year under Clause (4) of Article 293. 

(Para 10.10.39) 

10.11.36 The Union G~vernme~t has no~allow~~ 
the States' public sector umts to ratse funds . on m!lrtt 
by floating bonds. In practice, the <:<>nstderatwns 
relating to 'merit' of a State's en~erprt~e should ~ot 
put them to any disadvantage vrs-a-vts the Unton 
Government's Undertakings. 

(Para 10.10.40) 

10.11.37 The system of tax-free municipal bonds 
should be introduced in this country. 

(Para 10.10.41) 



10.11.38 Treatment of small saving> loan is a 
matter of judgement by the Fin3nCe Commission 
in relation to the over-all debt burdon of the States. 
As long as small savings keeP increasing and thtre 
is a surplus everv year after repayment of due loans, 
the Union is not called up:>n to repay any loan not 
already covered by the net transfer principle. If and 
when the p:>sition changes in any ye~r. when th~ 
outgo is greater than the inflow, the States w~uld 
be responsible for their share of the net small savmgs 
co n~ctions. If a formula is adopted for such r~coup· 
mentofrevenU<. from the Staks. th! recommendations 
of the Finance Commission will b~ workable. This 
aspect will have to b~ examined by th~ National 
Economic and Development Council. 

(Pata 10.10.44) 

10.11.39 Any problems in the working of the 
arrangements concerning flow of development finance 
from the financial institutions should be looked 
into by the Sub·Committee on Finane~ of the 
Standing Committee of the NEDC. 

(Para 10.1 0.49) 

10.11.40 No change in the ex.isting procedure of 
channelling external aid for projects is suggested. 
However, much misunderstanding would be avoided 
if at the time of consideration of the Five-Year Plan, 
all rdevant factors taken into coasideration in this 
regard are placed btfore the National Economic and 
Development Council. 

(Para 10.10.53) 

10.11.41 The seasonal range of weekly Ways and 
Means "demand" compared to the prescrib~d limits 
should be carefully studied ev~ry year for the prece
ding triennium in the light of price-trends, separately 
for each State, by the Reserve Bank and taken into 
account in re-fixing quarterly Ways and Means Limits 
for the State. The period for overdrafts should be 
ex.tended from 7 to 14 days in view of the prevailing 
timelag in collecting relevant information from various 
Treasuries. Simultaneously, steps should be taken 
to modernise the treasury system. 

(Para 1 0.10.68) 

10.11.42 The following two proposals may be 
considered by the Union Government : 

(a) Free foreign exchange to the extent of a small 
fraction of a State's annual budget should be 
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placed at its disp:>sal. This will introduce 
flexibility which Will help reduce much of the 
present irritation. 

(b) In each State capital and in the headquarters 
of remote but important districts of the bigg.,r 
State, a designated officer of the State Bank 
of India (or some other nationalised bank) 
should be given powers of Deputy Controller 
of Foreign Exch~nge of the Reserve Bank of 
India, in case an officer of the Reserve 
Bank itself is not located there. This will go 
a long way to help the local public, esp~
cially small and medium businessmen. 

(Para 10.10.71) 

10.11.43 lt will be useful if the Union Government 
appoints an Expert Team to look into the ~pe~ial 
difficulties of the peoPle in remote States and dtstncts 
in matttrs like the issue of shares, bonds, licences, 
permits, etc. for which theY have now to come to 
New Delhi, and sugg~st measures for delegating the 
pow~rs to some officer or agency under its control 
at the headquarters of each State and remote but 
important districts of the bigger States. 

· (Para 10.10.72) 

10.11.44 Flow of direct assistance and re-finance 
through cooperatives and other institutions to agri
culture an4 private enterpnses in other sectors does 
not genw.Ily fall within the ambit of Union-State 
financial relations. However, given the overall 
devtlopment and equity considerations, it is too im
portant to be ignored. Undesirable politicisation of 
the cooperative system, thus leaving untapped sub
stantial institutional finance which could be available 
for development has been noted by expert studies. 
In the contex.t of consideration of institutional finance 
to the private sector, two aspects become Pertinent. 
Ooe is that scarce capital resources in our country 
carry a high opportunity-cost. Therefore, their 
optimum use is a must. The second aspect is that 
notwithstanding the preferential and concessional 
finance facility offered, people in the less-dtveloped 
States havt not b~en able to avail of the institutional 
finance to the desired extent. It is necessary to develop 
?rganisational capabilities and enterprise urgently 
m such States. 

(Paras 10.10.73 and 10.10.74) 
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ANNEXURE X.l 

TAXATION HEADS ASSIGNED TO THE UNION AND THE STATES IN THE CONSTITUTION 
(AS LISTED IN THE SEVENTH SCHEDULE OF THE CONSTITUTION) 

UNION 

Entry in Ll;tl of the Seventh Schedule Head 

82 

83 

84 

85 

86 

87 

88 

89 

90 

91 

0092B 

91 

Taxes on income other than agricultural income. 

Duties of customs including e:teport duties. 

Duties of exciSe on tob1oco and other goods m tnufactured or produced in India except

( a) alcohC>Iic liquors for hum::m c:"tnsumpticn; 
(b) opium. Indian hemp and other n,lfc:)tic drugs and ncucodcs; 
b"t including mcdicin1l and toile• p,-c01r.llions containing alcohol or any substonoe included in sub-paragraph (I>) of this 
entry. 
Corporation tax. 

T..1Xes on the c1pital v..tlue of the assets, e:tedusive ofagriculturalland, of individuals and companies; t~xes on the capit2l <·f 
companies. 

E<tate duty in respect of property other thm agricultural land. 

Duties in respect of succession to property other than agricultural IJnd. 

Teimin1l t \Xe3 on g:xxis or ~nssengers, c.trried by railway, sel or air; taxes on r.tilw.ly fares and freights. 

Taxes other th1n st'~.mp duties on transJctions in stock exchanges and futures markets. 

R1tes of stam':> duty in rel~t of bill" of e'<<:hl.D:Je c't~ques Jromissory notes, bills ofl.lding, letters of credit, ~olicie~ of 
iniurance. transfer of shJ.res, debentures, proxies and receipts. 

TJ;,:e; on the> 1le Oi pu~ch:'1.5e of newiplpers and on advertisemt::nts published therein. 

T·lX~s on the nle or ou~ch 1se of gocxls other than newsplDers, where such s tle or purchase takes place in the course of 
inter-State trade or commerce. 

Taxes on the c::msignment of goods (wh~ther the ccmsignment is to the person making it or to any otber person) where 
such consignment t1kes pbce in the course of inter-State t1 ade or commerce. ' 

Any other m1tter not enumerated in List II or List Ifi inclur'.ing any tax not mentioned in either or those Lists. 

STATES 

Entry in List II of tbe Seventb Scbedule Head 

45 

46 

47 

48 

49 

50 

51 

52 

53 

t54 

55 

56 

L1nd revenue, incltidi~g the ass~sSJ!lent :and collection of revenue, the m1inten1nce ofb.nd records, surVey for revenue pur .. 
p:nes and recods of r•ghts, and alienatiOn of revenues. 

TJxes on Jgricultural income. 

Duties in respect of succes don to agricultural land. 

B;tate duty in ,esp;ect of~griculturalland. 

Taxes on lands anrl buildings. 

Taxes on ~in~' a I righ·s subj~ct to any limitations imposed by P uli lment by lc::w relating to mi'leral development. 

Duties of excise on the following goods m1ufactured or produced in the Strte t~nd countervailing duties at the same 
lower rates on simih.r goo ls m 1nufactured or produced elsewhere in India !- or 
(1.) a1coh.Jiic liQucrs f~r h'Jman consumption; 
(b) o;>ium, In1i tn hemp and other n ucotic drugs and n::~rcctics; 

bu~ n'Jt including 1ne-:iicin l.1nd toilet pre;> tntions cont1ining alcohol or any subst.1noe included in sub-par~ graph (b) of 
this entry. 

Taxes on the entry of goorls into a local area for consumption, use or sale therein. 

TaXes on the consumpLion or sale or electricity. 

Ta><es on the sale ~r purchase of goods other th1n new; papers, subject to the provisi0ns of entry 92A of List I. 

T1Xes O!\ ~dve-tisemcnts o~her th:m 1.dvcrti ;ements published in the new>pJ.perstt and advertisem t b d . 
or telev1s1on. en s roa ca~t by rad1o 
Taxes on g'Jods and ~nsse:1gers c1rried by ro1d or on inland w;.~terwayg. 

* In,. by the Con;titutbn (Six\'1 Amendment) Act, 1956 s. 2 
** In•. by the Con;titutbn (Fo .. ty-sil(th Amendment) Act, 1982, s. 5 
t Sabs. by the CJmtitution (Sil(th Amendment) Act 1956,s. 2, for entry 54. 
tt ln.. by the Comtitution (Forty-second Amendment) Act, 1976, s.57 (w.e.f. 3-l-1977). 
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57 T 1Xes on vehicles, whether mechanically propelled or not, suitable for use on ro1ds, including tramcars,subjcct to the provi
sions of enlly 35 of List III. 

58 Taxes on anim1ls and boats. 

59 Tolls. 

6) T JXc) on p.·ofenions, trades., ctllings and employments~ 

o61 Capitation taxes. 

62 T J:<aes on lu"uries, including taxei on entertainmenti, amusements, betting and gamblinO. 

63 R 1tes of st.1m;> duty in re;pc:ct ofd.Jcum~nts olher th1n th:lse specifi~d in the provisions of List I with teg:t.rd to rates of 
stamp duty. 

ANNEXURE X.2 

SHARING OF RESOURCES BETWEEN THE UNION AND THE STATES 195:-52 to !984·85 

REVENUE ACCOUNT 
(Rs. Crates) 

UNION STATES 
Bdore Trans- After Trans- Tramfers to Own Reio""r- Tota I (includ· Union and 

Plan Periods fers to S:.1tes fers to Stl tes Stales ces ing Trans- Slates com-
(Gross Colle<· (Net Receipts) fers) (4+5) bined (3+6) 
tions)(3+4J 

(l) (2) (3) (4) (5) (6) (7) 

First Plan(l95!-56) . 2,691 2,089 602 1,846 2,448 4,537 
(59. 3) (46.0) (13.3) (40. 7) . (54. 0) (100.0) 

Second Plan (:956-61) 4,526 3,067 1,459 2,657 4,116 7,183 
(63.0) (42. 7) (20.3) (37.0) (57.3) (100.0) 

Third Plan (1961-66). !0,147 7,553 2,594 4,763 7,357 14,910 
(68.1) (50.7) (17.4) (31.9) (49.3) (100.0) 

Three Annua 1 Pia ns (1966-69) 9,!30 6,289 2,841 4,603 7,444 13733 
(66. 5) (45.8) (20. 7) (3U) (54. 2) (100.0) 

Fourth Plan (1969-74) 24,486 15,959 8,521 11,899 20,426 36,385 
(67. 3) (43.9) (23. 4) (32. 7) (56 .I) (100.0) 

Fifth Plan (1974-78) . 3S,959 26,810 12,149 !9,382 21,531 58,341 
(66.8) (46.0) (20.8) (33.2) (54.0) (100.0) 

T.vJ Alllli Pilns(l978-80) 27,425 17,296 10,129 13,939 24,068 41,364 
(66.3) (41. 8) (2·!.5) (33. 7) (58.2) (100.0) 

Six~h Pl.tn(l98~-85) . 1,11,937 69,871 42,066 59,845 1,01,911 1,71,782 
(65.2) (40. 7) (24.5) (34.8) (59. 3) (IOO.v) 

TOTAL (1951-85) 2,29,301 1,48,934 8<1,367 1,18,934 1,99,3Cl 3,48,235 
(65.8) (42. 8) (23 .I) (34.2) (57.2) (100.0) 

CAPITAL ACCOUNT 

(Rs. Crores) 

UNION STATES 
B.:fY·;, f ·tm- After T·tns· T:Jn~fcrs to Own Res· T~t'l (includ- Union and 

J'l 1n Period fers to S·"lte.; fi!:-S to Sc1tes S:.ltC5 ources ing: Trans- States com-
(G.·oss Collcc- (Net Receipts) fers (10+11) bined (9+12) 

lions) (9+ 10) 

(I) (8) (9) (10) (II) (12) (13) 

Fitst Pl.ln(t95!-56) 1,804 1,099 105 395 1,100 2,199 
(82. 0) (50. 0) (32. 0) (18 .0) (50.0) (100.0) 

Second Phn (1956-61) 4,655 3,585 1,070 551 1,627 5,212 
(89. 3) (68.8) (20. 5) (10. 7) (3 /.2) (100.0) 

Third Plan (I s.;t-66) . 6,957 4,83-1 2,123 940 3,061 7,897 
(88.1) (61. 2) (26.9) (II .9) (38. 8) (•00.0) 

Three Annu.d Plans (1966-69) 5,530 4,036 1,494 882 2,376 6,412 
(86. 2) (62.9) (23. 3) (13.8) (37.1) (100.0) 

Fourth Plan(i969-74) 8,804 6,087 2,717 2,505 5,222 11,309 
(77.8) (53.8) (24 .0) (22.2) (46. 2) (100.0) 

Fifth Pbn(l974-78) . 13,700 10,644 3,056 2.914 5,970 16,614 
(82. 5) (64 .I) (18.4) (17 .5) (35.9) (100.0) 

Two A11nual Plans (1978-80) I I ,957 8,169 3,788 1,931 5,719 13,888 
(86.1) (58. 8) (27.3) (13.9) (41.2) (100.0) 

Sixth Plan (1980-85) . 62,819 48.854 13,965 9,795 23,760 72,614 
(86.5) (67.3) (19 '2) (13. 5) (32. 7) (100.0) 

TOTAL (!951 -85) 1,16,226 87,308 28,918 19,919 48,837 1,36,145 
(85 .4) (64.1) (21 .2) (14.6) (35.9) (100.0) 



Plan Period 

(1) 

First Plan (1951-56) . 

Second Plan (1956-61) • 

Third Plan (1961-66). 

Three Annual Plans (1>66-69) 

FJurrh Plan (1969 -74) 

Fifth Plan (1974-78) • 

• 

Two Annual Plans (1978-80) 

Si~th Plan (1980-85,), • 
TOTAL(1951-85) • • 

• 

• 

• • 

• 
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AGGREGATE RESOURCES 

UNION STATES 
Before Trans- After Trans- Transfers to Own Res-
fers to States fers to States States ources 
(Gross collec-
tions)(l5+16) 

(Net Receipts) 

(14) (15) (16) (17) 

4,495 3,188 1,307 2,241 
(67. 7) (47.3) (19.4) (33. 3) 

9,181 6,652 2,529 3,214 
(74.1) (53.7) (20.4) (25. 9) 
17,104 12,387 4,717 5,703 
(75. 0) (54.3) (20. 7) (25 .0) 
14,660 10,325 4,335 5,485 
(72 .8) (51 .3) (21.5) (27.2) 
33,290 22,046 11,244 14,404 
(69.8) (46.2) (23.6) (30.2) 
52,659 37,454 15,205 22,296 
(70.3) (50.0) (20. 3) (29. 7) 
39,382 25,465 13,917 15,870 
(71.3) (46.1) (25 .2) (18. 7) 

1,74,756 1,18,725 56,031 69,640 
(71.5) (48.6) (22. 9) (28 .5) 

3,45,527 2,36,242 1,09,285 1,38,853 
(71.3) (48.8) (22.6) (28. 7) 

Souacs 1 Ministry of Finance -Indian Economic Statistics- (Parr II- Public Finance), various issues. 

NOTES : 1. FillUres in parentheses are percentages to the combined revenues. 

(Rs. Crores) 

Total (inclu- Union and 
ding Trans~ States com~ 
fers) (16+17)) bined (15+18) 

(18) (19) 

3,548 6,736 
(SZ. 7) (100.0) 

5,743 12,395 
(46.3) (100.0) 
10,420 22,807 
(45. 7) 'IOO.O) 
9,820 20,145 

(48. 7) (100.0) 
25,648 47,694 
(53.8) (100.0) 
37,501 74,955 
(50.0) (I 00. 0) 
29.787 55,252 
(53.9) (100.0) 

1 ,25,~71 2,44,396 
(51 .4) (100.0) 

2,48,138 4,84,380 
(51.2) (100.0) 

2. Date for States includes that of Union Territories with legislature and of the Union the remaining Union Territories. 
3. Transfers to S~ates include t~ shares, grants (both statutory and others). The Union's revenues 'before transfers to tho 

States' are amved at by addmg the transfers to tis net recetpts. . . 

4. Broad details of tr~nsfers to States (col. 4) on Revenu(Account are given in _Annexure X.2A and on col. 10 on Capital 
Account are grven m Annexure X.2B. . 

5. Transfers in col. (4) do not include payment of interest by States on Central loans. Likewise, figures in col. 10 relate only 
to net loans, i.e., gross loans minus repayments. 

ANNEXURE X.2A 

TRANSFERS FROM THE UNION TO HiE STATES, 1951-52 To 1984-85 
REVENUE ACCOUNT 

Plan Period Share in Taxes Grants under Art • Grants in lieu 
275(1) of other taxes 

(1) (2) (3) (4) 

I Plan (1951 56) 348 24 64 
II Plan (1956---61) 670 153 78 
111 Plan (1961-66) 1,195 292 84 
Three Annual Plans (1966-69) 1,271 422 48 
IV Plan (1969-74) 4,547 737 77 v Plan (1974-78) 6,313 2,068 65 
Two Annual Plans (1978-80) 5,361 927 33 
VI Plan (1980---SS) 23,522 2,020 . 116 

TOTAL (1951-85) 43,227 6,643 565 

SoURCE : As in ANNEXURE X.2. 

(Rs. Crores) 

Other Grants Total (2+3+ 
4+5) 

(5) (6) 

166 602 
558 1,459 

1,023 2,594 
1,100 2,841 
3,166 8,527 
3,703 12,149 
3,808 10,129 

16,408 42,066 

29,932 80,367 

NoTES 1. Grants in lieu of other taxes include (i) Art. 278 grants upto 1955-56, (ii) Art. 273 grants upto 
1959 60 

... 
of tax on railway passenger fares from 1961-62 onwards. They also include the sha d.f and (rn) Grants in lieu 
years 1957-61. re procee s o the tax for the four 

2. Does not include Interest payments by States on Central Loans. 
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ANNEXURE X.2B 

TRANSFERS BETWEEN THE UNION AND THE STATES, 1951-52 TO 1984-85-UNION'S GROSS LOANS & 
NET LOANS AND INTEREST PAYMENTS BY STATES 

(Rs. Crores) 

Gross Loans from Repayment by States Net Loans by Centre Interest payments by 
Plan Period the Centre to Centre to States Stares on 

(2-3) Central Loans 

(I) (2) (3) (4) (5) 

I Plan (1951-56) 777 72 705 58 
II Plan (1956-61) 1,416 346 1,070 215 
III Plan (1961-66) 3,137 1,014 ~ 2,123 522 
Three Annual Plans (1966-69) 2,715 1,221 1,494 625 

IV Plan (1969-74) 6,379 3,662 2,717 1,635 

V Plan (1974-78) 5,853 2,797 3,056 1,817 

Two Annual Plans (1978-80) 5,476 1,688 3,788 1,101 

VI Plan (1980-85) 21,621 7,656 13,965 5,7C6 

TOTAL (1951-85) 47,374 18,456 28,918 11,679 

SouRCE : (i) As in ANNEXURE X.2. 
(ii) For the I Plan and II Plan in Col. 5-Comptroller and Auditor General of India-Combined 'Finance and Revenue Acc

ounts of the Union & State Governments, various issues. 

NoTE : Figures given in Col. S have not been taken in the total/net transfers from the Union to States. 

ANNEXURE X.3 

ANNUAL TREND RATES OF GROWTH IN THE RESOURCES OF THE UNION AND THE STATES, 1951-52 
TO 1984-85 

I. Resour<es : 
Union and States 
combined. 

Union : (i) Before transfers to the States 

(ii) After transfers to the States 

States : 
(i) 'Own' resources • 

(ii) Total resources (including transfers) 

n. Transfers to States : 

SouRCE : As in ANNEXURE X.2. 
NoTB : The growth rates are obtained by fitting the function. 

Y =a.b1, Where 
y=Resources/Transfors 
a=Constant 
b=l +(r/100) 
r=growth rate 
t-time 

(Porccntages) 

Revenue Account Capital Account Total 

13.43 11.49 12.80 

13.76 11.51 12.83 

13.05 12.03 12.58 

12.86 11.76 12.67 

13.74 10.77 13.04 

15.60 10.30 13.67 
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ANNEXURE X.4 

PATTERN OF CENTRAL RESOURCE TRANSFERS TO STATES, 1951·52 to 1984-85 
(Percentages) 

Category 1951-56 1956-61 1961-66 1966-69 1969-74 1974-79 1980-85 Total@ 
(1951-85) 

I 2 3 4 s 6 7 8 9 

I. On Fiouce Commissions' Recommendations 31.2 32.0 28.4 33.3 35.9 43.5 41.3 40.1 
(i) S~are in taxes 24.0 23.3 21.4 24.0 30.2 3J.1 38.9 34.9 

(ii) Grants under Article 275(1) 1.9 5.3 5.2 7.9 4.7 10.1 2.2 4.6 
(iii) Other grants in lieu of taxes, etc. 5.3 3.4 1.8 1.4 1.0 0.3 0.2 0.6 

II. Plan Tran•fers : • 61.5 36.0 48.9 35.9 31.3 41.5 43.4 41.1 
(i) Stlte Plan Scheme • 24.5 36.9 44.9 33.1 23.4 31.4 32.0 31.2 

(ii) Central/Centrally Sponsored Schemes 37.0 • 4.0 2.8 7.9 10.1 11.4 9.9 

III. Othe< Transfers : . 7.3 31.3 22.7 30.8 32.8 15.0 15.3 18.8 

Total (I to Ill) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

SouRCE : (i) Reports of the Finance Commission, 1978. 
(ii) Reserve Bank of India-Bulletins. various issues. 

• Included under 'State Plan Schemes'. 
@ Also includes the data for the Annual Plan 1979-80 not shown here seJjatately.· 

NoTB : 'Plan Transfers' and 'Other Transfers' illclude both loans as well as grants. 

ANNEXURE X.S 

BROAD PATTERN OF DEVOLUTION ON FINANCE COMMISSIONS' RECOMMENDATIONS 

Finance Commission 

(I) 

I (1952 57) 

II (1957-62) 

Ill (1962-66) . 

IV (1966-69) . 

v (1969-74) • 

VI (1974-79) 

vu (1979-84). 

vm• (1984-89) 

•Estimated. 

Total Devolution 
(Share of Taxes 

and grants) 
(Col. 3+4) 

(2) 

476 

1,054 

1,355 

1,782 

5,421 

ll,048 

22,888 

39,452 

Tax Shares 

(3) 

370 

768 

1,017 

1,282 

4,562 

8,275 

21,177 

35,208 

SouRcB : Report of the Eighth Finance Commission, 1984, pages 156-7 and 96. 

(Rs. Crores) 

Statutory and other Grants Art. 275 grants 
as percent of 

Of which Art. 
total devolution 

(Col. (5) as per· 
Total 275 grants cent of Col. (2)) 

(4) (S) (6) 

106 34 7.14 
286 185 11.55 
338 252 18.60 
500 423 23.74 
859 713 13.15 

2,773 2,683 24.28 
1,7ll 1,627 7.11 
4,244 3,769 9.55 
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ANNEXURE X.6 

TAX SHARES OF STATES RECOMMENDED BY THE SUCCESSIVE FINANCE COMMISSIONS AND THE PERCENTAGE 
OF THE STATES' SflARE IN DIVISIBLE TAXES TO GROSS RECEIPTS OF INCOME TAX AND UNION EXCISE DUTIES, 
TOTAL TAX REVE;'IUES OF THE UNION AND TOTAL REVENUE RECEIPTS OF THE UNION 

Recommended percentage share in 

Finance Commissions (Period) Income Tax Union Excise 
Duties (Basic) 

(I) (2) (3) 

ss. 40• 

60 2s• 
First (1952-57) 

Second (1957-62) 

Third (1962-66) 

Fourth (1966-69) 

Fifth (1969-74) 

Sixth (1974-79) 

Seventh (1979-84) 

Eighth (1984-89) 

66 2/3 20• 

75 20 

75 20 

80 20 

85 40 

85 45@ 

• The percentage shar·' relates to selected commodities. 

Percentage of the States's share in 

Total Gross re- Total tax revenue Total revenue 
ceipts of Income of the Union receipts of the 
Tax and Union (Gross) Union (Gross) 
Excise Duties 

(4) (S ) (6) 

28.47 15.45 12.32 

28.25 17.70 14.57 

30.28 15.02 13.83 

27.96 17.61 13.82 

34.67 23.17 18.43 

30.93 19.77 15.83 

46.47 26.82 21.90 

47.62@@ 27.59@@ 21.50@@ 

@ 40 percent to all States and S percent to thoS> States having assessed dificits on their revenue account. 
@@ As estimated by the Eighth Finance Commission. 

SouRcB : 1. Cols. 2 and 3-Reports of the Finance Commissions. 
2. Cots. 4, S & 6 - Worked out on the basis of the data contained in Ministry of Finance -Indian Economic $1a/(S/ics (Part 

I/-Public Finance), various issues. 

ANNEXURE X.7 

REVENUE FROM INCOME TAX, CORPORATION TAX AND SURCHARGE ON INCOME TAX AND THEIR 
RELATIVE IMPORTANCE 

(Rs. Crores) 

Revenue Amount of Share of Revenue Centre's Total Tax Rcve1ue Total stat-
from Surcharge States in from corpo.. - utory trans-

Income Tax Income Tax r- tion tax Including Excluding fer~ toSta-
Year (including (included in Sta'e' Share States Share tes (includ-

Surcharge) Col. 2) (Gross) (Net) ing grants) 

(I) (2) (3) (4) (S) (6) (7) (8) 

1951-52 147 4 53 41 568 SIS 70 

1956-57 151 6 58 so 570 492 99 

!959-60 
l 149 8 79 107 799 642 219 

196!-62 161 s 94 157 1,054 875 235 

1966-67 306 8 137 331 2,307 1,782 526 

1969-70 448 18 293 353 2,823 2,201 794 

1974-75 874 48 512 709 6,322. 5,C97 1,722 

1975-76 1,214(1,015) 63 734 862 7,609 6,010 2,118 

1976-77 1,194(1 ,161) 68 652 984 8,271 6,581 2,207 

1977-78 1,002 102 675 1,221 8,858 7,060 2,397 

1978-79 1,177 102 707 1,251 10,525 8,568 2,642 

1980-81 1,506 120 1,002 1,311 13,179. 9,388 4,127 

1984-85 1,928 218 1,231 2,556 23,471 19,694 6,317 

Percentage Annual rate of growth 
(i) 1984-85 over 1951-52 36.79 147.11 67.57 184.00 122. 14 101.01 270.48 

(ii) 1984-85 over 1969-70 22.00 73.19 21.34 41.55 48.76 46.92 46.42 

(iii) \984-85 over 1974-75 12.05 35.80 14.04 26.00 27.13 24.71 26.68 
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ANNEXURE X.7 (Cone/d.) 

Year 

(I) 

1951-52 
1956-57 
1959-60 
1961-62 
1966-67 
1969-70 
1974-75 
1975-76 

1976-77 

1977-78 
1978-79 
1980-81 
1984-85 

Percentage of re- Percentage of sur
venue from Inco- ;charge on Income 
me Tax (Col. 2) to Tax (Col. 3) to 
Centre's gross revenue from In-
revenue (Col. 6) come Tax (Col. 2) 

(9) (10) 

25.82 3.00 
15.13 3.70 
18.67 5.50 
15.28 3.16 
13.28 2.68 
15.88 4.06 
13.89 5.42 
15.96 5.16 

(13a34)0 (6.18)* 
14.44 5.65 

(14.04)0 (5.81)* 
II. 31 10.20 
11.19 8.66 
11.43 7.97 
8.21 II. 31 

*Excluding collections under Voluntary Disclosure Scheme. 

Percentage of Sur- Percen! age of 
charge on Income States' share in 
Tax (Col. 3) to Income Tax(Co!.4) 
Centre's net tax to total Statutory 
revenu' (Col. 7) transfers (Col. 8) 

(II) (12) 

0.85 75.51 
1.14 58.48 
1.29 33.68 
0.58 39.93 
0.46 26.06 
0.83 36.95 
0.93 29.75 
1.04 34.65 

1.02 29.56. 

1.45 28.17 
1.19 26.74 
1.28 24.28 
1.23 19.49 

SouRcE : (i) Min~stry of Finance-Indian Economic Statistics, (Part //-Public FinaJtce), Various Issues. 

(ii) Union Government's Budgets, various issues. 

(iii) Reports of the Finance Commissions. 

ANNEXURE X.8 

Percentage of re
venue from Corpo ... 
ration Tax (Col. 5) 
to Centre's net tax 
revenue (Col. 7) 

(13) 

8.03 
10.23 
16.58 
17.87 
18.57 
16.05 
13.92 
14.34 

14.96 

17.29 
14.61 
13.96 
14.45 

PATTERN OF UNION TRANSFERS TO STATES ON REVENUE ACCOUNT,I951-52 to 1984_85 

Pl1n Poriod S3:tre in T JX>~s G:ants under' 
Art. 275(1) 

(I) (2) (3) 

First Phn (1951 56) 57.7 4.0 

S:cond Plan (1956-61) 46.0 10.5 

Tnird Plan(I961-66) 46.1 11.2 

Tbree Annu1l Plans (1966-59) 44.7 14.9 

Fourth Plan (1969-74) 53.3 8.7 

Fifth Plan (1974-78) 52.0 17.0 

Tw~ Annu1l Plans(1978-80) 52.9 9.2 

Sixth Plan (1980-85} 55.9 4.8 

Total : (1951-85) 53.8 8.3 

Total (2 f-3J 

(4) 

61.7 

56.5 

57.3 

59.6 

62.0 

69.0 

62.1 

60.7 

62.1 

Grants in lieu of Other Grants 
other taxes 

(5) (6) 

10.7 27.6 
5.3 38.2 
3.3 39.4 
1.7 38·7 
0.9 37.1 
0.5 30.5 
0.3 37.6 

. 0.3 39.0 
0.7 37.2 

SouRCE : Ministry of fin>noe,lnt/ian Economic Statistics(Part 11- Public Fill<mCeJ, Various 1'8ues. 

(Petcehtages) 

Total Tfansfers 
14+5+6) 

(7) 

100.0 

100.0 

100.0 
' 100.0 

100.0 

100.0 

100.0 

100.0 

100.0 
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ANNEXURE X.9 

PATTERN OF STATES' INDEBTEDNESS 
(Rs. Crorosj 

(As on 31st Ma:·ch) 
1951 !956 !961 !966 1969 1974 1979 1984 

I. Internal DeJ,t 

(a) Market Loans Ill 222 4!0 no 950 1,543 2,572 4,236 
(29. G) (17.1) ( 15. 0) ( 13 .J) (12 .8) (13 .3) (13.7) (I 1.3) 

(b) Others . 12 45 182 458 5.39) 612 776 1,724 
(3.2) (3. 5) (6.6) (8.3) (7 .3) (5.3) (4.1) (4.6) 

Total I 123 267 592 1,178 I ,489 2,155 3,348 5,960 
(32. 8) (20.6) (21 .6) (21 .4) (20. J) ( 18 .6) (17.8) (I 5.9) 

IT. Loans from the Centre . 1% 943 2,014 4,103 5,569 8,578 I 3,463 27,059 
(52.3) (72. 8) (73.5) (74 .4) (75.0) (74.0) (71. 7) (72.4) 

III. Unfunded Debt . 56 86 133 231 367 857 1,974 4,387 
(14.9) (6.6) (4.9) (4.2) (4.9) (7.4) (10.5) (II. 1) 

Total (1+11+111). 375 1,296 2,739 5,512 7,425 1!,590 !8,785 37,406 
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 

SouRCB : (i) Report of the Finance Commission,l978, p. 110. 

(ii) Report of the Eighth Fi1rance Commission, I 98·1, p. 265 & P. 98. 

Nora : Figutes in parantheses are percent~ge.:; to the total. 

ANNEXURE X. 10 

FINANCING OF REVENUE EXPENDITURE OF THE STATES,!95I-52 to 1984-85 

(Rs. Crores) 

Own Share in 275 (I) Grants in Other Tot<: I re~e· Surplus(+) Total 
Plan Period Re;ource') t-l '(~) ~V 1nts-in-aid lieu of other Grants nue receipts Deficit(-) expen-

L· xes etc. (cols. 2to 6) (cols. 7to 9) diturc 

(I) (2) (3) (4) (5) (6) (7) (8) (9) 

First Plan (195!-56) 1845.96 347.47 24.20 64. I I 166.25 2447.99 (-) 42.41 2490.40 
(74. I) (14.0) (1.0) (2 5) (6.7) (98.3)(-) (I .1) (100.0) 

Second Plan(1956-61) 2657.17 670.39 152.99 78.12 557.33 4116.00 (') I 18.09 3997.91 
(66.5) (16.8) (3.8) (2 .0) (13.9) (103.00) (+) (3.0) (100 0) 

Third Plan (196!-66) 4762.67 I 195.04 291.72 84.22 1022.87 7356.52 (-<) 73.78 7282.74 
(65A) (16 .4) (4 .0) (1.2) (14 .0) (101.0) (+J (I .0) (100.0) 

Three Annual Plans (I 966-69) 4603.36 1271 .48 422.23 48.48 I 099.81 7445.36 (-) 34.28 7479.64 
(61 .5) (17 .0) (5.7) (0.6) (14.1) (99.5) (-) (0.5) (ICO.O) 

Fourth Plan (1969-74) 1!898.87 4546.90 736.70 77.06 3166.35 20425.88 (-) 261.37 20687.25 
(57. 5) (22 .0) (3.6) (0.3) (15.3) (98 1) (-) (1. 3) (100.0) 

Fifth Plan (1974-78) 19381.90 6313.06 2068.24 65.00 3702.64 31530.84 (+)3470.53 28060.31 
(69 .1) (22. 5) (7.4) (0.2) (13.2) (112.4) (+) (12.4) (100.0) 

Two Annuli Pllns (1978-80) 13939. I 5 5360.51 926.97 32.50 3808.67 24067.80 (+) 2683.65 21384.15 
(65. 2) (25 .0) (4.3) (0.2) (17. 8) (112.5) (+) (12.5) (100.0) 

Sixth Pian (1980-85) 59845.44 23522.30 2019.30 115.60 16408.1 I 101910.75 (: )2419.03 99491 .72 
(60.2) (23 .6) (2.0) (0.1) (16.5) (102.4) (+) (2 .4) (100.0) 

Total (1951-85) 118977.05 43227.17 6642.35 565.09 29932.09 199343.75 (+)8469.63 190874.12 
(62. 3) m.6) (3. 5) (0.3) (I 5. 7) (104 .4) (+) (4.4) (100.0) 

SouRCB : Ministry of Finance : Indian Economic StatisJics(Part II~ Public Finance), V.trious i'\sues. 

NoTB : Figures in plrantheses are percentages to Tot:tl E~penditure. 

43-325/87 
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ANNEXURE X. II 

CUMULATIVE! FINANCING OF REVENUE EXPENDITURE OF STATES, !951-52 to 1984-85. 
(Rs. Crores) 

Cumulative rc.sources Surplus ( -j ) Total 
Plan Period Deficit ( -) Expenditure 

Own Shere in 275 (I) Grants in Total (Col. 6-8) 
Resources t:txes grants·in lieu of other resources 

aid taxes etc. including 
other grants 

2 2 3 4 5 6 7 

First Plan(195I-56) 1845.95 2193.43 2217.63 2281.74 2447.99 (-) 42.41 
( 74. I) (88 .I) (89.0) (91. 6) (98.3) (-) (1. 7) 

SecJnd Plan(l956-61) · 2657.17 3370.09 3523.08 3601 .20 4116.00 (" ) 118.09 
(66.5) (84. 3) (88.1) (90 .I) (103 .0) ( +) (3.0) 

Third Plan(!96I-66). 4762.67 5957.71 6249.43 6333.65 7536.52 (-j) 73.78 
(65 .4) (81. 8) (85 8) (87 .0) (101 .0) (.;) (1.0) 

Three Annual Plan' (1966-69) 4603.36 5874.84 6297.07 6345.55 7445.36 (-) 34.28 
(61 . 5) (18.5) (84.2) (84 .8) (99.5) (-) (0.5) 

Fourth Plan (1969-74) 11898.87 16445.77 1)182.47 17259.53 20425.88 (-) 261.37 
(57. 5) (79. 5) (83.1) (83 .4) (98.1)(-) (1.3) 

Fifth Plan (1974-78) . !9381.90 25694.98 21763.22 27828.22 31530.86 (+)3470.55 
(69. I) (91 .6) (98.9) (99 .2) (112.4) (+) (12.4) 

Two Annual Plans ( !978-80) 13939.15 19299.66 20226.63 20259.13 24067.80 (+)2683.65 
(65.2) (90. 3} (94 .6) (94.1) (112.5) (+) (12.5) 

Sixth Plan (1980-85) . 59845.44 83367.74 85387.04 85502.64 101910.75 (-! )2419.03 
(60.2) (83.8) (85.8) (85 .9) (102.4) (") (2.4) 

Total (1951-85) 118934.52 16220i .22 168846.57 169411.66 199301.16 (+) 8427.04 
(62. 3) (85.0) (88. 5) (88.8) (104.4) (+) (4.4) 

SOURCE : Ministry of Fin 1nce -Indian Economic Statistics(Partll· Public Finance)-Various issues. 

Nors : Figures in p.lran~he<ies are percentJg:es to Total ExpenVilure. 

ANNEXURE X.12 

8 

2490.40 
(100.0) 
3997.91 
(100.0) 
7282.74 

(100.0) 
7479.64 
(100.0) 
20687.25 
(100.0) 

28060.31 
(100.0) 

71384.15 
(100.0) 

99491.72 
(100.0) 

190874.12 
(100.0) 

PER-CAPITA TRANSFERS UNDER THt AEGIS OF FINANCE COMMISSION, PLAN TRANSFERS OTHER 
TRANSFERS AND AGGREGATE TRANSFERS DURING PLAN PERIODS. ' 

State 

(I) 

I . Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
5. Hilryana 
6. Himachal Pradesh 
1. Jammu & Kashmir 
8. Karnataka 
9. Kerala. 

10. M1dhya Pradesh 
11. M1harashtra 
12. Manipur 
13. Megh1laya 
14. Nag1land 
15. Orissa • 
16. Punjab 
11. Rajasthan 
!8. Sikkim 
19. Tamil Nadu . 
20. Tripura 
21. Uttar Pradesh 
22. West Bengal. 

Total (All States) 

Statutory 
transfers 

(2) 

104 
135 
88 
87 
84 

141 
258 

84 
109 
83 
99 

322 
202 

I ,568 
124 

81 
102 

88 
!57 

86 
101 

98 

(In Rupees) 

Fourth Plan (1969-74) 

Plan Tr:tnsfers Other 
-=-----:----·--------- transfers 
Total State Plan Central Centrally 

( 4+ 5 + 6) Plan Soomorect 

(3) (4) 

83 61 
222 207 
100 47 
123 54 
165 129 
286 196 
484 315 
130 62 
101 81 
82 59 
46 32 

157 134 
334 299 
760 643 

94 85 
93 59 
84 53 

42 36 
164 70 
70 58 
97 48 

95 64 

(5) 

4 
6 

2 

6 
9 

.7 
7 
7 

2 

I 
33 

II 

4 

Schemes 

(6) 

18 
9 

53 
67 
35 
90 

163 
59 
13 
16 
7 

23 
33 

117 
8 
I 

31 

6 
94 
12 
38 

27 

(7) 

88 
115 
17 
40 

106 
129 
380 

58 
93 
25 

116 
336 . 
282 
752 
123 
78 

412 

90 
160 
46 

100 

91 

Aggregete 
trc nsfers 
(2+ 3-J 7) 

(8) 

275 
472 
205 
250 
355 
556 

1,122 
272 
303 
190 
261 
815 
818 

3,080 
341 
252 
598 

220 
481 
202 
298 

248 
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ANNEXURE X.12 (Contd.) 
(In Rupees) 

Fifth Plan (1974-78) 

Statutory Plan Transfers Other Aggregate 
State transfers --; .. transfers Transfers 

Total State Plan Central Centrally (h 10.,.14) 
(II+ 12+13) Plan Sponsored 

Schemes 
(I) (9) (10) (II) (12) (13) (14) (IS) 

1. Andhra Pradesh 156 123 94 12 17 31 310 
2. Assam. 255 191 146 30 15 37 483 
3. Bihar . 133 83 69 8 6 42 . 258 
4. Gujarat 131 127 88 13 26 40 298 
5. Haryana 104 132 93 19 20 64 300 
6. Himachal Pradesh 483 429 418 11 46 958 
7. Jammu & Kashmir 429 762 710 22 30 103 1,294 
8. Karnataka 117 122 79 22 21 29 268 
9. Kerala. 274 125 95 11 19 25 424 

10. Madhya Pradesh 115 108 71 12 25 22 24S 
11. Maharashtra 126 83 52 15 16 36 245 
12. Manipur 1,037 376 292 57 27 311 1,724 
13. Meghalaya 698 609 531 39 39 43 1,350 
14. Nagaland 2,061 1,199 1,020 179 286 3,546. 
15. Orissa . 225 142 109 14 19 28 395 
16. Punjab 110 140 103 19 18 70 320 
17. Rajasthan 191 121 82 12 27 38 350 
18. Sikkim 78 1,603 1,359 244 231 1,912 
19. Tamil Nadu . 118 108 83 12 13 27 253 
20. Tripura 682 335 232 83 20 22 1,039 
21. Uttar Pradesh 133 108 90 1· II 35 276 
22. West Bengal. 164 74 55 6 13 70 308 

Total All (States) 158 121 92 12 17 39 318 

Annual Plans (1978-80) 

Statutory Plan Transfers Other Aggregate 
State Transfers Transfers Transfers 

Total State Plan Central Centrally (16.,.17+21) 
(18+ 19-J 20) Plan Sponsored 

Schemes 

(1) (16) (17) (18) (19) (20) (21) (22) 

1. Andbra Pradesh 108 139 109 15 15 29 276 
2. Assam. 99 295 243 26 26 14 408 
3. Bihar . 113 108 83 9 16 39 260 
4. Gujarat 118 118 86 9 23 44 280 
s. Haryana 87 149 118 7 24 31 267 
6. Himachal Pradesh 294 503 411 92 46 843 
7. Jammu & Kashmir 284 540 270 13 257 143 967 
8. Karnataka 97 100 67 20 13 18 215 
9. Kerala. 122 Ill 90 7 14 18 251 

10. Madhya Pradesh 101 109 85 13 11 33 243 
11. Maharashtra 98 93 71 10 12 47 238 

12. Manipur 590 612 512 46 54 149 1,351 

13. Meghalaya 443 563 507 13 43 28 1,034 

14. Nagaland 1,402 1,402 1,166 236 316 3,120 

IS. Orissa • 119 171 128 25 18 59 349 

16. Punjab 88 108 79 17 12 97 293 

17. Rajasthan 120 57 3 34 20 134 311 

18. Sikkim 527 1,770 1,561 209 295 2,592 

19. Tamil Nadu . 100 85 67 8 10 23 208 

20. Tripura 427 359 299 37 23 28 814 

21. Uttar Pradesh 110 121 98 II 12 55 286 

22. West Bengal . 114 94 81 3 to 77 285 

Total All (States) 114 125 95 13 17 49 288 
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ANNEXURE X.l2 (Contd.) 
(In Rupees) 
--~ 

Sixth Plan (1980-85) 

Statutory {i Plan Transfers Other Aggregate 
Transfers Transfers State Transfers..::::.. 

Total State Plan Central Centrally (23+24-t-28) 

(I) 

1- Andhra Pradesh 
2. Assam. 
3. Bihar • 
4- Glijarat 
s. Haryana 
6. Himachal Pradesh 
7. Jammu & Kashmir 
8. Karnataka . 
9. Kerala. 

JO. Madhya Pradesh 
11. Maharashtra 
12. Manipur 
13. Meghalaya 
14. Nagaland 
15. Orissa • 
16. ~ab 
17. Rlijasthan 
18. Sikkim 
19. Tamil Nadu , 
20. Tripura _ 
21. Uttar Pradesh 
22. West Bengal. • 

Total (All States) 

• 

• 
• • • 

(25+26+27) 

(23) (24) • 

347 344 
336 854 
384 296 
335 301 
298 372 
931 1,525 
789 1,572 
331 281 
375 315 
371 318 
336 365 
335 2,721 

1,256 2,159 
3,779 4,405 

432 490 
302 533 
324 417 
365 6,345 
379 277 

1,233 1,537 
347 332 
360 255 

370 386 

• Includes Loans for Central/Centrally Sponsored Schemes also. 
@ Break-up not available. 

Source : Reserve Bank of India- Bulletins. various issues. 

(25) 

22~ 

647 
218 
200 
243 

1,210 
1,188 

175 
214 
235 
278 

2,683 
1,926 
3,770• 

329 
472 
273 

6,282@; 
170 

1,285 
229 
203 

280 

Notes ; (i) Statutoty Transfers - Include share in taxes and statutory grants. 

Plan Sponsored 
Schemes 

(26) (27) (28) (29) 

42 73 83 774 
179 28 97 1,287 
37 41 128 808 
31 70 233 869 
27 102 180 850 

5 310 231 2,687 
14 370 715 3,076 
41 65 104 716 
32 69 76 766 
27 56 73 762 
32 55 197 898 
18 20 1,582 4,638 
32 201 1,885 5,300 

635 68 8,252 
67 94 193 1,US 
27 34 282 1,l17 
24 120 143 884 

63 99 6,809 
41 66 125 ,781 

122 130 123 2,893 
45 58 117 796 
10 42 229 844 

39 67 tss· 911 

(ii) Plan Transfers - Information has been compiled under three heads i.e. Plan transfers under State Plan, Central 
Plan and Centrally Sponsored Schemes. AU the three categones mclude transfers in the form of 
loans as well as grants. 

(iii) Other Transfers - Include both loans and grants given to states for relief of natural calamities, other loans and grants 
and share in small savings. 

ANNEXURE X-13 
TRANSFERS TO THE STATES AS PERCENTAGE OF TOTAL RESOURCES OF THE UNION, STATES AND THE COM-

BlNED RESOURCES SEPARATELY ON REVENUE ACCOUNT, CAPITAL ACCOUNT AND AGGREGATE 
RESOURCES,I951-85. 

Revenue Account Capital Aocount 
Plan Period 

Union States Union and Union States Union & 
States States 
combined combined 

(I) (2) (3) (4) (5) (6) (7) 
First Plan (1951-56) 22.4 24.6 13.3 39.1 64.1 32.0 
Second Plan (1956-61) 32.2 35.4 20.3 23.0 65.8 20.5 
Third Plan (1961-66) 25.6 35.3 17.4 30.5 69.3 26.9 
Three Annual Plans (1966-69) 31-1 38.2 20.7 27.0 62.9 23.3 
Fourth Plan (1969-74) 34.8 41.7 23.4 30.9 52.0 24.0 
Fifth Plan (1974-78) 31.2 38.5 20.8 22.3 51.2 18.4 
Two Annual Plans (1978-80) 36.9 42.1 24.5 31.7 66.2 27.3 
Sixth Plan (1980-85), 37.6 41.3 24.5 22.2 58.8 19.2 

Total (1951-85) 35.0 40.3 23.1 24.9 59.2 21.2 

Source : Ministry of Finance Indian Economic Statistics (Partll Public Finance), various issues. 
No,., : I. Transfers include all transfers- Statutory, Plan and others. 

(Percentages) ~ 

Aggregate Resources 

Union States Union & 
States 

comined 
(8) (9) (10) 

29.1 36.8 19.4 
27.5 44.0 20.4 
27.6 45.2 20.7 
29.6 44.2 21.5 
33.8 43.8 23.6 
28.9 40.6 20.3 
35.3 46.7 25.2 
32.0 44.6 22.9 

31.6 44.0 22.6 

2. In working out the percentages gross resources (before transfers) were taken for the Union and total reve ( 
plus the transfers from the Union) for the States. nues owa resources 
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ANNEXURE X.l4 

STATEMENT SHOWING THE OVERALL BUDGETARY POSITION OF THE UNION 

(Rs. Croros) 

Year Surplus (+)Deficit(-) Surplus ( +) Deficit (-) OveraU Budgetary 
on Revenue Account on Capital Account Surplus ( -t ) Deficit (-) 

(I) (2) (3) (4) 

1969-70 125.17 (-) 170.70 (-) 45.53 

1970-71 163.02 (-) 447. 78 (-) 284.76 

1971-72 (-) 99.95 (-) 419.37 (-) 519. 32 

1972-73 17.72 (-) 889.27** (-) 871.55 

19'/3-74 236.79 (-) 565.11 (-) 328.32 

1974-75 764.29 (-) 1485.08 (-) 720.79 

1975-76 886.88 (-) 1252.92 (-) 366.04 

197&--77 298.45 (-) 429.14 (-) 130.69 

1977-78 429.80 (-) 1362.81 (-) 933.01 

1978-79 • 292.30 (-) 1243.04£ (-) 950.74 

1979-80 (-) 694.09 (-) 1732.71 (-) 2426.80 

1980-81 (-) 776.76 (-) 1799.57 (-) 2576.33 

1981-82 • • (-) 293.44 (-) 1098.46 (-) 1391.90 

1982-83 • (-) 1254.33 (-) 401.13* (-) 1655.46 

1983-84 (-) 2397.67 980.51 (-) 1417.16 

1984--85 • (-) 3479.58 (-) 247.57 (-) 3745.15 

1985-86 (RE) (-) 5939.96 (+) 1449.63 (-) 4490.33 

Source : Ministry of Finance- Indian Economic Statistics, (Part 11-Pub/ic Finance). 

Notes : *Excludes assistance of Rs. 1743.46 crores given to the States for clearing their deficits as on 31-3-1982. 
£Excludes assistance of Rs. 555 crores given to the States for clearing their over-drafts. 

•• Excludes the assistance of Rs. 421. 13 crores given to the States for clearing their over-drafts. 



Period 

(I) 

First Plan (1951-56) . 

Second Plan (1956-61) 

Third Plan (1961-66) ,_ 

Three Annual Plans (1966-69) 

Fourth Plan (1969-74) 

Fifth Plan (1974-78) 

Two Annual Plans (1978-80) 

Sixth Plan (1980-85). 

Total (1951-85) 

Period 

(I) 

First Plan (1951-56) 

Second Plan (1956-61) 

Third Plan (1961-66) 

Three Annual Plan (1966-69) 

Fourth Plan (1969-74) 

Fifth Plan (1974-78) 

Two Annual Plans (1978-80) 

Sixth Plan (1980-85). 

Total (1951-85) 
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ANNEXURE X-IS 

PATTERN OF EXPENDITURE OF UNION AND STATES 

Union 

Revenue Account Capital Account 

Developmental Non-Develop· Developmental Non-Develop-
mental mental 

(2) (3) (4) (5) 

15.6 84.4 32.2 7.4 

29.4 70.6 44.0 8.8 

24.0 76.0 37.4 9.8 

24.2 75.8 23.9 15.5 

27.0 73.0 40.5 13.7 

30.3 69.7 44.3 8.2 

36.8 63.2 36.4 7.2 

35.8 64.2 43.8 9.2 

33.0 67.0 41.3 9.5 

States 

Revenue Account Capital Account 

Developmental Non-Develop-
mental 

Developmental Non-Develop-
mental 

(7) (8) (9) (10) 

54.4 45.6 86.5 -7.1 (a) 
57.9 42.1 75.0 2.9 
57.7 42.3 58.1 4.6 
55.7 44.3 59.5 2.3 
55.3 44.7 67.3 -0. 5(a) 
62.3 37.7 64.0 0.6 
65.9 34.1 61.0 Neg!. (b) 
64.9 35.1 65.1 0.1 

62.6 37.4 64.6 0.4 

Sourc• : Ministry of Finance -Indian Economic Statistics, Part II-Public Finance, various issues. 

(Percentages) 

Net Disburse-
ments of 
loans 

(6) 

60.4 

47.2 

52.8 

60.6 

45.8 

47.5 

56.4 

47.0 

49.2 

Net Disburse-
ments of Loans 

(II) 

20.6 

22.1 

37.3 

38.2 

33.2 

35.4 

39.0 

34.8 

35.0 

Notes 1. Percentages are in relation to respective total expenditure on revenue and capital accounts. However on revenue accou t 
'transfers to funds' in the case of State:; and ·s~atutory ~ants to States' and 'Self-balancing' amount; in the case of u ry 5

' 
have been deducted from total expendoture whtle workmg out the percentages. 0100 

2. On Capital Account of the Centre 'Transfers of developmental assistance from USA' during 1960-61 to 1967-68 has not been 
included. 
(a) Mainly State Trading. 
(b)~Mainly Compensation payments to Land holders. 
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ANNEXURE X.l6 

LIST OF GOODS OF SPECIAL IMPORTANCE 

(i) Cereals; 
(ii) Cott(m; 
(iii) Cotton yarn (excluding cotton yarn waste); 
(iv) Cotton fabrics; 
(v) Rayon or art silk fabrics; 
(vi) Woolen fabrics; 
(vii) Sugar; 
(viii) Tobacco; 
(ix) Coal; 
(x) Crude Oil; 
(xi) Hides and skins ; 
(xii) Iron and steel; 
(xiii) Jute; 
(xiv) Oil seeds; and 
(xv) Pulses. 

SouRCE : Ministry of Finance- Report of the Expert Committee on Replacement of Sales Tax, 1983, p.3 

ANNEXURE X.17, 

DEBT POSITION OF UNION GOVERNMENT 

(AMOUNTS OUTSTANDING AT THE END OF FINANCIAL YEAR) 

Category 195{}.- 1955- 196{}.- 1965- 1968- 1973- 1978- 1979- 198{}.- 1981-
51 56 61 66 69 74 79 80 81 82 

I. Internal debt 2,022 2,330 3,978 5,415 6,803 11,107 19,855 24,319 30,864 35,653 

IT. External Debt., 32 113 1,001 3,152 6,520 5,824 9,373 9,964 II ,298 12,328 

m. Other Liabili!ies 811 1,068 1,575 2,758 3,526 7,336 14,254 15,932 17,587 20,205 
of Which ; 

(i) Small savings; 337 575 970 1,538 1,904 3,271 5,750 6,855 7,976 9,375 

(ii) Provident funds 95 166 289 527 697 1,135 2,174 2,402 2,645 2,924 

Total (!+IT tim 2,865 3,511 6,554 II ,325 16,849 24,267 43,482 50,215 59,749 68,186 

SouRCE : Ministry of Finance -Indian Economic Statistics, Part II -Public Finance, Dec. 1983 & Dec. 1985. 

ANNEXURE X.18 

(Rs. Crores) 

1982- 1983- 1984--
83 84 85 

46,939 50,263 58,537 

13,682 15,120 16,637 

24,251 29,521 38,267 

11,098 13,506 17,157 
3,420 3,747 4,158 

84,872 94,904 1,13,441 

STATEWISE GROSS CENTRAL LOANS, DEBT-SERVICING AND PERCENTAGE OF NET TO GROSS-LOANS DURING 
THE SIXTH PL.A N PERIOD 

1980-81 
(Rs. Crores) 

DEBT SERVICING 
CATEGORY/STATE Gross Loans Total Net Loans Percentage 

from Centre Repayment Interest (3+4) (2-5) of Net to 
payment Gross LoaM 

(I) (2) (3) (4) (5l (6) (7) 

A-ADVANCED 
I. Gujarat . 163·50 45·37 36·58 81 ·95 81 ·55 49·88 

2. Haryana • 64·67 21 ·77 22·67 44·44 20·23 31 ·28 

3. Maharashtra 312·00 46·27 61 ·85 108 ·12 203·88 65·35 

4. Punjab . 92·81 48·73 23·63 72·36 20·45 22·03 

5. Tamil Nadu 154·58 40·17 55·51 95·74 58·84 38 ·06 

6. West Bengal 263 ·74 134 ·68 73·81 208 ·49 55·25 20·95 

TOTAL 1,051·30 336·99 274·11 611.10 440·20 41•87 



CATEGORY/STATE 

(I) 

B-MIDDLE LEVEL . 
7. Andhra Pradesh 
8. Kamataka 
9. Kerala . 

TOTAL 

C-BACKWARD 
10. Bihar 
11. Madhya Pradesh 
12. Orissa . 
13. Rajasthan 
14. Uttar Pradesh 

TOTAL 

D-SPEClAL CATEGORY 
15. Assam . 
16. Himachal Pradesh 
17. Jammu & Kashmir 
18. Manipur 
19. Meghalaya 
20. Nagaland 
21. Sikkim . 
22. Tripura . 

TOTAL 

ALL STATES 

A-ADVANCED 
1. Gujarat . 
2. Haryana 
3. Maharashtra 
4. Punjab . 
5. Tamil Nadu 
6. West Bengal 

TOTAL 

B-MIDDLE LEVEL 
7. Andhra Pradesh 
8. Kamataka 
9. Kerala . 

TOTAL 

C-BACKWARD 
10. Bihar 
11. Madhya Pradesh 
12. Orissa . 
13. Rajasthan 
14. Uttar Pradesh 

TOTAL 
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(ANNEXURE X.l8-contd.) 

1980-81 

Gross Loans 
from Centre 

(2) 

213·54 
147·50 
74·82 

435·86 

259 ·86 
211 ·IS 
138·16 
172 ·56 
381 ·35 

1,163 ·08 

157·62 
20·54 

124·14 
42·07 

4·05 
12·03 
2·86 
5·60 

368 ·91 

3,019 ·15 

219 ·86 
90·18 

358·27 
136 ·38 
154·62 
385·87 

1,345 ·18 

189·90 
134 ·30 
93·48 

417·68 

DEBT SERVICING 

Repayment 

(3) 

68·73 
76·01 
18 ·74 

163 ·48 

63 ·53 
55·41 
89·31 

128·44 
118 ·35 

455·04 

254·95 
79·09 
21 ·26 
54·05 
19·00 
46·42 
0·29 

27·59 

502·65 

1,458 ·16 

1981-82 

76·03 
31·37 
93 ·59 
63 ·36 
47·57 

183·42 

518·61 

79·46 
55·28 

147·71 

282·45 

Interest 
Payment 

(4) 

55·83 
39·34 
21·99 

171·16 

105 ·23 
41·27 
32·42 
46·06 

108·46 

333-44 

21 ·94 
4·64 

30·71 
2·89 
0·41 
0·20 
0·32 
I ·06 

62·17 

786·88 

41·46 
19·67 
81 ·02 
26·42 
49·78 
86·85 

305 ·20 

67·34 
42·55 
26·52 

136·41 

(Rs. Crores) 

Total 
(3 -j 4) 

Net Loans Percentage 
(2-5) of Net to 

(5) 

124 ·56 
liS ·35 
49·73 

280·64 

168 ·76 
96·68 

121 ·73 
174·50 
226·81 

788·48 

(6) 

88·98 
32 ·15 
34·09 

155·11 

91 ·10 
114 ·47 
16·43 

(-)1·94 
154·54 

374·60 

276 ·89 (-)119 ·27 
83 ·73 (-)63 ·19 
51·97 72·17 
56 ·94 (-)14 ·87 
19 ·41 (-)15 ·36 
46 ·62 (-)34 ·59 
0·61 2·25 

28 ·65 (-)23 ·05 

564 ·82 (-)195 ·91 

2,2 ·04 774 ·11 

117 ·49 
51·04 

174 ·61 
113 ·05 
97•35 

270·27 

823 81 

146 ·80 
97·83 

174·23 

418·86 

102 ·37 
39 ·14 

183 ·66 
23·33 
57·27 

115 ·60 

521·37 

43·10 
36·47 

(-)80·75 

(-)1·18 

Gross Loans 

(7) 

41·67 
21·80 
45·56 

35·61 

35·05 
54·21 
11·89 

(-)1·12 
40·52 

32·21 

(-)75 ·67 
(-)307 ·64 

58·13 
(-)35 ·34 

(-)379 ·26 
(-)287 ·53 

78·67 
(-)411·61 

(-)53 ·10 

1.5·64 

46·56 
43·40 
51·26 
17 ·10 
37 04 
29·96 

38·76 

22·70 
27·15 

(-)86·38 

0·18 

258 ·57 77 ·59 85 ·89 163 ·48 95 ·09 36 ·77 
180·89 53·48 50·91 104·39 76·50 42·29 
123 ·33 36 ·22 43 ·88 80 ·10 43 ·23 35 ·OS 
253·04 139·26 57·31 196·57 56·47 22·31 
420 ·26 142 ·73 129 ·21 271 ·94 148 ·32 35 ·29 
·~~~~~--~~~~--~~---1,236 ·09 449 ·28 367 ·20 816 ·48 419 ·61 33 ·95 



CATEGORY/STATE 

(I) 

D-SPECIAL CATEGORY 
15. Assam • 
16. Himachal Pradesh . 
17. Jammu & Kashmir . 
18. Manipur 
19. Meghalaya 
20. Nagaland 
21. Sikkim . 
22. Tripura . 

TOTAL 

ALL STATES 

A-ADVANCED 
I. Gujarat . 
2. Haryana 
3. Maharashtra 
4. Punjab . 
5. Tamil Nadu 
6. West Bengal 

TOTAL 

B-MIDDLE LEVEL 
7. Andhra Pradesh 
8. Karnataka 
9. Kerala . 

TOTAL 

C-BACKWARD 
10. Bihar 
II. Madhya Pradesh 
12. Orissa • 
13. Rajasthan 
14. Uttar Pradesh 

TOTAL 

D-SPECIAL CATEGORY 
15. Assam , 

• 

16. Himachal Pradesh . 
17. Jammu & Kashmir . 
18. Manipur 
19. Meghalaya 
20. Nagaland 
21. Sikkim . 
22. Tripura . 

TOTAL 

ALL STATES 

44-325/87 

Gross Loans 
from Centre 

(2) 

171 ·23 
21 ·87 

140·31 
21 ·99 

5·06 
4 ·35 
2·64 
6·07 

3'/3 ·52 

3,372 ·47 
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ANNEXURE X.I8-Co111d. 

1981-82 

DEBT SERVICING 

Repayment Interest 
payment 

(3) 

64·73 
3·48 

26·84 
22·48 

0·86 
2·52 
0·55 
0·86 

122·32 

1,372 ·66 

19R::!-83 

(4) 

28·96 
5·79 

28·21 
I ·68 
0·66 
0·87 

I ·06 

6i ·23 

876·04 

Total 
(3--4) 

(5) 

93·69 
9·27 

55·05 
24 ·16 

I ·52 
3·39 
0·55 
I ·92 

189·55 

2,248 ·70 

(Rs. Crorc') 

Net Loans Percentage of 
(2 f 5) net to Gross 

(6) 

77·54 
12·60 
85·26 

(-)2·17 
3·54 
0·96 
2 ·09 
4·15 

183 ·9"/ 

1,123 ·TI 

Loans 

(7) 

45 ·28 
57·61 
60·76 

(-)9·87 
69·96 
22·07 
79 ·17 
68·36 

49·25 

33·32 

356 ·97 79 ·39 52 ·96 132 ·35 224 ·62 62 ·92 
119·39 112·06 23·77 135·83 (-)16·44 (-lP·71 
453 ·95 112 ·89 98 ·66 211 ·55 242 ·40 55 ·40 
162 ·99 113 ·69 29 ·97 143 ·66 19 ·33 II ·86 
208 ·57 87 ·85 57 ·04 144 ·89 63 ·68 30 ·53 
550 ·62 155 ·34 103 ·03 258 ·37 292 ·25 53 ·08 

-----1.-8-25-·-49-------6-61-·-22 _______ 36_5_·-43 _____ 1_,0_2_6_·6_5 ______ 8-25---8~4-------44~·58 

229 ·75 80 ·58 74 ·52 155 ·10 74 ·65 32 ·49 
175 ·41 89 ·05 47 ·93 136 ·98 38 ·43 21 ·91 
108 ·47 39 ·32 22 ·60 61 ·92 46 ·55 42 ·91 

------------------------------------------
513 ·63 208 ·95 145 ·00 JS4 ·00 159 ·63 31 ·08 

347·84 
230·45 
156·05 
241 ·42 
483·63 

1.4;9 ·39 

193·51 
30 ·II 

144·07 
15·56 
8·26 
6·33 
3·83 
7·82 

414·49 

4,240 ·00 

115 ·31 
74·72 
49·08 
92·91 

179·96 

511 ·98 

35·77 
3 ·94 

32·48 
6 ·03 
2 ·14 
I ·21 

2·26 

83·83 

1,465 ·98 

96·62 
59·45 
47·84 
61 ·29 

149·71 

414 ·91 

40·02 
7·09 

35·47 
I ·83 
0·85 
0·99 

I ·34 

87·59 

1,012 ·98 

211 ·93 
134 ·17 
96·92 

154·20 
329 ·67 

926 ·89 

75·79 
II ·03 
67·95 
7·86 
2·99 
2 ·20 

3·60 

171·42 

2,478 ·96 

135 ·91 
96·28 
59 ·13 
87·22 

153·96 

532·50 

39·07 
41 ·78 
37·89 
36 ·12 
31 ·83 

36 ·49 

122 ·72 61 ·82 
19·08 63·37 
76·12 52·83 
7·70 49·48 
5·27 63·80 
4·13 65·24 
3·83 100·00 
4·22 53·96 
------

143 ·07 58 ·64 
------

1,761 ·04 41 ·53 



CATEGORY/STATE 

(1) 

A-ADVANCED 
1. Gujarat. 
2. Haryana 
3. Maharashtra • 
4. Punjab • 
5. Tamil Nadu 
6. West Bengal 

TOTAL 

B-MIDDLE LEVEL 
7. Andbra Pradesh 
8. Karnataka 
9. Kerala • 

TOTAL 

C-BACKWARD 
10. Bihar 
11. Madhya Pradesh 
12. Orissa • 
13. Rajasthan • 
14. Uttar Pradesh 

TOTAL 

0-SPEOAL CATEGORY 
15. Assam . 
16. Himachal Pradesh • 
17. Jammu & Kashmir • 
18. Manipur 
19. Megbalaya 
20. Nagaland 
21. Sikkim . 
22. Tripura . 

TOTAL· 

ALLSTATFS 

A-ADVANCED 
1. Gujarat • 
2. Haryana 
3. Maharashtra . 
4. Punjab • 
5. Tamil Nadu 
6. West Bengal 

TOTAL 

B-MIDDLE LEVEL 
7. Andhra Pradesh 
8. Karnataka 
9. Kerala . 

TOTAL 
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(ANNEXURE X.18-Collld.) 

1983-84 

Gross Loans 
from Centre 

(2) 

290·23 
180·25 
569 ·17 
304·93 
313·91 
492·68 

2,152·17 

246·42 
225·68 
199·68 

671·78 

DEBT SERVICiNG 

Repayment 

(3) 

69·24 
96·14 

146·89 
235·77 
121 ·42 
141 ·13 

810·59 

91·91 
120·56 
54·71 

267·18 

Interest 
payment 

(4) 

64·41 
27·08 

125 ·07 
36·57 
67·71 

130 ·80 

451·64 

85·41 
56·37 

45 ·15 

186·93 

Total 
(3+4) 

(5) 

133 ·65 
123 ·22 
271·96 
272·34 
189 ·13 
271·93 

1,262 ·23 

177·32 
176·93 
99·861 

454·11 

Net Loans 
(2-5) 

(6) 

156 ·58 
57·03 

297 ·21 
32·59 

124·78 
220·75 

888·94 

69 ·10 
48·75 

99·82 

217·67 

(Rs. Crorcs) 

Percentage 
of net to 

Gross Loans 

(7) 

53·95 
31·64 
52·22 
10·68 
39·75 
44·80 

41·30 

28·04 
21 ·60 
49·98 

32·40 

514 ·92 140 ·51 Ill ·70 252 ·27 262 ·65 51 ·00 
265 ·59 87 ·99 32 ·86 120 ·85 144 ·74 54 ·49 
214 ·42 60 ·25 55 ·44 liS ·69 98 ·73 46 ·OS 
WG 91~ 72·64 Jg~ ~46 ll~ 

680·06 291·62 173·37 "464·99 215·07 31·62 
c:------------------------------------------------------------

1,918 ·81 671·45 446 ·01 1,117 ·76 801·05 41 ·75 

295·63 
31 ·73 

177·90 
9·77 
9·88 

17·94 
7·66 

10·30 

560·81 

5,302·57 

319 ·97 
120 ·12 
741 ·74 
629 ·86 
257·42 
434·24 

2,503 ·35 

309·62 
371 ·76 
212·98 

894·36 

47·61 
5·72 

43·23 
4·31 
2·97 

11 ·12 
3 ·88 
9·94 

128·78 

1,878 ·30 

1994-85 

75·05 
51 ·75 

176·27 
260·94 

89 ·12 
278·94 

932·07 

. 
103·23 
190·28 
172·11 

465 ·62 

49·28 
8·99 

46·08 
2·72 
I ·27 
1·ll 
0•00 
1·89 

111·55 

1,196 ·13 

88 ·16 
40·55 

166·77 
48·70 
76·18 

181 ·45 

601·81 

99·38 
64·70 
53·83 

217 ·91 

96·89 
14·71 
89 ·31 
7·03 
4·24 

12·44 
3·88 

11 ·83 

240 ·33 

3,074 ·43 

165·21 
92·30 

343 ·04 
309·64 
165·30 
460 ·39 

1,533 ·88 

202·61 
254·98 
225·94 

683·53 

198·74 
17·02 
88 ·59 
2·74 
5·64 
5·50 
3·78 

(-)1·53 

320·48 

2,228 ·14 

154·76 
31 ·39 

398·70 
320·22 

92 ·12 
( )26·15 

969·47 

107 ·01 
116 ·78 

(-)12·96 

210·83 

67·22 
53 ·64 
49·79 
28·04 
57·08 
30·65 
49·34 

(-)14·85 

57·14 

42·02 

48·37 
26 ·13 
53·75 
50·84 
35·78 

( )6 ·02 

38·73 

34·56 
31 ·41 

( )6 ·09 

23·57 



337 

(ANNEXURE X.18-Contd.) 
1984-85 

(Rs. Crores) 

CATEGORY/STATE 
DEBT SERVICING 

Gross Loans Net Loans Percentage of 
from Centre Repayment Interest Total (2-5) Net to Gross 

payment (3+4) Loans 

(I) ' (2) (3) (4) (S) (6) (7) 

C-BACKWARD 
10. Bihar • 486·40 183·33 142·93 326·26 160 ·14 32·92 
11. Madhya Pradesh 287·29 137 ·IS 93·97 231·12 56·17 19·55 
12. Orissa 157 ·75 72·94 65·30 138 ·24 19·51 12·24 
13. Rajasthan 290·35 148·83 169·44 318·27 (-)27 ·92 (-)9 ·62 
14. Uttar Pradesh 681·96 223·50 204·06 427·56 254·40 37·30 

TOTAL (10-14) . 1,903 ·75 765·75 675·70 1,441·45 462·30 24·28 

D-SPECIAL CATEGORY 
IS. Assam 308·37 77·75 75·87 153·62 154·75 50·18 
16. Himachal Pradesh . 44·17 9·78 13·62 23 ·40 20·77 47·02 
17. Jammu & Kashmir . 205·75 52·90 58·80 111·70 94·05 45·71 
18. Manipur 10·17 10·97 7·64 18 ·61 (-)8·44 (-)82·99 
19. Meghalaya 10·82 3·98 2·93 6·91 3 ·91 36·14 
20. Naga1and • • 9·62 4·38 3 ·27 7·65 1·97 20·48 
21. Sikkim . 4·49 1·56 1·80 3·36 1-13 29·62 
22. Tripura . 14·83 4·72 2·69 7·41 7·42 50·03 

TOTAL (15-22) . 608·22 166·04 166·62 332·66 275·56 45·31 

ALL STATES 5,909 ·68 2,329 ·48 1,662·04 3,991·52 1,918 ·15 32·45 

A-ADVANCED 
I. Gujarat . 1,350 ·53 345·08 283·57 628·65 721 ·88 53·45 
2. Haryana 574·61 313·09 133 ·84 446·93 127·68 22·22 
3. Maharashtra 2,435 ·13 575·91 533 ·10 1,109 ·01 1,326 ·12 54·46 
4. Punjab . 1,326 ·97 745·76 165 ·29 911•05 415 ·92 31·34 
s. Tamil Nadu 1,089 ·10 386 ·13 306·28 692·41 396·69 32·42 
6. West Bengal 2,127 ·15 893·51 575·94 1,469·45 657•70 30·92 

TOTAL(1-6) 8,903 ·49 3,259 ·48 1,998 ·02 5,257·50 3,645·99 40·95 

B-MIDDLE LEVEL 
7. Andhra Pradesh 1,189 ·23 423 ·91 382·48 806·39 382·84 32 ·19 
8. Kama taka 1,054 ·65 0 531 ·18 250·89 782·07 272·58 25·84 
9. Kerala 689·43 432·59 170·09 602·68 86·75 12 ·58 

TOTAL(7-9) 2,933 ·31 1,387 ·68 803·46 1,191·14 742·17 25·30 

C-BACKWARD 
10. Bihar • • 1,867 ·59 580·33 542·37 1,122 ·70 744·89 39·88 
11. Madhya Pradesh 1,175 ·34 408·75 278·26 687·01 488·33 41·55 
12. Orissa 789·71 307·80 244·68 552·48 237·23 30·04 
13. Rajasthan 1,201 ·19 600·76 406·74 1,007 •SO 193·69 16·12 
14. Uttar Pradesh 1 2,647 ·26 956 ·18 764·81 1,720·99 926·29 34·99 

TOTAL(10-14) . • 7,681·09 2,853 ·82 2,236·86 5,090 ·68 2,590·41 33·72 

D-SPECIAL CATEGORY 
15. Assam 0 1,131 ·36 480·81 216 o()7 696·88 434·48 38·40 

16. Himachal Pradesh . 148·42 102·01 40·13 142·14 6·28 4·23 

17. Jammu & Kashmir . 792·17 176 ·21 199·27 365·98 416 ·19 52·54 

18. Manipur 99·56 97·84 16 ·78 114·62 (-)15 o()6 (-)15·67 

19. Meghalaya 38 o()7 28·95 6 ·12 35·07 3·00 7·88 

20. Nagaland 50·27 65·65 6·65 72·30 (-)22·03 (-)43 ·82 

21. Sikkim . 21·48 6·28 2 ·12 8·40 13·08 61 ·82 

22. Tripura . 44·62 45 ·37 8·04 53 ·41 (-)8 ·79 (-)19 ·70 

TOTAL(1S-22) . 2,325 ·95 1,003 ·62 495·18 1,498 ·80 827 ·15 35·56 

ALL STATES 21,843 ·84 8,504·60 5.533·52 14,038 ·12 7,805 ·72 35·73 

Source : Reserve Bank of India-Bulletins, various issues. 
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ANNEXURE X.l9 

PROPORTION OF DfBT SERVICING TO AGGREGATE EXPENDITURE IN STATES DURING 1973-74, 1978-79 AND 

1983-84 
(Rs. Crores) 

Ye1r 1973-74 

Slale Aggregate Repayn1ent -:-- Repayment+ Col. 3 as Col. 4 as 
Expenditure interest Interest percentage of percentage of 

(Total) (To Centre) Col. 2 Col. 2 

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

1. Andhra l'radtsh 562·74 122·87 109·93 21 ·8 19 ·5 

~- A.'!.~am 215·19 66·50 62·70 30·9 29 ·I 
3. B1har 550·88 128·32 114 ·88 23·3 20·9 
4 G·-ja··· t 467·31 63 ·10 51 ·94 13 ·S 11 ·1 
5. Haf)'ana 231 ·73 35·29 31 ·57 15·2 13·6 
6. Himachal Pradesh 99·08 14·13 13·09 14·3 13 ·2 

·.'. Jaminu &. Kashmir 168·68 35·36 34·56 21 ·0 20·4 
8. karnamto.a 555 ·55 118 ·06 106 ·12 21 ·2 19 ·1 

~ .fl. .. crala . 335·95 68·06 60 ·13 20·3 17·9 

to. Madhya Pradesh 494·86 87·34 75 ·14 17·6 15·2 

11. Maharashtra 1,126·40 151 ·75 129 ·10 13 ·5 11 ·5 

~ .2. Manipur 32·67 4 ·19 4·08 12·8 12·5 

I"' Meghalaya 24·48 1 ·82 1 ·72 7. ·4 7·0 

1~. Nagaland 41 ·16 3·72 2·25 9·0 5·5 
J s. Orissa ;· 298 ·70 68·68 60·22 23·0 20·2 
16. Punjab 308·89 35·20 26·75 11 ·4 8·7 
17. Rajasthan 439 ·11 120·98 109·68 27·5 25·0 
18. Sikkim 
19. Tamil Nadu. 605·52 89·48 69·42 14 ·8 11 ·5 
20. Tripura 41 ·81 3·96 3·74 9·5 8·9 
21. Uttar Pradesh 1,037 ·96 159·66 137·93 15·4 13 ·3 
12. West Bengal . 588·89 140·79 129·72 23·9 22·0 

TOTAL • • 8,227 ·63 1,519 ·26 1,334 ·87 18·5 16·2 

Ye:>r 1978-79 

Stcte Aggregate Repayment :- Repayment -i· C0!.8rs C0l. 9 a' 
Expendil u ··e inlerest im.:rest pe ce age cf P~rc··n•age cf 

(T0tal) (T0 centre) Col. 7 Col 7 

(I) (7) (S) (9) (10) (I l) 

I. Andhra Pradesh 1,246 ·79 136·70 153 ·15 11 ·0 12 ·3 
2. Assam. 412·30 54·79 45·25 13·3 11 ·0 
3. Bihar - 929·27 140 ·14 116·55 15 ·I 12·5 
4. <.iujarat 900 ·58 106·96 75 ·09 II ·9 8·3 
5. Haryana 466·09 60·86 37·42 13 ·I 8·0 
6. Himachal Pradesh 187 ·48 18·35 14·25 9·8 7·6 
7. Jammu & Kashmir 376 ·19 76 ·18 62·66 20·3 19·3 
8. Karnataka 919·83 109 ·90 84·78 11 ·9 9·2 
9. Kerala . 626·72 76·73 54·66 12·2 8·7 

tO Madhya Pradesh 997·82 102 ·08 67·09 10·2 6·7 
Jl. Maharashtra 2,080 ·66 191 ·69 134 ·15 9·2 6·4 
12. Manipur 79·74 5·93 4·46 7·4 5·6 
13. Megha1aya 55 ·18 2 ·80 1 ·92 5 ·I 3·5 
Jd. Nagaland 96 ·10 4·92 3·22 5 ·I 3·4 
lj. Orissa . 577 ·32 78·97 56·52 13·7 9·8 
1£ Punjab 589·77 113 ·85 82·58 19 ·3 14·0 
17. Rajasthan 792 ·16 110 ·16 83·37 13·9 10 ·5 
18. Sikkim 30·37 0·47 0·44 I ·5 I ·4 
19. Tamil Nadu. 1,070 ·65 121 ·97 75·71 11 ·4 7 ·I 
20. Tripura 71·64 5·66 4·07 7·9 5·1 
21. Uttar Pradesh 1,922 ·24 242·04 180·55 12 ·6 9·4 
22. West Bengal . 1,260 ·85 192 ·73 159·26 15·3 12·6 

TOTAL 15,689 ·85 1,953 ·88 1,507·15 12·5 9·6 
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ANNEXURE X.19-Concld. 
Year 1983-84 

State Aggregate Repayment+ Repayment+ Col. 13 as Col. 14 as 
Expenditure Interest Interest percentage of percentage of 

Total) (to Centre) Col. 12 Col. 12 
(I) ( 12) ( I 3) (14) ( 15) ( '6) 

I. Andhra Pradesh 2,587 ·35 235·65 177 ·32 9 ·1 6·9 
2. Assam . 942 ·18 115 ·78 96·89 12 ·3 10·3 
3. Bihar 2,143 ·64 298 ·97 252·27 13 ·9 II ·8 
4. Gujarat 2,178·20 203·57 133·65 9·3 6 ·I 
5. Haryana 960·28 164·50 123 ·22 17 ·1 12·8 
6. Himachal Pradesh 384 ·78 24·69 14 ·71 6·4 3·8 
7. Jammu & Kashmir 619·93 100·39 89·31 16·2 14·4 
8. Karnataka 2,002 ·II 236 ·18 176 ·93 II ·8 8·8 
9. Kerala. 1,321 ·83 158 ·04 99·86 12·0 7·6 

10. Madhya Pradesh 2,323 ·92 190·31 120·85 8·2 5·2 
11. Maharashtra 4,243 ·97 369·73 271 ·96 8·7 6 ·4 
12. Manipur 158·23 7 ·76 7·03 4·9 4·4 
13. Meghalaya 139·05 6·50 4·24 4·7 3·0 
14. Nagaland 215·00 21 ·27 12 ·44 9·9 5 ·8 
15. Orissa . 996·85 170·06 115 ·69 17 ·1 11·6 
16. Punjab 1,434 ·26 335·53 212 ·34 23·4 19·0 
17. Rajasthan 1,585 ·07 230·03 163 ·96 14·5 10·3 
18. Sikkim 67·13 5 ·15 3·88 7·7 5·8 
19. Tamil Nadu . 2,512 ·10 277 ·34 189 ·13 10·8 7·3 
20. Tripura 187·53 13 ·36 II ·83 7 ·I 6·3 
21. Uttar Pradesh 4,116 ·12 570·58 464·99 13·9 II ·3 
22. West Bengal . 2,180 ·55 345·98 271 ·93 15·9 12·5 

TOTAL 33360.08 408137 3074.43 12.2 9.2 

Source : Reserve Bank of India-Bulletins, various issues. 
Note : Debt Servicing includes Repayment of Market Loans, Central Loans, Negotiated Loans, etc. plus interest thereon. 

ANNEXURE X.20 
STATEWISE PERCENTAGE OF DEBT-SERVICING TO STATE DOMESTIC PRODUCT 1973-74, 1978-79 AND 1983-84. 

(Rs. Crorcs) 

Year 1973-74 

State SOP at Repayment+ Repayment+ Col. 3 as Col. 4 as 
current Interest Interest percentage of percentage of 
prices (Centre only) (Total) Col. 2 Col. 2 

(1973-74) 

(I) (2) (3) (4) (5) (6) 

I. Andhra Pradesh 3,926 ·00 109·93 122·87 2·8 3 ·1 
2. Assam. 1,023·10 62·70 66·50 6 ·1 6·5 
3. Bihar 3,400·10 114 ·88 128·32 3·4 3·8 
4. Gujarat 3,169·10 51 ·94 63 ·10 I ·6 2·0 
5. Haryana 1,303 ·80 31 ·57 35·29 2·4 2·1 
6. Himachal Pradesh 341 ·60 13·09 14 ·13 3·8 4 ·1 
7. Jammu & Kashmir 352 ·00 34 ·56 35·56 9·8 10·8 
8. Karnataka 3,002 ·00 106 ·12 118 ·06 3·5 3·9 
9. Kerala . 1,823 ·00 60·13 68 ·06 3·3 3·7 

10. Madhya Pradesh 3,244 ·70 75 ·14 87·34 2·3 2·7 
II. Maharashtra 5,757 ·90 129·10 151 ·75 2·2 2·6 
12. Manipur 46·40 4·08 4 ·19 5·3 5·5 
13. Meghalaya N.A. I ·72 1 ·82 N.A. 
14. Nagaland N.A. 2·25 3·72 N.A. 
15. Orissa . 1,607 ·20 60·22 68·68 3·7 4·3 
16. Punjab 2,155·70 26·75 35 ·20 I ·2 I ·6 
17. Rajasthan 2,285 ·10 109·68 120·98 4·8 5·3 
18. Sikkim N.A. .. .. N.A. 
19. Tamil Nadu. 3,432 ·30 69·62 89·48 2·0 2·6 
20. Tripura ItO ·40 3·74 3·96 3·4 3·6 
21. Uttar Pradesh 6,220 ·00 137 ·93 159·66 2·2 2·6 
22. West Bengal . 4,366 ·30 129 ·72 140 ·79 3·0 3·2 

TOTAL 47,596.70* 1,334.87 1,519.26 2.8 3.2 
(1330.90)* 
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ANNEXURE X.21 

RELATIVE IMPORTANCE OF NET CAPITAL TRANSFERS TO STATES 

As percentage of 

\ Plan Periods Total transfers States total Union Oovt's Union Govt's 
to States (NET) capital Receipts Gross capital Gross budgetary 

(NET) Receipts Resources 

(I) (2) (3) (4) (5) 

FIRST PLAN (1951-56) • 53 ·9 64-1 39·0 IS ·0 
SECOND PLAN (1956-61) 43·0 65·8 23 ·0 11·7 
THIRD PLAN (1961-66) 45·0 69·3 30·5 12·4 
THREE ANNUAL PLANS (1966·69) 34·5 62·9 27·0 10·2 
FOURTH PLAN (1969-74) 24·2 52·0 30·9 8·2 
FIFTH PLAN (1974-78) 20·1 51·2 22·3 5·8 
TWO ANNUAL PLANS (1978-80) 27·2 66·2 31·7 9·6 
SIXTH PLAN (1980-85) 24·9 58·8 22·2 8·0 

TOTAL (1951-85) 26.5 59.2 24.9 8.4 

NOTE : Please see notes below ANNEXURE X.2 
SoURCE : Ministry of Finance-Indian Economic Statistics (Part II-Public Finance), various issues. 

ANNEXURE X.22 
PATTERN OF CAPITAL RECEIPTS OF THE STATES 

(Percentages) 

-·---- Fouctb Plan (1969-74) 

Loans from the Centre 
State . Internal Recovery Small Others Total 

Debt Plan Non- Ways& Total of Loans savings, 
Plan Means Provident 

Advance Funds, etc. 

1 2 3 4 5 6 7 8 9 10 

I. Andhra Pradesb 10·5 8 ·3 40·3 1-3 7J ·3• 6·7 2·2 9·3 100·0 

2. Assam 6·2 16 ·6 24·3 85·8° 2·0 2·3 3 ·7 100·0 

3. Bihar 7·5 14·0 8·8 2·5 65·1° 8·0 6·3 13 ·I 100·0 

4. Gujarat 16·8 12 ·3 12·6 50·3° 13·3 3·6 16·0 100·0 

5. Haryana . 11 ·5 9-() 16 ·8 57·0° 7·2 4·3 20·0 100 ·0 

6. Himachal Pradesh 3 ·5 58·9 29·8 88·7 2·4 8 ·I -2·7 100·0 

7. Jammu & Kashmir 0·6 7·2 10·8 92·6° 2·6 4·2 100·0 

8. Kama taka 8·7 9·8 1·6 3·2 59·4° 12 ·0 1·8 18 ·1 100·0 

9. Kerala . 8·9 28·3 37·8 1-1 67·2 7·8 7·6 8·5 100·0 

10. Madhya Pradesh 10·8 40·0 14·9 54·9 12·9 16·0 5·4 100·0 

II. Maharashtra 8·4 19·2 18·6 3 ·9 47·2° 7 ·I 5·6 31 •7 100·0 

12. Manipur • 7·9 19·6 14 ·9 89·4° 1·0 -3·2 4·9 100·0 

13. Meghalaya 14·3 20 ·I 65·0 85·1° 1·9 3·8 -5·1 100·0 

14. Nagaland 25 ·2 24·6 47·0 71 ·6 3·0 7 ·1 -6·9 100·0 

15. Orissa 10·7 29·5 27·3 69·2• 4·0 4·0 12 ·I 100·0 

16. Punjab 12·0 11 ·9 8·5 37 ·9° 6·7 7 ·1 36·3 100·0 

17. Rajasthan 7·2 14·2 52·7 80·6° 2 ·I 2·0 8 ·I 100·0 

18. Sikkim 
19. Tamil Nadu 15·2 16 ·4 19 ·1 52·6· 14 ·5 3·2 14·5 100·0 

20. Tripura 0·3 90·6 2 ·I 143·1· 7·0 9·0 -59·4 100 ·0 

21. Uttar Pradesh 7·9 26·3 24·0 50·3 6·5 3·6 31 ·8 100·0 

22. West Bengal 9·3 24·3 49·0 3·5 76·8 4 ·1 2·8 7·0 100·0 

TOTAL ( \LL STATES) ~.4 19 .o 26.1 1.2 62.7° 7.3 44 16.1 100.0 
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(ANNEXURE X.22-Contd.) 

Fifth Plan (1974-78) 

Loans from the Centre 

State Internal Plan Non- Ways& Total Recovery Small Others Total 

Debt Plan Means of Loans Savings. 
Advance Provident 

Funds, etc. 

2 3 4 5 6 7 8 9 10 

I. Andhra Pradesh 18·3 42·5 14·4 56·9 10·7 3·4 10·7 100 ·0 

2. Assam 14·7 59·7 16 ·6 76·3 5 ·I 4·3 -0·5 100 ·0 

3. Bihar 9·6 33·5 26 ·I 15 ·7 75·3 II ·8 3·8 -0·5 100 ·0 

4. Gujarat 14·0 26·4 14·0 5·9 46·3 15·2 7·9 16·6 100 ·0 

5. Haryana 16·4 38·6 9·2 I ·8 49·6 7·9 9·5 16·6 100·0 

6. Himachal Pradesh 17 ·7 29·3 28 ·I 57·4 8·5 22 2 -5·8 100 ·0 

7. J<~mmu & Kashmir 2·5 61 ·6 11 . 7 86·2* 2·5 4·5 4·3 100 ·0 

8. Karnataka 19 ·3 33·6 II ·9 0·9 46-4 12·6 4·7 17 ·0 100·0 

. 9. Kerala II ·9 37 ·I 10·5 4·6 52·2 12 ·0 16 ·3 7·6 100·0 

10. Madhya Pradesh 9·6 34·9 12·5 47 ·4 17·5 17·7 7·8 100·0 

11. Maharashtra 10·7 18 ·5 12 ·I 2·3 32·9 19 8 7·6 29·0 100 ·0 

12. Manipur . 30·7 35·8 0·8 71 ·3· 4·6 4·4 -11·0 100·0 

13. Meghalaya 49·0 28·6 11 ·4 40·0 5·4 20·3 -14·7 100 ·0 

14. Nagaland 43·7 22·5 I ·8 32·6 56 ·9 8·4 13 ·0 -22·0 100 ·0 

15. Orissa 17·7 41 ·I 12·9 54·0 II ·8 9·6 6·9 100·0 
16. Punjab 26·2 23·3 4·1 20·5 47·9 8·7 5·2 12·0 100 ·0 
17. Rajasthan 21 ·I 37·5 12·2 18·8 51 ·5 18·6 5·9 2·9 100 ·0 
18. Sikkim 30·3 624·2 624·2 103·0 66·7 -924·2 -100·0 
19. Tamil Nadu 15·9 32·6 11 . 3 43 ·9 20·7 3·6 15 ·9 100 ·0 
20. Tripura 43 ·0 17·7 5·3 23·0 15·2 21 ·2 -2·4 100 ·0 
21. Uttar Pradesh 12·0 34·7 15 ·I 4 ·7 54·5 6·8 4·5 22·2 100 ·0 
22. West Bengal 9·8 22·7 32 ·I 6·4 61·2 7·0 3·9 18 ·I 100·0 

TOTAL (ALL STATES) 14.1 32.9 15.1 4.4 52.8 12.4 6.6 14.1 100.0 

APnual Placs (1978-80) 
Lons fr0m the Ce11trc 

Sr·:e 1:1 tc -nal Pian No:~- W.ys & To'al R..:covcrv Snail O•bv·~ To1aJ 
Debt Plan Mca:-:·s of Loa!1S Savings. 

Adva:K•. Pr{•viC:cn 1 

Funds, c1c. 

2 3 4 5 6 7 8 9 10 

I. Andhra Pradesh 10·9 58·5 10·8 0 ·1 69·4 6·9 4·2 8·6 100 ·0 
2. Assam 6·5 33·6 6·5 76·8* 3·5 2·0 II ·2 100·0 
3. Bihar 6·2 50 ·I 31 ·0 81 ·I 4·4 6·8 I ·5 100 ·0 
4. Gujar:H 10·5 22·5 18·2 I ·8 42·5 II ·8 6·0 29·2 100 ·0 
5. Haryana 15·0 32·5 14·0 4·2 50 ·7 5·8 14 ·I 14·4 100 ·0 
6. Himachal Pradesh 10 ·I 31 ·0 23 ·3 54·3 5·4 21 ·3 8 ·9 100 ·0 
7. Jammu & Kashmir 2·1 28 ·2 15·6 88·3* I ·5 5·6 2·5 100·0 
8. Karnataka 9·9 36·8 10 ·3 7·3 54-4 10·1 6·2 19·4 100 ·0 
9. Kerala 14·1 47·8 II ·4 59·2 6·5 22·6 -2-4 100 ·0 

10. Madhya Pradesh 6·0 41 ·7 23·6 65·3 9·3 16·4 3·0 100 ·0 
II. Maharashtra 6·0 24·6 19·3 2·8 46·7 II ·2 8·5 27·6 100·0 
12. Manirur 16·0 27 ·I 38·5 65·6 2·0 2·9 13 ·5 100 ·0 
13. Mcghalaya 20·2 31 ·5 II ·3 42·8 II ·0 4·0 22·0 100 ·0 
14. Nogaland 18 ·4 29·6 20·9 II ·6 62·1 3 ·I 24·2 -7·8 100 ·0 
15. Orissa 10·7 57 ·0 13 ·4 70·4 7·4 8·3 3·2 100·0 
16. Punjab 15·2 22·3 36·3 9 ·5 68 ·I 8·8 4·5 3·4 100·0 
17. Rajasthan 10·8 -15·0 61.5 15·0 61 ·5 8·9 5 ·9 12·9 100 ·0 
18. Sikkim 19·9 140·5 140 ·5 10 ·3 10·6 -81·3 100 ·0 
19. Tamil Nadu ( 12 ·I) 38·0 13 ·I 5·3 56·4 27·5 0 ·3 3·7 100·0 
20. Tripura (39 ·2) 14 ·8 16 ·5 31 ·3 11 ·7 15 ·0 2·8 100 ·0 
21. Uttar Pradesh 6·0 35 ·4 25 ·0 60·4 2·8 3 ·3 27·5 100 ·0 
22. \\'est Jkngal 5·3 28·5 36·0 13 ·3 77·8 5 ·7 3 ·0 8·2 100·0 

TOTAL (ALL STATES) (8. 5) (33.4) (23.5) (3 .7) (62.6) (8 .I) (6.5) (14.3) (100 0) 
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ANNEXURE X. 22-Conc/d. 

Sixth Plan (1980.85) 

Loans from the Centre 

State Internal Plan Non- Ways& Total Rocovery Small Others Tow I 
Debt Plan Means of Loans Savings, 

Advance Provident 
Funds, etc. 

2 3 4 5 6 7 8 9 10 

I. Andhra Pradesh 19 ·3 39·7 14·8 54·5 6·5 5 ·2 14·5 100·0 
2. Assam 6·3 64 ·I 10·9 87·3· 3•9 2·8 (-) 0·3 100·0 
3. Bihar 6·9 31·4 23·9 1·9 57·2 2·0 12·3 21 ·6 100·0 
4. Gujarat 8·4 21·3 24·8 4·7 50·8 10•0 5·3 25·5 100·0 
5. Haryana 13·6 23 ·7 21·0 11·6 56·3 10·5 13·4 6·2 100·0 
6. Himachal Pradesh 10 ·I 28·1 29·7 57 ·8 5 ·3 25 ·1 I ·I 100 o() 

7. Jammu & Kashmir 13·5 47·3 24·2 71 ·5 1·2 8•9 4.9 100·0 
8. Kamataka 11·0 21 ·6 16 ·3 10·3 48·2 12 ·5 6·8 21 ·5 100·0 
9. Kerala 16·5 31·2 12·0 11-1 54·3 6·1 20·0 3 ·1 100·0 

10. Madhya Pradesh 8·4 35 ·7 14·3 1·4 51·4 9 ·I 19·4 II ·7 100 o() 

11. Maharashtra 7·4 32·3 21·5 2·4 56·2 7·4 5·2 23·8 100·0 
12. Manipur. 22·8 10·5 67·0* 2·3 6·5 1·4 100·0 
13. Meghalaya 34·7 34·9 22·4 0·4 51·1 12·3 1·1 (-)12·4 100·0 
14. Nagai and 32·6 35·2 9·5 10·8 55·5 4·6 22·5 (-)IS ·2 100·0 
15. Orissa 17·9 41·4 12·4 .. 53·8 9·1 11·6 7·6 100 o() 

16. Punjab 15 ·0 7·6 22·1 11·5 63 ·4* 8·4 6·1 7 •I 100·0 
17. Rlijasthan 15·4 30·8 19·8 7·2 57·8 7·8 11·9 7 ·I 100·0 
18. Sikkim 16·3 33·5 .. .. 97·8• 5·9 10·6 (-)30•6 100·0 
19. Tamil Nadu 9·6 21·7 11·9 2·5 36·1 26·2 3·2 24·9 100·0 
20. Tripura 32·5 24·6 12·0 36·6 5·3 13·5 12·1 100·0 
21. Uttar Pradesh 15 '3 30·6 18 ·3 2·6 51·5 6•3 7 •S 19·4 100·0 

22. West Bengal 9·8 20·0 38·0 12 ·I 70·1 14-4 3 •8 1·9 100·0 

TOTAL (ALL STATES) 11·8 29·5 19·8 4·5 55·8• 9·2 8·3 14·9 100·0 

*Breakup of loans under Plan and Non-Plan categories is not available. Therefore, in such cases and for aU States' total, the per-
centages under column of Plan, Non-Plan and Ways and Means Advances do not add up to those under total loans from the Centre. 

Source : Rese,.e Bank of india-Bulletins, various issues. 

45-325/87 



3:14 

ANNEXURE X.23 

STATEWISE Ot;TSTANDING LOANS FROM THE CENTRE AND DEBT RELIEF AS PER 6TH, 7TH AND 8TH FINANCE 
COMMISSIONS' RECOMMENDATIONS 

(Rs. Crores) 

Central Loan Outstanding as on 31st March Debt Servicing Relief Provided by 
Sl. States 
No. 1974 1979 1984 Sixth Finance Seventh Finance Eighth Finance 

Commission Commission Commission 
1974-79 1979-84 1984-89 

2 3 4 5 6 7 8 

I. Andhra Pradesh 692 1,051 1,860 191 136 205 
2. Assam 392 597 1,306 163 112 205 
3. Bihar 721 1,187 2,612 133 183 331 
4. Gujarat 349 521 1,419 36 lOS 18 
5. Haryana • 234 304 635 33 38 32 
6. Himachal Pradesh 140 ISO 215 35 30 16 
7. Jammu & Kashmir 330 612 913 134 134 213 
8. Karnataka 452 677 1,077 127 39 48 
9. Kerala 366 535 859 110 115 54 

I 0. Mahdya Pradesh 417 712 1,643 87 147 144 
II. Maharashtra 687 978 2,545 67 161 28 
12. Manipur • 44 57 124 15 12 II 
13. Meghalaya 19 24 45 7 6 6 
14. Nagaland 25 41 52 6 19 8 
15. Orissa 515 706 1,215 157 96 196 
16. Punjab 242 380 

.. 
682 15 61 . 39 

17. Rajasthan 762 967 1,803 258 138 239 
18. Sikkim • 6 16 I 3 
19. Tamil Nadu 426 754 1,399 87 50 28 
20. Tripura . 38 40 69 IS 10 2 
21. Uttar Pradesh 916 1,824 3,532 151 368 338 
22. West Bengal • 811 1,342 3,038 143 192 121 

TOTAL 8,578 13,465. 27,059 1,970 1,156 2,185• 
(23%) (16 ·0%) (8 ·4%) 

Sources : For 1894-Repon of the Eighth FifUIIIce Commission, p, 265, p, 268. 
For 1979-Repon of the -----Finance Commission, 1978, p. 263, p. 116. 

For 1974- (i) ~inistry of Finance, Deptt. of Economic Affairs, Budget Division, Finance Commission Cell 'Canso/ida· 
lwn of Loans and Debt· Relief to Stat<s', 

(ii) Report of the Finance Ccmmission, 1973, P.95. 
• Excluding relief of Rs. 117 ·08 crorcs in the repayment on Small Saving Loans in 1984-85. 
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ANNEXURE X.24 

PERCENTAGE OF DEBT-RELIEF PROVIDED BY THE SIXTH, SEVENTH AND THE EIGHTH FINANCE COMMISSIONS 
TO THE OUTSTANDING CENTRAL LOANS IMMEDIATELY PRIOR TO THE RESPECTIVE PERIOD OF THE COMMISSIONS 

AND TO THE ASSESSED NON-PLAN CAPITAL GAP 

Debt-relief as percent of outstanding Central loans Debt-relief as percent of assessed non·plan capital 
gap during the period covered by the Commission 

STATE 
6th F.C. 7th F.C. 8th F.C. 6th F.C. 7th F.C. 8th F.C. 

I 2 3 4 5 6 7 

Andhra Pradesh 27·6 I2·9 ll·O 85 ·I 50·0 53·2 
Assam . 41 ·6 18·8 15·7 93·0 74·4 75·0 
Bihar . 18 ·4 15·4 12 ·7 89·5 56·0 75·0 
Gujarat 10 ·3 20·7 I •3 161 •I 76 ·I 21 ·8 
Haryana 14 ·I 12·5 5·0 61 ·3 43·5 33·9 
Himachal Pradesh 25·0 20·0 7·4 87-1 85·5 85·0 
Jammu & Kashmir 40·6 22·0 23·3 94·2 73·8 85•0 
Karoataka 28·1 5·8 4·4 96·2 27-1 27.3 
Kerala . 30 ·I 21 ·5 6·3 87·6 73·2 49·9 
Madhya Pradesh 20·9 20·6 8·8 ll6 ·7 60·0 48·8 
Maharashtra . 9·8 16 ·5 H 146 ·I 98·7 33·8 
Manipur 34 ·I 21-1 8·9. 98·0 81 ·5 85·1 
Meghalaya 36·8 25 ·0 13·3 90·8 85·6 84·8 
Nagaland 24·0 46·3 15-4 104·5 liB ·8 84·8 
Orissa . 30·5 13 ·6 16 ·I 9\ ·3 54·7 75·0 
Punjab . 6·2 16 ·I 5·1 81·0 44·1 32·6 
Rajasthan 33·9 14·3 13 ·3 89·0 49·3 75·0 
Sikkim. 16 ·7 18 ·8 128·2 84·6 
Tamil Nadu 20·4 0·7 2·0 95·7 34·2 29·5 
Tripura 39•5 25·0 2·9' 105·3 122 ·I 84·3 
Uttar Pradesh 16 ·5 20·2 9·6 87·6 62·0 51·7 
West Bengal . 17·6 14·3 4·0 93·3 84·5 75 ·0 

ALL STATES 23·0 16·0 8·4 98·8 61 ·4 59·3 

Sour~ : Reports of the Sixth (1973}, Seventlr (1978) and Eiglrth Finance Commission (1984). 
Note: F.C.=Finance Commission. 

YEAR 

I 

1961-62 
1966--67 
1969-70 
1974-75 
1968-79 
1979-80 
1980-81 
1981-82 I l 
1982-83 '.' ' . 
1983-84 ~ . ' 
1984-85 

ANNEXURE X.25 

NET MARKET BORROWINGS OF UNION AND STATE GOVERNMENTs 

Union Government State Governments 

2 3 

62·63 74·17 
79·89 96·77 

139 ·31 81 ·28 
494·06 211 ·51 

1,653 ·63 185·95 
1,951·24 . 187 ·14 
2,603·43 201·07 
2,903 ·91 333·90 
3,800 ·13 398·26 

. 4,001·26 I 587 •54 ' 
-4,100 'Of- ·:112 ·45 

Total (2+3) 

4 

136 ·80 
176 ·66 
220·59 
705 ·57 

1,839 ·58 
2,148 ·38 
2,804·50 
3,237 ·81 
4,198 ·39 
4,588 ·80 
4,872·46 

(Rs. Crores) 

Percentage share of 
States in Total 

5 

54·2 
54·8 
36·8 
30·0 
10·1 
8·7 
7·2 

10·3 
9·5 

12·8 
15·9 

Sour~ : Ministry of Finance-Indian Economic Statistics (Part II PubliC Flnmrce), De<:ember, 1985.· 
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ANNEXURE X. 26 

AGGREGATE OF STATE GOVERNMENT'S MINIMUM BALANCES AND LIMITS 
THE RESERVE BANK OF INDIA. 

FOR ADVANCE FROM 

Effective from 

I 

1.4.1938 

1.4.1953 

1.3.1967 

1.5.1972 

1.5.1976 

1.10.1978 

1.7.1982 

Smuce : Reserve Bank of India. 

Minimum balance 

2 

).85 

3.94 

6.25 

6.50 

13.00 

13.00 

13.00 

Limits for normal or 
"' 'clean' ways and me

ans advance 

3 

).85 

7.88 
(Twice the minimum 

balance) 

18.75 
(3 times) 

78.00 
(12 times) 

130.00 
(10 times) 

260.00 
( 20 times) 

520.00 
( 40times) 

ANNEXURE X. 27 

Limits for special or 
secured ways and 
means advance 

4 

ad-hoc 

2 corores for each 
state 

37.50 
(6 times) 

39.00 
( 6times) 

130.00 
(10 times) 

130.00 
( 10 times) 

260.00 

(Rs. Crores) 

Additional special 
ways and meang 
advance 

5 

On merits 

Ad-/zoe 

On exceptional 
occasions 

STATES' OUTSTANDING OVERDRAFTS WITH RESERVE BANK OF INDIA, 1975 TO 1984 

(Rs. Crores) 

March -end 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

MqjorS/alu 
Andhra Pradesh 

13.00 Assam 33.05 115.43 9.83 60.48 Bihar 96.49 86.53 79.46 69.01 180.14 204.14 I 12.40 Gujarat 2.81 14.88 17.59 53.60 
Haryana IQ.09 .. . 11.27 12.49 1.95 36.01 66.79 48.87 12.63 Kama taka 

14.37 4.84 37.26 Kerala 5.26 19.66 31.21 4.62 
75.93 45.05 Madhya Pradesh 8.47 49.60 1.27 97.93 130.88 20.27 35.43 Mahar;> shtra 
36.40 

Orissa 5.83 8.36 14.36 0.98 
6.43 20.98 

Punjab 22.93 29.87 38.11 56.36 9.53 64.01 79.35 47.34 RaJasthan 11.54 4.13 1.48 8.89 22.10 143.27 271.46 2.07 TamiiNadu 
Uttar Pradesh 99.55 135.13 86.21 145.68 

2.00 36.61 West Bengal 8.07 46.58 91.40 41.16 97.08 316.96 38.69 62.90 Other Stales 
Himachal Pradesh 7.39 5.87 4.14 

32.85 3.30 14.70 Manipur 0.91 3.83 7.86 3.45 6.59 11.06 22.49 64.29 13.58. 12.71 Megbalaya 0.77 - 14.11 0.18 2.59 Nagaland 7.69 11.07 7.80 1.94 6.81 0.64 19.96 14.94 33.59 Tripura, 5.66 4.03 0.38 2.66 9.46 28.72 lol3 4.57 
Total 271.!27 326.84 351.88 438.17 8.53 96.54 535.00 1493.00 304.92 :m.u 
Scource: Ccn~ for MQ!Iitoringlndian E~nomy, Basil: Statistics (1984). 



347 

ANNEXURE X. 28 

LOANS GIVEN TO STATES FOR CLEARANCE OF THEIR DEFICITS 1 OVERDRAFTS 
(Rs. Crores) 

DURING 

STATES 1972-73 1978-79 198(}.81 1982-83 1983-84 1984·85 

2 3 4 5 6 7 

l.Andhra Pradesh 60.23 18.85 
2. Assam 22.45 127.43 
3. Bihar 18.75 79.26 197.39 169.29 
4. Gujarat 4.17° 0 74.60 
5. Haryana 22.73 75.79 19.93 
6. Madhya Pradesh 36.91 
1. Jammu & Kashmir 8.15 10.00 
8. Kamataka 53.17 4.84 
9. Kerala 42.47 12.20 93.93 42.26 

10. Madhya Pradesh 65.60 154.88 :o.21 
II Mabarashtra 81.40 
12. Manipur 4.45 13.06 66.29 
13. Megba1ay a 16.41 
14. Nagaland 8.80 8.81 21.96 
15. Orissa 4.92 12.98 24.43 41.00 
16. Punjab 68.36 97.35 21.32 290.25 
17. Rajastaban 78.89 14.89 283.46 48.71 52.18 
18. Tamil Nadu 54.69 55.78 

19. Tripura 1.38 30.72 
20. Uttar Pradesh 17.81 175.18 0.85 2.00 

21. West Bengal 35.99 105.10 340.71 73.72 

Total 420.55 255.37 2t.87° 1743-46 499.12 351.43 

• Converted later Into long term loans. 
•• Release!l dirring 1979-80. 

Source : Ministry of Finance a Department of ExpenditW'e, Plan Finance Division . . 
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A:-::-<EXURE X. ~9 

STATE WISE ~IEDIUM TERM AND LONG TERM CREDIT LIMITS AND UTILISATION IN 198~-83 TO 
1984-85- NABARD TO STATE CO-OPERATIVE BANKS AND FOR SHARE CAPITAL OF CO-OPERATIVE CREDIT 

Sl. State 
No. 

2 

I. Andhra Pradesh 
2. Assam. 
3. Bihar 
4. Gujarat 
5. Haryana 
6. Himachal Pradesh 
1. Jammu & Kashmir 
8. Karnataka 
9. Kerala. 

10. Madhya Pradesh 
II. Maharashtra 
12. Manipur 
13. Meghalaya 
14. Nagaland 
15. Orissa . 
16. Punjab 
17. Rajasthan 
18. Tamil Nadu . 
19. Tripura< 
20. Uttar Pradesh 
21. West Bengal . • 

Total 

INSTITUTIONS 

Medium term credit for "approved" Agricultural 
Purposes by RBI/NABARD to State Co-operative Banks 
out of National Rural Credit (Long term operations) Fund 

1982 1983 

Limits Outstanding Limits Outstanding Limits 
Sanctioned at the end of Sanctioned at the end of Sanctioned 

December December 

3 4 5 6 7 

3.76 2.64 3.88 3.49 3.27 

0.05 Neg. 0.05 Neg. 
1.50 1.00 I. 80 1.42 0.88 
I. 58 I. 99 2.04 2.14 1.49 

0.10 0.10 0.06 
0.29 0.35 0.20 0.52 
1.44 2.15 I. 89 2.65 2.00 
1.19 2.80 0.96 2.03 1.02 
2.5 3.52 2.36 4.01 I. 95 

0.99 1.49 2.46 2.31 2.28 

1.06 2.83 1.21 I. 76 
0.13 
5.74 9.69 6.07 10.07 4.33 
1.40 I. 75 1.21 1.69 I. 77 
0.10 0.12 0.10 0.11 
7.04 6.00 7.03 5.10 5,86 . . .. 0.06 

28.32 36.33 31.36 37.40 24.97 

1984 

Outstanding 
at the end 

of December 

8 

3. 7 

I. I 3 
2.30 
0.16 
0.35 
3.00 
1 .. 59 
3.86 
3. 16 

0.79 

9.38 
2.54 
0.08 

. 6.04 

38.08 
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ANNEXURE X.29 (Condd) 

(Rs. Cro res) 

Long term credit to State Go,·ernmenis out of NAC/NRC Fund for contribution to the 
share capital of Co-operation Credit lnstitutions 

1982-83 1983-84 1984-~5 
Sl. State 
No. Limits Outstanding Limits Outstanding limits Outstanding 

Sanctioned at the end of Sanctioned at the end of Sanctioned at the end of 
March March March 

2 9 10 II 12 13 14 

1. Andhra Pradesh 0.49 II. 72 0.40 8. 74 0.40 7.97 
2. Assam. 0.21 0.15 0. 13 
3. Bihar 0.91 3. 91 0.80 3.90 3.08 
4. Gujarat - 0.35 4.62 0.31 3.81 0.21 .1. 29 
5. Haryana' 1.46 9. 16 1.25 8.46 0.92 8.34 
6. Himachal Pradesh 0.01 0.24 0.02 0.26 0.23 
7. Jammu & Kashmir 0.12 0.34 0.45 0. 75 0.02 0.75 
8. Karnataka 0.76 7.36 0.24 6.49 0.27 6. 75 
9. Kerala. 0.88 6.68 0.56 6.42 0.10 5.86 

10. Madhya Pradesh 10.18 1.02 7.55 0.67 6.95 
II. Maharashtra 0.21 I. 94 0.82 I. 51 2.27 
12. Manipur 0.02 0.08 0.06 0.07 0.07 
13. Meghalaya 0.13 0.31 0.26 0.26 
14. Nagaland 0.01 0.01 

IS. Orissa 1.44 II. 25 0.72 10.36 0.68 9.83 
16. Punjab 0.73 7.31 1.30 7.17 1.00 7.40 
17. Rajasthan 2.27 14.29 1.16 13.83 1.10 13.20 

18. Tamil Nadu . 0.32 10.39 0.28 9.06 0.34 6.49 

19. Tripura 0.10 0. 70 0.10 0.72 0.15 0. 76 

20. Uttar Pradesh 2.09 15.91 1.48 15.40 1.47 16.15 
21. West Bengal . 0.41 11.48 0.21 10.36 0.16 9.13 

Total 12.70 128.08 II. 18 115.28 7.49 109.51 

Source : NABARD -Bulletin on Operations on Short, Medium Term Credit Limit Sanctioned by NABARD to State Co-operative 
Banks -1982-83 to 1984-85. 
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ANNEXURE X.30 

CREDIT LIMITS SANCTIONED, MAXIMUM AMOUNT OUTSTANDING AND PERCENTAGE UTILISATIONS IN 
1982-83, 1983-84 AND 1984-85 - NABARD 

FOR SEASONAL AGRICULTURAL OPERATIONS 

(Rs. Crores) 

1982-83 1983-84 1984-85 
States 

Limits Max. out- Percen- Limits Max. out Percen .. Limits Max. out- Percen-
sanction .. standing tage of sanctioned standing tage of sanctioned standing tage of 

ed utilisation utilisation utilisation 

I 2 3 4 5 6 7 8 9 10 

I. Andhra Pradesh 122.95 104.49 85.0 137.80 105.54 76.6 149.20 124.51 83.5 
2. Assam 
3. Bihar. 18.65 13.34 72.0 16.05 15.09 94.0 29.58 24.30 82. I 
4. Gujarat 87.80 80.04 91.2 95.85 79.86 83.3 98.70 88.50 89.7 
5. Haryana 93.00 91.20 98.1 112.18 96.66 86.2 102.80 87.18 84.8 
6. Himachal Pradesh 0.57 0.57 100.00 0.16 0.16@ 100.00 
7. Jammu & Kashmir 3.15 3.01 95.4 4.05 3.85 95.1 3.90 3.73 95.7 
8. Karnataka . 51.75 47.38 91.6 67.20 51.52 76.7 67.20 43.44 64.6 
9. Kerala 39.75 38.05 95.7 41.20 35.20 85.4 42. 70 38.25. 89.6 

10. Madhya Pradesh . 112.40 87.59 77.9 123.02 95.12 77.3 124.60 105.83 84.9 
11. Maharashtra 98.20 68.13 69.4 126.45 60.77 48.1 75.50 
12. Manipur 0.80 0.67 82.5 0.80 0.66 82.9 0.66 
)3. Meghalaya . 0.50 0.50 
14. Nagaland 0.40 0.28 70.0 0.40 0.40 100.00 0.40 0.40 100.00 
15. Orissa. 58.10 54.30 93.5 6!.55 50.28 81.7 63.40 56.61 89.3 
16. Punjab 126.70 112.16 88.5 136.15 106.44 78.2 144.20 118.76 82.4 
17. Rajasthan 78.25 67.97 86.8 85.40 62.68 73.4 84.15 77.36 91.9 
18. Tamil Nadu 42.40 37.22 87.8 48.20 3~ 82.6 62.95 54.43 86.5 
19. Tripura 0.40 0.40 10.00 0.40 0.30 75.0 0.40 0.30 75.0 
20. Uttar Pradesh 146.81 117.58 80.1 166.08 126.03 75.9 ISO. 71 121.42 80.6 
21. West Bengal 38.30 14.56 38.0 20.50 11.37 55.5 30.65 3.63 11.8 
22. Union Territories 0.52 0.47 154.0 0.52 0.51 189.8 0.82 0.80 184.2 

All India IU0.33 857.84 76.6 1244.87 942.63£ 75.7 1232.52 950.27 77.1 
(802.63) (64. 5) (867. 71) (70.4) 

@ Rs. 0. 57- only to September 1984 outstanding on last year 

£ All India maximum outstanding. 

Source : As in Annexure X.29 
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ANNEXURE X.31 

STATiiWISE TERM CREDIT MOBILISED 

DURING 1980-85 (SIXTH FIVE YEAR PLAN) UNDER I. R. D. P. 

(Rs. Crores) 

Term Credit Mobilised in 1980-85 Per Capita 
State Term 

Total Percentage By Co-opera- Percentage By Comm- Percentage Credit 
to the total tive Banks to the Total: ercial Banks to the Total (In Rs.) 

1 2 3 4 5 6 7 8 

1. Andhra Pradesh 243.96 7.9 52.06 8.3 175.62 8.3 2,012 
2. Assam. 61.09 2.0 15.85 2.5 36.02 1.7 1,992 
3. Bihar . 300.12 9.8 26.81 4.3 250.67 11.9 1,561 
4. Gujarat 130.04 4.2 14.80 2.3 110. 83 5.2 1,731 
5. Haryana 48.30 1.6 5. 78 0.9 40.83 1.9 1,004 
6. Himachal Pradesh 28.62 0.9 0.39 0.1 28.21 1.3 1,330 
7. Jammu & Kashmir 23.24 0.7 3.06 0.5 13.10 0.6 1,437 
8. Karantaka . 149.36 4.8 22.53 3.6 126.83 6.0 2,088 
9. Kerala. 114.89 3.7 10.54 1.7 45.03 2.1 2,160 

10. Madhya Pradesh 335.79 11.0 52.35 8.3 214 20 10.1 32,55 
11. Maharashtra 225.39 7.3 48.85 7.8 128.60 6.1 2,342 
12. Manipur. 0.21 0.0 0.03 00 0.18 0.0 48 
13. Meghalaya 
14. Nagaland NA NA NA 

15. Orissa . 129.52 4.2 49.62 7.9 75.32 3.6 1,405 

16. Punjab 74.00 2.4 2.05 0.3 59.36 2.8 1,870 

17. Rajasthan 134.10 4.4 42.00 6.7 59.05 2.8 1,890 

18. Sikkim 1.11 0.0 0.06 0 0 1.05 0.0 1,115 

19. Tamil Nadu • 257.27 8.4 69 09 11.0 180.87 8.6 1,843 

20. Tripura 5.70 0.3 1.50 0.2 8.20 0.4 2,059 

21. Uttar Pradesh 730.50 23.8 206.13 32.8 500.61 23.8 2,128 

22. West Bengal. 68.25 2.2 4.91 0.7 48.17 2.3 1,172 

Total States 3065.46 99.6 628.41 99.9 2102.75 99.5 1,881 

23. Union Territories 12.88 0.4 0.59 0.1 10.27 0.5 1,014 

3078.34° 100.00 629.00 100.0 2113.02 100.0 1,875 

• Of tho total term credit, the bankwise classification of the term credit is available for Rs. 2742 croros as some of the Statos and 
Union Territories have not furnished the complete break-up. 

Sour .. : Miniotry of Aariculture & Rural Development -Sixth plan Review oflRDP by Department of Rural Development. 
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ANNEXURE X.32 

STATEWISE ASSISTANCE• SANCTIONED AND DISBURSED BY IDBI IN 1980-85 

(Rs. Crores) 

Sanctioned Disbursed Percentage 
Sl. State utilisation (Col.5 
No. Amount Percentage to Amount Percentage to as percentage 

Total Total of Col. 3) 

1 2 3 4 5 6 7 

1. Andhra Pradesh . 1028.9 9.5 655.2 8.4 63.7 
2. Assam 85.3 0.8 59. 7 0.8 70.0 
3. Bihar. 269.5 2.5 611.2 2.0 59.8 
4. Gujarat 1203.0 ll.l 877. 7 II. 3 73.0 
5. Haryana 347.5 3.2 265.3 3.4 76.3 
6. Himachal Pradesh 149.6 1.4 100.4 1.3 67.1 
7. Jammu & Kashmir 127.1 1. 2 83.7 1.2 65.9 
8. Karnataka . 753.6 7.0 652.4 8.4 86.6 
9. Kerala 294.4 2.7 251.9 3.2 85.6 

10. Madhya Pradesh. 519.0 4.8 363.6 4.6 70.1 
ll. Maharashtra 1444.5 13.4 1068.6 13.7 74.0 
12. Manipur 4.3 o.o 5.8 0.1 134.9 
13. Meghalaya . 12.4 0.1 ll. 8 0.2 95.2 
14. Nagaland 6.9 0.1 6.5 0.1 94.2 
15. Orissa. 530.3 4.9 355.8 4.5 67.1 
16. Punjab 353.6 3.3 263.3 3.3 74.5 
17. Rajasthan 496.1 4.6 398.9 5.1 80.4 
18. Sikkim 4.8 0.0 2.0 0.0 41.7 
19. Tamil Nadu 1074.7 9.9 9ll.1 11.7 84.8 
20. Tripura 6.4 0.1 7.1 0.1 118.9 
21. Uttar Pradesh 1239.7 11.5 637.4 8.2 51.4 
22. West Bengal 529.1 4.9 380.0 4.9 71.8 
23. Union Territories 325.2 3.0 273.0 3.5 83.3 

Total 10805.9 100.0 779:Z.4 100.0 72.1 

Sol/Tee : Industrial Development Bank of India-Operational Statistics o/1984--85 (pages 16 and 17) 
•Includes direct assistance (Project loans, underwriting gaurantees, soflloan, TDF loans equipment finance) refinance and bills 
r<>discounting assistance and excludes subscription to shares and bonds of financial institutions and Seed Capital Assistance. 



353 

ANNEXURE X.33 

STATBWISE ASSISTANCE 

SANCfiONED AND DISBURSED UNDER REFINANCE SCHEME TO SMALL SECTOR IN 1980-85 

(Rs. ~ Crores) 

Sl. State Sanctioned Percentage to Disbursed Peroentase to Percentage Utili-
No. Amount ~total <.Amount total sation (Col. S as 

percent of Col.3) 

1 2 3 4 s 6 7 

1. Andbra Pradesh . 276.4 9.62 213.4 9.03 77.21 
2. Assam 28.3 0.98 26.6 1.12 93.92 
3. Bihar. 126.8 4.41 66.5 2.81 52.52 
4. Gujarat 236.0 8.21 208.9 8.84 88.52 
5. Haryana 95.3 3.32 84.0 3.55 83.14 
6. Himachal Pradesh 48.8 1. 70 34.5 1.46 70.70 
7. Jammu & Kashmir 56 .1 1. 95 46.6 1.97 83.01 
8. Kamataka . 234.6 8.16 193.7 8.21 82.57 
9. Kerala 91.6 3.19 87.9 3,72 95.96 

10. Madhya Pradesh . 121.4 4.22 107.0 4,53 88.14 
ll. Maharashtra 357.6 12.44 273.1 11.57 76.37 
12. Manipur 1.8 0.06 3.8 0.16 211.11 
13. Meghalaya . 7.7 0.27 8.0 0.34 103.90 
14. Nagaland 4.2 0.15 5.1 0.22 121.42 
IS. Orissa. 141.7 4.93 84.4 3.57 59.56 
16. Punjab 104.9 3.65 75.6 3.20 72.07 
17. Rajasthan 144.6 5.03 145.6 6.16 100.69 

18. Sikkim 1.4 o.os 0.4 0.02 28.57 

19. Tamil Nadu 295.3 10.28 261.5 11.10 88.55 

20. Tripura 5.2 0.18 5.7 0.24 109.62 
21. Uttar Pradesh 263.9 9.19 226.5 9.56 85.83 
22. West Bengal 94.2 3.28 80.2 3.39 85.14 

23. Union Territories 135.9 4. 73 123.4 5.23 90.80 

Total 2873.7 100.00 2362.4 100.00 82.22 

Source : Industrial Dovelopment Bank of India·- Operational Statistics of 1984-85 (page 125) 

Note : 14 States have been classified as industrially backward. These are : Andhra Pradesh, Assam, Bihar, Himachal Pradesh, 
Jammu and Kashmir, Madhya Pradesh, Manipur, Meghalaya, Nagaland, Orissa, Rajasthan, Sikkim, Tripura and Uttar Pradesh. 
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ANNEXURE X.34 

STATEWISE TREND IN ASSISTANCE 

SANCTIONED AND DISBURSED BY THE END OF MARCH 1985 BY ALL FINANCIAL INSTITUTIONS• 

(Rs. Crores) 

Sl. Cumulative by the end of March 1985 Percentage 
No. State Utilisation 

Amount Percentage to Amount Percentage to (Col. 5 as per-
sanctioned Total disbursed Total cent of Col· 3) 

1 2 3 4 5 6 7 

1. Andhra Pradesh . 2135.04 8.3 1418.34 7.69 66.43 
2. Assam 230.69 '0,9 163.73 0.89 72.77 
3. Bihar. 808.99 3.2 525.10 2.85 64.90 
4. Gujarat 3155.76 12.3 2146.26 11.63 68.00 
S. Haryana 692.36 2.7 528.83 2. 87 76.38 
6. Himachal Pradesh 218.61 0.9 155.25 0.84 71.02 
7. Jammu & Kashmir 213.61 0.8 159.86 0.87 74.84 
8. Karnataka . 1906.73 7.5 1468.48 7.97 77.02 
9. Kerala 736.39 2.9 551.15 2.97 74.84 

10. Madhya Pradesh . 1060.62 4.2 711.12 3.85 66.55 
II. Maharashtra 4452.34 17.4 3410.70 18.48 76.60 
12. Manipur 3.54 Neg. 3.54 0.02 100.00 
13. Meghalaya . 22.86 0.1 21.93 0.12 95.93 
14. Nagaland 15.41 0.! 11.02 0.07 71.51 
IS. Orissa. 919.84 3.6 507.60 2. 75 55.18 
16. Puojab 789.88 3.1 636.90 3.43 80.62 
17. Rajasthan 1107.25 4.3 848.05 4.60 76.59 
18. Sikkim 9.07 Neg 4.07 0.02 44.97 
19. Tamil Nadu 2404.34 9.4 1867.81 10.12 77.68 
20. Tripura 12.13 Neg 10.56 o.os 87.06 
21. Uttar Pradesh 2289. 74 9.0 1245.11 7. 72 62.24 
22. West Bengal 1680.45 6.6 1894.39 6.96 76.44 
23. Union Territories 712.46 2.7 593.13 3.21 83.25 

a b 
Total 25586.48 100.00 18453.41 100.00 72.12 

Source 1 Industrial Development Bank of India- Operational Statisticso/1984-85 (pages 168 and 169) 
!Votes : States cllssifid as industrially lnckward 1re : A:1Jhra Pradesh, Assam, Bihar, Himachal Pradesh, Jammu& Kashmir 

Madhya Pradesh, Manipur, Megh1laya, N.1~aland, Orissa, Rajasthan, Sikkim, Tripura and Uttar Pradesh. ' 

• Includes 1Dili,1FCI,ICICI, LIC, UTI, GIC, !RBI, SFC, and SJDC. 

a Includes assistance of Rs. 37 lakhs sanctioned for Bhutan. 

b Includoo Rs. 29 lakhs disbursed to Bhutan. 
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ANNEXURE X.35 

STATE-WISE PROJECf FINANCE ASSISTANCE SANCfiONED TO SPECIFIED BACKWARD AREAS DURING JULY 
1970-JUNE 1985 

(Rs. Crores) 

Sl. Total Assistance Assistance to back- Percentage to Total Percentage of (4) to 
No. State ward areas (3) 

1 2 3 4 s 6 

1. Andhra Pradesh . 521.3 349.5 11.1 67.0 
2. Assam 54.3 54.3 1.7 100.0 
3. Bihar. 75.8 21.5 0.7 28.4 
4. Oujarat 713.7 533 ,3(201. 8) 16. 9(9. 6) 74.2 
5. Haryana 77.3 56. 7 1.8 73.4 
6. Himachal Pradesh 31.2 81.2 1.0 100.0 
7. Jammu & Kashmir 37.7 87.7 1.2 100.0 
8. Karnataka • 350.8 215. 7(134.1) 6. 8(8. 7) 61.5 
9. Kerala 156.5 71.2 2.3 45.5 

10. Madhya Pradesh . 165.0 153. 0(93.5) 4. 8(4.4) 92.7 
11. Mabarashtra 424.7 240,6(197. 5) 7. 6(9.4) 56.7 
12. Manipur . 0.5 0.5 Neg. 100.0 
13. Meghalaya • 3.0 3.0 0.1 100.0 
14. Nagaland o.s 0.5 Neg 100.0 

IS. Orissa. 266.9 92.3 2.9 34.6 

16 •. Pw\iab 163.1 94.5 3.0 51.9 
17. Rajasthan 209.6 159.0 5,0 15.9 
18. Sikkim 2.4 2.4 0.1 100.0 

19. Tamil Nadu 369.4 241.2(93,6) 7. 6(4.5) 63.3 

20. Tripura 1.9 1.9 0.1 100.0 

21. Uttar Pradeah 787.0 658. 5(219. 0) 20. 8(10. 3) 83.7 

22. West Bengal 203.9 100.3 3.2 48.1 

23. Union Territori01 79.9 40.7 1.3 30.9 

Total . 4708.1 3159.5(2108.6) 67.2 

Source : Industrial Development Bank of India-O~rational Statistics o/1984-85 

Note r Figures in brackets arc exclusive of projects sanctioned assistance of more than Ra. 30 crores each. 
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ANNEXURE X.36 

STATE-WISE ASSISTANCE• SANCilONED TO SPEOFIED BACKWARD AREAS DURING JULY 1970-JUNE 1985 

(Rs. Crores) 

Sl. Total assistance Percentage to total Assistance to back- Percentage to total 
No. State ward Areas 

1 2 3 4 s 

1. Andhra Pradesh . 1305.1 8.5 669.1 
2. Assam 133.4 0.9 106.8 
3. Bihar. 415.6 2.7 156.5 
4. G\liarat 1968.8 12.8 876.5(545. 0) 
5. Haryaoa 470.6 3.0 133.6 
6. Himachal Pradesh 176.1 1.1 153.6 
7. Jammu & Kashmir 167.1 1.1 166.4 
8. Karnataka • 1119.3 7.3 . 551.6(520.0) 
9. Kcrala 489.4 3.2 191.0 

10. Madhya Pradesh . 638.8 4.1 367. 9(308. 4) 
11. Maharashtra 2212.1 14.4 492. 0( 448. 9) 
12. Manipur . 6.1 Neg. 6.1 
13. Meghalaya • 18.2 0.1 15.6 
14. Nagaland 9.1 0.1 8.2 
15. Orissa. 634.6 4.1 185.9 
16. Punjab 488.3 3.2 181.2 
17. Rajasthan 670.8 4.4 381.3 
18. Sikkim 5.1 Neg. 5.1 
19. Tamil Nadu 1540.3 10.0 622. 5(176. 9) 
20. Tripura 9.5 0.1 9.5 
21. Uttar Pradesh 1604.1 10.4 912. 5(473. 0) 
22. West Bengal 819.1 5.3 282.5 
23. Union Territories 497.9 3.2 273.4 

Total . 15399.8•• 6748. 8(5697. 9) 

• Comprising direct finance, refinance and bills rediscounting assistance sanctioned during July 1964-June 1985. 

•• Including assistance of Rs. 0.4 crorc sanctioned to Bhutan:. 

6 

9.9 
1.6 
2.3 

13.0(9.6) 
2.0 
2.3 
2.5 
8. 2(9.1) 
2.8 
5.5(5.4) 
7. 3(7. 9) 
0.1 
0.2 
0.1 
2. 7 
2.7 
5.6 
0.1 
9.2(8.4) 
0.1 

1305.(8.3) 
4.2 
4.1 

Note : Figures in brackets arc exclusive of 8 projects sanctioned project finance assistance of more than Rs. 30 crores each. 

So•ru : lndu•trial Development Bmk of India-Operational Statistics o/1984-85, pp. 16 to 18. 
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CHAPTER XI 

ECONOMIC AND SOCIAL PLANNING 

1. INTRODUCTION 

11.1.01 Planning in our country has emerged as 
a comprehensive area of governmental functions. 
The Directive Principles of State Policy lay down that 
the State shall strive to promote the welfare of the 
people by securing and protecting, as efliectively as it 
may, a social order in which justice social. economic 
and political, shall inform all the institutions of 
national life. The achievement of these goals calls for 
planned development of the country based on a natio
nal consensus in the formulation of policies and 
shared action. Planning, by its very rationale and 
nature, postulates a cooperative and coordinated 
approach to development. In a large and diverse 
country like ours, with a dual polity and administra
tion, it involves a continuous and wide ranging inter
action between different constituents. 

I 1.1.02 The importance of planned development 
as a means of raising the standard of living was recog
nised as early as in 1938 when the National Planning 
Committee was constituted by the Indian National 
Congress but its work was interrupted by the Second 
World War. A separate department of Planning and 
Development was established in 1944 with a view to 
assisting post-War reconstruction. In 1946, the 
Interim Government of India appointed an Advisory 
Planning Board. The decade preceding the prepara
tion of the Constitution witnessed considerable public 
discussion and official deliberation on planning. These 
attempts clearly brought out the need for planning at 
the national level to evolve a coordmated approach 
to the whole problem of socio-economic development 
of the country. 

The Problems 

11.1.03 In the evidence before us, no one has ques
Lioned the need for national planning. An elaborate 
system of planning has been ?eveloped in the co_untry. 
Planning i.e. inter alia 1!- pohtical pro~ss. Invettably. 
certain problems in Uruon-.Sta~e r?latwns have been 
thrown up in regard to.the mstltutu;mal. arrangeme.nts 
and processes in plannmg. The maJor Issues whtch 
ar~ listed below, have been dealt with in detail in 
Sections 5 to 8 : 

(i) The States are not involved sufficiently in 
national planning. 

(ii) Planning Commission has functioned more 
as a limb of the Union Government in exer
cising sway over the State ~oven~menb, 
rather than as a truly federal mstltutlon re
stricting itself to advise on technical matters 
of planning, 

(iii) The role o~ th~ N~tional Dev~lopme.nt Cou~
cil, as an mstttutwn to provtde gmdance m 
national planning, has not been effective and 
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has been characterised by mere formal 
approval of the plans prepared by the Planning 
Commission. 

(iv) There are three important factors which ad
versely affect States' initiative in planning in 
their constitutionally defined spheres : 

(a) There is too detailed a scrutiny by the 
Planning Commission and other Central 
Organisations of States' Plan proposals. 

(b) The Centrally Sponsored Schemes have 
made deep in-roads into States' sphere 
of activity and have affected their initia
tive and priorities. 

(c) States' crucial dependence on Central 
assistance for the Plan and the mecha
nism of earmarking of outlays has restric
ted their manoeuvrability to allocate re
sources among the development heads. 

(v) Although a multi-level planning framework 
is desirable in our context, the State Planning 
Boards and sub-State level planning have not 
become effective so far. 

11.1.04 Before undertaking an examination of the 
above-mentioned issues, if would be desirable to 
review briefly the Constitutional provisions and the 
present institutional arrangements and processes of 
planning involving the Union and the State Govern
ments. These are discussed in the next two Sections 
of this Chapter. Section 4 deals with the dynamics 
of the economy having bearing on Union-State rela
tionship in the sphere of planning. Finally, the various 
issues and suggestions are considered in Sections 
6 to 8; 

2. CONSTITUTIONAL PROVISIONS 

11.2.01 Entry 20of List III relates to "Economic 
and social planning". Planning being a matter of 
common interest to the Union and the States, the 
Entry relating to it has been appropriately placed 
in the Concurrent List. However, the Constitution 
does not specify and mechanism like the Planning 
Commission for advising on planned development. 
This is in contrast to the provision for constitution 
of a Finance Commission i_n the Constit~tion it~elf 
to make recommendtions m regard to dtstnbutwn 
of financial resources. 

11.2.02 Although the Constitution does ~ot co~
tain explicit provision fo1 a. PlanD!n~ CommtSSIO~, Jt 
carries, nonetheless, ample JUSttficatt~>D for plannmg. 
The very Preamble of the Constttuho~ ~peeifi;.s the 
resolve, inter alia, to secure to a!l th~ ctttzens. Jl.!S
TICE social economic and pohttcal. The DirectiVe 
Princlples of' State Policy enunciated in Part IV of 



the Constitution further spell out directions and prin
ciples for the State to secure a social order for the 
promotion of weltare of the people. In particular, 
Articles 38 to 42, 43A, and 45 to 48A enumerate res
ponsibilities of the State for discharging which plan
ning constitutes a pre-requisite. These roles cannot be 
perform~d by the States or the Union government in 
isolation from each other. This is the rationale for 
placing 'Economic and social planning' in the Con
current List. 

11.2.03 There are a number of subjects in the three 
Lists which have relevance for planning (Annexure 
XI. I). Planning is a multi-faceted subject. It spans or 
touches upon the socio-economic aspects of several 
matters in the three Lists. Such matters in List I in
clude, among others, Union control-regulation and 
development of certain declared industries (Entry 
52); Regt1lation of mines and mineral Development 
(Entry 54); Reglllation and development of inter
State rivers and river-valleys (Entry 56); National 
Highways (Entry 23); Institutions for scientific 
and technical education, financed wholly or in part 
by the Government of India declared as of national 
importance (Entry 64); Union agencies and institu
tions for professional, vocational or technical trai
ning, special studies or research, etc. (Entry 65): 
and Coordination and determination of standards in 
institutions for higher education and scientific and 
technical institutions (Entry 66). These subjects in 
List I have an interface with several subjects included 
in List II or List III. The executive power of the Union 
with respect to such matters is coextensive with its 
legislative power. Under most of these Entries in 
List I, Parliament has enacted legislations which re
gulate the exerciseofthe executivepoweralso in regard 
to 1uch matters. 

11.2.04 Taking an overall view from the concep
tual, institutional and functional aspects, planning 
both at the formulation and execution stages has to 
be a co-operative process of shared action between 
the Union and the States. The Planning Commission 
is expected to prepare the blue-print in consultation 
with tbe States and in accordance with the broad gui
delines and policy indicated by the National Develop
ment Council (NDC) on which both the Union and 
the State Governments are represented. After the 
Draft Five Year Plan is approved by the NDC and 
finalised by the Union Government, it has to be im
plemented to a substantial extent through the State 
machinery. In the absence of any legislation pursuant 
to Entry 20 of the Concurrent List, the relationship 
between the two levels of government is to be under
stood in terms of their executive jurisdictions pres
cribed by or under the Constitution. Jt is made opera
tional through the budgets of the Union and the State 
Governments. Its implementation is largely the res
ponsibility of the States in regard to matters enume
rated in Lists II and III. With regard to matters falling 
exclusively within List I. planning may be carried into 
eXecution either wholly by the administrative agencies 
of the Union or through cooperative action of the ag
encies of the Union ~nd the States. However, even in 
regard to matters falling within the executive jurisdic
tion of the Union, the President may with the consent 
of the Government of a State, entrust, either condi
tionally or unconditionally, to that Government or 
its officers, executive functions falling within the 
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jurisdiction of the Union (Article 258(1). Similarly, the 
States may with t~e consent of the P.nion Govern
ment entrust condttionally or uncondtttonally, to that 
Government' or its officers, its executive functions for 
implementation of a plan in relation to a matter in 
List II or List III (Article 258A). 

I 1.2.05 Indeed, from a broad perspective, the ~a in 
problem is how to reconcile the need for centrahsed 
macro-level planning with the constitutional impera
tives of divided and concurrent powers, under the 
modern world conditions. In other words, how best 
the Union can pursue the national goals of socio-eco-•i 
nomic planning without excossive or n~. dless.inv.ol
vement in the areas dem2rcated by the Constttutton 
for the exclusive or concurrent jurisdiction of the 
States and without evoking an adversarial reaction. 
Jt is a multi-faceted problem. It has constitutional, 
fiscal, functional and political implications, which 
under-score the imperative ntcesssity of acting in 
consultation with the States at all crucial stages of the 
planning process. 

3. ARRANGEMENTS AND MECHANISMS FOR 
PLANNING 

11.3.01 The arrangements and mechanisms of 
planning may be, for the sake of convenience, discus
sed in terms of-

(a) institutions and planning machinery, and 

(b) process of planning. 

Planning Commission 

11.3.02 The constitution of the Planning Com
mission in March, 1950, with the Prime Minister as 
its Chairman, was a major event that ushered in sys
tematic planning in our country. It was set up by an 
executive order of the Government of India as an 
advisory body to make recommendations to the Union 
Cabinet. The relevant Government Resolution, which 
sets out the objectives, functions and role of Planning 
Commisson is reproduced in Annexure XI. 2. The 
responsibility for taking decisions and implementing 
the same rests with the Union and the State govern
ments. The Resolution, after tracing the important 
links of the planning syst~m in evolution, emphasised 
the need felt for 'adequate coordination' between the 
development schemes initiated by the Union and the 
States and for comprehensive planning based on a care
ful appraisal of resources and essential conditions of 
progress. Para 6 of the Resolution further stated that 
in framing its recommendations, the Planning Com
mission will act in close understanding and consul
tation with the Ministries of the Central Government 
and the Governments of the States. It has also refer
red to the Fundamental Rights and Diective Princi
P~es ~ f State Po !icy as providing the rationale and 
~trectton f?r .the tasks to be organiZed by the Plann
mg CommissiOn. 

.I I :3.03 The broad functions of the Planning Com
mt~Sto';l, as enumerated in paragraph 4 of the Reso
lutiOn tnclude ; assessm~nt of material, capital and 
huma.n resources; formulation of a plan for their most 
e~ect.t~e and balan~d utilisation; determination of 
Prtonttes and allocatton of resources for completing 



each stage of the Plan; determination of machinery 
for securing successful implementation of the Plan; 
appraisal of progress and recommending adjustments 
in policies and measures1during the execution of the 
Plan, and making of interim and ancillary recommen
dations on current development policies, measures, 
etc. 

11.3.04 While setting up the Planning Commission, 
it was emphasised that, keeping in view the nature 
of the responsibilities entrusted to it, it should be 
kept free from the burden of day-to-day adminis
tration but should remain 'in constant touch' with 
the Government at the highest policy level. "The 
Prime Minister of India has been from the beginning 
the Chairman of the Planning Commission and has 
participated in and given directi0n to the thinking on 
all major issues of policy. The Commission has R De
puty Chairman and a few full time Members. At times, 
the Deputy Chairman is also Minister for Planning. 
or is assisted by a Minister of St~te f<'r Planning. 
Froman early stage, the Minister of Finance has 
been a Member of the Commission".1 At the time 
of formulation of the Seventh Five Year Plan, 
Union Ministers of Defence and Agriculture, Co
operation and Rural Development were also Mem
ber~ of the Planning Commission. A large secretariat 
has been established over the years to assist the Plan
ning Commission in its work. 

11.3.05 B~sides some 'housekeeping' and general 
administrative wings, the organisation of Planning 
Commission's secretariat may be divided into 'Gene
ral' and 'Sectora lor Subject-matter' Divisions. In addi
tion, there have been some associated Committees 
like Indo-Japan Committee, Research Programme 
Co=ittee, Western Ghats Secretariat, etc. A Pro
gramme Evaluation Organisation is also attached to 
the Planning Commission Secretariat. 

Advisers (State Plan) 

11.3.06 Planning Commission has Advisers (State 
Plan) who perform a very imp:>rtant role vis-a-vis 
the States. On the one hand, they assi~t the Planning 
Commission in finalising the State Plans and, on the 
other, in monitoring the prngress of various develop
ment programmes in the States. They also interact 
with the State Governments and assist them in resol
ving their problems in implementation of the Plan. 
TheY are thus expected to function as an active link 
between the Planning Commission and the State 
Governments. 

National Development Council 

U.3.07 Setting up of the National Development 
Council (NDC) as early as in August, 1952, on sugges
tion of Planning Commission itself, may be regarded 
as the most significant step fur promotmll understan
ding and consultation between the Unton and the 
State Governments on planning and common ec0no
mic policies. It was assigned the three important 
functions of reviewing the working of the National 
Plan from time to time; to consider important ques
tions of social and economic policy affecting national 

\. GJvernment of Indb., Planning Commission-"Tfle 
Planning Process" (1976), p. 61. 
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development, and to recommend measures for the 
achievement of the aims and targets of the National 
Plan. Initially, the Council comprised the Prime 
Minister of India as its Chairman, the Chief Ministers 
of all States and the Members of the Planning Com
mission. Some Union Ministers and experts were also 
invited to the meetings. It was required to make re
commendations to the Union and the State Govern
ments. 

11.3.08 In October, 1967, on consideration of the 
recommendations of the Administrativt Reforms 
Commission, the membership of the Council was 
enlarged. The Resolution revising the composition 
and functions of the NDC may be seen at Annexure 
XI.3. Since then the NDC includes, in addition, all 
Ministers of the Union Cabinet, Chief Ministers of 
Union Territories, Lt. Governor and Chief Executive 
Councillor of Delhi and Administrators of other 
Union Territories. Other Union Ministei s and State 
Ministers may also be invited to the meetings of the 
Council. Secretary of the Planning Commission acts 
as Secretary to the Council. The Resolution also laid 
down that the Council may appoint, from time to 
time sub-committees or panels. An important func
tion added to the Council was "to prescribe guidelines 
for the formulation of the National Plan, including the 
assessment of resources for the Plan". The Resolution 
requires that the Council would meet "as often as may 
be necessary and at least twice in each Year". 

11.3.09 Although the NDC is not a statutory 
body, its very composition gives it a unique character 
and its recommendations are trtated with deference 
by the Union and the State Governments. It imparts 
a national character to the entire process of Plan
ning. 

Other Union Departments/ Agencies 

11.3.10 Union Ministries and Departments, have 
their own Planning Cells/Units for preparing detailed 
plans. The Plan Finance Division of the Union Fin
ance Ministry is closely associated with the Planning 
process. Some of the other Ministries dealing with 
economic and social development sectors participate 
in the process of planning of State Plan Schemes. 
The recently created Ministry of Programme Imple
mentation ~ intended to perform a significant role in 
monitoring. Besides the government departments, 
the Reserve Bank of India, L.I.C., and a number of 
financial, research and assistance channelising agen
cies under the overall control of Government of India, ' 
participate in regard to specific aspects of Planning. ' 
The Central Statistical Organisation and the National 
Sample Survey Organisation, ~s part ?f. Mi~istry of 
Planning, among others, prov1de statlsllcal mput to 
the national Plan. 

Planning Machinery at State Level 

11.3.11 Strengthening of planning capabilities at 
the State level has been considered desirable for quite 
some time now. As early as in 1971, following recom
mendations of the Administrative Reforms Commis
sion the Planning Commission ad vised the State 
Gov'ernments to set up Planning Boards at the State 
level and strengthen their planning machinery. Dis
trict level planning units were also suggested. In order 



to bring about a professional approach to the work of 
planning in State Governments they were subse
quently advised to set up the following units: 

(i) Perspective Planning Unit; 

(ii) Monitoring, Plan Formulation and Evalua-
tion Unit; 

(iii) Project Formulation Unit; 

(iv) Regional/District Planning Unit ; and 

(v) Plan Coordination Unit. 

11.3.12 Under a Centrally,Sponsored Scheme since 
1972-73 two-thirds of the expenditure incurred by the 
States ~n setting up of the above-mentioned units is 
being met by the Union Government. Since 1982-83, 
half of the expenditure on ~strengthening planning 
machinery in the districts is also being shared by the 
Union Government. Planning capabilities of the 
States have by and large improved over the years. 

11.3.13 State Planning Boards/Planning Com
missions have been set up in all the States, except 
Sikkim. Some of the States havelalso set up District 
Planning Units. In the States, besides the Planning 
Departments and Boards, other development depart
ments and some other agencies also participate in the 
work of planning. These include Directorates of Eco
nomics and Statistics, research institutions and Uni
versities, Finance Corporations and voluntary agen
cies. 

The Planning Process 

11.3.14 The planning process consists of a series 
of formal and informal consultations both at the 
Union and the State levels and between them. 

11.3.15 The process of formulation of a Five Year 
plan is spread over a period of two to three years and 
involves a good deal of horizontal and vertical inter
action. This process, may be divided into the fol
lowing stages : 

(i) Background studies, analysis of constraints 
on development and evolution of perspective. 

(ii) Preparation of Approach Paper, Setting up of 
Working Groups/Study Groups both at the 
Centre and in the States for sectoral and other 
studies. 

(iii) Issuing of guidelines by Planning Commission 
based on the approved Approach Paper, both 
to the Union Ministries/Departments and to 
the State Governments for preparation of de
tailed Plans including assessment of financial 
resources. 

(iv J Detailed estimation of financial resources. 

(v) Preparation of detailed sectoral plans, and for
mulation of the Draft Five Year Plan. 

(vi) Consideration of the Draft. Fiye yea_r Plan at 
various forums, academic mslltutiOns and 
expert groups. Planning Commission also or
ganises special meetings with leaders of poli
tical parties, academicians, representatives of 
industry and agriculture, trade union leaders 
and the like. 

364 
(vii) Approval of the Draft Plan by the NDC. 

Annual Plan 

11.3.16 The process of formulation of the Annual 
Plan begins in the Planning Commission sometimes 
in the month of August or· September when, after 
a preliminary review of various developme.nts and 
likely availabiiity of resources gutdehnes are Issued to 
the States. The attention of the State Governments 
is drawn to the special problems and developments 
and formats for submitting schemes, resources fore
casts, etc. are suggested. Estimates of financial resour
ces and scrutiny of the schemes proposed by the States 
are undertaken in the months of October to Decem· 
ber in consultation with the officers of the State 
Governments. Representatives of Ministries/Depart
ments of the • Government of India as well as represen
tatives of Reserve Bank of India participate in dis· 
cussions. As in the case of the formulation of the Five 
Year Plan, the Advisers (State Plans) consolidate the 
recommendations of the Working Groups and pre
pare a report. This report is discussed in a meeting 
between the Deputy Chairman. of Planning Commis
sion with the Chief Minister. Since the plan frame 
for five years is available, the process of formulation 
of the Annual Plan is simpler than that of the Five 
Year Plan and lays emphasis on reviewing progress 
of implementation and inter-sectoral balances. 

Financing of the Plan 

11.3.17 Plan resources are assessed separately for 
the public and private sector plans based on estimates 
of quantum and structure of savings and consumption 
in the community. Making a broad judgement about 
the extent of resource mobilisation for the plan is 
an important aspect of national planning. Only a 
broad estimate of investment is made for the private 
sector. However, for the public sector a detailed exer
cise is undertaken. The resource estimates for the 
national Plan are categorised between external and 
internal-the latter including budgetary surpluses 
at current rates of taxation, estimates of additional 
resource mobilisation, market borrowings, deficit finan
cing, etc. For the States' Plans, central Plan assistance 
and their 'own resources' are correspondingly esti
mated. 

Central Assistance and earmarking of outlays 

11.3.18 Central assistance for State Plans, to begin 
with, was in the form of assistance to specific projects 
and programmes. Since the Fourth Five Year Plan, 
in place of different schematic patterns, Central assis
tance is given in the form of block loans (70 per cent) 
and block grants (30 per cent). Liberal patterns with 
90 per cent grant and 10 per cent loan are being ap
plied to Central assistance to the special category 
States namely, Arunachal Pradesh, Himachal Pradesh 
Manipur, Meghalaya, Mizoram, Nagaland, Sikkim 
and Tripura and to the special Central Assistance for 
the sub-plans for Hill and Tribal Areas and Compo
nent Plan for Scheduled Castes, etc. 

11.3.19 Central assistance constitutes on an ave
rage about 37 per cent of the States' plan finance in 
the Seventh Plan. This proportion is significantly hi
gher for the special category and other backward 
States with smaller financial base. The total quantum 



of Central assistance is determined by the Planning 
Commission in consultation with.the Ministry of Fin
ance, keeping in view, the overall availability of re
sources. Out of the total amount available, the pro
visions for the externally aided projects, special Cen
tral assistance for sub-plans and for the special cate
gory States are first set aside and the balance is dis
tributed on the basis of a formula (popularly called 
the Modified Gc dgil Formula) which become opera
tive since 1980 after approval by the NDC. As noted 
in the previous Chapter, the Modified Gadgil For
mula consists of the following criteria and weights for 
allocation of the overall amount 

(i) Population (60 per cent). 

(ii) Per capita State Domestic Product below the 
national average (20 per cent). 

(iii) Per capita tax efforts of the State (10 per cent). 

(iv) Special problems (10 per cent). 

11.3.20 The Statewise allocations of special Cen
tral assistance for Hill and Tribal areas sub-plans 
also follow predetermined objective criteria approved 
by NDC. 

11.3.21 Central assistance is not merely a source 
of plan finance to the States, it has also been used as 
an instrument to sustain plan priorities. This be
came necessary after the introduction of block-assis
tance. In order to ensure that the agreed outlays are 
spent in aggregate and on programmes and sectors 
which are accorded priority, since 1969 such outlays 
are being "earmarked"on annual basis. Any short
fall in plan expenditure or on the individually speci
fied priority sectors/heads/schemes in relation to the 
approved outlays would entail a proportionate cut 
in central assistance. The earmarked sectors/program
mes at present include : Agriculture and Allied 
Services, Rural Development, Minor Irrigation, 
ccmmand Are~ Dcvelorment sprcifird M8jcr ~nd 
Mec\ium Irrigation Project/Schemes, specified Power 
Projects/Schemes and all the individual schemes of 
the National Programme of Minimum ;Needs. On an 
average, about two-third of the State plan outlay is 
tied by the system of earmarking. However, the 
system is not entirely rigid as revision of outlays 
on earmarked sectors, with the approval of Planning 
Commission, is permitted for the on going annual 
Plan. 

Sub-Plans and special plans 

11.3.22 Since the middle of 1970s, some special 
plans, viz., Sub-plans for Hill and Tribal areas, North 
Eastern Council (NEC) and Western Ghats Pro
gramme came into being in recognition of the advan
tages of areas planning approach, for the identified 
backward regions. Formulation of the Sub-plans takes 
into consideration the totality of the resources, com
prising devolutions from State Plans, Special Central 
Assistance, Institutional finance and Central Sector 
investment in the Sub-Plan area and includes program
mes specifically benefiting the area and the target
groups. These Plans have resulted in increased flow 
of resources to the States. Similarly, Special Compo
nent Plans with sets of schemes for the Scheduled 
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Castes are prepared and integrated in the State Plans. 
Special Working Groups are constituted to consider 
and scrutinise these special Plans. 

Centrally sponsored schemes 

11.3.23 The Centrally Sponsored Schemes are ini
tiated at the instance of the Union Government and 
implemented by the States for which Central assis
tance is provided by the former. Simultaneously. 
guidelines regarding the contents coverage expen
diture pattern. staffing etc. are issued. 

4. PLANNING-A DYNAMIC PROCESS 

11.4.01 We have so far considered the constitu
tional provisions and the institutional arrangements 
which have been evolved over the past thirty-seven years 
of planned development. Before considering the va
rious issues raised. it would be advantageous to re
view briefly the achievem~nts a~d sh.ort comings of 
planned development dunng thts pertod and consi
der the issues in the light of the same. 

11.4.02 At the commencement of planned deve
lopment, India presented a classical example of a poor 
country unable to embark on rapid socio-economic 
development due to serious shortage of capital. The 
rate of savings was low, resulting in low capital for
mation which in turn, prevented adequate invest
ment so essential for growth. Since then the rate of 
savings has gone up from 5.5. per cent in 1950-51 to 
about 22 per cent in 1985-86 and is, indeed, one of 
the highest among the developing countries now. It 
is also significant that the external assistance has 
been relatively small and ranged from 7.7. to 12.9 
per cent since the Fourth Five year Plan. 

11.4.03 Planning has brought about several achi
evements. The breakthrough on the agricultural front 
can be counted as one of the major successes. We have 
been able to overcome the dependence on imported 
food-grains to meet the consumption needs and rea
ched a point of substantial surpluses. This has enabled 
the country to take in its stride adverse seaso
nal conditions to which a fairly large part of the coun
try is prone. Significant progress has been made on 
the industrial front over a very wide range both in 
terms of production and adoption of new technology. 

11.4.04 It is also necessary to look at the failures 
or shortcomings to get a balanced picture. The long 
term growth rate of the economy has been around 
3.5 per cent, but if has reached higher levels at some 
points of time. It is somewhat paradoxical that in
spite of a high rate of saving, the economy has not 
been able to achieve correspondingly high rates of 
growth consistently. This has been attributed by some 
to the steady increase in capital-output ratio and in
efficient management which merely restate the problem 
in a different manner. Another area of concern is the 
fact that the fruits of development have not percola
ted significantly to the poorest sections of the com
munity. This has brought into sharp focus the need 
for a direct attack on poverty. Even though considera
ble progress has been made both in agriculture and in 
industry, it has often been confined to a few areas and 
has not been sufficiently dispersed. Regional dispari
ties continue to be glaring. Yet another area of con
cern is the high rate of growth of population. Persistent 



high level of unemployment particularly among the 
educated y~mth and under employment, have given 
nse to soc1al tensions and problems. 

11.4.05 Tackling the above problems requires 
comprehensive strategies and changes in economic 
policies involving participation of both the Union and 
the State Governments. Measures of population con
trol! strategies for gainful employment and increasing 
the mcomes of the poor and raising their share in total 
consumption have constituted challenging tasks. Po
verty alleviation and special area development pro
grammes have been taken up to mitigate both class 
and regional disparities. In'Z'all these programmes, 
the efforts of the Union and the State Governments 
have been jointly commissioned. A vast network of 
public distribution system has been built up both to 
contain prices of essential commodities and support 
the consumption by the poor. While the States have 
provided the administrative support to this system, 
the Union Government's responsibility in subsidising 
and coordinating the activities of the various Union 
agencies and departments has been heavy and criti
cal. 

11.4.06 The performance of public sector enter
prises of both the Union and the State Governments 
has also been an area of serious concern in terms of 
production and returns on the massive capital emplo
yed and in generating surpluses for future investment. 
Union Government's pricing policies of basic inputs 
affect cost-structure of States' enterprises also. This 
is an issue often raised. It is also now being felt that 
the States may find it difficult in future to finance 
large irrigation and power projects using the latest 
technology. 

11.4.07 There is growing monetisation in the eco
nomy. The transformation from subsistence agricul
ture to market oriented one and from that to a growing 
mobility in trade has postulated both problems and 
opportunities for financial management. The natio
nalisation of the bigger banks and the growth of de
posits in them and the non-nationalised banks on a 
massive scale, has forced the banking sector to seek 
new lines of remunerative employment of funds and 
in providing development banking. The banking habit 
is spreading and a surge in domestic savings is visi
ble in the monetary sector. The capital now available 
for both private and public sectors has to be supported 
by suitable infrastructure and institution-building and 
development. The proper proportioning of the de
mands of the private and public programmes and prio
rities in the use of the resources which, though quite 
large are still insufficient in relation to the needs, 
has t~ be constantly appraised and the Plans adjus
ted. The States want to have a say in all this as it vi
tally affects their devel.opment plans. There is confi!
cting demand for cap1tal ~esource~ from the pu~hc 
and the private sectors. Th1s necessitates a controlling 
role for the Union which alone can assess the situa
tion from a national angle. 

11.4.08 The mix of fiscal, monetary and other eco
nomic policies has a crucial supporting role in reali
sing the plan objectives. This involves both macro
aspects of promoting savings, i~':estl!lent and growth, 
price stability and resource mob1hsat10n as also struc
tural aspects concerning equity and social justice. 

The volume and sophistication in fiscal and monetary 
management has increased perceptibly; a variety of 
regulatory and incentive measures have also come in 
vogue. 

11.4.09 The strategies adopted in the coming years 
will have to reckon with the need to raise produc
tion and productivity in every sector. Substantial 
inves!ments have been made by both the Union and 
the State Governments in a large number of projects, 
e.g., irrigation, power, transport and industries. 
Unless these investments yield adequate returns and 
generate sufficient surpluses, the economy cannot go 
forward. Higher production and greater returns from 
the assets already created would have to be given the 
highest priority, Higher productivity will have to be 
brought about with the help of improvement in tech
nology. 

11.4.10 We have mentioned all these aspects to 
underline the basic fact that planning has to be a co
operative endeavour. There has to be a reaffirmation 
of faith in planned development which automatically 
implies a reiteration of the will to adhere to the dis
cipline involved. The strategy of development involves 
identification and mobilisation of resources, drawing 
up of priorities for their allocation and devising the 
necessary instrumentalities in a policy framework to 
ensure that the resources get deployed in the priority 
sector efficiently and economically. These three ele
ments can be achieved only through a commitment 
at the national level to the objectives and policies of 
the national plan. 

11.4.11 Planned development over the past deca
des has brought about a familiarity with procedures of 
pla~ni~g on the part. of government departments, 
!nst1tut10ns and functiOnal groups. Such maturing 
mfiuence also constitutesja precondition for a broad
based, meaningful public participation. It is essential 
to guard against ritualising the funC:cions and throw
!ng. ou~ the substance. It is equally necessary that the 
mst1tut10nal arrangements are reviewed and refor
med periodically to be adequate for the tasks ahead. 

5. SCRUTINY OF STATE PLANS 

I 1.5.01 In para 11.1.03, we have noticed the 
b~oad contours of. the c~iticism of the present plall
nmg system. In th1s sect10n we consider the specific 
compl~ints and sugg~stion.s in regard to the working 
of Umon-State relatiOns m the sphere of planning. 

11.5.02 A general complaint of the State Govern
n:te.nts is that t.hey are. requi!ed to adhere to unduly 
flgtd and detatled Umon dtrectlves mainly because 
of their dependence on the Union1Government for 
plan funds. The perceptions' on these matters however 
vary. The views of the State Government~ rna y b~ 
summed up as under : 

(i) Most of t~e States have maintained that they 
are not gtven due opportunity to participate 
in national planning. The present process of 

· consultation involving the States, commences 
after the broad features of the Five Year Plan 
are already cast. 

(ii) While most of the State Governments agree 
that the Planning· commission should lay down 
broad national priorities and targets, they 



have urged that the Stat.es should have greater 
fr~edom and flextbthty tn formulating the de
tatls of the schemes concerning their spheres. 
They complam, that their initiative in this re
g~rd is rest_ricted by (a) the procedures of de
tatled scrutmy and fin:tlisation of State Plans· 
(b) the mechanism of Central assistance and 
earmarking of outlays, and (c) the control 
exercised by the Union Ministries through the 
Centrally Sponsored Schemes. 

(iii) Some states have catecrorically stated that 
while national priorities<> may be incorpora
ted in the State Plans, they should emerge as 
consensus among the Union and the States 
and for this purpose the status and structure of 
the NDC and the Plannin" Commission sho
uld be suitably changed. One State Govern
n:tent ha~, howev~r, expresed an apprehen-. 
swn that mcorporatwn of national priorities in 
S~ate Plans will give greater scope to the Plan
nmg Commission to interfere with the Sta
tes' autonomy. 

11.5.03 We have had the b!nefit of th; views of 
several eXPerts and knowledgeable persons abo. 
They are unanimously of the view that the n~tional 
pl~n. should be drawn up by the Planning Com
mtssto~ and approved by the National Devel0pm0 nt 
Counctl. Most of them are abo of the view that the 
~tates should have greater initiative and fr~edom 
m formulating schemes in thitr own sph0 res within 
the broad parameters of the national plan. Furth~r. 
the need for greater involvement of the States in the 
process of plan formulation has been emphasised. 
It has also been suggested that the National De
velopment Council should be made mote effective 
through appropriate changes in its status and pro
o;dures. Suggestions have also been made separating 
the spheres of planning of the Union and the States, 
minimisLtg the component of tht C ntrally Sponsorod 
Scheme> and doing away with th. comp0nent for 
'Social Problems' in th~ M:>dtfied Gadgil Formula 
(10 per cent) which is considered to be a discretion&ry 
element, in the allocation of Central assistance among 
th~ States. 

11.5.04 In the late Sixties. the Administrative 
Reforms Commission had considered the adminis
trative <.sp cts of Union-State rtlations in the sphere 
of planning and devckpment. It had aslo noted 
bntb excessiVt involvement of the Centre in the plans 
oft.1e States and ittaclcquate consultation between the 
two levels in planning. Accordingly, the Adminis
trative RcfQl'ms Commission had r~commended, 
am, ng other things2 

(i) Strengthening of State PI< nning Boards : 

{ii) Limited scrutiny of State plan schemes by the 
Planning Commission; 

(iii) allowing greater freedom to tht: States to 
formulate details of thier plans within the 
r-road guidelin~s given by the Planning Com
mission and approvtd by the National De
velopment Council ; 

(2) GJV..:!rnment of Indi-1. Administrat.ive Reformo.; Com
misii.>n -Report Oil AfachinHy for Plmmmg, )90S, 
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{iv) restructuring of the Working Groups and 
representt tion of States' on them ; 

(v) a more effective role for the National Develop
ment Council as a forum for arrivinc. at 
consensus and in gttiding tconomic policies, 
and 

(vi) putting of limits on th: Centrally Sponsored 
Schemes. 

States ;Participation in National Planning 

11.5.05 We b~gin by considering the States' com
plaints of inadequate opportunity to participate 
in national planning. 

11.5.06 The process of pl<lll formulation begins 
with the appointment of various working Groups 
and preparation of an Approach paptr enunciating 
the objectives and strategies. Studies by Working 
Groups/Task Forces on scctural problems and pre
paration of the Approach Document is a crucial 
stage of nation~ 1 planning in which the 1 ationalc 
and feature~ of plan policy-objectives, priotities 
and sttategieS-!!et crystnllised. In 1968, in its report 
on 'Machinery for Planning', the Administrative 
reforms Commission hau obseved : "The National 
Plan will assuredly be extcuted with greater tnthu
siasm and energy if those who arc ~har~ d with the 
task of implementing them also participalt in tltier 
formulation ........ Also th,re has been very littlt 
representation of non-Official ex rerts and ex pet ts 
from the States. It is necessary that Groups should 
be broad based. There is need to bdng in experts 
from the States as well as from outside the Govern
ment." (para 41, Pp 13-14). The Adminbtrative 
Reforms Commission had rcc0mme11ded, among 
other things, that the Working Groups dealing with 
State List subjects should nLo have some specialists 
from tateS Planning Boards ant! State Go\ernmcn~s. 

11.5.07 At pre~ent the alloc<~tion of studies and 
constitution of Central Working Groups is done by 
Planning Commission. We have been informed by the 
Planning Commission that in the Working Groups 
set up in connection with the Seventh Five-Year Plan, 
the members were drawn fr0m the Planning Ct'lll
mission, Union Ministries/Departments, other insti
tutions. State Govtrnmmts and experts in the field. 
An analysis of the C0mp<1sition of these Working 
Groups (126 in all) indicates that 0ut of ~b0ut 40 
dealing with subjects in the Stntc List, rfficcts from 
tht States wete represented on 38 WMking Groups. 
On th~se, as well as some others, non-official experts 
and office-bearers of concerned CNporationslinstitu
tions l0cated in the States were also rcprescntctl. It 
is, hoWtVer, found that on a number of Wntking 
Groups where States' participation could have been 
very useful. thier represcntatinn was lacking, e.!(., 
Working Groups/Study Groups on 'The St':ltly. of 
Financial Rescurces', 'Maior and Medium Irnpat10n 
Pr- grammes', 'C0mm~nd Atea Develrpment Pro
gramme', 'Flood Control', 'Pc wer', 'Consum!r Our
abies and Light Engineering Industries', 'Environ
ment', 'Monitoring and Evaluation', 'Emplcyment 
Strategy', 'Identificnion of Technical Manpower 
Shortagc;', 'Civil Supplies', 'Industries' and the 
Study Group on 'Concepts and Estimation of 
Powerty Line'. 



11.5.08 We would like to clarify that in o<~r opiaion 
the desirability of States' represente.tion on the 
Working Groups should not be considered from the 
stand point of any b1lancing of Union vis-a-vis States' 
interests, but mainly to involve suitable experts who 
are dealing with the development programmt.s in the 
field and possess special knowledge of the Problems 
and htest developments. 

11.5.09 A State Governm~nt has drawn our atten· 
tion to the fact that even on some Central Plan sectors 
like coal, ~tee!, cement, Pt.tro-chemicals, railways, 
major pot iS, airways, tele-communications, etc., the 
States should be consulted as these sectors are vital 
to their progress. This is a matter which should be 
kept ia view while setting up th~ Working Groups. 

11.5.10 We recomm~nd that on the Working Groups 
set up to study sectoral programm~s in the context 
of formulation of Five Year Plan concerning State 
subjeets, the Deputy Chairman, Planning Commis
sion appoints member of a State Planning Board as 
Chairman, and the Secretary of the concerned Union 
Ministry as Vice-Chairman and an officer of the 
Planning Commissioa as Member-Secretary. 

11.5.11 Planning Commission has informed us 
that it had suggested to the State Governments to 
set up their own Working Groups and aho take steps 
to formulate thier own approaches to the Five Year 
Plan. The Administrativ~; Reforms Commission had 
noted in 1968 that the desired communication bet
ween th~ Central and the State Working Groups was 
lacking. The Planning Commission recenly informed 
us on this subj.,ct as follows : 
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"Methodology for taking preliminary steps by 
the States is not uniform or Standardised. It differs 
from State to State depending upon their planning 
capabilities and other factors. Some States had setup 
Working Groups as was done by the Planning Com
mission, others got this work do.te by their Deprart
meni/Planning Board and so on." 

11.5.12 We recommend that coordinated action 
betwe..;n the Central and State Working Groups 
should be ensured. For this, the Central Working 
Groups themselves should take the initiative in 
establishing contact with thier counterparts in the 
States at an early stage. 

Approach Paper 

11.5.13 In the context of States' involvement in the 
preliminary stag¢ of the prepar~tion of the Five 
Year Plan, th~ Planning Commission has attached 
significance to the fact that the views of the States 
are invited in preparing the Approach Papa and 
that this document and the reports of the Central 
Working Groups are circulated to all the States. 
Further. the Approach Paper is discussed and ap
proved in the meeting of the National Development 
Council, which has representation of all the States. 

11.5.14 So far as the circulation of the Working 
0. >Ufl r ep:>rts to the States is concerned, the desir
"bi•ity of this action is obvious, but in our view, not 

enough. However, in the consideration and approval 
of the Approach Pap.:r by the Stat.es and the NDC, 
the following d~fici~ncies are notrced : 

(i) The States are. not sufficiently associated ,. 
with the evolutiOn of the Approach Paper 
a~ the technical and background studies 
are undertaken by the Planning Commission 
as an 'in-house' exercise. 

(ii) A set of alternatives from. among which the 
NDC could make a chorce rs not placed before 
it, 

(iii) The tim.e allowed to the State Gov~rnments 
to participate in the process (e.g., 12 days 
to consider Seventh Plan Approach Paper) 
is not sufficient. 

(iv) The conferencing procedur.s generally followed 
by the NDC are not adequatt. for m~an_ingful 
discussions, thus precluding any stgmficant 
modifications in the proposals. 

11.5.15 In view of the above, it would appear that 
the role of the States at the crucial stag~: of formula
tion of the approach to the Five Year Plan, is more in 
the nature of being informed, or, at best, a tormal 
association rather than of active participation. Trans
lation of the Approach into concrete targets and<' ther 
quantitative maguitud,:s in the form of the Draft 
Plan usually follows the para-meters evolv~d by the 
Working Groups. 

ll.5.l6 In our view, while the Planning Commis
sion ha a crucial tole in initiating the approach to 
the national plan, a more active involvement of the 
States in evolving Plan objectives, priorities and 
strategy will go a long way in making planning result
oriented. It will substitute commitment for mere 
consent to the national plan. 

ll.5.l7 Indeed, the starting point of the whole 
process of plan formulation is the mandate given 
through the NDC to the Planning Commission, 
setting out the ~ontours and objectivts within which 
the Plan would be formulated. 

11.5.18 It has been brought to our notic.:: that the 
States' initiative in tbis regard is also somewhat 
lacking. We believe that this is partly due to inade
quate development of planning capabilities in some 
States. Partly, this may also be attributed to the 
fact that the present practices do not Permit or en
courage meaningful participation of tbe Stat~s in 
evolving the basic features of the national plan. 

11.5.19 The seleetion of studies should invariably 
be done under the guidance of the Standing 
Committee of the National Economic and Develop
ment Council, later proposed by us. 

ll:5.20 .It would be necessary for a thorough 
consrderallon of the Approach Paper that it is made 
ava!lablf? to t~e ~tates at least two months prior 
to rts drscusswn m the NDC alongwith the relevant 
data and optio1)s considertd by the Planning Com
missio.n in Preparing it. We have subsequently drawn 
attent.wn to the need for. strengthen in~; .the planning 
machmery and formatron of effectrv~ Planning 



Boards as the apex planning body at the State level 
with the Chief Minister as Chr.irman and a full 
time Deputy Chairm~n. The Deputy Chairman 
and M.:mbers should be experts in various disci-
plines relevant to the State Plan. • 

11.5.21 In our view, a meeting of the D~puty 
Chairman/Seeret~ri~s of all State Planning Boards 
should be convened by the Planning Commission 
at least two wetks before the NDC meeting to con
sider the Approach Paper or Draft Five Year Plan. 
This should be of the nature of a "preparatory mee· 
ting" at official level for helping the me~ting at the 
Minister level, especially tor identifying the main 
options and preparing brief agenda notes on points 
requiring decision by the NDC. 

11.5.22 We are ofthe views that close anrJ. fullest 
involvement ?f'the Stat~s at all stages of Plan for· 
mulation iiJVery essential for the successful implemen
tation of(he same. We rccommtnd : 

(a) NEDC3 should be involved in the formu
lation of the Plans right from the beginning. 
Selection of studies and setting up of various 
Working Groups should be done under the 
guidance of the Standing Committte of the 
NEDC. 

\ 
(b) The draft Approach Paper should b~ circu- _ 

lated to the States at least two months in 
advance! of the meeting of the NEDC to 
con~.~d.!'J tbe same. It should contain all 
rele:~r data, alternate strategies, etc. 

(c) A preparatory meeting should be held by the 
Planning Commission, with all Deputy Chair

. men and/or Secretaries of the State Develop
ment Boards two weeks prior to the NEDC 
to consider the Approach Paper/Draft Five 
Year Pl&n for identifying the main issues and 
firming up the agenda for the meeting of 
the NEDC. 

(d) Deliberations in the NEDC should be so · 
structured as to facilitate meaningful dis
cussion on each item of the agenda. Suffi
cient time should be available for the same, 
so that, after the general statement by the 
Prime Minister and Chief Ministers, there 
is enough time for discussing individual items 
of the agenda. It will help provide more time 
tor discussion, 1f Prepared general stat~ments 
of Chief Ministers are circulated before
hand and the Chief Ministers read out only 
a brief summary. 

(e) Minutes of the discussion in the NEDC should 
be recorded itemwise. 

Formulation, Scrutiny and Finalisation of State 
Plans:-Guidelines 

11.5.23 We now consider the allegation about 
Planning Commission's dominance in the formu
lation, scrutiny and finalisation of the State Plans. 

3 National Economic and Development Council, viz .. 
reconstituted NDC proposed by us subsequently. (See para
graph 11.7.43). 
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In Section 3 of this Chapter we have staltd in de
tail the proctdure followed in this regard. The first 
stage here is the issue of 'guidelines' by the Planning 
Commission to the States. These guiddines draw 
attention to the Plan objectives and the needed thrust 
in different sectors and lay down formats for pre· 
paring information on physical and financial pro
posals for consideration in the Planning Commission. 
As such these guidelines do not carry any element of 
compulsion. TheY also do notsuggestanyproporation 
of outlay to be allocated to major sectors and kave 
the State Governments free to fmmulate schemes as 
per their needs. The common format facilit3(tS 
subsequent pro eessing and compilation of information. 
In the context of the Seventh Five Year Plan, more 
than two months time wt s given to the States for 
preparaing and sending thier proposals. This c< nnot 
be said to be inadequate, as tbe broad schedule of 
planning is wtll known to them and sufficient 
ground-work i~ already done by their departments. 
In view of the above and as no complaints with res· 
pect to the 'guidelines' have come to our notice, 
we do not consider it necessary to ~ugge~t any change 
in this regard. 

Assessment of :Resources 

11.5.24 States' estimates of financial resources 
and proposals in regard to sectoral programmes are 
consideied separately. 'Forecasts of financial resour
ees for the plan period are called from the State 
Governments on standardis~d formats including 
annual projection of receipts and expenditure. These 
are examined in a Working Group consisting of 
officers from the Planning Commission, Ministry of 
Finance and officers of the State Governement con
cerned, representatives of the Res~rve Bank of India 
and of some other financial institutions. The scrutiny 
of the forecasts involves reftrence to the allocations 
and norms ~dopted by the Finance Commission on 
non-plan side to estimate availability of budgetary 
surpluses for the Plan. E~timate is made thereafter 
of additional resources mobilisation considered fea
sible. Market borrov,ings and negotiated loans are 
added to these as also the shart in Central plan 
assistance to arrive at an estimate of the Plan siZe. 

11.5.25 We would like to emphasise here that the 
assessm~nt of resources of the States und~rtaktn by 
the Working Group perhaps constitutes th~ only 
opp.:>rtunity in an annual setting when a review of 
States' finances in some detail is undertaken sub
sequent to the report of _the Finan~e ~ommission. 
It is th~refore. of considerable s1gmficance. The 
diseu~sions in the Financial resources Working 
Groups should be taken as an opportun.ity to .em· 
phasise tht:. need for adhenng to the regtmen g1ven 
bv the Fivance Commission and for prudence in 
fiscal management. 

Scrutiny of Schemes 

11.5.26 After the estimation of the States' Plan 
size a detailed scrutiny of the States' sectoral plan 
proposals is undertaken. For this purpose, a num
ber of Working Groups (about twenty) are set up 
in the Planning Commission. It has been alleged 
by a number of State Governments that this stage 
of scrutiny of the State Plan schemes often strays 
into too much detail. There is a strong opinion 



that once the broad objectives, priorities and~ strategy 
are approved, the States should be allowed freedom 
to formulate schemes suiting thier circumstances. 

11.5.27 Indeed, during the scrutiny, details of indi
vidual schemes proposed by the State Governments 
are gone into. In this respect, the time-element is 
also important. The Administrative Reforms Com
mission had noted that the Working Groups often 
received the proposals quite late and do not get suffi
cient time to study and analyse them properly'. On 
the other hand, the Planning Commission has informed 
us that generally the plan proposals are now. received 
about a week before the scheduled date of dtscusswn 
and the members of the Workmg Group get sufficient 
time to analyse and scrutinise them. 

11.5.28 .In practice, the details of the schemes . are 
worked out by the States themselves. The examn~a
tion in the Working Groups• includes both ascertam
ing progress of the on-going programmes, whtch ~on
stitute a large proportion of the total plan, espectally 
in the context of the Annual Plans, and enquiring about 
the physical progress and financial requirements. 
In the Working Groups, the schemes formulated ~y 
the States are examined in consultation with them wtth 
a view to ensuring that they correspond to the accep
ted national priorities and can be accommodated with
in the resources available for the Plan. 

11.5.29 The States' plan proposals generally aggt:e
gate to much more than the estimates of financtal 
resources available for the plan. The Working Groups 
inspite of their concern for adequate outlay 
for their respective sectors, find it necessary to r~
commend modifications 111 the outlays keepmg m 
view the sectoral priorities and, in particular, finan
cial resources likely to be available. The Advisers 
(State Plans) have to perform the unenviable task 
of suggesting further cuts in the outlays, generally 
with a view to bringing them closer to the resources 
estimated for the Plan. 

11.5.30 It is only after the meeting of the State 
Chief Minister with Deputy Chairman, Planning Com
mission that some of the recommended cuts are res
stored. These often result from assurances given 
by the Chief Minister for 'additional resour:e mobi
lisation' and/or for better performance of thetr pubhc 
enterprises, etc., and/or scope for additional market 
borrowings. It may be pointed out that at the llme 
of formulation of the Sixth and Seventh Five Year 
Plans very few States were able to communicate 
the forecasts of additional resource mobilisation. 
Similarly, the exact quantum of Central assistance and 
market borrowings also became known quite late. 
These resources. however, were taken into account 
when the Five Year Plan was finalised in the meetings 
between Deputy Chairman, Planning Commis~i?n and 
State Chief Ministers. The resources posttion as 
made known subsequently corresponds to the finally 
agreed plan outlays (Annexure Xl.4). Annexure 
Xl.4 A, B and C show the aggregate outlays proposed 
by the State Governments, recommended by the 

4. Government of India, Administrative Reforms Com
mission-Report on lvlachinery for Planning, p. 21. 
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s. These Working Groups are different from the Study 
Groups/Working: Grou;Js menti·Jilt:d in ~Jrafjraphs I 1.5.06 
and 1 1.5.07. 

Working Groups and Adviser (State Plans). and aJ 
finally agreed between the State Chief Mmtsters a~ 
the Deputy Chairman, Planmng Comtrusston. T e 
information relates to the Annual Plan (1984-85), 
Seventh Five Year Plan (1985-90) and An_nual Plan 
(1985-86), respectively. The followmg tmportant 
points emerge : 

(i) The outlays proposed by the: State ~overn
ments are generally much higher than the 
finally acrreed amounts, even though the 
latter ha~e already stretched the resources 
to the full. 

(ii) The Working Groups generally reduce the_ out
Jays proposed by the States, but, _at tlme_s, 
increase the outlays also under departmental 
pressure. 

(iii) Advisers (State Plans) generally f':lrther prune 
the recommendations of the Workmg Groups. 
These are brought closer to the quantum of 
plan resources originally assessed by the Re
sources Working Group. 

(iv) The finally agreed plan-sizes !n most c3:ses are 
higher--in several cases constderably lugher
than the outlays recommended by Advtsers 
(SP). This is because sizeable resources are 
'found' at the time of discussion between the 
Deputy Chairman, Planning Com~ssion and 
the State Chief Ministers. ObviOusly, no 
scrutiny of these proposals for additional re
sources is possible at this late stage before 
accepting them. 

Weaknesses in Examination of State Plans 

11.5.31 We 11ote certain deficiencies in the present 
system in the ;crutiny of State Plans and W<?uld li~e 
to suggest the following improveme_nts. Fustly,_ tt 
should not be necessary for the Plannmg ComDllsston 
to scrutinise in detail all the individual schemes. 
It should concentrate on important ones involving 
large outlays, foreign exchange component, inter
State aspects and those relating to the core-sector 
Plan. 

11.5.32 Secondly, the present practice of States 
submitting plan proposals whose financial implications 
are far higher than the estimated resources, must 
be firmly discouraged. This takes place partly because 
the States boost up plan outlays taking the previous 
years anticipated plan expenditure as the base without 
taking a realistic view of their own resources and 
partly because they w!sh to. make out a case f<?r a 
higher order of financtal asststance from the Umon. 
Such an approach is against the very rationale of 
planning. Therefore, after the estimation of financial 
resources, proposals of sectoral outlays making a sig
nificant departure from them should not be entertained 
by Planning Commission. This in itself will act as a 
restraining influence on inclusion of low priority 
schemes in the Plan. 

11.5.33 Thirdly, as firm resource estimates are not 
arrived at in the Resources Working Group, additional 
allocations are made in the meeting with the Chief 
Minister, frequently without the benefit of detailed 
scrutiny by the Working Group or Advisers (State 
plans). This often results in a situation where for 



want of resources, high priority projects and prog
rammes particularly those nearing completion, are 
inadequately funded and the newly found resources 
are sought to be applied to new starts, which is a 
neg:ltion of planning. 

11.5.34 Emergence of a more or less final plan-size 
at the stage of the Resources Working Group would 
require prior decision on the quantum of Central 
assistance and market borrowings which should not, 
in our opi:lion, pose a serious problem. Estimation 
of a firm plan-size in the beginning will have several 
advantages. Firstly, a m:>re rational formulation 
of the Plans by the States, with due attention to 
inter-se~toral priorities and balancing of claims 
of on-going and new programmes, will take place. 
Secondly, the concern of the sectoral Working Groups 
will shift from protecting outlays of their respective 
sectors in the face of anticipated across-the-board 
pruning because of lower availability of overall resour
ces, to the qualitative aspects of schemes (viz., fea
sibility, phasing, inter-sectoral linakges, impact on 
area development, employment implications, impact 
on poverty, implications for medium and long-term 
development strategy, and the like). These aspects 
at present, do not get sufficient attention. Finally, 
knowledge of a more or less final plan size from the 
beginning and corresponding magnitude of outlay 
proposed, will minimise seemingly ad hoc cuts or res
toration of cuts in outlays at stages subsequent to the 
examination by the sectoral Working Groups. Be
sides causing irritation to the State Governments, 
often giving an impression of overbearance on the 
part of Planning Commission, such cuts irreparably 
disturb the inter-sectoral matrix of development on 
which the very success of the Plan is crucially depen
dent. 

11.5.35 Finally, the time given to the members of 
the Working Groups, viz., generally a week, as stated 
by Planning Commission, is too inadequate to allow 
them to pay due ~uention to the type of qualitative 
aspects mentioned in the previous paragraph. A more 
realistic time-schedule needs to be prescribed and 
adhered to. The Working Groups both on resources 
an,[ sectoral programmes, must receive the forecasts/ 
proposals at least three weeks in advance to organise 
adequate internal examination and consultations prior 
to the meeting with the State officers. The outcome of 
the deliberations in the Resources Working Group 
should be known to the States at least a month in 
advance so that they may bring corresponding plan 
proposals to Planr1ing Commission. 

Recommendations for improving the Procedures of 
State Plans 

11.5.36 Considering all the facts, we are of the view 
that the alleged overbearing approach by Plann!ng 
Commission, in the process of formulatiOn, scrutmy 
and finanlisation of State Plans, is more apparent than 
real. 

11.5.37 We recommend as under 1: 
(i) In the Financial Resources Working Group, 

the ejtimation of plan resources should be 
realistic. Estimates of additional resources 
to be mobilised by States, as approved by the 
Chief Minister, should be available to the Finan
cial Resources Working Group. 
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(ii) Planning Commission should not try to scru
tinise in detail all the individual sectoral 
schemes in tbe States' plans, but concentrate 
on the key ones involving large oJtlays, fore
ign exchange component, inter-sectoral aspects. 
Most of these belong to the core-sector plan 
and have their outlays earmarked. Financial 
provision for these should be ensured. 

(iii) The practice of States submitting plan propo
sals aggregating to much higher plan-size than 
that warrJnted by resources estimated by the 
Resources Working Group, should be f1rmly 
discouraged by the Planning Commission. 
Every effort should be made to consider all 
resources likely to be available at the stage of 
discussions in the Resources Working Group 
itself. 

(iv) The meeting betwee!l the Deputy Chairman, 
Planning Commission and State Chief Minis
ters should concentrate on evaluating the 
progress made, identification of bottle-necks, 
review of deviations from plan priorities and 
the implementation of the programmes for the 
ensuing year. l Substantial changes in the 
size and content of the plan and allocation of 
outlays should not generally take place. in 
this meeting. 

(v) If the plan-size of a State is agreed to be subs
tantially enhanced at the meeting between 
Deputy Chairman, Planning Commission and 
the State Chief Minister on the promise of 
'new' resources, this should be regarded as 
'provisional' and the feasibility of the same and 
the priority of allocation of the additional 
amount should be subsequently gone into 
by the Adviser (State Plans) in consultation 
with the subject-Divisions in the Planning 
Commission. 

Technical approval of irrigation and power projects 

11.5.38 The irrigation to the States in respect of 
technical approval of Irrigation and Power .Projects 
is caused mainly on account of the delay mvolvcd 
in the supply of information to the central organisa
tions and protracted negotiations. A related problem 
has been that because of substantial cost-escalation 
and the low financial limit obtaining for a long time, 
increasingly large number of projects, some with 
much smaller physical dimensions, become liable to 
prior technical scrutiny. Several State Governments 
have drawn our attention to this problem and have 
suggested that in view of the development of adeq.uate 
technical expertise with them, ~nly v~ry large proJects 
and those having inter-State dJmens10ns should need 
prior technical scrutiny before inclusion as plan sche
mes. 

11.5.39 Till 1958 a large number of schemes/projects 
required the approval of the Uoi~n Government. 
However, a measure of decentrahsat10n. was effected 
subsequently in many sectors. The bmlt of the cost 
of the power projects which need to be cleared by the 
Central Electricity Authority and the concer~ed depart
ments of the Union Government before mclus10n 111 
the plan, was raised in 1985 from Rs. 1 crore to Rs. 



5 crores. This was effected on the representations 
made by several State Governments highlighting signi
ficant cost-escalation on account of price rise. 

11.5.40 So far as irrigation projects are concerned 
the major projects and those involving inter-State 
aspects, are required to be cleared by the various 
Directorates of Central Water Commission, Daprt
ment of Environment and Ministry of Irrigation 
before submission to the Central Advisory Committee 
of the Planning Commission for acceptance. The 
medium irrigation projects are scrutinised by the 
Technical Examination Directorate of the Central 
Water Commission after going through the informa
tion supplied on the prescribed proforma. Till 1978, 
the major and medium irrigation schemes were de
fined in terms of financial costs. As the cost escala
tion was a continuous phenomenon, the classification 
of the irrigation projects between major and medium 
was subjected to frequent changes. To get over this 
problem, physical norms were introduced in 1978. 
Now, the major irrigation projects are defined as 
those which have Cultural Command Area (CCA) 
of more than 10,000 hectares and medium irrigation 
schemes are those which have a CCA between 2,000 
and I 0,000 hectares. 

11.5.41 There is a complaint that the technical 
scrutiny mentioned above is quite time-consuming. 
In case of the irrigation projects, the Central Water 
Commission has informed us that the average length 
of time in clearing the projects by it had come down 
from about 42 months in 1978-79 to about 28 months 
in 1980-81, which itself is much too long. Many 
a time, however, the State governments themselves 
are responsible for the delay, because of inadequate 
investigations, unrealistic cost-estimates, incomplete 
data and inadequate appraisal of the inter-State aspe
cts. 

11.5.42 By their very nature, major irrigation and 
power projects involve complex inter-State aspects 
and substantial outlays, including large foreign ex
change component. For these very reasons the Central 
scrutiny of these projects has been conceded by 
many. We have earlier suggested greater freedom 
to States in the formulation of schemes for their plans. 
However, such decentralisation should be contin
gent on development of adequate planning and te
chnical capabilities in the States .. 

11.5.43 Having regard to the need for greater de
centralisation, we recommend that the norms and con
ditions for prior approval of projects/schemes by the 
Union Government, Planning Commission and Cen
tral Electricity Authority should be reviewed every 
fifth year or earlier, if need be, and got approved by 
the National Economic (and Development 1 Council. 

11.5.44 It has been noted that the State Govern
ments and the Union Ministries, in their eagerness 
to formulate a large plan have sometimes included 
a number of schemes, which are not matched by 
available resources. Several such schemes are of 
low priority. As a result, scarce resources get thinly 
dispersed over a large number of projects. This is 
yet another factor which causes abnormal delays 
in completion of projects and achieving the targetted 
benefits. Annexure XI.5 provides an illustration of 
irrigation schemes which have been continu:ng for 
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long periods accompanied by manifold cost-escala
tion. One of the reasons for projects continuing from 
one plan to subsequent ones is their inadequate fund
ing. Since these projects take a long time for com
pletion, it is necessary that these are planned in such 
a manner as to yield benefits as the constructiOn goes 
on. 

6. CENTRAL ASSISTANCE, EARMARKING OF 
OUTLAYS AND CENTRALLY SPONSORED 

SCHEMES 

Central Assistance 

11.6.0 I The allocation and the pattern of Central 
assistance has been criticised by several States. 
Their views in this respect are summarised below : 

(i) There are sharp differences among the States 
regarding the criteria for allocation. Some 
have expressed satisfaction with the present 
set of criteria while others have suggested 
some modifications suiting their own situa
tions. Some of the less-developed States 
have pleaded for introducing greater pro
gressivity in the allocation criteria. 

(ii) Almost all the State [Governments have 
emphasised revision of the present pattern 
of Central assistance. They favour a larger 
grant component on the ground that the plan 
investment does not result in commensurate 
financial returns to them. There are, however, 
variations in the specific patterns suggested 
by them. 

(iii) Another criticism is that the formula-assistance 
allocated on the basis of 'special problems' 
(10 per cent) carries an element of discretion. 

(iv) Several States have criticised the terms of 
channelising the component of Central assis
tance for the externally aided projects, viz., 
non-transference of the full amount and 
charging higher interest than paid to the 
international lenders. 

11.6.02 In the Chapter on Financial Relations 
we have de~lt with the c~ntroversy regarding pia~ 
transfers bemg made outside the purview of the 
Finance Commission. We consider here, the allocation 
of Central assistance and the issue that dependence 
of _States on Central. plan assistance to implement 
theu plans curbs their freedom and flexibility. 

11.6.~3 It would_ b~ pertinent, while considering 
the_ ments of the cntena for allocation of Central 
assistance among the States, to take note of the fact 
that the total quantum of Central assistance flowing 
to State plans has several components. An idea of 
these components in the Sixth and Seventh Five 
Year Plans can be had from the following table : 

Sl. C.!ntra I assistance Sixth Plan Seventh Plan No. fer amount amount 

(Rs. (Percen· (Rs. (Percen-
crores) tage) crores) tage) 

(I) (2) (3) (4) (5) (6) 

(i) Hill Areas 560 3.6 870 2.9 
(ii) Triba 1 Areas 470 3.1 756 2.5 
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(I) (2) (3) (4) • (5) (6) 

(iii) North Eastern Council 325 2.1 515 1.9 

(iv) BJrder Areas Develop-
ment programme . * • 200 0.7 

(v) Other Programmes 58 0.2 

(vi) Externally Aided Pro-
jects., 1,450 9.5 3,800 12.8 

(vii) 8 S:>ecial Cctegory 
states 3,245 21.1 7,102 23.9 

(viii) Formula assistance 
under Modified Gad-
gil Formula 7,700 50.2 16,525 55.6 

(ix) I. A .T. P. **Formula 1,600 10.4 

(X) Less Adjustment for 
advance plan assis-
tance given for relief 
works .. (-)149 (-) 0.5 

TOTAL 15,350 100.0 29',737 100.0 

*Not separately indicated. 
**Income Adjusted Total Population. 

11.6.04 It would be seen from the above table 
that about 55 per cent of the total Central assistance 
is passed on to the States under the Modified Gadgil 
formula. In this, the dominant factor is population 
(60 per cent), which is a scale factor. However, 
progressivity is contributed by two criteria-'Per 
Capita income below national average' (20 per cent) 
and 'Special Problems' (10 per cent). Earmarking of 
funds for special category States and for special areas 
serves the purpose of channelising Plan investment 
into the more backward areas. The requirements of 
the relatively weaker States is taken care of through 
need-based allocation considered individually and/ 
or application of a special liberal pattern wherein 
90 per cent of the assistance is given by way of grant. 
On the other hand, additional assistance on account 
of externally aided projects has helped the advanced 
States as they are better situated to formulate and 
expeditiously execute these projects. But this reduces 
progressivity. The pattern evolved over the years is 
a complex mosaic, providing, inter alia, for the needs 
of weaker States, specially backward areas. 

11.6.05 It will also be relevant here to point out 
that allocations under some of the components of 
Central assistance outside the Modified Gadgil For
mula, are >lso b1sed on pre-determined criteria. For 
examble, Special Central Assistance for the Tribal 
Sub-plans is done on the basis· of~ three-factos for
mula viz., total Scheduled Tribes population in the 
State' (50 per cent wei\lhtage); area occupied ~y Sche
duled Tribes populatiOn (30 per cent wetghtage), 
and inverse proportion of State Domestic Product 
(20 per cent weightage). • 

Similarly, special Central assistance for Sub-plans 
of hill areas (of Assam, Uttar Pradesh, West Bengal 
and Tamil Nadu) is distributed among the concerned 
States on the basi s of hill-area and population with 
equal weightage. In the Western Ghats region (in 

6. Government of India, MinistrY of HJme Afftirs-Report 
of the Working Group on Tribal Developmellt during the Sixth 
Plan (1980) p.24. 

Maharashtra, Karnataka, Kerala, Tamil Nadu and 
Goa), the Special Central assistance is allocated with 
75 per cent weightage to area and 25 per cent to 
population. 7 

'11.6.06 In individual segments, the allocation of 
Central assistance among the States will appear to 
be based on relevant considerations. But, given diffe· 
rential fiscal ~apabilities of the States, their impact 
on plan requuements needs to be examined in its 
totality. Several State Governments have represented 
to us that Central assistance flowing to them does 
not correspond to the criteria suiting their circums
tances. 

11.6.07 Any change in the allocation crikria of 
Central Plan Assistance should be preceded by a 
comprehensive examination. As the differett compo
nents of Central assistance for the State Plans got 
incorporated at different points of time, we are of 
the view that such a review is over-due. In view of 
acute overall constraint of resources, lt system will 
have to be evolved which, while ensuring a measure 
of equity, would at the same time encourage efficiency 
in the mobilisation and use of resources. 

11.6.08 Ours is a vast and diverse country. It 
is a Union of Stales, both large and small. It is well
nigh impossible to evolve a single formula which 
would satisfy all the States, for the simple reason 
that States have very different resource endowments 
and levels of development. Each State has its own 
peculiar problems. There are less-developed regions 
even within advanced States. We have to view the 
existing arrangements in the above context. Indeed, 
in making overall allocations a reasonable balance 
has to be struck so that while providing for sufficient 
progressivity to the relatively backward States the 
pace of development of the more advanced State 
is not 'significantly restricted. Discontent in richer 
States can be no less troublesome than that in poorer 
States. We are of the view that the NEDC is the most 
appropriate forum where such matters should be 
discussed and national consensus arrived at. 

11.6.09 The suggestion made in the Chapter 1 
on Financial Relations that richer (or advanced) 
States, which are better equipped to service loan 
funds should be encouraged to take loans and thereby 
release more grants for enabling the poor (or back
ward) States to build up the necessary infra-structure, 
needs to be given special attention. We may also 
reiterate here the principle that Plan loans from the 
Union and, indeed, other borrowings by the States 
also, should be, as far as possible, utilised for such 
schemes which will yjeld sufficient returns within 
a reasonable time to enable the States to service 
loans. 

11.6.10 We are of the view that a time has come 
to review the two-fold loan-grant pattern of Central 
assistance, 70 : 30 and 10 : 90, and replace it by suitable 
three or four-fold patterns, such as 70:30, 50:50 
and 20:80, or 90:10, 60:40, 40:60 and 10:90, 
respectively, taking into account loan servicing capa
city of the States and their per capita State Domestic 
Product. A decision may be taken by the NEDC on 

1. G:JVe'"nment of India, Pl:tnning Commis'iion-Seventh 
Five Year Plan 1985-90, Vo/.11, p. 338. 



this after expert examination by Planning Commi~
sion and consideration of various options. The revi
sion of the pattern of Central assistance favounng 
a higher grant component will reduce the n~ed for 
extensive debt-rescheduling by Finance CommiSSions. 

t 1.6.11 The ten· per cent allocation made I?· 
wards the 'Special problems' of the States Witlun 
the Modified Gadgil Formula, is often criticised as 
a discretionary element. It may be pointed out th<,t 
although no prior data-based criteria are used to 
determine this allocation, there are reasonable bases 
for the same. Till the Fifth Five Year Plan, the special 
problems were generally reckoned in terms. of needs 
of hill and tribal areas, desert areas, poor mfrastruc
tural and social overhead facilities, etc. Many of 
these are now included in the Minimum Needs 
Programme and in the Sub-plans and special program
mes. The 'Special Problems' component of Central 
assistance is reported to be increasingly utilised to 
make up for the shortfall in plan-resources.• Alon!l 
with otl1er components, the ten per cent allocatiOn IS 
rise fix.• for the I-ivt Y t' r PI: n j'(.ri< c. Inc dtes 
not permit any changes year to year. While we are 
not suggesting any inter se change in the set of cntena, 
which requires detailed exercises with a number of 
optivns. it m y be nvtcd th tt the rea 1 ; xtent c f discn:
tion wh;ch is compl" ined cf, is in pr2ctice, much less 
th<r{ 10 p~r cent in view :;fa number of <Jther condi
tivns prescribed. Flexibility to this sm< ll extent, in 
our vi~w is not onlt in~vitabl~ but desir<ble to cope 
with unf,)rescen contingencies. 

11.6.12. · A view has been exprbsed that there 
is no rationale for the size of the Central assistance 
for the Plan. This has been followed by a suggestion 
that the National Development Council should 
determine the size of Central assistance. At present, 
in the context of the Five-Year Plan, the basic exer
cise about the size of Central assistance is done by 
the Planning Commission in consultation with the 
Ministry of Finance. The same is approved by the 
National Development Council along with the 
pattern of financing of the Five Year Plan. For the 
Annual plans, however the size or Central assistance 
is left to be determined by the Planning Commission 
in consultation with the Ministry of Finance in the 
light of the approved Five Year Plan. For the five
year period, the Central Plans assistance actually given 
is observed to be more than what was initially ap
proved by the National Development Council. We 
have already noted that the NEDC should discuss in 
detail the strategies to be adopted in the Five-Year 
Plan as also the sectoral allocations and the split 
between the Union and State Plans. Based on the 
decisions of the NEDC in regard to the above, the 
quantum of Central assistance for State plans can 
be determined by the Planning Commission, after 
taking into account the resources of the States. 
Central assistance is to be reckoned as a part of overall 
resource exercise for the Plan .. Tile determination of 
its overall si7e, etc. will be sound if the States' own 
resources are estimated realistically. T~ese are the 
matters which may be perior' ically reviewed by the 
NEDC during the course of a Five Year Plan. We, 
therefore, do not consider it desirable that the NEDC 
should as such concern itself with the determination 
of the size of Central Plan assistance. 

8 • L·kdtwlld, D.T.-'PlanFinanccin a Feder.i:!IEconomy' 
Yojm;a, ~by 16, 1979, p. 9. 
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11.6.13 It has been complained by a numbe.r of 
States that Central assistance for the externally mded 
projects is not transferred to them in full and that 
the Union Government charges a much h_Igher rat~ 
of interest (over 8 ·75 per cent now) on 1t, than 1t 
itself pays to the foreign lenders. It is und~rstood 
that channelling of external aid to the States IS done 
as part of the integrated financial management. of 
Union Government's debts. The amount received by 
the Union Government is treated as part of it own 
finances out of which the aid is provided to the States. 
Union Government has pointed out that wh1le ItS 
present weighted average rate of interest on ell.tcrnal 
borrowings is 2 ·5 per cent, the we•ghted average. m 
regard to all borrowed funds is 9 ·9 per cent as agamst 
average interest rate of about 8 ·75 per cent charged 
to the States on Central Loans. If the Slates in which 
foreign aided projects are located, pay 2 ·5 per cent. 
other States will have to pay much more than 8 ·75 
per cent. This will not be equitable, specially because 
bulk of the States with foreign aided projects are 
generally more advanced than others. We woul?, 
therefore, emphasise that a segmented approach m 
this regard should not be followed. It IS, however, 
desirable that the entire rationale and procedure 
should be explained or clarified for a better under
standing to the NEDC. 

Earmarking of Outlays 

11.6.14 In Section 3 of this Chapter we had noted 
the rationale and coverage of the mechanism of 
earmarking of outlays. Some of the States have com
plained that the system of earmarking reduces their 
freedom and flexibility in utilising resources in ac
cordance with their priorities. They have also drawn 
attention to the fact that a very large part-60 per 
cent-of the total outlay is earmarked. On the 
other hand, Planning Commission has pointed om 
that it is only for the very important segments of the 
plan that resources are earmarked, e.g., irrigation 
and power projects. Even when a sector is earmarked, 
within the sector there is considerable flexibility. For 
example, outlay in regard to Agriculture is in t< tality 
earmarked, but within this sector for programmes 
like minor irrigation, soil conservation, etc., it is 
not earmarked individually. Further, they have also 
drawn attention to the procedure wJ,ich permits 
reasonable changes in the earmarked outlays if 
proposals for the same are sent to the Planning Com· 
mission before a stipulated period (upto November) 
each year. 

11.6.15 In a developing economy with resource 
constraint, it is only rational to ensure purposive 
utilisation of funds. There can be no two opinions 
that diversion of resources from high priority pur
poses should be strictly discouraged. We n. te that 
the system of block assistance to the States was evolv· 
ed at the beginning of the Fourth Plan in order to 
give the States a greater flexibility in the utilisation of 
resources. Earmarking of as much as two-thirds of 
the total outlay, it has been alleged, erodes the 
flexibility given to the States. We note that earmarking 
of. o~tlay~ is ~o.ne i_n regard to sectors of high national 
pnonty hke 1mgatwn and power. We are of the view 
that the system of earmarking is essential to ensure 
that plan priorities are observed in the overall national 
interest. But there should be judicious selection of 



projects and programmes for earmarking. Once 
selected, t~e ~armarking should be strictly enforced 
as otherwise It would be a meaningless exercise. 

11.6.16. We recommend that a periodic review 
of the system of earmarking of outlays is desirable 
and should be discussed and approved by the NEDC 
along with other aspects of the Central assistance 
mechanism before the beginning of each Five Year 
Plan. 

Centrally Sponsored Schemes 

11.6.17 The Union Government incurs substan
tial expenditure on subjects included in the State 
List, mainly in the form of Centrally Sponsored 
Schemes. Annexure-X1.6 gives the break-up of the 
Sixth Plan outlay for Union, States' and Union Terri
tories' Plans by heads of development. It may be 
seen that while agriculture and rural development 
are mostly State subjects, about 43 per cent of out
lay on them has been in the Central Sector Plan. 
Under Rural Development, the programmes of Inte
grated Rural Development and National Rural 
Employment Programme account for the bulk of the 
Union's plan outlay. Even in the sphere of village 
and small industries, the Union's plan outlay accounts 
for about 52 per cent of the total outlay. Under 
Health (including medical), Housing, Urban Develop
ment and Water Supply which are exclusively in the 
State List, the outlays in the Central Sector Plan are 
quite sizeable. 

11.6.18 It would appear from the above that the 
Union Government has assumed responsibility. 
generally through the Centrally Sponsored Schemes, to 
support development efforts in several subjects whic:1 
essentially belong to the States. These schemes hav: 
grown considerably over the years. The proliferation 
of Centrally Sponsored Schemes was noted by the 
A.R.C. in 1967. For a long time this has been a matter 
of serious concern to the States, especially because 
most of the schemes belong to their constitutionally 
defined spheres and many of them are staged to be 
well within their competence. With a view to contain
ing \hem, the National Development Council laid 
down a set of criteria in 1971 and also recommended 
limiting Central assistance on them to !/6th or !/7th 
of that for the State Plans.• In 1979, on N.D.C.'s 
recommendation it was decided to transfer 72 schemes 
to the State Sector and retain only 75 schemes, of 
which 60 schemes were to be shared on 50 : 50 basis 
and 15 schemes were to be financed entirely by Cent
re.l• But during the Sixth Plan period, these schemes 
have again multiplied from 75 in 1980-81 to 201 in 
1984-85. The outlay on them has increased from 
Rs. 1,238 crores in 1980-81 to Rs. 3,004 crores 
in 1984-85.11 In the Seventh Five Year Plan, a total 
of 262 Centrally Sponsored Schemes (including 24 
of autonomous bodies) have been included with a 
Central Sector outlay of Rs. 15,757 crores. 

• .. GJv~rn.nent of ln:ih, PI lnning C:Jmmission-Report 
of the r!:Apert Committee on "the Role of Centra//y Spon ored 
Schemes in Seventh Plan (1985) (Ch1irm1n : K. Ramamurti). 
(Mime<'graphed), p. 23. 

10. Op. cit., p. 16. 

"· Op. ell , p. 5. 
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11.6.19 During the Sixth Plan, out of 200 Central
ly Sponsored Schemes, 53 were under Ministries of 
Agriculture and Rural Development. The total assist
ance for the Centrally Sponsored Schemes account
ed for Rs. 9313 cr,Jres C•Jmp~r!d to the Central 
assistance for State Sector plan of about Rs. 20,000 
crvres.u 

11.6.20 The States have, by and large, criticised 
the Centrally Sponsored Schemes on the following 
grounds : 

(a) Lack of consultation with them before they 
are introduced. 

(b) Arbitrariness or discretion introduced in the 
transfer of resources on this account. 

(c) Examination of even the minutest detail by the 
Union Government instead of leaving 
the detailed formulation to the States within 
broad guidelines. 

(d) Distortions introduced in the State Plans 
on account of the matching principles. The 
lure of 50 per cent of Central assistance induces 
the States to accept some of the schemes even 
though they themselves do not give high 
priority to them. 

(e) Union Ministries build their own empires 
supported by the conc~rned Departments of 
the State Governments, in opposition to those 
responsible for coordination of planning and 
finding resources for the accepted plan. 

(f) The uniform approach and contents generally 
followed in the case of Centrally Sponsored 
Schemes do not take into account the wide 
diversity in the local situations. 

11.6.21 An overall policy with respect to Centrally 
Sponsored Schemes does not exist. There is over
lapping of coverage in the schemes sponsored by 
different Union Ministries. At State level also, the 
consultations are made directly with concerned 
departments and such schemes are not well integrated 
with the States' Plans from the beginning. The dis
continuation or modification of such schemes in some 
cases is also alleged to have been wasteful in terms of 
infrastructure developed for them. 

11.6.22 There are, however, no reservations about 
the need for Centrally Sponsored Schemes in the 
spheres of survey, research, pilot projects and pro
grammes of inter-State relevance. The States are 
quite sensitive when programmes within their own 
spheres and competence, are brought under the 
Centrally Sponsored Schemes, and as has been alleged, 
without sufficient prior consultation with them and 
with rigid conditionality. States ha':'e al~o been 
critical of inclusion of programmes mvolvmg large 
outlays ostensibly in fulfilment of important national 
objectives. 

11.6.23 This matter has been examined recently 
by a Committee set up by the Planning Commission 
under the Chairmanship of Shri K. Rama murti. 
The Committee has suggested that Centrally Spon
sored Schemes should form an integral part of the 

''· Op. cit., p. !6. 



National Plan. A Centrally Sponsored Scheme should 
satisfy one of the following criteria for being taken up 
as Centrally Sponsored Scheme : 

(a) It should relate to demonstration, pilot projects, 
survey and research; 

(b) It should have a regional or inter-State charactet, 

(c) It should aim at building up institutional frame
work for the country as a whole or a region; 
and 

(d) It should be in the nature of pacesetter with a 
definite time-frame within which the objectives 
outlined are sought to be realised. 

In evolving the above criteria, the Ramamurti 
Committee sought to identify the areas in which the 
Union Government's initiative was justified. Th,. 
Committee also took into consideration the set or 
four criteria evolved by the NDC earlier and tried 
to remove ambiguity with respect to them. 

11.6.24 Earlier in 1967, the Administrative Reforms 
Commission had also recommended that the number 
of Centrally Sponsored Schemes should be kept to 
the minimum and the criteria laid down for determin
ing which projects should be Centrally Sponsored 
should be strictly applied. 

11.6.25 We are m full agreement with the views of 
tl e NDC that the number of Centrally Sponsored 
Schemes should be kept to the minimum. We endorse 
the criteria laid down by the Ramamurti Committee. 
We note that some of the current Centrally Sponsored 
Schemes involved very small outlays and could as 
well be implemented by the States. The Ramam';Uti 
Committee had recommended that except the ptlot 
projects no schemes with an All-India coverage a11d 
with an outlay less than Rs. 25 crores should be 
selected as Centrally Sponsored one. In case of 
schemes applicable to selected States this limit 
should be Rs. 10 crores. We endorse this approach 
subject to quinquennial review of the increase in 
costs of the schemes. The need for the Union Gov
ernment initiating pilot projects even in regard to 
subjects in the States' sphere, ~aving_ a~ inter-State, 
regional or overall countrywtde s1gruficance but 
carrying high national priority, is recognised. But 
these should be formulated in prior consultation with 
the States. Once a programme has passed the pilot 
stage and accepted as desirable for implementation 
on a larger scale, it should appropriately form part 
of the State-Plans. 

11.6.26 It is of utmost importance that Central 
assistance for these schemes, which is intended to 
be a selective involvement of the Union in States' 
subjects, should be kept to a minimum in relation 
to the Central assistance for the State Plans. We 
recommend that the ratio of these recommended 
by the NEDC from time to time, should be adhered to. 

11.6.27 We recommend that the Centrally Spon
sored Schemes should not be normally started during 
the middle of a Five Year Plan, as they put unfore
seen burden on the finances of the States by requiri~ 
them to provide for the matching funds. Should it 
become necessary to initiate any Centmlly Sponsored 
Scheme during the course of a Five Year Plan, 
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its approval by the ~tanding Co~mittee of. the 
NEDC should be obtamed. The en~ue expend1t':lre 
on such a scheme, atleast till the exp1ry . of that Five 
Year Plan, should be borne by the Uruon Govern
ment. 

II 6 28 We consider it very important that the 
Stat~ ·Governments should be fully involved in 
determining the contents and coverage of th~ <;en
trally Sponsored Schemes so that local Vllpatlons 
and likely difficulties in their implementatiOn are 
taken care of. Even after formulation of the Scheme, 
sufficient flexibility should be allowed to the States 
in adapting them to local conditions. The Centrally 
Sponsored Schemes should be discussed with the 
States, individually, alongwith their F~ve Y ~ar Plans 
and again during the Annual Plan discussions. 

11.6.29 It is understood that on important Cen
trally Sponsored Schemes like IRDP, NREP and 
RLEGP" conferences of the representatives of 
the State 'Governments have been organised by the 
Department of Rural Development. These confe
rences are found useful in conducting a sort of con
current evaluation and in exchanging experience in 
implementation. We have been informed by the 
Ministry of Agriculture, Cooperation and Rural 
Development that for some schemes State Level 
Sanctioning Committees have been set up which 
decide the contents of the schemes within the broad 
guidelines provided by the Union Government. With 
respect to schemes of rural development, criteria of 
allocation and procedure for release of assistance are 
also reportedly decided in consultation with the States. 
In case of a few schemes in the agricultural sector, 
inter-scheme transfer of funds for the approved 
projects bas been allowed to the State Governments. 

11.6.30 It is necessary that an overall review of the 
Centrally Sponsored Schemes should also be made 
periodically. This could te done by the NEDC. We 
note that in November, 1985, the NDC constituted 
a Committee (Chairman : Shri P. V. Narasimha 
Rao) to review the various aspects of the Centrally 
Sponsored Schemes. This is a step in the right direc
tion. 

11.6.31 We strongly recommend that the process 
of decentralisation in respect of formulation and 
evaluation of Centrlly Sponsored Schemes should be 
pursued further and differences in local conditions 
given proper weightage, specially with reference to 
agriculture and poverty alleviation programmes like 
IRDP, NREP and RLEGP. 

7, INSTJTUTIONALI ISSUES 

Planning Commission-Criticism and Suggestions 
for Improvement, the Evidence 

ll.7.01 The main criticism voiced by several State 
Gove~nments an? ~xperts is that over the years the 
Planrung Commission has come to function as a 
lin;t~ of the Union Government, a far cry from the 
ongmal concept of an expert advisory body serving 
both the Union and the States "free from the burden 
of day-to-day administration". This criticism is 

"· IRDP=Integrated Rural Development Programme 
NREP= National Rural Employment Programme 
RLEGP=Rural Landless Employment Guranlee Progr amm 



based on the silent or vocal premise that the Union 
Government has assumed too dominant a role in the 
formulation of Plans, even in areas which are very 
much a part of States' responsibilities. Some of 
the knowledgeable persons have pointed out that 
ma~y a time the Planning Commission is by-passed 
or 1s not given due opportunity to examine and 
render independent advice on the development 
policies and programmes. It has also been alleged 
that sometimes the Union Ministries and Depart
ments seek to use the Planning Commission as an 
instrument to get the States to fall in line with their 
own thinking. Frequent changes in the composition 
of the Planning Commission and insecurity of tenure 
of its members is seen to be attempts by the Union 
Government at securing conformity. 

ll. 7.02 Most State Governments are of the view 
that the Planning Commission should not only work 
independently, without being influenced or dictated 
to by the Union Government, but should also be seen 
to be so functioning as an impartial body on objective 
principles. These perceptions have led the State 
Governments and experts to suggest a variety of 
remedial measures. At one end of the spectrum are 
several State Governments and many experts who 
in their publications, or in their submissions to us, 
have suggested that the Planning Commission should 
be converted into a statutory institution so that it 
becomes more of a professional and expert body, 
less prone to political influence. The point which is 
sought to be made out is that a body like the Planning 
Commission should not only work independently 
without being influenced or dictated to by the Union 
Government, but should also be seen to be so func
tioning as an impartial body on objective principles. 
The proponents think that this object can be effecti
vely achieved only by converting the Commission 
into a statutory body subservient to the NDC, manned 
wholly by distinguished experts with assured tenure. 
This step, it is believed, will insulate it against 
political pressures. Another objective of making it 
statutory, the proponents think, is that it would 
become obligatory for the Union Government as 
well as the State Governments to seek its advice and 
pay it due regard. 

11.7.03 At the other end of the spectrum are many 
State Governments and experts who, while arguing 
strongly for making the Planning Commission an 
independent body consisting of expert, functioning 
and rendering advice, free from political pressures, 
point out that making the Planning Commission a 
statutory body would introduce avoidable rigidity 
in its functioning. One of them has stated that it 
would be impractical to adopt the view that the 
Planning Commission should be made independent 
of both the Union and the State Governments. This 
State Government is also of the view that the Plan
ning Commission must nece>sarily continue to remain 
an arm of the Union Government but discharge its 
functions in a federal spirit and has suggested re
structuring of the Planning Commission with profe
ssional experts and also giving representation to the 
Chief Ministers on a zonal basis. Another State 
Government has observed : "A legal framework is 
usually not suitable for dealing with rapidly changing 
situations through a multitude of implementing 
agencies". Yet another State Government has pointed 
out that in making the Planning Commission an 
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auton.omous body unde~. the N~C for over-seeing 
Plan mvestment and dec1s1on makmg at the national 
level, t~ere ar~ a.dvantages as well as disadvantages. 
A~c<?rdmg to. 11, 11 wo~ld make the Planning Com
miSSIOn acqutre more mdependence and objectivity. 
On the other hand, the disadvantage will be that 
keeping in view the federal structure of the country 
a!Jd the changes that may take place in the comple
XIon of the State Governments from time to time, 
the coherence and directions of planning may suffer. 
They are of the view that on the balance, the structure 
of the Planning Commission as presently constituted 
could continue although it is important that it is the 
shortcomings are removed, 

11.7.04 It has been suggested by one State Govern
ment that the responsibility of the Planning Com
mission may be limited to the Central sector of the 
economy, the preparation of the State sector plans 
being left entirely to the respective State Planning 
Boards. The Planning Commission should cease to 
perform a coordinating role with regard to State 
Sector Plans and there would be no need for Re· 
sources Working Group discussions with the States 
for their Plans. 

11.7.05 Regarding the composition of Planning 
Commission also the views differ. A few States, as 
also experts, have suggested formal representation 
of the States on the Planning Commission, e.g., 
by including two Chief Ministers as Members for a 
year or two on rotation basis. But most of the 
suggestions favour that the Planning Commission 
should have the character of a high-level technical 
and advisory body with experts in the fields of econo
mics, management, science and technology, etc. 

11.7.06 A few State Governments and others have 
suggested that the Planning Commission and the 
Finance Commission should be merged, 

11.7.07 It is felt by most of the State Governments 
and some experts that monitoring and evaluation 
systems are weak both at the Centre and in the States. 
Setting up of adequate machinery to improve them 
and to evolve suitable techniques of monitoring have 
been suggested in most of the replies. 

Role of Planning Commission 

11.7.08 In order to examine the validity of the 
above criticism, it is necessary to recapitulate the 
role of the Planning Commission. We have noted in 
paragraph 11.3.03 that one of its important functions 
is the assessment of the material, capital and human 
resources of the country. In performing this function, 
it also estimates the amount of Central assistance 
which should be transferred to the States towards 
their plans. It also estimates, alongwith the Ministry 
of Finance and the Reserve Bank of India, capital 
resources that are likely to be available and the extent 
to which these can be utilised for the Public Sector. 
It renders advice in regard to priorities to be 
followed. The approval of the Planning Commission 
is necessary in regard to major irrigation and power 
projects before they are taken up for execution by 
the States. Planning Commission also gives advice to 
the Union Government in regard to investments in 
the public sector projects and programmes. It partici
pates in the appraisal of the projects of the Union 
Government. 



11.7.09 Planning Commission also monitors the 
overall progress of the Plan implementation of both 
the Union and the States and helps in indentifying 
bottlenecks and remedial measures. 

11.7.10 The charter of the Planning Commission 
envisages certain functions to be entrusted to it by 
the Union. In practice, it performs, inter alia, the 
following functions : 

(i) The Project Appraisal Division undertakes 
appraisal of all projects and programmes 
above a certain level of investment. 

(ii) Any new Plan programme or project has to be 
vetted by the Planning Commission before it 
goes to the Finance Ministry for acceptance 
of the financial provisions. 

(iii) The Working Groups dealing with the Central 
Ministries, are presided over by either the 
Member or the Secretary of the Planning 
Commission. The relevent technical Division 
in the Planning Commission examines the 
details with the offict.rs of the Ministry before 
the Working Group meets. 

These functions are essentially advisory in nature. 
One should not lose sight of the fact that the national 
Plan consists of the Plans of the Union and the States 
and is implemented by the Union and State Govern
ments. There are several advantages in the Planning 
Commission carrying out these functions because it 
helps in the allocation of the limited funds according 
to accepted priorities and in observing inter-sectoral 
balances. It helps to develop national infrastructure 
to support the State Plans. 

II. 7.11 We have considered the various views 
placed before us carefully. Economic and social 
planning does not merely depend on the professional 
advice of experts. It is also a matter of political 
consideration and decision. Divorced from the 
latter, the Planning Commission will lose its mo
mentum. It is the association of the highest political 
executive, which is the motive force behind the plan
ning process. This propelling force and leadership 
comes from the Prime Minister and other Union 
Ministers. The fact that the Planning Commission 
is headed by the Prime Minister and includes the 
Union Finance Minister, not only gives it stature, 
but also ensures at a very early stage of plan formula
tion the ,commitment of the Union to the policies, 
programmes and financial outlays, including levels of 
central assistance. If the Planning Commission is 
reconstituted by a statute giving it an autonomous 
status, divorced from the political executive of the 
Union, its working will be stymied by legalisms, 
rigidities and technicalities, which are inherent in 
inflexible statutes. If the statute-as is suggested by 
one State Government-sharply compartmentalises 
its functions in regard to Union and State Plans, the 
planning process will be marred by conflict and dis
cord rather than coordination and harmony. Such a 
statutory system of planning will be antithetical to 
the basic principles of cooperative federalism which 
its proponents claim to aspouse. Further, a statutory 
status for the Planning Commission, if it dissociates 
its working from the Prime Minister or the Union 
Government, will make it lose its mobility and 
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momentum. There can be little doubt that for promo
. tion of socio-economic development an activist insti-. 
tution propelled along dynamic course towards its 
goal by the united will of the nation would be more 
efficient to deliver practical results than a statutory 
body hamstrung by technicalities and possible discord. 

11.7.12 As pointed out earlier, 'Economic and 
social planning' has an interface with matters in all 
the three Lists of the Seventh Schedule. The very fact 
that the item 'Economic and social planning' has been 
placed in the Concurrent List postulates that the 
Union is competent to lay down a national policy 
ensuring uniformity in its main principles. It must 
be remembered that the Five Year Plans deal with 
many matters within the exclusive competence of the 
Union. Control over monetary policy, banking, foreign 
aid and loans, foreign exchange, foreign trade and 
other financial subjects which are crucial to economic 
planning, vests in the Union. Many other· subjects 
having an inter-face with planning such as mines and 
minerals, important industries, railways, shipping 
in inter-State rivers, inter-State transpc rt, inter-State 
communication, radio and television, etc., are under 
the control of the Union. These apart, the bulk of 
the development finance for the States which is the 
life-blood of planning, comes from the Union. The 
concept of planning involves a coordinated devek p· 
ment of social and economic activities of the nation. 
Another, but no less important, purpose of planning 
is removal of regional disparities. Planning, therefore, 
is best undertaken in a national perspective under 
Central leadership. 

11.7.13 For the reasons given in the preceding 
paragraphs, we do not support the suggestion for 
converting the Planning Commission into a statutory 
body. We have suggested in the succeeding 
paragraphs, certain procedural reforms. Indeed, 
if these are not fully and effectively implemented, 
the pressure from the States on the Union for defining 
the role of the Planning Commission and the NDC 
by a statute will go on increasing till it becomes irre>i
stible and leaves the Union no alternative but to 
submit to it against its better judgement. 

II. 7.14 Planning in our country involves channeli
sation of development efforts in the context of inter
dependent economic situation and processes. The 
National Plan is not only a plan for the Central 
Sector but also a coordinated plan of the States. As 
pointed out earlier, a close coordination between 
the Union and the States in the planning process is 
essential. The Planning Commission has been per
forJ?inl! a dual rol~ as, besi~es advising and partici
patmg m the plannmg funct10ns of the Union Mini
stries, it has also been advising the States and co
ordinating their plans. Its tasks are overseen by the 
NDC. This arrangement has well-answered our 
planning needs. In view of these reasons we cannot 
support the suggestion that the Planni~g Commi
ssion's role may be limited to the Central Sector of 
the economy and that the preparation of the State 
Sector Plans should be exclusively left to the State 
Planning Boards. 

11.7.15 The Union and the States have become 
familiar with the working of the Planning Commission 
and the NDC during recent decades and have become 



well aware of their merits, utility, deficiencies and 
limitations. The remedy, therefore, lies in reforming 
these institutions and their working, assuring at the 
same time full and effective consultation with the 
States at all stages of the planning process so that they 
feel that their role in it is not that of a supplicant, 
but of an equal participant. 

11.7.16 Conventions have a great role to play in 
this connection. If healthy conventions are estbalished 
in regard to consultation with the Planning Com
mission and due weight is given to its recommenda
tions, then all apprehensions in regard to domina- . 
tion by the Union and Planning Commission being 
a limb of the Union Government would disappear. 

-It is pertinent to note that while the Planning Com
mission functions as an advisory body, it is the NDC 
that takes all the final decisions. The size and con
tents of the Plan, the objectives and strategies are 
all decided by the NDC, which is th~ highest political 
body at the national level. We have made several 
suggestions later to make its functioning mor~ eff&c
tive. 

11.7.17 Indeed, perceptions regarding by-passing 
of Planning Commission in taking major investment 
decisions h& ve led to the demand for making it a 
statutory body. We recommend that tbe Planning 
Commission must be consulted in taking all major 
investment decisions, 

11.7.18 Some of the apprehensions expressed in 
regard to the capacity of the Planning Commission 
to act ot-jectively. seem to arise out of the frequent 
chan!!eS made in its composition. Doubts about 
its credibility also arise if a politician is appointed 
as its Deputy Chairman. It is pointed out that the 
Fifth Plan and the Commission which bad prepared 
it, were terminated ahead of the normal schedule. 
The Sixth Plan was drafted in 1978 by a new Planning 
Commission with the change of the party ruling at 
the Centre. A similar tr.:atment to the panel of the 
Commission was again meted out in 1980. Even 
when thll same ruling party continued in power, there 
were frequent changes in the composition of the 
Planning Commission. 

11.7.19 We recommend that to remove these 
misgivings about its capacity t<;» act objectively! ex
perts with esta~Iished reputation _for professtonal 
integrity and cahbre should be appomted to tts panel 
for sptcifi~d terms. 

11.7.20 We further recommend that. the Deputy_ 
Chairman should invariably be an emment expert, 
who can command the respectofthe Union as well as 
the State Governments, by his objectivity and stature 
and should not be seen as a political appointee. 
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11.7.21 No planning process can be succ.essful 
unl.:ss both the Union and the States have and dtsplay 
total commitment to it and observe the: necess~ry 
discipline. We note that the State Plans are suffe~mg 
from the fact that their Planning Boards are not m a 
position to perform a corresponding role at the State 
level. If only the State Planning Boards wer~ en
abled to function in the same manner as the National 
Planning Commission, there would have .beon great.:r 
adherence to Plan priorities, better mamten~nc~ of 
inter-sectoral balance and less ofdepartrnentahsatton, . 

An effective State level body would greatly htlp the 
Planning Commission at the national level in asses
sing States' resources and making inter-sectoral 
allocations in a more realistic m:nner. In fact, th, 
Planning Commission would then be able to limit 
its scrutiny to the eore sector plan of th~ States, 
leaving the rest to be determined by the State level 
body within the broad parameters of th~ accepted 
national plan. 

11.7.22 We now consider the suggestion that 
the States should be represented on the Planning 
Commission in some form or another. The NDC 
is the political forum for taking decisions at the 
national levd. We have recommended subsequently 
that the NDC should be reconstituted under Article 
263 to give it a 'Constitutional' st2tus and authority 
and to provide closer and fuller participation by th~ 
States in the entire proc~ss of planned dtvelopment. 
The planning Commi~sion should operate under its 
guidance. If this recommend?tion is accepted, it will 
be neither necessary nor desirable to provide repre
sentation to the States on the Planning Commission. 

11.7.23 The next question for consideration is 
whether there are any deficiencies in the existing 
charter of the Planning Commission which in any 
way inhibit its functionirg. We note that the areas of 
rt;sponsibility now set out are comprehensive and do 
not require any amendment. However, we would like 
to draw attention to some aspects of its role which 
have not received the attention necessary and tre 
important for bringing a bout qualitative improvements 
in planning as well as for promoting bett~r under
standing in Union-State relationship in this regard. 

Allnual Review of Finances 

11.7.24 So far as the respective roles of Central 
tranfcrs to the States on the recommendations of the 
Finance Commission and the Planning Commission 
are concerned, we have already commented on the 
issue in the Chapter on Financial Relations. Here we 
would like to emphasise that after the report of the 
Finance Commission, the occasion for a review of the 
Union &nd States' finances arises in the context of 
resource exercis., for the Annaual and Five Year 
Plans. It is of utmost importance that the complement 
of non-plan financa~ of the States is looked into in 
detail by the Resource Working Group of the Plann
ing Commission. Detailed analysis of any aberrations 
and significant deviations from the norms of the 
Finance Commission should be made. Besides em
phasising the need for optimum. mobilisation and uti
lisation of resources at the offictallevel, such aberra
tions and deviations should be discusstd, among 
other thirgs, in the meeting between the Deputy 
Chairman and the Chief Minister of the concerntd 
State. 

Monitoring and Evaluation 

11.7.25 Qualitative evalua~ion. of. the Plan. p~o
gramme and concurrent ?lol!ttonng tD some pnonty 
sectors constitute essenttal mputs for plannmg. The 
importance of monitoring for optimum utilisation of 
resources, adherenct to priorities and ensur~g inte~
sectoral balance, cannot bt; over-emphastscd. St
milarly, comprehensive evaluation of programmes 



is essential for proper assessment of the impact of 
Plan p:-ogramm!S. We have been informed. by 
the Planning Commission that it has recently deet~ed 
to monitor (a) the progtess of exp~nduure agamst 
approved plan outlays in all the sectors of the S~ate 
Plan on a quart.;,rly basis, and. (b) progress of a_chlve
m~nts in physical terms agamst targets fixed m the 
case of all prog<amme&/projects in. t~e ~armar~ed 
sectors. Besides, the Planning Comm1sswn, th·: Un1?n 
Ministries also monitor schemes for Poverty alleVJl
tion those for the Scheduled Castes and Scheduled 
Tribes, Power projects and th~ various items of the 
2(l-Point Programme. 

11.7.26 In our opinion, Planning Commission 
sh·Ju!d p:ty special attention to the efficiacy o~ ~he 
monitoring syst~ms in the g.wernment J:>Y a~v1smg 
on techniques and formats. At the same time, 1t may 
continue monitoring of specific programmes and 
keep itself abreast with the progress in the core and 
priority sectors. This is also necessary to c~eck 
diversion of Plan resources. One of the suggestions 
made to us in this regard, and which ~erits attenti?n, 
is the revival of the system of ProJect CompletiOn 
Report in the Governm~nt. 

Quinquennial Review 
11.7.27 We further recommend that besides the 

general reviews C?ntained in the An~ua I Pl!ln and t!Ie 
Mid-term App~a1sal, a comp:·ehens1ve qumquenDia I 
review should be brought out by the Plannng Com
mission, which should be tak,n advantage of in 
finalising the next Five Year Plan. Such a review, 
among other thin/ls, should compare the p:ogress 
made and the qualitative imp:~ct of the p;-ogmmmes 
with th~ long-term and m;,dium-term objectives of 
planning. 

Core Sector Plan -Role of Advisers (State Plans) 

11.7.28 Regarding scrutiny of State Plan schemes, 
we h3Ve already observed that it should not be too 
comp:ehensive in coverag :. However, greater attenc 
tion shJuld b~ devoted to the core sector. A quali
tative imp~ovemeot in the involvement of the Plan
ning Commission in th! formulation, implementation 
and mJnitoring of State Plans is imp~ratively called 
for. In this reg trd, th! role of A1visers (State Phns) 
b~comes crucial. w~ have b~en informed that at 
present there are six Advisers(State Plans) with more 
or less Zone-wise allocations of States/Union Ter
ritories among them. This is a useful arrangement. 
A~cording to the information supplied to us by the 
Planning Commission, they visit the States in their 
charge 'at least once a year, if not more often'. We 
are of the view that these Advisers must visit the 
States more frequently. They could be permanent 
invitees to the meetingsofthe State Planning Boards. 
This will help in transmitting to the States the con
cerns and priorities of the Planning Commission 
on the one hand and help in solving the problems 
of the States and effectiv.: monitoring of the progress 
of their Plans, on the other. 

11.7.29 A State Government has alleged that the 
high turn-over of the senior offic~rs in the Planning 
Commission, particularly from administrative ser
vices, adv.,rsely affects the planning efficiency. The 
Administrative Reforms Commission had also noted 
that th.: stay-period of Programme Advisers now 

380 

called Advisers (State Plans)-was a_bout t.wo years, 
on an average during 19,51-68 and theu posttn g~ were 
often in the nature of stop-ga~ arrangements. Ac
cording to the information supphed. to us by the Plan
ning Commission, the stay of Adv1sers (State Plans) 
"has generally been for three years on .an ave1a$e 
duri11g the Sixth Plan period". It is obvious t!Ia.t rn 
order to build expertise in th~ Planning Comm1Ss1on, 
the officers in senior posts should not only have the 
desired specialisation and compo;t~ce, but should. also 
serve in the organisation for suffic.lently long Pert?ds. 
Serious attention to this ~sP.eCt ~111 have to be g1ven 
by the. Planning Comm1sswn 1tself. · 

Role of Middle Level Officers of the Planning Com
mission 

II. 7.30 The role of middle level o!ficers, viz., 
Research Officers to Deputy Advisers, m the Pla!l
ning Commission in sc~utinisi!lg State Plans and 10 
analysing issues, is cruc1al. It IS found that although 
they are drawn from different disciplines and cadres, 
most of them do not have adequate exposure to 
field situations. We recommend that as part o~ a 
Staff Exchange Programme, officers from the Pla~nmg 
Commission and the State Governments at m1ddle 
echelons should serve at each other's place for reason
ably sufficient periods and suitable incentives and 
facilities made available to them. 

National Development Council 

11.7.31 As'noted earlier, National Development 
Council was expected to be an apex institution for 
arriving at a consensus among_ the Union _and the 
States on various matters relatmg to planmng and 
socio-economic development. However, in the actual 
working of the Council, certain weaknesses have been 
noted. As early as in 1967, the Study Team of the 
Administrative Reforms Commission had found the 
measure of consultation and examination of issues by 
the Council "inadequate" inasmuch as a_spects of 
perspective-Planning and possible alternatives were 
not placed before the Council in sufficient detail. 
It had also highlighted the shortcomings in its ~on
ferencing procedures, viz., short duration of meetmg~, 
delays in the circulation of agenda-papers, use of this 
Council as "a forum for the ventilation of individual 
grievances rather than for collective discussion of 
principles and pc:>licy", etc. The Study Team recom
mended a more systematic and in-depth involvement 
of the Council in all basic questions of planning policy, 
particulrarly those pertaining to goals and objectives, 
and in evolving national consensus.u 

11.7.32 It also recommended a Standing Advisory 
Committee of official advisers from each State and 
the Central Government to assist the Council. 

Criticism and Deficiencies in Working 

11.7.33 There has not been any marked improve
ment in the Council's functioning, even after its 
reconstitution in 1967. Some of the deficiencies which 
have been highlighted are enumerated below : 

(i) The NDC meets only at the initiative of the 
planning Commission which determines its 
agenda. 

u.. GoVernment of Indi~-Administrative Reforms Com
mission-Report of the Study Team on Centre-State Relation
&hip (1967), Vol. I, p. 102. 



(ii) The Council has been approving the Ap
proach Paper and the Draft Plans but has not 
been keeping track of the progress of the 
Plan .. Conside~ation of other policy questions 
affectmg natiOnal development which is 
one of its stated functions, has been infre
quent and insufficient. 

(iii) The frequency and duration of its meetings 
are very in~dequate. Only 39 meetings have 
been held smce 1952; the 37th meeting was 
held after a gap of two years and four months 
whereas the Res~luti~n constituting it specifies 
that the Counctl wtll meet atleast twice 
each year. 

(iv) The Planning Commission does not always 
put before the Council alternative sets of 
p~rspectives, strat~gies and targets along
With the assumptions made to enable it to 
decide among the choices available. 

(v) The conferencing procedure consists of set 
speeches made by Chief Ministers with very 
httle of mutual discussion. -

(vi) The summing up of deliberations often does 
not reflect the variety of views. 

(vii) The time: given to States for crystallising their 
views is often insufficient. 

(viii) The Standing Committees and the Special 
Committees are not formed or convened on a 
regular basis for indepth analysis and con
sideration of issues. 

11.7.34 As a result of the above deficiencies, 
formalism rather than systematic and effective parti
cipation in forging consensus and commitment to 
national policies is observed to have been the domi
nant feature of National Development Council's 
working. It has not been able to guide the Planning 
Commission in identifying the feasible alternatives 
so that a choice can be made from among them 
and has not made critical appraisal of the working 
of the plan and of the policies, affecting national 
development. This has also given rise to such 
complaints, as made by a Chief Minister, that Plan 
strategies and policies have not been put to sufficient 
national debate and informed consideration, and 
have been rather hurriedly put through. 

Suggestions in the Evidence 

11.7.35 In the evidence before the Commission, 
the need to make the NDC more effective in perform
ing its role was emphasised. It has been suggested 
by many that constitutional recognition or statutory 
status should be conferred on this body. The diffe
rent views conveyed to us in respect of the role, com
position and functioning of the NDC are summa
rised below : 

(a) Th~ NDC should exercise greater control 
over the Planning Commission. It should 
have a say in determining the composition of 
Planning Commission also. 

(b) Some have favoured representation of experts 
on this body whereas a view has been expressed 
that the experts should be on the Planning 
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Commission and the role of the NDC should 
be political _dec!sion making and laying down 
natiOnal gutdehnes on planning. 

(c) Some have suggested that the NDC should 
express its opinion on all matters of national 
development and may. be actively involved in 
evolving pulicies of industrial development, 1 
tradel,. and commerce, prices, etc. 

(d) A State Government has suggested that the 
NDC. should approve the guidelines for pre
paration of tho Plans, the approach to the Five
Year Plan, and the quantum and allocation 
of Central assistance for State Plans. 

11.7.36 One State has observed that in order to 
reactivate National Planning as a joint endeavour 
of the Union and the States, the NDC should be rest
ructured so that it becomes the focal point for national 
debate on planning and has urged that it should be 
streamlined and its membership reduced. Some of 
the States are of the view that the present deficiencies 
noticed can be cured if NDC is made a statutory 
body. 

11.7.37 Some experts have suggested that it may 
not be necessary to make the NDC a statutory body 
and that its present role can be improved through 
more frequent consultations and better conferencing 
procedures. An apprehension has also been expressed 
that a statutory status to NDC would create a 'para
He! power centre', which would come into conflict 
with the authority of the Union Cabinet and promote 
groupism at that forum. It should, therefore, remain 
an advisory body. 

II. 7.38 A suggestion has been made that the 
NDC should be reconstituted under Article 263 of 
the Constitution and should be conferred wider 
powers. One State has suggested that it should meet 
frequently or have a standing Committee which 
should meet frequently. Another State Government 
has gone much further and has suggested that all 
economic matters of common interest to the States, 
including proposals of Constitutional amendments 
and reviews of Union-State finances prepared by the 
Finance Commission's permanent secretariat pro
posed by it (viz., a wing in the Planning Commi
ssion), should be brought before the NDC whose 
annual reports should be presented to Parliament 
and State legislatures. 

11.7.39 A State Government has expressed the 
optmon that planning and coordination should be 
the responsibility of the Union which should be 
carried out in a democratic manner through an inter
State Committee, in which the States should ha\e 
equal representation alongwith the Union, and whose 
executive organs should be the NDC and the Planning 
Commission. 

11.7.40 A State Government has suggested that 
a! new organisation, called the National Develop· 
ment Organisation (NDO), may be set up to service 
the NDC. The NDO may include planning and 
development experts supported by a complement ol 
research and ministerial staff. It may function undet 
the administrative control of a Committee appointed 
by the NDC. The NDO may be made responsible fut 



preparing documents with respect to the national 
economy corresponding to the Plan prepared by the 
Planning Commission and the State Planning B?ards. 
The cost of maintaining the N DO may be apportiOned 
between the Union and the States in an agreed manner. 
The role of the NDO will be limited to giving its 
comments on the plans prepared and highlighting 
the departures from the guidelines .. Whit~ these com
ments will be given due constderatwn by the 
Planning Organisations concerned, its . actions on 
these will be entirely its own. Agreed vtews on the 
Plan document will be thrashed out to the extent 
feasible by the Planning Commission and the NDC 
and the remaining differences considered by the N DC 
itself. 

Our Approach 

11.7.41 We have carefully considered the various 
views and suggestions with regard to the status and 
role of the NDC. In the Chapter on Inter-Govern
mental Council, we have drawn attention to the 
imperative need for cooperative action between. t_he 
Union and the States in the formulatton of poltctes 
and their implementation. We have als~ pointed 
out that with economic growth, technologtcal deve
lopment and socio-economic changes, many new 
areas of national concern are emerging. The very 
concept of planning postulates cooperative endeavour 
in the service of the common man. In a large and 
diverse country like ours, planned development is 
critically dependent on consensus and commitment 
at all levels to the objectives and strategies of the 
Plans formulated and implemented from time to 
time. There is unanimity of views that the NDC 
should be made to function more effectively and 
emerge as the highest political level Inter-govern
mental body for giving directions and thrust to 
planned development of the country. 

11.7.42 We think that casting such an institution 
in the tight mould of a sta~u~e. would rna~~ it opera
tionally rigid, whereas flextbtltty and a?tltty to res
pond quickly to changing circumstances ts the essence 
of the matter. But at the same time, NDC as at 
present constituted is unable to impart the necessary 
dynamism to planned development. 

11.7.43 We are, therefore, of the view that being 
the supreme inter-govern_mental body for _all. matters 
related to socio-economtc devdopment, It IS nece
ssary that NDC should be renamed and recon~titute~ 
as National Economic and D~velopment Counctl 
(NEDC) by Presidential Order. under the. pro~isions 
of Article 263 so as to have dtrect moormgs m the 
Constitution. The provisions of the clauses (b) and 
(c) of Article 263 are wide enough to encompa~s the 
functions of the NDC. The NEDC thus constttuted 
will while retaining adequate flexibility, have a 
me~mre of authority with formalised status 
having the constitutional sanction of Article 263. 

11.7.44 While we do not suggest any major change 
in its composition and broad ~?art~r of work, t~e 
suggested change in name to Natwnal Economtc 
and Development Council" will help make explicit 
what is already implicit in the presen~ chart~r of the 
NDC that along with developmental 1s~ue_s It has to 
consider and advise on relevant economtc 1ssues also. 
Unfortunately, this latter ~ole has been neglected 
in the past but is not suffictently operated upon. In 
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our opmton. in the interest of healthier Union-State 
relations, it is necessary that this should be made 
explicit and the NEDC or its Standing Committees 
should meet regularly to consider important economic 
issues of national significance in addition to the 
usual developmental issues. 

11.7.45 The role of the NEDC will be advisory, 
but we hope that healthy conventions will develop 
to the effect that the advice given and decisions taken 
at this forum will be respectd. Indeed, the very 
representation by Union Ministers and States' Chief 
Ministers with Prime Minister as the Chairman, 
on this forum, given constitutional status under 
Article 263 should be a sufficient guarantee for 
commitment to its decisions. It need not have technical 
experts as its members. But it may obtain technical! 
expert advice from the Union and the State Govern
ments and also from other sources whenever nece
ssary. It should formulate its own procedure to 
enable it (o discharge its responsibilities. 

II. 7.46 The Secretary to the Planning Commis
sion shall act as Secretary to the National Economic 
and Development Council and the Planning Commis
sion shall furnish such administrative or other assis
tance for the work of the Council as may be needed. 
We cannot support the suggestion made by a State 
Government, mentioned in para I I. 7.40 above, that 
a separate organisation called the National Develop
ment Organisation, may be set up to service the NEDC. 
It will create avoidable problems and controversies 
if a separate organisation of experts is created to service 
the NEDC. The Planning Commission contains both 
the necessary expertise and the information to service 
the NEDC and is also functionally linked to it. 

II. 7.47 A major problem besetting effective func
tioning of the NDC has been that it is too large a 
body which has not been able to pay collective atten
tion to the details of the matters. To meet this problem, 
it should have a Standing Committee,· as mentioned 
earlier. In fact, the Standing Committee of Chief 
Ministers set up in late fifties and early sixties was 
found to have been useful in terms of indepth consi
deration of issues. It is regrettable that this Commi-

rttee was later discontinued. 

I I. 7.48 We recommend that a Stand1ng Commi
ttee of the NEDC should be constituted consisting of 
the Prime Minister, Finance Minister, three other 
Union Ministers nominated by the Prime Minister, 
Deputy Chairman of the Planning Commission and 
Governor, Reserve Bank of India and six Chief Mini
sters, one from each zone selected by rotation or conse
nsus. This Standing Committee should also be con
stituted under Article 263 alongwith NEDC. It 
should devise its own procedures for effective func
tioning. All matters concerning the NEDC will also 
be considered by the Standing Committee which may 
decide the agenda for its meeting. The NEDC may, 
however, set up other Committees or Sub-Committees 
(like the one on financial matters recommended by 
us in the Chapter on Financial Relations) to advise 
it or the Standing Committee on special issues. 

Planning Machinery at State Level 

11.7.49 We have considered in the preceding para
graphs the criticism that the States are not adequately 
invloved in the formulation of the national Plan and 



that there is fat· too rigid a control over State Plans. 
We have made several suggestions for improving the 
existing system but any long term improvement is 
critically dependent on the States improving their 
own planning capabilities. There is need for certain 
amount of introspection by the States in this regard. 
The desirability of an expert State level planning 
body is obvious. Such a body should be charged with 
the duty of assessing the resources of the State
material, human and financial; assist and advise the 
State Government in the formulation of the Plan per· 
spective, Five Y car as well as Annual. It should lay 
down guidelines for the formulation of Plans, sche
mes, programmes and projects and act as the coordi
nating agency at the State level for all planning func
tions. It should undertake on a systematic basis 
monitoring and evaluation of the progress of the Plan 
schemes, programmes and projects. 

11.7.50 The Administrative Reforms Commission 
in its Report on Machinery for Planning recommen
ded that the State Planning Boards should be entrus
ted with the following functions : 

(i) To make a11 assessment of the State's resour
ces and formulate plans for the most effective 
and balanced utilisation of those resources; 

(ii) To determine plan priorities of the State 
within the· frame-work of the priorities of the 
National Plan; 

(iii) To assist district authorities in formulating 
their development plans within the sphere~
in which such planning is considered useful 
and feasible and to coordinate these Plan 
with the State plan; 

(iv) 

(v) 

To identify factors which tend to retard eco
nomic and social development of the State 
and determine conditions to be established 
for successful execution of the Plans ; and 

To review the progress of implementation of 
the Plan programmes and recommend such 
adjustments in policies and measures as the 
review may indicate. 
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11.751 A State Government has observed th~till' 
aspects of plannin.!! with respect to the s.tate Sector 
may be the respomibility of the State Plannmg Boards. 
In order to suitably upgrade their po~ers to become 
worthy agencies for Stnte level pla~nm!(. thes~ J?aY 
be broadly patterned after the Plannmg Commtsswn. 
According to this State Government, among oth~r 
things, the State Planning Boards may commun!• 
cate directly with the National Developm~nt Coun~tl 
and the Planning Commission, It may. be mvolved 1D 
dertermining the size and the allocatiOn of sectoral 
outlays. 

11.7.52 The above mentio~ed State G~vernment 
has also enumerated the followmg a.s !he mam r~asons 
for the State Plannin.g Boards remanung operatiOnally 
ineffective and the State Planning J:?ep~rtments contt• 
nuing to function as the real ~oordma~mg agency for 
planning at the State level : (1) The Fm~nce J:?~part
ments monopolise all financial l?lanmng; (n~ the 
planning Board is more a ~~mnnttee ?f ~m1sters 
and Secretaries than a spectah~ed b<_JdY, (Ill) ot~er 
departments have a better equation wtth the Planmng 

Department and prefer to deal with it; (iv) the 
Planning Commigsion also communicates with the 
Planning Department; (v) the administrators 'cold
shoulder' the non-official members of the Planning 
Boards; (vi) in the process of Plan preparation, the 
State Planning Board is brought into the picture 
late; (vii) the Board is often entrusted with some 
technical studies and is weaned out from actual plan
ning work, and (viii) the generality of Ministers do 
not take kindly to the Planning Board as planning 
culture has not yet percolated adequately to the State 
level. The main reasons due to which State Planning 
Boards have not emerged as specialised apencies. ac
cording to this State Government are : (a)' State' Plans 
have tended to become mere aggregation of pu~lic 
sector projects/programmes, (b) the financial planning 
ramains but an adjust of normal budget precess, 
(c) the inter-departmental and inter-project alloca
tion of funds corresponds to the political weieht and 
seniority of Ministers and bureaucrats, (d) the Finance 
Departments generally adopt a rigicl attitude in sanc
tioning additional funds, (e) little attention is paid 
to evolving realistic and internally consistent develop
ment policy framework, (f) the conceptual framework 
and methodology of planning leaves much to be 
desired, (g) the data-base for planning is poor, and 
(h) the technical and professional personnel in State 
planning agencies are denied opportunity to contri
bute to the improvements in the plan implementation 
systems. The experiences in the individual States 
however, differ and in some of them considerable 
~xpertise has been built in the State Planning Boards. 

l 

11.7.53 It has been observed ttat alttct rl· ~t::tc 
'Planning Boards have been created in all th'e States 
except Sikkim, they have not been drawn into the 
real planning work. The State Planninp: Cepartments 
continue to discharge this responsibility and only 
assign some technical studies, etc. to their Planning 
Boards. There seems to be some reluctance and also 
mistrust in making the Board de facto pi,ot of plan
ning at the State level. The Plannin!( Commission 
has informed us about the present deficiencies in this 
regard as follows : 

(a) The Planning Machinery has not been suffi
ciently strengthened in many States on the 
lines indicated by the Plannin!l Commission. 
While some States have strengthened their 
planning machinery at the State level in a 
fairly substantial manner, in many other 
States, the State Planning Machinery does not 
have necessary technical expertise to provide 
effective support to the apex planning body. 

(b) While a number of States !>ave appointed 
full-time Deputy Chairmen, in several other 
States there is no full-time Deputy Chairman 
incha;ge of the State Planning Board. More
over, the composition of the State Planning 
Boards· also shows that there are only a few 
States where there are fu11-time members 
of the State Planning Boards: in most other 
States the members of the State Plnnning 
Boards are only part-time. 

(c) It appears that a proper relationship het~Acen 
the State Planning Board and the State Plan
ning Department has not yet heen estabfi,hed 
in some States. 



11.7.54 Decentralisation of planning decisions to 
State level obviously would require strengthening of 
State Planning Boards with technical competence to 
enable them to undertake the necessary planning 
responsibilities at the State level, comprising : assess· 
ment of resources, spelling out Plan priorities, allo
cation of resources among sectors, perspective plan· 
ning, formulation and coordination of the Plan, evalu· 
ation and advise on economic policies, monitoring, 
evaluation and appraisal of plan programmes, etc. 
They should also participate in the Working Groups 
set up by the National Planning Commission. 

11.7.55 We recommend, as has also been suggest 
ed by a State Government (reference para I 1.7.51' 
that the State Planning Boards should perform func· 
tions for the State Governments as the Planning 
Commission does at the national level. The State 
Planning Department's role will be similar to that of 
the Union Ministry of Planning and limite~ to Legi
slative Assembly work and some executive functions. 
The Chief Minister should be Chairman of the State 
Planning Board as his active support and involve
ment will be essential for the success of the State 
level planning. We are confident that if an effective 
machinery is set up at the State level, it would enable 
the States to participate more meaning fully in the 
formulation of the national Plan and reduce the 
need for a detailed scrutiny by the Planning Com
mission, besides lending quality• to the tasks of plan
ning at the State level. 

11.7.56 At present the State Planning Boards do 
not command due status and authority within the 
State Government. One way of strengthening the 
position of the State Planning Boards would be to 
prescribe that in any negotiation and discussion with 
the Planning Commission, the Deputy Chairman 
or some Member or senior officer of the State Plan
ning Board should invariably represent the State 
Government, except where participation of the Chief 
Minister is considered necessary. 

11.7.57 Appropriate procedures should be evolved 
to bring district planning within the schedule or 
the preparation of States' Five Year/Annual Plans. 
In order to get over the problem of uncertainty about 
the resources for the District Plan, the previous year's 
!eve! could provide a basis on which an appropriate 
mcrease could be assumed till the position about 
resources becomes clear. It is of essence that a shelf 
of projects fitting into the long-term and medium
term development profile of the district is kept ready 
to be dra~ upon if !~lore resources for the plan 
become available. While we are not recommending 
this as the precise methodology, this is being men
tioned to illustrate that the problem about the un
certainty of resources is"not insurmountable. Consul
tation with District Planning Boards should bt,-rnade 
obligatory for formulating plan• a~ higher levels. 
We have further dealt wit!> jistrict Jlanning'"in 'he 
context of decentralisation in the·1ext Section. ,... ...,.. .. ~· 

8. DECENTRALISATION IN PLANNING 

11.8.01 The raison -I erre of decentralised ptunning 
is the 'Jetter perception of the teed~ and 1 esources of 
local area.~. facilitating more-informed 1ecision~-to 
be taken. TCgives-local-people a greater say ·n deci· 
sion-making about their own development-and wei· 
~are, resulting in better coordination and Integration 
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of the various programmes at the local level, greate1 
mobilisation of the resources of the community an< 
at the same time inculcates the spirit of self-reliance 
in the local people. Involvement at the local Ieveli 
leads to fuller exploitation of the growth potential 
of the area, improved productivity ~~:nd . increase( 
production. Assets created are also mamtamed more 
efficiently. 

11.8.02 In reply to our questionnaire, several 
State governments and experts, have stated that de· 
centralised planning would help in promoting the 
spirit of 'cooperative federalism'. 

11.8.03 The Balwanray Mehta Committee (1959] 
had recommended setting up of a three-tier structure 
of Panchayati Raj Institutions for effective decentra
lisation. It is now accepted that planning has suffered 
both for want of activisation of socio-political forces 
and planning capabilities at the grassroot level. The 
Asoka Mehta Committee on Panchayati Raj Insti· 
tutions (1978) has also comprehensively considered 
these matters. It emphasised that "the psychic 
dividend~ of the association of the rural people with 
f he planning and development process are ....... . 
:rux of the matter"t6• Further, the ultimate objective 
;hould be to help • develop the capabilities of the 
Panchayati Raj institutions "to plan for themselves 
within given resources and those that they can raise 
by themselves". The National Committee on Back· 
ward Areas Development had also noted that in the 
'·ake of the large number of development programmes 
being implemented at the local level, there have been 
"too many parallel and vertica I lines of control with
out any horizontal linkage resulting in high degree 
of centralisation at the head office". 

11.8.04 It is, therefore, important tllat a svstem 
of P!trticipation hy people's represent~tives in the 
process of planninf! and supportine administrative 
machinery is provideil at local levels. This would 
also ensure accountability on the p?rt of these insti· 
tutions for the utilisation of vast development finance 
which is now flowing to the rural areas. 

11:8.05 The progress in the sphereofdecentralised 
plannmg at s~b-State Iev:ei,_ was reviewed in a study 
m the Plannmg Commtsston.te According to this 
~tud~onlya few States have made notewortbv advance 
m thts regard. The main weaknesses noticed in some 
of tbe •xperiments~wae reported as under : 

(i) 'ryte State-level politicians continue to eXer· 
~tse .sway il! district planning bodies by be· 
commg th;tr Chairmen, rrlegating elected 
representabves on these bodies to the back· 
ground. 

f(ii) E_ve~ in a St~te which had t~ken a lead in 
d1s!nt! planmng, the divisible outlay has be~n 
sbrt.nkmg from 40 Per cent. as orip-inally 
enVIsaged, to 26 Per· cent in 1981-82. Simul
taneously, emergence of a new trend of State 

r u. OoveTnmen( or Inc'ia-Report of the Commirree or. 
Panchayati Raj Institutions (1978), p. 78. 
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1984. ve s- etor/c nnd Reality (Mimeog aphed). 



Sponsored District Level Schemes, parallel J 
to the Centrally Sponsored Schemes, is .J 
noted. 

(iii) The local planning bodies do liOt have much 
financial autonomy as they are in the un· ; 
enviable Position of b,ing the guardian of 
funds which are already pre·empt.,d for 
various departmental programmes. 

(iv) In another State, the district planning bodies 
are headed by Government officials instead 
of peoples' representatives. 

(v) The Planning functions have been entru· 
sted to oth~r newly created bodies like 
"District Planning and Development Conn· 
oil" in G"jarat instead of Zila Parishad. The 
President of the Zila Parisbad is only an 
ordinary memb~r of such a body. 

11.8.06 In some of the States, district I.:vc. 
bJ.ig~ting of plan outlays bas been initiated as a step 
in this direction. According to the R!port of the 
Working Group on District Planning,l1 the decentra· 
lisation could be achieved progressivdy over a long 
p~riod of time only. It bas recommended that de
centralisation would be covered in tbr~e stages, 
Stage·I will b., the phase of 'Initiation'. At this 
stage, the pre·requisit~s for District Planning will be 
introduced, as for instance, strengthening planning 
capabilities and building up a data b~se. The plan 
funds available for the dtstricts would also be identi· 
fi~d. Stage·U will be on~ of 'Limited D~centralisa· 
tion'-when certain sectors of activity, like Agricul· 
ture and allied sectors, Minimum Needs Programmes 
and b:neficiary oriented anti-poverty programmes 
will be brought und!r tb~ purvi,w of district plans 
and Stage-HI will r ~present 'Final' stage, when 
local decision making will encompass all l~;vels of 
district activity. It was envisaged by the Working 
Group that all districts in the country will reach stage 
III by 2000 A.D. 

11.8.07 The Working Group on District Plannin1. 
set up by the Planning (;om.nission during th: Sixth 
Five '{ear Pldn, h.tJ reviewed the p.ttterns and pro· 
blems in d.:cJntralised planning. The b.tsic conclu· 
sion that emerges on a review of the approac.hes is 
that inspite of the formal acceptance of the rattonale 
of district planning and creation of formal institu· 
tiona! structur.,s in several cases, the real decentralised 
plannmg is still a far cry. As tb~ success of planning 
process depends c'!nsiderably o~ th.e in;volvement ~f 
the people at distnct level, the mstltuttons like z,,a 
Parls~ad.; and elected municipal corporations do bwe 
a vital role to play. These institutions n.,..d to be 
significantly strengthelled-botb financially and func
tionally. tt will oe rel!vant here to take note ht the 
Karnataka Zila Padsbads, Taiuk Panchayat .:iami
this, Mandai Pan;hayah and Nyaya Panchayats Act, 
1983. 

11.8.08 Even if the planning bodies get created at 
the State and sub-State levels, tb~se cannot repr-:sent 
the aspirations of the people so long as th., elected 
bodies are by-pass"d. It is commonly known that 

u, Government of !nih, Pl1nnin11 Commission R•pon 
of tilt Worklnt Group Dlt Dislrlet IAv•ll'/tJJUtiq,!984. 

[elections to Zila Parishads and Municipalities are not 
regularly held. We are of the firm view that regular 
elections and sessions of these institutions is a must, 
and means for ensuring the same in all the States 
uniformly should be evolved by the Union Govern· 
ment in consulation with National Economic and 
Development Council. For this purpose a legislation, 
analogous to Articles 172 and 174 of the Constitution, 
should be undertaken as suggested by us at para 
21.2.09 of Chapter XXI. 

11.8.09 A State Government has obsetved : 
"District plans may cover, to being with, the develop· 
ment activities of the Panchayati Raj institutions". 
Further, tne P 1nchay.1ti R 'J institutions at all levels 
may be enabled to have adequate own resources for 
their respective plans. The District Plan should be 
an aggregate of Lb.! plans of the Zila Parishad, Block 
Samitis and the Panchayats. It should also include 
th.: Plans of Municipal Corporations and Commi· 
ttees. The State Government has also suggested that 
District Planning Boards and the Panchayat Planning 
Committees may be constituted. We at., in broad 
agreement with the abi>Ve approach of the State 
Government. The need for District level planning is 
accepted by all, but its contents differ widely from 
St 1te to State. Not only should elections b. held Peri· 
odically, these elected institutions should be given 
adequate r~sponsibility in regard to development 
functions. Unless adequate financesare provided to 
these b:.>dies, theY would remain dormant. TheY should 
not only get resourc.,s from the State Government, 
but also be encouraged to raise their own resources. 
There is of ten considerable disparity in development 
oftne various regions within the Stete.lt is, therdore, 
necessary to evolve a mocbanism iike the Finance 
Commission at the State levd to enable the State 
Government take an objective view of resources to 
be devolved or transferred to the Districts. We arc 
of the view that the State Planning Boards can conve
niently and with advantage be entrusted with this 
function. This body could then be designat~d as the 
State Planning and Finance Board. 

11.8.10 It would also be helpful if these Planning 
and Finance Boards are entruMed with the responsi· 
bility of identifying and making special provisions 
for very backward areas within the States. For this 
purpose, they should commission from time to time 
o bjectivo studies somewhat on the lines of the recent 
'Report of the Fact Finding Committee on Regional 
Imbalances in Maharashtta' 18 which we have found 
to be quite revealing and useful. 

9. RECOMMENDATIONS 

11.9.01 Taking an over-all view from the concep
tual, institutional and functional aspects, planning 
both at the formulation and e.xecution stages has to 
be a cooperativ., process of shared action between 
the Union and the States. 

(a) NEDC should be involved in the formula· 
tion of the Plans right from the beginning. 
Selection of studies and setting up of various 

18• 0 1vernrnent of Maa trashtra-Report of the Fact 
Finding Co/Mfillee on Regional Imb3/ances In M«haraslllra, 
1984. (Cilail'lllan :De. V. M. Dandekar). 



Wc>rking Groups should be done under the 
g Jid,1nce of the Standing Committee of the 
NEDC. 

(b) Th, draft Approach Pap~r should b~ circ~· 
l-1ted to tho States at l~ast two months m 
ad vance of the me-:ting of the NEDC to con· 
sid.:r the same. It should contain all rele
V.tnt data, alternate strategies, .,tc. 

(c) A preparatory meeting should be held by t~e 
Planning Commission, with all Deputy Chair· 
men and/or S.:cretaries of the State Develop· 
ment Boards two weeks prior to the NEJ?C 
to consider the Approach Paper/Draft Ftve 
Year Plan for identifying the main issues and 
firming up the agenda for the meeting of the 
NEDC. 

(d) Ddiberation in the NEDC should be so 
structured as to facilitate meaningful dis
cussions on each item of the agenda. Sufli· 
cient time should b~ available for the sam~. so 
that, after the general statement by the Prime 
Minister and Chi,:f Ministers, there is enough 
time for discussing individual items of the 
agenda. Minutes of the discussion in the 
NEDC sh~uld be recorded itemwise. It will 
help provide more time for discussion, if 
prepared gen,ral statements of Chief Minis
ters are circulated before-hand and the Chief 
Ministers read out only a brief summary. 

(Paras 11.2.04 and 11.5.22) 

11.9.02 Close, and fullest involvement ofthe StateS 
at all stages of plan formulation is very essential for 
the successful implementation of the same. 

(a) On the Working Groups set up to study 
sectoral problems in the context of formula· 
tion of the Five Year Plan, concerning State 
subjects, the Deputy Chairman, Planning 
Com'llission should appoint a member of a 
State Planning Board as Chairman and the 
SJcretary of the concerned Union Ministry 
.IS Vice-Chairman and an officer of the Plan
ning Commission as Memb~r-Secretary. 

(b) Coordinated action b~twcen the Central 
and State Working Groups should be en· 
sured. For this, the Central Working Groups 
themselves sh~uld taketh~ initiative in es'd· 
blishing contact with their counterparts in 
the States at an early stage. 

(c) The draft Approach paper should be circula
ted to the Sta t.,s at least two months in 
adv.1nce of the m~eting of the NEDC to 
consider the sam!. It should contain all 
rdevant data, alternate strategies, etc. 

(Paras 11.5.10, 11.5.12 & 11.5.22) 

11.9.03 For improving the proeedures of State 
Plan, the following are essential : 

(i) In the Financid Resourees Working Group, 
the estimation of Plan resourc.,s should be 
realistic. Estimates of additional resources 
to be mobiliSed by a State, as approved by 
the Chief Minister, should b~ available to 
the !'inancial Resources Working Group. 
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(ii) Planning ~om mission should . n.ot try to 
scrutinise m detatl all the mdlVldual sec• 
toral schemes in the States' Plans, but concen
trate on keY ones involving large ou~lays, 
foreign exchange component, and mter· 
sectoral aspects. Most of these bdong to the 
core·seclor plan and have their outlays ear· 
marked. Financial provision for these should 
b~ ensured. 

(iii) The practice of States submitling plan 
proposals aggregating to much higher plan
size than that warranted by resources 
estimated by the Resourc..s working Gro~p, 
should be firmly discouraged by the Plannmg 
Commission. Every ~!fort should be made 
to consider all resources likely to be available 
at the stag~ of discussions in the Resources 
Working Group i.self. 

(iv) The meeting b~tween the J.?~puty Chain~an, 
Planning Commission and State Chtef MilliS· 
t~rs sh'Juld conc.:ntratc on evaluating 
th~ progress m.~de, identification of bot· 
tlenecks, review of deviations from plan 
priorities and the implementation of the pro· 
gramme for the ensui11g year. Substantial 
changes in the size and content of the Plan 
and allocation of outlays should not generally 
take place in this meeting. 

(v) Jf the Plan-size of a SWtc i5 agreed tobe 
substantially enhanced at the meeting between 
Deputy Chairman, Planning Commission 
and the State Chief Minister on the promise 
of 'new' resources. this sh~uld b~ regarded 
&s 'provisional' and the feasibility of the same 
and th~'priority of a.location ofth~ additional 
amount should b~ subsequently gone into 
by the Adviser (State Plans) in consultation 
with the sl!bject-D;visions in the Planning 
Commission. 

(l'Md 11.5.37) 

11.9.04 The norms and conditions for prior ap. 
proval of p;ojects/schemes by the Union Govern· 
ment, Planning Commission and Central Electricity 
authority should b~ revi~wed every fifth year of 
earlier, if need b~. and got approved by the National 
Economic and Dev~opmeut Council. 

(Para 11.5.43) 

11.9.05 As the different comp.>nents of central 
assistance for the State plans got incorporated at diffe
rent p~ints of time. a r~view is over-due. In view 
of acute overall constraint of resources, a system will 
have to be evolved which, while ensuring a measure 
ofe4uity, would at the same time encourage efficiency 
in the mobilisation and use of resources. The NEDC is 
the most appropriate forum where such matters should 
be discussed and national consensus arrived at. 

(Paras 11.6.07 and 11.6.08) 

11.9.06 Atim~ has c-Jm.: to review the two-fold . 
loan grant plttern of Central assistance, 70:30 and 
10:%, and replace it by a suitable thr"" or four
fold.plttern, such as 70:30, 50:50 and 20:80 or 90:10, 



60;40, 40:60 and 10;90 r¢spectively, taking into ac
count loan servicing capacity of the Stat..,s and <heir 
per capita State D;>mestic Product, A decision may 
b.:: taken by the NEDC on tbis alter expert eXamina
tion by Planning Commission and consideration of 
various options. 

(Para 11.6.10) 

11.9.07 A segmented approach in respect of the 
channeling of Central assistance for externally aided 
projects should not be. folloY:'ed. However, it will ~e 
desirable that the enlire rationale and procedure rs 
explained or clarifiedj for a better understanding to 
the NEDC. 

(Para 11.6.13) 

11.9.08 A periodicreviewofthesvstemofearmark· 
ing of outlays is desirable and should be discussed 
and approved by tbe NEDC along with other aspects 
of th~ Central assistance mechanism b~fore the 
beginning ol each Five Year Plan. 

(Para 11.6.16) 

11.9.09 The number of Centrally Sponsored 
Schemes should be kept to the minimum. In this 
regard, the crirt.,ria laid down by the Ramamurti 
Committee should be adhered to. The nted for the 
Union Government initiating pilot projects even 
in regard to subjects in the States' sphere,. havi~g 
an inter-State, regional or over-all countrywide &rg· 
nificance but carrying high national priorit~, is ~e
cognised. But these should be formulated tn pnor 
consultation with the States. Once a programme has 
passed the pill?t stage and. has betn acctpted ~~:s 
desirable for rmplementatlon on a larger scale, rt 
should appropriately form part of the State Plan. 

(Para 11.6.25) 

11.9.10 The Central assistance towards the Cen· 
trally Sponso~ed Schemes should be ~pt to a mini
mum hl relation to the c~ntral assrstance for the 
State Plans. Tne tatio of these recommended by the 
NEDC, from timo to time, should be adhered to. 

(Para 11.6.26) 

11.9 11 The C~utrally Sponso"tl.d Sch.:mes should 
not b~ 'normally stuted during the middle ~f. :t:'ivo> 
Year Plan, Should it b~come nectssary to tnrtratc 
any C;ntrally Sp:>nsored Scheme d udng the course 
of Five Year Plan, its approval by the Standmg Com· 
mit tee of the NEDC should b., obtained. The .,ntire 
expenditure on such a sch~m~. at least till the ex
piry of that Five Year Plan should be borne by the 
Union Government. 

(Para 11.6.27) 

11.9.12 The State Governmc:nts should bo tully 
involved in determining the contents and coverage 
of the Centrally Sponsored Schemes ~o that local 
variations and likely difficultks in their implementa
tion are taken care of. Even after formulation of the 
schemes. sufficient lleXibility should be allo.Y:'.;d to the 
States in adapting them to local condrttol;lS. The 
Centrally Sponsored Schemes should . bt drscussed 
with the States, individually, along wrth their Frve 
year Plans and Main during the Annual Plan dis
cussions. 

(Para 11.6.28) 
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11.9.13 An overall comprehensive review of 

Centrally Sponsored Schemes should be made perio
dically by tht Planning Commission and it should 
be plactd before 1h~ NEDC lot ~onsidera :ion. 

(Pat a 11.6.30) 

11.9.14 The process of decentralisation. in res
Pect of formulation and evaluation of Centrally 
Sponsored Schemes should b~ pursued further and 
differences in local conditions given proper weightage 
sp~cia\ly with reference to agriculture and poverty 
allevizt10n programmes, like IRDP NREP and 
RLEGP. 

(Para 11.6.31) 

11.9.15 If the Planning Commission is re-constitut· 
ed by a statu~Lgiving it ar.autonomou~ status, divorc
ed from th~ political executive of the Union, its 
workmg will be stymied by legalism, rigidities and 
technicalitie> which are inheren• in inflellible statutes. 
The task of Planning Commission are now over
seen by the NDC. This arrangement has well answered 
out planning needs. . ... The remedy, tberelore, 
lie• in reforming thest. insti.u~ions and their working, 
assuring at the same time full and effective consulta
tion with the States at all stages of the planning pro
cess so that they feel that their role in it is not that 
of a supplicant, but of an tqual participant ....... . 
If healthy conventions are established in regard to 
consultation with the Planning Commission and due 
weight is given to its recolllinendations, than all 
apprehensions in regard to domination b~ tbe Union 
and Planning Commission being a limb of the Union 
Government would disappear. The Planning Com
mission must be consulted in taking all major in
vestment dechions. 

(Paras 11.7.11, 11.7.14, 11.7.15, 
11.7.16 and 11.7.17) 

11.9.16 To remove any mrsqgivings about Plan
ing Commission's capaci,y to act objectivtJy, ,;X· 
perls with eStablished reputation for professional 
integrity and calibre should be appointed to its panel 
for specified term. 

(Para 11.7.19) 

11.9.17 The Deputy Chairman should invariably 
be an eminent <Xpert, who can command the res
pect of the Union, as well as the State Governments, 
by his objectivity and statur~ and should not be seen 
as a political appointee. 

(Para 11.7.20) 

11.9.18 After the Report of tht Finance Com
mission, the occasion for a review of the Union and 
States' finances arises in the context of resource 
exercise for the Annual and Five-Year Plans. It is 
of utmost importaoce than the complement of non
plan finances of the States is looked into in detail by 
the Resource Working Group of the Planning Com
mission. Dt.tailed analysi~ of any a bem tions and 
significant deviations from the norms of the Fianancc 
Commission should be made. 

· (Para 1!.7.24) 

· 119.19 Plannmg Commission should pay special 
attention to the efficacy of the monitoring systems 
in the Government by advisint on technique• and 



formates. At the same time, it may continue imoni-' 
to ring o I sp~~ifb programrn:s and keep itsel! abreast 
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with th! p:.>gre3s in •h~ c.Jre and priority sectors. 
!(Para ll.7.26) 

11.9.20 B~sides the general reviews contained in 
the Annual Plan and the mid-term appraisal, a com
Prehensive quinquennial review should be brought out 
by the Planning Commission, which should be taken 
advantage of in finalising the next five-Year Plan. 

(Para 11.7.27) 

11.9.21 The Advisers (State Plans) ;must visit the 
States more frequently as they h11ve a key role in 
bringing ab:>ut a close relationship b~tween the States 
and the Planning Commission. TheY could be per· 
m ment invitees to the meetings of the State Planning 
Boards. 

(Para 11.7.28) 

11.9.22 In order to build expertise in the Planning 
Commission, the oflbers in senior posts should not 
mly h~ve th~ dJsired speci1lisation and competence, 
>ut sh~uld also serve in the organisation for sufli.ci
'ntly long p~n:>ds. s~rious attention to this aspect 
viii have to b: given bv the Planning Commission 
Itself. 

(Para 11.7.29) 

11.9.23 Aspartofa Staff Exchange Programme_ 
OJbers from the Planning Commission and the 
State GJvernm~nts at middle echdons should serve 
at each oth:r's pbce for reasonably sufli.~ient periods 
and suitable in~~ntives and facilities amde available 
to them. 

(Para ll.7.30) 

11.9.24 The verY concept of planning postulates 
C>Jperative endeavour in the service of the comm:>n 
man. In a large and diverse country like ours, plan. 
ned devebpment is critically dependent on con· 
sensus and cam.nitnJ!lt at all levels to the objectives 
and strategies of the Plans formulated and imple
mented from time to time. The NDC should be made 
to function more effectively and emerge as the highest 
political level In<er-governmental b:>dy for giving 
a direction and thrust to planned development 
of the country. BJing the suprem~ int:r-governmental 
bJdy for all m.ttters related to socio-economic 
development, it is nec~ssary that NDC should be re
named and re-constituted as National Economic and 
D:velopm:nt Council (NEDC) by Presid:ntial Order 
the provision~ of Article on 263 so as to have moor
ings in the Constitution. 

(Paras 11.7.41 to 11.7.43) 

11.9.25 The NEDC or its Standing Commit
tees should meet r~gularly to consider important 
economic issues of national significanc~ in addition 
to the usual developmental issues. 

(Para 11.7.44) 

11.9.26 NED8 shJuld formulate its own pro
cedures to enable it to discharge its responsibilities. 

(Para 11.7.45) 

ass 
11.9.27 The Secretaryofthe Planning Commission 

shall act as Secretary to the National Economic and 
Development Council and the Planning Commission 
shall provide such administrative or other assistance 
for the work of the Council as may b~ needed. 

(Para ll. 7.46) 

11.9.28 A Standing Committee of the NEDC 
should bt; constituted cvnsistingofthe Prime Minister, 
Finance Minister, thrt...: other Union Ministers nomi
nated by the Prime Minister, D~puty Chauman of 
the Planning Commission and Gov~rnor, Reserve 
Bank of India and six Chief Ministers, one from each 
zone selected by rotation or consensus. This standing 
Committee should also be constituted under Article 
263 alongwith NEDC. Th~ NEDC mly, however, 
set up other Committees or Sub-Committees to advice 
it or the Standing Committee on special issues. 

(Para ll.7.48) 

11.9.29 The State Planning Boards sh.>uld per
form similar functions for the State Govern111euts as 
the Planning Commission does at the national level. 
.•.... The Chief Minister should be Chairman of the 
State Planning Board as his active support and invol
vement will b.: essential for the success of the State 
level planning. 

(Para 11.7.55) 

11.9.30 Ia any negotiation and discussion with the 
Planning Commission, the D~puty Chairman or some 
Memb~ror seniorofli~erofth~ State Planning B;>ard 
should inv.triably represent the State Gowrnrnemt, ex
eept wll!re p.micipltion of the Chief Minister is 
consid!red nec.,ssary. 

.. (Para 11.7.56) 

11.9.31 Consula~ion with District Planning Boards 
should be made obhgttory tor formL.Ilating plans at 
higher levels. 

(Para 11. 7.57) 

11.9.32 The institutions like Zila PMishads and 
elected m:~nicipal corporations need to be signifioan-· 
tly strengthe~ed-both finaD:cially and functionally. 
;Regular elect1ons and sess10ns of these institutions 
ts a must, and means lor ensuring the same in all the 
States uniformly should bb ev.>lved by the Union
Government in consultation with National Economic 
and D~velopment Council. For this purpose a legi
slation, analogous to Articles 172 and 174 of the 
Constitution, should be undertaken as suggested at 
para 21.2.09. 

(Paras 11.8.07 and ll.8.08) 

. 11.9.33 It is .ne.cessary to evolve a mechanism like 
Frnance Comm•sston at the Stat~ !eye! to enable thP. 
State Government take an obJeCtive view of re. 
sources to b~ de.volv~d or transferred tothe Districts. 
The State Plannmg Boards can conveniently aad with· 
advantage be entrusted with this function. This· bod· 
~uld then be designated as State Planning ana·· 
Fmanco Board. 

(Para li .8.09) 



ANNEXURE XI-I 

ILLUSTRATIVE LTST OF DEVELOPMENTAL SUBJECTS (OTHER THAN FIN A NC'T A L SUBJECTS1 TNCLUJ'FI' TN UNTON 
LTST, STATE LTST AND CONCURRENT LTST AS PER SEVENTd SCHEDULE OF TilE CONSTITUTION 

(A) Union List 

S. No. Entry No. Subject 

. J. 

2. 

3. 

4. 

5. 

6, 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19 •. 

20. 

21. 

6 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

~1 

42 

52 

53 . 

54 

56 

51 

65 

66 

Atomic energy and mineral resources necessary for Its production . 

Railways. 

Highways declared by or under law made by Parliament to be national highways. 

Shipping and nwlg.rion·on inland waterw•yg, declared by Porlbment bylaw to be national waterwnys, as re
~"d' mechlnic1ily propelled ""ssels the rule ofthe road on such waterways. 

M1ritime qhioping and n'lviiJiltion, including shioping and n":.tviWttion on tid::tl waters orovfc;ipn of educ:ltion 
andtra!ningfor the merc.mtilc marine and regulation of such education and training provided by States and other 

ogenctes. 

Ligftth~~•e•, including lightship, boc~n• and other provision for the safety of shipping and aircraft. 

Potts declared by or under law made by Parliament or existing law to be 1112jor ports, including their delimita
tion, and the constitution and powers of port authorities therein. 

Port quarantine, including hosoitals connected therewith seamen's and m1rlne hospitals. 

Airways airc1 aft and air navigation nrovfsion or aerodromes; regulaticn and org?nisati<'n of air trP fflc Pn~ 
of aerodrome(j; provision for aeronautical education and training and regulaticn of such educaticn and training 
provided by States and other agencies. 

C"rhge of Pl"engers and goods l>y railways, sea or air, or by national waterwayS in mechenically prorelled 
vessels. 

Posts and telegraphs; telephones, wlreleS!, broadcasting and other like forms or communication. 

Trade and" commerce with foreign countries; import and export across customo; frontiers; definition or customs 
frontiers. 

Inter-State trade and commerce. 

Industries, the control of which by tile Unicn Is ~ec!ated by parlian:ent by law to be expedient in tlte 
public interest. · 

Re~ulation and development of oilfields and minerals oil resources; petroleum and petroleum products; other 
liquids and substances declared by Parliament by law to be dangerously inflammable. 

P.equbtion of mine10 and mineral develooment to the eX:tent which such regul:Hicn and development under 
tne control of the Union is declared by Parliament by law to he expedient in the public interest. 

Re®l"tion and develooment of inter·St::tte rivers and river v;~lleY" to the extent to which such ref111l:"ticn &J'Irl 
devel~pment under the control or the Union is declared by Parliament by law to be expedient in the 
public Interest. · 

Pi<hing and fisheries beyond. territorial waters. 

Union agencies and institutions for-

( a) professional, vocational or technic• I training including tho traininll of police officers; or 

(b) the oromotion of special studies or research; or · 

(c) scientific or technical assistance in the investigation or detection or crime. 

c~nr~in1tion an<! determination of standards in institutions for higher education or research and sclentiftc and 
technical institutions. 

Survev of Tndia, the geological, b~t1niC'll, znologiC'll and anthropological surveyS of India, met.arologlcal 
orgariisations. 

(389 
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(B) Shlte Lilt Sub.fllct 

S. No. 

I. 

2. 

3. 

4. 

s. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

IS. 

16. 

Imtry No. 

s 

6 

9 

13 

14 

IS 

17 

18 

21 

23 

24 

2S 

26 

27 

32 

3S 

Loc1l government, th~t is to say, the c~n~titution and p~wers of municipal corporations, improvemtnt trusts, 
district b~vds, mining settlement authorities and other loot! authorities for the purpose of local self·Oovern• 
ment or village administration. 

Public and sanitation; hospitals and dispensaries. 

Relief of the disabled and unemployable. 

Communicltions, that is to say, roads, bridges, ferries, and otber means of communication not sPecified in IJst 
I; municipal tramways; ropeways; inland waterways and tr.Ilic thereon subject to the provisions of List I and 
List m with regard to such waterways; vehicles other than mechanically propelled vehicles. 

A1riculture, includin~ >gricultural education and research, protection against pests and prevention of plant di· 
seases. 

P:e<e•v1tion, prot¢etion and im;>rovement of stock and prevention of anim>l diseases; veterinary training and 
practice. 

W1ter, th1.t is tos1.y, w1ter IOU~:Jiie~, irrig1.tion 'lDd ClD'lls, drain1.ge and embankments, water storage and water 
p~Wer subject to the provisions of entry 56 of List I. 

L1nd, th1t is to say, rights in or over land, land tenures including the rela·jon of landlord and tenant, and the 
c~llec•bn of rents; tram fer and alien1tion of agricultural land; land improvement and agticulturalloans; colo
nizltion. 

Fisheries. 

Rei!Uhtion of mines and mineral develooment subject to the provisions of List I with respect to regulation and 
development under the control of the Union. 

Industries subjects to the provisions of entries 7 and S2 of List I. 

Ots and gas-works. 

Trade and c~m-nerce within the State subjects to the provisions of entry 33 of List m. 
Pcoduction, supply and distribution of goods subject to the provisions of entry 33 of List UI. 

Co·operative societies. 

Works,lands and buildings vested in or in the possession of the State. 

(C) Co:.DC1btent List 

1. I7A Forests. 

2. 

3. 

4. 

s. 

6. 

1. 

8. 

9. 

20 

20A 

23 

2S 

27 

31 

32 

33 

(a) 

(b) 

Economic and social planning. 

Population control and family planning. 

Sxhl security 1nd sochl inmrance; employment and unemployment. 

E·luc•tion, includinq technic1l edue1tion, medicnl educ1tion 1nd universities, subject to the provisions of en· 
tries 63, 64, 6S 1n-i66 of List I; voc1tional and technical training oflabour. 

RoF ,r ''li .,., • bHit,tion <>f oe•<on< <lhohced from their original place of residence by reasons of the setting up 
of the 0)'11inions of India and Pakistan. 

PJrts other th1n th"e declared by or under law made by Porliament or existing law to be major ports. 

S'tb!linq 1n<l naviq1!ion and in1lnd 'Y'terw•ys as reg'fds mech•niCli!Y nropelled vessels, and the rule of the 
ro1d on "!ch wa:erwws. •nd the.ca•rt• ge of pas.engers and IJOods on tnland waterways subject to the provi
sions of Lrst I With reg1rd to nauonal waterways. 

Tr1de •nd com'llerce in, and the production, supply and distribution of,-

tho o'O'I•1c'~ of ~nv in1u<t~y ythere the c~~trol of such Industry by the 'l!nioo is declared by Parllamen t by law 
to be eltl)ed•ent tn the p~bhc tntecest, and tmported goods of the same kind as such products; 

food sutfs, including edible oil seeds and oils; 

(c) c1ttle r~dder, including oilc1kes and other concentrates; 

(d) raw c~tton, w'tether ginned or unginned and cotton seed and 

(e) raw jute. 

tO. 36 Factories, 

11. 37 - •Boilers. 

12. 38 Electricity. 
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ANNEXURI! XI.2 

TEXT OF THE RESOLUTION DATED 15TH MARCH 1950-CONSTITUTING THE PLANNING COMMISSION 

New Delhi, the 15th March, 1950 No. I-P(C)/50. For 
some years past, the people of India have been consciou• of 
the importance of Planned development as a means of raising 
the country's standard of living. This consciousness 
found expression in the appointment in 1938 of the National 
Planning Committee by the Indian National Congress. The 
work of the Committee was, however, interrupted by poli
tical and other developments in the beginning of the war, al
though much useful material has since been published. In 
1944, the Government of India established a separate depart
ment of Planning and Development and, as its instance, the 
Central as well as the Provincial Governments prepared a 
number of development schemes to be undertaken after the 
war. Problems of planning were reviewed towards the end 
of 1946 by the Advisory Planning Board which was appointed 
by the Interim Govemm~nt of India, an important recommen· 
dation of the Board bemg the appointment of the Planning 
Commission to devote continuous attention to the whole field 
of development so far as the Central Government was concerned 
with it. 

2. During the last three years, the Centre as well a• the 
Provinces have initiated schemes of development but expe
rience has shown that progress has been hampered by the ab
sence of adequate coordination and of sufficiently precise In
formation about the availability of resources. With the Inte
gration of the former Indian States with the rest of the country 
and the emergence of new geographical and economic facts 
afresh assessment of conditions of progress has now becom~ 
necessary. Moreover, inflationary pressures inherited fr0m the 
war, balance of payments difficulties, the inffux into India of 
~everal million persons displaced from their homes and occu
pations, deficiencies in th~ count~y's. food supply aggravated 
by partition and a ~uccess1on !Jf mdlff~rent harvests_, and the 
dislocation of supphes of certam essential raw mateTJals have 
placed the economy under a severe strain. The need for com
prehensive planning based on a careful appraisal of resources 
and on an objective an~lysis of all the relevant economic fac
tors has beCOme imperative. These purposes can best be achieved 
through an organisation free from the burden of the day to 
day administratio~ but in constant .touch with the Government 
at the highest pohcy level. Accordmgly, as announced by the 
Honourable Finance Minister in his Budget Speech on the 
28th February, 1950, the Government of India have decided 
to set up a Planning Commission. 

3. The Constitution of India has guaranteed certain Funda
mental Rights to the citizens of India and enunciates certain 
Directive Principles of State Policy, in particular, that the 
State shall strive to promote the welfare of the people by secu
ring and protecting as effectively as it may a social order, in 
which justice, social, economic and political, shall inform 
all the institutions of the national life, and shall direct its 
policy towards securing, among other things. 

(a) that the citizens, men and women equally have the 
right to an adequate means ofhvehhood, (b) that the owner
ship and control of the mateTJal resources of the community 
are so distributed as best to subserve the common good and 
(c) that the operation of the economic system does not result 
in the concentration of wealth and means of production to 
the common detriment. 

4, Having regard to these rights and in furtherence of these 
principles as well as of the declared objective of the govern
ment to promote a rap1d rise in the standard of living of the 
people by efficient _exploitation o~ the resources of the country, 
increasing production, and otfermg employment opportunities 
to all in the service of the community. 

The Planning Commission will : 

(1) make an assessment of the material, capital and human 
resources of the country, including technical personnel, and 
investigate the possibilities of augmenting such of these re
sources as are found to be deficient in relation to the nation'!i 
requirements; 

51-3'1.5187 

(2) formulate a Plan for the most effective and balanced 
utilisation of the country's resources; 

(3) on a determination of priorities, define the stages in 
which the Plan should be carried out and propose the allo
cation of resources for the due completion of each stage: 

(4) indicate the factors which are tending to retard eco
nomic development, and determine the conditions which, in 
view of the current social and polirical situation, should be 
established for the successful execution of the Pian; 

(5) determine the nature of the machinery which will be 
nece.'iSary for securing the successful implementation of oach 
sta~e of the Plan in all its aspects; 

(6) appraise from time to time the progress achieved in 
the e>ecution of each stage of the Plan and recommend the 
adjustments of policy and measures that such appraisal show 
to be necessary; and 

(7) make such Interim or ancillary recommendations as 
appear to it to be appropriate either for facilitating the di!eharge 
of the duties assigned to it; or on a consideration of the pre
vailing economic programmes; or on examination of such 
specific problems as may be referred to it for advice by Central 
or State Governments. · 

5. The Plannina 
following : 

Commission will be composed of tho 

Chairman - Shri Jawahar La! Nehru 

Deputy Chairman - Shri Gulzarilal Nanda 

Members - Shri V. T. Krishnamachari 

- Shri Chintaman Deshmukh 

- Shri G. L. Mehta 

- Shri R. K. Patil 

Secretary - Shri N. R. Pillai 

Deputy Secretary - Shri Tarlok Singh. 

6. The Planning Commission will make recommendations 
to the Cabinet. In framing its recommendations the Commis
sion will act in close understanding and consulfation with the 
Ministries of the Central Government and Governments of the 
States. The responsibility for taking and implementing deci
sions will rest with the Central and the State Governments. 
The Government of India feel confident that the States will 
give the fullest measure of help to the Commission, so as to 
ensure the maximum wordination in policy and unity in effort. 

1. The work of the Planning Commission will affect deci
sively the future welfare of the people in every sphere of national 
life. Its success will depend on the extent to which it enlists 
the association and cooperation of the people at all levels. 
The Government of India, therefore, earnesUy hope that in 
carrying out its task ~he Commissi~n wiiJ receive the maximum 
support and goodwill from all mterests and, in particular 
from industry and labour. '· 

8. The headquarters of the Commission wiU be at New 
Delhi. 
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ANNEXURE XI.3 

COPY OF RESOLUTION RECONSTITUTING AND REDEFINING THE FUNCI'IONS OF THE NATIONAL 
DEVELOPMENT COUNCIL 

CABINET SECRETARIAT 
(Department of Cabinet Affairs) 

RESOLUTION 

(National Development Council) 

No. M/1~/CF-67. The National Development Council 
was set up in August 1952 to strengthen and mobilise the effort 
and resources of the nation in support of the Five Year Plans, 
to promote economic policies in all vital spheres and to ensure 
the balanced and rapid development of all parts of the rountry. 
The Council is presently composed of tho Prime Minister of 
India, the Chief Ministers of all States and tho Members of 
the Planning Commission, and it makes its recommendations 
to the Central and State Governments. 

2. The Administrative Reforms Commission, in its recent 
Report on the machinery for Planning, dealt with the role 
and functions of the National Development Council. Govern
ment have considered the recommendations of the Commissions 
and have decided to reconstitute the National Development 
Council and redefine its functions. 

3. The functions of the National Development Council 
will be : 

(i) To proscribe guidelines for the formulation of the Na
tional Plan, including the assessment of resources 
for the plan; 

(ii) to ccr.sico tit 1\ati<r 21 Plan as formulated by the 
Planning Commission; 

(iii) to consider important questions of social and economic 
policy affecting national development; · -

No. 65/"fCF-67 

ORDER 

New Delhi, the 7th October, 1967 

(iv) to review the working of the Plan from time to time 
and to recommend su~h measures as are necessary 
for achieving the aims and targets set out in the National 
Plan, including measures to secure the active parti
cipation and co-operation of the pea p/e, improve the 
efficiency of the administrative services, ensure the 
fullest development of the less advanced regions and 
sections of the community and, through sacrifice borne 
equally by all citizens, build up resources for national 
development. 

4. The National Development Council will make its re
commendations to the Central and State Governments and 
will comprise of the Prime Minister all Union Cabinet Ministers 
Chief Ministers of all States and' Union Territories and th~ 
Members of the Planning Commission. Delhi Administration 
will be represented in the Council by the Lt. Governor and 
the Chief Executive Councillor, and the remaining Union 
Territories by their respective Administrators. Other Union 
~inist~rs and S~ate ~inisters may also be invited to parti
Cipate m the dehberattons of the Council. 

The Council may appoint, from time to time, suitable 
sub-cQmmittees or panels. 

5. The Council shall meet as often as may be necessary 
and at least twice in each year. 

6. The Secretary of the Planning Commission shall act 
as Secretary to the National Development Council and the 
Planning Commission shall furnish such administrative or 
other assistance for the work of the Council as may be needed. 

Sd. 
(D. S. Joshi) 

Cabinet Secretary 

New Delhi, the 1th October, 1967 

. Ordered that a copy of tho Resolution may be oommu
nt~~ed to the Statu Governments, . Union Territories, a11 
M~msters_ ~nd pepartment_s of the Government of India, the 
Pnme Mm1ster s Secretanat, the Secretary to the President 
the Secretary to the Vice-President, and Heads of all Jndi~ 
MtssJons abroad, etc., etc. 

Ordered also that the Resolution be published in the Gazette 
of lnd1a for general information. 

~d 

(D. S. Joshi) 

.Cabinet Secretary 
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ANNEXUR!!.· XI.4 

eSTIMATE OP RESOURCES I'OR. THB ANNUAL PLANS 1984-85, !985-86 AND SEVENTH I'JVE YEAR PLAN I Q85-Qo 

(Rs. crores) 

1984-85 JQ85-86 1985-90 
States 

Sta.tc 's Cenhal Total State's Central Total State•s Central Total 
own Re- Assistance own Re- Assistance own Ne- A<isislancc 
sources SOUICCS sources 

I. Andhra Pradesh 677.16 241.15 918.31 461.57 348.43 810.00 3579.68 1620.32 5200-00 

2. A .sam -11.21 371.21 360.00 7-38 402.62 410.00 34.92 2065.08 2100.00 

3. Bihar . 389-37 361-63 751.00 301.15 549.85 851-00 2810.04 2289.96 51()(1,00 

4. Guiarat 781.02 153.98 935-00 599.46 204.54 804,00 4948.33 1051 .67 6000.00 

S: H>ryana 356.00 74-00 430-00 347.70 132.30 480-00 2511.01 388.99 2900.00 

6 • H imacba1 Prades b 52.89 115.28 168.17 5.19 171 .21 177-00 196.98 863.02 105(1.00 

7. Jammu & Kashmir -25-92 260.92 235.00 -66.72 326.72 260.00 -438.68 1838.68 1400.00 

8. Karnataka 502.05 147.95 650.00 460.35 190.65 65!-00 2626-27 8'3-73 3500.00 

9. Kerala 243.73 111.27 355.00 70.68 384.32 355.00 963.09 1136.91 2100.00 

10 . Madhya Pradeih 785.86 274.14 1060.00 830.06 339.94 1170.00 5120.94 t8n.o:; 70ll.OO 

II . Maharashtra 1382.43 267.57 1650.00 1360.37 319.63 1700.00 8723.32 1776.68 10500.60 

12 ·' Manipur -15.88 76.88 61.00 .-28.92 98.92 70.01) -115.00 545.00 430,00 

13 . Megba!aya . 4.92 60.08 65.00 10.63 64.37 75.00 -1.28 441.28 440.00 

14 . Nagaland .. -27.80 83.90 56.10 -58.31 123.31 65.00 -266.88 666.88 400.00 

IS. Orissa 277.71 172.29 400.00 229.37 220.63 450.00 1556.24 1143. 76 270J.OO 

16. Punjab 260.51 83.81 344.321 302.86 197.14 500.00 2818.07 466.93 3285,00 

17 . Rajasthan 86.26 170.00 256.261 214.35 215.65 430.00 1860.23 1139.77 3000.00 

18. Sikkim 4.02 31.06 35.08 -3.88 44.88 41.00 -17.62 247.62 230.00 

19. Tamil Nadu 736.31 190.69 927.00 649.26 310.74 960.00 4312.14 1437.86 5750.00 

20. Tripura -15.57 78.89 63. 3l1 -1.19 87.19 86.00 -101.21 541.21 440.00 

21 • Uttar Pradesh 936.42 566.02 1502.45 987.62 654.38 1642.00 6839.45 3607.55 10447.00 

22 • West Bengal 377.56 33.76 411.32 168,89 206.11 675. 00 2911.11 1213.89 4125.00 

Total 7707.85 3926.48 11654.33 7168.47 5493.53 12662.00 50861.15 27235.85 78097.00 

J. Gap of Rs. 95. 68 crores was originally envJsaged for tbe Plan Outlay of Rs. 440. 00 crores. 

2. Gap of Rs. 130. 74 cro~es was originally envisaged for the Plan Outlay of Rs. 3il7. 00 crores. 

3. Gap of Rs. 4. 68 crores was originally envisaged for tbe Plan Outlay of Rs. 68.00 crores. 

Source : Government of India, Planning Commission. 
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ANNEXURI! XI.4A 

STATEMENT SHOWING 1984-85 OUTLAYS SfATi'.ifU.'HO'I raR.~lf.J~lc5 
(Rs. crores) 

Annual Plan )984-85 Outlays Recommended by 

States 

States : 
Andbra Pradesh 

Assam 

Bihar 

Gujarat 

Haryaoa 

Himachal Pradesh . 

Jammu & Kashmir 

Karnataka • 

Kerala 

Madhya Pradesh . 

Maharashtra. 

Manipur 

Mcghalaya 

Nagalaod 

Orissa • 

Punjab 

Rajasthan 

Sikkim 

Tamil Nadu. 

Tripura 

Uttar Pradesh 

West Bengal 

Union Territories : 

A & N Islandl 

Arunachal Pradesh 

Cbaodigarh 

Tatal Stateo 

Dadar & Nagar Haveli . 

Delhi -

Goa, Daman & Diu 

Lakshadweep 

Mizorarn 

Poodicherxy . 

Total UT1 

Total Stateo/UTI · 

Proposed by the 
State Government 

2 

931.87 

435.8'7 

775.25 

986.58 

451.25 

183.00 

275.41 

684.74 

446.74 

1126.07 

1635.29 

118.16 

72.51 

75.76 

491.36 

488.00 

808.97 

40.36 

952.80 

115.94 

1665.00 

800.00 

13566.83 

l7.88 

98.07 

34.22 

9.94 

342.58 

88.00 

12.05 

59.66 

31.49 

713.89 

14280.71 

NR : Not recommended by Adviser (SP). 

Sour<~ 1 Government of India, Planning Commls1ion. 

Working Group 

3 

885. 59 

362.78 

744.47 

1046.86 

449.55 

194.73 

266.08 

637.98 

395.34 

1130.74 

1636.23 

75.78 

69.08 

60.43 

439.03 

497.08 

605.65 

40.16 

919.54 

81.54 

1674.81 

747.55 

11961.00 

28.90 

69.23 

31.41 

7.60 

297.51 

63.25 

6.66 

45.52 

26.13 

576.22 

13537.2:1 

Adviser (SP) 

4 

865.20 

NR 

NR 

NR 

400.00 

158.00 

225.96 

NR 

NR 

1010.43 

1555.52 

55.40 

58.22 

51.65 

350.00 

434.00 

NR 

31.80 

845.80 

NR 

NR 

NR 

28.90 

56.79 

31.41 

7.60 

275.00 

53.18 
6.66. 

36.29 

26.13 

As finally agreed 

5 

918.31 

360.00 

751.00 

935.00 

430.00 

168.17 

235.00 

650.00 

355.00 

1060.00 

1650.00 

61.00 

65.00 

56.10 

400.00 

440.00 

387.00 

35.08 

927.90 

68.00 

1502.45 

411.32 

11865.43 

28.90 

63.00 

31.41 

7.60 

290.00 

60.00 

6.66 

40.00 

30.00 

557.57 

'U4:U.57 



ANNEXURB XI. 4B 

SEVENTH PLAN (1985-96) OUTLAYS STATES/UNION TERRITORIES 

(Rs. croros) 

Seventh Pla!l (1985·90) Outlays Recommended by 

States ----Proposed by the 
States 

Worki111 Group Adviser (SP) As finally agreed 

I 2 3 .4 5 

States : 
Alldhra Pradesh 7500.00 6596.13 • 5200.00 

Assam 3550.00 2464.60 • 2100.00 

Bihar . 7002.00 5493.54 3250.00 5100.00 

Gujarat 8982.88 8939.43 45~0.00 6000.00 

Haryana 3200.00 3057.75 2570.00 2900.00 

Himachal Pradesh 1339.00 1248.30 920.00 IOSO.OO 

Jammu & Kashmir 2206.00 1842.28 !200.00 1400.00 

Karnataka . 5500.00 4620.74 • 3500.00 

Kerala 3300.00 2831.32 • 2100.00 

Madhya Pradesh • 7013.98 8778.36 • 7000.00 

Maharashtra 15200.00 13696.07 9000.00 10500.00 

Ma11ipur 1093.39 506.04 • 430.00 

MeJihalaya 680.55 . 564.13 • 4W.OO 

Nagaland 892.99 540.93 • 400.00 

Orisoa 5088.71 3444.08 1900.00 2700.00 

Punjab 4500.00 4423.19 2200.00 3285.00 

Rajasthan 6549.40 4970.38 • 3000.00 

Sikkim 302.50 289.04 2()().00 230.00 

Tamil Nadu 7000.00 5854.40 • 5750.00 

Tripura 1235.54 590.76 • 440.00 

Uttar Pradesh 16842.60 15265.82 • 10447.00 

West Bengal 6646.50 - 5982.51 40()().00 412$.00 

Total States 115616.04 101999.80 78097.08 
- - ---

U~tion Ttrritor,.ts : 

A & N Islands 527.58 305.09 273.55 285.00 

Arunachal Pradesh 931.04 532.96 370.00 400.00 

Chand igarh . 281.32 187.27 203.09 203.09 

Dadar & Naaar Havell 99.11 46.58 46.29 46.29 

2463.14 1903.90 • 2000.00 
Delhi . 
Goa, Daman & Diu 410.00 368.57 347.32 360.00 

Lakshadwecp 
95.41 52.45 43.90 43.90 

886.13 465.69 240.00 260.00 
Mizoram 

Pondicherry 
285.53 181.89 141.77 170.00 

-----
Total (UTo} - 6029.31 4044.40 3768-J(l 

Total (States and UTa) . 121655.31 106044.10 8!865.18 
- .. - .. - ----------- . - -- -- -

•Not recommended by Adviser {SP).. . . 

S 
' 

Government of India, Plann10a Commtsston. ourc • 
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A'NNExUR:Ii ,Xt.4c 
ANN'!JAt .PLAN.198S-86 OUTLAYS STATES/UTs 

(R<. croros) 

.. - . 
Annual Plan 1985-86 Outlays Recommended by 

States 
--------------. ----- . · Proposed by State · · Workins Group Adviser (SP) • · As finally agreed 

.. ' Governments · 

I 2 3 4 5 

Stales 

Andbra Prad .. b 1176.30 1099.03 • 810.00 

' 
.. 

'4io.oo Assam 550.00 432.22 • .. 
Bihar 1200.01 1067.05 547.00 851.00 

Gujarat 1191.32 1369.56 600.00 804.00 

Haryana 482.46 550.67 410.00 430.00 .. -. 
Himachal Pradesh 200.00 202. 76 168.00 177.00 

Jammu & Kashmir 366.53 334.91 235.00 26u.oo 

Kamataka - 850.00 832.32 • 651.00 

Kerala 549.00 513.51 • 355.00 

Madhya Pradesh . 1062.60 1414.53 • 1170.00 

Maharashtra 2126.81 2063.54 1500.00 1170.00 

Manipur 193.48 95.96 • . 70.00 

f~:i.egha!aya 135.81 107.78 • 75.00 

Nagaland 181.41 104.76 • 65.00 

Orissa 650.62 537.14 380.00 450.00· 
,. : 

Punjab 600.00 735.44 440.00 500.00 

Rajasthan 840.68 743.72 • 43o.oo· 

Sikkim. 50.11 45.37 36.00 41.00 

Tamil Nadu 1002.61 980.38 • 960.00 

'Iripura .. 202.86 104.79 • 86.00 

Uttac Pradesh . 2633.42 2456.58 • 1642.00 ... 
Wost Benaal ' 

1149.20 977.77 650.00 675.00 .. 
- - - · Totii.Siates - - I7395:Z3 16819;79 11662.00 

- ·---- ----

Uni11n Territories : 

A &rtf Islands 30.66 39.13 33.50 '33.50 

Anmachal Prad06h -~ 157.65 100.11 73.00 73.00 

Cbandiaarh 57.32 39.112 38.7~ 38.76 

Dadar & Nassr Havell 22.75 10.31 8.65 8.65 

Delhi 493.52 342.15 335.00 

Goa, Daman & Diu 79.74 74.39 72.10 64.00 

Lal<shadweep 14.23 9.11 7.65 7.65 

Mizorarri 149.10 85.26 48.00 48.00 

· Pondiclierry-- - ---------- --- "6(t.'~3 ... -.. - 36.07 27.00 33.00 
----- ------ ----

1iis.1o Total un 736.35 641.56 

Total Stales (UTs) 13510.93 17556.14 13303.56 

•Not recommended by Adviser (SP) 
Sowcs : GovOiliiDeJll of India, Plannina Commission. 
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ANNEXURE XI·$ 
MAJOR/MEDIUM IRRIGATION PROJECTS CONTINUING FROM PREVIOUS PLANS AND PRIOR TO 1974, ALON< 

WITH ORIGINAL COST •. COST REVISED IN 1983 AND AS ESTIMATED IN 1985 .. 

Sl. No. Name of tho Projoct 

I 2 

I • Aodhra Pradesh : 
Category A . 
(I) Godavari Barrage . · 
(2) Vamsadhra Stage I 
(3) Somasila Phase I 
( 4) Tungabadra HLC Stage II 

Category B , 
(I) Nagarjunsagar 
(2) Sriram Sagar 

2. Bihar : 
Category A . 
(I) Wostern Kosi Canal • 
Category B • 
(I) · B>gmati 

3. Gujarat : 
Category A • 
(I) Panam 
(2) Oamanganga 
(3) Mahi Bajaj Sagar 

4. Haryana : 
Car.gory A • 
(l) West om Jammu Canal (Remodelling). 
(2) G~~goan Canal 
(3) Loharu Lift (Stage I only) 

$ . Jammu & Kashmir : 
Category A. 
(I) Ravi Canal 

6 . Karnataka : 
Category A • 
(l) Tungabhadra Right Bank & Loft Bank Canals 

· (First Plan) . · 
(2) Tungabhadra High Level Canal 
Category· B . 
(I) Upper Krishna (Stage I only) 
(2) Malaprabha 

7. Kerala : 
Category A . 
(I) Pcrlyar Valley 
(2) Pamba 
(3) Kuttiad 
(4) Chittarpuzha 
(5) Kanhira Puzha 
(6) Pazhassi . 
(7) Kallada • 

8 . Madhya Pradesh : 
Category A · 
(I) Sindh Phase I • 
(2) Pairi 
(3) Jonk 
(4) Rangwan H. L. C. 

9. . Maluu'IIShtra : 
Category A • 
(I) Krishna • 
(2) Pcnch Irri _sat ion • , . • 
(3) Upper Tapi Stage I (Pat•) 

Original 

3 

26·59 
8·78 

17·20 
11 ·95 

91 ·12 
40·10 

13 ·49 

5·78 

10·67• 
24-40@ 
24·61 

5·51 
5·27 
4 ·13 

29·84 

23 ·00 
2 ·61 

58·20 
19·91 

3 ·48 
3·83 
4·96 
0·99 
3·65 
4·42 

13·28 

4·95 
4·97 
4 ·14 
I ·86 

27·66 
40·69 
13·1l 

(Rs. croros) 

Estimated cost of Projects 

Revised Cost in 1983 Latest Revised in 19 

4 5 

66·00 86·01 
37·57 51·15 
59·86 147 ·00 
48 ·00 Ill ·70' 

537·00 849 ·63 
368 ·00 651 ·00 

161·80 282'2\ 

75·51 197·83 

41 ·36 56·$4 
108·84 132 ·26 
41 ·22 . 46·70 

12 ·49 12·49 
15·00 16·83 
30·00 34 ·62 

52·70 71 ·66 

60·00 97·23 
10 ·80 1$•00 

400 ·00 1039·71 
192 ·00 259·64 

39 ·71 51 ·49 
43 ·00 52·00 
39·70 50·00 
12·80 17·85 
32·00 44 ·56 
42·00 49·12 

176 ·00 220·00 

16 ·00 22·71 
13·66 19·66 
8·30 14·89 
4·40 6·93 

114 ·96 155·00 
89·62 143.·20 
11·61 IOZ·13 
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(ANNEXURE XI· S contd, 

(Rs. crores) 

Estimated cost of Project 
Sl. No. Namo of tho Project 

Original Revised cost in 1983 Latest Revised in 1985 

Category B . 
(i) Warna 

(ii) Kukadi 
(iii) Bhima 
( iv} Khadakwasla 

I 0 • Maaipur : 
Category A . 

2 

(I) Loktal< Lift Irrigation 

11. o.;..,. , 
Category A • 
(I) Rangalidam 

I 2. PIIAjab : 
CategBrY A. 
(I) . Exten. of non-P6!'onnial Irrigation iR UBDC Tract 
(2) Utilisation of Surplus Ravi Boas Waters 

13. Rajasthan : 
Cattgory A • 
(I) Rajasthan Caaal Stage I . 
(2) Jalr.kam 
(3) Mahi Bajaj Sagar (Unit I) 
( 4) Gur11aon Canal 

Cattgory B . 
(I) Rajaotban Canal Stage II . 

14. Uttar Pradeob : 
Category A • 
(I) Sarda Sahayak 
(2) Gandak Canal • 
(3) Kosi Irrigation 

- (4) Increasing Capacity of Narainpur Pump Canal 
(5) Sone Pump Canal 

Category B • 
(1) Tehri Dam 

15. West Bengal : 
Category A . 
( 1) Mayuraksh i 
(2) Kangsabat i 

llnion Tt>rritoriu : 

I . Goa, Dam"" & Diu 
Catttory A . 
(I) Salauli 
(2) Dam:mganga 

2. Dadar and Napr Heveli 
Category A . 
(I) Dam:m 11:mga 

Non 

3 

31·09 
17·90 
42 ·58 
II •61 

4·62 

10·66 

N.A. 
N.A. 

66·47 
2 ·33 

13 ·70 
2·38 

89 ·12£ . 

64·84 
15 ·47 
2·93 
9·96 
5·64 

40·00 

7·23 
25 ·26 

N.A. 
N.A. 

N.A. 

4 

201 ·84 
240·60 
184 ·52 
Ill ·20 

16·86 

24·73 

N.A. 
N.A. 

228 ·20 
31 ·84 
31 ·78 
9·48 

28,·00 

378·00 
85 ·58 
12·64 
15 ·00 
13·00 

N.A. 

20·46 
84·00 

N.A. 
N.A. 

N.A. 

s 

316 ·31 
269·00 
lOS ·12 
175·31 

23 ·53 

l1 ·9l 

9.52 
18·38 

228·29£ 
31 ·84£ 
31 ·78£ 
9·48£ 

286·00£ 

610·00 
35·33 
19·10 
28 ·10 
31 ·00 

250·80 

150·00 
100·00 

42·64 
7·16 

126·50 

Category A : Relates to Projects started before I 974 and are likely to be completed in the Seventh Plan. 
Category 8 : Major ongoing Projects of VII Plan started before 1-4-1974 which are likely to spill over into Ei hth PI 

SouRCI : Working Group Reports of each State as obtained from I & CAD Divi•ion of Planning Cormnission g an. 
• Include• cost of water supply also. 

~ Include• cost for the Dadra & Na~:ar Heveli and Goa, Dam:m & Diu for irri~ation water supply and power $•ctore. 
' P11blic Accounts Q>rnmittee, 14ht Report, 1953, · 
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ANNl!XURB XU 

PERCENTAGE DISTRIBUTION OF SIXTH AND SEVENTH FIVI! YEAit PLAN OUTLAYS AMONG CI!NTitE, STATE 
AND UNION TERRITORIES BY HEADS OF DI!VELOPMBNT 

List/Entry in Percentage of Centre, States' and U.T. '• Share in 
Head of Development the Seventh --:-:-:::---:-:---:-:--------------

Schedule to Sixth Five Year Plan Sevontb Fivo Year Plan 
wbicb it cor- -----------
responds Centre State U.T. Ceatro 

I 

I. Agriculture 

i. Agricultural Research & Education 

ii. Crop Husbandry 

iii. Soil and Water Conservation 

iv. Animal Husbandry and Dairying. 

v, Fisheries • 

vi. Forestry and Wild Life 

vii. Land Reforms . 

viii. Management of Natural Disasters 

ix. Agricultural Marketing and Rural Godowns 

2 

SL(I4) 

SL(I4) 

SL(I7)* 

SL(IS) 

SL(21) 

CL(I7 a&b) 

SL(I8) 

UL(91) 

CL(28) & 
CL(33b) 

x. Food, Storage and Warehousing, Food 
Processing . . . . CL(33b) 

xi. Investment in Agricultural Financial In· 
stitutions . UL(45) 

xii. Plantations 

D. Rural Dnelopment 

1. Integrated Rural Development and related 
· Programmes 

ii. National Rural Employment Pro!l'"amme 

SL(I4) & 
CL(I7a) 

SL(S) (6)(14) 
(15) (18), etc. 

CL(23). 

iii. Community Development and Panchayat In· 
stitutions . SL(5) 

iv. Cooperation SL(32) 

v. Special Employment CL (23) 

vi. Rural Landless Employment Guarantee Scheme CL (23) 

vii. Integrated Rural Ener~ Programmes 

m. Special Area Pro1rammes 

i. Hill Areas . 

ii. Tribal Areas • 
iii. North Eastern Council • 
iv. Development of Backward Areas 

v. Border Area Development Programme . 

vi. Western Ghat Development Programme 

vii. Other Area 

JV. Irrigation and Flood Control 

i. 

ii. 

MaJor and Medium Irrigation 

Major Irri~ation • • 
iii. Command Area Development 

• 

• 

iv. Flood Control including Anti-Sea Eresion 

52-325/87 

CL(38) 

CL(20) 

CL(20) 

CL(20) 

SL(J1)• 

SL(I1) 

SL(I7)• 

SL(I1) 

3 

43·0 

63 ·2 

23 ·7 

20·8 

46·2 

46·8 

15 ·2 

9·9 

100·0 

48·5 

87·1 

43·1 

28 ·6 

28 ·I 

2·0 

36 ·I 

5·1 

1-1 

3·9 

35·0 

16 ·I 

4 

54·8 

36·8 

73·5 

74·5 

50·8 

49·1 

80·8 

89·5 

50·5 

11·4 

19 ·I 

•• 

43•3 

95·2 

61 ·8 

100·0 

•• 

100·0 

IO!HI 

100·0 

100·0 

100·0 

•• 

•• 

9%·11 

98·3 

94·5 

64·9 

79·2 

5 

•• 
2·8 

4·7 

3·0 

3·4 

4·0 

0·6 

100·0 

1 ·0 

1-S 

.. 

0·6 

2·8 

2·0 

.. 

•• 

. . 

.. 

.. .. 

.. 
2·0 

0·6 

1 ·6 

0·1 

4 ·I 

' 
38·4 

60·3 

39·4 

14·9 

38 ·I 

34·1 

24·11 

9·3 

47·4 

411·2 

55·2 

100·9 

54·0 

53·7 

50·3 

35·7 

100·0 

12·4 

.. 
.. 
.. 

4·9 

0·4 

4·8 

29·9 

15·8 

State 

7 

59·1 

39·3 

58·1 

88·7 

57·1 

61 ·2 

72-1 

89·4 

52·6 

57·8 

IG ·1 

44·8 

45·7 

46·3 

49·7 

95·2 

62 ·I 

100·0 

77·8 

108·0 

lt'JQ·t 

ll!tHt 

lefl·l 

108·0 

1111·1 

180·8 

11!8·8 

93·9 

99·1 

93·3 

69·6 

76·7 

U.T. 

8 

2·5 

0·4 

1-8 

4·4 

4-1 

4·7 

3·9 

I ·3 

2·0 

8·3 

0·3 

0·3 

4·1 

2·2 

9·11 

1 ·2 

1·5 

1 ·9 

O·S 

7·5 
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ANNEXURE XI ·6-C,.md. 

List/Entry in Percentage of Centre, States' and U.T.'a Shares io 
Head of Development the Seventh 

Schedule to Sixth Five Year Plan Seventh Five Year Plan 
which it cor· 

responds Centre State U.T. Centre State U.T. 

1 2 3 4 5 6 7 8 

v. Eaergy • 45·2 53·9 0·9 57·5 4Hi 0·9 

i. Power CL(38) 24·5 74·2 1-3 32·2 66·2 1 ·6 
ii. New and Renewable Sources of Ener~ CL(38) 100·0 79·4 19 ·1 1·S 

iii. Petroleum , UL(53) 100·0 100·0 

iv. Coal • SL(23) & 100·0 .. 100·0 
UL(54) 

VI. Industry and Minerals 85·0 14·6 0·4 82·6 16·9 CI·S 
i. Village and Small Scale SL(24)• 51:9 45·8 2·3 46·7 50·1 3·2 

ii. Lar!<> and Medi urn Industry SL(24)0 89·5 10·4 0 ·I 87·6 12 ·2 8·2' 

VII. Transpert 67·8 29·9 2·3 71·7 25·1 3·% 
i. Railways UL(22) 100·0 100·0 
ii. Roads SL(t3)0 & 24·1 

UL(23) 
69·8 6 ·1 19·6 70·5 9·9 

iii. Road Transport • SL(13) 5·9 93·0 Jot 10·2 87·7 2 ·I 
iv. Ports. UL(27) & 40·61 CL(31) 4·5 3·2 90·0 7·7 2·3 "· LiBbt Houses CL(26) 0·8 J 
Yi. Sllippillg . UL(25) & 50·9 83·9 0·8 15·3 CL(32) 

vii. Inland '!Vater Transport SL(13) & 62·8 34·0 3·2 58·7 29·8 1. CL(J2) 

viii. Civil Aviation UL(29) 98·9 0·7 0·4 96·3 3·3 0·4 
ix. Meteorele~ UL(68) N.A. N.A. N.A. 
lL Tourism UL(97l 38·4 54·1 6·9 42·5 50·4 7·1 

xi. Faral<ka Barra!e UL(24) 100·0 100·0 .. 
xii. INSAT-Space SeJment UL(JJ) 100·0 N.A. N.A. N.A. 

VIII. Ce-llllications aod Information & Broadcastine 99·0 0·9 0 ·1 98·4 1·5 0 ·1 
i. Posta. UL(31) 100·0 
ii. CommlDicatioo . UL(31) 100·0 99·8 0·2 
iii. JNSAT-Spaoc Sepnent UL(31) 100·0 100·0 
iY, Broadcasting UL(31) 100·0 100·0 ... 
"· Doordanloan UL(31) 

100·0 
vi. Information and Publicity UL(31) 48·4 45·9 5·1 23·5 71 ·5 S ·5 vii. Filma • UL(31) 

100·0 

IX. Science and Tecbnolegy 98·0 2·0 93·4 6·4 0·2 L Atomic Ener~ . UL(6) 100·0 100·0 u. Space. • UL(66) 110·0 100·0 
iii. Scientific Research (including INSAT-Space 

Segment) . UL(66) 94·7 5·3 84·4 15·0 0·6 iv. Ecology and Environment/Prevention and 
Control of Air and Water pollution and Gan!a 
Action Plan UL(97) 100·0 81 ·8 17·7 0·5 
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ANNEXURE Xl.6-Contd. 

Head of Development 
List/Entry~in Percentage of Centre, States' and U.T'.s Shares in the Seventh --:-: _ _:_ ___ _.:... _______ _:_:..:._.:..._ __ _ 

Schedule to Sixth Five Year Plan Seventh Five Year Plan 

v, National Tex Houses 

vi. Ocean Development • 

1 

vii. Foren•ic Science Labs. and Police Wireless 

viii. Scientific and Industrial Research . 

& S<K!ial Senices • 

I. Education Culture 1t. Sporta • 

(a) Ge11eral Education 

<•) Art II. Culture 

(c) Tccluoical Education 

ii. Health incluoling Medical 

iii. Family Plaooiog • 

iv. Houoina 

v. Urban Development 

vi. Water Supply and Sanitation 

which it 
corresponds 

2 

CL(39) 

UL(27) 

UL(6S) 

UL(66) 

CL(2S) 

CL(2S) 

CL(2S) 

CL(2S) 

SL(6) 

CL(20(A) 

SL(3S) 

SL(3S) 

SL(i) 

vii. Welfare of Scheduled Castes, Scllecluled 
Tribes aaol Otller Back ward Classes CL(20) 

viii. Special Ceatral Assistaace for Scheduled Ca•tco 
Co•poaoat Plus CL(20) 

ix. Secial aad wo ... en's Welfare CL(20) 

x. Nutritien • CL(20) 

xi. Labour aad Labeur Welfare CL(23) 

XI. Others 

i. Statistics CL(20) 

ii. Rehabilitation of Displaced Persons 

iii. PlaMDiaS Machinery • 

iv. Statioacry and PriDting 

v. District Pla110ing 

vi. Public Distribution System 

vii. Official Language-Hindi 

viii. Public Works 

ix. Trailing fer Development 

x. Other classified Services 

xi. Unallocated 

Graad Total 

CL(27) 

CL(20) 

CL(39) 

CL(20) 

CL(2S) 

SL(3S) 

CL(2S) 

UL(97) 

Ceatro Stato 

3 

100·0 

31·7 

23·9 

60·8 

60·5 

33·0 

100·0 

20·1 

11·0 

IS ·7 

25·0 

100·0 

ss ·I 
6•3 

39·3 

32·6 

72·2 

100·0 

100·0 

30·3 

100·0 

1·3 

48·5 

4 

61-11 . 

69·0 

37·9 

35·7 

59·9 

.. 
71·5 

78·3 

79·6 

73·1 

40·4 

90·1 

56-1 

65·1 

25·7 

.. 
6S·t 

97·5 

49·1 

U.Ts. 

s 

5·4 

1-4~ 
10·7J 

4·7 

1·2 

4·S 

l·6 
4·6 

l·l 

2·1 

3·1 

2·S 

3·2 

• Subject to provision of some Entry in tile Union Li•t. 

•• Included under Crop Husbandry. 
SQurce 1 Government of India, Planning CoiDIDission-Seventb Fivo Year Plan, 19115-90. 

Nottl 1 (i) UL : Union List. 
(ii) SL : State List. 

(iii) CL : Concurrent List. 
(iv) Numbers in the brackets refer to the Entry in the relevant List. 

Centre State 

6 

100·0 

100·0 

100·0 

35·3 

27·4 

26·5 

100·0 

10·8 

19·0 

11·5 

100·11 

19·0 

0·4 

21·6 

12·1 
43·1 

99·1) 

10·1 

9·7 

S·4 

too·• 

29·3 

12·0 

53·1 

7 

51·5 

S4·7 

66·0 

71·0 

74·3 

1·2 

19·0 

97·3 

6S·I 

14·7 

Sl•9 

IS ·S 

80·7 

99·2 

IS ·6 

96·7 

S3·S 
19·3 

81·0 

44·1 

U.TI. 

I 

.. 

.. 

7·9 

7·S 

.. 
12·2 

1·3 

.. 
l·O 

2·3 

5·6 

l·S 

4·3 

0·1 

3·7 

9·6 

11·1 

6·11 

3·3 

17·3 

10·7 

Z·J 
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CHAPTER XII 

INDUSTRIES 

I. INTRODUCTION 

12.1.01 'Industry' forms a vital sector in the plan
ned. ctevelopment of the country. Need for pro
tectiOn to tndrgenous industry as well as control 
over key industries was recognised even before In
depen~lence. The Industria! Policy Resolution, 
1948 ts a land-mark in the industrial development 
of !h~ wuntry. It recognised the importance of 
raptd tndustnal development as an essential in<>redient 
of the strategy for economic development. "certain 
areas, . e.g., ar'm,; and ammanition, atomic energy 
an~ ratlway tran:;port were to be monopolies of the 
Umon. In basic industries like iron and steel coal 
ship-bu!lding, m2.nufacture of telephone, telegraph 
and wtreless apparatus (excluding radio receiving 
sets), the State v1ould be exclusively responsible for 
the establishmen I of new units. The rest of the 
~eld was normally open to p•·ivate enterprtse, sub
Je~t to prog-cssiv,, participation by the State. 

• 
12.1.02 A rev'sed Industrial Policy Resolution 

wa; adopted by P:diamcnt in 1956, keeping in view 
the need for rapid planned development and con
Sistently wiih the objective of a socialistic pattern of 
society that it hal'. approved a little earlier. This 
Re;olution has re 11ained the corner-stone of Indus
trial Policy ever si ~ce. The Second Five Year Plan 
stated : "Essentidly, this (Socialistic Pattern of 
Society) means the.t the basic cdterion for determining 
the lines of advauce must not be private profit but 
social gain .......... "1 

12.1.03 The Ind'.l,trial Policy Resolution, 1956 
envisaged that the State would assume direct res
ponsibility over a wider area in th~ future develop
ment of industry. All industries of basie and 
strategic imparlance, as well as industries in the 
nature of public utilities, were reserved for deve
lopment by the State. Other industries which 
required heavy investmer;t were also reserved for 
public sector. Industries were classified into three 
categories. Firstly. there wer~ those exclusively 
reserved for the public sector, e.g .. Iron and Steel, 
Atomic energy, Coal and lignite, Mineral oils, Air 
transpon, Railwav transport, Ship-building and 
Generation and distribution of elecrricity. In the 
seconcl category were those industries which would 
be progressively State-owned and in which. the 
State would gene• ally take initiative in setting up 
new undertakings, e.g., Machine tool,, Fertilisers 
and Anti-biotic and other essc-ntial drugs. Howevec, 
the private sector also was expected to supplement 
the efforts of the State in this category. Thirdly 
develo'Jment of all the remaining industries was 
left open to the initiative of the private sector but 
subject to social control. 

1Govcrnment of India, Planning Commission : Second 
Five Year Plan (1956), p. 22. 

53-325/87 

12.1.04 The Industrial Policy Resolution, 1956 
also contemplated that the disparities in levels of 
dcvelop~ent between di fi'ercnt regions ~hould be 
progressively reduced and emphasised the need for 
bulldmg up of necessary infra-struc·-ure in the inc:!uS
tnally less developed areas. 

12.1.05 Another important step was the passing 
of the Monopolies and Restrictive Trade Practice> 
Act in 1969, but this applied only to very big indus
tncs and did not r<Lise any Union-State issue. 

2. CONSTITUTIONAL PROVISIONS 

12.2.01 The subject 'Industries' has been enumera
ted as Entry 24 in List II. However, it is expressly 
subject to Entries 7 and 52 of List I. With respect 
to 'industry', which is a legislative head enumeratetl 
in List II, the States can be denied competance only 
to the extent Parliament by law makes the requisite 
declaration under Entry 7 and or Entry 52 of List I. 

12.2.02 Entry 7 of List I refers to 'Industries ''e
clared by Pal'liament by law to be necessary for the 
purpose of defence or for the prosecution of war. • 
Once such a declaration is made by Parliament, it 
would be entitled to legislate in respect of that in
dustry to the exclusion of the competence of State 
legislatures. 

12.2.03 Again, Parliament may, by law, declare 
Union control of any industry to be expedient in the 
public interest vide Entry 52 of List J. This Entry 
does not as such, confer on Parliament unfettered 
legislative competence. But once the requi~it~ 
declaration is made by Parliament, it acqmres 
such competence with respect to that industry. 

12.2.04 However, under Entry 7 and/or Entry 
52 of List I a declaration in abstract is not suffi
cient. Parliament must by the law incorporating 
the declaration, specify the industry and indicated 
the nature and extent of the Union control over it. 
If this is done, to the extent covered by the declara
tion and the concomitant legislation, the legislative 
competence of the States. With respect to that 
industrv, i> abstracted out of the States' legislative 
field. Thi,; was clarified by the Supreme Court in 
Ishwari Khaitan Sugar Mills (P) Ltd., vs., The 
State of U.P. and others,• as follows :-

"the State Legi>lature can be denied legislative 
oower under Entry 24 of List II to the extent 
Parliament makes declaration under En !I y 52 
and by such declaration Parliament acquires 

•AIR 1980 (SC 1955). 



power to legislate only in resped of !hose indus
tries in respect of which declaratiOn? ts _mad~ and 
to the extent as manifested by leg1slat10n mcor
porating tlte declaration and no more".• 

3. INDUSTRIES (DEVELOPMENT & REGULA-
TION) ACT, 1951 

12.3.QI The Industrial Policy Resolution, 1948 
was followed bv a comprehensive enactll"ent, 
namely, the Industries (Development & Regu1a
tion) Act, 1951 (IDR Act). The Act has s~ far 
been amended on ten occasions. Thts Act provided 
the necessary frawework for imrlementing ~he 
policy outlined earlier. It enable~ the U~10n 
Government to direct inveslmem mfo de>.tred 
channels of industrial activity in keeping with 
national development objectives and goals-through 
the mechanism of licensing. It also gave powers to 
the Union Government to secure a more balanced 
regional development through regulation of loca
tion of industries. 

12.3.02 This Act brought under Union's control 
the development and regulation of a number of 
important industries, regulation of which was 
deemed expedient in 'public interest'. Section 2 
of this Act declare~ that it is expedient in public 
interest that the Union should take under its con
trol the industries specified and these are placed 
in the First Schedule of the Act. After the announ
cement of the Industrial Policy Resolution, 1956, 
by an Amending Act (1957), passed under Entry 
52, List I, the First Schedule of the IDR Act was 
replaced by a more comprehensive one. 

12.3.03 The Act provides for the constitution of 
Advisory and Development Councils to advise the 
Government of India on matters concerning the 
development and regulation of the Scheduled indus
tries. It also provides for registration, licensing and 

•After examining the position the Supreme Court further 
held as follows :-
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"The declaration made in S. 2 of the Industries (Develop
ment and Regulation) Act, 1951 is a declaration made in an Act 
enacted to provide for development and regulation of certain 
Industries. The declaration for assuming control is to be found 
in the same Act which provides for the limit of control. The 
deducible inference is that Parliament made the declaration for 
3 ,,.uming control in respect of declared industries set out in the 
Schedule to the Act to the extent mentioned in the Act. It is 
difficult to accept the submission that S.2 has to be read de-hors 
the Act and not forming part of the Act. This would be doing 
vi nlence to the art of legislative draftsmanship. Th~ Industries 
(Development and Rc~ulation) Act, 1951 prescribes the extent 
0 f control and soecifies it. As the declaration trenches upon 
the State leagislative power it has to be construed strictly. There
fore, even though the Act enacted under Entry 54 which is to 
some extent pari materia with Entry 52 and is a parallel and cog
nate statute while m;:tking the declaration the Parliament did use 
the further expression "to the extent herein provided" while 
ao;;suming control, the ahsence of such words in the declaration 
in S. 2 would not lead to the conclusion, that the control assu
med was to be somethin~in abstract. total and unfettered and 
not as per various provi'iion~ of the IDR Act. The lacuna, if 
any, is made good by hedgmg the power of making declaration 
to be made by law. Legislative intention has to be gathered 
from the Act as a whole and not by piecemeal examination of its 
provisions. It would, therefore, be reasonable to hold that to 
the extent Union acquired control by virtue of declaration in 
S. 2 of the IDR Act as amended from time to time, the power 
of the State Legi>lature under Entry 24, List II to enact any 
legislation in respect of declared industry so as to encroach 
upon the field of control occupied by IDR Act would be 
taken away." 

investigation of the Schedukd industries .. It envi
sages regulation of production, _dtstnbutwn and 
prices of any articles or clas_s of ar_ucles produ~ed by 
the industrial undertakmg, mcludmg prohtbttlon on 
reducing the production of any particula~ article or 
class of articles. It also enables the Unton to levy 
and collect a cess on the Scheduled industries. Ma
nagement of any undertaking can abo be taken 
over. The,e, among the more important of the 
various provisions of this Act, sh?w clear!~ that the 
Act is comprehensive and deals wtth practtcally all 
aspects of the industries included in the First Sche
dule to the Act. 

4. CRITICISM 

12.4.01 Except three State Governments, none of 
the political parties or States, has criticised the 
structural aspects of Entry 52 ofLi't T. One of them 
has observed that the expression 'in public interest' 
is very wide and can bring any and ev~ry indu~try 
within the scope of Entry 52. On thts. premtse, 
it has suggested that Entry. 52 be modtfie? and 
limited to only core industrtes of cru:t al Impor
tance for national development and these should 
be specified in the Entry itself. On the same lines, 
another State Government has suggested that only 
'key, basic and strategic industries' of 16 types 
named by it be spectfied and ret~ined in Entry 52 
of List I. Yet, a third State Government has sug
gested that the expression 'in the public interest' 
should be clearly defined to circumscribe its scope. 

12.4.02 Many State Governments and poli
tical parties have criticised the action of the Union 
Government in bringing into the First Schedule 
of the IDR Act a very large number of industrks, 
thereby denuding the States of legislative compe
tence available to them under Entty 24 of List II. 
There has been an allegation that as a consequence 
'Industry' has got converted into a Union subject. 
They have also drawn attention to assumption of 
control over itmes like bicvcles, razor-blades, pres
sure cookers, hurricane lanterns, and the like, as 
examples of excessive and widespread control. It 
has also been pointed out that even when the need 
was felt for regulating only a particular aspect of an 
industry, by its inclusion in the First Schedule of 
IDR Act, the Union acquired control over it in <II 
its aspects. While none of the States has question eel 
the need for the Union to be clothed with sufficient 
powers to control any specified industry when con
sidered expectient in public interest, it is the excessive 
occupation of the field of Industry that is bein~ 
criticised severely as being against the spirit of the 
Con,titution. 

5. EXAMINATION OF ISSUES 

12.5.01 An eminent American expert, while 
dealing with Federal legislative power in the United 
States of America, has observed : "Of LOurse, no 
one expects Congress to obliterate the States, at 
least in one fell swoop. If there is any dan~er, it 
lies in the tyranny of small decisions-in the pro.,pcct 
that Congress will nibble away at State sovereignty, 
bit by bit, until essentially nothing is left but a gutted 
shell".• The vires of individual actions may not 

'Tribe, Lawrence H. American Constitutional Law, (1976), 
p. 302. 



be in doubt, bu, taking all the decisions in their 
totality, th~1·c is cause for concern if the legislative 
~nd c~ecut1ve comp~tence of States i •1 regard to 
mdustnes IS 1 educed to a vamshing point, notwith
standing the fact that the Constitution enumerat~s 
'Industries' in the State List. It is, therefore, 
necessary to evaluate the criticism and the various 
suggestions in the above perspective. 

Constitutional A~pects 

12.5.02 In the Chapter on Legislative Relations 
we have dealt with the suggestion that core indus
tries of crucial importance should be enumerated 
in Entry 52 of List I itself. The need for the Union 
to have >Ufficient powers to control specific im
portant industries is conceded. As regards the 
suggestion to modify Entry 52 of List I, we have 
noted in the Chapter on Legislative Relations that 
in the dynamic situation that obtains, the control 
of any industry considered expedient in public in
terest at a given point of time may not always 
remain so. In course of time, it may become neces
sary to bring unde1 Union's control new industries 
and delete or modify existing items in the First 
Schedule. If the suggestion to modify Entry 52 
of List I is accep,ed, it would make the system too 
rigid, calling for amendment of the Constitution every 
time a deletion, mojification or addition becomes 
necessary, in the public interest. 

12.5.03 'Public interest' is not easy to define. 
Obviously, an expression of widest amplitude has 
been used to enable the Union to assume control 
of any industry so as to subserve the accepted soda
economic policies. The concept of 'public interest', 
if it is to retain 1t• dynamism, has to be adapted 
and attuned from time to time to the changing socio
economic conditions. This apart, it is not feasible 
to divide industries into water-tight compartments 
between the Union and the States on the inconstant 
criteria of 'i>ublic interest'. For the above and other 
reasons mentioned in Chapter II, we are unaJ:,le to 
support the proposed modification of Entry 52. 

Use of IDR Act 

12.5.04 We now consider the allegation made by 
some State Governments that the ID R 1'-ct ~as been 
used by the Union in a manner so as to acqmre n~ar 
total control over <he mdustnal sector. The First 
Schedule of the IDR Act, contained 37 items in 
1951. In 1953, certain items were added to it. In 
1957, substitution ~f an altogether new Schedule 
brought about a major c~ange through an _elaborate 
and detailed reclassificatiOn of mdustnes .. Furthe1 
additions to the First Schedule ~ere m~de m 1962, 
1973 and 1979. At present the Industnes mduded 
in the Schedul~ a1e divided into 38 maj~r heads 
comprising 171 item~. The. 1tems . now mcluded 
. v·r a v··,·y wide range of mdustnes. Many on the 
coc ~ 'db ''h' items listed are pre,fixed hy t

1
!tke, expressiOn sue as 

and suffixed by an t e I e . 

12.5.05 Increase in the scope and extent of Union 
control over industries has been attr~butcd by the. 
u ion Government to the needs ansmg out o! 
pl~nned economic development and th~ concept of 
mixed economy adopt.ed by t~e1 coduntry. h Fu

1 
rt~cr,1 'th the growth of mdustna an tee no og1ca 

;~se, it became possible to produce many more 
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complex and sophisticated items withi" th. country. 
According to it, it became increasingly ne~essary 
to secure that industrial investments were not left 
to be regulated by market forces alone a> this could 
result in a bias in favour of areas of high profitability 
but of low national priority. Small inustrics also 
needed to be protected against competition from 
medium and big industrie. from social considera
tion. 

12.5.06 The UniOn Gove1 nmen• has informed us 
that one of the most important rca>ons for enlarging 
the scope of licensing controls, is the responsibility 
of the Union to ensure balanced regional d~velop
ment. For example, for the development of back
ward areas, industrial licensing policy may have 
to be used purposively in their favour, in addition 
to suhsidies and tax advantages. Similarly, pre
ference may have to be given for the protection and 
development of small industiics also. Setting up 
of new units or exapansion of existing ones is not 
normally permitted within the standard urban 
area limit of a large metropolitan city having a 
popu1ation of more than 10 lakhs and within the 
municipal limits of a city having population of 
more than 5 lakhs to prevent concentration of indus
tries in already developed areas and to save densely 
populated areas from adverse effects of pollution 
arising out of industrial development. This also 
helps in indu.trialisation of le>S developed areas. 

12.5.07 The que;tion, however, arises whether 
this is the right way of achieving these objectives. 
Must .he Union Government take blanket powers 
under the !DR Act to deny tht State completely the 
powers that the Constitution primarily gives them? 
Further, must this denial be for all time to come or 
there should be some time-limit to it? Should not 
there be s.:~me meaningful and effective review in 
consultation with the States at prescribed inter
vals? 

12.5.08 A suggestion has been made that where 
only a limited aspect of an industry needs to be 
controlled by the Union, it i~ not necessary to include 
it under the lOR Act. A larg~ number of industries 
were added to the First Schedule on the ground 
that it was necessary;to protect small scale indus,ries. 
As a result the Union has assumed full control 
over them. This action has been criticised hy the 
State Governments. They have suggc.tcd that 
instead of including such industries in the Schedule 
to the !DR Act, a separate legislation limiting itself 
to the said objective, would have been sulficient. 
We find merit in this suggestion. 

12.5.09 Ently 52 of List I requires that Parliament 
should declare, by Jaw, that it is expedient in the 
public interest for the Union to contml a particular 
industry to a !?articular extent fm. a particular 
purpose. If .Umon. control of a specrfic aspect C?f 1 
an industry 1s considered expedient In the public 
interest it would re advisable that the lOR Act 
is suitably amended to facililate the Union Govern- 1 
ment's regulation of that aspect only. Parlrament 
may have to pass a separate law u~der Entry 52 
of List I. It will be then able to examme thoroughly, 
the pros and cons, which could not b~ done fm the 
items included in a blanket manner m the present 
lOR Act. If su~h new legislation presenls any 
serious difficulty, an alternative may be to replace 



tlte pr.:sent First Schedule of the IDR Act by several 
ScheJules, each or which would >pecify the purpose 
tor wltich a p:~rticular Lontwl was imposeu on an 
industry so that all othet areas of Entry 24 of List II 
remain unoc~upied by the Union. We recommend 
that the Planning Commissi->n, in consultation with 
the Ministries of Inaustry and Law and Justice, 
should prepart a paper on this subje~t for the consi
deration of the NEDC at an early date. 

12.5.10 We strongly recommend that as a man
datory legal requirement, there >hould be a periodi
cal review, say, every three years, to determme 
whether in respect of any of the industries the 
Union's control should be continued ... or relaxed or 
lifted. Such a r~view may be undenaken by a Com
mittee of Exp~rts on which the State Governments 
should be represented on a zonal basis. The pur
pose of the review Wtll be two-fold. First, it will 
help ascertain the reasons for keeping or including 
any industry in th~ First Schedule or for deleting any 
industry theretrom. Secondly, it will bring out in 
a specific manner the respective aspects in which the 
Union and the State Governments will have to play 
their respective roles in developing and regulating 
big, medium and small industries. This will, in 
tum, help foster ,he needed coordination and con
sensus betwe~n the two levels of Governments. The 
result of the review may also be placed before the 
NEDC. 

J2.5.ll The Union Government bas constituted 
a Central Adisory Coun<.;il for advis111g it on all 
matters conceming tho development and regulation 
of industries. It would be desirable to have the 
representatives of the State Governments also on 
this council. We haw been informed that very 
recently the Umon Government has provided for 
observers fwm the State on the Central Advisory 
Council on a zonal basis. This is a step in the right 
direction. But there is a case for rai>ing the status 
of such representation of the States from that of 
Observers to Members. 

6. lNDUSTRfAL LICENSING AND APPROVALS 

12.6.01 Industrial licensing, alongwith other modd; 
of industrial approval, wnstitutes a powerful tool 
of regulation available to the Union Government. 
Alongwith the license, a prospective enterpreneur 
may have to obtain one or more of the following 
approvals in w;ti:h c.1se a letter of intent has to first 
issue: 

(i) Capital goods import add 'anction of foreign 
ex~hange. 

(ii) Approval of foreign collaboration terms. 
(iii) Approval under the MRTP Act. 
(iv) Issue of capital for co rpm ate bodies under 

the Capital Issues (Control) Act. 
(v) Approval under the Companies Act for Cor-

porate Bgdies. · 

12.6.02 The system of industrial approvals was 
streamlined in !973 with the setting up of a centra
lised Secretariat for Industrial Approvals (SIA) in 
the Ministry of Industry. A Project Approval 
Board (PAB), a high power Committee of the Go
vernment, was set up to provide overall supervision 
and guidan~e, to review pending case< every quarter 
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and to e!Tect composite ciearance of applications. 
Under the existing procedures, siu:c 198u, letters of 
intcn.t, forei;;;n collaboration approvals and capital 
goods clearance are to be issued within 60 days of 
lltc receipt of applications and for the MRTP 
cases within 90 days. However, in actual practi~e, 
the industrial approvals are known to have taken 
much mor.! time. 

12.6.03 It appears that if there is even one in
efficient link or agency ·among the several that 
are usually involved in the decision-making pre cess, 
•he prescrioed time-limit breaks down. A useful 
corrective may be to appoint an 'Empowered Com
millet' for uking a fin« l decision, subject ((, a sort 
of 'sunset' rule that if any link or agoncy docs not 
give its comment by the due date, the Committee 
will take a decision without waiting for it. 

12.6.04 The State Governments, while criticising 
the present centralisation of powers in the Union 
Government, have suggested that powt.rs may be 
delegated to them or some speci fi~d agency of the 
State. Goyemment, in the manne: found necessary, 
t.or hcensmg of mdustnes, Import of capital goods, 
lorergn collaboratiOn, etc. Whe.·e this cannot be 
done, agencies of the Union Government itself 
may be established in all State capitals (and even 
two or three other towns in the bi:! States if neces
sary) with adequate puwers to/ these 'purposes. 
Yet another suggesticn is that States may be 
represented on a Zonal or sdec• i ve basi, i 11 the 
licensing committees so that their ·;iews are available 
to lhe Union Government before d~cisions are taken. 
It 1~ also u~ged that States may bt delegated powers 
t~ sluft, UllliS, for exanple, from one "no indll' try 
drstnct to other such "-reas within a State. 

12.6.05 The demand for delegation of licensing 
pow~rs stems from tl~e fact that often there are 
considerable delays in giving various approvals. It 
has been alleged that inspne of various attempts 
to streamline the pro.;edures for grant of licences, 
etc., even now app10vals are required from a large 
number of agencies of the Union Government and 
from financial institutions and this entails consi
derable delays. Many witnesses have complained 
that over . t!1e ye~rs, wles,. regulations, procedures, 
etc., for !Ldustnal hcensmg have become unduly 
complicated and time-consuming. Unless an enter
preneu~ rs located. near Delhi or has a good lobbyist 
there, 1t rs HnJ>ossrble for hrm to get a licence within 
a reasonble .trme. 

12.6.06 Bi~: industrialists often make U5e of this 
complicated procedur~ . and their own lobbying 
power to shut out pot.!ntral competition. Medium 
and .~maH cntereprenet.rs are !Lt gceat disadvantage, 
especraiJy rfthey are located wrtlun 0 utlyin~: States 
or Ill outlyrng r~gions 111 a big State. There is a 
~Jew that the relatrv.ely slow growth rate of industries 
Ill recent decades Is partly due to the complicated 
prccedures and centralisation that has taken place 
over the years. 

12.6.07 The Department of Indu•trial Develop
mtnt, Government oflndia, has s:ated that in case 
powers . are delegated to the States, the nation~! 
perspective whrch IS possible only at the Union's 
level may be lost sight of since each State Govern·
ment would be havmg Its own priorities. Further, 



iite obj~ctive of achieving balanced regional dcve
opment may r~cctvc a ;et back. Industries set up 

Wtthout prop~r coordination at th" national level 
~ay .lead to mfmctuous inveslmtnts also. Further 
tt ts tmportanc to ensure enivronmcntal safeguard~ 
and left to the States the possibility of environ
mental 1 ntere;ts being over-looked is high. 

12.6.08 ~tate Governments have on the other 
hand, pmnted out that even where an industry is 
Included 111 th<! Ftrst Schedule of the !DR Act there 
are many areas 111 which the Union can delegate 
powers and functions to them. It would be a situa
tton somewhat analogou; to the Mines and Minerals 
(Regulation and Development) Act, 1957. The 
MMRD Act has occupied the entire field on the 
Sl;lbJcct,. but for Implementation of its policy and pro
vtstons 11 makes constderable delegation to the States. 
Seclton 25 of the !DR Act also provides for dele
gatiOn of certain powers w the State Governments 
However, it appears that so far no power has bee~ 
delegaced thereunder by the Union Government to 
the States. 

. 12.6.09 We have considered carefully the various 
vtews placed before us and are of the view that the 
real solution does not lie in delega:ion of blanket 
powers to tb,e State; as such but in the Union exer
~ising weater d~grte oi restraint in occupying the 
m.dustnal fidd .. Once an industry is brought 
wtthm the p1rv1ew of Union's control in public 
mterest, tt ts necessary that it is dealt with at the 
national level. 

12.6.10 We find merit in the suggestion that dcle
gatior, of power;, to the extent permissible under 
SectiOn 25 of !DR Act, to the State Governments, 
would lead to co:wenience and tfficiency in tlte im
plementation of the Act, th~ full enforcement of 
which, in any ~ase, has to be secured with the co
op~ration of the machinery of the Stales. Where 
delegation of powers to States may not be desirable, 
greater decentralisation through <he Union's own 
ag~ncies should be considered. 
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12.6.11 So far as granllng of industrial licenses 
proper i~ con:erned, the function continues to be 
centralised. This has been justified by the Union 
Government on the ground that the Minislly of 
Industry has to cCJnsult continuously and frequently 
other Union Ministr.·es concerned. However, 
the problem of entr~p ·~:teurs in di,tant areas are 
real. Kesolution of th:se problems and difficulties 
will b~ in the interest c.f balanced industrial develop
ment of the country. We are of the view that in a 
numb~r of ca;es, not mvolving large investments, 
it will be conducive to public convenience, quick 
dispo,al and effidency in administration, if licences 
are issued to the entr~or~neurs from offices located 
in the States. With computerisatior, and recourse 
to advanced communication technology.. a stream
lined system of regional cle.arance of hcences can 
be evolved and coordmated wtth other types of mdus-
trial approvals. 

12.6.12 We r0commerid that the Union Govem
ment may consider orening li~ensin& . offi~es not 
only in four or five mdropoltt tn c~lles. but also 
in all State co.pitals and two 01 three otner Important 
towns in big States and vest them wtth adequate 

powerr;. 

12.6.13 We now ronstdet the suggc,t1on that 
ollic~s >i>vuldbe opened by the Uniofl Government 
and tls age~,ctes for other indu,tlial approvals in 
each State In order that relativdy smaller matters 
can be spetdily disp>sed of at these places. Vve 
have been mformed that dlices of tegional Conllo
ller of Imports and Export> nave hccr, openea in the 
metropohtan ~ities. Similarly, some regional 
branches have heen opened by the Dire~tor General 
of Techni~:tl Development. Limited powers have 
been gtven to these regional offices. National 
financing institutions like IDIU and IFCI have 
also opened regional offices with certain am~unt 
of delegation to app1 ove both direll and re-tinancc 
applications. But this is not enough. \\e arc of 
the view that considerable hard,ltip to the entre
preneurs can be avoided and objectiom of States 
met tf the tecommendation made by us in para 
12.6.12 is implemented. 

12.6.14. We would caution that it will not help in 
any way tf these agencies located in the States arc 
not given adequate power> and are made to act only 
as "post offi~es" as it were. That will onlv add 
to the delay, inetliciency and resentment. · 

7. LOCATION OF PUBLIC SECTOR 
PROJECTS 

12.7.01 Location of public ~ector projects has 
bee~ a m<:ttcr of concern to the States right from the 
begtnnmg as they a1e expected to bring in their 
wake gatns 1 n terms of developmeth ~f inf·astructure, 
cxpanston of employment oppor.ur.ilics and deve
lopment of ancillary industries. Some si udies have 
howev.:r, highlighted that several of the large publi~ 
sector proJects, be~ause of the nature of th .·i 1 tech
nology, did not g~nerate >trong inter-industri,.I 
linkages and spread-effect to benefit th~ local eco
nomics. 

12.7.02 The views of the States in regard to loca
tion of Central public ;ector projects arc broadly as 
follows : 

(a) There is a general ag;cemcnt that location 
of projects shou!d b~ bscd on oound techno
ecoaomk criteria. 

(b) A few States have exprcs;cd doubts whcthel 
in P'·Kiice, tcchno-ecor.omic consideration~ 
are b~ing applied in all cases to dctcrmtne 
hes·; locations. They have cited ca,cs alle!\ing 
arb1trary deviation from objective consider
ations and changing of locati,,t,s to other 
Sta~es even after decisi 'lOS had teen taken 
and communicated to them. 

(c) Some of the less dcvelop~d States have ;ug
ges_ed pr0fercntial treatment to backwatd 
areas in the location of Ccr,tral Proje~ts. 

(d) Sevetal State Governments have complained 
that they are not adequately consulted ir. 
the matter of delcrminiug location within 
the States. 

(c) A Stale Government ha' complained that 
inspite oft he instructions issued hy the Mrnis
try of Industry, the Union Ministries con
tinue to rest various concc<>ions from them 
for locating their projects. 



12.7.03 State-wise distribution of value of gross 
block and employment in C~ntral Public Sector pro
jects as in 1984-85 is furnished in Annexure Xll.3. 
It signifi~s a fairly dispersed investment among the 
States. Som! of the States have no doubt received 
in the past, large shares in investment because of 
location of raw materials and minerals snppoiting 
some basic. and heavy industries. In terms of 
employment also, some States have relatively larger 
shares especially due to concentration of coal mines 
which is an employment-intensive sector. But this 
was in national interest. The distribution of 
Seventh Plan outlay on puhlic sector project> among 
States classrfied by sectors and departmental alloca
tions (Annexure Xll.4) indicates, however, a more 
di,persed investment pattern. 

12.7.04 There is now evidence of a greater pre
ference in favour of the industrially backward 
States. 

12.7.05 We h8ve been informed that it is, indeed, 
the policy of the Government of India that techno
economic consideratiom should form the basis for 
determining tile location of Central public sector 
projects. Even the consideration shown to the 
industrially backward States rs stated to be subject 
to satisfaction of these criteria. 

12.7.06 In 1972, the procedure for wrcsrderation 
of investment proposals was streamlined. We are 
inform~d that at present, p:ojects involving invest
ment of Rs. 10 ctores and above, come undef rts 
purvi·~w. Investments between Rs. 10 to 20 crores 
are scrutinised first by the various agencies of the 
Government viz. Planning Commission, Bureau 
of Public Enterprises, Department of Economic 
Affairs, Plan Finance Division of Ministry of Fi
nance, Director General of Technical Development 
(D.G.T.D.), Department of Environment and the 
others concerned. After the Public Investment 
Board (PIB) clearance, the projett is submitted to 
the Unio!l Cabinet for approval. In case of pro
jects involving investment of Rs. 20 Crores and 
more, provision of a two-sta.ge clearan~e has heen 
laid down. First, the proposal is cleared for pre
paring a Feasii-ility Report I:Jy a Committee of the 
PIB comprising Secretary (ExpePditure), Secretary 
of Planning Commission and Secretary of the 
administrative Ministry concerned. The,·eafter the 
,ame proceduoe as for other projects is followed. 
It is dear that a fairly detailed drill has been laid 
down for er,suring proper comideratior. of invest
ment proposals. Nonetheless, there have been com
plaints from States in regard to location of Central 
Puhlic Sector Units. A credibility gap appears to 
exist. 

12.7.07 We now consider the suggestion that 
State~ should be repre,ented on the Public Inve,t
ment Board. PIB's function is techno-economic 
examination whi~h may even require consideration of 
alternative locations between two or more States. 
States' representation on it may take lobbying to 
this level also besides making it ur.duly large a 
body. However, once the locational decision is 
taken. it will only he :~dvantageous to consult the 
concerned State Government regarding alternative 
locations and the complementary provisions which 
the State will be required to make in its own Plan. 
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12 7 08 In order to reduce the possihillty ol any 
misu~derstallding on locational decisions we rc· 
commend that a comprehen>i\c paper be prcp~rell 
every year for discus>ivn at the NEDC grvmg. 
inter alia, infonn:ttioll sep:tla!ely fer new. large 
scale (i) 'foot loose' and (ii) 'non-foot loose' mdus
tries in (a) public and (b) private sector• <'n some k.ey 
aspects, e.g., loc£tion, investme~t, raw-mat~nal 
source, ou.put, employment, assistance expected 
from local governments and date of start ~nd 
completion. The NEDC will also be an appropriate 
forum to sort out any breach of disc:plint in matters 
like alleged 'bargaining' by some Union Miuistries 
or entrepreneurs for undu~ concessions from States 
fm locatmg projects. 

8. FREIGHT EQUALISATION POLICY 

12.8.01 A specilk issut represented to u:. by v 
State Government is that the Freight Equahsallon 
Policy followed with respect to basic commodities 
like Iron and Steel, Cement and Ferti;izer (Nitro
genous), produced in th:tt State, has op<rated to 
its disadvantage as similar freight equahs tion 
has not heen dolle in respect of other important raw 
materials, such a~ cotton. We understand that such 
representations have several time' received attention 
of expert committees in the Union Government. 
On the recommendations of the Pande Comm•ltee 
and the Inter-Ministerial Group on Frtight Equalisa
tion of Commod.ties•, >Ahrle consrdermg it not 
desirahle to extend the Frei~ht Equalisation Scheme 
to raw materials like raw cotton, the Union Goverr
ment initially decided to phase out the scheme in 
respect of industrial commodities like cement and 
steel also. We under>tand th:1t in view of repre
sentations received subsequently from some State 
Governments, the Union Government has reviewed 
its earlier de~ision and now decided to refer the 
mattcr to the National Development Council for a 
final decision. This h as it ought to be. In view 
of thi' situation, we refrain from making any 
recommendation in thi> regard. 

9. SMALL SCALE INDUSTRIES 

12.9.01 Except for rc,ervJ.tion of Items, small
scale industries have been kept out of the purview 
of licensing and other regulatirns by the Union 
Government. Their development thus remains the 
responsibility of the State Government' under 
E!1try 24 of the State I .ist of the Seventh Schedule. 
However, to advise the governmenis on policies 
and pro,;rammes of small-scale industries and to 
effect ne~essary coordination at the Union Govern
ment's level,. the Government of India set up the 
Small Industnes Development Orl'ar,isation (SIDO) 
Ill 1954. For specrahsed purposes. All-India 
Handloom and Handicraft Boards, Coir Board 
Central Silk Board and Khadi and Villa•e Ir.dus: 
trie< Commi.ssion have also beer. set up.- Whereas 
these agencres may coordinate policies regarding 
supply of raw matenal, cred1t, modernisation 
imports, skill ?evelopmenL marketing support: 
etc., other crucral aspects of development in the 
field are to be dealt with by the States. 

6Government of . I_ndi~, Planning Commission : (i) 
Report of _the lnter-Mmutrml Group on Freight Equalisation. 
1977 (Chatrman : S.S. Marathe), (ii) Report of the National 
Transport Policy Committee, 1980 (Chairman : B.D. Pande). 



12.9.02 On the is•ue of their tole in d~veloping 
>mall-scale, Khadi and Village Indu,trit'>, th·~ views 
of th~ States may be hroadly categ.)rised t>.• U<Jd.·•·: 

(i) Backward States are finding i.t difficult I<> 
support small-scale industries. A spe~ific 
suggestion made is that State Tradirg Cor
pora•ion, Minetals and Metals Trading Co~
poration, and National Small Industries 
Corporation shoulci open their btanches in 
all the States with powers to a'sist local 
Small Industries ServiLes Institutes. District 
Industries Centres r.eed to be developed 
further as coordinating agencies. 

(ii) For the supply of raw matetials and import 
cf machinery the State Governments have 
to depend on Union Government and its 
agencie>, where difficulties are often ex
perienced. 

(iii) A specific suggestion made is that flow 
of foreign technology should be routed 
through a single in$ti1ution. 

12.9.03 The role of small-scale, Khadi and village 
industriee in ou1 industrial development and provid
ing large and broadbased employment ~annat be 
over-emphasised. The problems h1ghhghted by 
the State Governments to us, as mentioned above, 
are administrative and sectoral in nature and will 
have tote solved with innovative adjustments within 
the type of institutional structure that h.as come 
into being. We understand that the Unton Go
vernment is seized of these matters. We would 
like to draw attention to the comprehensive exami
nation of sucll problems in the three reports of the 
National Committees on the Development ot Back
ward Areas, viz., on Industrial Dispersal (October, 
1980), Industrial Organisat~on (March, 1981) and 
Village and Cottage .I.,dustne~ (March, 1981) ~nd 
urge that its sug!!esllor.s received the full attentiOn 
of the Union ami State Governments. 

12.9.04 In the Note on New . I~dust~ial Policy 
prepared by the Planning. Com'?usston, Jt ~as be~n 
recognised that reservations ao not pro~Ide s~ffi
cient conditions for the growth ?f sm~ll mdustries, 
and that imp10ved local planmng, tnfra.-structure 
and policies of technology-support, constitute pre
requisite'' for healthY developme~t of sm~ll scale 
industries• We fully endorse th•s perceptiOn. 

12.9.05 A point that needs examination is that 
many of the economics of large-scale p~oductwn 
can be brought to the small-seal~ •.nd~s~nes, even 
as defined now, and under the JUriSd.'ctwn of the 
States, if these industr~e•. are planned Ill sue~ a way 
that each unit spec1aheses In the producti.on of 
only one or two components whil.e assembly IS done 
in a sepaiate plant. But this w•ll be fe.as•ble o_nly 
if very stringent standaids re)lardmg ~es•gn, quahtr
control and transport are laid down 'n a systematic 
manner and enforced. 

IO. DEVELOPMENT OF BACKWARD AREAS 

12.10.01 Promoting bahnced region~( develop
ment is recognised as one of . the obJe~tJves of 
industrial policy. In its licensing pohcy and 

&Government of India. Planning Commission-Note on New 
Industrial Policy, para 38. 
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d!termiaation of l,,c •ction of Im'u•trialprojects, tho 
Union Government has consciously given a prl
ferential treatment to the inclustrially backward 
States and districts. 

12.10.02 Since the Fourth Five Year Plan. follow
ing the recommendations of Pandc and Wanchoo 
Working Groups appointed by the Planning Com
mission. a set of fiscal and financial incentives arc 
being p:·ovidccl to the industrial units in the identified 
industliallv backward areas. These incentives 
include Cent;al Investment Subsidy, cor.Lessional 
finance hy te•m-kn,Jing financial institutions like 
lOBI, IFCI ar.cl ICICI, and Central Transport 
Subsidy. In !903, following the recommendations 
made by the National Committee on Backwa1d 
Areas, the industl'ially backward districts were 
renotified and cla,sifed into following catcgones : 

Category 'A' (Comprisi~tg 93 No-industry Districts and 38 
Special Region di.;;tricts) 

-eligible for 25 percent Central lnvco;:tment Subsidy 
subject to a maximum of Rs. 25 lakhs. 

Category 'B' (Comprising 55 districts;'cquivalcnt areas) 

-eligible for 15 per cent Central Investment Subsidy 
subject to a maximum of Rs. 15 lakhs. 

Cateeory 'C' (Comprising 113 districts,'cquivalent area~) 

-eligible for 10 per cent Central Investment Subsidy 
subject to a maximum of Rs. 10 lakhs. 

(excluding MRTP/FERA Companies). 

The term-lending financial institutions make avail
able a range of conce5'ions to the industrial units 
located in the 299 identified backwmd districts/ 
areas. In the specified backward Stateslregions, 
in view of their remoteness and difficult terrain, 
the industrial units are eligible for 50 per cent subsidy 
on transportation co5ts of their finished products 
and Jaw materials from ~pecified rail heads/ports. 
In addition, State Governments are alTering their 
own incentives for promotion of industries in the 
backward areas identified by them. some of whith 
are besides those identified by the Union Govern
ment. 

12.10.03 In the context of the approach to back
ward areas development ~everal State Governments 
have expressed satisfaction with the set of incentives 
being provided by the Union Government. How
ever a few State Governments have expressed 
diss~tisfaction with the criteria followed as a result 
of which, some of the known backward areas could 
not qualify to get included in Category. 'A'. A 
State Government has also alleged that 1t was not 
consulted at the time of notifying the backward areas 
in April 1983 .. Some Stat.es .have als.o suggested 
alternative cntena and penod1cal rev1ew of cate
gorywise suhsidy levels. It has also been suggested 
that on a selection basis umts below the dJ.stnct
level should also be provided assistance-as mdus
tri ally backward areas. 

12.10.04 We have been give~ to understand by 
the Ministry of Industry that 111 the reclassification 
of the backward areas, the approach recommended 
by the National Committee on Backward Areas was 
followed, and that on the SU!Jgestion of Sta~e Go
vernments, the list of No-Industry D•stnct was 



enlarged from 83 to 93. Subsequently, in April 
1985 the State Government were asked to com
municate the names of districts created before 
31-3-83 which had no large/medium scale industry 
for inclusion in the 'No-industry District' category 
but no names were received. In our opinion ade
quacy or otherwise of criteria in special cases and 
sugg~stions for units below district level, etc. are 
m3tttrs for consideration by the Union Govern
ment to which the State Governments can make 
recommendations. We understand that some 
adjustments on similar lines were made in the past 
also. But it will be useful if the subject is included 
in the agenda of NEDC, at least once every three 
yean •. 

12.10.05 While industrial units in a large number 
of districts have become eligible for concessional 
finance and othe1 capital incentives we note that 
the actual utilisation of these concessions and in
centives continue to vary widely among the State>. 
The National Committee on the Development of 
Backward Areas also drew attention to this fact. 
The States will have to take effective steps, in co
operation with other agencies, to develop in areas 
which are lagging behind, capabilities of local enter
preneurs to avail of the incentives that are being pro
vided. 

12.10.06 The monitoring of the utilisation of 
incentives for intended uses is very necessary. We 
note that the Ministry of Industry has recently started 
collecting unit-wise information on Central Invest
ment Subsidy and shall be computerising it. App
propriate follow up action, down to the field level, 
needs now to be taken. 

12.10.(•7 We understand that the concept of 
Growth C!ntres for promoting industrial develop
ment and development of backward areas is being 
made concrete and operational. This would neces
sitate d~tailed planning and monitoring. The 
Planning Commission has suggested-creation of a 
Cell in the Ministry of Industry to coordinate the 
preparation of detailed plans of growth-centres and 
monitoring their implementation. This cell is also 
proposed to be assisted by an inter-Ministerial group 
involving officers from the State Governments also.' 
This is a step in the right direction. We cannot agree 
more with the Planning Commissions' approach in 
this regard which emphasises that "location is not 
just a matter of licensing but involves active pro
motional pGlicies on the part of both the Central 
and more importantly the State Governments. 
sw.te Governments have to be encouraged to for
mulate location policies of their own and it should 
he the responsibility of the Centre to ensure that 
these blend harmoniously with naliGnal priorities.• 

II. RECOMMENDATIONS 

12.11.01 If Union control of a specific aspect 
of an industry is considered expedient in the public 
interest, it would be advisable that the IDR Act 
is suitably amended to facilitate the Union Govern
ment's regulation of that aspect only. Parliament 

'Government of India, Planning Commissi-Jn-Note on 
New lndw·trial Policy, May 1987, para 20. 

•op. cit., para 21. 
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may have to pass a sepa~atc. law under Entry 5~ of 
List I .... If such new legislatiOn presents any se110Us 
difficulty, an alternative may be to replace the 
present First Schedule of the lOR Act by several 
Schedules, each of such would specify the purpose 
for which a particular control was 1mposed on an 
industry so that all other areas of Entry 24 of List II 
remain unoccupied by the Union. The Planning 
Commission, in consultation with the Ministries of 
Industry and Law and Justice, should prepare a 
papei on this subject for the consideration of the 
NEDC at an early date. 

(Para 12.5.09) 

12.11.02 As a mandatory legal requirement, there 
should be a periodical 1eview, say, every three years, 
to determine whether in respect of any of the indus
tries the Union's control should be con:inued or 
relaxed or lifted. Such a review may be undertaken 
by a Committee of Experts on which the State 
Governments should be represented on a Zonal 
basis. The result of the review may also "e placed 
before the NEDC. 

(Para 12. 5.10) 

12.11.03 It would be desi1able to nave the repre
sentives of the State Governments on the Central 
Advisory Council. Recently. the Union Govern
ment has provided for ob-;ervers from the States on 
the Central Advisory Council on a zonal basis. 
This is a step in the right direction. But there is a 
case for raising the status of such representation of 
the States from that of Observers to Members.· 

(Para 12.5.11) 

12.11.04 In the context of undue delays in indus
trial approvals, a useful corrective may be to appoint 
an 'Empowered Committee' for taking a final deci
sion, subject to a sort of "sun-set" rule that if any 
link or agency does not give its comments by the 
due date, the Committee will take a decision without 
waiting for it. 

(Para 12.6.03) 

12.11.05 Dele)!ation of powers, to the extent per
missible under Section 25 of IDR Act, to the State 
Governments, would lead to convenience and effi
ciency in the implementation of the Act, the full 
enforcement of which, in any case, has to be secured 
with the cooperation of the machinery of the States. 
Where delegation of powers to States may not be 
des~ra~le, greater _decentralisation through the 
Umon s own agenc1es should be considered. 

(Para 12.6.10) 

. 12.11.06 In~ number of cases,_ not involving large 
1nv~stments,. 11 w!ll be conducive to public con
vemence, qUick d1sposal and efficiency in adminis
tration, if licences are issued to the entrepreneurs 
from offices located in the States. The Union 
Governm~nt may consider opening licensing office~ 
!lot only Ill fou~ or five metropolitan cities but also 
In all St~te ~apitals and two or three other imvo-tant 
towns Ill big States and vest them with adequate 
powers. 

(Paras 12.6.11 an~ 1 2.1i.l2) 



_12.11.07 In order to reduce the possibility of any 
misunderstanding on locational decisions, a com
prehensive paper be prepared every year for dis
cussion at the NEDC, giving, inter alia, information 
separately for new large-scale (i) 'foot-loose' and 
(ii) 'non-foot loose' industries in (a) public and (b) 
private sectors on some key-aspects, e.g., location, 
investment, raw-material source, output, employ
ment, assistance expected from local governments 
and date of start and completion. 

(Para 12. 7.08) 

12.11.08 A comprehensive examination of the 
problems of small-scale, cottage and village industries 
was carried out in the three reports of the National 
Committee on the Development of Backward Areas, 
viz., on Industrial dispersal, Industrial Organisa
tion and Village and Cottage Industries. Its sugges
tions should receive the full attention of the Union 
and State Governments. 

(Para 12.9.03) 
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12.11.09 Adequacy or otherwise of criteria for 
identifying industrially backward areas and sugges
tions for units below district level, etc. are matters 
for consideration by the Union Government to which 
the State Governments can make recommendations. 
It will be useful if the subject is included in the agenda 
of the NEDC at least once every three years. 

(Para 12.10.04) 

12.11.10 The States will have to take effective 
steps, in cooperation with other agencies, to develop 
in areas which are lagging behind, capabilities of 
local entrepreneurs to avail of the incentives that 
are being provided. The monitoring of the utilisa
tion of incentives for intended uses is very necessary. 
The Ministry of Industry bas recently started collect
ing unit-wise information on Central Investment 
Subsidy and shall be computerising it. Appro
priate follow-up action, down to the field level, needs 
now to be taken. 

(Paras 12.10.05 and 12.10.06) 



ANNEXURE XII.1 

Extracts from the Original !nd!lstries (Development and Regulation) Act, 1951 

"2. Declaration as to expediency of coPtrol by the Union.-It is (15) Heavy chemicals including fertilizers. 
hereby declared that it is expedient in the public interest that (16) Heavy machinery used in industry including ball and roller 
the Union should take under its control the industries specified bearing and gear wheels and parts thereof, boilers an~ stul'll 
in the First Schedule.". 

"3. (i) "Scheduled industry" means any of the industries 
specified in the First Schedule." 

"THE FIRST SCHEDULE 
[See sections 2 and 3 (i)] 

Any industry engaged in the manufacture or production of any 
of tho following, namely : 

(1) Aircraft. 
(2) Arms and ammunition. 
(3) Coal, including coke and other derivatives. 
(4) Iron and steel. 
(S) Mathematical and Scientific instruments. 
(6) Motor and aviation fuel, kerosene, crude oils and synthetic 

oils. 
(7) Ships and other vessels propelled by the agency of steam, or 

by electricity or other mechanical power. 
(8) Sugar. 
(9) Telephones, Telegraph apparatus and wireless communlca· 

tion apparatus. 
(10) Textiles made wholly or in part of cotton or jute. 
(11) Automobiles, including tractors. 
(12) Cement. 
(13) Electric lamps and fans. 
(14) Electric motors. 

generating equipment. 
(17) Locomotives and rolling stock. 

(18) Machine tools. 
(19) Machinery and equipment for the generation, transmission 

and distribution of electric energy. 

(20) Non-ferrous metals including alloys. 

(21) Paper including newsprint and paper board. 

(22) Pharmaceuticals and drugs. 
(23) Power and industrial alcohol. 
(24) Rubber goods. 
(25) Leather and leather goods. 
(26) Textiles made of wool. 

(27) Vanaspati and vegetable oils. 
(28) Agricultural implements. 
(29) Batteries, dry cells and storage. 
(30) Bicycles and parts thereof. 
(31) Hurricane lanterns. 
(32) Internal combustion engines. 
(33) Power-driven pumps. 
(34) Radio-receivers. 

(3S) Sewing and Knitting machines. 
(36) Small and hand tools. 
(37) Glass and ceramics. 

ANNEXURE XII.2 

The First Sche;lule 1 of Industries (Development & Regulation) Act, 1951 

Any industry engaged in the manufacture of production of 
any of the articles mentioned under each of the following headings 
or su~headings, namely : 

1. Metallor&ical Industries 

A. Ferrous 
(1) Iron and Steel (metal) 
(2) Ferro-alloys 
(3) Iron and steel castings and forgings 
(4) Iron and steel structurals 
(S) Iron and steel pipes 
(6) Special steels 
(7) Other products of iron and steel. 

B. Non-ferrous 

(1) 1 Precious motals, including gold and silver, and their 
alloys 

(!A) Other non-ferrous metals and their alloys 

(2) Semi manufactures and manufactures 

(') Sabs. by Act 71 of 1956, s. 7, for the original First 
Schedule (w.e.f. 1-3-1957) 

(')"_Subs. by Act 37 of 1962, s. 2, for item (1) 

416 

2. Fuels 

(I) Coal, lignite, coke and their derivatives 

(2) Mineral oil (crude oil) motor and a · f · · · 
oil, kerosene oil, fuel oil diverse hydroc::b 100 ~r•nt. d•e~el 
blends including syntheiic fuels lubrication m,s and their 
like ' ng 01 s and the 

(3) Fuel gases-(Coal gas, natural gas and the like). 

3. Boilers and steam generating plants 

4. Prime Movers other than Electr,·cal G enerators 
(I) Steam engines and turbines 
(2) Internal combustion engines 

S. Electrical Equipment 

(I) Equipment for generation trans . . 
buhon or electricity including tr~~~f~~ and distri-

(2) Electrical motors ers 
(3) Electrical fans 
(4) Electrical lamps 
(S) Electrical furnaces 
(6) Electrical cables and wires 
(7) X"ray equipment 
(8) Electronic equipment 



(9) Househol~ appliances such tts <!lxlric irlms heaters 
and the hke ' 

(10) Storage batteries 
(11) Dry cells 

6. Telecommunications 
(1) Telephones 
(2) Telegraph equipment 
(3) Wireless communication apparatus 
(4) Radio receivers, including amplifying and public 

address equipment 
(5) Television sets 
(6) Teleprinters 

7. Transportation 
(I) Aircraft 
(2) Ships and other vessels drawn by powor 
(3) Railway locomotives 
(4) Railway rolling stock 
(5) AutonJ~ili:i (m:>tor CUi, bJle>, trucks, motor cycles, 

scooters and the like) 
(6) Bicycles 
(7) Other>, sucll as fork lift trucks and the like. 

8. Industrial Machinery 

A. M1jor ilom of s;>,illisd eq"ip:n>,1t used in specific 
industries 
(I) Textile machinery (such as spinning frames, carding 

machin~, pow~rlooms and the like) including tex.lile 
accessories 

(2) Jute machinery 
(3) Rayon machinery 
(4) Sugar machinery 
(5) Tea machinery 
(6) Mining machinery 
(7) Metallurgical machinery 
(8) Cement machinery 
(9) Chemical machinery 
(10) Pharmaceuticals machinery 
(11) Paper machinery 

.B. G~neral item-; of m 1·:hin~ry md in several indu.stries, 
such as the eq i.lip,n;:11t r~:}i.lirei for varioui "unit proi,;C.iSe.l" 

(1) Sizo reduction equipment - crushers, ball mills and 
the like. · 

(2) Conveying equipment- bucket elevators, skip hoists, 
cranes, derricks and the J ike 
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(3) Size separation units- screens, classifiers and the like. 
(4) Mixers and reactors- kneading mills, turbo mixers 

and the like -
(5) Filteration equipment - filter presses, rotary fillers 

and the like. 
( 6) Centrifugal machines 
(7) Evaporators 
(8) Distillation equipment 
(9) Crystallisers 
(10) Driers 
(11) PoN~r drlven pJ;nps- re:ipro;,ating, centrifugal and 

the like 
(12) Air ani g"' co.upressors and vacuum pipes (exclu· 

ding ele;lrical furn1ces) 
(13) Refrigeration plants for industrial use 
(14) Fire fighting equipment and appliances including fire 

engines 

C. Other ite.ns of Industrial Machinery 

(I) Ball, roller and tapered bearings 
(2) Speed reduction units 
(3) Grinding wheels and abrasives 

9. Machine Tools 
(1) Machine tools 

10. Agricultural Machinery 
(1) Tractors, harvestors and the like 
(2) Agricultural implements 

11. Earth-Moving Machinery 
(l) B~lldozers, dumpers, scrapers, loaders, shovels, drag 

~:~:S· bucket wheel excavators, road roUcrs and the~ 

12. Miscellaneous Mechanical and Engineering Industries 

(2) Hand tools, small tools and 
(I) Plastic moulded goods ~ 

the like Added vide I (D&R) 
(3) Razor blades 1 Amendment Act 1979 
(4) Pressure Cookers r <iJ_ of 1979 :V.e.f. 
(5) Cutlery I 3 12·78 

(6) Steel furniture j 
13. Commercial, Office and Household Equipment 

(I) Typewriters 
(2) Calculating machines 
(3) Air conditioners and refrigerators 
(4) Vacuum cleaners 
(5) Sewing and knitting machines 
(6) Hurricane lanterns 

14. Medical and Surgical Appliances 

(I) SJi~~ical instruments - sterilisers, incubators and 

15. Industrial Instruments 
(1) Water meters, steam meters electricity meters a d 

like. ' n 

the 

the 

(2) Indicating, recording and regulating devices for pres
sure, temperature, rate of flow weights levels and the 
li~ , ' 

(3) Weighing machines 

16. Scientific Instruments 
(I) Scientific instruments 

17. Mathematical, Surveying and Drawing Instruments 
(I) Mathematical, surveying and drawing instruments 

18. Fertilisers 
(I) Inorganic fertilisers 
(2) Organic fertilisers 
(3) Mixed fertilisers 

19. Chemicals (other than Fertilisers) 
(I) Inorganic heavy che.nicals 
(2) Organic heavy chemicals 
(3) Fine chemicals including photograph chemicals 
(4) Synthetic resins and plastics 
(5) Paints, varnishes and enamels 
(6) Synthetic rubbers 
(7) Man·made fibres including regenerated celluloso

rayon, nylon and the like. 
(8) Coke oven by-products 
(9) Coal tar distillation products like naphthalene, anthra-

cene and the like. 
(10) Explosives including gun powder and safety fuses 
(II) Insecticides, fungicides, weedicldes and the like 
(12) Textile auxiliaries 
(13) Sizing materials including starch 
(14) Miscellaneous chemicals 

20. Photographic Raw Film and Paper 
(I) Cinema film 
(2) Photographic amateur film 
(3) Photographic printing paper 



21 • Dye-st uff• 
(I) D>o>stuffs 

22. Drugs and Pharmaceuticals 
(1) Drugs and Pharmaceuticals 

23. Textiles (including those dyed, printed or otherwise proces
sed) : 
(1) made wholly or In part of cotton, including cotton 

yarn, hosiery and rope. 
(2) made wholly or in part of jute, including jute, twine 

and rope 
(3) made wholly or in part of wool, including wool tops, 

woolen yarn, hosiery, carpets and druggets 
(4) made wholly or in part of silk, including silk yam and 

hosiery 
(5) made wholly or in part of synthetic, artificial (man

made) fibres, including yarn and hosiery of such 
fibres. 

24. Paper and Pulp including Paper Products 
(1) Paper-writing, printing and wrapping 
(2) Newsprint 
(3) Paper board and straw board 
(4) Paper for packaging (corrugated paper,craftpaper, 

paper bags, paper containers and the like) 
(5) Pulp - wood pulp, mechanical, chemicals, including 

dissolving pulp 

25. Sugar 
(I) Sugar 

26. Fermentation Industries 
(1) Alcohol 
(2) Other products of fermentation industries 

27. Food Processing Industries 
(1) Canned fruits and fruit products 
(2) Milk foods 
(3) Malted foods 
(4) Flour 
(5) Other processed foods 

28. Vegetable Oils and Vanaspathi 
(1) Vegetable oils, including solvent extracted oils 
(2) Vanaspathi 

29. Soaps, Cosmetics and Toilet Preparations 
(1) Soaps 
(2) Glycerine 
(3) Cosmetics 
(4) Perfumery 
(5) Toilet preparations 

30. Rubber Goods 
(1) Tyres and tubes 
(2) Surgical and medical products including prophylactics 
(3) Footwear 
(4) Other rubber goods 
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31. Leather, Leather Goods and Pickers 
(I) Leather, leather goods and pickerS 

32. Glue and Gelatin 
(I) Glue and gelatin 

33. Glass 
(1) Hollow ware 
(2) Sheet and plate glass 
(3) Optical galss 
(4) Glass wool 
(5) Laboratory ware 
(6) Miscellaneous ware · 

34. Ceramics 
(I) Fire bricks 
(2) Refractories 
(3) Furnace lining bricks-acidic, basic and neutral 
(4) China ware and pottery 
(5) Sanitary ware 
(6) Insulators 
(7) Tiles 
(8) Graphite Ceramics (from 33-1-78 Amendment Act, 

17 of 1979) 

35. Cement and Gypsum Products 
(I) Portland cement 
(2) Asbestos cement 
(3) Insulating boards 
(4) Gypsum boards, wall boards and the like 

36. Timber Products 
(I) Plywood 

(2) Hardboard, including fibre-board, chip-board and the 
like 

(3) Matches 

(4) Miscellaneous (furniture components, bobbins, shut
tles and the like) 

37. Defence Industries 
(1) Arms and ammunition 

38. Miscellaneous Industries 
(1) Cigarettees (•) 

(2) Linoleum, whether felt based or Jutebased' l 
(3) Zip fasteners ~ by 17 of 

. 1979 from 
(4) 011 Stoves 30-12-78 
(5) Printing, including litho printing industry J 

Explanation 1.-The articles specified under h f h h 
dings Nos. 3, 4, 5, 6, 7, 8,10, 11 and 13 shall in~~de ~ht_ e ea-
ponent parts and accessories. etr com-

Explanation 2.-The articles specified under h f 
d · eac o the hea-

mgsNo 18,19,21 and22shallinclude theinte ed" t . 
red for therr manufacture. rm 1a es requ1-

(1) Renumbered by Act 67 of 1973, s. 4 (w.e.f. 7-2-1974) 
(2) Ins. by s. 4, ibid (w.e.f. 7-2-1974). ' 
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ANNEXURE XII.3 

Distribution of Gross Bhx:k and Manpower in Central PubUc Sector Projecls 1984-M 

Name of State/Union Territory 
GROSS BLOCK EMPLOYMENT (including casual 

employees) 
Rs.Crores As percentage to 

total Lakhs As percentage to 
total 

1 2 3 4 s 
1. Andhra Pradesh • 3983.12 8.42 0.92 4.22 
2. Assam 2451.15 5.18 0.54 2.48 

3. Bihar. 5833.77 12.33 4.55 20.86 
4. Gujarat 1771.77 ~.74 0. 51 2.34 

s. Haryana 411.80 0.87 0.15 0.69 

6. Himachal Pradesh 0 

211.05 0.45 0.04 0.20 

7. Jammu & Kashmir .48.28 0.01 0,04 0.20 

8. Karnataka • 1327.53 2.80 1.19 5.46 

9. Kerala 831.22 I. 76 0.31 1.42 

10. Madhya Pradesh, 5396.12 11.40 2.85 13.07 

u. Maharashtra 7601.81 16.06 I, 72 7.89 .. 
12. Manipur .131.32 0.28 0.03 0.14 

13. Meghalaya • I. 89 Neg!. 0.01 0.05 

14. Nagaland . 72.98 0.15 0.01 0.05 

IS. Orissa. 2997.74 6.33 0.70 3.21 

16. Punjab 563.62 I. 20 0.24 1.10 

17. Rajasthan 647.62 I. 37 0.35 1.60 

18. Tamil Nadu 2548.86 5.39 0.82 3. 76 

19. Tripura 93.38 0.20 0.01 0.05 

20. Uttar Pradesh 2532.77 5.35 1.13 5.18 

21. West Bengal 3345.37 7.07 4,20 19.28 

22. Andaman & Nicobar 6.21 0.01 0.02 0.09 

23. Chandigarh 3.52 0.01 0.01 0.05 

24. Delhi. 1238.83 2.62 1.01 4.63 

25. Goa • 17.79 0.04 0.03 0.14 

26. Pondicherry 7.66 0.01 0.03 0.14 

21. Others and Unallocated 3246.09 6.86 0.39 1,79 

Total 47,323,27 100.00 21.81 100.00 

'source : Government of India, Ministry of Industry, Bureau of Public Enterprises -Public Enterprises Sur,.y, 1984-8S, Jlo/. 1 (pp. 360· 
61) 
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ANNEXURE XII.4 

Statewise Outlay on Central Industrial and Mineral Projects (Excluding Coal, Petroleum and Power) By Major Sectors during the Seventh 
Plan (1985-90) 

Sl. 
No. 

State/Sectors/Ministries 

1 2 

I. Andhra Pradesh . 
2. Assam 
3. Bihar. 
4. Gujarat 
5. Haryana 
6. Himachal Pradesh 
7. Jammu & Kashmir 
8. Karnataka • 
9. Kerala .. 

10. Madhya Pradosh . 
11. Maharashtra 
12. Nagaland 
13. Orissa. 
14. Punjab 
15. Rajasthan 
16. Tamil Nadu 
17. Uttar Pradesh 
18. West Bengal 

. Uoioo Territories 
19. Delhi. 
20. Goa • • 

Total (excluding unallocated) 

Unallocated Outlays 

Grand Total , 

-----
Sl. State/Sectors/Ministries Agriculture and 
No. Cooperation 

1 2 7 

I. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 132.71 
5. Haryana 
6. Himachal Pradesh 
1. Jammu & Kashmir 
8. Karnataka 
9. Kerala 

10. Madhya Pradesh • 
ll. Maharashtra 
12. Nagaland . 
13. Orissa .. 
14. Punjab 
IS. Rajasthan. 
16. Tamil Nadu 
17. Uttar Pradesh 502.29 
18. West Bengal 

Union Territories 
19. Delhi 
20. Goa. 

Total (excluding 635.00 
unallocated) 

Unallocated Outlays 

Grand Total • 635.00 

-

Steel 

3 

2531.80 

885.49 

87. 14 

1067.83 
14.00 

679.20 

16.06 .. 
933.91 

0.60 

6216.03 

204.10 

6420.13 

Chemicals and 
Petrochemicals 

8 

IS.60 

432.22 
0.80 

32.00 
2.02 

189.26 

2.04 

0.01 
0.44 

12.71 
ll.OO 

4.70 

702.80 

3.75 

706.55 

Mines 

4 

40.00 

74.94 

3.00 

19.10 

327.0S 

1200.72 

130.18 

1794.99 

255.01 

2050.00 

Public Enterprl-
ses 

9 

277.97 
1S1.39 
62.00 
2.50 

162.28 
2.23 
3.7S 

96.18 
IS.OO 

272.81 
22.67 

3.52 
0.50 
8.88 

42.45 
ll9.03 

100.83 
179.52 

9.00 

1532.51 

122.29 

1654.80 

(Rs. in Crores) 

Petroleum and 
Natural Gas 

Fertilizers 

5 

16.72 
lOS. 00 

57.53 
2.55 

29.33 

28.59 
28.23 
18.71 

0.56 

287.2Z 

20.48 

307.70 

Industrial Deve-
lopment 

10 

10.00 

10.00 

.. .. .. 
•• 
•• 

20.00 

315.20 

335.20 

Surface 
Transport 

11 

51. 00 

4S.OO 

8.00 

21.00 

125.00 

5.00 

130.00 

6 

36.00 
93.54 

203.60 
2.95 

71.13 

225.00 
563.84 
213.00 

342.00 
110.53 

3.15 
25.00 
39.86 
85.68 

1.47 .. 
2016.75 

9.00 

2025.75 

Electronics 

12 

62.00 

7.00 

2.00 
58.00 
45.00 

45.00 

39.00 

213.00 

258.00 

471.00 
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ANNEXURE Xli.4-Conc/d. 

(Rs. in Crorcs) 
Sl. State/Sectors/Ministries Atomic Energy 'No. Finance Other Schemes Total Outlays Percentage to 

of Ministries• (198S-90) total excluding 
unallocated 

1 2 13 14 IS 16 17 
1. Andhra Pradesh • S39.S6 8.S2 3S79.17 23.8 
2. Assam 349.93 2.3 
3. Bihar. 89.60 12.00 1327.63 8.8 
4. Gujarat 124.58 694.96 4.6 
S. Haryana 237.21 1.6 
6. Himachal Pradesh 2.23 Ncgli. 
7. Jammu & Kashmir 3.75 Negli. 
8. Karnataka • 219.42 I.S 
9. Kerala 13.50 20.76 408.79 2.7 

10. Madhya Pradesh. 4.55 46.22 2288.87 IS.2 
11. Maharashtra 118.45 190.24 22.88 875.83 5.8 
12. Nagaland 3.52 . Ncgli. 
13. Orissa. 20.43 2244.89 14.9 
14. Punjab 13.00 177.41 1.2 
IS. Rajasthan 6.66 182.4S 1.2 
16. Tamil Nadu 156.87 6.79 352.78 2.4 
17. Uttar Pradesh o. 75 II. 00 61.48 757.15 5.1 
18. West Bengal 5.44 26.64 1281.90 8.5 

Union Territories 
19. Delhi. 0.05 3.05 S7.83 0.4 
20. Goa 0.60 Ncgll. 

Total (excluding unallocated) 1075.00 261.42 166.60 15,046.32 100.0 

Unallocated Outlays 865.S8 163.40 2221.81 

Grand Total 1075.00 1127.00 330.00 17,268.13 

Source : Planning Commission, I & R Division. I 

Note 1 •Includes Ministry of Civil Supplies, Commerce, Textiles, Dept. of Science & Industrial Research, Su'pply & Occa n Devclc r-
roent. 
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ANNEXURE XII.5 

Statewise Direct Assistance Sanctioned by Public Sector Financial Institutions 1982-83 
(Rs. in Crorc') 

State I.D.B.I. Amount Percentage to total I.F.C.I. Amount Percentage to total I.C.I.C.I Amount Percentage to total 

1 2 3 4, 5 6 7 

1. Andhra Pradesh 44.3 8.3 29.31 13.4 147.18 5.9 

2. Assam 7.3 1.4 0.87 0.4 14.13 0.6 

3. Bihar • 9.8 1.8 5.67 2.6 98.61 4.0 

4. Gujarat • • 97.4 18.1 21.49 9.8 344.25 13.9 

5. Haryana 15.9 3.0 2.09 1.0 62.63 2.5 

6. Himachal Pradesh 1.5 0.3 4.26 1.9 

7. Jammu & Kashmir 0.5 0.1 0.45 0.2 

8. Karnataka • 36.0 6.7 20.39 9.3 184.33 1.5 

9. Kerala 16.9 3.1 6.16 2.8 39.83 1.6 

10. Madhya Pradesh • 7.7 1.4 8.95 4.1 83.08 3.4 

11. Maharashtra • 76.5 14.3 34.83 15.9 657.69 26.6 

12. Manipur • • 
13. Moghalaya • . . 
14. NaiaJand , • 
IS. Orissa • 22.9 4.3 8.59 3.9 52.52 2.1 

16. Punjab • 24.5 4.6 12.99 5.9 65.95 2. 7 

17. Rajasthan , 51.3 9.6 18.76 8.5 109.13 4.4 

18. Sik.kim • 
19. Tamil Nadu 42.4 7.9 9.55 4.3 236.96 9.6 

20. Tripara • • 0.11 0.1 

21. Uttar Pradesh • 33.7 6.3 22.40 10.2 145.37 5.9 
22. West Bengal . • 36.8 6.9 4.25 1.9 139.21 5.6 
23. Union Territories • 10.2 1.9 8.38 3.8 92.22 3.7 

Total 535.6 100.0 219.50 100.0 2473.09 100.0 

Source : Annual Rep~rts : 1982-83 of IDBI, I.F.C.I and I.C.I.C.I. 
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CHAPTER XIII 
MINES AND MINERALS 

1. INTRODUCTION 

13.1.01 Industrialisation has brought in its wake 
an ever increasing demand for mineral resources. 
These resources are non-replenishable and mostly 
scarce. Proper control over regulation and deve
lopment of mines and minerals is, therefore, a matter 
of national concern. 

2. CONSTITUTIONAL PROVISIONS 

13.2.01 Entry 23 of the State List relates to 
"Regulation of mines and mineral development". 
However, it is expressly subject to the provisions 
of the Union List with respect to regulation and 
development under the control of the Union. Entry 
54 of the Union List provides for "Regulation of 
mines and mineral development to the extent to 
which such regulation and development under the 
control of the Union is declared by Parliament by 
law to be expedient in the public interest". It is 
significant that Entry 23 of List II has not been made 
subject to any specific Entry of List I. This means 
that apart from Entry 54, there are other Entries in 
List I which may, to an extent, overlap and control, 
the field of Entry 23 of List II. 

13.2.02 The Constitutional arrangements regard
ing the regulation of Mines and Mineral Develop
ment are generally on the lines of Government of 
India Act, 1935, except that the Entry relating to 
"Oil fields" has been dealt within a separate Entry, 
of the Union List in the Constitution. (Entry 53 
List 1). 

13.2.03 Parliament has enacted the Mines and 
Minerals (Regulation and Development) Act, 1957 
(MMRD Act) to "provide for regulation of mines 
and the development of minerals under the control 
of the Union" in public interest. 1 

13.2.04 Conflicts do arise as to how much of the 
field of Entry 23 of List II has been taken over by 
Parliament by enacting the MMRD Act, 1957 by 
virtue of Entry 54 of List I. Conflicts can also arise 
when States impose taxes under Entries 18, 49 and 
50 of List II. The Constitutional position with 
regard to Entries on regulation of mines and minerals 
development and the related Entries in List I and II, 
therefore, needs to be examined. The Supreme 
Court has considered these points in a number of 
reported cases, the salient features of which are given 
in the Annexure XIII.l. 

13.2.05 The power of the State legislature under 
Entry 23 has been made subject to the provisions of 
Lis~ I with respect to regulation and development 
under the control of the Union. Parliament enacted 
the MMRD Act. A question arose in regard to the 
extent of the legislative power of the State following an 

enactment under Entry 54 of List J.1 It was held 
by the Supreme Court : 

"The jurisdiction of the State legislature under 
Entry 23 is subject to the limitations imposed by 
the latter part of the Entry. If Parliament by 
its law has declared that regulation and develop
ment of mines should in public interest be under 
the control of the Union, to the extent of such 
declaration the jurisdiction of the State Legisla
ture is excluded. In other words, if a Central 
Act has been passed which contains a declaration 
by Parliament as required by Entry 54, and if 
such declaration covers the field occupied by the 
impugned Act, the impugned Act, will be ultra 
vires not because of any repugnance between the 
two statutes but because the State legislature has 
no jurisdiction to pass a law. The limitations 
imposed by the latter part of Entry 23 is a 
limitation on the legislative competence of the 
State Legislature itself"2• 

The findings in this case have been followed in other 
cases. In a subsequent case, the Supreme Court 
held : 

"Subject to the provisions of List I, the power 
of the State to enact Legislation on the topic of 
"mines and minerals development" is plenary. 
To the extent to which the Union Government 
had taken under "its control" "the regulation 
and development of minerals" under Entry 54 of 
List I so much was withdrawn from the ambit 
of the power of the State Legislature under 
Entry 23 of List II and legislation of the State 
which had rested on the existence of power under 
that Entry would, to the extent of the "control", 
be superst;ded or be rendered ineffective; for 
here we have a case not of mere repugnancy 
between the provisions of the two enactments 
but of a denudation or deprivation of State 
legislative power by the declaration which Parlia
ment is empowered to make under Entry 54 of 
List I and has made. The Central Act 67 of 1957 
covered the entire field of minerals development, 
that being the "extent" to which Parliament 
had declared by law that it was expedient that 
the Union should assume control"•. 

13.2.06 The result, therefore, of Parliament 
having occupied the entire field is that the State 
legislature thereafter lacks legislative competence and 

1 "54. Regulation of mines and minerals development 
to the extent to which such regulation and develop
ment under the control of the Union is declared by 
Parli?ment by law to be expendient in the public 
inte~est." 

2. Hingir Rampw Coal Company Vs. States of Orissa 1961(2) 
(SCR 537}. 

3. States of Orissa Vs. M.A. Tulloch and Company (AlR 
1964 sc 1284). 



consequentially, executive authority in regard to re
gulatiOn and development of mines and minerals. 
Therefore, where a law is attributable in pith and 
substance to Entry 23 of List II, it would not be valid 
in as much as Parliament has occupied the entire 
field. • 

13.2.07 States have legislative competence with 
resrt:ct to land and connected matters under Entry 18 
of List H and regardmg taxes on lands and buildings 
under Entry 49 of List II. Conflicts have arisen in 
the matter of levies under Entries 18, 49 and 50 of 
List II on the ground that they impinge upon Entry 54 
of List I. These Entries should also be read with 
Entry 54 of List I. The State Legislatures' compe
tence is not taken away unless it is shown that in pith 
and substance the enactment relates to Entry 23 of 
List II. Dealing with the validity of demand for 
payment of land cess under Sections 78 and 79 of the 
Madras District Boards Act ( 1920), the Supreme 
Court held that these Sections had nothing to do with 
the development of mines and mineral or their 
regulation because the proceeds of the land ce;s were 
to be used for providing amenities to the people of 
the area like education, health, etc. It was also obser
ved that the land cess was not a tax or mineral right 
but was in pith and substance a tax on lands under 
entry 49 of List II. s 

13.2.08 Entry 50 of List II relates to taxes on 
mineral rights. However, this has been made expres
sly subject to any limitations imposed by Parliament, 
by law, relating to mineral development. Taxes 
under Entry 50 of List II do not include royalty and 
cess. 

3. GENERAL FRAMEWORK OF THE 
MMRD ACT 

13.3.01 The MMRD Act, 1957 mainly deals 
with general restrictions on prospecting and mining 
operations and the rules and procedures for regula
ting grants of prospecting licences and mining leases. 
Section 2 of the Act makes a declaration that it is 
expedient in the public interest that the Union should 
take under its control the regulation of mines and the 
development of minerals to the extent provided in 
the said Act. In Section 3, the words "Minerals", 
"Mineral Oils", "Minor Minerals" have been sepa
rately defined. State Governments are competent to 
give licences for prospecting and for granting mining 
leases. The Act specifically provides that in the case 
of minerals included in the First Schedule to the Act, 
the State Governments shall not grant or renew 
prospecting licences or mining leases without th~ 
pri.or permission of the Union Government. Sec
tions 4 to 12 of the Act deal with the conditions and 
procedures and other allied matters regarding the 
prospecting or mining operations under licence or 
lease. Sections 13 and 13A deal with the rule makincr · 
power of the Central Government. " 

13.3.02 It is, however, significant that Section 14 
provides that Sections 4 to 13 of the Act shall not 
apply to minor minerals. Further, Section 15 pro
vides that the State Governments may by notification 

4. Baijnath Kwya Vs. S1a1e of Bihar & Rest (AIR 1970 
sc 1436); 

S. H.R.S. Murlhy Vs. Colleotor of Chiltoor and others 
(AIR 1965 SC 177). 
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in the 0fficial Gazette make rules for regulating 
grant of quarry-lease, mining-lease or other mineral 
concessions in respect of mmor mmerals and for the 
purposes connected therewith. A combined read
ing of Sections 4 to 13 and Section 14, 15 and 18 
show that while Praliament's enactment (viz., the 
MMRD Act) has occupied the entire field, it has 
specifically exempted minor minerals from the appli
cation of Sections 4 to 12 and has also empowered 
the State Governments in respect of minor minerals. 

4. THE ISSUES 

13.4.01 None of the State Governments, excep
ting one, has suggested any change in the scheme of 
distribution of legislative powers with respect to this 
subject. This State Government has suggested that 
Entries, 53, 54 and 55 in List I should be transferred 
to the Concurrent List. However, no corresponding 
change has been suggested with regard to Entry 23 in 
List ~1. Two State Gov~rnments ~ave complained 
that m respect of regulatiOn of mmes and mineral 
development, legislative jurisdiction of the States 
has been completely taken over by the Union. Mostly 
the criticism is directed against the operation of the 
MMRD Act, 1957. Complaints against the opera
tions of the MMRD Act relate to the method of 
fixation of royalty in the mineral development. One 
State 9?vernment has questwned the desirability 
of retammg SectiOn 30 of the Act dealing with Union 
Government's power to hear revision petitions 
against orders of State Governments. 

. 13.4.02 G.overnment of India (Department of 
Mmes) has pomted out the adverse effects on mineral 
~evelop.ment, and the difficulties arising out of the 
Imposition o~ different levies by the States. It ha~ 
drawn attentiOn to the fact that while the Unior 
Government can revise the royalty rates once in foUJ 
years only and such rates. are unifo~m throughout the 
~ountry, concept of stability and umformity in impost: 
IS defe~ted when State Governments impose taxes a 
very different rates and change them frequently 

5. EXAMINATION OF ISSUES 

1~.5.01 w~ have considered the suggestion thai 
Entnes 53, 5~ an.d 55 should be transferred to the 
Co.ncurrent List lfl our Chapter on Legislative Re· 
latw~s. We have pointed out therein that the re· 
gulatio~ snd .development of oil fields, is a matte1 
of natwnal Importance .. The State Government, 
referre~ to !lbove,. has not mdicated the precise aspect! 
for Vihl~h It desJr_.s to have legislative competence. 
RegulatiOn of labour and safety in mines etc is 
also relate~ to Entries 53 and 54. For the'reas~ns 
stated therem we are unable to agree to this suggestion, 

13.~.02 The remaining issues relating to mines 
and mmerals are : 

(i) Manne~ .of fixation of royalty and need 
for rev1smg the same. 

(ii) Ce~ses an~ other charges on mines and 
mmerals levied by the States under Entri s 
49 and 50 of List II. e 

(iii) Revkw of provisions relating to h . 
f · · · · earmg o revision pelltwns under Section 30 of th 

MMRD Act. e 



13.5.03 Section 9 of the MMRD Act deals with 
ro)alty. It states that the holders of mining leases 
shall pay royalty in respect of any mineral removed 
or consumed by them from the leased area at a rate 
for the time being specified in the Second Schedule 
of the MMRD Act. Proviso to Section 9 states that 
the Union Government shall not enhance the rate 
of royalty in respect of any mineral "more than onee 
during any Period of four years". Any amendment 
to the Second Schedule enhancing or reducing the 
rate of royalty is required to be published in the 
Official Gazette. 

13.5.04 A Study Group set up by the Govern
ment of India in 1966 recommended that for admi
nistrative convenience clearly defined rates on tonnage 
basis will be desirable for fixation of royalty of coal. 
Consequently assessment on tonnage basis was intro
duced with effect from 1968. Another Study Group 
appointed by the Mineral Advisory Board came to 
the conclusion that fixation of royalty on ad valorem 
basis was "administratively clumsy."• Recently, 
another Study Group has gone into this question. 
The Study Groups included representatives of State 
Governments besides others. Therefore, the Union 
Government have acted in consultation with State 
Governments in respect of the method of fixation of 
royalty, though no such requirement is enjoined on 
the Union Government under the Act. 

13.5.05 Royalty from minerals is an important 
sourceofrevenue for States. The total revenue under 
"royalty on minerals and mineral concession fees" 
for 1986-87 (BE) is Rs. 643.68 crores7 • The 
concerned States have mostly complained that the 
rates of royalty do not reflect the rising value of the 
minerals. They feel that they are deprived of addi
tional revenue and are in favour of fixation of royalty 
on ad valorem basis which will automatically adjust 
the royalty rates according to the value of minerals. 

13.5.06 The MMRD Act earlier restrained the 
Union Government from enhancing the rates of 
royalty, more than once in any Period of four years. 
Following an amendment of the Act in 1986, this 
Period has been reduced to thr~e years•. Initially, 
there was a four-year restriction under the Petroleum 
Products (Reeulation and Development) Act, 1948, 
on enhancing the royalty ratesofpetro leum products. 
This period has also been redueed to three years 
since 1984 by an amendment of the relevant Act•. 

13.5.07 The State Governments contend that 
while there is no restriction on increase of prices of 
minerals, the restrictions imposed on enhancement of 
royalty under the MMRD Act is against the interest~ 
of the States. The Union Government has, on the 
other hand, pointed out that the rovaltv i~ a form of 
rent and hence there should be some restrictions on it. 

1 6. Government of India, Ministry of Steel and Mines-Report 
r of the Study Group on Revision of Royally Elates of Major 
'Minerals, August, 1979, p. 5 

7. Reserve Bunk of India Bulletin, November 1986, p. 775. 
8. The Mines and Minerals ( Re!!ulation a11d Development) 

Amendment Act, 19~6 \No. 37 of 1986), Section 9. 
9. The Oilfi!ltls (8eeulation and Development) Amendmen1 Act, 1984 (No. 20 of !984), Sec. 2. 
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13.5.0!! We agree that royalty rates should remain 
constant for a reasonable period of time and frequent 
changes would not be in the interests of the economy. 
However, there should also be some proximate rela
tionship between price inct~ase and royalty ratt>s. 
This can be illustrated by considering the case of 
royalty on coal. Coal prices have been adivsted 
four times between 1982 and 1986 and total increase 
h~s been approximatdy Rupees 100 J:cr tonne. But 
the royalty paid has remained unchanged around 
Rs. 5 per tonne. We find much substance in the 
States' argument that if the economy can bear an 
increase of Rupees 100 Per tonne, then a marginal 
increase due to enhancement of royalty is not going 
to hurt it. We understand a Study Group was s;t 
up in 1984 by the Department of Mines in regard 
to revision of royalties amongst other things. A 
decision on its report (submitted in 1985) was taken 
in March, 1987. MMRD Act now cc>ntemplates 
revision of ·royalty rates c>nce everv three years. 
There is no restriction on Parliament even now in 
changing the royalty rates at more frequent intervals. 
We are of the view that the period should be reduced 
to 2 years. 

13.5.09 The next issue for consideration is the 
imposition of cesses, surcharges and other charges by 
State Governments by virtue of their powers under 
Entries 49 and 50 in List II of the 7th Schedule. 
which directly or indirectly affects the prices of 
minerals. The Department of Mines in its memo
randum to us has pointed out that in addition tc> 
cesses. ~urchHges have betn levied under Entry 49 
List II .. Levy of various cesses, surcharges at diffe
rent rates, it is alleged. has an ad vet se impact on the 
development of minerals. This affects uniformity 
and introduces uncertainty in mineral prices, some 
of whom may have to cc>rnpete not only in the national 
market but also in international market. CessfS 
ue usually levied as a percentage of royalty. and, 
therefore, when levied at different rates in different 
States they distort the uniformity in royalty rates. 

13.5.10 So far as Entry 50 in List II is concern
ed, States' rights are S\•bject to any lirnitatic>n im
posed by Parliamentary Jaw relating to mineral deve
lopment. As far as we have been able tc> ascertain 
no such limitation has been imposed. We are in
formed by the Government of India that one State 
has levied mineral rights tax, approximately 3(10 
percent of royalty on coal and lime-ston,. and 100 
percent of royalty on other minerals. The Union 
Government, while conc~ding the States' rights under 
Entries 49 and 50 (subiect to such limitatic>n as mav 
he imposed by Parliament), has pointed out the need 
for the States to exercise restraint on imposition 
of such l.cvks, so as not to affect uniformity or com
p~titiveness. Recently. a State Government levied 
a cess not exceeding 20 percent of the annual value 
of al1 lands used for carrying on business for the 
purpose of obtaining industrial crude c>il and petro
leum. This action of the concerned State Gc>vern
ment h under challeng., in the Supreme Court. 
Nevertheless. the fact remains th:•t such imnosts 
adversely affect the prices of petroleum products. 

13.5.11 Here we have a situation where the 
States are complaining about the inadequacy of ro
yalty rates as they do not reflect the increasing prices 



of minerals. On the other hand, the Union Govern
ment has complained against the imposts levied by 
the States under Entries 49 and 50 as they directly 
and indirectly affect the prices of mineral~. Neither 
the Union nor the States have questioned the compe
tence of one another. The dispute is only regarding 
the manner in which these powers ~hould be utilised. 

13.5.12 The controversy, is therefore, not of 
legal interpretation of their resPective jurisdiction, 
but one of evolving an understanding in regard to 
the extent to which these sources of revenue can be 
exploited keeping in view the overall national interest. 
Such issues can best be sorted out through consul
tation and consensus. We are of the view that 
the NEDC proposed by us will be the best forum for 
this purpose. It is, however, quite clear that the 
issues are inter-linked. Mutual trust and confidence 
can be built up only if, on the one hand, the Union 
Government promptly revises royalty rates at reason
able intervals and on the other, the Stat~s abstain 
from arbitrary 'action in levy of cesses, etc.10• 

Parochial considerations must yield to the larger 
interests of the nation in sucn matters. 

13.5.13 The third issue relates to hearing of revi
sions by the Union against orders of the States under 
Section 30 of the MMRD Act. The Department of 
Mines has designated a panel of two officers one 
from Mines Department and another from Law 
Department to hear the revision petitions. The 
number of revision petitions is large. According to 
the concerned Department, nearly 1,300 revision 
applications were received in the period from April 
to December 198211• 

13.5.14 Under the MMRD Act, 1957, certain 
powers have been given to State Governments subject 
to the overall superintendence and control of the 
Union Government. Viewed in that context, the 
arrangements envisaged in the MMRD Act under 
Section 30 are consistent with objectives of the Act. 
However, the number of revision petitions before the 
Mines Department show that such a procedure has 
overburdened the system. Determination of the 
issues in a revision petition under this Act is intrin
sically a quasi-judicial function. We would, there
fore, suggest that Section 30 should be amended so 
that the present arrangement is substituted by a 
judicial Tribunal for hearing the revision petitions 
under this Act. 

13.5.15 Exploitation of mineral resources -·will 
continue to increase. There is general agreement that 
minerals are national resources and they should be 
exploited and developed for the benefit of the country 
as a whole. Only Union legislation can ensure such 
regulation and development of minerals. The State;' 
have been given an unrestricted field in respect of 
'minor minerals' which have little all-India implica
tions. There is, however, need for periodic review 
of the First Schedule to the MMRD Act, in consul-

10. It is understood that th< Study Group sot up by the o,. i 
partment of Mines in 1984 has stated that the States wculd j 
reduce on ~bolish. altogether the c~ss on royalty/sur· 
cha_rge on mmeral r.1ghts ta~. ~hough t~ty havt.. the authority 
to 1mpose sucb lev1es. Th1s IS a step m the right direction. 

i i. Governm:-nt of India-Annual Report of Department 
of Min-., 198~-84-Chapter JV, para 4.8, page 50, 
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tation with the States, say after ~very t~ree years, 
as there is a possibility that a particlar mmeral,1 no} 
included in tbe Schedule, may become a md atter _of 
national concern or vice versa. Any amen ment. o 
the Act should normally be preceded by consultation 
in the NEDC. 

6 REGULATION OF "MINES AND MINERAL 
• DEVELOPMENT IN NAGALAND 

Views of the State Government 

13.6.01 The Government of Nagal~nd has pointed 
out tbat all laws made by Parliament m respect of .the 
four matters enumerated in sub-clause (a) of Article 
371A(I), irrespective of ~hether tbe .laws were m~de 
before or after the Article came mto force, vrz., 
December I, 1963, do not apply to the State of Na· 
galand unless the Legislative Assembly of the State 
so decides. According to the State Governme~t, 
if the State Assembly decides that a particular Parha· 
mentary law in respect of any of the four matters 
should not apply to the State of Nagaland, such a 
matter will fall within~the legislative competence of 
the State Assembly. Also, the ... State "Government 
will then have full executive power in respect of that 
matter. The State"Government has also pointed "out 
that, while no difficulty was experienced in regard to 
matters referred to in (i) to~ (iii) of the~ sub-clause, 
item (iv),·viz., "ownership and transfer of land and its 
resources" posed certain problems. According to 
the State Government, the limitation on the power 
of a State Legislature in terms of Entry 23 of List 
II does not apply to the State of Nagaland, so 
long as the Nagaland Legislative Assembly does 
not decide that · any of the Parliamentary 

i-Jaws relating to Entries 53 and 54 of List I should 
apply to the State. The State, therefore, is empo-
;w~red to !egislate on mines and minerals, including 
mmeral ml, as these are resources of land. This 
legislative power stands untrammelled by En· 
tries 53 and 54 of List I. The State Government has 
suggested that these conclusicns, which are at 
present implicit in Article 371A (l)(a), should 
be explicitly provided for by amending that Article. 

Constitutional Provision 

13.6.02 Sub-clause (a) of Article 37IA(I) reads 
as follows :-

."3~1A(l). Notwithstanding anything in this Con· 
stltutiOn,-

(a) no Act of Parliament in respect of-
(i) religious or social practices of the Nagas 

(ii) Naga customary law and procedure, ' 
(iii) ~dmin!stratio~ . of civil and criminal justice 

mvolvmg decJstons according to Naga custo
mary law, 

(iv) ownership and transfer ofland and its resources 
' 

shal! aJ?ply to the State of Nagaland unless the 
Legrsl~tlve Assembly of Nagaland by a resol t" 
so decides". u ion 

13.6.03 The above sub-clause was intended t . 
effect to Clause 7 of the "Sixteen Point A 0 g.v~ 
between the Government of India and the greement 
the Naga People's Convention (Th A leaders of 
to the Na!la Hills-TlJensan~ Area, ~ rf~e~~~tri~~ 



area within the State of Assam, being constituted as 
a separate State of Nagaland and to the incorporation 
of Article 371A in the Constitution). 

History of Sub-Clause (a) of Article 371A(l) 

13.6.04 The Sixteen Point Agreement purported to 
set forth agreed conclusions on demands which were 
placed by the delegates of the Naga People's Conven
tion before the then Prime Minister, Pandit Jawaharlal 
Nehru, on July 26, 1960, and which were finally recast 
by the Delegation in the light of discussion on 27th 
and 28th July, 1960 with the Foreign Secretary to the 
Government of India. The Agreement was signed 
by the President, Naga People's Convention, on 29th 
July, 1960. Point 7 of the Agreement provided as 
follows:-

"No Act or law passed by the Union Parliament 
affecting the following provisions shall have legal 
force in the Nagaland unless specifically applied to 
it by a majority vote of the Naga Legislative Assem
bly. 
(I) .•.................... 
(2) .................•.. 

(3) ...............•.... 
(4) The ownership and transfer of land and its 

resources." 

13.6.05 Besides listing the sixteen points, the Agrce
"1ent gave, roint-wise, an agreed reco~d of the 
·..;iscussions which took place on July 27 and 28, 1960 
oetween the Delegation and the Foreign Secretary to 
the Government of India. An excerpt from the said 
record of discussion of Clause (4) of point 7 is repro
duced below :-

"There was a discussion on the question of resources. 
It was explained to the Delegation that while there 
is no intention to disturb the ownership of the 
underground resources, Parliament must retain 
the power to regula' e and develop such resources 
in accordance with Entries 53 and 54 of List !-Union 
List in the Seventh Schedule of the Constitution. 
The attention of the delegation was also drawn to 
Entry 23 in List 11-State List-in the Seventh 
Schedule." 

13.6.06 The Constitution (Thirt-eenth Amendment) 
Act, 1962 inserted Article 371A in the Constitution to 
give effect to the Agreement. 

The Constitutional Issues 

13.6.07 Several constitutional questions have been 
raised. These are :-

(i) Whether the implication of the expression 
"no Act of Parliament" in the opening part of 
sub-clause (a) of Article 371A(I) is that no Act 
of Parliament in respect of matters referred 
to in that sub-clause, whether passed before 
or after 1st December, 1963, shall apply to the 
State of Nagaland unless the Legislative Assem
bly of that State by a resolution so decides. 

(ii) Whether the expression "its resources" used 
in conjunction with "land" within the contem
plation of Article 371A(I)(a)(iv) includes mines, 
minerlj.ls and mineral oil found below the sur-

fi :~ o: t'l: !ani. 
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(iii) Whether the amb.it of sub-clause (a) (iv) of 
Art1cle 371A(I) IS confined to "ownership 
and transfer" of land and its resources. 

(iv) If the answer. to the preceding questions be 
m the affirmative, whether the Mines and Mi
nerals. (Development .and Regulation) Act, 
1957, IS an Act relatmg to "ownership and 
transfer of land and its resources" and, as 
such, would not apply to Nagaland unless the 
State Legislative Assembly by a re;olution so 
decides. 

(v) Whether the Legislative Assembly of Naga
land has plenary power to legislate with res
pect to matters in Entries 18, 23 and 50 of State 
List without ·being subject to any control 
exercisable by Parliament by law. 

A Practical View 

13.6.08 As the constitutional issues involved are 
highly complex, the conventional method of resolving 
them, say, by reference to the Supreme Court under 
Article 143 or by instituting a suit in that Court 
under Article 131, will mean that the detailed argu
ments to be put forward by .the Union Government, 
the Government of Nagaland and any other State 
Government will have to be heard by the Court after 
due notice to the parties concerned. Needless to say 
this process will be unduly protracted. ' 

13.6.09 Apart from this, strictly legal answers to 
issues such as these may give rise to practical difficulties 
for both the Union Government and the State Gc v
ernment. In the present case, ~for instance two 
types of such difficulties are likely to be encou~tered. 

13.6.10 In Nagaland, each tribe is confined to a 
well-demarcated territory within which villages have 
well-defined, permanent boundaries, Broadly, the 
house-sites, places of public worship and forest land 
constitute the "common village land" which is 
managed by the Village Council. 12 If minerals and 
mineral oil resources are to be developed, regulated 
and properly exploited, the willing cooperation of 
the village communities in whose territory mining, 
drilling etc. are to be carried out, will be essential 
for this. Adequate compensation may have to be 
paid to them. Thus, assuming the State Government 
to be competent to legislate on matters covered by 
Entries 53 and 54 of List I, it would have to contend 
with problems of ownership and transfer of land 
and its resources, peculiar to Nagaland. 

13.6.11 Secondly, development of major minerals 
and mineral oil resources, and their exploitation re
quire financial investments, technical know-how, 
technical manpower, etc. of an order which is clearly 
beyond the reach of an individual State Government. 
The Government of Nagaland, even if it were to be 
made exclusively responsible for all these matters, 
would face insurmountable problems of implementa
tion, unless very large financial, technical and other 
assistance were to be provided by the Union Govern
ment over a length of time. 

12. Report of the Working Group on AdministJ at ion <'f 
Justice in North-Easlern India (Planning Cc mmission, 
May 1934), Annexure X, 6. 



Need for Co-operation & Conc~rted Action 

13.6.12 It is, therefore, clear that no mutually 
beneficial 11rrangem ent for the regulation and deve
lopment of mines and minerals, including mineral 
oi 1 resources, can be evolved, unless the Union 
Government and the· Government of Nagaland adopt 
an approach of cooperation and concerted action. 
We would emphasise that a mere legalistic approach to 
these sensitive problems may not lead to solutions; 
rather, it may exacerbate suspicion and mistrust. 
It is, therefore, advisable not to take a rigid stand on 
technicalities or legalities but to find out, through 
dialogue and discussions between the Union Govern
ment and the Government of Nagai<: nd, the modi
fications and exceptions, if any, that would be neces
sary in the Acts of Parliament relating to Mines and 
Minerals, Coalfields, Oilfields and Land Acquisition, 
so as to"make them'acceptable to the State Government 
and its Legislative Assembly, in the peculiar conditions 
relating to ownership and transfer of land prevailing 
in that State. We would also urge that such dialogue 
and discussions should be carried out in a spirit of 
give and take and trust, as symbolised by the Sixteen 
Point Agreement between the Government of India 
and the Naga People's Convention in 1960. The 
needs of the State and national interest would be best 
served by adopting a pragmatic approach to the 
whole issue. 

7. RECOMMENDATIONS 

13.7.01 Proviso to Se.:tion 9 of the MMRD Act 
should be amended to reduce the period specified 
therein for revision of royalty rates from four years 
to two years. 

(Paragraph 13.5.08) 
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13 7 02 There should be periodic dialogue between 

the U~ion and the States in respect _of revision of 
royalty rates under MMRp Act and 1mpost . under 
Entries 49 and 50 of L1st II. 

(Paragraph 13.5.12) 

13.7.03 A Jt•dicial Tritunal should replace the 
existing administrative body under. Section. 30 of the 
MMRD Act for hearing the reviSion pellllons, etc. 

(Paragraph 13.5.14) 

13.7.04 There should be periodic review of the 
First Schedule of the MMRD Act, in consult:1tion 
with the States, every three years. 

(Paragraph 13.5.15) 

13.7.05 Any amendment to the MMRD Act 
should normally be preceded by consultation in 
NEDC. 

(Paragraph 13.5.15) 

13.7.06 With reference to the issue raised by Govern
ment of Nagaland concerning sub-clause (a) 
(iv) of Article 371A(I), dialogue and discussions 
should be carried out between the Union and the 
State Government in a spirit of give and take and 
trust, as symbolised by the Sixteen Point Agreement 
between the Government of India and the Naga 
People's Convention in 1960. The needs of the 
State and national interest would be best served by 
adopting a pragmatic approach to the whole issue. 

(Paragraph 13.6.12) 



A!lo'NEXURE Xlll-1 

A BRIEF REVIEW OF IMPORTANT CASES RELATING TO ENTRY 54 OF LIST I AND ENTRY 23 OF LIST II 
, AND OTHER RELATED MAITERS, I961(2) SCR 537 

!. HINGIR-RAMPUR COAL CO. Vs. STATE OF ORISSA 

In December 1952, the Le,;:islature of the St~.tc of 0.-issa 
passed the Orissa Mining Areas DewiOpm•.mt Flllld Act. 
Tne Act received assen~ of the Governor. Rules we1e e::.lso 
duly notifieli under the Act. 

The Administrative Officer concerned with t~e enforcement 
of the Act called upon the petitioners to subm1t the monthly 
returns for the asc;es~mcnt of the cess. Subsequently, a 
warning was issued for non-submission of the returns and 
threalening prosccutio~ Wlder. ~ection 9 of. the ~ct. Tl_1e 
p~titioners. therefore, hied a petltJon challengmg, uder alta, 
the validity of the Act. 

Tho v,lidity of tho Act was challenged on several grounds. 
One of the grounds was tha.t the State Lcgtslature had no JUrts- ..1 

diction under Entry 23 of List II of the Seventh Schedule of the 
Constitution since that Entry is subject to prov1s1ons of L1st I 
with respe1.·t to Regulation and Dt:.velopment under the control 
of the Union; that is Entry 54 of List. I. The Court held that. 
a combined reading of Entry 54 of LISt I and Entry 23 of 
List I! h~d the following effect : 

The juri•diction of the State Legislature under Entry 23 
is subject to the limitations imposed by the latter part of ~ha 
Entry. If Parliament by its law h~s d~cl~re_d that regulatiOn 
and development of m:nes should, m pubh~ mterest, be ~der 
the control of the Univn, to the extent ot such declaratiOn, 
the JUrisdiction of the State Legislature is excluded, In 
other words, if a Central act has been . passed wh1ch con tams 
a declaration by P~r!Jament as reqUired by Entry, 54, and 
if such declaration covers the field occupted by the tmpugncd 
act the impugned act will be ultra vires not because of any 
rep~gna.nce botween the two sta.tu::.:s but becr.utse the. St_ate 
Legislature has no jurisdiction to po::.ss a Ln~. _T~e .l:mlta
tions imposed by the t..uter part of Entry 23 ~sa ltmu~tton on 
the legislative competence of the State Legislalure tt5.elf. 

2. STATE OF ORL'iSA Vs. M. A. TULLOCH & CO. 
(AIR 1964 SC 1284) 

Tlle abJVd Com!">any, incorporated under ~he _Indian Com
panies Act, wJ.s working in the Manganese Mmc m the Sta'e ~f 
Orissa under the lease granted by that State under the pr~v1 .. ~ 
sion of Mines and Miuc;;rals (Dovelopment & RegulatiOn) 
Act, 19-18, i,e., Central Act 53 of 19•8 and the Rules fr.1med 
therefrom. While so, the Legislature of State ofOrtssa p,_:~.~~ed 
an act called the Oris5.-a Mining Arer.s De.velo~m~nt Fund 
Act 1952 [the same Act was under challenge m Hmgir-Ram
pur' C.>al Co. Vs. State of Orissa 1961 (2 ACR 537]. The 
fee under this Act which became due b<tween July, 1951 and . 
March 1952 became the subject mJ.ttcr of lJtJgatton. _A de- . 
mand was made from the Comt'lny. The Company hied a ,

1 petition before the High Court Jmpugnmg the_ legah~>: of the J 

demand and claimed certain assets. The wrn .. pet1tton was 
allowed by the High Court. 

The question arose whether the Mine~. an~ Minerals (Deve
lopment & Regul~tion') Act., 1948 whtch ts a Central Act 
has rendered the Orissa Act meffecttvc. The Supreme Court , 
held as follows : 

"Subject to the provis-ions of Li~t . I, t~: p~wer of the_State 
to enact Legislation on the topiC of mme~ and mm~ral 
development .. is plenary. To the extent to wh1ch the Un~on 
Gov13rnment had taken under • • its control'~ • ·the reg~lat 10n . 
and development of minerals" unde~ Entry 54 of L1st I so , 
much was withdrawn from the amb1t of the power _of t.he 
State Legislature under tEntry 23 of List II and legJS\atton 
of the State which had rested on the existence of power under 
that Entry would. to the extent of that ''control'~, be super
seded or be. rendered ineffective, for here we have a case 

not of mere repugmmcy between the provisions of the two 
enactments bul of a denudation or deprivation of State 
ltJgi~La.1iVIl power by th~,; declaration which Parliament is 
empowered to make under Entry 54 of List I and has made. 
Tnc U:ntral Acl67 of 1957 covered the entire field of mineral 
development, that being the ••extent" to which Parliament 
had declared by law that it was uxpodient that the Union 
should assume control". 

Relaying on the provisions of Sec. 18(1) which cast a duly 
upon Union Government ''to take all such steps as may be 
nucossary for thu conservation and development of mincr::Js 
in India" and .. for that purposo the GmtraJ Govcr.ument 
may~ by notification, m,;1.ke such rules as it may dee-m tit''~ it 
was contended that the entm; field of mineral development 
including the provision of amenities to workmen employed 
in the mines, vested with the Union Government. The Court 
was inclined to agree to this contention but held lhat this 
position h(l.s been concluded by its dt:cision in Hingir~Rampur 
Coal Co. Ys. State of OriNI (1961 (2) SCR 537). 

3. H.R.S. MURTHY Vs. COLLECTOR OF CHlTTOOR 
AND OTHERS (AIR 1965 SC 177) 

The appellant's father had obtained a mining lease from 
the Government of fvladras. He was permitted to work on the 
mines and mine the ore in the leased property. It is material 
to point out that under the lease, the lessee was bound to 
pay certain rent per year if he used the land for the extraction of 
iron ore and higher amount if he used the land for other purpose. 
Besides, he also bound himself to pay certain royalty per ton 
of iron ore if the ore was used for extraction or if the iron ore 
wa~ ust.d for any other purpose for sale at the rate of Re. 1 
per ton (or a higher amount). In addition, there was a stipula
tion that there was a payment for surface rent. 

To raise finance for C.."trrying out local administration in 
the District Board, several taxes are leviable. Among them, 
Section 78 of the Madras Distribution Act of I920 imposes a 
land cess on lands in the Stale. 

After his father's death, two notices were issued on the ap
pellant demanding payment of the land cess by the District 
Board for the yo"s 1952-5~ and 1955-57 and threatening 
action in the event of non-payment. The appellant challenged 
the validity of the nofices in the High Court of Andhra Pradesh. 
The Petition was dismissed. The matter came in appeal before 
the Supreme Court. One of the contentions was that with 
the passing of Mines and Minerals (Development and Regula
tion) Act, 1957, the land cess that could be levied under the 
District Board Act must be exclusive of royalty under the 

~ mining lease. 
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It was held that there was no connection between regula
tions and development of mines and minerals dealt w1th in 
the Central Act of 1957 ami the levy and collection of land 
cess for which the provision was made by Sections 78 and 79 
of the District Bo.1rds Act. Therefore. there was no scope 
at all for the argument that there was anything common in 
between the District lloenl's Act and Central Act of 1957 
so as to require a detailed cxr.mination of these enactm~Jits for 
di~covering whether there \\<:!.S any O\cr!apping. 

It wes further held that le,nd cess imposed by the Me,dras 
District BoJ.n.l Act was in truth a tP.x on land as per Entsy 49 
of State List and not a tax on min\)rals under Entry SO ·of State 
List. ... 

The Court also relied on its earlier decisions AIR I961 SC 
459 (Hingir-Ramrur Coal Co. Vs. State of Orissa and AIR 
1964 SC I284-Sfate of Orissa Vs. M.A. Tullock and Com• 

[pany). 



4. BAIJNATH KEDYA Vs. STATE OF BIHAR AND REST 
(AIR 1970 SC 14.16) 

The appellant was the transferee of a lease-hold right, the 
lessor bcmg one Babu BiJan Kumar Pandc. The rent accruing 
on the lease was deposited upto September 1965. 

On coming into force of the Bihar Land Reforms Act, 1950, 
the lessor Babu BIJln Kumar Pan de ceased to have any interest 
from the date ofv(.!sting of the property in the State of Bihar 
because as per provisions of th:!t Act, the State of Bihar was 
deemed to be the new lessor. 

. In its cap~city. a.s the new lessor, the rent ar..d royalty, etc. 
m _respect of mmmg and minerals irrcspecti\e of the date on 
wh1ch the lease was granted were to be paid by all categories 
~f lessees to the State of Bihar according to the rates given 
m the rules framed under Bihar Act referred to al:-ove. A 
demand was made according to these rules which becc.n~e the 
subject matter of controversy. 

The main question that CC!me up for consideration before 
the Suprome Court was the etToct of the combined reading of 
Entry 54 of the Umon Ltst and Entry 23 of the State List of the 
Seventh Schedule to the Constitution. The Court held-
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•• .... it is open to Parliament to declare that it is expcdieiu 
in the public interest that the control should rest m the 
Central Government. To what extent such a declaration 
can go is for the Parliament. l<? dcternune and. this must be 
commensurate with the pubhc mterest .. on~..-e tlus declaration 
is made and extent laid down, tho subject of legislation to 
the extent laid down bc..'Comes an . exc.lusive subJect for 
legislation by Parliament. Any lcgtslation by the State 
after such declaration and trenching upon ~the Held disclosed 
in the declaration must necessarily be unconstitutional 
because that field is abstracted from the legislative compe
tence of the State Legislaturo". 

Th~ Court also relied upon its ov.n ~ecisions in Hingir
Rampur Coal Company Vs. State of Orma (AIR 1961 SC 
459) and State of Orissa Vs. M.A. Tulloch & Co. (AIR 1964 
SC 1284). The Court further held : ''these two cases binding 
and apply here. Smce the B1har Leg1sla.turc amended the 
land reforms Act after coming into force of Act 67 of 1957 
the declaration in the hlth!r Act would carve our a field to th~ 
extent provided in that Act and to that extent Entrv 23 would 
stand cut down. To sustain the amendment, the State must 
show that the matter is not covered by the Central Act. The 
other side must of course, show that the matter is already 
covered and there b no room for legislation". 
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CHAPTER XIV 

AGRICULTURE 

1. INTRODUCTION 

14.1.01 Agriculture is not only the largest sector 
of our economy but is also a multi-dimensional 
subject. A very large part of our population, as is 
well known, is eithher directly or indirectly depen
dent on it. Much of our industrial growth also de
pends upon the development of the agricultural 
sector. Thus, the rapid development of this sector 
on sound lines is of utmost concern both to the 
Union and the States. 

2. THE ISSUES 

14.2.01 In the Constitution, 'Agriculture' has been 
placed as Entry 14 in the State List along with several 
ancillary matters, while some agriculture-related 
items have been includej in the Union List and the 
Cuncurrent List. Many States have complained that 
notwithstanding Entry I 4 of State List, the Union 
Goyernment ha~ made un~ue inroads in the sphere of 
agr1culture, wh1ch accordmg to them should remain 
an area of exclusive State jurisdiction. 

14.2.02 All the States have emphasised that agri
culture is primarily the responsibility of States but 
most of them have recognised the role of the Union 
Government in regard to many matters affecting 
the agricultural sector. · 

14.2.03 The problems highlighted by the States in 
Union-State relationship in the sphere of agriculture 
are broadly as follows : 

(i) A State Government has observed : "Agri
culture, including animal husbandry, forestry 
and. fisheries should be exclusively a State 
subJect and, therefore, the present entries in the 
P~~:io~ a!ld Concurrent Lists constricting this 
JUnsdiChon, should be dropped". This State 
Government has also elsewhere asked for trans
fer of all Entries in the Concurrent List to the 
State List. So far as List I is concerned it 
has neither mentioned any Entries relating 
to agriculture which should be deleted nor 
demonstrated .how the related Entries in the 
two Lists have created problems for the 
States. Another State Government has ob
served that in the interests of equal treatment 
of States and for checking the 'unbridled 
substantive activity and sanction of the 
various schemes involving substantial financial 
commitment and assistance from the Centre', 
the scope of Entry 33 of the Concurrent List 
should be restricted. Indeed, according to 
it, Entries 33 and 34 should be transferred 
to the State List. 

(ii) The U!lion Government has made deep in
~oads 1~ the States' sphere of activity by 
mtroducmg a number of Centrally Spon-
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sored Schemes in agriculture and allied sec
tors. The matching contribution for these 
schemes on the part of the States reportedly 
puts heavy burden on their finances and 
distorts their plan priorities. 

(iii) The uniform support prices of agricultural 
items fixed by the Union Government on the 
recommendations of the Agricutural Costs 
and Prices Commission do not adequately 
cover the costs and regional variations in 
them. Some specific suggestions made in this 
regard are as follows : 
(a) The. States should be consulted by the 

Umon Government before deciding sup-
port prices. ' 

(b) The States should be compensated for 
the subsidisation of power and water 
inputs by them. 

(c) Procurement price should be higher. At 
present it is the same as the support 
price and does not fully cover costs of 
storage, transportation and other char
ges. 

(iv) In the case of critical in puts, like fertilizers, 
it has been suggested that fertilizers be allo
cated, as far as possible, from the plants 
situated within the State or in the neighbouring 
States. Further, the States should be empowered 
to amend the Fertilizer (Control) Order, 1957 
insofar as it relates to its application within 
that State. 

(v) In case of agricultural research and education, 
some States have suggested larger coverage 
and role and increased coordination with 
State level agencies to be able to pay atten
tion to the specific situations. According to a 
State Government, in the Indian Council 
for Agricultural Research there is need for 
more representation on its governing-body 
for the Southern States where the climatic 
conditions are quite different. 

(vi) Some less developed States have suggested 
a more liberal approach and flow of larger 
agricultural credit to them from NABARD 
and other financial institutions, 

3. CONSTITUTIONAL PROVISIONS 

14.3.01 Agriculture is a multi-faceted activity and, 
therefore, the framers of the Constitution distributed 
the various subjects of legislation in respect of agri-

. culture and related matters between the Union and 
the States on a threefold pattern. Agriculture and 
most matters ancillary to or directly connected with 
it, were placed within the exclusive legislative and 
executive competence of the States. Accordingly, 
agricultural education and research, protection against 



pests and prevention of plant diseases; preservation, 
protection and improvement of stock and prevention 
of animal diseases; veterinary training and practice; 
pounds and the prevention of cattle trespass; land, 
rights in or over land, land tenures including the 
relation of landlord and tenant; collection of rents; 
transfer and alienation of agricultural land; land im· 
provement, agricultural loans; colonization; fisheries; 
markets and fairs; money-lending and money-lenders; 
relief of agricultural indebtedness; cooperative so
cieties; land revenue; maintenance of land records 
taxes on agricultural income; duties in respect of 
succession to agricultural land and estate duty in 
respect of agricultural land, have all been made ex
clusive responsibility of the States (vide Entries 
14, 15, 16, 18, 21, 28, 30, 32, 45, 46,47 and 48 of the 
State List). A List of various Entries relating to 
Agriculture in the State List may be seen in Annexure 
XIV.!. 

14.3.02 Organisation of production, supply and 
distribution of essential inputs like fertilizers, seeds, 
pesticides, utilisation of waters of inter-State rivers 
are matters which cannot be of exclusive State concerns. 
Matters of common interest to the Union and the 
States have been placed in the Concurrent List. 
In certain other cases, the relevant Entries in the 
State List have been made subject to oertain other 
Entries in List I and List III. 

14.3.03 The matters of Concurrent jurisdiction 
of the Union and the States relating to agriculture 
are : 'Prevention of the extension from one State to 
another of infectious or contagious diseases or 
pests of affecting men, animals or plants' (Entry 29); 
Trade and commeroe in, and the production, supply 
and distribution of products of any industry (in
cluding one having a nexus with agriculture) controlled 
by the Union by virtue of a law made by Parliament 
under Entry 52, List I, or of food-stuffs, cattle fod
der, raw cotton and raw jute (Entry 33); and 'Price 
control' including that of agricultural products and 
agricultural inputs (Entry 34). Apart from the above, 
'Economic and social planning' in Entry 20 of the 
Concurrent List is comprehensive enough to include 
planning and development of agriculture and related 
activities. • 

14.3.04 Certain matters related to 'agriculture' 
in the State List have been made t.Xpr~ssly ~ubject 
to List I or List III. Examples of these matters are 
to be found in Entries 17, 24,26 and 27 of the State 
Li~t. Thus, water, water supplies irrigation and 
canals,drainageand embankments, water storage, and 
water power in Entry 17, List II are expressely subject 
to Entrv 56, List I, under which regulation and develop
ment of inter-State rivers and river valleys to the 
extent to which such regulationtand development under 
the control of the Union is declared by Parliament 
by law to be expedient in the public interest, is the 
responsibility of the Union Government. Similarly, 
'industries' (including Agro-industries) in Entry 24, 
List II are expressly subject to the control of the 
Union when such control is declared by Parliament 
by Jaw under Entry 52, List 1, to be eXpedient in 
the public interest. 'Trade and commerce within 
the State's (Entry 26, List 10 and 'Production. 
supply and distribution of goods' (Entry 27, List 10 
ar., expressly subject to Entry 33 of List III. 
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14.3.05 Most aspects of ag!iculture and related 
activities are of significan~ . to the nation as a 
whole. The National Comm•s~•on on Agriculture had 
aptly observed : "Therefore, from the point of view 
of agricultural development, what is more important 
is the increasing inter-dependance of Central and 
State interests and the realisation that there is hardly 
any problem o~ agricultural development that can
not be solved w1th mutual co-operation and commit
ment between the Centre and the States. Centre 
and States are to be regarded as parts of a single 
syst~m in which the right relationship between the 
two is to be guided by the wteiia of efficiency and 
economic necessity and ensured through understanding 
and adjustment".1 

14.3.06 The functions directly un(!ertak(n by the 
Union Government for agriculture have betn ably 
summed up as under: 

"(i) The overall planning and co-ordination of 
agricultural development in the country; 
co-ordinating State agricultural plans; as
suring the Gfficient implemel'tation of develop
ment plans; their evaluation; 

(ii) Providing financial &ssistanc.: to the States 
for their agricultural plans through grants and 
loans ; 

(iii) Providing technical assistance to State~ in 
planning and executing agricultural p1o· 
grammes; 

(iv) Assisting States in securing their require
ments of agricultural inputs such as pure 
seeds, imprc ved implements, fertilizers, pesti
cides· in adequate quantities and in time; 

(v) Providin~ credit; assisting States. in organi
sing marketing. storage and transport faci
litks ; 

(vi) Price stabilisation; t.nforcing in cooperation 
with the Stat..s minimum and maximum prices 
for agricultural produce; regulating inter
state trade and mov~ment of commodities; 

(vii) Laying down import and export policies in 
respect of agricultural requisitts and pro· 
ducts; 

(viii) Providing in eo-operation with the State 
extension services to farmers; 

(ix) Co-ordinating programmes of land use and 
d_eve!opment. soil eonservation, and the uti
hzatton of wattr resources; 

(x) Fundamental _and applied research in agri
cul~re, vetermary scitnce, 2gricultural eco· 
nolll!~s. fi~heries, ~;tc., home science and 
nutnt•onal problems; 

(xi) ¥"ain~ining the staudards of higher educa· 
t•on ID all the agricultural sciences ; and 

(xii) The administration of extemal assistance."1 

I. Gov~ent of India :Report of the National Commission 
011 Agncull'lre (1976), Part II "Policy and Strategy", p. 97. 

2. Please te~er, in this regard to Srinivasan, N.-.. Centre· -
fr:ate ~elatrons In the Field of Agricultural Development", 

Jw • S.N. et. a/., (Ed.}-The Union and Statts (1972), 
p. 114. 



4. ANALYS/5-CONST/TUT/ONAL ISSUES 

14.4.01 We may first consider the: issue relating to 
changes in th~ present Constitutional provisions in 
resPect of agdcultute. It has been suggested by a 
State Government that th.: existing Entrks in the 
Union and Concurrent List constricting the jurisdic
tion of States in respect of agricutlture should b< de
leted. While it has elsewhvre suggested transfer of the 
entire field of Concurrent subj~cts to the StHe List, 
no specific Entry in the Union List has b"en cited 
for del.:tion. We have, therdor~, eonsidered the 
issue with reference to the rationale for Union's 
functions and responsibiliti.,s in the agricultural 
sector, as noted in paragraph 14.3.06 above. Anoth~r 
State Government has sugge;t~d that "Entries 33 
and 34 of the Concurrent List may be transferred 
to the State List as it is not likely to cause any pre
judice to national or public interest". 

14.4.02 Planning and coordination of agricultural 
development is a matter of common concern to the 
Union and the States. Obviously, ,tis aspect can
not be wholly left to the individual States. Jnd"ed, 
it requir~s a cooperative endeavour between the two 
levds of go,ernment. 

14.4.03 The Union is responsible for ensuring 
availability of foodgr~ins and other agricultural 
products and also provision of critical inputs like 
fertilizers, water, finance, etc. for their production. 
This role involves, among others, operation of Entry 
33 of List III and Entry 52 of Li~t J. 

14.4.04 By virtue of Entry 33 of List III, Parlia
ment has enacted the Essential Commodities Act, 
1955. The Act gives powers to the Union Govarn
ment to control production, supply, distribution, 
trad.: and commerce in essential commodities. The 
definition 'essential commodity' in Section 2 of th(; 
Act includes, i"ter alia, Sugarcane, Foodstuff;, 
Edible Oil-Seeds and Oil, Raw Cotton, and Raw 
Jute. 

14.4.05 Agro-Industries, e.g., those concerning 
n_tanufacture ?! Sugar, Fertilizers, In~ecticides, Fungi
cides, Weedtctdes, Vegetable Oils, Agrkultural 
Mac:hinery and Implements, Tractors or Processed 
Foodstuffs, etc., are covered by the First Schedule 
to the IndustriGs (Devdopment and Regulation) Act, 
1951 en?cted under Entry 52, List I.! 

14.4.06 The Union Government has an important 
role to play in securing not only increased production 
of the items covered by Entry 33 but also in ensuring 
a purposive distribution and supply of the same. It 
is well-known that some parts of the country are sur
plus in foodstuffs and many others are deficient. 
Similar is the case with oilseeds and cattle fodder. 
Raw cotton and raw jute, also covered by this Entry 
are basic raw materials for industry and are grown i~ 
large areas of some States. They involve reconciling 
the interests of farmers, industry and trade through 
price-support, ensuring smooth supply across the 
States and maint~ining their demand. Obviously, 
such matters proVIde scope both for action by the 
Union and the States, and primacy to that of the for
mar wherever national and inter-State aspects are 
involved. 
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14.4.07 Ep.try 34 of List III, "Price control," is 
functionally related to Entry 33 of that List and has, 
indeed, a much wider coverage. Price control is a 
basic issue in nation1l economic policy and has 
special relevance in our planned development and 
mixed economy. This function can best be performed 
through a concerted action of the Union and the State 
Governments. The former has to evolve policy para
meters and coordinate the overall aspects impinging 
on prices and the latter has to attend to the details 
of implementation. Hence, the evident justification 
for Entry 34 in List III. 

14.4.08 The States have jurisdiction vide Entry 
17 of List II in respect of water-supply, irrigation and 
canals, drainage and embankments, water storage, 
etc. It has been observed : "For though the waters 
of an inter-State river pass through the territories of 
ail the States taken together, such waters are not loca
ted in any one State; they are in a state of flow and on 
well-settled principles of International and Federal 
Law relating to the waters of an inter-State river, no 
State can claim exclusive ownership of such waters so 
as to deprive the other States of their equitable share."3 

It is only the Union which can effectively regulate 
and develop inter-States rivers and river valleys. 
Entry 56 of List I provides for regulation and develop
ment of inter-State rivers and river valleys to the extent 
to which such regulation and development under the 
control of the Union is declared by Parliament by law 
to be expedient in public interest. 

14.4.09 Entries 57 and 59 of List J4~ involves sensi
tive and extra-territorial aspects also and, jin our 
view, rightly belong to the Union's sphere. 

14.4.10 It may be seen from Annexure XIV.2 
that there are a large number of Entries in the Union 
List which have relevance for both agircultural and 
and non-agricultural sectors. 

14.4.Il Similarly, in the Concurrent List, subjects 
of Economic and social planning; Employment and 
unemployment; Vocational training ; Price control; 
Electricity; and the like, relate to both agricultural 
and non-agricultural spheres. By their very nature, 
they include scope for both Union and State action 
and an overriding role for the former wherever national 
and inter-State interests are involved. 

14.4.12 In view of the above, we are unable to sup
port the contention that the Entries in the Union and 
the Concurrent Lists relating to 'agriculture' should 
be deleted as such or transferred to the State List. 

5. CENTRALLY SPONSORED SCHEMES 

14.5.01. The next issue for consideration is the 
complaint of large inroads made into the sphere of 
'Agriculture' by the Union Government through the 
Centrally Sponsored Schemes. A list of Centrally 
Sponsored Schemes in the field of agriculture and 
allied sectors during the Sixth Plan period is given 
in Annexure XIV.3. 

3. Seeravai, H.M.-Constitutional Law of India, Vol. I, 
para 31' p. 1009. 

4. Entry 51, List i : '"Fishing and fisheries beyond terri. 
torial waters". 

Entry 59, List I : "Cultiv:; lion, manufactuJe, and sale 
for export, of opium''. 



14.5.02. The Centrally Sponsored Schemes in agri· 
culture and allied sectors are mostly in areas of pro· 
pagation of improved technology, research and stati· 
sties, combating ecological hazards, support to pro· 
duction in specific areas (e.g., Pl!lses, cot_ton, Jl!te, 
cashewnut oilseeds and pilot proJect for mcreasmg 
rice prod~ction in eastern States), disease control, 
credit support, externally aided projects, poverty 
alleviation, and the like. 

14.5.03. The Ministry of Agriculture, Cooperation 
and Rural Development has informed us that 
"the Central and Centrally Sponsored Schemes 
are related to national priorities in many 
ways. They may aim at removing _the regio~al 
imbalance in development, or provide essential 
supplementary effort that would be normally beyond 
the means of an individual State (e.g. Central and 
Eradication of pests and Diseases of Agricultural 
Importance including Weed Control in Endemic 
Areas). Then there is the need for protecting na· 
tiona! priorities and ensuring that the core sectors of 
development are allotted resources on an ear-marked 
basis." 

14.5.04. We have pointed out in the Chapter on 
Economic and Social Planning that Centrally Spon· 
sored Schemes have grown steadily. The National 
Development Council took note of this and recom· 
mended a set of criteria for selection of such schemes 
and limited the overall outlay on them. The Rama· 
murti Committee5 also recommended certain criteria 
for selection of such schemes.• We have endorsed 
the views of the Ramamurti Committee. 

14.5.05. A glance at the list of schemes in Annexure 
XIV .3 would show that judged by these criteria many 
of them would not qualify for being included in the 
category of Centrally Sponsered Schemes. For exam
ple, the Ramamurti Committee recommended a mini· 
mum limit of Rs. 25 crores for projects in general and 
Rs. 10 crcres for projects in selected States for this 
category. It may be seen from Annexure XIV.3 
that several scherr.es included in the Sixth Five year 
Plan ha(,l outlays much lower than these limits. 

14.5.06 It is a matter of concern that in an area 
which is primarily the responsibility of the States, 
the number of Centrally Sponsored Schemes keeps on 
increasing unduly and along with it the concomitant 
Union direction and control. We have dealt with the 
various issues relating to Centrally Sponsored Schemes 
in the Chapter on Economic and Social Planning. We 
reiterate the recommendation made therein that 
only those Schemes which satisfy the criteria laid 
down by the Ramamurti Committee, and have inter· 
State, regional or overall national significance, should 
be included as Centrally Sponsored Schemes. 

5. Govemmtnt of India, Planning Commission- Report 
of the Expert Committee 011 the Role of Centrally SpOiitored 
Schemes in Serenth Plc.n, (Mimeographed), 1985. 

6. (a) It should relate to demonstration, pilot project, survey 
and research or ; 
(b) It should bavt a regional or inter-St<te character or ; 
(c) It should aim at building up institutional frarntwork 
for the country as a whole or for a region or ; 
(d) It should be in the nature of a ~are setter wilh a 
definite time frame within which 1he objectives outlined 
are sought to be realised. 
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14.5.07. We next consider the allge~ation of inde
quate consultation with the States pno~ t?. fo~mula
lation of the schemes and level of ftexiblnty m ~he 
implementation of the approved schemes. The Umon 
Government (Ministry of Agriculture, Cooperation 
and Rural Development) has informed us as follows 
in this respect: 

"As regards the Centrally Sponsored Schemes, 
the views of the State Governmets are sought 
on feasibility, programme content, funding pattern 
and the economic benefits, before these are formula
ted. The views of the State Governments are also 
brought to bear upon t~ese program~es throu~h 
Advisory Boards, Councils and Standmg Commit· 
tees. The Central Sector Schemes, it is true 
are formulated by the concerned central 
Ministry and finalised by the Planning Commis
sion after mutual consultation. But there cannot 
be any objection to consulting the State Govern
ments while formulating these schemes through the 
Central Working Groups or through advisory bodies 
and other such forums". 

14.5.08. It has also been brought to our notice by 
the Union Ministry of Agirculture, Cooperation and 
Rural Development that a number of Centrally Spon
sored Schemes transferred to the State Sector in 1979-
80 were either given up or have languished for want 
of funds, e.g., the schemes of Integrated Dryland 
Farming, Tobacco, Sugarcane, Spices, Horti
culture and Animal Husbandry. This has reportedly 
made an adverse effect on the concerned production 
programmes. 

14.5.09 We have emphasised earlier the in:pera
tive need for greater coopertation and coordmated 
action in all matters relating to agriculture. Such 
cooperation and close coordination can be secured 
through Joint Working Groups, as was rec~mmen
ded by the National Commission on Agncultu~e. 
Detailed prior consultation with States is an essential 
steps. The fact that Centrally Sponsored Schemes 
were dropped by the States on being transferred to t_he 
State Plan sector shows that the States attached pno· 
rity to these schemes only because of the financial 
assistance which went with it or are unable to fund 
them (as in the case of the backward States). This on~y 
under-scores the need for formulation of schemes m 
consultation with the States, so that they get included 
not because of the financial tag attached to th~m 
but due to common appreciation by both. the l!m?n 
and the States that these are areas of high pnonty 
within the framework of tht national plan. We 
recommend that due attention should be paid to 
this aspect. 

6. PRICING OF AGRICULTURAL ITEMS 

14.6.01 Pricing of agricultural items is a complex 
subject. Several interests-often conflicting in natl!re 
-are sought to be reconciled in this regard. Advtce 
on such matters obviously necessitates consideration 
by an expert body, free from the pres~ures of in~e~est 
gr:oups. The Agricultural Prices Commi~_sJOn 
(smce March 1985 notified as Commission of Agncul
tural <;osts and Prices) was s~t up in January ~965 
followmg the recommendations of the Jha Committee 
on Foodgrains Prices. Its terms of reference are 
contained in the Resolution reproduced in Annexure 
XIV.4. , 



14.6.02. The minimum agricultural prices announced 
by the Government of India on the recommendations 
of the Commission for Agricultural Costs and Prices 
form the basis for procurement operations. The prin
cipal grievance of the States is that they do not have 
adequate say in the fixation of support prices. It is 
argued that the uniform support prices which are in 
vogue do not sufficiently account for the regional 
variations in the cost of production. It has been 
suggested by some of them that there should be diffe
rent regional prices. 

14.6.03. We have been informed that the Commis
sion for Agricultural Costs and Prices collects detailed 
information and obtains the views from the State 
Governments on a comprehensive Questionnaire. 
It ascertains subsidies on agricultural inputs provi
ded by the States and the Union Government. Dis
cussions are held with the State Gov<:rnments and ex
perts during the Commission's visits to the 
States. Organisations of farmers, traders and 
other interest groups are also consulted. The Commis
sion also generates its own cost-data on the basis of 
returns obtained from Agro-Economic Research Cen
tres run by the Universities. 

14.6.04. The Ministry of Agriculture, Cooperation 
and Rural Development has stated that after the Com
mission for Agricultural Costs and Prices submits 
its report, the Union Government circulates it to the 
State Governments. They get sufficient oppor
tunity to give their views on fixation of garicultural 
prices, viz., in reply to the Questionnaire of the Com
mission for Agricultural Costs and Prices, during dis
cussions with it and finally on its report to the Gov
ernment. 

14.6.05. We are concerned with the question whe
ther adequate or reasonable working arrangements 
are obtaining for dealing with the widely differing 
views of the States. We are ofth~ view that the issues 
like levels of prices and uniformity or otherwise of 
minimum prices, should best be left for consideration 
by an expert body like the Commission for Agricul
tural Costs and Prices. Any question of principle 
in regard to national policy in the area of fixation of 
prices could appropriately be considered thereafter 
by the National Economic and~ Development Council, 
if necessary. 

14.6.06. A State Government has argued that as 
'price control' is subject in the Concurrent List, it 
would be desirable to associate the representatives of 
the States with the Agricultural Costs and Prices 
Commission, at least in an advisory capacity. It has 
further suggested that advisory panels may be set 
up for each commodity or group of commodites on 
which the major producing and consuming States 
might be represented. We have noted above that the 
Commission for Agricultural Costs and Prices seeks 
the views of the State Governments and also holds dis
cussions with them on minimum prices of the commo
dities under its purview. The Union Government also 
invites comments of the States on the prices reco
mmended by the Commission before taking a decision. 
The State Governments are, therefore, already being 
consulted individually. The Resolution setting up 
the Commission provides for it to determine its own 
procedures and seek such information and hold dis
cussions with official and non-official bodies as it may 
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find relevant for its purposes. The association of the 
States in the form of advisory panels, unless desired 
by the Commisson at some time, may introduc<l 
political pressures in the working of an expert body. 
As appropriate flexibility and consultative arrange
ment already exist in the present working of the 
Commission, we do not think that the above proposal 
of the State Government will lead to an improvement. 

7. INPUT SUPPLY 

14.7.01. Adequate and timely supply of goods 
quality inputs-fertilizers, seeds, insecticides, pesti
cides, etc.-is crucial for agricultural development. 
This requires efficient management, involving 
both the Union and the State agencies, corresponding 
to the production plan. With increasing appli
cation of non-traditional and improved variety of 
inputs, the pressure on input delivery is on the increase 
and has, indeed, been recognised in a recent expert 
study as a constraints in the less developed areas. 

14.7 .02. The State Governments have generally 
recognised the role and initiative of the Union in the 
allo~ment and supply of inputs like fertilizers. How
ever, a few of them have highlighted certain problems 
in this regard. A few others have asked for more 
powers in the distribution of fertilizers. 

14.7.03. In the delivery of inputs, coordination 
between the two levels of grovernments and their 
institutions is of crucial significanCe. The responsi
bility for forward p Ianning of supplies covering aspects 
of assessment of needs, production, imports, stockes 
movement, allocation, etc., rests with the Union 
Ministry of Agriculture, and its concerned agencies. 
States Farms Corporations, Seeds Corporations, 
Warehousing Corporations, etc. have to play a crucial 
role in coordinating with the central agencies on the 
one hand, and in organising input deliverY systems 
within the States, on the oth£r. 

14.7.04. A plan for the supply and dstribution of 
fertilizers has to be centrally prepared to tie up indi
genous production, imports, storage, quality, credit
support, price policy, etc. Fertilizer as an industry 
is under the control of the Union Government (being 
in the First Schedule of the IDR Act) vide Entry 
52 of List I and also Entry 33ofList Ill. The Ferti
lizer (Control) Order, 1957 has been in force under the 
provisionsofthe Essential Commodities Act, to ens:ure 
quality and regulate prices of fertilizers. The Umon 
Government has been financing the cost of delivery of 
fertilizers up to Block headquarters and hr s also be_en 
fixing uniform prices of all the commonly used vane
ties. The subsidy on fertilizer distribution amounted 
to about Rs. 2000 crores in 1985-f6. 

14.7.05. The allocation of fertilizers to the .Stat~s 
is made after taking into account the agro-chm_attc 
conditions and other relevant factors. Consultations 
with the States are held in this respect through Con
ferences, held twice a year-b~fore the rabi and !he 
Kharifseasons. We have been mformed by the Un.ton 
Government that in order to save on transportation 
costs the States are already required to draw their 
quot~ from the plants situated within the respective 
Stat~s or from the ones as close as possible. Further, 
problems arise at times under conditions of sudden 



scarcity when the States tend to draw more than their 
allotm~nts ani refuse to share the shJrtage with neigh
b;:.uring States. In the last few years, however, nose
rious problems and complaints have reportedly arisen. 

14.7.06. General bJttlenecks in fertilizer applica
tion in the states are reported to be lack of credit faci
lities, Weakness in the extension machinery and lack of 
trained manpower to handle the fertilizer distribution 
p:ogram'lle. Giving the States powers in the distri
bltion of fertilizers within their respective areas 
should be done as p:lrt of the overall scheme of ferti
lizer allocation~. 

14.7.07. Weare ofth~ view that there should be an 
active inv.:>lvement of the States in planning of ferti
lizer distribution. 

14.7.08. In their memxanda and rePlies, the State 
Governments have not raised many issues with respect 
to sup;>lies of other inp;~ts like seeds, insecticides. 
pesticides. etc. We have been informated by the 
Union Ministry of Agriculture. Cooperation and 
Rural DevebP:U!nt that in each of the four Inputs 
Divisions in that Minisrry, Co-ordination Cells exist 
to over-see input delivery p;:ogrammes. The legisla
tive framework has been setup b)"the Union Govern
ment under the Central Seeds Act, 1966, and the Ins
ecticides Act, 1968. However, operationally, co
ordination is vital between central and State-level 
agencies, Agricultural Universities, Co-operatives, 
etc. 

14.7.09. We emphasise that through constant moni
toring, it needs to be ensured that the input delivery 
systems perform well. 

8. CREDIT SUPPLY 

14.3.01. Some of the State Governments have dra
wn attention to the fact that a greater part of the cre
dit m1de available by the National Bank for Agricul
ture and Ru~al D~velop:nent (NABARD) is utilised 
by th! m>re advanced Stltes. There is, therefore. 
a d~mmi th1t S:ates sh>uld have rePresentation on 
th! BJard of Directors of NABARD . 

• 14. ~.02. Availability of credit is basic to sustaining 
p:.:>duction and sp;·ead of imp;ov~d technology in 
agriculture and has particular relevance for the 
backward areas and the weaker sections. The coope
rative structure is an imJo:tant ch1nnel of credit 
ddivery. The NABARD was set up in 1982 by an 
Act of Pdrliament as th~ apex organisation overseeing 
develop:nent, policy planning and financial support 
for agriculture and rural development. It channelises 
creiit th:ough c:>-operative and commercial banks, 
regional rural b1nks and other fin1ncial institutions. 

14.8.03. One of the imPortant considerations in the 
lbw J f agriculturzl credit is the ability of the organi
sation in the S~ate to abjorb the credit. The Union 
G;:>v~rnm~nt hlS made the following observations to 
us in this regard i 

"Th! State Governments have not shown the 
p.>litical will to ~ackle the problem ?f mounting 
overdues, the mam reason for chockmg the line ot 
credit, and h:tve b~en found to be g~nerally reluctant 
to take coercive action against wilful defaulters." 
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14.8.04. In the Chapter of Financial Relations we 
have noted that very sub:;tantial institutional credit 
is flowing to the States, including that for agricul
tural and rural sectors. Those with a well developed 
cooPerative and organisational structure, especially 
the more developed States, are in an advantageous 
position in this regard. Inspite of some schemes 
Specially designed for the backward states by 
NABARD in totality these States continue to get 
relatively much smaller shares in institutional credit. 

14.8.05. We are of the view that it is not the enlar
gement of rePresentation on NABARD that will 
secure flow of adequate credit to the States. but buil
ding up of an efficient organisation to enable the far
mers and others to avail of institutional credit. The 
ground-work in this regard will have to be done by 
States themselves. We find that adequate fora in the 
form of advisory Council at the national level, Re
gional Advisory Committees for technical schemes 
and District Consultative Committe~s exist wherein 
the States can rePresent their view-point and sort out 
operational difficulties, if any. We. therefore do 
not consider it necessary that States' rePresentation 
on the Board of Directors of NABARD ne~ds to be 
enlarged beyond what it is today. 

14.8.06. The Committee to Review Arrangements 
for Rural Credit for Agricultural and Rural Develop
ment (CRAFICARD) appointed by the Reserve 
Bank in 1981, had drawn attention to the 
fact that politicisation, malfunctioning of elected 
b:>dies and lack of professional competence in mana
gement, is paralysing the co-operative credit system 
in some StJtes. Reeently, the Committee on Agri
cultural Productivity in Eastern India (RBI. 1984) 
has also observed that the cooperative credit 
structure in that region is choked with heavy ov~r
dues. Populist considerations have prompted some 
State Governments to write-off ov~r-dues. Credit is 
a delicate plant which is difficult to grow but easy to 
d~stroy. _If an:( State Government wishes to pro
Vide spec•al rehef to some really deserving farmers. 
It should do it through the grants and not through 
condoning wilful loan-default. 

14.8.07 We recommend that the National Economic 
and Dev~lopment Council should review periodically 
the W<>rkmg of the cooperative credit system in detail 
and enforce discipline in this regard. 

9. AGRTCULTURAI- RESEARCH 

14.9.01. Agricultural education and research is a 
State.subjec~,(En~ry _14, List IO. Entry 64, List I 
p:lftall~s to Inshtutwns for scientific or technical 
educatwn. financed by the Government of India 
wholl~ or;n J;lart and de_clared by Parliament by law 
t~ be 1nsutuhon_~ of nat_1on~l importance". Entry 66. 
L1st I relates to Coordmatwn and determination of 
standards in i~stit!-'tions for higher education or 
research !lnd SCientific and technical institutions. 

14.9.02 Many State Governments have established 
Agricultural Universities and Institutions for carrying 
o.n research. TheY have also recognised the Union ini
tiative in organising agricultural research in a variety 
of fields. Someof~he less deyeloped States have sug
gested that the Ind1an Councll of Agricultural Resear
ch should undertake projects to solve local problems 



and felt-needs in the region in the matter of researcli. 
A State Government has, however, pointed out that 
the recommendations made by the ICAR institutions 
are often at variance with those of the State level 
agencies, leaving the farmers confused. Another 
State Government has suggested representation 
of Southern States on its Governing Body and 
that the States Directors of Animal Husbandry and 
Agriculture should be coopted as Members of the 
Indian Council of Agricultural Research. 

14.9.03 The Imperial Council of Agricultural 
Research (1929), renamed as the Indian Council of 
Agricultural R.:search (ICAR) in 1947, has been a 
premier research institution for promoting, guiding 
and coordinating agricultural research throughout 
the country. It provides aid to a very large number 
of crop and animal research institutions. Agricultural 
Universities and other institutions. The All-India Co
ordinated Research Projects conceived by the Coun
cil have been found very useful in propagating new 
technology. The All-India Coordinated Research 
Projects deal with improvement of agricultural crops 
andanim~ls~salso investigations in the field of agro
nomy, soli science and agricultural engin~ering. They 
operate on a countrywide basis under the direct super
vision and technical guidance of the ICAR. 
The principle of their functioning is to provide 
scope and opportunity for wider evaluation of the 
proven results of applied research. These projects 
have provided scope for cooperation between 
scientists in the States and at the Centre. 

14.9.04. The organisational structure of the ICAR 
comprises the General Body of the JCAR Society 
the Governing Body, eight Regional Committees and 
the Management Committees of the Institutes. On 
the General Body of the ICAR SocietY Ministers of 
Agriculture, Animal Husbandry and Fisheries of all 
the States are represented. besides four Vice-Chan
cellors of Agricultural Universities and eight farmers 
representing agro-climatic regions and four repre
sentatives of rural interest. In the Governing Body 
three MembersofParliament and three Vice-Chan
cellors of Agricultural Universities and three rePresen
tatives of farmers are nominated by the President 
of the ICAR (Union Minister of Agriculture). In the 
Regional Committees States are represented by Direc
tors of Agriculture, Animal Husbandry, Fisheries, 
Horticulture, Chief Engineer of Irrigation, Chief 
Conservator of Forests and Vice-Chancellors of Agn
cultural Universities. 

14.9.05 In view of underdeveloped state of agri
cultural research in several States, we feel that the 
Union Government should continue guiding the States 
in this regard and helping them organise their own 
research network. There is also need to further 
strengthen the coordination between the field institu
tionsoftbe I CAR and the State's agencies so that the 
latter may draw upon their experties. Staff exchange 
programmes between the two may also be encoura
ged to share experience and expertise. 

14.9.06 We have considered the suggestions of the 
State Governments in the light of the above facts. 
The first suggestion relating to need for ICAR under
taking research in backward areas in an administra
tive matter to be decided by Government. We have 
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no comments on the same. In regard to the a llega
tion that the recommendations of ICAR are often 
at variance with those of the local institutions it 
underscores the need for greater consultation ~nd 
cooperation between the Union Government's institu
tions/agencies and States' organisations. 

14.9.07 We have already noted in paragraphl4.9.04 
that the States are well represented at verious levels 
of the ICAR organisation. The present structure 
should, by a~d lar!le, be able to take careofproviding 
necessa~y onentat1~n of research-work corresponding 
to specml !ocal Situations an~ needs. As regards 
the suggestion for rtPresentatJOn on the Governing 
Body of the ICAR for Southern States, besides the 
adequacy of the present representation of States. we 
are unable to support the same, for the reason that 
representation on such a body should be on the basis 
of professional ability and contribution in the field 
of research rather than merely on any regional basis 
as such. 

10, RECOMMENDATIONS 

~4.10:01 Only those schemes which satisfy the cd
tena la1d down by the Rarnamurti Ccmmittec and 
have inter-State, regional or national significance 
should be included as Centrally Sponsored Schemes~ 

(Para 14.5.06) 

14.10.02 The Centrally Sponsortd Schemes ~hould 
be formul~ted in consultation with the States, so that 
they get !Deluded not because of the financial tag 
attached to them but due to common appreciation by 
both the Union and the States that these are areas 
of high priority within the framework of the 
national Plan. 

(Para 14.5.09) 

14.10.03 The issues like levels of prices and uni
formity or otherwise of minimum prices, should best 
be left for consideration by an export bcdy like the 
Commiss~on for Agriculll!ral Costs and Prices. Any 
problem m regard to nat1c nat policy in the area of 
fixation of prices could appropriately be considered 
ther~after by the National Economic and Develop
ment Council, if necessary. 

(Para 14.6.05) 

14.10.04 There should be an active involvement of 
the States in planning of ftrtilizer distribution. 

(Para 14.7.07) 

14.10.05 It is not the enlargementofrepresentation 
on NABARDthat will secure flow of adequate credit 
to !he States, but building up of an efficient orgal'i
satJOn to enable the farmers and others to avail of 
institutional credit. The ground-work in this regard 
will have to be done bv States themselves. Adequate 
fora in th~ form of Advisory Council at the national 
level, Advisory Committees for technical schemes and 
District Consultative Committees exist wherein 
the States can represent their view-point and sort 
out operational difficulties, if any. States' tePresenta
tion on the Board of Directors of NABARD need 
not be enlarged beyond what it is today. . 

(Para 14.8.05) 



14.10.06 Various committees havt drawn attention 
to the fact _that politicisation, mal-functioning of 
~lected bodies a~d lack of professional competence 
m management, IS paralysing the cooperative credit 
system in som~ States. Attention has also been 
drawn to chocking of the cooperative system due to 
heavy aircars. The working of cooperative credit 
~ystem should be reviewed periodically by the NEDC 
111 d~tail and discipline enforced in this regard. 

(Paras 14.8.06 and 14.8.07) 
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14.10.07 In view of underdeveloped ~tate of agricul
tura 1 research in several States, the Union Govern
ment should continue g~iding_ the States in this regard 
and helping themorgamse their own research network. 
There is also need to strengthen thecoordination bet
Ween the fidd institrtions of the ICAR and the State>' 
agencies so that the latter ma} draw upon thei1 exper
tise. Staff exchange programmes between the two 
may also be encouraged to share expaience and ex
Pertise. 

(Para 14.9.05) 



ANNEXURE XIV.! 

SUBJECTS RELATING TO AGRICULTURE IN THE STATE LIST OF THE SEVENTH SCHEDULE TO 
THE CONSTITUTION 

E11try List ll-State List 
No. 

14. Agriculture, including agricultural educat.on and re
Starch, protection against pests and prevention of Plant 
diseases. 

15. Preservation. protwtion and improvement of stock 
and prevention of animal diseases ; veterinary training 
and practice. 

16. Pounds and the prevention of cattle trespass. 

17. Water, that is to say, water supplies, irrigation and 
canals, drainage and embankments, water storage 
and water power subject to the provisions of entry 
56 of List I. 

18. Land, that is to say, rights in or over land, land tenures 
including the relation of Iandi ord and tena'lt, ar. d the 
collection of rents; transfer and alienation of agri
cultural land ; land improvement and agricultural 
loans ; colonization. 

21. Fisheries. 

26. Trade and commerce within the State subject to the 
provisions of entry 33 of List ill. 

27. Production, supply and distributivn of goods subject 
to the provisions of entry 33 of List III. 

28. Markets and fairs. 

30. Money-lending and money-lenders ; relief of agricultural 
in<lebtednes~. 

Entry List ll-State List 
No. 

32. Incorporation, regulation and winding up of coq:ora
tions other than those specified in List I, and univer .. 
sities; unicorporated trading, literary, scientific, 
religious and other societies and associations ; co· 
operative societies. 

45. Land revenue, including the assessment and collection 
of revenue, the maintenance of land records, survey 
for revenue purposes and recotds of rights, and alie· 
nation of revenues. 

46. Taxes on agricultural income. 
47. Duties in respect of succession to agricultural land. 
48. Estate Duty in r<Speot of agricultwal land. 
50. Taxes on mineral rights subject to any Jimitat ions 

imposed by Parliament by law relating to mineral 
development. 

52. Taxes on the entry of goods into a local area for con
sumption, use or sale therein. 

53. Taxes on the consumption or sale of electxicity. 
54. Taxes on the sale or purchase of goods other than 

newspapers, subject to the provisions of Entry 92A 
of List I. 

58. Taxes on animals and boats. 
59. Tolls. 
60. Taxes on professions, trades, callings and cmplo}"ments. 
63. Rates of stamp duty in respect of documents other than 

those specified in the provisions of List I with regard 
t? r<1te~ of stamp duty. 

ANNEXURE XIV.2 

Entry 
No. 

28. 

42. 

43. 

44. 

45. 

47. 

51. 

52. 

56. 

SUBJECTS HAVING BEARING ON AGRICULTURE IN THE UNION AND CONCURRENT LISTS OF THE 
SEVENTH SCHEDULE TO THE CONSTITUTION 

List 1-Union Lis/ 

Port quarantine, including hospitals connected there
with ; seamen's and marine hospitals. 

Inter-State trade and commerce. 

Incorporation, regulation and winding up of trading 
corporations, including.banki!lg, insurance ~d fin~~Jal 
corporations but not mcludmg CC'-o~rat1ve soctetles. 

Incorporation, rtgulation and winding up of corpora
tions whether trading or not, with objects not confined 
to o~e State, but not including universities. 

Banking. 

Insurance. 

Establishment of standards of quality for goods to 
be exported out of India or transported from one State 
to another. 

Industries the control of which by the Union is declared, 
by Parlia.;,ent by law to be expedient in the public 
interest. 
Regulation and development of int~r-State rivers and 
and river valleys to the extent to wh1ch such regulatiOn 
and development under the control of th~ Union is 
declared by Parliament by law to be exped1ent m the 
public interesl. 
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EntrY 
No. 

57. 

59. 

63. 

64. 

65. 

66. 

List l-U11ion List 

Fishing and fisheries beyond territorial waters. 

Cultivation, manufacture, and sale for export, of opium. 

The institutions known at the commencement of this 
Constitution as the Banaras Hindu University. tho 
Aligarh Muslim University and the Delhi University; 
the University established in pursuance of article 37IE; 
any other institution declared by Parliament by law 
to be an institution of national importance. 

Institutions for scientific or technical education financed 
by the Government of India wholl~ or, in part and de
clared by Parliament by law to be mst1tut1ons of national 
importance. 

Union agencies and institutions for-
(a) professional, vocational or technical training, 

including the training of police officers ; or 
(b) the promotion o( special studies or research ; 

or 
(c) scientific or technical assistance in the investigation 

or detection of crime. 

Co-ordination and determination of standards in 
institutions for higher education or ... research and 
'\cientific and technical institutions. 

'8-325/87 (II) 
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ANNEXUREXIV.2-Contd. 
List 1-Uni on List 

EntrY List 1-Union List EntrY 
No. 

lfo. 

69. Census. 
29. 

81. Inter State migration ; inter State quarantine. 

Prevention of the extension from one Slate to another 
of infectious or contagious diseaW~ or pests affecting 
men, animals or plants. 

Vital sta• istics including registration of births and 
deaths. 

82. Tax.:s on income than agricultural income. 30. 

97. Any other matter not enumerated in List II or List 
III including any tax not mentioned in either of those 

lists. 
33. Trade and commerce in, and tho production, supply 

and distribution of,-

List III-Concurrent List 

9. Bankruptcy and insolvency. 

17. Prevention of cruelty to animals. 

(a) the products of any industry where the control 
of such industry by the Union is declared by Parlia· 
men! by law to be expedient in the public interest, 
and imported good, of the same kind as such pro
ducts ; 

17 A. Forests. 
17B. Protection of Wild animals and birds. 

(b) foodstuffs, including edible oilseeds and oils; 
(c) cattle fooder, including oilcakes and other con

cent.:ates ; 
18. Adulteration of foodstuffs and othet goods. (d) raw cotton, whether ginned or unginned, and cotton 

seed; and 
(e) laW juto. 

Price control. 

Eloctricity. 

20. Economic and social planning. 

23. Social security and social insurance ; employment and 
unemployment. 

25. Education, including technical edt.cation, medical 
education and universities, subject to the: provisions 
of entries 63, 64, 65 and 66 of List I ; vocational and 
technical trai11ing of labour. 

34. 

38. 

4S. Inquiries and statistics for the purposes of any of tho 
matters specified ill List ll or List UI. 

ANNEXURE XIV.3 

List of Centrally sponsored Schemes, Pattern of Central Assistance a11d Celllral Assistance Pro1•ided in the Sixth Plan (1980-85)
Agriculture and Allied Sectors 

Sl. Ministry/Department/ 
No. Sector 

1 2 

1 Agriculture 

Name of the Scheme 
Pattern of Central 

Assistance 

3 4 

1. Scheme for distribution of Minikits of rice Millets 100% 
Pulses and wheat ' ' 

2. Distribution of Gram Minikits in replacement of Khesari 
Dal 

3. Soil. conservation in the catchment of River Valley 
ProJects 

4. Integrated ~ater Shed Management in the catchment 
of Flood Rivers of Gangetic Besin 

S. Development of Spices in Union Territories 
6. Establishment of elite Progeny Orchards • 
1. Improvement of Irrigation Statistics 
8. Crop estimation surveys on fruits, ve~etabl~ and •mino~ 

crops 

9. Diagnostic Studies . . . . , . . 
10. Central Pilot Project for increasing Rice Production in 

Eastern States 
11. Prop>gation of water hlrve;ting technology in dry 

farmmg areas 
12. Improved Technology for apple production 
13. Intensive Cotton Development Programme 
14. Intensive Jute Development Programme 
15 A · · ' " • · ~s.1stmg sm1ll a'l i m \r~in1t far1n )t.i in increasing 

agricultural production 

.. 

.. 

.. 
.. .. .. .. 
.. .. 
.. 

50% .. .. .. 

Amount of 
Central 

Assistance 
(Actuals 

for1980-84 
and B.E. 

for (1984-
1985) 

(Rs. crores) 

s 

20·06 

0·50 

73·49 

30·S2 

0·24 
1 ·18 
0·82 
0·49 

0·02 
S·OO 

2.15 

0·45 
15·55 

3.48 
185·00 
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3 

16. Establishment of an agency for collection of agricultwal 50% 
statistics 

17. Establishment of farmers' Agro-Service Centres for · " 
custom-Hiring and Popularisation of improved agri
cultural imploments 

18. Popularisation of seed-cum-fertilizer drills and inputs " 
19. Intensive Oilseeds Development Programme " 

4 

20. Cashewnut Development • 50% States 100:!'. UTs. 
21. Package Programme on Coconut J;levelopment 
22. Development of Pulses 

23. Timely reporting of estimates of area and production of 
principal crops 

24. Improvement of crop statistics . 
25. Agricultural Credit Stablisation Fund 
26. Control and eradication of pests/diseases of agricultural 

importance including weed control in endemic areas 

TOTAL 

" 
50% & 100% according 

to work component 
SO% States 100% UTs. 

Do 
N.A. 
N.A. 

2. Animll Husb1ndry & 1. Minikit testing on fodder crops • • 100% 
Dairy Development 

3. Co-operation . 

4. Fisheries 

5. Forests 

2. Rinder-pest eradication • 
3. Foot & Mouth Diseases Control Programme 
4. Systematic control of livestock diseases of National 

importance including creation:._ of diseases-free zone 
S. Assistance to selected Gaushalas for production of high 

quality indigenous cross-bread heifers 
6. Sample Surveys on estimation of Production of milk, 

eggs, wool and meat in States 
7. Integrated Dairy Development Projects in States 

TOTAL 

1. Assistan~e to Co-operative Marketing, processing and 
Storage Programmes 

2. Share Capital participation in Co-operative Factories 
3. Participation in the Share Capital of Growers Spinning 

Mills 
4. IDA : Storage Project (NCDC-I) 
5. IDA : Storage Project (NCDC-Il) 
6. EBC : Storage Project 
7. IDA : Cold Storage Project (NCDC-II) 
8. EEC Funded Soyabeen Project 

TOTAL 

1. Techno-so.::io-economic survey of fishermen 
2. Construction of Dry Docks 
3. Development of Botanical Garden at Sassoon Dock 
4. Accident Insurance Scheme for Active Fishermen 
5. Fish Farmers development Agency 
6. World Bank-assisted Inland Fisheries Schemes 
7. Brackish water fishfarming. 
8. Introduction of Beach Landing Crafts 
9. Landing and berthing facilities at Minor Ports 

10. National Programme for Fish Seed Development 

.TOTAL 

1. Soil, Water and tree conservation in Himalayas 
2. Social Forestry including fuel wood planting 

TOTAL 

50~ 

SO% 
50% 
SO% 
50% 

SO% 

SO% in case of Assam& 
J & K and 100% in 

Sikkim 

100% 

" 
" 

N.A. 
N.A. 
N.A. 
N.A. 
N.A. 

100% 

" 
" 
" 

50% 
" 

50% 

" 
70% 

100% 
50% States 100% UTs. 

s 

5.38 

3·01 

1·30 
93 ·84 
4·54 
1.70 

17·38 

2.61 

1·67 
60·39 
10·21 

541·58 

0·57 

1·64 
2·37 
2•49 

0•81 

0·47 

5·53 

13 ·88 

38·36 

27·44 
44.31 

19 ·49 
38·39 
15·54 
16 ·34 
13 ·81 

213·68 

0·18 
0·50 
0·10 
0·34 
3·80 
4·26 
2 ·19 
0·50 

17 ·15 
3 ·42 

32·44 

26·58 
50·72 

77.30 
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2 3 4 5 

6 Rural Development I. Rural Landless Employment Guarantee Programme 100% 599.90 

(RLEGP) 
2. Establislm1ent of Rural Godowns SO/'• 14·58 

3. Integrated Rural Development Programme (IRDP) SO% 789 ·16 .. 5 ·48 4. Development of women and children in rural areas 
5. Special Live-stock Programme 

(a) Poultry, piggery & sheep 
(b) Cross-bred heifers 
(c) Assistant for Spl. Livestock 

component) 
6. Drought Prone Area Programme 
7. Desert Development Progranlffie 

I 

Programme (Staff ~ 
J 

50% 

.. 
"* 

28 ·54 

8. Promotion of vollUltary scheme of Social Action Pro
gramme 

.. 
169·78 
42·16 
1·68 

9. National Rural Employment Progranm1e (NREP) .. 1103 ·01 
1 ·12 10. Establishment/strengthening of regional training Centre 

for Research and Trainir•g 

.. 
11. Land Reforms-Assistance to new assignees of land 

imposition of ceilings on agricultural holdings 

.. 11·89 

· 12. National' ScMme fur training of rural youth for self 
employment 

SO% 4·36 

. -
TOTAL 2771·66 

•In Seventh Plan 100 /'. 
Source : Report of Expert Committee on the Role of Centrally Sponsored Schemes in Seventh Plan (January, 1985). 

ANNEXURE )QV.4 

GOVERNMENT OF INDIA RESOLUTION ON REVISED TERMS OF REFERENCE OF THE 
AGRICULTURAL PRICES COMMISSION 

No. 14011/2/78-Econ Py. 

Government of India (Bharat Sarkar) 
Ministry of Agriculture (Krishi Mantralaya) 

Department of Agriculture and Cooperation (Krishi 
our Sahkarita Vibhag) 

New Delhi, the 5th March, 1980 

RESOLUTION 

The Agricultural Prices Commission was 'set uP in January. 
1965 to advise on the price policy of agricultural commodities 
with a v~ew to evolving a balanced and integrated price structure 
in the perspective of the overall needs of the economy and with 
due, regard to the interests of the producer and the consumer. 
Over the years, the Commission has helped in the evolution 
of a stable and positive price policy for agricultural commodities. 

-The agricultural situation has considerably changed since 
the setting up of the Commission. The area under irrigation 
and intensity of cropping a~ going up steadily. Consumption 
of fertilisers and pesticides has increased. Investment in Agri
culture through institutional and other sources has risen. A 
number of policy decisions have been taken to give high priority 
to Agriculture and Rural Development. 

_ Agricultural production has_ ~s a result of these steps achieved 
a reasonable degree of stab1hty and a process of increasing 
market crientation of the agricultural sector has set 
in. It has hence considered n~ary to modify and expand 
the terms of reference of the Agncultural Prices Commission. 

The terms of reference of the Commission would be as under : 

1. TO a~vise Of! the price policy of paddy, rice, wheat, jowar, 
bajra, ma1ze, rag1, barley, gram, tur, moong, urad, sugarcane 
groundnut, soyabean, sunflowerseed, rapeseed and mustard: 

cotton, jute,. to~acco and s~ch othe~ commodities as the Govern
ment may mdtcate from ttme to t1me with a view to evolving 
a balanced and integrated price structure in the perspective of 
the overall needs of the economy and with due regard to the 
mterests of the producer and the consumer. 

?-· While recommending. the price policy and the relative 
pnce structure, the Comm1ssron may keep in view the following : 

(i) The need to provide incentive to the producer for adop
tmg Improved technology and for developing a produc
tiOn pattern broadly m the hght of national requirements. 

(ii) The need to ensure. rational utilisation of iand water 
and other production resol,lrces. ' 

(iii) The likely effect of the price policy on the rest of th 
~nol""f!y, particularly on the cost of Jiving, level of wagese 
mdustnal cost structure, etc. ' 

3. The Colf!~ission may al_so suggest such nonprice measures 
~s would fac1htate the ach1evemcnt of the objectives set t 
m 1 above. ou 

4. To recommend from time to time, in respect of different 
agr!cultural ~mmodJtJes, measures necessary to make th · 
policy effechve. e pnce 

s.- To take into account the changes in terms of trade b t 
agricultural and non-agricultural sectors. e ween 

6. To exami~e, where ~ecessary, the prevailing methods a d 
C?St of marketmg of agncultural commodities in different n 
g1ons, sugge~t m~asures !O reduce costs of marketing and ~: 
commend fa1r pnce margms for different sta2 es of m:u-1.-Ptin .... 



7. To keep under review the developing price situation and 
to make appropriate recommendations, as and when necessary, 
within the framework of the_ overall price policy. 

8. To undertake studies in respect of different crops as may 
be prescribed by Government from time to time. 
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9. To keep under review studies relating to the price policy 
and arrangements for collection of information regarding 
agricultural prices and other related data and suggest impro-. 
vemeots in the same, and to organise research studiea in the 
field of price policy. 

10. To advise on any problems relating to the agricultural 
prices and production that may be referred to it by Government 
from time to time. 

The Commission will maintain close touch with other agencies 
dealing with matters having a bearing on prices and production 
including the Food Corporation of India, the Cotton Corpo
ration of India and the Jute Corporation of India. 

The Commission wiii determine its own''procodures. it w.d 
be free to call for notes, memoranda, results of studies, daia 
and any other material relevant to its work from official and 
non-official bodies, and hold discussions with them. 

The Commission will submit reports to Government as and 
when necessary in respe.:t of dillerent commodities or groups 
thereof. 

(Sd.) 

(M.S. SWAMINATHAN) 

Secretary to tM Governmmt of India 
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CHAPTER XV 

FORESTS 

1. INTRODUCTION 

15.1.0 I The National Forest Policy lays down that 
out of 329 million hectares of geograhical area in 
India, at least one-third, i.e., about 100 million hec
tares should be covered by forests. Studies made by 
the National Remote Sensing Agency have revealed 
that in three years, 1972-75, forest area actually co
vered was only 55.5 million hectares (16.9 percent 
of the geograhical area). The extent of forest-cover 
declined further and was only 46 million hectares in 
1980-82 (14.10 percent of the geographical area). 
Thus, over a period of 7 years, the reduction in forest 
area was of the order of 9 million hectares, i.e., about 
2. 8 percent of the geographical area of the country. 
This rapid depletion of forest resources is a matter 
of utmost concern for the nation. 

2. CONSTITUTIONAL ARRANGEMENTS 

15.2.01 The subject 'Forests' was originally enu
merated in the State List. The Forty-second Amend
ment to the Constitution (1976) transferred the subject 
from the State List to the Concurrent List. (Entry 
17 A of List III). 

15.2.02 The Forest (Conservation), Act 1980 
(Annexure XV -1) was enacted by Parliament to pre
vent further indiscriminate deforestation. Its 'Objects 
and Reasons' stated, inter-alia that "Deforestation 
causes ecological imbalance and leads to environ
mental deterioration. Deforestation had been taking 
place on a large scale in the country and it has caused 
wide-spread concern". 

15.2.03 Section 2 of the Act provides : ''Not
withstanding anything contained in any other law for 
the time being in force in a State, no State Govern
ment or other authority shall make, except with the 
prior approval of the Central Government, any order 
directing-

(i) that any reserved forest (within the meaning 
of the expression "reserved forest" in any law 
for the time being in force in that State) or any 
portion thereof, shall cease to be reserved ; 

(ii) that any for~st land or any portion thereof 
may be used for any non-forest purpose". 

The Explanation to Section 2 states that for the 
purposes of that section 'non-forest purpose' means 
"breaking up or clearing of any forest land or portion 
thereof for any purpose other than re-affort:station". 
There is no delegation to the States under the Act 
and all proposals touching Forests have now to be 
submitted for approval of the Union Government. 

3. COMPLAINTS OF THE STATES 
1 5.3.01 The main complaint of the State Govern

ments r~lates to the restrictions imposed under Sec
tion 2 of the Forests (Conservation) Act on the exe
cutive powers of State Governments Prior to the Forest 
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(Conservation) Act, 1980, the State Governments 
were totally free to determine all matters relating to 
dereservation, but the Act of 1980 resulted in total 
centralisation. This has provoked a State Government 
to observe that "in the matter of dealing with forests, 
we seem to be swinging from one extreme to ano
ther". Most of -the State Governments have drawn 
attention to the difficulties faced by them in the exe
cution of vital, urgent development projects like irri
gation and power projects owing to delays in approval 
of deforestation proposals involved in these projects. 
They point out that even small schemes get delayed 
as the States have no powers to approve deforestation 
to any extent. 

15.3.02 Except for two State Governments, there 
has been no criticism in regard to the transfer of the 
suject 'Forests' to the Concurrent List. One of them 
has argued that since this change has been made, no 
big improvement in respect of planting, care, conser
vation and development of forests has been observed 
and the steady loss of the forest cover continues to 
be "a serious national problem". According to this 
State Government, the real solution lies in creating 
a strong public awareness about the role of forests 
in the countries economy and ecology as well as taking 
effective measures against unauthorised exploitation 
of forests. According to it, afforestation is eminently 
suitable for utilisation of voluntary labour and for 
useful deployment of manpower under the special 
employment programmes. The other State Government 
has stated that there is no justification for having this 
Entry in the Concurrent List. Both the State Gov
ernments have suggeted that the subject 'Forests' 
should be transferred back to the State List by resto
ring Entry 19 which was deleted by the Forty-second 
Amendment. 

15.3.03 It is an incontrovertible fact that defore
station in India has been going on at an ala.rmmg rate. 
Even one of the State Governments which has asked 
for the transpo.ition of Entry 17 A back to the state 
List, concedes that the loss of the forest cover conti
nues to be "a serious national problem". It inevitably 
follows from this admission that conservation of fore
sts or maintenance and adequate development of forest 
cover is not a matter of exclusive State concern. 
Therefore, this matter cannot be put back in the State 
List to remain a matter of exclusive State jurisdiction. 
It is obviously a matter of common and concurrent 
interest to the Union and the States.In fact, the Union 
Legislature has occupied only one aspect of this con
current field, viz., 'conservation of forests' by enacting 
the Forest (Conservation) Act, 1980. Except to the 
extent covered by this Act, the legislative and execu
tive competence with respect to the remaining aspects 
of the subject 'Forests', remains with the States. The 
Forests (Conservation) Act leaves the planting, de
velopment, extension and care of forests to the States. 



Even exploitation of the reserve forests in a scientific 
manner and appropriation of the income from those 
forests is with the States. If the States are unwilling 
or unable to extend the forestation or develop the for
~ts and usefully deploy the manpower under the spe
Cial employment programmes, that is no argument for 
transfer of 'forests' back to List II. It rather cuts the 
other way. We have discussed this issue in detail in 
the Chapter on 'Legislative Relations'. 

15.3.04 Suggestions from the States to overcome 
the difficulties being faced by them can be summari
sed as follows : 

~i) A measure <'f delegatic·n t•' the States. One 
State has suggested delegation of powers by 
relaxation of provisions of Section 2 of the 
Act up to I 0 hectares to the State Governments. 

(ii) Provision for blanket clearance f01 projects 
like construction of power transmission lines 
where damage to forest areas is minimal. 

(iii) Major irrigation and power projects are scruti
nised by the vru ions agencies like Central Water 
Commission, Central Electricity Authority, 
etc. Thereafter they have to be considered by 
the concerned Departments and the Planning 
Comrrusswn before final approval is given. 
Scrutiny of the proposals relating to Forests 
should be carried out by the Ministry of En
vironment and Forests for these major pro
jects at the same time, so that once a project 
has been examined from all aspects, and ap
proved and cleared, the State Government 
need not approach the Union Government 
again for clearance under Section 2 of the Act. 

15.3.05 The Ministry of Environment, Forests and 
Wildlife, in their reply, have pointed out that the 
procedure for approval under Section 2 of the Act 
has since been streamlined and most of the projects 
are now cleared expeditiously. They have further as
serted that delay in giving clearance under Section 2 
!s largely due to States' furnishing incomplete 
mformatwn. 

15.3.06 The reply from the Ministy of Environ
ment, Forests and Wildlife of the Government of 
India also mentions that," a Working Group was con
stituted to examine and suggest simplification of the 
procedure under the aforesaid Act ....... As recom-
mended by the Working Group. detailed guidelines 
have again been issued to all States and Union Terri
tories. The cases relating to surveys and investigation 
in forest areas, which do not involve cutting of tree~ 
are not required to be referred to the Central Govern
ment. Further, the procedure for laying of transmission 
lines or pipes for water supply, which do not involve 
felling of trees, has been simplified. However, it has 
been noticed that inspite of clear guidelines, correct 
and complete proposals are very often not submitted 
by the States". 

4. ANYLYSIS OF VIEWS 

15.4.01 We have considered the criticism and 
>uggestions of the State Governments in the light of 
the above. Only two State Governments want that 
'Forests' should be transferred back to the State List. 
We have already noted that the subject 'Forests' was 
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placed in the Concurrent List by the Constitution (For
ty-second Amendment) Act, 1976. The Constitution 
(Forty-fourth Amendment) Act, I 978, which in many 
respects nullified the effect of the Forty-second Amed
ment, was introduced after a general agreement had 
been reached among different political parties. It is 
pertinent that it did not retransfer 'Forests' from the 
Concurrent to the State List. 

15.4.02 Th~ Ministry of Environment, Forests 
and Wildlife has drawn attention to the fact that dur
ing the period 1951-52 to 1979-80, 4. 3 million hec
tares of forest land was officially diverted to non
forest purposes. During the seven years, 1975-82, 
about nine million hectares of forests were lost. 
Obviously, in the period immediately preceding the 
enforcement of the Forest (Conservation) Act, 1980, 
large scale denudetion of forests took place. Ptes
sures on forest area due to increasing population are 
well known. Availability of fire-wood falls for short 
of the demand. It has been pointed out by the Minis
try of Environment, Forests and Wildlife that in 
1978, guidelines were issued by Government of India 
laying down that all proposal involving ust. of forest 
land exceeding 10 hectares, should be referred to 
them for prior concurrence. Unfortunately, it was 
observed only in breach. The Forest (Conservation) 
Act, 1980 has enabled the Government of India to 
drastically reduce the diversion of forest lands to 
non-forest uses. 

15.4.03 Today, there is much greater appreciation 
of the need for a countrywide approach in regard to 
forest conservation measures. In many parts of the 
country the adverse consequences of destruction of 
forests are already being felt. We are, therefore, of 
the view that it would be a retrograde step to trans
fer back the subject of 'Forests' to the State List. 

15.4.04 The main complaint of the State Govern
ments, as already noted, is in respect of delay in cle
arance of projects referred to the Union Government 
under Section 2 of the Act. Some State Governments 
have given specific instances of delays. Five of the 
States have poi!lted out the difficulties arising out of 
total centrahsat10n of authonty under Section 2 of the 
~ct. Absence of any delegation to the States, accor
dmg to them, has resulted in a situation where even 
small ":orks in forest areas, some of which may be 
urgent m nature, frequently get held up. 

. 15.4.05 0~ the other hand, according to the Mi
mstry of Envtronment, Forests and Wildlife of the 
Government oflndia, the main reasons for delay are : 

(i) Incomplete proposals ; 
(ii) Lack of coordination between different· De

par.tments of the States/Union Territories and 
thetr Forest Department ; 

(iii) Ab~nce of. m<;mitoring of cases by States/ 
Umon Terntones; and 

(iv) Non-adherence to time-limits by States/Union 
~erritories at their level (2 months for proces
smg_ ~nd 3. weeks for furnishing clarification/ 
additiOnal mformation) sought by Union Gov
ernment. 

15.~.06 T~e Ministry of Environment, Forests and 
Wtldhfe has m thetr reply stated that since the en-



forceme11t of the Act, a little more than two thou
sand proposals for diversion of forest land to non
forest purposes were received by the Department 
upto the end of February, 1986. Of these, only 71 
cases are pending, out of which only 13 are pending 
for more than two months. The information also 
shows that a large number of cases (871 out of 2068 
were treated as 'closed' because of the incomplete 
information given by the State Governments. There 
are only four cases pending for more than six months. 

I 5.4.07 There may be several reasons for treating 
cases referred under Section. 2 of the 1980 Act as 
'closed'. It could be after full consideration of all the 
issues involved or it could be due to lack of follow-up 
action from the States. However, it is important to 
ensure that no genuine cases of development work 
are held up. 

15.4.08 On the other hand, four State Govern
ments have given us the details of long pending cases 
(for more than 6 months) under Section 2 of the 
Forest (Conservation) Act. In one State, the number 
appears to be unusually large. About 205 cases out 
of 271 referred to under Section 2 of the Act are 
stated to be pending. This apart, the practice of dis
posing off an unusually large number of such cases, 
not on merits but as 'closed' for want of complete 
information from the State Governments. is not a de
sirable course of action. Certainly, it is not conducive 
to smooth and hermonious working of Union-State 
relations. We do not intend to go into the merits of 
these cases. Our purpose in referring to this informa
ton is to highlight the point that the expeditious clea
rance of projects, is being plagued by procedural pro
blems between the Union and State Governments. 
Mere shifting of responsibility is not going to give 
results. The sooner these problems are sorted out the 
better it will be for the country as a whole. It will 
surely expedite project implementation. 

15.4.09 In view a of hrge number of cases haling 
been 'closed', there is need for reviewing them to 
identify the reasons. We recommend that a senior 
officer of the Ministry of Environment. Forests and 
wildlife should examine all such cases which have 
been disposed off as 'closed', identify the reasons and 
inform the States. Cases which are required to be 
followed up by the States should be reopened and 
decided on their merit after discussion with the repre
sentatives of the concerned State Governments. 

15.4.10 We note that the Ministry of Environ
ment, Forests and Wildlife, has issued certain ad
ministrative guidelines tn the State Governments in 
regard to the submission of proposals for approval 
of Government of India under Section 2 of the Act. 
We have also been informed that certain time-limits 
have been fixed for expediting disposal of such propo
sals. States have been asked to process the proposals 
within two mcnths. Three weeks have been allowed for 
furnishing clarifications/additional information eli
cited by the Government of India. These are welcome 
steps but are not adequate. It would be advantageous 
if a bi-annual review of pending cases i~ carried out in 
consultation with the State Governments. Such a 
step would eliminate unnecessary correspondance 
and make for speedy disposal of cases. States could 
be informed in advance ahout the documents and 
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information required. Since the review will be bi-an
nual~ the states will get ample time to respond to the 
quenes. 

15.4.11 We nc te that in the existing arrangLments, 
there is no delegation at all to the States in regard to 
diversion of reserve forest areas to non-forest uses 
or inter-change of forest and non-forest areas. As a 
result, a large number of proposals have necessat ily 
t.' be sent to the Government of India. The question 
for consideration is whether any delegation is necessary 
and desirable in this regard. States have expressed 
unhappiness over the fact that even for every minor 
schemes like sinking of a well or building a small 
school in a tribal village involving diversion or inter
change of very small piece of reserve forest land to 
such non-fo;c ;t purposes, proposals have to travel all 
tht· way from the Panch a yat/Block level to the Gov
ernment of India. The adverse impact on local deve
lopment activities can well be imagined. 

15.4. I 2 We are, therefore. of the view that certain 
amount of delegation to the States is necessary. 

15.4.13 It has been argued that all these years 
the States were free to de-reserve forest lands and 
extensive damage has been done and the only w2y to 
deal with the situation is for the Union Govern
ment to assume all powers in this regard. It is necessa
ry in this connection to distinguish between illicit 
felling of trees and dereservation or interchange by 
the States. The former requires to be checked with 
utmost severity. This calls for a high degree of coope
ration and coordination between the Union and the 
States. The centralisation of rowers in regard to der
eservation of forests will not yield the desired results 
in controlling illicit felling. All States are agreed on 
the need to conserve our forests. Many experts and 
eminent persons, who appeared before us, also empha
sised the need to conserve the forest resources. States 
have been entrusted with a wide range of functions 
under the Forest Act, 1927. Indeed, States are respon
sible for all metters relating to forests and only in 
regard to diversion of reserved forests, they can not 
approve any proposal except with the prior consent 
of the Union Government. States are, however, pri
marily responsible for the upkeep of forests, preven
tion of illicit felling and taking of punitive action 
against the offenders and the like. We have already 
noted that in 1978, prior to the passing of the Forest 
(Conservation) Act, States had been requested to send 
all proposals involving dereservation of 10 hectares 
and more to the Government of India for clearance. 

15.4.14 We recommend that powers should be 
delegated to the States to divert, to a small extent, say 
not exceeding 5 hectares of reserved forest lands which 
are urgently required for specific public purposes. 

15.4.15 However. freedom to act should not be 
interpreted liberally. We have already referred to the 
depredations in the forests and the massive depletion 
of forest resources due to dereservation and illegal 
felling. The Union Government and all the State 
Governments have spoken unequivocally in favour of 
conservation of forests. The State Governments should, 
therefore, exercise utmost caution in the exercise of 
the powers recommended to be delegattd to them. 
A thorough technical scrutiny of the proposals 
by the Forest Department of the State Governments 



is a must and it should, among other things, 
e":sure that 0nly the minimum area required is per
nutted to be deforested. A positive approach to the 
problem is necessary. The States should as a rule arran
ge for afforestation of an equivalent area. Cases 
which are not of urgent nature or involve dereserva
tion of an area more than 5 hectares will naturally 
be processed for clearance of the Department of En
vironment and Forests as per existing provisions. Our 
observation about the need to afforest equal area 
affected by deforestation will apply equally to such 
cases also. We have already suggested a bi-annual 
review of cases pending with Government of India 
to be held jointly. This opportunity should be made 
use of to review the action taken by the States 
under th~;; delegated authority and assess to what ex
tent the afforestation of •equivalent areas has been 
effectively carried out. 

15.4.16 Conservation and improvement of forest 
resources is of utmost importance to the nation. 
The fast growing demand for timber and other forest 
produce requires a systematic and multi-pronged 
approach to sustain continuous supply and simulta
neously preserve and improve the ecological balance. 
Many of the required elements of policy already find 
place in the Social Forestry Policy. It is obvious 
that a concerted action by both the Union and the 
States is called for in implementing them. We would 
like to emphasise that along with the restrictions on 
indiscriminate felling of trees and use of forest land, 
the positive aspects involving, inter alia, schemes of 
afforestation and development of substitutes for forest 
produce are equally important. In this connection, 
we have taken note of a study on 'Forestry and the 
law' conducted by Shri Chhatrapati Singh at the 
Indian Law Institute, New Delhi (December, 1986) 
which has highlighted that at the field level a more 
systematic and purposive implementation of forestry 
policy is called for. For this, the observed incompa
tibility and anomali~s between legislations and orders 
passed at vrious levels need to be removed. Among 
other things, the above mentioned study has empha
sised that the Acts should rationalise planting and fel
ling of trees on private land; rationalise transit rules 
wherever necessary, especially in areas away from 
forests; permit purposive allotments of land, such 
as, leasing out denuded forest lands to private indi
viduals or groups; a better understanding of the intent 
of the Forest Conservation Act, 1980 in the guidelines 
of Government of India, etc. 

Without embarking upon an mdepth appraisal 
of these suggestions, on merits, we feel it necessary to 
point out that since some of them or their aspects 
directly impinge upon matters in the State List, their 
successful implementation depends, in no small mea
sure, on adoption of a procedure based on close con
sensus and cooperation between the Union and the 
States. 

15.4.17 The next suggestion for consideration is 
that clearances under Section 2 of the Act should be 
given along with approvals of other agencies in case 
of major projects. States have cited instances of 
major projects which though cleared by the Govern
ment of India, have yet been held up for want of clea
rance under Section 2 of the Forest Act. Such situa
tions can be avoided if a comprehensive survey of all 
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collateral aspects and incidental needs and likely af
fects on the forests and ecology of the site and sur
roundings of a contemplated project, is made, consi
dered, coordinated and approved at the time of pro
ject clearance by the Government of India. 

15.4.18 We recommend that clearance under Sec
tion 2 of the Forest (Conservation) Act should be 
given as far as possible simultaneously with the pro
ject clearance by the Government of India. 

15.4.19 A lot of effort and time would be saved 
if the Central agencies are associated with the formu
lation of large projects/schemes involving reserve 
forests, right from the beginning, so that adequate 
measures not only to comp~nsate but also to improve 
forest resources can be built into them, ab initio. 

5. RECOMMENDATIONS 

15.5.01 In view of a large number of cases referred 
under Section 2 of the Forest (Conservation) Act, 
1980 having been 'closed' there is need for reviewing 
them to identify the reasons. A senior officer of the 
Ministry of Environment, Forests and Wildlife should 
examine all such cases which have heen disposed oft· 
as 'closed', identify the reasons and inform the States. 
Cases which are required to be followed by the States 
should be reopened and decided on their merits after 
discussion with the representatives of the concerned 
State Governments. 

(Para 15.4.09) 

15_.5.02 Powers should be delegated to the siates 
to divert, to a small extent, say not exceeding 5 hec
tares, of reserved forest lands, which are urgently re
quired for specific public purposes. 

(Para 1 5.4.14) 

15.5.03 Conservation and improvement of foresl 
resources is of utmost importance to the nation. 
A concerted action by both the Union and the States 
is imperative. At the same time, it is necessary to en
sure. that deve_lopment efforts are not hampered. 
A bi-annual review of pending cases should be carried 
out in consultation with each State Government con
cerned. This occasion should also be utilised for revi
ewing the sanctions by virtue of powers recommend
ed by us, to be delegated to them. 

(Paras 15.4.15 and 15.4.16) 

. 15.5.04 In the case of large projects involving sig
mfi~nt. ext:nt of submersion of reserved forests or 
their diversiOn to non-forest uses, clearance under 
Sect~n of the 2 Forest (Conservation) Act, 1980 should 
be ~ven as far as possible simultaneously with the 
proJect cle~rance by the Union Government. Agencies 
of the Umo~ ~overn':"ent may be associated, right 
~rom the begmmng, With the formulation of the pro
Ject so that adequate measures not only to compen
sate for. the loss of reserved forests but also to improve 
forest resoures, can be built into them ab initio. 

(Paras 15.4.17 to 15.4.19) 



ANNEXURE XV-I 

THE FOREST (CONSERVATION) ACT, 1980 

No. 69 OF 1980 

(27th December, 1980) 

An Act to provide for the conservation of forests and for 
matters connected therewith or ancillary or incidental thereto. 

BE it enacted by Parliament in the Thirty-first Year of the 
Republic of India as follows : 

I. Short title, extent and commencement.-(!) This Act 
may be called the Forest (Conservation) Act 1980. 

(2) It extends to the whole of India except the State of 
Jammu and Kashmir. 

(3) It shall be deemed to have come into force on the 25th 
day of October, 1980. 

2. Restriction on the dereservation of forest for non-forest 
purpose.·-Notwithstanding anythi~g contained in any other 
Jaw for the time being in force in a S'ate, no State 
(J( vernment or nher authority shall make. except with 
the prior approval tf the Central Gcvernment, any crder 
directing-

(i) that any reserved forest (within the meaning of the 
expression "reserved forest" in any law for the time being in 
force in that State) or any portion thereof, shall cease to be 
reserved; 

(ii) that any forest land or any portion thereof may be 
used for any non-forest purpose. 

Explanation-For the purposes of this section "non-forest 
purpose" means breaking up or clearing of any forest land or 
portion thereof for any purpose other than reatforestation. 

3. Constitution of Advisory Committee.-The Central Gov
ernment may constitute a committee consisting of sucil number 
of persons as it may deem fit to advise that Government with 
regard to-

(i) the grant of approval under Section 2; and 

(ii) any other matter connected with the conservation of 
forests which may be referred to it by the Central Govern
ment. 

4. Power to make rules.-(1) The Central Government may, 
by notification in the Official Gazette, make rules for carrying 
out the provisions of this Act. 

(2) Every rule made under this Act shall be laid, as soon as 
may be after it is made, before each House of Parliament, while 
it is in session, for a total period of thirty days which may be 
comprised in one session or in two or more successive sessions, 
and if, before the expiry of the session immediately following 
the session or the successive sessions aforesaid, both Houses 
agree in making any modification in the rule or both Houses 
agree that the rule should not be made, the rule shall thereafter 
have effect only in such modified form or be of no effect, as the 
case may be; so, however, that any such modification or annul
ment shall be without prejudice to the validity of anything 
previously done under that rule. 

5. (I) The Forest (Conservation) Ordinance, 1980 (17 of 
1980) is hereby repealed. 

(2) Repeal and sa\ing-Notwithstanding such repeal, 
anything done or any action taken under the provisions of 
the said Ordinance shall be deemed to have been done or taken 
under the corresponding provisions of this Act. 
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CHAPTER XVI 

FOOD AND CIVIL SUPPLIES 

1. INTRODUCTION 

16.1.01 Maintaining steady supplies of essential 
commodities like foodgrains, edible oils, sugar, kero
sene, etc. to people in all parts of the country, parti
cularly in times of scarcity and to areas difficult of 
access, calls for cooperation of a high order between 
the Union and the States in a country of the size and 
diversity of India. Availability of most of these 
commodities often falls short of demand in many 
parts of the country. Imbalances between supply 
and demand may be countrywide or regional, peren
nial or seasonal. In the food and civil supplies sec
tor, the Civl Supplies Organisations of both the Union 
and the State Governments have the joint responsibility 
to plan and execute carefully a large number of sche
mes, controls and other related activities so that unin
terrupted availability of such commodities is assured 
to members of the public. 

16.1.02 Coordination by a central authority, viz., 
the Union Government is particularly important in 
this sector. At the same time, decentralisation of 
powers and functions coupled with frequent consulta
tions between different authorities is essential when 
the activities involved and the authorities undertaking 
them are numerous as is the case in the food and 
civil supplies sector. 

16.1.03 In this context, our Questionnaire invited 
views on the following issues : 

(i) whether the present arrangements for Union
State consultation are consistent with the actual 
responsibilities of the State uovernments ; 

(ii) whether there is ~cope for improving Union 
State liaison in the areas of procurement, pri
cing, storage, movement and distribution of 
foodgrains and other essential commodities; 
and 

(iii) whether the arrangements for administering 
the Union regulatory laws, including the Es
sential Commodities Act, atfecting States' areas 
of responsibilities need to be periodically re
viewed, and, if so, what arrangements should 
be made for that purpose. 

(vide Questions 10.1 & 10.2) 

2. VIEWS OF STATE GOVERNMENTS 

16.2.01 The State Governments, in their replies, 
have _highlighted many problems arising primarily 
from over-centralisation of controls. They have 
pointed out that consultation and coordination 
between the Union and the States is inadequate. The 
Union laws, rules and orders relating to essential 
commodities require periodical review and revision 
so that operational problems and unnecessary controls 
get eliminated. Also, there is need for greater dele
gation of powers to State Governments in order to 
make their control over essential commodities more 
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meaningful. . The specific views that we have recei• 
ved from the State Governments on these important 
subjects are summarised below. 

Union-State Consultation 

16.2.02 Some State Governments have expressed 
the view that the present arrangements for Union
State consultations in regard to food and civil supplies 
are adequate and consistent with the responsibilities 
of the State Governments, while some others feel that 
there is considerable scope for improving such con
sultations. A few find the present arrangements in
adequate in relation to their responsibility for main
taining regular supplies of essential commodities. 
According to one State Government, though the 
Constitution envisages food to be a State subject, 
Union policies in regard to food have left very little 
initiative and fe_w options to the States. "As a result, 
the Government of India seems to have powers with
out responsibilities and the State Governments have 
responsibility without adequate powers". 

Review of Regulatory Laws and Orders 

16.2.03 Almost all the State Governments are of 
the view that the Essential Commodities Act and 
other related Parliamentary enactments as also 
orders made thereunder by the Union Government, 

_ should be periodically reviewed. As pointed out 
by one of them, new situations may arise requiring 
amendment of the relevant enactment or Order. 
Reviews may be carried out by an agency which need 
not be statutory. These will help remove irritants 
and bring about greater coordination and cooperation 
between the Union and the States. 

Need for Delegating Enhanced Powers to State Govern• 
ments 

16.2.04 Many of the control and regulatory orders 
made by the Union Government under the Essential 
Commodities and related Acts contain one or more 
provisions which can be operated upon by a State 
Government only with the prior approval of the Union 
Government. More than one State Government has 
suggested that such prior approval could be dispen
sed with· in the interests of due enforcement of the 
Orders. The specific areas where this can be done 
may be decided upon by the Union Government in 
consultation with the State Governments. It has 
been pointed out by some State Governments that the 
Union Government should control only important 
policy matters, minor matters being left entirely to 
State Governments to handle. Other views have 
also been expressed, viz. a State Government should 
have the power to amend control orders and intimate 
the amendments to the Union Government. Another 
view is that a State Government should have the power 
to make control Orders, without reference to the 
Union Government. 



Other suggestions 

16.2.05 We have also received from the State Go
vernments a number of specific suggestions in regard 
to control over procurement, pricing, storage, move
ment and distribution of foodgrains and other essen
tial .commodities. To avoid repetition, we shall not 
list the suggestions here. We shall examine them 
topicwise in the ensuing paras. 

16.2.06 Mention may be made here of the sugges
tion received from one of the State Governments 
that Entry 33 of the Concurrent List may be deleted 
and that Entries 26 and 27 of the State List amended 
so that trade and commerce in essential commodities 
and their production, supply and distribution fall 
within the exclusive legislauve Jurisdiction of the States. 
We shall be in a pOSition to examine this suggestion 
after we have reviewed the relevant constitutional and 
legal provisions. 

3. CONSTITUTIONAL AND LEGAL FRAMEWORK 
Historical 

16.3.01 During the Second World War, the Defence 
of India Rules (U1R) provided for governmental regu
lation of production, acquisition, storage, movement, 
distribution, etc. of articles of any description what
soever. This enabled the Government of India to 
impose controls on foodgrains, textiles and other 
commodities. Before the DIRs were due to lapse, 
the Government of India Act, 1935 was amended by 
the India (Central Government and Legislature) Act, 
1946 so as to empower temporarily the Federal 
Legislature to legislate in regard to trade and commerce 
in certain commodities as also production, supply 
and distribution, of those commodities. 

16.3.02 In the exercise of the legislative power 
so conferred, the Government of India enacted the 
Essential Supplies (Temporary Powers) Act, 1946 so 
as to continue the controls imposed by the Defence 
of India Rules. An attempt was made at decontrol 
in 1947 but was given up the next year because of an 
alarmin'g rise in prices and deterioration in the eco
nomic situation. 

16.3.03 Annexure XVI.l tabulates the successive 
changes that have taken place in the list of essential 
commodities in respect of wh1ch trade and commerce 
as well as production, supply and distribution were 
made matters of concurrent legislative jurisdiction, 
initially of the Centre and the Provinces, and, later, 
of the Union and the States. 

16.3.04 Following broadly the provisions of the 
Government of India Act, 1935 as temporarily amend
ed (vide para 16.3.01 above), the framers of the Consti
tution provided that trade. and commerce m, and 
production, supply and d1stnbut10n of, _Important 
commodities should be a Concurrent subject. Th1s 
arrangement was to be in force for a period of five 
years for certain commod1t1es and mdefimtely for 
others. 

16.3.05 The Constitution as it finally emerged 
contained the following provisions : 

(i) Article 369 provided that trade_ and commerce 
within a State in, and productwn, supply and 
distribution of, cotton and woollen textiles, 
raw cotton (including ginned and unginned 
cotton), cotton seed, paper (including newsprit), 
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foodstuffs (including edible; oil-seeds and oil), 
cattle fodder (includmg oilcakes and ~o~er con
centrates), coal (including. coke and denvat1ves 
of coal), iron, steel and IDJca, should be deemed 
to be matters enumerated in the Concurrent 
List for a period of five years from the comm
encement of the Constitution. 

(ii) Entry 33 of List Ill covered trade, commerce, 
production, etc. relating to products of any 
mdustry where the control of such industry 
by the Union is declared by Parliament by 
law to be expedient m the public mterest. 

16.3.06 The provisions of Article 369, enabled the 
Essential Supplies (Temporary Powers) Act, 1946 
to be kept in Ioree for a period of five years from the 
commencement of the Constitution, i.e. till 26th 
January, 1955. ln the meantime, some of the items 
included in Article 369, viz., cotton and woollen 
textiles, paper, coal, 1ron, steel and mica, were 
included in Schedule I of the Industries (Develop
ment and Regulation) Act, 1951. As a result, trade, 
commerce, production, etc. relating to these items 
came within the purview of Entry 33 of List Ill. As 
public interest required that the remaining commodities 
mentioned in Article 369 should also come within 
the purview of this Entry, the Entry was amended 
by the Constitution (Third Amendment) Act, 1954 
which came into effect on 22nd February, 1955. 

16.3.07 Entry 33, as amended, reads as follows : 

"Trade and commerce in, and the production, 
supply and distribution of-
(a) the products of any industry where the control 

of such industry by the Union is declared by 
Parliament by law to be expedient in the public 
interest, and imported goods of the same kind 
as such products ; 

(b) foodstuffs, including edible oil seeds and oils; 
(c) cattle fodder, including oil cakes 'and other 

concentrates; 
(d) raw cotton, whether ginned or unginned, and 

cotton seed; and 
(e) raw jute." 

16.3.08 The above Entry brought together the pro
ducts/commodities mentioned in Article 369 and the 
unamended Entry 33. It also included the additional 
items which have been underlined. The reasons for 
the additions were as follows. To -make control 
over the products of industries in India effective, it 
was necessary to include imported goods of the same 
kmd. Raw JUte was added because of the importance 
of jute goods as items of export. . 

16.3.09 To enable essential commodities to be 
regulated after 26th January, 1955 till such time as a 
new legislation under Entry 33 of List Ill was enacted, 
the_ Umon Government promulgated an Ordinance 
which prov1ded, firstly, for the regulation of trade 
and . commerce in, and the productiOn, supply and 
d1stnbut10n of, commodities which came Within the 
scope of the unamended Entry 33 of List III and se
condly, for the regulation of inter-State trade and 
commerce in wheat, raw· cotton and sugar-cane. 
Certam State Governments promulgated o rdinance 
or took ~ther legal action open to them for continuing 
controls m respect of such commodities as could not 
be included in the Union Government's Ordinance. 



The latter Ordinance was followed by the Essential 
Commodities Act of 1955 which came into force on 
1st April, 1955. 

Essential Commodities Act: Important Features 

16.3.10 The Essential Commodities Act, 1955 
(ECA) empowers the Union Government to control, 
in the interests of the general public, the production, 
supply and distribution of, and trade and 
commerce in, commodities declared by or under the 
Act as "essential". The objective of such control is to 
maintain or increase supplies of an essential commo
dity, to secure the equitable distribution and availa
bility of essential commodities at fair prices or to 
secure their supply for the defence of the country or 
the efficient conduct of military operations. The 
term "control" means not only regulating but also 
prohibiting the production, supply, etc. of such com
modities. [vide Section 3(1) and preamble of the Act]. 

16.3.11 The commodities mentioned in clauses (b) 
to (e) and seven commodities falling under clause (a) 
of Entry 33 of List III (vide para 16.3.07 above) find 
specific mention in Section 2(a) of the ECA as essen
tial commodities. Further, the Union Government 
is empowered to declare, under Section 2(a)(xi), any 
other commodity falling under clause (a) of Entry 33 
as an essential commodity. 56 such commodities 
have been so notified. 

16.3.12 The ECA lists the measures which the Union 
Government, through orders, may prescribe for 
purposes of control, e.g. regulation of production or 
manufacture through licences, permits or otherwise, 
control of purchase or sale prices; prescribing stock 
levels, entry, search or examination of premises and 
vehicles; seizure of stocks; and so on [Section 3(2)]. 
The list, though comprehensive, is meant to be only 
illustrative. 

16.3.13 The ECA provides for, inter alia, matters 
like confiscation of an essential commodity seized 
in pursuance of the Act (Sections 6A to 6E), penalty 
to be imposed for offences under the Act (Section 7) 
and summary trial where such trial is considered nece
ssary (Section 12A). Offences punishable under the 
Act are cognizable (Section lOA). When a person 
is prosecuted for contravening an order issued under 
Section 3, the burden of proof that there has been 
no contravention is on the person accused (Section 
14). The Act has been amended from time to time 
to make its penal provisions more stringent, to ensure 
quicker and more effective trials of offences and to 
meet situations arising out of court rulings striking 
down particular orders made under the Act. 

16.3.14 States have also enacted various legislations 
under Entry 33 of List III to suit local conditions, 
obtaining, where necessary, President's assent vide 
Article 254(2)1• 

Scheme of Delegation 

16.3.15 The ECA empowers the Union Government 
to direct that the power to make on Order _under 
Section 3, in relation to such matters and subJect to 
such conditions as may be specified in the Order, 
shall be exercised also by (a) an officer/authority 
subordinate to the Union Government or (b) a State 

1 • Chapter V : "Reservation of Bills by Governors for Pre
sident's consideration"; Para S.S.02, 
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Government or officer/authority subordin~te to that 
Government (Section 5). Annexure XVI.2 to this 
Chapter indicates briefly the powers so delegated to 
State Governments. It will be seen that, in the case 
of foodstuffs, a State Government has to obtain the 
prior concurrence of the Union Government before it 
can make an Order in matters like regulating pro
duction or manufacture by licence, permit or other
wise, controlling purchase or sale price, requiring 
that the whole or a specified portion of the quantity 
produced or stored should be sold to the Union 
Government or to the State Government, etc. In 
regard to the remaining matters, the State Government 
·is empowered to make Orders, subject to the directions 
of the Union Government on the subject. It may be 
noted that any delegation of power by the Union 
Government under Section 5 is concurrent with the 
responsibility under Section 3 which still remains 
with the Union Government. 

16.3.16 The ECA provides another device for dele
gating powers. An Order made under Section 3 of 
the ECA may confer powers and impose duties upon 
the Union Government or a State Government or an 
officer/authority under either of them. The Order may 
also contain directions as to how the powers are to be 
exercised and the duties to be discharged (Section 4). 
This provision of the Act. has enabled the Union 
Government to make Control Orders on a variety of 
commodities. Where it is intended that the State 
Governments should carry out specified functions, 
the Order either confers powers and imposes duties 
on State Governments or officers/authorities under 
them or provides that the Union or a State Govern
ment or a specified authority may confer powers and 
impose duties on subordinate officers. For example, 
under the Household Electrical Appliances (Quality 
Control) Order, 1981, an officer of the rank of Director 
of Industries or Director of Civil Supplies or an offi
cer of equivalent rank appointed by the State Govern
ment is the Appropriate Authority. Under the Cold 
Storage Order, 1980, the term "licensing officer" 
signified the Agricultural Marketing Adviser to the 
Government of T ndia and such officer of specified 
rank under the Union or a State Government as may 
be empowered by the Adviser to exercise/discharge all 
or any of his powers/ functions. It may be noted that, 
under both Sections 4 and 5, a particular power{ 
duty may be conferred/imposed either on a State 
Government or an officer/authority under it but not on 
both. To give an example, under the Paraffin Wax 
(Supply, Distribution and Price Fixation) Order, 
1972, a State Government has been empowered to fix 
the declared price of paraffin wax within the State. 
However, the "competent authority" for a purpose 
like issue of an allotment order, grant of licence, etc. 
is the person/authority authorised by the State Govern
ment for that purpose. 

16.3.17 There is yet another pattern of delegation 
of powers in the ECA. Certain Sections of the Act 
straightway empower either a State Government or an 
officer under it to exercise/perform certain powers/ 
functions. For instance, if an offender is to be tried 
summarily, the State Government may specially em
power a Judicial Magistrate of the First Class to try 
the case [Section 12A(2)]. Under Section 6A, in 
certain circumstances, a Collector or an Additional 
Collector or an officer authorised by the Collector may 
order confiscation of an essential commodity that has 
been seized. 



16.3.18 Two features are discernible from a study 
of the Control Orders made by the Union Government 
undrr Section 3 of the ECA. While the Union 
Government may retain with itself one or more powers 
in n~gard to regulating production of an essential 
commodity, fixing its price, laying down ~tack levels, 
etc. the powers and duties in regard to enforcement, 
e.g. •~ntry, search. seizure. examination, inspection of 
documents, etc. are. as a rule, delegated to State 
Governments or their authorities. First. this arrange
ment is in consonance with the Constitution. The 
executive power of the State extends to the matter 
specified in Entry 33 of List III, but is subject to, and 
limited by, the executive power expressly conferred 
by or under the ECA upon the Union or its authority 
or on the State or its authority. Second, the powers 
and functions of the Union Government and a State 
Government are complementary and the scheme of 
division between them assumes that the two levels of 
government will act in concert and with common 
obje_ctives. 

4. NEED FOR ENTRY 33 OF CONCURRENT LIST 

16.4.01 In para 16.2.06 above, we mentioned the 
suggestion of one of the State Governments that Entry 
33 of List III should be deleted and Entries 26 and 27 
of List HI amended so that trade and commerce in 
essential commodities and thei-r production, Supply 
and distribution become matters of exclusive legis
lative jurisdiction of the States. The State Govern
ment's argument. in so far as it can be discerned from 
its reply to our Questionnaire, is that there is exces
sive control of the Union Government in the matters 
relating to food, which is a State subject. This inhi
bits a State Government from taking prompt measures 
in regard to procurement, etc. of essential commodities. 

. 16.4.02 At the same time, the State Government 
bas emphasised that the Union Government bas a 
very important role as it maintains a central pool for 
foodgrains to help deficit States and that it may 
confine itself to major policies, inter-State transactions, 
imports, etc. In the case of roller flour mills, the Ji. 
censing power should be with the State Government 
but subject to general guidelines from the. Union 
Government. · 

16.4.03 It is apparent that the State Government 
has overlooked the fact that the policy-making and 
overseeing role proposed by it for the Union Govern
ment is underpinned by Entry 33 of the Concurrent 
List. The proposal thus seems to be inconsistent 
with the suggestion that the Entry should be deleted. 

16.4.04 Entry 33 of the Concurrent List provides 
the Union Government a means of ensuring that 
unreasonable restrictions on trade, commerce or 
intercourse are not imposed and the commercial unity 
of the nation is not thereby endangered•. Further, 
the Entry enables executive . responsibility for the 
matters specified by it, to be entrusted to the State 
Governments, subject to specific powers and functions 
of overall management and control being· vested in· the 
Union Government by Parliamentary legislation. 
The Entry will thus be seen as essential for the efficient 
management of e>sential'commodities, the"production 
supply and distribution of which have all along pro
blems of national dimension. We are, therefore, 
unable to support the suggestion "that the Entry should 

1
. Olapter ll "Legislative Relations" : Para 2.40.06. 
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be deleted from the Concurrent List. Here we should 
like to draw attention to paras 2.22.06 to 2.22.11 of 
Chapter II "Legislative Relations" where we have come 
to the same conclusion. 

5. UNION-STATE CONSULTATION 

Suggestions of State Governments 

16.5.01 State Governments have made the following 
specific suggestions for improving Union-State con
sultation : 

(i) The Union Government should consult State 
Governments before formulating policies re
garding · pricing, storage, movement and dis-1 
tribution of foodgrains rand other essential y 
commodities. It should avoid unilateral direc- • 
ctives unless these are absolutely~necessary inJ 
the national interest. 

(ii) Two standing committees of officials should 
be set up, one for taking a composite view of 
matters relating to procurement and distribution 
of foodgrains and another for other essential 
commodities. Ad hoc consultations which take 
place now do not serve much purpose. 

(iii) An Inter-State Advisory Body should he set 
up to discuss and advise Union and State 
agencies dealing with food and civil supplies. 

(iv) An Advisory Committee on Food Management, 
with the Union Minister of Food and Civil 
Supplies as Chairman and the concerned State 
Ministers as members, may be set up for re
viewing food management policies and insti-
tutions. ~ · 

(v) There should be a high-level 'consultative 
fotum where the Union and the States can 
arrive:at a consensus on the annual food policy . 

(vi) The National Development Council should 
discuss in the month of August/September 
every year the national food situation and arrive 
at an understanding on the policies to be fol· 
lowed during the next twelve months. 

(vii) The Inter-State Council should perscribe gene
ral guidelines for coordinated activities, while 
details of operational measures should be wor
ked out by the Union in consultation with the 
States. The Council should also lay down 
a framework for price regulation to be followed 
by State Governments. 

(viii) A Trade Advisory Council or a Board of 
Trade should be set up, which may include 
representatives of all State Governments, 
producers, traders and consumers. Besides 
considering matters relating to trade and 
commerce, the Board/Council may examine 
questions relating to enforcement of the Essen
tial Commodities Act and other related enact
ments, as also questions of taxation, cesses, 
duties, octroi, etc. 

Need for Union-State Consultations 

16.5.02 Effective implementation of policies in the 
areas of food and civil supplies requires the setting 
up and maintenance of appropriate infrastructural 
facilities"' like food storage godowns, larger number 
of outlets in urhan"and rural areas for the sale of food
grains and other essential consumer items, strength
ening public distribution systems in the States (e.g. 



by providing vans for mobile fair price shops), streng
thening State Civil Supplies Corporations (e.g. through 
loans for the construction of godowns), and so on. 
These, in tum, call for integrated planning by the Union 
and the States and formulation of time-bound 
programmes and schemes. These, it will be observed, 
are activities relatable to Entry 20 "Economic and 
social planning" in List III. 

16.5.03 It has also been noticed in para 16.4.04 
above that efficient management of essential com
modities by the Union and the States is made possible 
by Entry 33 of List III. As explained in Chapter II 
on "Legislative Relations"8, Entry 34 "Price Control" 
in List III enables the Union and the State Govern
ments to curb blackmarketing and other evil trade 
practices in scarce essential commodities and to secure 
their equitable distribution at fair prices. These 
functions can best be performed through concerted 
and coordinated action by the Union and the States. 

16.5.04 The verv fact that the three Entries referred 
to above, viz. 20. 33 and 34, are matters of concurrent 
jurisdiction, postulates that the system of procurement, 
storar.e, distribution, etc. 0f foodgrains and other 
essential commodities has to be worked in cooperation 
by the Union and the States. Periodic and regular 
consultation between them will be seen to be crucial 
for the success of their joint efforts. In this context, 
it is necessary to examine the existing arrangements 
for consultation between the Union and the States in 
the areas of food and civil supplies and whether these 
require further strengthening. 

Existing Arrangements for Consultation 

16.5.05 There is an Advisory Council on Public 
Distribution System with the Union Food & Civil 
Supplies Minister as Chairman and the following 
as members : 

(i) Food and Civil Supplies Ministers of all 
States and Union Territories ; 

(ii) representatives of concerned Union Minis
triesiDepartments, · viz., Food, Civil Supplies, 
Agriculture & Cooperation, Petroleum, Rural 
Development, Textiles, Coal, Industrial De
velopment, Health, Banking, Planning Com
mission and Railwav Board and represen
tatives of concerned Union agencies like FCI, 
STC, NCCF, NAFED, NCDC, etc., and 

(iii) two Members of Parliament, one each from 
the Lok Sabha- and the Rajy". Sabha. 

The Council was set up by the Department of 
Civil Supplies in \9R2 and meets once in six months 
to reveiw th, workin~ of the PDS. The Council 
provides a usl'ful forum for discus5ion between the 
Union and the Sate Governments. Follow-up action 
is taken on the decisions 0f the Council and progress 
reported to it. 

Proposed Arran~cments for Consultation 

16.5.06 At present, ther" is no committee or Council 
for periodic consultations between the Union and the 
State Governments on various aspects of foodr.rains 
management like nrocurement, support and issue 
prices. b"ilding nf buffer stock, etc. 'We recommend 
that the Advisory Council on PDS may undertake a 

3. Para 2.22.14. 
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periodical review of foodgrains management aspects 
also. For that purpose, it may be re-named as 
the Advisory Council on Foodgrains Management 
and Public Disrtibution. 

16.5.07 In the field of foodgrains management 
the Council may discuss and arrive at a consensu~ 
on matters like 

long-range policy on each major aspect of 
foodgrains management; and 
steps to be taken by the various Governments 
to implement the above policies. 

For the above purpose and also for examining major 
problems of food management and civil supplies 
operations, as and when they arise, the Council may 
set up special Task Forces consisting of official and, 
where necessary, also non-official experts. While 
setting up a Task Force for examining problems which 
concern particular States, the Council should consult 
those State Governments including their official 
agencies. 

6. PERIODTCA L REVIEW OF ECA AND RELA
TED ENACTMENTS 

16.6.01 As mentioned in para 16.2.03 above, State 
Governments are unanimous in their suggestion 
that the ECA and other related Acts and Orders 
should be periodically reviewed. Some State Govem
ments have suggested a quarterly review while, 
according to some others, a review should be under-

. taken once in five years by a national committee 
with representatives of the Union and the State 
Governments. One of the State Governments feels 
that a Committee of officials drawn from the Union 
Government and a few State Governments and a 
few experts should carry out a review within six 
months. Thereafter, a Standing Committee ihould 
meet once in six months to consider emergent needs 
and situati0ns. One ·other suggesticn is that an 
J nter-State Advisory Body may be set up to 
advise Union and State agencies dealing with food 
and civil supplies. This body mav also periodically 
review the enforcement and administration of Acts 
like the Essential Commodities Act and other related 
Union Acts. 

16.6.02 Some of the important Union laws re-
lated to the ECA are : First, the Essential Commo
dities (Special Provisions) Act, 198\ which makes 
certain special proviosins (e.g. setting up special 
courts) for dealing more effectively with persons 
indulging in hoarding, blrck-marketing and profi
teerinrr in essential commoclities. (This Act will 
be in force till August 31. 1992). Another Union Law 
l'iz., the Prevention of Blackmarketing and Main

'tenance of Supplies of Essential Commodities Act, 
1980 provides for detention of persons in certain 
cases fM the purpose of prevention of block-market
ing and maintenance of supplies of essential 
commodities. These two enactments together with 
the ECA provide the legal cover to State Govern
ments and their officers enabling them to enforce the 
ECA and the various Orders issued thereunder. 

16.6.03 There are also other related Union Laws 
like the Rice Milling Industry (Regulation) Act, 
1958, and the Warehousing Corporation Act, 1962, 
•vhich the State Governments have to enforce within 
their respective jurisdictions. 



16.6.04 We recommend that there should be an 
indepth review of the working of the ECA and other 
regulatory Parliamentary enactments in the field of 
food and Civil supplies and that a high level committee 
should be set up for the purpe>Se. Besides simpli
fying the laws in question and the Orders made 
thereunder, the review shold aim at identifying the 
areas where a State Government could be given 
greater freedom of action, so that they would not 
have to seek the prior approval of the Union Govern
ment in every minor case. 

16.6.05 Apart from simplifying the Orders, de
tecting obsolete ones and providing for greater 
delegation of powers and functions to State Govern
ments and their officers'authorities, the review should 
enable the Union Government to bring out a single, 
self-contained and uptodate Order on each essential 
commodity or a group of them. These reviews may 
be undertaken immediately and thereafter repeated 
every 5 years. The review should also enable iden
tification of commodities which need no longer be 
classified as "essential". This, however, does not 
mean that during the interregnum between one 
quinquennial review and another, the ECA or the 
Orders issued thereunder cannot be changed even 
to meet the exigencies of an emergent situation. 
Indeed, problems of supply and demand of certain 
essential commodities, e.g. foodgrains,- often vary
from crop to crop. The position regarding them, 
has to be kept under constant study and review 
between the Union and the States. 

7. DELEGATION OF ENHANCED POWERS TO 
STATE GOVERNMENTS 

16.7.01" As mentioned in para 16.2.04 above, many 
State Governments have argued that they should be 
delegated larger powers than now under the various 
Control Orders made under the Essential Com
modities Act and related Acts. The following are 
some instances where the concerned State Govern
ments feel that the powers d~legated to them arc 
inadequate : 

(i) The Paddy (Export & J mport Control) Order 
made for a certain State under Section 3 
of the ECA, allows the export or import of 
pa<:ldy and rice only on the strength of a permit 
issued by or on behalf of the State Govern
ment. But this restriction is not applicable to 
the Food Corporation of India and certain 
others. The State Government felt th'lt, in 
order to utilise the capacity of rice mills 
in the State, the FCI should not move paddy 
out of the State. Tt proposed an amend
ment to the Control Order deleting the pro
vision which grants exemption to the FCI. 
However, the Union Government did not 
agree. 

(ii) When pulses are imported from abroad 
the dealers who receive these consignment~ 
have to be exempted from the operation of 
the ceilings on stocks of pulses as laid down 
by the Pulses, Edible Oil Seeds and Edible 
Oils (Stora~e Control) Order, 1977. such 
exemptions from the operation of the ceili~ns 
prescribed in clause 4 of the Order are giv;n 
by the Union Government on the recommen
dations of the State Government. However , 
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applications for such exemptions are many 
and it takes considerable time to get the 
approval of the Union Government in each 
case. Meanwhile, the enforcement agency of 
the State Government takes action against 
such dealers for keeping stocks in excess of 
prescribed limits. The State Government, 
therefore, proposed that a higher ceiling 
should be prescribed for such cases. How
ever, the Union Government did not agree. 

The State Government has suggested to us 
that it could have been empowered to grant 
the necessary exemptions from ceiling on 
stocks of pulses. This would have enabled the 
State Government to clear the heavy backlog 
of cases and provided relief to the harassed 
dealers. 

(iii) In the interest of effective control over 
roller flour mills and ensuring proper pro
duction and distribution of maida and sooji 
to consumers, State Governments should 
have the power to issue milling licences, subject 
to general guidelines from the Union Gov
ernment. 

(iv) At present, in enforcing an Order on procure
ment of levy rice, a State Government can 
exempt any area or any class of p~rsons from 
a particular provision of the Order, only 
with the prior concurrence of the .Union Go
vernment. As the grant of such exemptions 
is a comparatively minor matter, a State 
Government should have full power in this 
regard. 

(v) Adequate powers should be given to State 
Governments under the Petroleum Products · 
(Supply and Distribution) Order, 1972 to 
enable them to take action against those 
dealers in these-products who indulge in mal
practices. 

(vi) Bricks should be declared an essential com
modity and State Governments given ade
quate powers to exercise control over their 
production, etc. 

(vii) As kerosene is an essential commodity 
needed by the weaker sections of society for 
c<.lO.king and lighting purposes, the State 
C:lVII ~upplies Corporation and the coopera
ttves m one of the States make kerosene 
available to ration-card holders through a 
large net-work of Fair Price Shops. These 
shops obtained their supplies of kerosene 
from wholesale dealers, Wholesale dealer
ships is awarded by the Union G~vernmet 
through its oil companies. The State Govern: 
m~nt fincls tho! more wh<'lesc]e ker0 ~ene 
depots should be ~et up so as to facilitate 
retail disribution. The State Government 
h'!s, therefore, sup.:ges\ed that it should hav~ 
the power to anpoint new wholesale dealers. 
The State Civil Supplies Corporation and 
Cooperatives in the State can then be permit
ted to open additional wholesale kerosene 
depots, particularly at places where private 
dealers may not find it profitable to do so. 

16.7.02 Another instance of lack of adequate 
delegation of powers is the Fruit Products 



Order, 1955 made by the Union Government 
under Section 3 of the ECA, with a view to 
regulating manufacture, packing/marking/labelling, 
sale, etc. of fruit products. As fruit products are 
manufactured in almost all parts of the country, 
exercising control over their production, quality 
standards, marketing, etc. is a function which is 
eminently fitted for decentralisation. The Union 
Government cannot, except at enormous cost, set 
up the large numb:r of inspecting offices. laboratories 
and other establishments whtch Wtll be requtred to 
ensure that the Fruit Products Order is complied 
with in every State and Union Territory. Yet, the 
organisation of the Director, huit & Vegetable 
Preservation in the Union Department of Food. 
has taken up the task of implementing the Food 
Products Order entirely by itself. There is a Cen
tral Food Products Advisory Committee, but no 
State Government is represented on it. 

16.7.03 We have already discussed the scheme of 
delegation of powers under the ECA. Even in regard to 
matters where a State Government has been delegated 
powers without the condition that the prior concur
rence of the Central Government should be obtained, 
the powers are not untrammelled. There is a general 
condition that exercise of power,is subject to directions 
if any of the Central Government or that the Order 
made by the State Government should not be incon
sistent with any order made by the Central Govern
metn. This condition can effectively come in the way 
of a State Government exercising a delegated power. 

.• T0 take the case at (ii) in para 16.7.01 above, state 
1 

· G;>vernment may fix the stocking limits of pulses, 
edible oil seeds and edible oils by virtue of the dele
gation in regard to Clause (d) of Section 3(2) of ECA 
(vide S. No.4 of Annexure XVI.2). This power may 
be exercised by them subject, however, to directions, 
if any, of the Central Government. Accordingly, 
State Governments have to comply with the Pulses, 
Edible Oil Seeds and Edible Oils (Storage Control) 
Order, 1977 made by the Central Government, which 
does not allow State Governments to modify the sto
cking limits prescribed by the Order except with the 
previous approval of the Central Government. 

16.7.04 The examples that we have discussed above 
are only illustrative and by no means exhaustive. 
Undoubtedly, there would be many more such cases 
where delegation of enhanced powers and entrust
ment of a largernumberoffunctions to State Govern
ments is essential. It should be possible to reduce 
substantially the number of matters in regard to 
which prior concurrenceofthe Union Government is 

"{ now required. 

16.7.05 We recommend that the Union Depart
ments of Food & Civil Supplis may urgently examine, 
in consultation with the State Governments, the possi
bility of enhancing the powers delegated to them. 
It should be possible to complete this work to the 
satisfaction of the State Governments within a Period 
of 6 months or so. We further recommend that, in 
future, a Control Order may be made aft.,r consul
ting State Governments, whenever feasible, so that 
!he. practical . difficulties that they may encounter 
m unplementmg the Order can be taken into 
account. 
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8. PROCUREMENT, PRICING AND RELATED 
MATTERS 

Views of State Governments On Procurement 

16.8.01 The following suggestions have been made 
by State Governments in regard to the pr~sent system 
of procurement : 

(i) Besides the Food Corporation of India (FCI), 
a State Civil Supplies Corporation should also 
be the agency for procurement of rice in the 
State. 

(ii) Procurement within a State should be the 
exclusive responsibility of the State Govern
ment. Out of the total quantity of a foodgrain 
procured by its agencies, a State 
Government should be required to sell to the 
FCI only that quantity which is surplus to the 
requirements of the State. 

(iii) Wheat procured by State agenci~:.s is taken 
over by the Food Corporation of India (FCI) 
generally after considerable delay. Meanwhile, 
the stocks of wheat deteriorate in quality 
and, when the FCI eventually takes them over, 
it imposes heavy "quality cuts" on the price 
to be paid for them. Further, the stockes 
rejected by the FCI can be sold by the State 
Government only with the prior permission 
ofthe Union Government .. Such permission 
too gets delayed. Meanwhile, the rejected 
wheat stocks deteriorate in quality and may 
become unfit for human consumption. In 
order to prevent such heavy losses, the State 
Government should be empowered to dispose 
ofwheatstocks which are not takenoverby the 
FCI within six months of their procurement. 

(iv) The State Goveriunent should be empowered to 
fix the levy percentage, i. e. the precentage 
of the quantity of a particular foodgrain pro
duced, stocked or received, which a grower, 
miller of trader must compulsorily sell to the 
procurement agency at the price fixed by the 
Union Government. 

(v) A state Government sho.uld be permitted to 
purchase rice from another State. At present, 
this requires the prior concurrence of the 
Union Government which is given only for 
small quantities and after considerable delay. 

16.8.02 Another suggestion is that the Union 
Government should finalise procurement schemes for 
the rabiand Kharifseasons after consulting the States 
and giving due regard to the varying socio-economic, 
climatic and other conditions in different States. 
The Union Government should also prepare a long •. 
term plan for food procurement. 

Pricing 
16.8.03 In regard to pricing, one State Government 

has complained that the support price of paddy does 
not take into account the cost of production in that 
State. Another State Government has suggested that 
in fixing support prices for food grains, the cost factor 
prevalent in different regions should be given ade
quate weightage. Also, the Union Government 
should have a long-range policy for the pricing of 
(a) foodgrains and (b) manufactured goods so that 
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the price difference between the two, viz. (a) and (b), 
does not exceed a given limit. Further, support 
prices should be announced before the start of the 
agricultural season. 

16.8.04 One State Government feels that the power 
to fix procurement prices under the Essential Com
modities Act, 1955 for levy rice should be with the 
State Government and the previous approval of the 
Central Government should be dispensed with. A 
seeond State Government has suggested that it should 
be delegated the power to fix the price at which levy
free rice is to be sold to the State Civil Supplies Cor
poration. A third State Government considets that 
State Governments should be allowed to have their 
own systems of price administration. 

16.8.05 One State Government has complaintd that 
the incidental charges to be paid to a State Govern
ment for handling foodgrains for the Central pool 
are fixed by the Union Government arbitrarily without 
taking into consideration the increasing costsand~ther 
factors. It has suggested that the State Government 
should be empowered to fix these incidentals on the 
advice of a Committee to be set up by it, on which 
there should also be a representative of the Food 
Corporation of India. The incidental charlles 
to be rdmbursed should be comparable to those 
incurred by the FCL itself for similar op~rations. 
Another State Government has suggested that the inci
dental charges payable to a State Government under 
the price support scheme should be sanctioned by 
the Uaion Government well in advance. Still another 
State Government would like to be compensattd by the 
Union Government tor making available electricity 
and water at subsidised rates to farmers in the State. 

RBI Credit for Procurement 

16.8.06 For the procurement of foodgrains, a Stat~ 
Government requir.:s cash credit assistance which is 
given by the Reserve Bank of India with the approval 
of the Union Governm.:nt. The rate of interest 
c.o.argedforcash credit is at a concessioual rate. But 
if a State Government pays a price higher than th~ 
support price iixed by the Union Government as an 
incentive or bonus to producers, interest is charged 
atthenormal,i.e.commercial rate. OneStateGovern
menthasurged that,so long as a State Government 
implements the procurement policy laid down by the 
Union Government, RBI should give the necessary 
cash credit accommodation to it as matter of course 
and should not wait for the clearance by the Union 
Government. Another Government has suggested 
that funds for the procurement of food grains should 
o~ made available to the State Government in ad vance. 
Still another Government has complained that even 
if inter~State purchase o~ foodgrains is permitted by 
the Umon Government, It IS dtfficult to get authorisa
tion from the RBlfortho necessary credit. One of the 
State Governments wants the RBl to charge the nomi
nal and not the commercial rate of interest for making 
such purchases. 

16.8.07 According to one of tite State Governments 
the \Jnion Govetnment fixes support prices for coars~ 
grains and leaves it to the State Governments, to pro
cure them to the extent necessary for their public 
distribution systems. Cash credit from the Reserve 
.Bank of India for the procurement of coarse grains 

becomes available only after a State Government gets 
it coarse grain procurement programme approved by 
the Union Department of Food. The State Govern
ment has suggested tMt, has. procurement of coarse 
grains does not interfere With t.he ~alional progra
mme for procurement of foodgram~, It should be able 
to obtain the necessary cash credit for procurement 
directly from the RBI. The Union Government 
may not intervene unless such procurement adversely 
affects another State. 

Rationale of Procurement & Pricing 

16.8.08 Proclll ement takes place broadly as fol
lows. On the advice of the Commission tor Agri
cultural Costs and Prices (tormerly the Agricultural 
Prices Commission), the Union Government fixes 
the prices at which foodgrains are to be procured. 
The Commission recommends minimum support 
prices for various agricultural commodities after 
taking into account the varying factors prevalent 
in thedifferentpartsofthecountryand after consul
ting the concerned Stat.: Governments. The support 
prices so fixed both for rabi and Kharif grains, are 
announced every year before the commencement of 
each crop season. 

16.8.09 The agency for procurement in a State is 
either the FC1 or an agencyofthe State Government 
or both. Under the price support operation, the pro
curement agencies start procurement as soon as the 
prices in the market tend to fall bdow the mini
mum support prices. Stocks are purchased after 
ensuring th.;t they fulfill the quality standards pres
cribed by the Union Government. 

16.8.10 Food grains may also be procured by a levy 
on millers and traders. The levy percentages vary 
from State to State and a refixed by the Union Gov.rn
ment after consultation with the State Governments. 

16.8.11 The system of procurement for building up 
a Central Pools operates under certain restrictions. One 
set ofrestrictionsoperateson the Union Government. 
While fixing support plices and levy p.:rcentages, the 
Union Government has to take care that: 

(i) the producer gets a fair price for the food grains 
procured from him; 

(ii) the targets for procurement can be acilieved; 
(iii) after procurement, sufficient quan,idcs ate left 

with producers, millers and tiaders l(n the nor
mal market torces to operate; 

(iv) the prices of the foodgrains in the open market. 
remain at reasonable levels; and 

(v) the element of subsidy that has to be borne 
by the Union Government is the minimum 
possible. 

16.8.12 Another set of restrictions operates on 
the State Government, viz. : 

(i) A ban may have to be imposed on inter-Stal.t. 
movement of. foodgrain (e. g. paddy)inotder 
to say, maximise p10curement in that State 
or preveat profiteering or engneering atise in 
the price of that foodgrain; 

(ii) Purchase by one State Government of a food
grain available in the open market in another 
State may have to be made subject to the 



approval.of th~ Union Government in order to 
prenvent an undue r~duction in its availability 
which in turn could l.:ad to a rise in price; 

(iii) A state procurement agency should not ofii.:x 
any incentive ox bonus in addition to the sup
port price fixed by the Union Government. 
Such an incentive or bonus could push up open 
market prices and lead to higher dra wals from 
the_Centr&l Pool than those budgeted for. 

(iv) The Union Government, as it coordinates 
operations and monitors the S\skm, is the 
final authority to decide on wha• measures 
such a~ thos~, at (i) to (iii) abov~ arc to b~ intro
duced. 

16.8.13 The restrictions mentioned in the prece-
ding paras are in the nature of a discipline imposed 

~by tne country on itself, in order that foodgrains may 
._.become available at reasonable prices to tne people 
\.at large and to the vulnerable sections, in panxcular. 
:~.The end purpose is to maintain an elficient public 
distribution system which can ensure steady availa

~bility of foodgrains and other key essential items at 
reasonable pnces and also keep their prices in the 

lt.. open market in check. The needs of the people living 
in the tribal areas covered by the Integrated Tribal 
Development Projects require special attention. 
Wheat and rice have to be made available to them 
at specially subsidised prices. All these objectiws 
make it a matter of national importance that both 
the Union and the State Goveruments should con
form to the discipline of the system. 

16.8.14 It will be seen that the system of procu
rement, distribution, etc. would be subjected to serious 
distortions if State Gowroments w.:re to take unila
tllral decisions on support prices, incentivlls for pro
cun:meut, l.:vy p.:rcllntages, inter-State movement 
of foodgrain.; and purchases by one State Govern
ment in th.: ope•l market in another State or if tho 
RBI wllre to allow freely whatever cash credit assis
tance at a conoossional rate is asked for by a State 
Governm.,nt for procurement aud purchases of food
grains. We are of the view that such restrictions have 
to be imposed by the Union Government after taking 
a total view of the economic factors and the con
straints inherent in the operation of the system. But 
this is not to say that the Union Government may 
take unilateral and ad hoc decisions on such matters. 
lt is important that there should be effective Union
State consultations on all such matters. Jn particular, 
the mechanism of mutual consultation can help resolve 
the numerous problems of State Governments like 
delay on the part of FCI in taking over foodgrains 
procured by State agencies, heavy "quality cuts" 
in the price paid by the FCI for these, re-mburse
ment of only a part instead of in full the incidental 
expenses incurred by State Governments in handling 
procurement and other operations, and so on. For 
this purpose, we have recommended an Advisory 
Cou~Wil on Foodgrains Management and Public 
Distribution vide para 16.5.06 and 16.5.07 above. 

9. ALLOCATIONS OF FOODGRA/NS, EDIBLE 
OILS, ETC. 

Views of State Governments 

16.9.01 The foodgrains procured by Government 
Agencies are utilised for : 
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(i) running the Public Distribution Sy10tem 
(PDS) which functions through a network 
of fair price/ration shops; 

(ii) issue of wheat to roller flour mills for conver
sion into products; and 

(iii) building buffer stocks. 

The Union Government fixes the issue prices for the 
foodgrains allocated to the State Governments for 
the purposes mentioned at (i) and (ii) above. 

16.9.02 Many State Goverrunents have observed 
that the allocations are insufficient to meet the demands 
of the PDS. One of them has suggested that the allot
ment should meet the entire reqUirement of the PDS. 
Another State Government feels that the quantum 
of allotment should be related as much to the procure
ment effort of the State Government as to the quantity 
required by its PDS. One State Government is of the 
view that a State which produces cash crops and earns 
foreign exchange should not be allowed to suffer in 
the matter of foodgrain supplies. 

16.9.03 Another State Government considers that 
allocations of foodgrains and edible oil by the Union 
Government are made on an ad hoc Oasis, although 
factors like availability in the Central Pool, produc
tion in the various States, special requirements aris
ing out of drought and other natural calamities, etc. 
are taken into account. The State Government has 
suggested that the allocations should be decided on 
an accepted formula which should take into account 
a State's population, deficit supply on trade account, 
etc. After the commencement of a marketing season 
for a particular commodity, the Union Govermnent 
should d@cide the allocations after d1scussxon w1th 
the State Governments. In the case of edible oil, an 
import programme shol!ld be drawn up and its 
availability made known m advance to the States. 

'16.9.04 One State Government has suggested that 
it should be permitted to draw the rice required ~or 
its public distribution system from the quantities 
delivered to the Food Corporation of India as levy 
by miller.; and that no ceiling should be imposed on 
these drawal:;. The State Government has justified 
this measure on the ground that the present alloca
tions of rice received from the Union Govermnent 
are not sufficient to meet 111.: demands of the public 
distribution system, the State . Government having 
committed itself to supplymg nee to the vulnerable 
sections of its people at a price lower than the issue 
price fixed by the Union Government. Another 
State Government similarly finds that it is unable to 
obtain adequate quantities of essential coml?odities 
like edible oil etc. for supply through Fatr Pnce 
Shops, as the' allocations from the .U!lion Gov~rn
ment are inadequate. Consequently, 1t IS not !,'Ossxb1e 
to control the prices of these commodities, particularly 
edible oils. To keep prices under check, the State 
Government has suggested that "a subsidised con
trol of prices should be introduced". The . State 
Government considers tlus measure as essential for 
the continuance of the several schemes (e.g. a noon
meal programme for children and aged pensioners) 
undertaken by it in the fields of education and wel
fare of the aged and the under-privileged. Another 
State Government has proposed that, i~ a. State 
Government requires for consumpt1<~n wxthin the 
State, the entire quantity of a foodgram procured by 



its agencies, it should be allowed to retain it and meat 
the additional requirements of the State by purchases 
from the FCI at the prescribed issue price. 

Rationale of Present System 

16.9.05 Foodgrains are allocated to a State pri
marily for distribution through the PDS to the people, 
particularly the weaker sections, on the basis of a 
prescribed quota per person or per family. Any 
quantities of foodgrains or other essential commo
dities required by any person in addition to the quota 
admissible have to be purchased by him in the open 
market. The basic premise is that the PDS is not inten
ded to meet the entire requirements of foodgrains 
of a State. 

16.9.06 The monthly allocation of a .foodgrain 
to a State from the Central Pool takes into account : 

(i) the off-take in the preceding month; 
(ii) overall availability of stocks in the Central 

Pool; 
(iii) the demand placed by the State Government; 
(iv) relative needs of the various States; and 
(v) availability of the foodgrains and its price in 

the local market. 

16.9.07 Another feature is that the issue pri.;e 
fixed by the Union Government involves a large ele
ment of subsidy. That is to say, the issue rate is much 
less than the economic cost of the foodgrains pro
cured by the FCl for the Central Pool. The difference 
between the two is re-imbursed to the FCI as sub
sidy, (For 1984-85, the subsidy for wheat worked 
out to Rs. 63.46 per quintal while its issue price was 
Rs. 172 per quinta!). 

16.9.08 It will be evident that, when national 
availability of a particular foodgraia is limited, a 
State Government would not be justified in demand
ing higher allocations than others on such extraneous 
grounds as its procurement effort or earnings of 
foreign exchange. There has to be an equitable shar-~ 
ing of national shortages. To meet demands in 
excess of the quantities received as allocations, a State 
Government should explore the possibility of increa
sing the quantities available in the open market, or 
persuading the people of the State to consume other 
foodstuffs more easily available. In any case, the State 
Government should ensure, through effective enforce
meat, that the foodgrain received for the PDS does 
not find its way into the open market and that the total 
demand placed on the Union Government is not 
inflated. 

16.9.09 As a matter of fact, the demands sent 
every month by State Governments for allocation 
of foodgrains are not properly worked out and not do 
reflect the actual demands. The Union Government 
has identified the problem as one of inefficient com
modity planning by the State Governments. It has 
been advising them to have a monthly working plan 
prepared at the apex level by the State Civil Supplies 
Corporation or the State Consumers Federation, as 
far as practicable on the basis of the monthly plans 
prepared at the districtjTaluka block levels. 

16.9.10 The State Governments can estimate the 
demands of the Public Distribution System with some 
accuracy only if they have an effective system of moni-
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toring and planning. Similarly, the Union Govern
ment can dispel any impression that allocations are 
decided on an ad hoc basis only if the relative weight
ages to be given to different factors such as those .1 
enumerated in para 16.9.06, are determined in ad-.i 
vance and made known to all the State Governments. 

Improvement of Monitoring System and Planning 
Methodology necessary. 

16.9.11 We recommend that the Advisory Coun
cil on Food Management and Public Distribution 
recommended in para 16.5.06 above may set up a 
Task Force for evolving (a) for the use of the States, 
a prototype of a monitoring system and a methodo
logy for monthly planning and (b) for the use of the 
Union, a scientific system of planning and allocation. 
Both the minitoring system and planning methodo
logy should be simple and capable of being under
stood and worked by the functionaries concerned. 

Need for understanding between Union and States 
on Allocation for Certain Special Schemes. 

16.9.12 We also recommend that special schemes 
which have been undertaken or are proposed to be 
undertaken by State Governments to make certain 
essential commodities available to the weaker sections 
of society at prices lower than for others, should 
broadly conform to the national policies laid down 
by the Union Government for the alleviation of 
poverty and the welfare and development of the weaker 
sections_. There should be an understanding between 
the Umon and the State Governments in regard to 
the specific schemes for these purposes and the special 
allocatiOns of foodgrams, etc. to be made available 
to the concerned State Governments. 

10. ROLE OF THE FOOD CORPORATION OF 
INDIA. 

16.10.01 In the earlier paras, we have discussed 
certain suggestions which are based on the premises 
that procurement and supply of food within a State 
should be the exclusive responsibility of that State 
Government. A State Government need sell to the 
FCI only such quantities of the foodgrains procured 
as are surplus to the State's own requirements (para 
16.8.01). If additional quantities are needed, these 
should be purchased from the FCI {para 16.9.04). 
The FCI should promptly take over surplus stocks 
of s.t.ate agencies and appiy only ~easonable "quality 
cuts , where necessary, m the pnces to be paid for 
them. (para 16.8.0 I). State agencies should be -re
imbursed incidental charges on the same scale · as 
those incurred by the FCI itself for similar operations 
(para 16.8.05). Fmally, State agencies should be 
~llowed reasonable credit requirements by the bank
mg system (para 16.8.06). Our conclusions in regard 
to these suggestions may be seen at paras 16.8.14 
and 16.9.08 ante. 

16.10.02 The particular State Government which 
has made t~e a?ove s~ggestions, views them as part 
?fa reorgarusatwn of food management operations" 
m or~er that. State Governments might be more fully 
associated With the operations then now. The State 
Government has further suggested that the Food 
C:or~oration of India shouid be made the apex orga
msatwn of_ the food management structure and 
entrusted With the following functions :-

(i) procu~ement of foodgrains through State 
agencies; 



(ii) supply of essential commodities to State 
Governments for distribution through their 
public distribution system; 

(iii) import and export of food; 

(iv) maintenance and operation of buffer stocks 
of food; and 

(v) consultation with State agencies for improv
ing food management operations. 

A Parliamentary Act should provide the legal 
framework for the above system. 

16.10.03 It would appear that, under the proposed 
system, the State Government would determine, 
from time to time, what quantities would have to be 
procured for consumption within the State, and what 
would be the surplus to be made available to the 
FCI, or, alternatively, what additional quantities 
would have to be obtained from the FCI. This would 
make the FCI entirely dependent on the State Govern
ments for its stocks of foodgrains. It is doubtful 
whether the FCI would at all be able to carry out the 
various functions that it would be responsible for as 
the apex body under the new system. Also, it appears 
to have been tacitly assumed that, if adequate quanti
ties of a foodgrain are not made available by the 
State Governments, the FCI would resort to imports. 
Clearly, this is not a practicable proposition. We 
are, therefore, of the view that the reorganisation 
proposed by the State Government will be unworkable. 

II. PUBLIC DISTRIBUTION SYSTE!'.f 

Absence of suggestions from State Governments 

16.11.0 l None of the State Governments who 
have replied to our questionnaire has made any signi
ficant observation or suggestion in regard to the 
working of the Public Distribution System in its State, 
except to say, as some have done, that they should 
have all the powers to operate the system and impose 
such restrictions and controls as they deem essential. 
Apparently, according to them, efficient running of 
the PDS is entirely the concern of a State Government 
and there are no Union-State aspects. However, 
we find that the Union Government has been repeatedly 
bringing certain problems relating to the working 
of the PDS to the-notice-of State Governments. 
These are discussed below. 

Working of the PDS 

16.11.02 As mentioned earlier, the main purpose 
of the Public Distribution System is to ensure a 
steady suoply of essential commodities to people at 
reasonable prices, particularly to the weaker sections 
of the community. An efficient distribution system 
also enahles prices to be kept undP.r check. Achieve
ment of these objectives is as much the concern of 
the Union Government as it-is of the State Govern
ments. An evaluation study of the Essential Supplies 
Programme bv the Programme Evaluation Organisa
tion of the Planning Commission (February 1985) 
showed that irregular supply and poor quality of the 
commodities handled were the main reasons why 
people did not make use of fair price and ration shops. 
Only a small percentage of the shops covered by the 
study could supply all the commojities that they were 
supposed to sell. 
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16.11.03 For the past many years, the Union 
Government has been giving instructions and advice 
to State Governments on the various aspects of the 
working of the PDS. Some of the more important 
ones are : 

(i) Fair price shops, if they are to sell only the 
seven key essential items (viz., wheat, rice, 
sugar, imported edible oil, kersone, soft 
coke and controlled cloth), would not be 
able to make any profit. To make them 
viable, they should be helped to stock and 
sell as many other items of mass consump
tion as possible at reasonable prices. The 
Union Government has arranged with manu
factures of consumer items of mass consump
tion to supply their products at wholesale 
rates for being sold through the PDS. 

(ii) Bank credit to Fair Price Shops has been 
brought under the priority sector and advances 
to them carry concessional"rates of interest. 
State Governments could have district plans 
drawn up for those shops in coordination 
with lead banks and other banks. 

(iii) There is a Plan scheme in the Central sector 
for providing financial assistance to primary 
agricultural cooperative societies to enable 
them to undertake effective distribution 
activities in rural areas. Also, the National 
Cooperative Consumers Federation of India 
is equipped to provide expert management 
services to consumer cooperatives. The State 
Governments have been urged to take advan
tage of these schemes and services. 

(iv) There should be a Fair Price Shop for every 
village or group of villages with a population 
of 2,000 or more. Mobile fair price shops 
should be opened for servicing far-flung 
areas. 

(v) The margin between the issue price fixed by 
the Union Government and the corrcs ponding 
retail price fixed by the State Government 
should be the minimum. State Governments 
should not add any overheads like sales-tax 
to the issue price which would defeat the 
basic idea of the PDS. The heavy subsidy 
that is built into the issue price is intended 
to give relief to the common consumer and 
not to provide a source for the State Govern
ments to increase their revenues. 

(vi) Advisory and Vigilance Committees should 
be se~ up at various levels in a State to enable 
representatives of consumers to participate 
in, and supervise, the working of the PDS. 

(vii) A nodal agency at the State level should 
coordinate with the various Union Govern
ment agencies concerned with the production 
and supply of essential commodities. 

(viii) At the apex level in a State, the State Civil 
Supplies Corporation or the State Consu
mers Federation should be made responsible 
for looking after the work of procurement, 
warehousing and supply of essential commo
dities under the PDS. 

(ix) State Governments should take ·.igorous 
enforcement action against unscrupulous 



traders, hoarders and other anti-social ele
ments by making use of the powers under the 
Essential Commodities Act, 1955 and the 
Prevention of Black-marketing and Mainte
nance of Supplies of Essential Commodi.ties 
Act, 1980. They should check complamts 
in regard to the PDS on points like qualit¥, 
incorrect weighment, pilferage, etc. For th1s 
purpose a regular police force should be set 
up exclusively for the PDS. 

16.11.04 We recommend that 
(i) The Union Government may get the various 

measures referred to in para 16.11.03 above, 
implemented effectively in all Union Territory 
Administrations. The working of the PDS 
in these Territories would then serve as a 
model for State Governments. 

(ii) The Department of Civil Supplies of the 
Government of India should have a well
equipped Research and Intelligence Wing. 
The Wing should systematically collect data 
about the good organisational and procedural 
innovations evolved in the various States and 
Union Territories and make these details 
available to a!! the State and UT Govern
ments. It should also provide expert advice 
to State Governments and a!)encies on the 
various aspects of the working of the PDS. 
Further, in the case of large States, the Wing 
should provide technicn.I assistance to the 
State Governments in installing compute
rised systems for processing of PDS data for 
purposes of planning, monitoring, etc. 

(iii) The Advisory Council on Food Management 
and Public Distribution recommended by 
us should commission studies on problems 
such as reduction of transportation'distribu
tion costs, subsidising transportation costs 
for hilly and far-flung areas, forecasting 
market trends, etc. for the PDS. 

12. STORAGE 

16.12.01 One of the State Governments has ob
served that the Union agencies like the Central 
Warehousing Corporation go in for additional storage 
capacity without ascertaining the actual storage re
quirements from the State Governments. Another 
State Government has pointed out that construction 
of godowns is essential in hill districts and in areas 
which remain inaccessible during certain months of 
a year. It has suggested that additional Plan funds 
should be made available to the State Governments 
for the construction of godowns at the district, tehsil 
and block ,levels in a phased manner. 

16.12.02 We recommend that the" Advisory Council 
on Food Management and Public Distribution may 
constitu•e a CommittP-e to examine the prohlems 
faced by State Gov,rnments in th., •natt"r of construc
tion and hiring of warehom~s and godowns for 
storage of foodgrains. 

13. RECOMMENI>ATTONS 

16.13.01 (i) The existing Advisory Council on 
Public Distribution System may undertake a perio
dical review of foodgralns management aspect also. 
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For that purpose, it may be renamed as the Adviso~y 
Council on Foodgrains Management and Pubhc 
Distribution. 

(ii) In the field of foodgrains mana~ment, the 
Advisory Council proposed above. may d1scuss and 
arrive at a consensus on matters hke 

-long-range policy on each major aspect of food
grains management; and 

-steps to be taken by the vari?~s Governments 
to implement the above pohc1es. 

(iii) For the above purpose and also for exa
mining major problems of food management ~nd 
civil supplies operations, as and when they :.m.se, 
the Council may set up special Task Forces cons1stt~g 
of official and, where nece~sary, also non-of!lc:lal 
experts. While setting up a Task Force for exammm.g 
problems which concern particular States, th~ Com~c1l 
should consult those State Governments mcludmg 
their official agencies. 

(Paras 16,5.06 & 16.5.07) 

t 6.13.02 (i) There should be an ind~~th review-of 
the working of the Essential Commod1t1es Act and 
other regulatory Parliamentary ~cts in the fie!~ of 
food and civil supplies and a h1gh level com1.mtte.e 
should be set up for the purpose. Apart from Slmph
fying the laws in question ~nd the ord~r~ made there
under, the review should arm at ldenttfymg the areas 
where a State Government could be given greater 
freedom of action, so that they would not have to 
seek the prior approval of the Union Government 
in every minor case. 

(Para 16.6.04) 

(ii) Apart from simplifying the orders, detect.ing 
obsolete ones and providing for greater delegation 
of nowers and functions to State Governments and 
their officers/authorities, the review should enable 
the Union Government to bring out a single, self
contained and uptodate order on each essential com
modity or a p:roup of them. This review may ~e under
taken immediatdy and thereafter repe~ted ~ver~ 5 
v~ars. The review should also enable 1denttficat10n 
of commodities which need no longer be classified 
as uessential". 

(Para 16.6.05) 

(iii) During the interregnum between one quin
quennial review and another, changes may continue 
to be made in the ECA or the Orders issued thereunder 
in ord~r to meet the exigencies of an emergent 
situation. For that purnose, the position in regard 
to supnly and demand of essential commodities may 
be kept und~r constant study and review between the 
Union and the States. 

(Para 16.6.05) 

16.13.03 (i) The Union Departments of Food & 
Civil Supnlies may urgently examine in consultation 
with the St~te Governments the possibility of enhanc
ing the powers delegated to them. It should he possi
hle to comr>lete this work to the satisfaction of the 
St~te Govermments within a period of 6 months 
or so. 

(ii) Tn future. a Control Order may be issued 
after consulting St~te Governments whenever feasible, 



so that the practical difficulties that they might en
counter in implementing the Order can be taken 
into account. 

(Para 16. 7.05) 

16.13.04 (i) The Advisory Council on Food 
Management and Public Distribution recommended 
in Para 16.13.01 above may set up a Ta~k Force for 
evolving (a) for the use of the States, a prototype of 
a monitoring system and methodology for monthly 
planning, and (b) for the use of the Union, a scientific 
system of planning and allocation. Both the moni
toring system and planning methodology should be 
simple and capable of being understood and worked 
by the functionaries concerned. 

(Para 16.9.11) 

(ii) Special schemes which have been undertaken 
or are proposed to be undertaken by State Govern
ments to make certain essential commodities avail
hie to the weaker sections of s0ciety at prices lower 
than for others, should broadly conform to the na
tional policies laid down by the Union Government 
for the alleviation of poverty and the welfare 
development of the weaker sections. There should 
be an understanding between the Union and the 
State Governments in regard to the specific schemes 
for these purposes and the "''~pecial allocations of 
foodgrains, etc. to be made available to the concerned 
State Governments. 

(Para 16.9.12) 

479 

16.13.05 (i) The Union Government may get the 
measures for improving the working of the Public 
Distribution System (vide para 16.11.03) implemented 
effectively in all Union Territory Administrations. 
The working of the PDS in these Territories would 
then serve as a model for State Governments. 

(ii) The Union Department of Civil Supplies 
should have a well-equipped Research and Intelligence 
Wing. The Wing should systematically collect dalt
about the good organisational and procedural inno
vations evolved in the various States and Union 
Territories and make these details available to all 
the State and UT Governments. It should also pro
vide expert advice to State Governments and agencies 
on the various aspects of the working of the PDS. 
Further, in the case of large States, the Wing should 
provide technical assistance to the State Governments 
in installing computerised systems for purposes of 
planning, monitoring, etc. 

(iii) The Advisory Council on Food Management 
and PDS recommended in Para 16.13.01 above 
should commission studies on problems such as 
reduction of transportation.1distribution costs, subsi
dising transportation ·costs for hilly and far-flung 
areas, forecasting market trends, etc. for the PDS. 

(Para 16.11.04) 

16.13.06 The Advisory Council on Food Manage
ment and Public Distribution may constitute a Com
mittee to examine th(problems faced by State Govern
ments in the matter of construction and hiring of 
w~ rehouses; and god owns for storage of Food grains. 

(Para)16.12.02) 



ANNEXURE XVI. 1 

CO'I\IOillTIES IN RESPECT OF WHICH TRADE & COMMERCE AND PRODUCTION, SUPPLY AND DISTRIBUTION 
ARE 1\1\TfERS OF CONCURRENT LEGISLATIVE JURISDICTION-SUCCESSIVE CHANGES SINCE INDEPENDENCE 

Gov~tn,n~rtt or India Act, 1935 as 
anE!d~.:l bv lndra fC'!ntral Government 
and (legish!tlre\ Act, 1946 

(I) 

Constitution or India 

From 26-1-50 to 25-1-55 from 2.2-2-55 onward 

(2) (3) 

J. Foodsrutfs (itlcluding edible 
;md oil·\) 

oilseed' !. 1. Foodstuft's (including edible oi!· !. I. 
seeds and Oils) 

Foodstuffs. including edible oil· 
seeds and oils. 

2. Cotton and woollen textiles 

3. P.lper (incluJmg new..;print). 

4. Coal • • 

5. Iron 

6. Steel 

7. Mic,, 

8. Petroleum and petroleum products• 

9. Spare parts of mL--chanicaliy propelled'] 
v~hicles. 

2. Cattle Fodder (including oilrake'· 
and other Cllncentrates) 

2. Cattle loader, including oikakcs 
and other concentrate.;;. 

~- Raw Couon (including ginned 
cotton and unginned cotton or 
kapm) cmd cotton seed. 

4. Cotton and woollen textiles 

5. Paper (including newsprint) 

6. Coal (including coke and derivl
tives of coal) 

7. Iron 

8. Steel 

9. Mira 
(Article 369(a)) 

II. Products of industries the control of 
which by the Union is declared by par· 
hament by law 10 be e.Xfledient in !he 
public inferesr. 
tEn try 33 of List III) 

l. Raw cotton, whether ginned or 
cotton seed. 

.. 

Raw Jute 
(Clauses (b), (c), (d) and (e) of 
Entry 33 of List Ill) 

II. Products ol any industry the control . 
of "!'htch by the Union is declared by · 
Parltament b:,: law to be expedient in 
the pubhc mterest and imporud 
goods of the same ki11d as such products 

(Clause (a) of Entry 33 of List III) 

N•>TE : •(i) Petrol and petroleum products are included in Entry 53 of List 1 of the Constitution. 
@ (ii) Mechanically propelled vehicles are included in Entry 35 of list III of the Constitution. 



ANNEXURE XVI. 2 

1'0'.\'ERS OF STATE GOVERNMENTS TO ISSUE ORDERS ON MA'I TERS SPECJFII:U IN SH TION 3(2\ Ole 
· ESSENTIAL COMMODITIES ACT, 1955--DELEGATIONS BY CENTRAL GOVERNMENT UNDER SECTION 

Clause 
of 

Section 
3(2) 

(I) 

Broad subject matter of clause 

(2) 

1. (a) Regulatins by licence, permit or other· 
wise, productton or manufacture. 

s ... oF ACT 

Conditions governing power to issue an order in regard to 

Foodstuffs 

(3) 

Subject to directions, if any, and to the 
prior concurrence of the Central Go· 
vernment. 

Essential commodities rother than 
foodstuffs and fetilisers 

(4) 

No power delegated. 

2. (b) Bringing under cultivation waste or Full powers, subject to directions, if Clause (b) not appllcable. 
arable land for growing of foodcrops any, of the Central Government. 
and for otherwise maintaning or 
increasing cultivation of foodcrops. 

). (c) Controlling the price of purchase or 
sale. 

4. (d) Regulating by licence, permit or other
wise, storage, tran~port, d1stnbut1on, 
disposai, acquisition, use, or consump
tion. 

S (e) Prohibiting the withholding from sale 
of an essential commodity ordinarily 
kept for sale. 

Subject to directions, if any, and to the 
prior concurrence, of the Central Go
vernment. 

(i) Subject to directimos. if any, and to 
the prior concurrence, of the Central 
Govetnment y..here power is exer
cised in regard to 

(A) distribution or disrosal of fcod· 
stuffs to places outside the 
State; 

or 
(B) regulation of transport of lood

stuffs. 

(II) Full powers in other cases, subject 
to directions, if any, of the Central 
Government. 

Full powers, subject to directions, if 
any, of the Central Government. 

(i) No power if the price is controlled 
by or under any other law. 

(ii) \';here the price is not so controlled, 
power may be exercised. 

(A) On the basis of such wholesale 
pi ices or retail prices or both as 
may have been hxed by manufac
turers or producers with the appro
val of the Central Go\'ernmenl, 
but without being inconsistent 
with any order of the Central Go· 
vernment under thii: Act, 

and 

(B) in a case not covered by (A), with 
the prior concurrence of the Central 
Government. 

(i) l'lo rower in rq;:r.rd to inter-5tale 
trans}:ort or distribution. 

(ii) In other cases, power to te so e>er· 
cised that 

(A) inter-Slate tr<nsrort or distri· 
bution in pursuance of any 
order of the Central Govern
ment is not prejudicially affected 
and 

(B) Order issued is not inconsistent 
with any order of the Central 
Government under the act. 

FuJI rov.cr, pro\i(~Cd Older iswcd is 
not inconsistent with <Jny Order of tle 
Central Government under the Act. 

6 (f) Requiring that the whole or a specified Subject to directions, 
portion of the quantity held in stock or prior concurrence of 
the quantity produced/received or to be vernment. 
produced/received shall be sold to Lthe 
Central or to a State Government or to any 

if any, ami to Subject to the prior concurrence of tlc 
the Central Go- Central Govemrr.ent and to the condi

tion that Order issued is not inconsb
tent with any Order of the Central 
Government under the Act. 

authority under either Government or to 
a specified person or class of persons. 
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A:-1:-IB'(lJitB XYI.2-(contd.) 

Conditions governing power to issue and order in regard to 
CLw .... .: llroJd subje~t matter of clause 

uf 
Sxuon ·--' Foodstuffs 

3(2) 

(I) (2) (3) 

Foodstuffs ; 
7 (g) Re~ullting or prohibiting 

~ommerciaJ or financial 
relating to 

any class 01 No power delegated 
transactions . 

g (h) 

9 (i) 

l 0 (ii) 

Jl ~j) 

-foodstuffs 
Ol 

-cotton textiles 

Collecting information or statistics for 
regulating or pro~1ibiting a matter 
referred to in clause (a) to (g). 

R~q,Jiring persons engaged in produc
tion, supply or distribution of, or trade 
and commerce in, an essential commo
dity, to maintain and produce for ins
pection books/accounts records and to 
urnish information. 

Ch"rging of fees, requirmg.deposit of 
sum as security, ior grant of licence/ 
penni! forfeiting the full or part of 
security deposit and adjudication of 
forfeiture of security deposit. 

[ncidental and supplementary matters 
including entry, search or examination 
of premi::,es, aircraft, vessels, vehicles 
or other conveyances J.nd animals and 
">eizure by authorised person of articles, 
conveyances, books of accounts etc. 

Full powers, subject to directions if 
a11y, of <he Ceatr.U Government. 

Full powers, subject to direc~ious, if 
any, of the Central Government. 

Full po\\ers, subject to directious, if 
any of the Central Government. 

Full powers, provided tha< omy _,, 
officer of the State Government is autho
rised, by an Order under this clause. 
to carry out entry. search or seizure. 
The Order will be subject to directions, 
if any, of the Central Government. 

Essential commodities other than 
foodstutls and fertilisers 

(4) 

Cotton teXliles 1 

Full powers, subject to 1 the condition 
'that Order issued is not inconsistent 
wtth any Order of tha Central Govern· 
ment under th@ A".' 

Full; powers. subject to the condition 
that Order issued is not inconsistent 
with any Order of the Central Govern. 
ment under the Act. 

Full powers, subject to the condition 
that Order issued is not inconsistent 
with any Order of the Central Govern· 
ment under the Act. 

, Full po\\ers, subject to tt1e condition 
that Order issued is not inconsistent 
with any Order of the Central Govern· 
ment under the Act. 

cull powers, provided that mly an 
Jfficer of the State Government shall be 
1uth0rised, by an Order under this 
.:lause, to carry out entry, search or 
seizure. The Order shall not be incon
sistent with any Order of the Central 
Government under this Act. 
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CHAPTER XVII 

INTER-STATE RIVER WATER DISPUTES 

I. THE PROBLEM 

17.1.01 In India there are many inter-State 
rivers. The regulation and development of the waters 
of these rivers and river valleys continues to be a 
source of inter-State friction. Article 262(1) of the 
Constitution lays down that "Parliament may by 
law provide for the adjudication of any dispute or 
complaint with respect to the use, distribution or 
control of the waters of, or in, any inter-State river, 
or river valley". Parliament has enacted the Inter
State River Water Disputes Act, 1956. It provides 
for reference of such a dispute to Tribunals on re
ceipt of an ·application from a State, when the Union 
Government is satisfied that the dispute "cannot 
be settled by negotiations". This dependence of the 
right of the States to have a dispute referred to a 
Tribunal, if the Union Government is satisfied that 
the matter "cannot be settled by negotiations" has 
been adversely commented upon. Most of the dis
putes refer to sharing of waters of inter-State rivers. 
Disputes also arise in regard to the interpretation of 
the terms of an agreement or the implementation of 
the same. 

The main points of criticism against the existing 
arrangements are : (a) They involve inordinate delay 
in securing settlement of such disputes, (b) There 
is no provision for an adequate machinery to 
enforce the award of the Tribunal. 

2. CONSTITUTIONAL PROVISIONS 

17.2.01 In the Constitution, "Water, that is to 
say, water supplies, irrigation, and canals, drainage 
and embankments, water storage and water power" 
is a matter comprised in Entry 17 of List II. This 
Entry is subject to the provisions of Entry 56 of List 
I. In the words of an eminent jurist, the reasons for 
including regulation and development of inter-State 
river and river valleys in Entry 56 of List I are : 
"In respect of the waters of an inter-State river, 
no State can effectively legislate for the beneficial 
use of such waters, first, because its legislative power 
does not extend beyond the territories of the State; 
secondly, because the quantum of water available 
to each of the States is dependent upon the equitable 
share of the other States, and thirdly, a dispute 
about the waters of an inter-State river can arise 
from any actual or proposed legislation of a State"'. 
It is for these reasons that the States cannot legislate 
on use of waters of Inter-State rivers and river valleys 
beyond their State boundaries. Moreover, efficient 
use of such waters depends on their equitable ap
portionment involving more than one State, which. 
in itself can be a subject-matter of dispute and hence 
its regulation and control cannot be provided for 
in any State legislation. For the same reason, the 
~etermination of disputes relating to such river waters 
ts provided for in Article 262. 

------
(1) Seervai, H.M.-Constitutional Law of India, Vol. I, 

p. 1009. 

(;3~--325/87 
487 

17.2.02 It is noteworthy that unlike Entry 56, 
List I, the expression 'water' in Entry 17, List II, 
is not qualified by the prefix 'inter-State'. Normally, 
therefore, the State Legislatures have full powers 
to legislate on all matters mentioned in Entry 17, 
List II, including their regulation and development 
even if the source of the water is an inter-State river 
or river valley within the territory of a State. How
ever, Parliament may, by making the requisite de
claration in public interest in terms of Entry 56 of 
List I, enact a law for the regulation and develop
ment of such inter-State rivers, and river valleys 
under the control of the Union. The Parliamentary 
law would, to the extent of its operation, have the 
effect of ousting the power of the State Legislature 
under Entry 17 of List 11.2 

17.2.03 The Constitution contains specific 
provisions regarding resolution of water disputes. 
Under Article 262( 1), "Parliament may by law pro
vide for the adjudication of any dispute or complaint 
with respect to the use, distribution or control of the 
waters of, or in, any inter-State river or river valley". 
Under Article 262(2), "Notwithstanding anything 
in the Constitution, Parliament may by law provide 
that neither the Supreme Court nor any other court 
shall exercise jurisdiction in respect of any such dis
pute or complaint as is referred to in clause (1)". 

17.2.04 It is noteworthy that the ~Constitution 
does not itself provide for a machinery for adjudica
tion of water disputes. It leaves it to Parliament, by 
law, to make such provisions as it thinks fit, for 
adjudication of such disputes and complaints. The 
Constitution further empowers Parliament to decide 
and provide by law whether the jurisdiction of courts 
is to be barred. In contrast, the Government of 
India Act, 1935, itself provided that if a Province 
(or a State) felt that it was likely to be adversely 
affected due to distribution or control of water from 
any natural source, it could complain to the Gover
nor General (Section 130). Except for complaints of 
trivial nature, the Governor-General was required 
to refer any such complaints to a Commission for 
investigation and report (Section 131). He had no 
option in the matter unless he considered that the 
nature of the complaint was not serious enough. 
Moreover, the 1935 Act itself barred the jurisdiction 
of Courts in regard to such disputes (Section 134). 

There is also no Entry in the Federal List of .the 
1935 Act corresponding to Entry 56 of List I of the 
Constitution. Section 19, of the Government of India 
Act, 1935 provided : "Water, that is to say, water 
supplies, irrigation and canals, drainage and embank
ments, water storage and water power". It was, 
however, recognised that use of inter-State river 
waters could lead to disputes. Provisions of Sections 
130 and 131 under the 1935 Act were, therefore, 
made for adjudication of such disputes. 

(2) For a detailed discussion on the Entries in List I and 
List ill which impinge on several Entries in List II, please see 
Chapter II on 'Legislative Relations'. 



3. EXISTING ARRANGEMENTS 

17.3.01 Parliament has enacted the River Boards 
Act, 1956, under Entry 56 of List I, to p,·omote 
integrated and optimum development of the w.1ters 
of inter-State rivers and river valleys. This Ac~ con
templated the appointment of River Boards by the 
Central Government in consultation with the State 
Governments for advising on integrated develop
ment of waters of inter-State rivers and river valleys. 
It was expe:ted that these Boards would help in co
ordinated and optimum utilisation of the river waters 
and promote development of irrigation, drainage, 
water supply, flood-control and hydroelectric power. 
However, the provisions of this Act have not been 
put to use all these years and the Act has remained 
a dead letter. 

17.3.02 Parliament has enacted the Inter-State 
River Water Disputes Act, 1956, for settlement of 
disputes. Section 2(c) of the Act defines 'water dispute' 
as "any dispute or difference between two or more 
State Governments with respect to-

(i) the use, distribution or control of the water 
of, or in, any inter-State river or river valley; 
or 

(ii) the interpretation of the terms of any agree
ment relating to the use. distribution or 
control of such waters or the implementation 
of such agreement; or 

(iii) the levy of any wner rate in contravention of 
the prohibition contained in Section 7." 

17.3.03 Section 3 of the Act reads : "If it appears 
to the Government of any State that a water dispute 
with the Government of another State has arisen 
or is likely to arise by reason of the fact that the 
interests of the State, or any of the inhabitants 
thereof, in the waters of an inter-State river or river 
valley have been, or are likely to be, affected pre
judicially by-

(a) any executive action or legislation taken or 
passed, or proposed to be taken or passed, 
by the other State; or 

(b) the failure of the other State or any authority 
therein to exercise any of their powers with 
respect to the use, distribution or control 
of such waters; or 

(c) the failure of the other State to implement 
the terms of any agreement relating to the 
11se, distribution or control of such waters; 

the State Government may in such form and manner 
as may be prescribed, request the Central Govern
ment to refer the water dispute to a Tribunal for 
adjudication". 

The Rules framed under the Act provide, inter 
alia, that a State Government, while sending an 
application under Section 3 of the Act, should inform 
the Union Government, of "the efforts, if any, made 
by the parties themselves to settle the dispute". 

17.3.04 Section 4(1) of the Act provides that on 
receipt of an application under Section 3 from any 
State Government, the Central Government shall, 
by notification in the Official Gazette, constitute a 
Water Disputes Tribunal for the adjudication of the 
water dispute if it •'is of opinion that the water 
dispute cannot be settled by negotiations". 
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4. EXAMINATION OF ISSUES 

17.4.01 Most State Governments have not criti
cised the structure of Entry 56 of List I. Only one 
State Government has suggested that water should 
be a Union subject. Another State Government has 
suggested the Union Government should have a 
greater role in regulation r. nd development of inter
State rivers and river valleys, including powers of 
diversion (through Parliamentary legislation, if 
necessary) of inter-State river waters to any part of 
India and apportion it amongst the States. On the 
other hand, a State Government has argued that 
Entry 56 confers a vast and unfettered power on the 
Union, which, in conjunction with its large resources, 
enables it to encroach upon an area which is within 
the jurisdiction of the States. According to it, this 
Entry needs to be removed from List I and the expres
sion "subject to the provisions of Entry 56 of List I" 
in Entry 17 of List II also correspondingly deleted. 
There has been no criticism of the structure of Article 
262. Only in regard to the provisions of the Inter
State River Water Disputes Act, 1956, the State 
Governments have drawn attention to some deficien
cies. It has been pointed out that in terms of the pre
sent enactment a reference to a Tribunal need be 
made only when the Union Government is satisfied 
that no settlement by negotiations is possible. It has 
heen alleged that this has resulted in avoidable delays. 
Another major lacuna is that there is no machinery 
for implementing an award given by a Tribunal. 

17.4.02. We may first examine the suggestions 
regarding Entry 56 of List I. We have already noted 
that in the Constitution, matters of national concern 
have been placed in the Union List and those of 
purely local concern in the State List. The scheme 
of the Constitution envisages that certain subjects 
of legislation which in the first instance belong ex
clusively to the States, become the subject of ex
clusive Parliamentary legislation if a declaration is 
made as provided in the relevant Entries. Entry 56 
of List I is one such case. The legislative power of 
the State with respect to Entry 17 of List II is subject 
to Entry 56 of List L Clearly, the framers of the c·on
stitution recognised the need for Union control 
over waters of inter-State rivers and river valleys 
for regulation and development. The Constitution did 
not place regulation and development of waters of 
inter:State rivers and river valleys in List I, but only 
provided that Parliament may declare by law that 
control of waters of inter-State rivers on river valleys 
is expedient in public interest for such regulation 
and development. This arrangement is in consonance 
with the principle underlying the Constitutional 
scheme of distribution of powers. According to this 
sch_eme, matters of local concern, e.g., 'land', are 
assigned to the States. States have exclusive powers 
i':l respect of waters which are not part of inter-State 
nvers and are located within the territory of a State. 
But waters of inter-State rivers are not located in 
any one State. They only flow through their territories. 
No State, therefore, can lay claim to the exclusive 
use o~ ~uch river-waters and deprive other States 
of the1r JUSt share. 3 Since the jurisdiction of a State 
by virtue of Article 245 is territorially limited only 
Pa_rliament can effectively regulate, by law the' bene
fictal use and distribution of such waters among 

(3) Seervai, H. M.-Comtitutiona/ Law of India, Vol. I, 
Page 1009. 



the States. That is why, by virtue of Entry 56, List 
I, Parliament has been enabled, by making the re
quisite declaration of public interest, to take over 
the field of Entry 17 of List II to the extent covered 
by such declaration and law. Management of water 
resources for the benefit of people of a State is a 
matter of vital concern to that State. The present 
situation is more a case of non-use of a given power 
by the Union than one of want of the same. We are, 
therefore, of the view that the existing arrangements 
which allow the States competence in regard to matters 
in Entry 17, List II-subject, however, to Unicn's 
intervention when found necessary in public interest 
only in inter-State river and river valleys-is the best 
possible method of distributing power between 
the Union and the States with respect to this highly 
sensitive and difficult subject. We are, therefore, 
unable to support the suggestion that 'Water' should 
be made a 'Union subject'. 

17.4.03 It may be noted, firstly, that Entry 56 of 
the Union List does not give Parliament untrammel
ed power to legislate even with respect to the regula
tion and development of the waters of inter-State 
rivers and river valleys. Before Parliament acquires 
jurisdiction to legislate with respect to this matter 
it must comply with a condition precedent. This 
condition is that Parliament must declare by law 
the extent to which regulation and development of 
the inter-State river and river valley under the control 
of the Union, is in the public interest. Secondly, the 
amplitude of Entry 56, List I is limited to the develop
ment and regulation of inter-State rivers and river 
valleys, while Entry 17, List II comprehends within 
its scope even those waters whose sources are other 
than inter-State rivers and river-valleys. The position 
is that even by making the requisite declaration under 
Entry 56, List I, Parliament is not competent to legi
slate with respect to the regulation and development 
of waters within a State, other than those from inter
State rivers and river valleys. Therefore, it is not 
correct to say that Entry 56, List I gives "a vast and 
unfettered power" to the Union which enables it 
to "encroach upon" the entire field of Entry 17, 
List II. Regulation of optimum utilization and dis
tribution of waters of inter-State rivers and river 
valleys between two or more States is a continuous 
process which throws up recurrent day-to-day pro
helms having inter-State dimensions. None of the 
beneficiary States by itself can regulate effectively 
the inter-State distribution of such waters and cope • 
with the recurring problems which partly or wholly 
occur outside its territory, by the exercise of its legi
slative or executive power for the simple reason 
that its writ cannot run beyond its territorial limits. 
These problems if not obviated or resolved in time, 
may cause bitterness and tension in inter-State 
relations. In these changing circumstances, regula
tion and development of such inter-State river 
waters under the control of the Union may become 
expedient in the public interest. The determination 
of such expediency has been left by the Constitu
tion to the sole judgement of the elected representa
tives of the Nation in' Parliament. This is the rationale 
of Entry 56, List I which enables the Union to take· 
initiative in this respect in the public interest (which 
includes national interest) on the authority of a law 
passed in accordance therewith. In paragraphs 
17.2.01 and 17.4.02 we have discussed at length the 
basic principles underlying this Entry. For all the 
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reasons aforesaid we are unable to support the sug
gestion that Entry 56, List I should be deleted. 

17.4.04 The next issue relates to the manner in 
which the Inter-State River Water Disputes Act 
has been administered . The main thrust of the com
plaint is the inordinate delay that occurs at every 
stage and the inability of the States to have a dispute 
referred to a Tribunal unless the Union Government 
is satisfied that no negotiated settlement is possible. 
Delay occurs at three stages : 

(a) In setting up Tribunal; 

(b) after announcement of award; and 

(c) in implementation of the award. 

Inter-State Tribunals 

17.4.05 So far, the Union Govrnment has set 
up the following three Tribunals under the Act : 

(i) The Narmada Tribunal; 

(ii) The Krishna Tribunal; and 

(iii) The Godavari Tribunal. 

It will be useful to recount briefly the circumstances 
leading to the constitution of each of these Tribunals 
and the time frame connected with them. 

17.4.06 (i) The Narmada Tribunal was consti
tuted on 6th October 1969 after a complaint by Gujarat 
under Section 3 of the Act in July 1968. On 16th Oct
ober, 1969 the Government of India made another 
reference under Section 5(1) of the Act with respect 
to certain issues raised by Rajasthan. The concerned 
States were Gujarat, Maharashtra, Madhya Paradesh 
and Rajasthan. The Tribunal gave its Award in 
August, 1978 which was published in the Official 
Gazette in December, 1979. 

Attempts to settle the dispute which dated back 
to November 1963, were made at the instance of 
the then Union Minister of Irrigation and Power. 
An agreement (Bhopal Agreement) wr s arrived at 
between Madhya Pradesh and Gujarat. Madhya 
Pradesh, however, subsequently did not ratify the 
agreement. In order to overcome the bottle-neck 
following Madhya Pradesh's rejection of Bhopal 
agreement, the Narmada Water Resources Develop
ment Committee (Khosla Committee) was set up in 
September, 1964. It gave its report in September, 
1965. In the meantime, Madhya Pradesh and Maha
rashtra entered into the 'Jalsindhi Agreement', 
contemplating the joint construction of the Jalasindhi 
Darn. Khosla Committee Report was not acceptable 
to Madhya Pradesh and Maharashtra. On the other 
hand, Gujarat objected, inter alia, to the Jalsindhi 
agreement. Another set of meetings was arranged 
between the Chief Ministers of Madhya Pradesh, 
Rajasthan, Maharashtra and Gujarat in 1966 and 
1967. The Tribunal was finally constituted after 
six years of fruitless efforts for an amicable settle
ment. In July 1972, the four States (Madhya Pradesh, 
Rajasthan, Gujarat and Maharashtra) prayed for 
adjournment of proceedings of the Tribunals, as 
the Chief Ministers of those States had entered into 
an agreement to settle the dispute wi 1 h the media
tion of the Prime Minister of India. The States 
arrived at a limited agreement in July, 1974 in res
pect of fourteen of the issues and requested the 



Tribunal to decide the remaining issues in the light 
of the agreement. After hearing the parties, the 
Tribunal gave its award in August, 1978 based on that 
agreement.• 

(ii) In the Krishna case, the parties to the dispute 
were Karnataka, Maharashtra, Andb.ra Pradesh,Madya 
Prndesh & Orissa. Mysore filed an application under 
Section3 of the Act in January 1962. Mab.arashtra filed 
an application under Section 3 in July,_ 1963 .. Audhra 
Pradesh lodged complaints under Section 3 m Apnl, 
1968. Fresh applications were filed by Mysore and 
Maharashtra in 1968. Andhra Pradesh also apphed 
for the constitution of a Tribunal in 1969. The Trib
unal was constituted on April, 1969. The Tribunals' 
Award was given in December 1973. and was publi
shed in the Gazette in May, 1976. 

The facts leading to the constitution of the 
Tribunal, in brief, were that in July 1951, an inter
State conference was held at New Delhi. A memo
randum of agreement, valid for 25 years, was sig'l.ed 
by the four riparian States. However, Mysore refused 
to ratify the agreement. The 1951 agreement, there
fore ceased to be effective. Thereafter, there were 
"exte~sive territorial changes, first under the Andhra 
State Act, 1953, and then under the States Reorga
nisation Act, 1956. Between 1951 and 1960 several 
important projects were taken up (e.g., NagarJuna
sagar, Tungabhadra High Level Canals, etc.). More 
schemes were being prepared in excess of the supplies 
of the Krishna. 'As the pressure on available supplies 
incre?~sed, disputes on sharing of river waters became 
more bitter'. Madhya Pradesh and Orissa were made 
parties as they were interested in diversion of Goda
vari waters to Krishna.5• 

(iii) The background of the Godavari dispute 
was more or less the same as that of the Krishna 
dispute. The parties to the dispute were Karnataka, 
Maharashtra, Andhra Pradsh, Madhya Pradesh and 
Orissa. The facts leading to the dispute, in brief, 
are as follows : 

In July 1951, the Planning Commission held 
a conferrence with the Governments of Bombay, 
Madras, Hyderabad, Madhya Pradesh and Mysore 
to discuss the utilisation of supplies in the Krishna 
and Govadari river basins. The State of Orissa 
which was a coriparian State in case of Godavari, 
was not invited to the Conference. A memorandum 
of acrreement, valid for 25 years, was drawn up al
locating the flows of Godavari river basin. Orissa 
was not a party to the agreement. Subsequently, 
there were significant territorial changes in the States 
covered by the Godavari Basin, first due to the Andhra 
State Act, 1953 and then the States Reorganisation 
Act of 1956. States of Bombay, Madhya Pradesh 
and Andhra Pradesh became the new riparian States. 
Orissa continued to be a coriparian State as before. 
A scheme for reallocation of Gadavari waters was 
drawn up by the Central Water and Power Com
mi~sion, in view of the territorial changes. But 
this was not acceptable to the States. No settlement 
could be reached at the inter-State conference held 
in September, ·1960. In January, 1962, Mysore 

(4) See Report of the Narmada Water Disputes Tribunal• 
Volume-!, Chapters I & IT. 

(5) The Report of the Krishna Water Disputes Tribunal 
Volume-!, Chatpters I, IT, & ill. 
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applied under Section 3 of the Act to refe_r the d_ispute 
to a Tribunal. In March 1963, the Unton Mmtster 
for Irrigation and Power made a statement before 
Lok Sabha that the 1951 agreement was legally, wholly 
ineffective and unenforceable. The Union Govem
ment made several attempts to settle the dispute 
through negotiations. However, the efforts were 
not successful and fresh applications for reference 
of the dispute to a Tribunal under the Act were 
made by Maharashtra, Mysore, Orissa and Madhya 
Pradesh in 1968. The Award of the Tribunal was 
submitted in November, 1979 and published in the 
Gazette in July, 1980.6 

17.4.07. The dates of application under Section 
3 of the Act and the dates of setting up of Tribunals 
do not necessarily indicate the actual time-span of 
disputes. In two cases the disputes ha~e been linger
ing since 1956 (Krishna and Go_da':an), an~ m one 
case, the dispute had been contmumg for stx years 
before constitution of the Tribunal in 1969 (Narmada). -17.4.08. It is seen clearly from the above that 
in the three cases where Tribunals were set up, the 
entire process took an unduly long time .. D_evelop
ment of irrigation and pow~r must not watt ttll such 
matters are decided after protracted correspondence 
and time-consuming negotiations. Further, though 
certain acrreements were arrived at, the validity of 
these agr~ments was questioned later. Meanwhile, 
based on the agreements, projects were approved and 
taken up for execution setting in motion an irreversible 
process. Thus there is considerable risk attached to 
these arrangements since there is no guarantee that 
the final outcome will be in accordance with the 
assumptions made in the interim arrangements. Once 
irrigation is developed and subsequently the Tribunal 
finds, with a gap or several years that some States 
are using more water than what can be equitably 
given to them as their share, it will be practically 
impossible to revert to the position existing prior 
to such development. Development of irrigation 
and power sources in the interregnum could create 
a situation akin to factum valet of a minor's marriage 
by consummation. Delays only complicate matters. 
There is a rush to start work on as many projects 
as possible so as to establish their rights by 'preme
ptive' action. This leads to wasteful use of scarce 
resources. The loss to the States and to the nation as 
a whole, is irreparable. 

17.4.09 Section 3 of the Act permits the concern
ed States to· apply to the Union Government for 
appointment of a Tribunal for referring the matter. 
The Rules framed under the Act require a State, 
which desires to refer a disputes under Section 3, 
to communicate, inter alia, information on 'the 
efforts, if any, made by the parties themselves to 
settle the disputes'. (') Section 4 of the Act requires 
the Union Government to set up a Tribur..al only when 
satisfied that the dispute cannot be settled by nego
tiations. The Union Government can, therefore, 
withhold the decision to set up a Tribunal, indefini
tely. It is this absolute discretion allowed to the 
Union Government in the Act which has been 
stated to be one of the main reasons for delay. 

(6) The Report of the Godavari Water Disputes Tribunal
Volume I, Chapters I & IT. 

(7) Vide Rule 3(2) of the In•er-Sta•e Wlter Disp1te Rules, 
1959. 



17.4.10 No one can dispute the merit of a nego
tiated settlement. However, protracted negotiations 
may beeome counter-productive. We note that 
there is no bar to continued negotiations even after 
a Tribunal has been set up. Indeed, in the case of 
Krishna and Godavari Tribunals, ultimately it was 
a negotiated settlement that became the basis of 
the decision on the main issue framed by the Tribunal, 
i.e., "On what basis should the available waters be 
determined ?"(8) We have already mentioned that 
in the Government of India Act, 1935, no discretion 
was available to the Governor-General in regard 
to setting up of a Commission once a reference was 
made by a Province, unless he was of the opinion 
that the issues involved were not of sufficient im
portance. The Administrative Reforms Commission's 
Study Team on Centre-State Relationship suggested 
that there should be a limit of three years to conclude 
the negotiations; thereafter reference to a Tribunal 
by the Union Government should be compulsory. (9) 

17.4.11 We recommend that in order to cut 
short delays, it is necessary to prescribe a time-limit 
for the setting up of a Tribunal. Once an application 
under Section 3 of the Inter-State River Disputes 
Act is recetved from a State, it should be mandatory 
on the Union Government to constitute a Tribunal 
within a period not exceeding one year from the 
date of the receipt of the application from any of 
the disputant States. The Act may be suitably 
amended for this purpose, 

17.4.12 There may be instances where States are 
not willing to apply to the Union Government for 
constitution of a Tribunal. As an instance, our 
attention has been drawn to the Cauvery dispute. 
This dispute had been lingering for the past many 
years and only on 6th July, 1986 Tamil Nadu applied 
under Section 3 of the Act for referring the matter 
to a Tribunal. Under the existing provisions of the 
Act, the Union Government cannot do anything 
to appoint a Tribunal on its own motion, even if it 
is aware of the existance of a dispute in respect of 
an inter-State river or river valley. 

17.4.13 Recently, in 1986, the Act (33 of 1956) 
has been amended empowering the Union to set up a 
Tribunal known as "Ravi Beas Water Tribunal", 
suo motu, or on the request of concerned State 
Government [Section 14(1) and Section 14(3) of 
the Act (33 of 1956)]. This amendment applies speci
fically to one particular inter-State river water 
disputes. 

17.4.14 We recommend an amendment of the 
Central Act 33 of 1956 for general application, em
powering the Union Government to appoint a Tribu
nal suo motu, if necessary, when it is satisfied that 
such a dispute exists in fact. 

17.4.15 The next important cause of the delay is 
the inordinate time taken by Tribunals in making 
their awards. We find that in three cases, the Tribunals 

(8) The Report of the Krishna Water Disputes Tribunal, 
Volume-!, Chapter 9, Page 73. The Report of the Godavuri Water 
Disputes Tribunal, Volume I, Chapter 5, Page 35. 

(9) Administrative Reforms Commission-Report of the 
Study Team on Centre-State Relationships (1967), Para 
16.23, p. 234. 
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had taken, on the average, about 10 years for making 
the awards. One of the main reasons for pendente 
lite delay before a Tribunal, is that the requisite 
data for adjudication is not readily or adequately 
supplied by or made available from the States. 
At present, the Central Water Commission has a 
number of data collection Centres. But these are 
inadequate for the purpose ot data collection. The 
Tribunals want up-to-date information on river 
flows, etc. States may not be willing to cooperate 
and the Union does not have any authority to compel 
the States to supply the necessary data. Stream
lining the system of data collection will no doubt 
expedite the work of Tribunals. The National 
Water Resources Council in its meeting in October 
1985, has recognised the need for the establishment 
of a Data Bank and an information system at the 
national level. We fully endorse the need for such 
a Data Bank and information system and recom
mend that adequate machinery should be set up for 
this put pose at the earliest. 

17.4.16 Wealso recommendthatthereshould be 
a provision in the Act that States shall be required 
to give necessary data for which purpose the Tribunal 
shall be vested with powers of a Court. 

17.4.17 In patagraph 17.4.15 we have noted that 
one of the reasons for delays in settling disputes 
over inter-State river waters is the time taken by 
Tribunals to give their awards. The Act should, 
therefore, be amended to ensure that the award of 
a Tribunal becomes effective within five years from 
the date of constitution of a Tribunal. If, however, 
for some reason, a Tribunal feels that the five-year 
period has to be extended, the Union Government 
may on a reference made by the Tribuna 1, extend its 
term. 

17.4.18 Once an award becomes effective, the 
question of enforcement arises. Section 6 of the 
Act provides that the Union Government shall pub
lish the decision of the Tribunal in the Official Gazette 
and the decision shall be final and binding on the 
parties to the dispute and shall be given effect to by 
them. However, if any State refuses to give effect 
to the award fully or even partially, the Union Govern
ment does not have any means to enforcing the 
award. 

17.4.19 The Act was amended in 1980 and Sec
tion 6A was inserted. This Secticn provides for 
framing a scheme for giving effect to a Tribunal's 
award. The scheme, inter alia. provides for the esta
blishmentofthe authority. its term of office and other 
conditions of servic~ .• etc. But the mere creation 
of such an agency will not be able to ensure imple
mentation of a Tribunal's award. Any agency set 
up under Section 6A cannot really function without 
the cooperation of the States concerned. Further. 
to make a Tribunal's a ward binding and effectively 
enforceable, it should have the same force and sanc
tion behind it as an order or decree of the Supreme 
Court. We recommend that the Act should be 
suitably amended for this purpose. 



5. OPTIMUM UTILISATION OF WATER RE
SOURCES AND NEED FOR COMPREHENSIVE 

PLANNING 
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17.5.01 Water is a precious natural resource and 
no nation can afford to ignore the imperative need 
for comprehensive planning to secure optimum utili
sation of its water resources. The Irrigation Commis· 
sion had recommended the establishment of a 
National Water Resources Council, as a policy making 
apex body with adequate technical support. 10 

It was hoped th~ t this Council would help develop a 
national outlook in relation to water resources and 
infuse a spirit of mutual accommodation in inter
State relationship and create a favourable atmosp
phcre for the settlement of inter-State water disputes. 
The National Commission on Agriculture observed 
that "in view of the inadequacy of water nsources 
to meet the future agricultural and other require
ments in many parts of the country, it b~comes a 
matter of great national importance to conserve and 
utilise them most judiciously and economically". 11 

Comprehensive plans for the inter-State rivers cover
ina irriaation, drainage, drinking water, inland water
w;ys a'itd hydroelectric pow~r generation should be 
prepared. Preparation of such plans requires 
proper evaluation of all existing water resources. 
This reinforces the need for proper institutional 
infrastructure for this purpose. No plan, how
soever comprehensive, and no institution howsoever 
strong, will be able to ensure proper and agreed 
utilisation of water resources of inter-State rivers 
and river valleys without the cooperation of the 
States. The National Commission on Agticulture 
also observed : "A river basin, and in the case of 
Iarl!e rivers a sub-basin. is a natural unit for such a 
plan. o.s it has a defined watershed boundary and 
within it there is an inter-relationship between the 
~urface and ground water resources. The river basin 
plan should present a comprehensive outline of the 
development possibilities of the land and water 
usources of the basin, establish priorities in respect 
of water use for various purposes, indicate the need 
for earmarking water ·for any specific purpose and 
indicate inter se priority of projects". 12 

17.5.02 We note that the National Water Resour
ces Council, which wo.s cc,mtituted in 1983. met for 
the first time in Octo her 1985. In this meeting. the 
Council was unanimous that water should be treated 
as a precious scc.rce national resource and dealt with 
as such. and that there was urgent need for formu
l.ttionofa national water policy with a view to ensur
ing optimum use of available water resources, both 
surface and ground, in national interest. In its second 
me:ting held on September 9, 1987, the Council 
adopted a National Water Policy. This policy em
phasises, among other things, that planning and deve
lopment of water resources, also including inter-basin 
transfer of water, should be governed by a national 
perspective. This is a welcome step. 

(10) The Report of the Irrigation Commission Vol. I 1972, 
Chapter 15, Para 15.51, p. 354. 

(II) Govemment of India-Report of the National Com
mission on Agriculture, 1976, Part V, para 15.61, p. 24. 

(12) op. cit, para 15.61, p. 24. 

17.5.03 The inherent limitations of settling ~ater 
disputes through a system of Tribunals are obv10~s 
and do not require any Jaborate comment. It IS 
only through wiiiing ~ooper.ation of, ail concerned 
that the very complex ISSues Jn\olved m the devdop
ment of water resources and sharing of th.e b.enefits 
can b' satisfactorily resolved. The Helsmki Con
ferenc~ (1966) of the International Law Associa
tion 0 bserved : "Although ce.rtain ~isputes. a bout 
int~rnational rivers and internat10na! n~er ~asm may 
land themselves to third party adJud•.cat!On U?-~er 
established international law •. the maximum utJhsa
tion of an international dramage basm can more 
effectively be secured through joint planning .. !ht;; 
great number of variables involved, the poss1b1hty 
of future changes in the conditions of the water-ways, 
the necessity of providing affirmati':e .conduct of t.he 
water-ways, the necessity of provtdmg affirmative 
conduct of the basin States. and the enormous com
plexity of a river basin make co-6perativ~ m.ana.ge
ment of the basin greatly preferable to adJudtcat!On 
of each source of friction between the basin States1"

3
• 

These observations are equaiiy valid in thecontext 
of resolution of river water disputes in our country. 

I 7.5.4 We hope that with more frequent meet
in as of the National Water Resources Council in 
future, the points of difference between the States 
will be resolved through accommodation. Even 
in the past. more disputes have been resolved through 
negotiations than otherwise. The fact that in some 
cases, Tribunals were Stt up, cannot be allowed to 
overshadow or detract from the success achieved 
through negotiations. Often there is a political 
factor also. The ruling party in a State is seldom 
wiiiing to run the political risk of becoming a party 
to an agreement which could be questioned and 
become an explosive emotional issue. In such a 
situation. intervention by the Union Government 
and consideration of the various issues in tht nationa I 
p0rspective would help to. clear the way for fruitful 
negotiations and resolutiOn. 

6. RECOMMENDATIONS 
17.6.01 Once an application under Section 3 of 

the Inter-State River Water Disputes Act (33 of 
1956) is received from a State, it should be mandatory 
on the Union Government to constitute a Tribunal 
within a period not exceeding one year from the date 
01 receipt of the application of any disputant State. 
The Inter-State River Water Disputes Act may be 
suitably amended for this purpose. 

(Para 17.4.11) 
17.6.02 The Inter-State Water Disputes Act 

should be amended to empower the Union Govern
ment to appoint a Tribunal, suo motu, if necessary. 
when it is satisfied that such a di~pute exists in fact. 

(Para I 7.4.14) 
17.6.03 There should be a Data Bank and infor

mation system at tbe national level and adequate 
machinay should be set up for this purpose at the 
earliest. There should also be a provision in the 
Inter·State Water Disputes Act that States shaii be 
required to give necessary d~ta for which purpos~ 
the Tribunal may be vested with powers of a Court. 

(Para 17.4.15 and 17.4.16) 

" Article 30 of Ihc H~Jsinki Rules (1966) as quoted in 
•Inter-State U'ater Disp.ue ill India', by S.N .Jain, Alice- Jacob, 
Subhah C. Jain,197!,(1ndian Law Institute). . 



17.6.04 The Inter-State Water Disputes Act 
should be amended to ensure that the award of a 
Tribunal becomes effective within five years from the 
date of constitution of a Tribunal. If, however, 
for some reasons, a Tribunal feels that the five years' 
period has to be extended, the Union Government 
may on a reference made by the Tribunal tXtend its 
term. 

(Para I 7.4.17) 

17.6.05 The Inter·State Water Disputes Act 

!956 should be amended so that a Tribunal's award 
has the same force and sanctkn blhind it as an order 

or decree of the Sup1~me Court to make a Tribun~l's 

aw~rd really binding. 

(Paia 17.4.19) 
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CHAPTER XVIII 

TRADE, COMMERCE AND INTERCOURSE WITHIN THE TERRITORY OF INDIA 

INTRODUCTION 

Object of Protecting freedom of trade in a two-tier 
Polity 

18.1.01 Free flow of trade, commerce and inter
course within and across inter-State borders is an 
important pre-requisite for ensuring economic unity, 
stability and prosperity of a country having a two-tier 
polity. Most federal constitutions contain special 
provisions _to protect this freedom. The Indian Consti
tution also contains provisions guaranteeing freedom 
of commerce, trade and intercourse throughout the 
territory of India. However , no freedom can be ab
solute. Limitations for the common good are in
herent in such freedom, lest it should degenerate into 
a self-defeating licence. That is why, legitimate re
gulatory measures are not considered to constitute 
restrictions on this freedom. 

2. CONSTITUTIONAL PROVISIONS 

Article 19(1)(g) and Article 301 

I8.2.01 Article 19(1) (g) in Part III guarantees to 
:very Indian citizen a fundamental right to carry on 
trade and business, subject to such reasonable rest
rictions as may be imposed in the interests of the 
general public. Apart trom this and the Legislative 
£ntries relating to trade and commerce, the other 
prOVISions relating to trade, commerce and inter
course within the territory of India are found in 
Articles 301 to 307 o f Part XIII of the Constitution. 
Article 301 guarantees that trade, commerce and 
intercourse shall be free throughout' the territory ot 
India. It imposes a general limitation on the exercise 
of legislative power, whether of the Union or of the 
States, to secure unobstructed flow of trade, commer
ce and intercourse from one part of the territory of 
India to another. 

Limitations on Power of Parliament-Article 303 
(1) and (2) 

18.2.02 This guarantee of freedom is expressly 
subject to the other provisions of Part XIII (Articles 
302 to 305) of the Constitution. Article 302 enables 
Parliament to impose restrictions, by law, on the 
freedom of trade, commerce and intercourse between 
one State and another or within any part of the terri
tory of India as may be required in public interest. 
But, this power to place restrictions cannot be used 
by Parliament to make any law which discriminates 
between one State and another or gives preference 
to one State over another, "by virtue of any Entry 
in the Seventh Schedule relating to trade and commer
ce" [Article 303(1]. Clause (2) of the Article engrafts 
an exception to the limitation contained in clause 
(1), in as much as it permits Parliament to make a 
law giving preference, or making discrimination bet
ween one State and another, if it is declared by such 
Jaw that it is necessary to do so for the purpose of 
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dealing. with a situation ari~ing from scarcity of 
goods m any part of the terntory of India. 

Article 303(1) imposes limitation on State Legislatures 
also Article 304 two exceptions in favour of State 

Legislatures 

18.2.03. Li~tations imposed by Article 303(1) 
on the leg~slative. power of Parliament apply to that 
of the State Legislatures, also. But, the State Legis
l~tures . do not have the exceptional power to enact 
d1scnmmatory laws, wh1ch 1s available to Parliament 
by virtue of Article 303(2). Article 304 carves out 
two exceptions in favour of the State Legislatures, 
to the freedom guaranteed under Article 301 : 

(a) A State legislature may by law impose on 
goods imported from other States or the 
Union Territories, any tax to which similar 
goods manufactured or produced in that 
State are subject, how~ver, not so as to dis
criminate between goods so imported and 
goods so manufactured or produced, [Clause 
(a) of Article 30]4. 

(b) The legislature of a State may by law impose 
such reasonable restrictions on the freeaom 
of trade, commerce and intercourse with or 
with!n that State as may be required in the 
public znterest [Clause. (b) of Article 304]. 
But, the exefClse of th1s power is subject to 
the proviso that no Bill or amendment for 
the purposes of Article 304(b) shall be in
tmduced or m~ved in the .State Legislature 
Without obtammg the previous sanction of 
the President.> 

Scope of Articles 301 to 304, whether conr : {A) 
Intra-State Trade 

18.2.04 Section 92 of the Australian Constitu
tion guarantees that trade, commerce and inter
course among the States shall be absolutely free. 
~oss1bly m~uenced by the phraseology of this Austra
lian provision, the Draft Constitution of October 
1947, envisaged that subject to the provisions of any 
federal law, trade, comme~ce and intercourse among 
the umts shall be free. But, m the course of discussions 
the Constitution-framers replaced the words "among 
the units" by the phrase "throughout the territory 
of India". The use of this phrase in Article 301 puts 
It beyond doubt that, unhke the Australian Consti
tution, the freedom guaranteed in Article 301 of 
our Constitution, is not confined to inter-State trade 
commerce and intercourse, but also extends to intra: 
State trade, commerce and inter-course. Article 302 
to 305 which admit of various exceptions to this 
freedom, also cover trade, commerce and intercourse 
within a State even if it does not involve movement 
beyond the State borders. 

. . L Absence of prior sanction would not invalidate the Bill 
1f 1t IS reserved for PreSident's consideration and receives his 
assent subsequently. (Article 255). 



(B) Taxing Laws 

18.2.05 Any law which directly and immediately 
impedes or restricts the free flow or movement of 
trade would infringe the guarantee in Article 30 I. 
The Supreme Court has held that taxing laws have 
not been excluded from the application of this princi
ple. 

(C) Regulatory Measures and Compensatory Taxes 

18.2.06 Measures which impose compensatory 
taxes, or, are purely regulatory, do not come within 
the purview of 'restrictiOns' contemplated in Article 
301 because they facilitate flow of trade, rather 
than hampering 1t. Such measures, therefore, need 
not comply with the requirement of the provisions of 
Article 304(b). Thus, a :State law imposing a tax, per 
vehicle, on the owners of motor vehicles does not 
directly affect the freedom of trade or commerce even 
though it indirectly imposes a burden on the move
ment of passengers and goods within the territory 
of the taxing State. • 

(D) Sales-Tax 

18.2.07 Normally, a tax on intra-State sale or 
inter-State sale of goods does not directly impede or 
restrict the free flow of trade in those goods, and 
therefore, cannot offend Article 301, whatever be 
the indirect effect of such tax on the trade. 

(E) Trade injurious to Society 

18.2.08 lt is well settled that in proper cases, 
such as where the trade is injurious to society, 'reason
able restriction' within the contemplation of Article 
302 or 034(b) may inclde prohibition or suppression 
of that trade altogether.• 

18.2.09 Part XIII contain~ a further provision 
(Article 307) enabling Parliament to appoint by law 
such authority as it considers appropriate for carrying 
out the purposes of Articles 301, 302, 303 and 304 
and confer on that authority such powers and such 
duties as it thinks necessary. This provision has not 
been resorted to so far. 

3. CRiTICiSM .AND SUGGESTIONS 

18.3.01 Two State Gove1nments have criticised 
the existing constitutional arrangements relating to 
trade, commerce and intercourse. One of them 
suggests that Article 302 which empowers Parliament 
to rmpos.: restrictions by Ia w in the public interest, 
both in respect of inter-State and intra-State trade, 
should be so amended as to take away the powers 
of the Union to interfere with intra-State trade. This 
suggestion has been made "to ensure that the State 
Governments are treated on par with the Union in 

2. Automobile Transport (Rajasthan) Ltd., Vs. State of 
Rajasthan AiR 1962 SC 140~ - (!~63) 1 SCR 491, Clarifying 
Atiabari Tea Co.'s case ALR 1961 SC 232, G. K. Krishna v. 
State of Tamil Nadu AIR 1975 SC 5ij3 : (Tax on contract 
carroage); Jayaram Vs. Union of India AIR 1983 SC 1003. 

3. Narendra Kumar Ys. Union AIR 1960 SC430; Coovejee 
Bharucba Vs. Ex. Com. AIR 1954 SC 220 Krishen Kumar Vs. 
J &. K AiR 1967 SC 1368; Koteswar Vs. K.R.B. Co. AIR SC 
504 (prohibition of forward contracts relating to certain class 
of &oods); State of Mysoro Vs. ~eeviah ALR 1967 SC 1190. 
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so far as trade and commerce is concerned". It baa 
also suggested that the exPression 'reasonable' should 
be added before the word "restriction" appearing 
in Article 302. in order to being about parity between 
the powers of Parliament and the State Legislatures 
in this matter. The State Government has further 
suggested deletion of the Proviso to Clause (b) of 
Article 304. The other State Government has also 
proposed that trade and commerce within a State 
should be in the exclusive jurisdiction of the State. 
with an exception in regard to inputs of War and 
Defence industries. This State Government has fur
th"r suggested that the Proviso to Article 304(b) 
may be omitted as it imposes an unjustifiable restric
tion on the legislative autonomy of the States. Jt 
has observed that Article 304(b) itself provides that 
such a restriction should be reasonable and required 
in public interest. If the State legislature enacts a Jaw 
which does not satisfy these two requirements. it will 
be open to the courts to set it aside as unconstitu
tional. 

Omission of 'Reasonable' from artical 302, effect of' 

18.3.02 We will first take up the demand for 
insertion of the word 'reasonable' as a pre-fix to the 
expression 'restriction' in Article 302. The suggestion 
postulates that the omission to qualify the expression 
•restriction' by the word 'reasonable' in Article 302 
not only amounts to denial of parity of powers to 
Parliament and the State Legislatures in regard to 
trade and commerce, but also enables Parliament 
to negate the freedom guaranteed under Article 
301 and the fundamental right guaranteed under 
Article 19(1)(g) by imposing unreasonable restric
tions thereon. This proposition is not based on an 
empirical analysis of any laws affecting freedom of 
trade, passed by Parliament under Article 302. No 
instance of any such law made, under Article 302, 
which tends to nullify Article 301, or which under 
colour of 'public interest', makes unreasonable in
cursion into the exclusive State field has been brought 
to our notice. In Atiabari Case, ibid, there is an 
obiter by one of the learned Judges• that "where 
Parliament exercises its power under Article 302 
and passes a law imposing restrictions on the freedom 
of trade in public interest, whether or not the given 
law is in the public interest, may not be justiciable". 
As against this, another learned Judge• in .Automobile 
Transport Case, ibid, observed that "it is impossible 
that the freedom granted in Article 301 was to be 
mocked at by making unreasonable restrictions permi
ssible at the hands of Parliament. Normally. Parlia
ment is the bestjudgeofthe 'public interest' ..... But 
if a question arises whether Part liqment under has 
colour of Article 302 encroached upon Article 301, 
the matter may in exceptionable circumstances be 
justiciable". The word 'required' in Article 302limits 
the restrictions to the necessities of the situation so 
that the Article may not be liberally construed as a 
free Charter. 

4. Mr. Justice Gajendragadkar in AIR 1961 SC 232, page 
254, para (53). 

s. Mr. Justice Hidayatullah in AIR 1962 SC 1406, paiG 
1453, para (102). 



18.3.03 Again, in a later case•, it was observed by 
the Supreme Court : "Although Article 302 does not 
sPeak of reasonable restrictions Yet it is evident that 
the restrictions eontemplated by it must bear a reaso
nable nexus with the need to serve public interest". 
In several recent decisions• where the constitutional 
validity of a law imposing restrictions under Article 
302 was challenged, the Supreme Court did apply 
the test of reasonableness to uphold the validity of 
those 'restrictions'. 

11!.3.04 Dr. D. D. Basu is of the view "that, on 
principle, the omission of the word reasons ble' in 
Article 302 should not be regarded as conclusive, 
for, it is diflbult to imagine that public interest would 
be served by a law which would impose arbitrary or 
unreasonable restrictions upon the public themselves.• 
We agree with the learned author that notwith
standing the fact that the word 'reasonable' is not 
used in Article 302, a law imposing restrictions 
under Article 302, would be open to judicial review 
on the ground that it has no reasonable nexus with 
the public interest alleged. 

18.3.05 Be that as it may, the point is merely of 
academic significance. From a practical stand-point, 
the non-qualification of the 'restriction' by 'reason
able' in the text of Article 302 has lost much of its 
importance, for, almost in every case wherein the 
Constitutional validity of such law is questioned on 
the ground of Article 301, the challenge is buttressed 
by additional grounds of Articles 14 and 19(1 )(g) 
and the question of reasonableness of the restriction 

' always arises under these additional grounds. The 
proposal for insertion of the word 'reasonable' 
before the word 'restriction' in Article 302 is thus 
merely of theoretical significance and we cannot 
support it. 

Whether inclusion of Inter-State Trade ~in Article 
302 jus ~ifiable 

18.3.06 This takes us to the broader question 
whether the inclusion of trade, commerce and 
intercourse within a State (in addition to inter-State 
trade) in Article 302 and the requirement of pre
vious sanction of the President in the Proviso to 
Article 304(b) is against the basic principles of fe
deralism and amounts to "unjustifiable restriction 
on the legislative autonomy of the States". 

Historical Background of the Provisions in Part Xlli 

18.3.07 In order to appreciate all aspects of the 
question in the right perspective it is necessary to 
have a look into the background of the provisions in 
Part XIII. It is well-known that before Independence 
in 1947, nearly one-third of the territory of Indi~ 
consisted of numerous 'Native States', governed by 
Indian Princes. Many • of these States claimed 
varying degrees of sovereign rights subject to li
mitations imposed by the paramount power. These 
States in exercise of their power imposed taxes and 
erected tariff barriers impeding the flow of trade, 

(6) Prag lee Mills Vs. Union of India (AIR 1978 SC 1296)
seo observation of H.M. Beg. CJ, Para (9). 

(7) Manick Chand Paul Vs. VOl (AIR 1984 SC 1249) and 
Bishamber Vs. State of U.P. (AIR 1962 SC 33). 

(8) Basu, D.D.-Comparative Federalism, (1978), page 449. 

501 

commerce and intercourse between themselves and 
the rest of India. In this matter, British India was 
~overned by the provisons of Section 297 of the 
Government of India Act, 1935. Between 1947 and 
1950, the process of the merger and integration of 
the erstwhile Princely States with the rest of the 
country was accomplished. With this knowledge of 
the trade barriers and tariff walls which had been 
erected by the erstwhile Princely States, the imperative 
need for ensuring free flow of trade, commerce 
and intercourse throughout the territory of India 
became deeply impressed on the mind of the Con
stitution makers. 

Primary Object and Aim of Part XIII-Atiabari 
Case 

18.3.08 The Supreme Court has, after a brief 
survey of this political and Constitutional back
ground, in Atiabari Case, ibid.- nearly brought out 
the main objects and reasons which weighed with the 
Constitution-mokers in formulating the scheme and 
content of the Articles in Part XIIII, as follows : 

"In drafting the relevant Articles of Part XIII 
the makers of the Constitution were fully cons
cious that economic unity was absolutely essential 
for the stability and progress of the federal polity 
which had been adopted by the Constitution for 
the governance of the country. Political freedom 
had been won, and political unity which had been 
accomplished by the Constitution, had to be sus
tained and strengthened by the bond of eco
nomic unity. It was realised that in course of 
time different political parties believing in different 
economic theories or ideologies may come in 
power in the several constituent units of the Union 
and that may conceivably give rise to local and 
regional pulls and pressures in economic matters. 
Local or regional fears or apprehensions raised 
by local or regional problems may persuade the 
State legislatures to adopt remedial measures 
intended solely for the protection of regional 
interests without due regard to their effect on the 
economy ofthe nation as a whole. The object of 
Part XIII was to avoid such a possibility. Free 
movement and exchange of goods throughout the 
territory of India is essential for the economy of 
the nation and for sustaining and improving living 
standards of the country. The provision contained 
in Article 301 guaranteeing the freedom of trade, 
commerce and intercourse is not a declaration of a 
mere platitude, or the expression of a pious hope 
of a declaratory character; it is not also a mere 
statement of a directive principle of State policy; 
it embodies and enshrine~ a principle of paramount 
importance that the economic unity of the country 
will provide the main sustaining force for the 
stability and progress of the political and cultural 
unity of the country. In appreciating the signi
ficance of these general considerations we may 
profitably refer to the observations made by, 
Cardozo J. in Charles H. Baldwin v. G. A. F. 
Seeling (1934) 294 US 511 at p. 523 : 79 Law Ed 
I 032 at p. I 033 while he was dealing with the com
merce clause contained in Article I, 5. 8, cl. 3 of 
the American Constitution. "This part of the 
Constitution", observed Cardozo J., "was framed 
under the dominion of a political philosophy less 



parochial in range. It was framed upon the theory 
that the peoples of the several states must sink 
or swim together and that in the long run pros
perity and salvation are in union and not division".• 

18.3.09 Further elucidating the objectives and 
importance of these provisions for the economic 
integrity of the Nation, the Supreme Court in 
Automobile Transport Case, ibid, observed : 

"There were differences of language, religion, etc. 
some of the Provinces were economically more 
developed than the others. Even inside the same 
province threre were under-developed, developed. 
and highly developed areas from the point of 
view of industries, communications, etc. The prob
lem of economic integration with which the Cons
titution-makers were faoed was a prob'em with 
many facets. Two questions, however, stood 
out: one question was how to achieve a federal, 
economic and fiscal integration, so that economic 
policies affecting the interests of India as a whole 
could be carried out without putting an ever-increa
sing strain on the unity of India, particularly in the 
context of a developing economy. The second 
question was how to foster the development of 
areas which were under-developed without creating 
too many preferential or discriminative barriers".1o 

18.3.10 The provisions contained in Part XIII 
have to be considered together, in order to gather 
the true extent of the freedom and the limitations 
on it. At first sight it would appear that there is a 
mix up of exceptions upon exception in these pro
vis'ons. The pertinent observations of the Supreme 
Court in this connection are : "In evolving an in
tegrated policy on this subject our Consitution
makers seem to have kept in mind three main con
siderations which may be broadly stated thus : first, 
in the larger interests of India there mu~t be free 
flow of trade, commerce and intercourse, both inter
State and intra-State; second, the regional interests 
must not be ignored altogether; and third, there 
must be a oower of intervention by the Union in 
any case of crisis to deal with particuh r problems 
that may arise in any part of India".11 

18.3.11 In the same case, analysing the words 
"sh• II be free" S•tbba Rao J. oose<i three questions. 
Firstly, 'what is free,' secondly, 'free from what', 
and thirdly, 'where is it free'. Dealing with the ques
tion 'Where is it free', the learned Judge observed 
that the Expression 'throughout the territory of India' 
demarcates the extensive field of operation of the 
said freedom. The use of the words 'territory of 
Tndia', instead of 'among the several States' found 
in the American Con,titution or 'among the s·ates' 
found in the Australian Consitution, removes all 
inter-State or inter•-State barriers and brings out 
the idea that for the purpose of the freedom declared, 
the whole country is one unit. Trade cannot be free 
throughout India if barriers can be erected in any 
part of Tndia, be."it inter-State or intra-State. Thus, 
Articl~ 301 gu•rantees freedom of trade, commerce 
and intercourse throughout the territory of India. 

(9) Atiabar; Tea Co. Ltd. Vs. State of Assam AIR 1961 
SC 232, p. 247, para (34). 

(10) Automobile Transport (Rajasthan) Ltd. Vs. State 
of Rajasthan (AIR 1962 SC 141~). 

(II) op. cit, p. 1416. 
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18.3.12 The freedom guaranteed in Article 301 
has been made expressly subject to the other pro
visions of Part XIII. As noticed above in Para 
18.2.02, th~se provisions contain a two-fnld princinle. 
Firstly, Parhament may impose ~uch restrictions 
as may be required in public interest, on the freedom 
of trade, commerce or intercourse between one State 
or another or within any part of the territory of India. 
Secondly, the power to impose reasonablee restric
tions bv StM~s is m'de st>bject tn obtr inirr th srrc
tion of the President before a Bill in this regard can 
be introduced or moved. Thus Parliament may 
itself impose restrictions and the Union may also 
prevent a St•te from olacing restrictions if they are 
against national interest. 

18.3.13 The need for empowering pArliment to 
place restrictions on trade and commerce even within a 
State is obvious. Ours is a vast country with 
varying economic potentiality and considerable 
rleferences in regard to existing levels of development. 
The Union's responsibility in respect of cer
tain matters may, therefore, entail regulating Trade 
and Commerce even within a State for Pchieving 
national objectives. For example, the-e is the need 
to protect the in•eres•s of the weaker sec•ions of 
our community like the tribal oeople, etc. Indiscri
minate exploitation of natural resources in one 
State, for example, denudation of forests, m1y have 
far-reaching implications for other States which may 
be effe~ted by Floods, silting up of reservoirs, etc. 
Such situations may require imposition of restr'ctions 
on trade even within the State. The importance of -
Parliamentary control over intra-State trade is also 
significant where centres of production of certain 
commodities are situated entirely within a State 
hut the centres of consumption are located outside 
the State. 

\ 

18.3.14 We have observed in the Chaoter on 
"le~slative Relations" that intra-State trading ac
tivit~s often have a close and substantial relation 
to inter-State trade and commerce. State laws 
though purporting to regulate intera-State trade. 
may have implications for ;nter-State trade and 
commerce. These may impose discrirninatorv taxes 
or unreasonable res'rictions, impeding the ·freedom 
of inter-State trade and commerce. If cal use (b) of 
Article 304 is deleted, the commercial and economic 
uni~ of the co~ntry may be broken up by State laws 
settmg up bamers to free flow o • trade and inter
course throHgh parochial or discriminatory use 
of thier powers. The suggestion of the State Govren
ment is not workable even from a functional stand
point. 

I ~.3.15 From a. broad conceptual angle, the sug
~estlon for excludmg intera-State trade and commerce 
from the purview of Article 302 and for deletion of the 
Proviso to Article 304(b) does not stand close scru
tiny. It is not in . consonance with the prevailing 
concept of federahsm. It presumbly draws inspi
ration from the antiquated and obsolete theory of -
federalism, according to wh;ch, two levels of go
vernment were supposed to function in water-tight 
comoartments in isolation from each other. Such 
a "dual" federalism is nowhere a functional 
reality in the modem world. Even in the co-called 
classical federation of the United States of America 



federalism is now a dynamic proocss of government, 
a system of shared responsibilities and cooperative 
action between the three tiers of government. The 
Constitution-framers were conscious of this reality. 
Indeed, the very scheme of Articles 301 to 304 which 
imposes limitations on the legislative powers of the 
Union and of the States, both with respect to inter
State and intra-State commerce and intercourse, is 
expected to be worked in cooperation by the Union 
and the States. The mere fact that Article 303(2) 
gives an exclusive power to Parliament to make a 
discriminatory law for dealing with a situation of 
scarcity of goods, or that the Proviso to Article 304(b) 
gives a supervisory power to the Presi<'ent (i.e. Union 
Council of Ministers) over a State legislation seeking 
to impose restrictions on inter-State or intra-State 
trade, is not a good enough argument to hold that 
these are anti-federal features making unjustifiable 
encroachment on the autonomy of the States. No 
doubt, these features give due weightage to the 
Union. But the scheme of the Articles in Part XIII 
considered as a whole, is well-balanced. It reconciles 
the imperative of economic unity of the Nation 
with interests of State autonomy by carving out in 
clauses (a) and (b) of Article 304, two exceptions 
in favour of State legislatures to the freedom guaran
teed under Article 30 I. 

For the foregoing reasons, including those·which 
we have set out in the Chapter on "Legislative Re
lations," we cannot support these suggestions of 
the State Governments. 

4. NEED FOR AN AUTHORITY UNDER 
ARTICLE 307 

18.4.01 Several State Governments are in favour of 
setting up an authority contemplated in Aricle 307. 
Some of them consider that such an 'authority' may 
be useful in the context of enforcement of laws re
lating to essential commodities and settling questions 
of taxation, cesses, duties, octroi rates, etc. One of 
them has also referred to the need for continuous 
appraisal of the various fiscal laws as well as exe
cutive decisions and measures which the Union and 
the States took from time to time and which impinge 
on unfettered trade, commerce and intercourse within 
the country. The Chambers of Commerce interviewed 
by us have also emphasised the need for setting up of 
an authority contemplated by Article 307, specially 
for recommending measures to rationalise or modify 
restrictions imposed by the different States. 

18.4.02 Two States have suggested that the Inter~ 
State Council proposed by them under Article 263, 
can perform the functions of the 'authority' contem· 
plated in Article 307, and, therefore, there is no need 
for setting up a separate authority for this purpose. 

18.4.03 The Government of India does not C<'n· 
sider it necessary to set up such an authority. The 
Department of Civil Supplies has expressed its 
view as follows·: 

"Since the situations keep on changing from time 
to time in the country, the Ministries at the Centre 
should be able to respond to such situations more 
promptly and appropriately because they have the 
readily available advice with them of experts, legal 
opinion, information from various parts of the 
65-32S/87 
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country and views of the producing and consum 
ing States, etc. The establishment of an authority 
under Article 307, would only cause delays, con· 
flicts and controversies among the various States/ 
regions. Moreover, the authority if established, 
can only be a data collecting, deliberative and ad· 
visory body but not a decision making authority 
which still shall have to rest with the Central 
Government. The Department, therefore, does 
not consider the necessity of setting up of an 
authority under Article 307 of the Constitution to 
settle issues among the various States." 

18.4.04 The whole field of freedom, f trade, com
merce and intercourse bristles with complex questions 
not only in regard to Constitutional aspects but "lso 
in respect of the working arrangeme:~ts on account 
of impact of legislation of the Union on the powers 
of the States and the effect of legislation of both the 
Union and the States on free conduct of trade, com· 
merce and intercourse. Trade, Commerce and inter· 
course cover a multitude of activities. Actions of the 
Union and State Governments have wide-ranging 
impact on them. Legislative and executive actions 
in the field of licencing, tariffs, taxation, marketing 
regulations, price controls, procurement of < ssential 
goods, channelisation of trade, and controls over 
supply and distribution, all have a direct and im
mediate bearing on trade and commerce. Innumer
able laws and executive orders occupy the field today. 
This has led to an immensely complex structure. Many 
issues of conflict of interests arise everyday. It 
is not inconceivable that measures instituted at a 
given point of time to meet specific situations con
tinue to hold the fi,ld notwithstanding the fact that 
either the need for them has disappeared, making 
them redundant, or changed circumstances call for 
drastic modifications. 

18.4.05 We are, therefore, of the view that it 
would be advantageous to constitufe an authority 
under Article 307. It should be an expert body. 
Being removed from the pressures of day to d!!Y ~d

. mini~tration it would be able to formulate objective 
views, taking into account the long term persp~tive, 
in regard to various intricate problems relatmg to 
trade, commerce and intercourse. Being an expert 
consitutional body it would also inspire confidence 
among the various States and other i~terests. Sl!ch 
an expert body would be eminently smted to stnke 
a proper balanct> between freedom of trade and the 
need for restrictions in order to foster development 
with social justice. 

18.4.06 The next point for consideiation is whe
ther this function can be discharged by the Inter
Governmental Council (JGC) and National Econo
mic and Development Council constitute,<~ under 
Article 263. The lnter-Govermental Council o~ the 
National Economic and Development Council re
commended by us is the highest lev~! pol!tical body 
for considering various issues of nal!<'~al Imporiance 
in the tconomic sphere. The nee~ Ill ~he prest>nt 
context is, how ver, not for cons1deral!on ~t !he 
highest political level but for expe~t ~xarrmaticn 
of various complex issues in an objective man!ler 
to enable the political executive to take appropn.ate 
decisions. We are unable to agree to the suggestion 



that the ~uties and functions of the authority con
tempated in Article 307, may be entrusted to the 
Inter-Governmental Council or National Economic 
and Development Council. 

18.4.07 Considering the intricate nature and the 
need for objective examination of the wide-ranging 
issues connected with the freedom of trade, com
merce and intercourse, we recommend that an 
expert authority should be constituted under Article 
307. Among other things, such an authority may 
be enabled to : 

(a) survey and bring out periodically a report 
on the restrictions imposed on intra-State and 
inter-State trade and commerce by different 
governments and their agencies ; 

(b) recommend measures to rationalise or modify 
the restrictions imposed to facilitate free 
trade and commerce ; 

(c) examine complaints from the public and the 
trade in this regard; and 

(d) suggest reforms in the matter of imposition, 
levying and sharing of taxes for purposes 
of Part XITI of the Constitution. 

18.4.08 The ambit of Article 307 is wide enough 
to bring all matters relevant to freedom and re
gulation of trade, commerce and intercourse within 
the purview of such an authority 'for carrying out 
the purposes of Article 301, 302, 303 and 304'. It 
is entirely left to the judgment of Parliament to clothe 
the 'authority' under Article 307 with such powers 
and duties as may be considered necessary. Such an 
'authority' may have both an advisory and executive 
role with decision-making powers. We are of the view 
that to begin with. such a statutory authority may 
be assigned an advisory role only. In course of time, 
in the light of experience gained, such additional 
powers, as may be found necessary, can be con
ferred on it to make it an effective body for promoting 
and maintaining the commercial and economic 
unity of India. 

5. RECOMMENDATIONS 

18.5.01 Free flow of trade, commerce and inter
course within and across inter-State borders is an 
important pre-requisite for ensuring economic unity, 
stability and prosperity of a country having a two
tier polity. Limitations for the common good are 
inherent in such"freedom, least it should de-generate 
into a self-defeating licence. 

(Para 18.1.01) 

18.5.02 Notwithstanding the fact that the word 
•reasonable' is not used in Article 302, al aw imposing 
restrictions under Article 302, would be open to 
judicial review on the ground that it has no reason
able nexus with the public interest alleged. The 
proposal for insertion of the word 'reasonable' 
before the word 'restriction' in Article 302 is thus 
merely of theoretical significance and cannot be 
supported. 

(Paras 18.3.03, 18.3.04 and 18.3.05) 

18.5.03 Intra-State trading activities often have 
a close and substantial relation to inter-State trade 
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and commerce. State laws though purporting to 
regulate intra-State trade may have implications for 
inter-State trade and commerce. These may impose 
discriminatory taxes or unreasonable restrictions 
impeding the freedom of inter-State trade and com
merce. If clause (b) of Article 304 is deleted, the 
commercial and economic unity of the country may 
be broken up by State laws setting up barriers to 
free flow of trade and intercourse through parochial 
or discriminatory use of their powers. 

(Para 18.3.13) 

18.5.04 The scheme of the Articles in Part XIII, 
considered as a whole, is well-balanced. It re
conciles the imperative of economic unity of the Na
tion with interests of State autonomy by carving out 
in clauses (a) and (b) of Article 304, two exceptions 
in favour of State legislatures to the freedom guaran
teed under Article 301. 

(Para 18.3.14) 

18.5.05 The whole field of freedom of trade, 
commerce and intercourse bristles with complex 
questions not only in regard to constitutional aspects 
but also in respect of the working of the arrange
ments on account of impact of legislation of the Union 
on the powers of the States and the effect of legis
lation of both the Union and the States on free 
conduct of trade, commerce and intercourse. Con
sidering the intricate nature and the need for objective 
examination of the wide-ranging issue connected with 
the freedom of trade, commerce and intercourse, 
it is recommended, that an expert authority should 
be constituted under Article 307. Among ohter 
things, such an authority may be enabled to : 

(a) survey and bring out periodically a repon 
on the restrictions imposed on intra-State 
and inter-State trade and commerce by diffe
rent governments and their agencies ; 

(b) recommend measures to rationalise or modify 
the restrictions imposed to facilitate free 
trade and commerce ; 

(c) examine complaints from the public and the 
trade in this regard ; and 

(d) suggest reforms in the matter of imposition 
levying and sharing of taxes for purposes of 
Part XIII of the Constitution. 

The ambit of Article 307 is wide enough to bring 
all matters relevant to freedom and regulation of 
trade, commerce and intercourse within the purview 
of such. an authority 'for carrying out the purposes 
of Articles 30 I, 302, 303 and 304'. It is entirely 
left to the judgement of Parliament to clothe the 
'authority' under Article 307 with such powers and 
duties as may be considered necessary. Such an 
'authority' may have both an advisory and executive 
role with decision-making powers. To begin with 
such an authority may be assigned an ar'visory role. 
In course of time in the light of experience gained 
such additional powers as may be ft und necessary: 
can be conferred on it. 

(Paras 18.4.04, 18.4.07 and 18.4.08) 
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CHAPTER XIX 

MASS MEDIA 

1. INTRODUCTION 

19.1.01 Radio and Television are two powe1ful 
systems of mass communication gen~ra~ly denoted as 
Mass Media. These systems fall .w1thm the sc~pe 
of the words "wireless, broadcastmg and other l!ke 
forms of communication" in Entry 31 of the Umon 
List in the Seventh Schedule to the Constitution. 
The legislative and executive powe~s wi~h respec~ to 
these subjects, therefore, vest exclusively m the Umon. 
Both these systems are controlled and owned by the 
Union. 

19.1.02 In this Chapter, we will consider the various 
issues relating to the Radio and Television broadcast· 
ing systems. 

2. COMPLAINTS AND SUGGESTIONS 

19.2.01 Most State Governments have not proposed 
any change in the existing constitutional arrangements. 
However some of them have suggested that broad· 
casting should be transferred to the Concurrent List. 
One of them has stated that since States are responsible 
for a substantial chunk of development activity and 
have in most cases been reorganised on linguistic 
lines. They should have adequate acc~ss to radio 
and television facilities to propagate the1r language, 
culture values development programmes and different 
view p~ints with regard to their special proble!fiS and 
opportunities. It is alleged that the States, particularly 
those governed by parties other than the one 
ruling at the Centre, do n.ot g:t .reasonable a~ess to 
these media on these prem1ses, 1t 1s urged that Broad· 
casting and Television' should be shifted to t~e Con· 
current List. One State Government wants 1t to be 
transferred to the· State List. The general tenor of the 
replies from the intelligentsia is that the two syste~s 
must be run in such a way that they have substantial 
autonomy in the type of information or entertainment 
disseminated. They also desire that direct interference 
in either the content or the quality of dissemination 
should be minimised. It is implied that there is too 
much interference from the bureaucratic __Lsystem at 
present. 

19.2.02 While a large number of State Governments 
have not questioned the placement of Broadcasting 
in List I there is in the replies a general complaint of 
over-centralisation in both these systems. It is alleged 
that this over-centralisation has led to the denial to 
the States, the legitimate use of ~hese med!a for putting 
across their views to the pubhc. For mstance, one 
State Government has said that "Central control over 
such powerful and e_xpanding media has enda~gered 
political controversy m the past and could conce1vably 
do so in the future". Several suggestions have been 
made by the State Governments in this context to 
secure access to these media for themselves. One 
State Government has suggested that "a law be made, 
or the present law be amended, to enable State Go· 
vernments, wherever feasible, to set up their broad· 
casting stations, subject to such conditions or res· 

trictions as necessary in the national interest". Yet 
another State has suggested that "in a country with 
India's size, diversity and complexity of problems, 
it is important that the State Governments are allowed 
parallel jurisdiction over radio and television and the 
Constitution may be amended accordingly." One 
State Government has suggested a special channel 
in the existing systems to be placed at the disposal 
of States so that the listeners of radio and viewers of 
television may have a choice and come to their own 
conclusions. Two State Governments have urged 
autonomy for the AIR and the Doordarshan. 

19.2.03 We will first examine the suggestion for 
constitutional amendment to transfer Broadcasting 
from the Union to the State or the Concurrent List in 
the Seventh Schedule. A radio transmission system 
or a television transmission system works on an ener
gy wave which carries the message across to the re
ceiver system working synchronously on the same 
wave length. As energy waves do not observe any 
boundaries except the boundary of dissipation of its 
energy, national or linguistic boundaries are no bar 
to the reception as long as the energy. can carry the 
message across. If Radio or TV transmission in 
two nations or two linguistic areas work on the same 
wave length, there is quite a chance of the two systems 
interfering with each other. When there is stress 
between two nations or two linguistic areas, such 
interference can lead to greater stress. Therefore, the 
international community has agreed to control the 
wave lengths and bands on which each country can 
work. Every country has to honour this agreement. 
Transmission in each country has to be kept within 
the agreed frequencies. This control over frequencies 
is exercised by the International Telecommunications 
Union. There is no criticism on the working of this 
international agreement in the replies received by us. 
What the States seek is control over the message or 
the entertainment dissemination by the system and 
freedom to air their views through the system, 

19.2.04 In a country where a substantial part of the 
citizenry is illiterate or sem1·literate · and the popu
lation, particularly in the rural areas, is not very 
mobile, and they have few opportunities to get infor
mation of men and affairs in the other parts of the 
country, the Radio and the TV are powerful media 
for influencing thinking, attitudes and options of the 
citizenry. Hence every political party seeks to have 
access to the media in the interest of the party, In 
the more educated and enlightened countries, with· 
several systems of mass communication to which 
people have access, the citizen has some means of 
comparing notes and differentiating between propa
ganda and fact. In this country where, as we have 
emphasised elsewhere, parochialism, chauvinism, cas
teism and communalism are pervasive and are acti· 
vely made use of by powerful groups, if uncontrolled 
use of these media is allowed, it may promote centri· 
fugal tendencies endangering the unity and integrity 
of the nation. In the contel\t of the demand of some 



States to have their own broadcasting stations, it will 
be pertinent to quote the views of the Verghese 
Committee :1 

"The propagation of a national approach to India's 
problems, creating in every citizen an interest in 
the affairs, achievements and culture of other re
gions and helping them to develop a national 
consensus on issues which concern the countrv as a 
whole, is of such supreme importance that any 
structure which inhibits this cannot be accepted". 

We agree with these views. Further, the message of 
unity and integrity and the basic cultural links of 
the various parts of the country has to be carried to 
all, especially to the backward areas of the country so 
that the impact becomes effective. From a purely 
economic angle, if other reasons are not conclusive, 
a devolution to the States to have their own broad
casting and control will help largely the richer States. 
The poorer States will not have the resources to avail 
of the freedom and their areas will continue to develop 
without an understanding of the basic unity, further 
strengthening centrifugal forces. The Verghese Com
mittee has also drawn attention to these difficulties. 
If autonomous State level broadcasting corporations 
are also set up, a coordinated approach to many 
complex technical matters such as inter-regional and 
inter-State linkages, will become far more difficult. 
The telecommunication and space facilities which 
are vital for radio and television networks are also 
under the control of the Union. For all these reasons 
and particularly the need to control centrifugal ten
dencies, we cannot support the demand for either a 
concurrent or an exclusive power to the States with 
respect to broadcasting. 

19.2.05 Nevertheless, it cannot be forgotten that it 
is a political party which controls the Union Execu
tive. Lest there be a temptation to use these powerful 
media wrongly in the party interest and not necessarily 
in the national interest, 'Ground Rules' of behaviour 
have to be established and observed meticulously. 
The need for a watch-dog for both the Union and the 
States becomes obvious. We shall deal with these 
aspects in the next section. 

3. DEMAND FOR AUTONOMY 

19.3.01 Two States have pleaded for autonomy for 
the Broadcasting system. A number of intellectuals 
also feel that the systems should have autonomy. 
The Verghese Committee was also of the view that the 
Broadcasting system should be put under a Trust, 
nationally owned and responsible to Parliament and 
given full autonomy except to the extent that the Union 
Government may give directives to refrain from 
broadcasting any matter relating to national security, 
preservation of public order or any other matter 01 
grave public importance. It may also in the case 01 
any national, regional or local emergency direct the 
Trust to broadcast any announcement. 

19.3.02 We have given careful consideration to these 
suggestions. These powerful media have to be used 
in our country in the public interest to further the 
cause of development with social justice and strengthen 
the impulses of modernisation. These audio-visual 
media are of tremendous value in leaping over the 

(I) Report of the Working Group on Autonomy for Akasb-
van< and Doordarshan Vol. para.14 (page 31). . 
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barriers of illiteracy and educating the people. Their 
immense potential should be exploited to foster na
tional unity and in~egrity, an~ to .fight. effectively the 
fissiparous tendencres. Keepmg m v1ew these ob
jectives and their enormous potential for making 
India a strong modern nation (or harming it, if im 
properly used), we are of the view that there can be 
no total autonomy for such powerful media. They 
must continue to be under the control of the Union 
Government, which will be responsible for their proper 
functioning to Parliament. We have no hesitation 
in saying that, till national integrity and unity become 
more firmly rooted than what is obtaining today 
and the pulls of regionalism, parochialism, casteism 
and communalism are substantially reduced, it will 
be premature to consider the grant of uncontrolled 
functional freedom to these powerful media. We 
do recognise the need for reasonable decentralisation 
and freedom in the day-to-day operations of these 
media in a vast country like ours so rich in diversity. 
To play an effective role these systems must, in their 
working, constantly strive for a harmonious adjust
ment between the imperatives of national interest 
and the varied needs and aspirations of the States 
and their inhabitants. We have made certain sugges
tions in this regard in the later parts of this Chapter. 

4. OBJECTIVES OF MASS MEDIA 

19.4.01 The purpose of Radio and Television is to 
entertain, inform and educate. It is possible to divide 
this role into five basic functions even though there 
will be grey areas of interplay. These five roles are 
accepted by all generally. These are :-

1. JOntertainment 

2. Dissemination of news promptly of important 
national and State happenings. 

3. Specific programmes aimed at national integra
tion, emphasising the basic cultural unity of the 
country and the close links in the socio
economic structure overriding chauvinistic con
siderations of caste, community, region and 
religion. 

4. Communication of the policies of the Union 
and the State Governments. 

5. Allowing political parties an access to put 
across their political philosophies. 

19.4.02 It has to be recognised that the bulk of the 
transmission has to be for entertainment. The system 
can draw its clientele, who have to invesfin the re
ceiving system, only by first tempting them with subs
tantial entertainment to their liking, before they can 
be ma.de to listen to polemics. Polemics alone, how
ever Important, cannot hold the audience. Even 
street meetings of political parties have to start enter
taining before getting a crowd of receptive audience. 

19.4.03. It is. imperative ~hat the langtiage of the 
transmiSSion e1ther of. ~ad10. or TV is the regional 
language. Very ~~w c1t1zens m the country are bilin
gual, let alone tnhngual. Whether for entertainment 
?r communicati~n of ideas, unless the language used 
IS one that the listener understa11d<, the transmission 
does not r chi eve its objective. In Raclio where the 
communic~tion is audio, this is absolutely vital. In 
TV, followmg the example of the "Film World" in the 



country, programmes where action predominates and 
very httle understandmg of language i> required to 
enjoy the entertainment, the language barrier can 
poss1bly be overcome. But even in TV, if a specific 
oral message has to be conveyed, action component 
alone cannot make up for the ignorance of the lan
guage spoken. The message will not reach the lis
tener. Theoretically, nobody can contest this basic 
requirement of the use of regional language in broad
casts. How far have the two systems achieved this 
objective? 

19.4.04 There is another aspect of language which 
so far has not been appreciated. One common 
criticism is that, though vast areas are demarcated as 
Hindi-speakiryg in the country, the areas have a large 
number of d~alects, such as, Braja Bhasha, Maithili, 
Avadlzi. Blzojpuri, Khadiboli, etc.-which may not be 
understood by people speaking one or the other Hindi 
dialects. Some observers have pointed out that both 
Radio a1~d TV, by. following a certain uniformity in 
the Hmd1 they use 111 broadcasts, have passed on this 
colloquial UJ~iformit~ to all the Hindi-speaking areas 
thereby creatmg a umf orm language understood by the 
vast array of hstener and viewers. This capacity of 
the Radio and TV to create a uniform language over 
vast areas has .no~ been exploited in creating the Hindi 
that the Conshtutwn-makers contemplated. S1milarly 
in the non-Hindi speaking States, where each languag~ 
zone really comprises several dialects, a uniform 
acceptable version is desirable to avoid dialect chau
vinism. The potential of the media to develop such 
a language has not be7n explored. Of late, provision 
has been made for Simultaneous translation of the 
proceedings of major conferences 0f international 
agencies. 

19.4.05 Article 351 of the Constitution reads as 
follows :-

"351. Directive for development of the Hindi 
language-It shall be the duty of the Union to 
promote. the spre~d of the Hindi Language, to 
develop 1t so that 1t may serve as a medium of ex
pression for all the elements of the composite culture 
o~ India a.nd to s~cure i!s en~ichment by assimilating 
Without mterfenn.g w1th 1ts genius, the forms, 
style and expresswns used in Hindustani and in 
the other languages of India specified in the Eighth 
Sch.edule, and. by drawing, wherever necessary or 
demable, for 1ts vocabulary, primarily on Sanskrit 
and secondarily on other languages." 

It is clear that both the Radio and TV transmission 
systems in the ~ountry have a ~uty to promote actively 
the expressed mtentwn of th1s Article. We recom
mend that the directive of this Article should be pur
sued with imaginat!on, vision and tact by the Union 
Government. Ennchment of the Hindi bro2 dcasts 
over the m~di~ s!wuld be sought, on high priority 
bas1~, by assnmlatmg common words from Hindu
slam and the other languages referred to in this Article 
so that all people get used gradually to a unifor~ 
vocubulary at least for certain"common .. terms"all over 
the country. ~ · 

19.4.06 To understandlthe nature of the complaints 
and assess how far the friction can be eased, it is neces
sarv to examme tl]e p~esent status of the media and 
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the controls exercised in the interest of fairness bet
ween the Union and the States and the objectives of 
national unity and integrity. 

19.4.07 Both the media are owned by the Union 
and run directly through expert technical staff with 
separate directorates for Radio and Television. Both 
are subordinate offices of the Ministry of Information 
and Broadcasting. The Radio system is known as 
tl.~ All India Radio or Akashvani. In Tamil Nadu 
alone it is known as "Vanoli" and not "Akashvani". 
The T.V. system is known as Doordarshan. As the 
status of the 'Art' and the controls in the two systems 
are very different, it is desirable to consider each system 
,eparately. 

5. ALL INDIA RADIO 

19.5.01 Evey region has its own radio transmission 
station where programmes arc developed and trans
mitted. The bulk of the transmission is on the Medium 
Wave and can reach all places in the region 
and beyond, depending on atmospheric conditions 
and strength of the receiving set. Transmission in 
each region is generally in the local language and there 
are programmes in English and other languages 
which are prevalent in the region. As radio receiving 
sets can be tuned to various wave lengths, the listener 
has the option of. 11stening to the programme he 
likes. He has only to own a set of the requisits stren
gth, to have a wide choice of language and quality. 
rhus the language problem is not acute in the radio 
system. 

19.5.02 National programmes and National news 
broadcasts from Delhi are given specific channels 
and times in the regional stations for relay of the 
broadcast to the region. National programmes 
have both educational and ·entertainment value· 
Subjects are of interest to the nation. National news 
broadcasts cover both international and national news 
of general interest. It has both English and Hindi 
versions, except in Tamil Nadu where, instead of Hindi, 
there is a Tamil news broadcast. This latter is deemed 
necessary since, in Tamil Nadu, not many follow 
Hindi. The news is to be understood by as large a 
population as possible. 

19.5.03 As each linguistic region has its own broad
casts on its separate wave length, and sometimes on 
more than one wave length for separate programmes 
at the same time, there cannot be much complaint 
of language difficulty. Each region has its own news 
broadcasts to satisfy local interest. The listener has a 
choice of programmes, if he is prepared to invest in a 
radio set of sufficient strength. The complaint in 
Radio Broadcast is in regard to the coverage available 
to the State Governments for communication of their 
policies and in allowing political parties adequate 
access to put across their political philosophy. We 
shall deal with these later. 

19.5.04 All the States including small States and 
Union Territories, excepting the Union Territories of 
Lakshadweep, Daman and Diu, and Dadra and 
Nagar Haveli, have independent radio stations. There 
are 91 radio stations in the entire network. Some 
stations have more than one transmitting facility 
of varying strengths. The Proposals of the Ministry 
of Information and Broadcasting for inter-linking 
!Ill radio statioQ.s through the INSAT link may be 



seen at Annexure XIX.l. As the All India Radio 
has an integrated administration, it will have the 
competence to select programmes from any stat10n 
and broadcast them to other stations through INSA T 
when the chain becomes complete. Thus the planning 
for the future is fully in accordance with what the 
country needs. It is necessary that the system be
comes fully linked as quickly as possible. 

6. TELEVISION 

19.6.01 The Television system in the country has 
many limitations. The transmission is limited to 
about seven hours a day on week days and 16 hours 
on Sundays, except when events like cricket, tennis 
and fooball matches of international importance are 
broadcast sometimes, for the entire period of their 
duration. Creation of the software for even these 
limited hours of broadcast is an expensive and highly 
technical problem. So much so, that some of the 
time is occupied by showing cinematographic films 
sometimes as old as thirty years. Out of the daily 
seven hours the period from 8.40 pm to 11.15 pro is 
known as prime time when it is expected that viewers 
will be in maximum numbers. Every interest wants 
to occupy this prime time. There is a lot of controversy 
on the occupation of prime~ time by the National 
Programme and allocations for State programmes in 
this period. The language controversy is quite acute 
so far as Television is concerned. 
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19.6.02 We pointed out to the Ministry of Informa
tion and Broadcasting that, basically, Hindi and 
English are the only principal languages used in the 
National Programme at present. Since, in many 
of the States in the South, the people do not under
stand Hindi and the large rural masses throughout 
India do not understand English, the Ministry was 
asked to indicate how the national programme is able 
to serve the purpose of national unity and integration. 
The Ministry was also asked whether it was not possi
ble to think in terms of programmes in the regional 
broadcast in the local languages of the region. 

19.6.03 In its response, the Ministry of Information 
and Broadcasting has observed that Hindi and English 
are used in the spoken-word related items included in 
the National Programme because these are undoubte
dly the most widely understood languages among the 
TV viewing population in the country. The Ministry 
has also stated that the objective of promoting na
tional integration and unity is sought to be achieved 
through the National Programme by including in it 
items produced by various regional centres reflecting 
regional culture, folk • art, music, dance, crafts, well 
known institutions, etc. The developmental activities 
in different parts of the country are also projected 
through appropriate items in the National Programme. 
The reply does not answer the basic criticism that 
programmes in languages other than the local, fail 
to convey effectively the message sought to be com
municated. It is also pertinent to note that the Na
tional Programme occupies !55 minutes out of a total 
of 345 minutes of prime time viewing. We are of the 
view that the purpose of promoting national integration 
can only be served through programmes of na
tional importance conveyed in the local language. 

19.6.04 The Ministry of Information and Broad
easting -has-. further stated that schemes have been 
ln~luded In the Seventh Five Year Plan to introduce 

a three-tier service. It is envi_saged that. each maj_or 
State in the country will have tts o:ovyt p~tmary servtce 
in the language of the State, ongmatmg fron:t the 
Doordarshan Kendra at the capital and avatlable 
throughout the State. I.t will carry progra~mes of 
interest to various secttons of the populatiOn. . A 
Pro!!Tamme Production Centre at the State capttal, 
Iink~d to transmitters in the State through microwave 
circuits or satellites, is essential for this purpose. They 
hope that by the end of the seventh Plan, all States and 
Union Territories (excluding Lakshadweep, Daman 
and Diu, and Dadra and Nagar Haveli) wil! have .a 
Pro!!Tamme Production Centre at the respective capt
tats~ Provision has also been made in the Seventh 
Plan of Doordarshan for satellite uplinks and addi
tional dedicated microwave links to connect the trans
mitters in individual States with the Programme Pro
duction Centre at the respective capitals of major 
States. It would thus be seen that efforts are already 
under way to introduce programme services in res
pective languages in major States. 

No doubt, these efforts have a long way to go, 
but the direction, in our view, is correct. 

19.6.05 Many areas in the country today receive 
only the programmes broadcast from Delhi. In the 
non-Hindi speaking areas these programmes in Hindi 
and English are not understood by the masses who 
are unlettered. In the Hindi-speaking areas, though 
programmes in English may pose a difficulty, there is 
a greater chance of the Hindi Programmes being under
stood particularly if the Hindi used is of the type 
commonly understood. We would suggest that, 
in order to get the maximum benefit in as short a time 
possible, those areas which suffer from the maximum 
handicap in following Hindi and English broadcasts 
should be accorded the highest priority in linking them 
with the regional broadcasts. 

19.6.06 The information received from the Ministry 
of Information and Broadcasting shows that out of 
sixteen Production Centres, only eight produce pro
grammes in their respective regional languages for a 
d_uration of about three hours daily. The remaining 
etght have, even now, to depend upon the Delhi 
trans_mission. Creation of software is apparently 
provmg a problem. In the matter of entertainment 
~his does not appe~r to have created much difficulty, 
tf sale of TV sets m the country is taken as an indi
cation of viewer participation. The National Pro
gramme, at present, occupies the period from 8.40 
~~ to I Ll5 PM. This i~ in Hindi and English. 
. hts contams both entertamment and information. 

. \s the information programme is only in Hindi and 
English,_ our c:ommen_t about the language broadcast 
for natiOnal mtegrat10n becomes specially relevant. 

19.6.~7 The objective should be to see that every 
production centre produces sufficient software in the 
lang1:1age or l~nguages of the region to occupy all but 
the ttme. re9mred or accepted as reasonable for English 
an~ Hm?t b~oadcast. Propagation of ideas of 
nat~onal mtegnty and unity will have to be in the 
regiOnal lan~age if they are to be understood by the 
targeted audtence. National news will have to be 
t~anslated into . t~e. local languages and broadcast 
stmultaneously, tf 1t 1s our objective to reach the largest 
number of population. This translation system haa 
yet to evolve. We recommend that early attention 



bo paid to the setting up of arrangements for simul
taneous transmission or dubbing of the broadcasts 
into regional languages. 

19.6.08 The main complaint of the States is about 
the near monopoly of the Ntaional Programme from 
8.40 to 11.15 pm which is considered to be the prime 
time of all transmission. Over and above this, the 
National Programme is made use by those stations 
where their own material has not come up to the 
amount of time available on the transmission. It 
will be neither correct nor enough to say that the 
Production Centres will not be able to produce sufficient 
software in the local or prevailing language of the 
area for a substantial. part of the broadcasting time. 
If there is any difficulty, this should be solved first. 
The entire National Programme of nearly 3 hours 
of broadcast which is mainly in Hindi and English 
is not of much use to the viewers in the non-Hindi 
region except, may be, in any entertainment which 
does not need much of ' language sensibility. Parti
cularly, news in English or Hindi as we have already 
pointed out, does not carry much message to a large 
part of the illiterate and semi-literate population in 
the non-Hindi speaking States. The plea that the 
national programmes promote national integration 
loses its validity if the programme is not in the lan
. guage which is understood, by the intended viewers. 

19.6.09 We recommend that the language of trans
mission for purposes of national integrity and news 
dissemination should be the language of the region. 

16.6.10 We further recommend that there need not 
be uniformly rigid earmarking of a particular time 
period for the national programme in English or 
Hindi. It should be left to the Stations to decide 
whether a national or other programme which is 
locally preferred and understood should be trans
mitted during the prime time. Such an arrangement 
will enable local stations to take care of the fact 
that prime time for urban and rural parts are different 
and prime time may also vary froni region to region. 
This will answrer the various complaints voiced before 
us about "time-sharing". 

19.6.11 In 1984, a Working Group of the Ministry 
of Information and Broadcasting (Joshi Committee) 
had drawn attention to the fact that a substantial part 
of the news coverage was urban-biased. As a result, 
matters of rural interest and rural development were 
not particularly brought before the viewers. It is 
an agreed policy that importance should be given to 
general development of the country including- rural 
development in news coverage. From the explanation 
given by the Ministry of Information and Broadcasting, 
it is seen that, in the Seventh plan, this gap is proposed 
to be filled by utilising the mobile field units to transmit 
from the field to the broadcasting stations materials 
for the general broadcast. It may be examined whe
ther extended use should not be made of this mode of 
news coverage, particularly when more time will be 
available for local broadcasting, if our recommenda
tions are accepted. Incidentally, on the Radio, there 
bas been local news broadcasting for the rural areas 
for quite a long time now. In this context, the fact 
that the prime time for rural areas is quite different 
from that in urban areal needa to be kept in 
view. 
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7. CODES AND CONTROLS 

19.7.01 The main criticism of State Gover1 nments in 
the use of the media by the Union is over-cen1 :ralisation 
and lack of facilities for themselves to p ut across 
their views. Communication of the policic :s of the 
Union and the State Governments is an important 
aspect of the role of the media. This communication 
is usually made by the Prime Minister or an important 
Minister of the Union Government and 1 :he Chief 
Minister or an important Minister of a State: Govern
ment. A few examples of friction in the 1 matter of 
State Cl;iief Minister or State Ministers getting access 
to the media have been brought to our n: otice. In 
order to ensure that the media are not usee i for dis
ruptive purposes, certain Ground Rules h 1ave been 
laid down for observance by All India R .adio and 
the Doordarshan vide Annexure XIX.2. 

19.7.02 We reproduce in Annexure X:IX.3 the 
AIR Code, which is also being used by Doo ·rdarshan. 
Whether the user is an individual or a Mit lister the 
nine. items specified in the ~IR Code are ~ot perr:ussi
ble m the broadcast. Thts proposttton, m our view 
seems to be correct. The authority to ce :nsor any 
such broadcast has been delegated to the Station 
Directors and properly so. As Ministet rs would 
like to have prompt access to the media, an:~ delay in 
approval of the broadcast through a ref en :nee to a 
higher authority, is undesirable. At the Sl1me time 
the human factor being what it is, the Station Director'~ 
authority should not ordinarily be questiom :d except 
where it is palpably incorrect. All concerned should 
~nderstand the constraint~ o~ the situation and help 
m ensmrng that the medta ts not used a1 •ainst the 
larger national interest. The cases as quoted l to us are 
few whereas the broadcasts allowed to it1dividuals 
and Ministers without objection, have beeit large in 
number. We do not think that there is any need to 
amend the existing rules. 

19.7.03 Political parties seek the medium of broad
casting to put across their views to the people .. They are 
equallr bound by th~ Ground Rules of Br< >adcasting 
prescnbed for mdtvtduals. They are giVen specific 
time on the broadcastmg system only at tb 1e time of 
elections. (We have reproduced these Ground 
Rules in Annexure XIX.2). There have beet1 no com
plaints about these Ground Rules before us. If neces
sary, the Inter-Governmental Council ~ (recm nmended• 
by us for being established under Article 263) can 
consider whether any relaxation of the: existing 
'Ground Rules' for use of the broadcastit ~g system 
for political purposes should be allowed, ; md if so 
under what conditions. ' 

19.7.04 Some States h~ve asked for a Join1: Advisory 
Council and greater say m the working of tl 1e existing 
system. Programme Advis?ry Committees. at :e attached 
to those All Indta Radto Stattons whict 1 originate 
programmes for a duration of not less th.an, 5! hours 
every day. There are such Commtttees m 60 of the 
91 stations now broadcasting. 

19.7.05 We recommend that all broadCitsting sta
tions should have their own Programme Advisory 
Committees. 

2. Chapter IX • •Inter-Governmental Council- Article 263"; 
Paras 9.3.05 and 9.3.06. 



111.7.06 Rules relating to the constitution and dutiesJ · 
of the Programme Advisory Committees in AIR 
Stations are given in Annexure XIX.4.J Non-Official 
Members predominate and a quorum requires_ at 
least one-third of the non-official members to be pre
sent. We have not received any complaints about 
the composition· of the Programme Advisory Com
mittees. 

111.7.07 But there will be an advantage if a non
political and competent non-official is made Chairman 
and the Station Director is made Deputy Chairman 
of these Committees. 

19.7.08 We recommend that a specific rule may be 
introduced that the State Governments concerned 
should be consulted about the selection of non-official 
members and Chairman of the Programme Advisory 
Committees in their States. Such a provision exists 
in the Instructions on Doordarshan Committees. -
These Committees have the right to discuss the pro
grammes and suggest suitable alterations. If any 
State has got any serious complaints about the use of 
the media, an approach to the Inter-Governmental 
Council would be the solution. 

19.7.09 There are Programme Advisory Committees 
attached also to full-fledged Doordarshan Kendras, 
which originate programmes. (The present instruc
tions are reproduced in Annexure XIX.5). No 
particular complaint has been voiced before us in re
gard to the constitution or the working of these 
Committees. It is a good thing that non-officials 
predominate in these Committees. But it would be 
desirable if the system that we have proposed for 
AIR, is followed in Doordarshan also. 

8. RECOMMENDATIONS 

19.8.01 (a) De-centralisation to a reasonable extent 
in the day-to-day operations of Radio and Television 
IS necessary. 

(b) The two mass media should constantly strive 
for a harmonious adjustment between the imperatives 
of national interest and the varied needs and aspira
tions of thl- States and their inhabitants. 

(Para 19.3.02) 

19.8.02 The directive contained in Article 351 
should be pursued with imagination, vision and 
tact by the Union Government. The Hindi language 
used in broadcasts over the media should be enriched 
by assimilating common words from Hindustani and 
the other languages referred to in the Article, so that 
aU people gradually get used to a uniform vocabulary 
at least for certain common terms all over the coun
try. Steps towards such enrichment of Hindi should 
be taken on a high priority basis. 

(Para 19.4.05 

19.8.03 The purpose of promoting national integra
tion can only be served through programmes of na
tional importance conveyed in the local languages. 

(Paras 19.6.03 & 19.6.09) 

19.8.04 In each region, radio programmes are 
transmitted by the All1ndia Radio in the local language 
as also in English and in the other languages 
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of the rgegion. The proposed inter-linking of all 
radio statiOns through the INSA r hnk wtll enable. 
All India Radio to broadcast programmes of one 
station to other stations. lt.._is necessary that such 
linking of radio stations should be made fully opera
tional as quickly as possible. 

(Parus 19.5.01 & 19.5.04) 

19.8.05 During the Stventh Five Year Plan, Door
darshan proposes to set up, in each State capital, a 
Programme J:'roduction Centre and to link the Centre 
to the transmitters in the State through microwave 
circuits or satellites. While implementing this 
scheme, the highest priority.may.be.accorded to setting 
up such Centres and linking regional broadcasts from 
each State capital with those areas in the State which 
suffer from the maximum handicap in understanding 
Hindi and English broadcasts. 

(Paras 19.6.04 & 19.6.05) 

19.8.06 (a) Every Programme Production Centre 
should produce sutficient software in the language of 
the region so as to occupy all the time except that which 
may be reasonably required for English and Hindi 
broadcasts. Software development should give spe
cial attention to propagation in regional languages 
l l ideas of national integrity and unity. 

(b) Early arrangements may be made for the trans· 
lation of national news boradcasts into regional Jan· 
guages or for the dubbing of such news 10 regional 
languages, as_may be appropriate, and for simultaneous 
translationjdubbmg and transmission. 

(Para 19.6.07) 

19.8.07 Earmarking of a particular time period 
for the national programme in English or Hindi 
should not be uniformly rigid. It should be left to 
each StationjKendra to take intt account the prime 
times for the urban and the rural areas falling within 
its broadcasting range and to decide which progra
mmes should be transmitted and at what time. 

(Para 19.6.10) 

19.8.08 It has been proposed that during the 
Seventh Five Year Plan mobile field units should 
transmit to broadcasting stations the material re
quired for general broadcasts. This mode of coverage 
should be extended to news of interest to rural viewers 
including news on rural development. 

(Para \9.6.11) 

19.8.09 The extstmg restncttons on the broad
casts to be made over the All India Radio and the 
authority given to the Station Directors to ensure 
that ~ proposed broadc~st does not contain prohi· 
bited Items are essential m the larger national interest 
and should therefore continue. 

(Para 19. 7.02) 

19.8.10 The Inter-Governmental Council recommcn· 
ded to be established under Article 263, may con· 
sider "whether any relaxation of the existing Groum 
Rules for political use of the broadcasting system 
should be allowed, and, if so, under what conditions. 

(Para 19. 7.03) 



19.8.11 If a State Government has serious com
plaints about the use of the media, it can approach 
the Inter-Governmental Council proposed in Chapte1 
IX. 

(Para 19. 7.08) 

19.8.12 (a) A Programme Advisory Committee is 
attached to each All India Radio Station or a Door-· 
darshan Kendra which originates programmes for a 
duration of not less than five and a half hours every 
day. A non-political competent non-official may be 
made Chairman and the Director in charge of the 
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Station or Kendra may be made Deputy Chairmau 
of such a Committee. 

(b) All broadcasting stations should have their 
own Programme Advisory Committees. 

(cJ A specific rule may be introduced that the Stat,· 
Gowrnment concerned should be comulted in the 
selection of non-official members and Chairman 
of the Programme Advisory Committees m the 
Stlte. 

(Paras 19.7.04 to 19.7.09) 



ANNEXURE XIX. I 

Proposals of Ministry of Information and Broadcasting for Inter-Linking of AIR Stations through INSAT 

The INSAT system is being used for re-broadcast of Radio 
programmes sent via the uplinks from Delhi, Bombay, Cal· 
cutta and Madras by the other Radio Stations in the network· 
This has resulted in a substantial improvement in the quality 
of the relayed programmes in comparison to the traditional 
mode of programme re-distribution and relay like picking up 
from short wave transmissions and Department of Telecom
munication's Physical Lon.z·haul Telephone Circuits. 

2. Under the pr~sent system, programmes can be sent for 
boing beamed via INSAT only through the uplinks provided 
at four Centres, namely, Delhi, Bombay, Calcutta and Madras. 
It is a felt need that All India Radio stations within a State 
should be able to carry programmes originating from the Radio 
Stations at tho State capitals. Naturally these programmes will 

be in the principal lauguage of the State. With this end in view 
AIR proposes to set up uplinking facilities at 12 other Stat~ 
capitals co-located with the respective Programmes Production 
Centres of AIR. 

3. There is a growing emphasis on the coverage and trans
mission of field-based programmes. This is very relevant for 
programmes meant for farmers and on items of development 
and social relevance. To get this requirement it is necessary 
to acquire "Transportable Communication Terminals". These 
Terminals will be mobile and can be moved quickly from place 
to place. AIR proposes to acquire initially four such Terminals. 
This will enable recording of programmes in remote areas which 
can be directly beamed to the Satellite for reception and re
broadcast by all the transmitters in the network. 

ANNEXURE XIX.2 

MASS COMMUNICATIONll 

(GROUND RULES) 

Scheme of Broadcast over Akasbvani and Doordarshan by Recognised Political Parties during"Elections to tbe Lok Sabba/State 
Assemblies • 

1. Facilities of broadcast on Akashvani and Doordarshan 
may be given to political parties recognised as 'National' parties 
and 'State' parties by the Election Commission under the Elec· 
tion Symbols (Reservation and Allotment) Order, 1968. 

2. (a) In the case of elections to the Lok Sabha, 'National' 
and 'State' parties may be given facilities for broadcasting from 
the principal Akashvani Station and Doordarshan Kendra 
(where there is one) in every State in which general election to 
the Lok Sabha is to be held. 

(b) Broadcast from the principal station in the state will be 
radiated from all other Akashvani Stations in the State. 

(c) In addition,'National' parties may be given facilities 
to have central broadcasts from All India Radio, Delhi and 
Delhi Doordarshan Kendra which will be relayed from all 
AIR Stations/Doordarshan Kendra. 

(d) In the States where a general election to the Legisla
tive Assembly ofthe State is held simultaneously with the general 
election to l.ok Sabha, there may not be any need for giving 
separate time for braodcast/telecast for such Assembly Election. 

3. In case a 'State' party recognised by the Election Com
mission in one or more States under the Election Symbols 
(Reservation and Allotment) Order 1968, fields a sizeable num· 
""r of candtdates for elect ton m a State m whtch tt is not so 
recognised, a gist of the election broadcast made by the said 
'State' party in any one of the States will be covered in the 
regional news bulletins of the Radio Stations in that States. 

4. Broadcast on Akashvani may be of 30 minutes duration 
(in two broadcasts of 15 minutes each). Telecast from Door
darshan may be of 15 minutes duration. 

s. The dates of radio abrodcasts /telecasts will be pre· 
determined in consultation with the Chief Election Com· 
missioner or his representative, in the case of Central and 
National Broadcasts/ telecasts from Delhi, and the Chief Elec· 
toral Officer of the State, in the case of broadcasts/telecasts 
from the principal Akashvani Stations and Doordarshan 
Kendras. 

6. The order in which and the dates on which the various 
recognised political parties may broadcast/telecast from Akash· 
vani and Doordarshan wtll be determmed by draw of matching 
Iota by the authorities concerned as mentioned in item 5 above. 
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7. The time for radio broadcast• and telecasts at the National 
level will be as follow• :-

Broadcast• • 
Telecasto 

• 

• 

Between 9.15 p.m . 
and 9.45 p.m. 

Between 9.20 p.m. , 
and 9.35 p.m. 

The time for the radio broadcasts and telecasts at the State 
level will be between 7.00 p.m. and 9.00 p.m. 

8. The actual persons participating in the broadcasts may be 
chosen by the 'National' or the 'State' parties, as the case may 
be. 

. 9. The broadcasts on Akashvani/Doordarshan will not per· 
m1t: 

(i) criticism of friendly countries; 
(ii) attack on religions or communities; 

(iii) anything obscene or defamatory; 
(iv) incitement to violence; 
(v) anything amounting to contempt of court; 

(vi) aspersions against the integrity of the President anti 
JUdtctary; 

(vii) anjo1hing affecting the unity and integrity of the 
nation; 

(viii) any criticism by name of any person; 

(ix) exhibition of films .on or after the date of issue of nott· 
ficatton under sectton 30 of the R.P. Act 1951 and the 
date(s) of poll projecting the image of cine actors and 
actresses who have joined politics; 

(x) Sponsored programmes b>: political parties to 
telecast/broadcast durmg electton period; 

(xi) telecast/broadcast of programmes of Prime Minister/ 
Chtef MmtSters/MmtSters havmg a direct relation or 
bearing on elections. However, telecast/broadcast of 
programm~s on official activities of the Prime Minister/ 
Chtef MmtSters/Ministers will be permitted. 

No!e : 'The. parties or their representatives shall submit 
the scrtpt of theJt broadcast in advance. • 



10. The 'party' broado .. ts will be in addition to any panol 
discussions or other programmes of political education organi>Od 
in the course of tho ordinary functioning of the boradcasting 
media. 
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II. Tho 'party' broadcasts will be made after tho noti· 
llcation calling for elections is issued and will ho concluded 
forty eight hours before the •nd of the first polling date. 

12. No 'party' will be allotted time either on Radio or 
Doordarshan on Sundays. 

ANNEXURE XIX. 3 
Mass Communication 

A.I.R. CODE 

Broadcasts on All India Radio by individuals will not permit : 
(I) Criticism of friendly countries; 
(2) Attack on religion or communities; 
(3) Anything obscene or defamatory; 
(4) Incitement to violence or anything against maintenance 

of law and order; 
(5) Anything amounting to contempt of Court; 
(6) Aspersions against the integrity of the President, Govern-

nors1 and Judiciary; 
(7) Attack on a political party by name; 
(8) Hostile criticism of any State or the Centre; 
(9) Anything showing disrespect to the Constitution or 

advocating change in the Constitution by violence, 
but advocating changes in a constitutional way should 
not be debarred. 

FooT NoTB: 

(i) If a Station Director finds that tho above Code has 
not been respected in any particular or particulan by an intend· 

ing broadcaster, he will draw the latter's attention to the pas
sages objected to. If intending broadcaster refuses to accept 
the Station Director's suggestions and modify his script ac-
cordingly, the Station Director will be justified in refusing his 
or her broadcast. 

(ii) Cases of unresolved differences of opinion between 
a Minister of a State Govt. and the Station Director about 
the interpretation of the code with respect to a talk to be broad
cast by the former will be referred to the Minister of Informa
tion and Broadcasting, Govt. of India, who will decide finally 
whether or not any change in the text of the talk was necessary 
in order to avoid violation of the code. 

Authoritative interpretation of the Code issued in February, 
1968. 

"This code applies to criticism in the nature of Personal 
tirade either or a friendly Government or of a political party 
or of the Central Government or any State Government. But 
it does not debar reference to and/or dispassionate discussion 
of policies pursuod by any of them." 

ANNI;XURB XIX. 4 

Roles Relating to the Constitution of the Programme Advisory Committees 
l 

Attached to All India Radio Stations. 

I. There shall be one Programme Advisory Committee 
attached to each All India Radio Station. 

Composition 
The Committee will have a Chairman and ofllcial and non· 

official members as indicated below :-

A-Chairman 
The Station Director of the Station. 

B-Membef9 (non-official) 
The number of Non-official members shall ordinarily 

not exceed fifteen. The members shall be representative of 
Cultural, Linguistic and Social interests of the listening area 
which the Station covers. Members of State Legislature and 
Members of Parliament shall be eligible for membership in 
their personal capacity. 
C-Ex-Officia/ Members 

(a) Director General, All India Radio or his representa
tive. 

(b) The Station Engineer of the AIR Station to which the 
Committee is attached. 

(c) The Director of Information/Publicity of the State/ 
Union Territory concerned. 

(d) The News Editor/Asstt. News Editor of the AIR Station 
to which the Committee is attached. 

D-Secretary 
The Assistant Station Director of the AIR Station to which 

the Committee is attached. 

2. Tenure 
The non-official members whose tenure will be two years 

will be nominated by the Minister of Information and Broad
casting. 

3. The Committee will meet twice a year but in addition 
the Chairman may call a meeting at any time considered 
necessary. 

4. The meetings of the Committee will 'be presided by the 
Chairman and in his absence by a nominee of the Directorate 
General, All India Radio. 

5. The agenda for each item will be prepared by the Secretary 
of the Committee and submitted to the Chairman for approval. 
Before preparing the agend~. the Secretary will also invite sug
gestions from members. After approval by tho Chairman, the 
agenda along with intim~tion of the date of meeting will be 
communicated to members at least 14 days in advance. 

6. One third of the effective strength of the 'non-official 
membes of the Committee will form the quorum. If there is 
no quorum at any time. it wiJI be treated as an informal meeting 
and such items of agenda as may be considered necessary will 
be informally discussed by members present. 

7. The Committee will review the programme broadcast 
since the last meeting and discuss the programme plans for the 
ensuing period. The Committee will also make suggestions 
for the improvement of programmes and advise on such other 
matters concerning the planning and presentation of programmes 
of the Station as are referred to the Committee, 
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ANNEXURE XLX.4 (cone/d). 
Sl. Nam! of Station Sl. Name of Station 

8. Questions relating to individual members of the staff No. No. 
or "individual artists or other matters concerning personnel 
or of purely administrative nature will not be discussed by the 
Committee. 19. Jaipur 40. Simla 

9. For attending meetings of the Committee, non-official 20. Jullundur 41. Tiruchirapally 
members will be entitled to travellng allowance admissible 21. Jalgaon ·12. Trivandrum 
under the normal rules. 

22. Jagdalpur 43. Trichur 
10. The non-official members will. in addition to the travel· 23. Jeypore H. Vijayawada 

ling allow.mce admissible under the normal rules, be entitled 
24. Kurseong 45. Visakhapatnam to a fee of Rs. 65/- each per diem as con~ultation fee for atten .. 

ding meetings of the Committees. 25. Lucknow 46. Ambikapur 

Names of AIR Sllltion• to which Programme Advisory Commit- 26. Madras 47. Bhopal 

tees are atlllched. 27. Mathura 48. Bhuj 

28. Mangalore 49. Chhatarpur 
Sl. Narnc of Station Sl. Name of Station 29. Nagpur 50. Gorakhpur 
No. No. 

30. Najibaball. 51. Jammu 

!. Agartala 10. Calcutta 31. Patna 5.2. Kohima 

2. Ahmedabad 11. Coimbatore 32. Pondich~rry 53. I.eh 

3. Auranganad 12. Delhi 33. P.maji 54. Pune 

.J. Alhh•bad 13. Dibrugarh 34. Rewa 55. Port Blair 

5. Aizwal 14. Dharwad 35. RatnJgiri 56. Ram pur 

6. Bangalore 15. Gauhati 36. Ranchi 51. Rajkot 

7. Bombay 16. Hyderabad 37. Rohtak 58. Shillong 

8. Cuttack 17. Indore 38. Raipur 59. Sri nagar 

9. Calicut 18. Imp hal 39. Silchar 60. Udaipur. 

ANNEXURE XIX. S 

Rules Relating to the Constitution of the Programme Advisory Committee Attached to Doordarshan{Upgraha Doordarsban Kendras 

I. General 

There shall be one Progranune · Advisory Commi!!ee 
attached to each Doordarshan Kendra, other than INSAT 
Kendras. 

TI. Composition 

The Committee will have a Chairman and oflkial and non
official members as given below : 

(a) 

(b) 

Chairman : Director of .the Kendra concerned. 

Members : (i) Non-Officials:.-The ·number of non
official members will be restncted to 15. These Members 
will be at least one each from the following disci pi ines/ 
interest groups. 
(a) dance (b) folk art and culture (c) Women's and 
Children's welfare (d) youth welfare (e) Social Welfare 
(f) science (g) humour (h) film/theatre W. sports . ~j) 
literature (k) scheduled caste/tnbe(l) hngms!IC mmoriiies 
(with reference to language of programme production 
by the Kendra..) 

The members of the state legislature and Members 
of Porliament >hall be eligible for Membership in their 
per:;onal capacity. 

(ii) Ex~Oflldo Members 

(a) senior-most ASD{PEX of the Kendra will be 
secretary to the Programme Advisory Commi!!ee, 

(b) Engineering Head of the Doordarshan Kendra/ 
Upgraha Doordarshan Kendra to which the Com
mittee is attached. 

(c) The Director of Information/Publicity of the State/ 
Union .tTerritory _concerned. 

III. Procedure for nomination of Non-official Members : 

(i) The Director of the concerned Doordarshan Kendras 
will propose atlc:\st 3 names of non-official members for each 
of the above disciplines/interest groups as mentioned in para 
H(b) above. The State Government concerned will also be 
consulted through its information & Publicity Wing to give a 
Jist of non·official members. In ca.se no list is received within 
one month, it will be presumed that State Government have 
no views on this subject. The non~officials should be selected 
from within the coverage zone of the · Kendra in the State 
in which it is located. 

(ii) The recommendations of th> officers in this regard will 
be fo:warded by Directorate General, Doordarshan to the 

. Ministry with clear recommendations in respect of upto 15 
non-officials. Separate proposals should be sent in respect of 
each Kendra. 

(iii) The non-official members will be nominated by the 
Ministry of Information & Broadcasting. 

(iv) The Orders for the Constitution of the Commi!!ee will 
be issued by the Directorate General, Doordarshan. 

IV. Tenure : 

~he nomination of non·offidal members on the Programme 
Advisory Committee will be valid for 2 years from the date of 
1~sue ol the orders for the CI)Dstitutinn of the Committee. 

V. Meeting : 

. (i) The meeting of the Committee will be held a!leas! once 
m 6 _months. However, the Chairman may call a meeting at 
any t1me, if considered necessary, in addition to this. 

(ii) The meet in~ of the Committee will be presided over by 
the Ch,.Irman and m ;hiS absence, by a nominee of the Dire
ctorate General, Doordarshan. 



(iii) One third of the effective strength of the non-official 
members of the Committee will form the quorum. If there is 
no quorum at any time, it will be treated as an informal meet· 
ing and such items of agenda as may be considered nocessaty 
will be informally di•cussed by the members present. 

VI. Functions of _the Committee : 
(i) The agenda for each item will be prepared by the Secre

tary of the Committee. Secretary will also invite suggestions 
from members before preparing the agenda. Any member 
wishing to raise a point should intimate to the Secretary 3 weeks 
in advance of meeting. The agenda will be approved by the 
Chairman and will be circulated atleast 15 days in advance. 

(ii) The Committee will revew the programmes broad
cast since the last meeting and discuss the programme plans 
for the ensuing period. The Committee will also make suggestions 
for the improvement of programmes and advise on such matters 
concerning the planning and presentation of the programmes 
of the Kendra to which it is attached, 
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(iii) No question relating to individual members of the 
stat!' or individual staft' artists or other matters concerning per
sonnel or purely administrative matters shall form a part of 
the agenda. 

VII. Travelling Allowance/Dearness Allowance/Fee 

(i) Non-official members will be ~entitled to Travelling 
Allowance admissible under normal rules. 

(ii) The non-official members, in addition to the Travelfi"ng 
Allowance admissible under the normal rules, will be entitled 
to a fee of Rs. 65/- each per diem as consultation fee for agenda 
meeting of the Committee. 

VIII. Directorate General, Doordarshan shall ensure that 
the meetings of the Programme Advisory Committees are held 
in time. Report to this effect should be included in annual re· 
port of Doordarsan, 
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CIIAI'TER XX 

MISCELLANEOUS MA TIERS 

LANGUAGE 
Introduction 

20.1.01 An important issue which has given rise to 
considerable controversy and bitterness between the 
Union and some States is the question of language. 

20.1.02 Language can be a powerful unifying as 
well as a divisive force depending on how it is handled. 
After an intensive debate in the Constituent Assembly, 
a compromise formula was arrived at and the present 
Part XVII (Official Language) of the Constitution was 
adopted. Being a compromise draft it did not, by its 
very nature, fully satisfy those who demanded Hindi 
to he the only official language and others who were 
opposed to it. Part XVII represented a delicate bala
nce which needed to be maintained with care if national 
integrity was to be preserved. But some of the over
zealous proponents of the rival schools tried to 
tamper with the balance no sooner than it was adopted. 
This led to unfortunate consequences. 

20.1.03 Friction in Union-State relations in the 
sphere of language arises out of an apprehension that 
imposition of the language of one section of the·popu
lation on others who have different mother tongues, 
is but a precursor to economic and social domination. 
Service under the Government is one of the major 

', avenues of prestigious employment. Any feeling 
that owing to adoption of the mother tongue 
of one section of the people as official language the 
chances of those citizens whose mother tongue is 
ditrerent and who are not equally proficient in that 
language, would be detrimentally affected gives rise 
to considerable resistance and scope for fissiparous 
forces to exploit the sentiment. It is noteworthy 
that when a foreign language like Persian or English, 
in which all sections of the people had near equal 
disadvantage, was the official language, this kind 
of apprehension was less. As one State Government 
has pointed out, as late as the first half of the nine
teenth century under Maharaja Ranjit Singh, the 
official language of the Lahore Darbar ·was Persian 
and not Punjabi in Gurmukhi script and his domain 
was anything but a nation-state. 

20.1.04 This apart, the use of only one particular 
language as official or State language and for edu
cation in bilingual or multi-lingual areas has also been 
a frequent sources of conflict. 

Constitutional Pmvisions Regarding Hindi 

20.1.05 Part XVII of the Constitution deals with 
'Ofticial Language'. Chapter I of this Part deals 
with 'Language of the Union'. In Article 343 it is 
declared that the official language of the Union shall 

~be Hindi in Devenagari Script. 

20.1.06 Article 343 of the Constitution, inter alia, 
provides for the continued use of English for all 
official purposes of the Union for a period of fifteen 

years from the commencement of the Constitution. 
Clause (3) of Article 343 further empowers Parliament 
to provide for the use of the English language f'or any 
specified purp<hCS even after the expiry of' this 
period of' f'll'lccn years. 

20.1.07 Article 351 of the Constitution casts a duty 
on the Union "to promote the spread of the Hindi 
language, to develop it so that it may serve as a medium 
of expression for all the elements of the composite 
culture of India and to secure its enrichment hy 
assimilating without interfering with its genius, the 
forms, style and expressions used in Hindustani and 
in the other languages of India specified in the Eighth 
Schedule. and by drawing. wherever necessary or· 
desirable, for its vocabulary, primarily on Sansl"·it 
and secondarily on other languages". 

Historical Background 

20.1.08 Towards the end of the period of fifteen 
years indicated in Article 343, the Official Language 
Act, 1963 was enacted by Parliament which provided 
for the continued use of English in addition to Hindi. 
An assurance was given at that time by Pandit Jawa
harlal Nehru that English would continue as an alter
native language for as long as the people required it. 
The decision in this regard was left not to the Hindi
knowing people but to the non-Hindi knowing 
people. 
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20.1.09 Subsequently, a violent anti-Hindi agitation 
erupted in some areas when attempts were made to 
accelerate the process of introducing Hindi to the 
exclusion of English. The Official Language Act, 
1963 was amended in 1967, to give statutory recongni
tion to the assurance held out in 1963. The Ofticial 
Language (Amendment) Act, 1968 which became 
effective from January 8. 1968 provides that "Not
withstanding the expiration of the period of fifteen 
years from the commencement of the Constitution ..... 
the English languag~ shall be used for purposes 
of communication between the Union and a State 
which has not adopted Hindi as its Official Language". 
and that this position "shall remain in force until 
resolutions for the discontinuance of the use of the 
English language for the purposes mentioned therein 
have been passed by the Legislatures of all the States 
which have not adopted Hindi as their official language 
and until after considering the resolutions aforesaid. 
a resolution for such discontinuance has been passed 
hy each House of Pa.rliament". It may be noted th~t 
no timelimit was laid down for the us~ of English a' 
an alternate official language. 

, Criticism 

20.1.10 One State Government has stated that India 
is a country of multi-linguism and one lan)!uage of a 
region even if it consists of two or more States can
not and should not be given domina"ce over other 



lan:!Uaf!e~ of the countrv. It has observed that 
though . English has also ·hccn permitted to he used 
slatntt,nly under the Olficial Languag~ Act. for 
cert.un purpL"es specified in that Act. the Constitution 
does not recognise English as the Ollicial Language 
nor does English find a place in the Eighth Scliedul~ 
to the Constitution and that all the Languages in the 
Eighth Schedule to the Constitution should be declared 
the official languages (They have also stated that till 
then the assurance of Nehru that En~lish shall he 
Cll.ntinuc-d a" the official language so lon'g. as the non~ 
Hmdi speaking people did not desire a chanl!e. 
should he given a constitutional ~uarantee and for 
this purpose •i suitable provision" should he incor
porated in the Constitution itself hy means of an 
amendment. Another State Government has expressed 
apprehension about zealous Hindi-Hindu- Hind 
chauvinists, who want to impose their domination over 
the whole country, riding rough-shod over the urges 
and aspirations of other sections of the nation. • 

10.1.11 The Eighth Schedule to the Constitution 
enumerates fifteen Indian languages, including Hindi. 
It does not include English. Article 344(1) envisages 
that the Commission to be set up (at the expiration 
of five years from the commencement of the Consti
tution and thereafter at the expiration of ten years 
from such commencement) shall consists of a Chair
man and 'such other members representing the 
different languages specified in the Eig~th Schedule 
as the President may appoint'. Again, Article 351 
dealing with the directive for development of the 
Hindi language contemplates enrichment of Hindi 
~y assimilating the forms, style and expressions used 
m the languages specified in the Eighth Schedule. 
If this were all, mere enumeration in the Eighth Sche
dule would not be of any great significance. But its 
real import appears to have been psychological and 
to assure the regional languages their due place in 
the new India1 . 

20.1.12 Recently, two States have adopted English 
as one of the State languages. This has lent support 
to the demand that English should be included in the 
Eighth Schedule. 

20.1.13 The unique place which English occupies 
today in India is unquestionable. Most languages 
of lndm have over the years assimilated a large 
number ~f words and expressions from this language. 
The contmued use of English as the associate Official 
Languaj!e of the Union does not turn on its inclusion 
in the Eighth Schedule. 

20:1.14 We are of the view that, inasmuch as the 
Offic1al Lanj!Uage Act has been amended in 1967 to 
~ive effect to the assurance held out in 1963 by Jawahar
bl Nehru and the decision in regard to continuance 
of English is now left not to the legislatures of 
Hindi-sreakinj! States but to the Jegislatu"res of other 
States which have not adopted Hindi as their official 
language, there is not need for this purpose to amend 
the Constituion. 

20.1.15 We now consider the other demand that all 
the languages of the Eighth Schedule as also English 
should be declared the offictal languages of the Union. 
A moment's reflection would show that to h~ve all 

(I) See Austin G.-The Indian Constitution-Cornerstone 
of a Nation, Page 297-298. 
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the sixteen langtwges (including English) as the 
oilicial langua~cs ;,f the Union" is a manifestly un. 
tl'nahk prnro,ition. 

Dcvelo!lllll'nt of the Official Language 

20.1.16 The command of Article 351 is that in the 
process of developing Hindi. it is neither desirable 
nor necessary to replace commonly understood terms 
by ditncult S:mskritised words. llndoubtedly, 
Sansknt 1s to he the source and the ultimate resort 
when there is no word expressing that idea in common 
usage either in Hindustani or in the other lan)!auages 
of I nella. But the rurpose behind this Article is clear, 
that for Hindi to become an effective "medium of 
expression for all the elements of the composite 
culture of India", it should liberally take from all the 
scheduled languages of the country as well as Hindu
stani. 

20.1.17 The expression 'Hindustani' has not 
been defined in the Constitution or in the General 
Clauses Act. But in the popular sense it means the 
language sroken by a very large majority of the 
l'eople, particularly in the North. Interestingly, this 
s1mple and popular language. also advocated by 
Mahatma Gandhi and experimented upon in the 
Azad Hmd Government by Netaji Subhas Chandra 
Bose,. is quite rich in its vocabulary because it has 
ass1m1lated words from other Indian languages as 
well as foreign languages like English, French, Por
tuguese.. Persian and Arabic. after making necessary 
adaptatiOns. Hindustani is essentially a mixed 
language and was not born in colleges or Akademies. 
It was the common man in the bazaar that made the 
gre~test contribution to the development of Hindus
tam. Its specml characteristic is that it now has 
a wealth of expressions and terms, which through long 
usage h~ve become part of most of the languages 
sroken m d1fferent areas of this vast country. 

20.1.18 The development of the Official Language 
as envisaf!ed in Article 351. would be best served by 
realising that it has to be the language of the common 
man and not of an elitist coterie. It would be against 
the mandate of the Constitution if in the process 
of developin(! the Official Language the forms, styles 
and express1.ons of the various regional languages 
of . lnd1a, mcluding English, which have become 
ass1mtlated in Hindustani are sought to be discarded. 
Indeed such a misguided attempt may only retard the 
f!rowth of a common language. We are of the view 
that growth of the Official Language can best be 
fostered by following the commv nd of Article 351 
both in letter and in spirit. 

Employment Under Government 

20.1.19 As observed earlier, service under the Union 
and State Governments is an important avenue for 
emplovmcnt for the educated classes in Jndia Often 
considerahle prestige is attached to it. ·Further: 
po%1ble. domination of the services by one language 
group IS seen as a prelude to economic or political 
dommat10n. The aprrehension cannot be removed 
unless convincing measures are taken to ensure that 
language is not used as a factor to create difficulties 
f?r persons _ belonging to other language ~roups 
Ptther m recrUitment or subsequent career in services. 
~he Union and the State Governments have the 
nght to demand. that the person selected for employ-
ment under 1t should later acquire adequate 



kno~ledge of !ilan~uage :which !s necessary for him 
to _d1s~harge h1s duties satlsfactonly. A person selected 
for a JOb usually acquires requisite" knowledge of 
the language in the course of his work." In this he 
can be assisted by imparting suitable instruction and 
in service training. Even now, officers of the All 
India Services, allotted to a State where the local 
language is not their mother tongue, are enabled to 
acquire adequate knowledge of that language and are 
expected to pass different tests in the same. This 
arrangement, coming from the rpre-lndependence 
period, is a very constructive approach to the entire 
problem. Much of the apprehension regarding eco
nomic or political domination prevailing in the 
non-Hindi speaking States would be removed if 
this constructive approach is followed in regard to 
all government employment. It is significant that 
Article 344(3) requires that the Commission consti
tuted under Clause (I) shall in making their recom
mendations have due regard to the "interests of 
persons belonging to the non-Hindi speaking areas 
in regard to the public services". 

Use of Local Language 

20.1.20 The work of the Government,"" which 
involves or affects the local people, obviously must be 
carried on in the local language. This is even more 
important in a welfare State. It is necessary that all 
the forms, applications, letters, bills, notices, etc, are 
available in the local language as well as the official 
language. This is of particular relevance to the various 
departments of the Union Government as often this 
important aspect is lost sight of in a bid to bring 
about a mindless uniformity. It is equally relevant 
in the case of State Governments also. In many of 
the States sizeable linguistic minorities are concen
trated in certain areas. Unfortunately, overzealous 
action like painting road signs or issuing public 
notices only in Hindi or in State language, issuing 
municipal bills (even in the national capital) only 
in Hindi and retaliatory action in local language in 
some State capitals, increased bitterness. 

Tbree Language Formula 

20.1.21 The States Reorganisation Commission 
has inter alia recommended- that the Government 
of India should, in consultation with State Govern
ments, Jay down a clear policy in regard to instruc
tions in mother tongue at the secondary · stage. 
The All India Council for Secondary Education 
recommended · the adoption of a 'three-language 
formula' in September, 1956. This formula was 
also endorsed by the Chief Ministers' Conference 
1961 in a simplified form. The National Policy on 
Education 1968 also laid down that the 'three language 
formula' should be vigorously implemented. The 
National Policy on Education 1986 has also laid 
stress on the implementation of the same. Un
fortunately, the 'three-language formula' has been 
observed more in breach. Some States are following 
what is virtually a two-language formula. One State 
is imposing what is virtually a four-language formula 

·on linguistic minorities. We are of the view that 
effective steps should be taken to implement the 
'three-language formula' in its true spirit uniformly 
in all the States in the interest of the unity and in
tegrity of the country. 
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Linguistic Minorities 

20.1.22 The States Reorganisation Commission 
ha~. foreseen that none of the States would be totally 
umhng_ual .a~d re~og~i~ed the ~eed of according to 
the hngmstlc mmont1es, sufficient opportunity for 
development so that they may not suffer from a sense 
of neglect or discrimination, as also the need to 
evolve an agency for enforcing the safeguards suggested 
by them. As a result of the recommendations of the 
States Reorganisation Commission, certain amend
ments were made in the Constitution and Articles 
350-A and 350-B were incorporated. Article 350-B 
provides that there shall be a Special Officer for 
linguistic minorities to be appointed by the President. 
It is the duty of the Special Officer to investigate all 
m~tt~rs r~lati.n~ to the safeguards provided for lin
gUistic mmont1cs under the Constitution and report 
to the President. It also provides that the President 
shall cause all such reports to be laid before each 
House of Parliament and sent to the Governments 
of the States concerned. The first Special Officer 
(Commissioner) assumed charge in July, 1957.• 

20.1.23 A Code of Conduct to safeguard the interests 
of the linguistic minorities was also evolved for giving 
necessary guidance to the States. A memorandom 
was circulated by the Ministry of Home Affairs in 
1956. It was laid before both Houses of Parliament 
and commended to the State Governments for im
plementation. We have been informed by the Union 
Government that, on the basis of the Constitutional 
safeguards as well as the other safeguards agreed to 
at the national level for the linguistic minorities, 
detailed formula for practical implementation of the 
safeguards were evolved. A copy of the same is placed 
at Annexure XX. I. 

20.1.24 We note with concern that the post of the 
Commissioner for Linguistic Minorities has been lying 
vacant since March, 1978 and the Office of the Com
missioner for Linguistic Minorities has suffered 
neglect in recent years. So far twenty-six reports 
have been submitted. These reports have not been 
discussed in Parliament and have received scanty 
attention from Government. This needs to be rectified. 

20.1.25 The agreement at a Chief Ministers' con
ference that, wherever there are a certain number of 
students• having a common mother tongue in a school, 
a teacher of that language should be provided, is not 
being complied with in many places on grounds of 
non-availability of teachers and financial stringency. 

2. In pursuance of the provision of Article 350-B of the 
the Constitution, the Special Officer for Linguistic Minorities 
was appoinled on July 30. 1957. The special Officer was dcsign
nated as the Commissioner for Linguistic Minorities in 
India (CLM). 

3. The Twenty-Third Report by the Deputy Commissioner 
for Linguistic Minorities in India for the period July 1982 lo 
June 1982. 

Primary Level 

•• ........ provided there are not less than 40 pupils speaking 
that language in a school or to such pupils in a classs' . 

Secondary Level. 

" ...... a minimum strength of 60 pupils in the last four 
classe-• and 15 puplils in each class will be necessary provided 
that for the first four years after the commencement of provision 
of the facilities, a strength of 15 in each class will be sufficient". 



The Union Government should consider providing 
financial assistance and/or maintaining a pool of 
language teachers to alleviate these difficulties. The 
Finance -Commission should, while recommending 
fiscal assistance, keep this responsibility of the States 
in view. 

Need for Observing Forbearance and Caution 
20.1.26 Politicisation of language has often tended 

to threaten the unity and integrity of the 
country. One of the most unfortunate results of the 
re-organisation of States has been that language has 
come to be regarded, informally (but never formally), 
as the basis for the formation of a State. Language 
chauvinists have carried this to such an extreme as 
to charge, those dealing with the problems of the people 
in the local language, with treason. Could there be 
a sadder commentary than this on the current state 
of affairs ? Various disruptive forces in the country 
have exploited the language sentiment to further 
their own cause. The language issue, be it in conne
ction with the extension of the use of the Official 
Language or in relation to employment in services 
under the Union and State Governments or in the 
realm of medium of instruction, requires careful and 
tactful handling and a constant effort for consensus. 
We are of the view that there is need for creating ap
propriate forum at various levels for not only defusing 
any potentially explosive situation, but also for evol
ving a positive approach. The Inter-Governmental 
Council and the Zonal Councils recommended by us, 
can play a very useful role in this connection. 

20.1.27 Experience of the past thirty-seven years 
has more than amply demonstrated that misplaced 
zeal to impose the use of Hindi or a particular State 
language as a medium of instruction on those whose 
mother tongue is different and to treat the latter not 
as the first but only a third or even fourth language 
has invariably proved to be counter-productive. 
This only shows that, in the area of language, there 
is need to cultivate forebearance and caution. The 
safeguard provided for linguistic minorities under 
Article 34 7 needs also to be more purposefully im
plemented. 

20.1.28 Unless sorted out in the near future 
the language problem may become very explosive i~ 
a few years' time. If over-zealous action of some 
officials to force Hindi, especially the so-called "shudh" 
Hindi, on the non-Hindi, !"speaking people 
without their consent (in contravention of the promise 
given by successive Prime Ministers), is not resolutely 
curbed and steps are not taken to implement effecti
vely the directive in Article 351 of the Constitution 
serious divisive repercussions are likely to occur: 
This wise direc~ive is today_ followed more by the 
market and pnvate media hke films than in official 
media and it is really this which is promoting Hindi 
in the country today. On the other hand tactless 
action by some enthusiasts has tended to ~reate an 
unhealthy reaction resulting, in fact, as a curb on the 
natural spread which Hindi was otherwise already 
having. 

20.1.29 There is a strong case for renaming the 
"Committee of Parliament on Official Language" 
and the "Department of Official Language" of the 
Home Ministry, and the "Directorate General of 
Hindi" of the Ministry of Human Resource Deve
lopment as "Committee of Parliament on Official 
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and Scheduled Languages", "Department of Official 
and Scheduled Languages" and "Directorate General 
of Three-Language Programme", respectively, with 
a clear mandate to take measures which would promote 
enrichment of all these languages. It will be also 
expedient if the Heads of the above-mentioned bodies 
are selected, as far as practicable, from people whose 
mother tongue is not Hindi. This objective would 
be considerably helped if some popular books of high 
quality in different schedr led languages are printed 
in Devanagari (and/or Roman) scripts with the 
original text on one page and its translation in Hindi 
(and/or English) on the page facing it. The grammar 
of the Official Language may be simplified, e.g. 
having only one gender as in some of the scheduled 
languages. 

20.1.30 The suspicion and resentment that exists 
in regions where "Shudh" Hindi is not spoken, 
needs to be allayed tactfully and imaginatively in the 
interest of unity and integrity of the country. It may 
be expedient to apply the name "Rashtrabhasha" 
only to this simpler, easier, mixed Hindi, with potential 
to develop in to a truly common !an gauge of the masses 
as a conciliatory gesture to those whose mother tongue 
is not Hindi and who have apprehensions about 
the so-called "pure Hindi" giving special advantage to 
the elites of only one part of the country. 

Recommendations 

20.1.31 The command of Article 351 is that, in the 
precess of developing Hindi, it is neither d~sirable 
nor necessary to replace commonly understoo j terms 
by difficult Sanskritised words. The growth of the 
Official Language can best be fostered by following 
the command of Article 351 both in letter and in 
spirit. It would be against the mandate of the Con
stitution if, in the process of developing the Official 
Language, the forms, styles and expressions of the 
various regional languages of India, including English, 
which have become assimilated in Hindustani are 
sought to be discarded. 

(Paras 20.1.16, 20.1.17 and 20.1.18) 

20.1.32 Service under the Union and State Govern
ments is' an important avenue for employment for 
the educated classes in India. Proficiency in a parti
cular language need not be insisted upon at the time 
of recruitment to ensure that language is not used 
as a factor to create difficulties in recruitment or 
subsequent career in services. A person selected for 
a job usually acquires requisite knowledge of the 
language in the course of his work. In this he can be 
assisted by imparting suitable instruction a~d inservice 
training. 

(Para 20.1.19) 

20.1.33 The work of the Government, both Union 
and States, which involves or affects the local people 
must be carried on in the local language. This is 
even more important in a welfare State. It is neces
sary that all forms, applications, letters, bills, notices, 
etc. are available in the local language as well as the 
official language. This is of equal relevance to State 
Goven1ments which have sizeable linguistic minorities 
concentrated in certain areas. 

(Para 20.1.20) 



20.1.34 Effective steps should be taken to implement 
the 'three language formula' in its true spirit uni
formly in all States in the interests of unity and in
tegrity of the country. 

(Para 20.1.21) 

20.1.35 The code of conduct evolved to safeguard 
the interests of linguistic minorities must be strictly 
implemented. It is a matter of concern that the post 
of the Commissioner for Linguistic Minorities has 
been allowed to remain vacant for a long time. This 
situation needs to be rectified. 

(Paras 20.1.23 and 20.1.24) 

20.1.36 The agreement at a Chief Ministers' con
ference that, wherever there are a certain number of 
students having a common mother tongue in a school, 
a teacher of that language should be provided, is not 
being complied with in many places on grounds of 
non-availability of teachers and financial stringency. 
The Union Government should consider providing 
financial assistance and/or maintaining a pool of 
language teachers to alleviate these difficulties. The 
Finance Commission should, while recommending 
fiscal assistance, keep this responsibility of the States 
in view. 

(Para 20.1.25) 
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20.1.37 Politicisation of language has often tended 
to threaten the unity and integrity of the country. 
There is need for creating appropriate forum at 
various levels not only to defuse any potentially ex
plosive situation but also for evolving a positive 
approach. The Inter-Governmental Council a~d t~e 
Zonal Councils can play a very useful role m th1s 
connection. 

(Para 20.1.26) 

20.1.38 (i) There is a strong case for renaming the 
"Committee of Parliament on Official Language" 
and the "Department of Official Language" of the 
Home Ministry, and the "Directorate General of 
Hindi" of the Ministry of Human Resource Deve
lopment as "Committee of Parliament on Official 
and Scheduled Languages", "Department of Official 
and Scheduled Languages" and "Directorate General 
of Three-Language Programme", respectively, with 
a clear mandate to take measures which would 
promc.tc enrichment of all these languages. 

(ii) The objective of enrichment of all the languages 
would be considerably helped if some popular books 
of high quality in diJ!erent scheduled lang'!ages ~re 
printed in Devanagan (and/or Ro~an) scnpt~ Wl~h 
the original text on one page and 1ts .tran.slatwn m 
Hindi (andfor English) on the page facmg 1t. 

(Para 20.1.29) 



ANNEXURE XX-1. 

DETAILED SCHEME OF SAFEGUARDS 

On the basis of the Constitutional safeguards as well as the 
other safeguards agreed to at the national level for the linguistic 
monorities, detailed formulae for practical implementation of 
the safeguards are indicated below subject-wise. 

I. EDUCATION 
(i) Provision of teaching at primary stage through the 

mother-tongue by appointing at least one teacher provided there 
are not less than 40 pupils speaking in that language in a school 
or 10 such pupils in a class. 

(ii) The modern Indian Languages mentioned in the Eighth 
Schedule of the Constitution, as well as English, should be used 
as media of instruction at the secondary stage. Other languages 
may also be used in the hill districts of Assam and the district 
of Darjeeling in West Bengal. For the purpose of providing 
instruction at the secondary stage in mother-tongue of lingui
stic minoriries, a minimun1 strength of 60 pupils in the 
last four classes and 15 pupils in each class will be necessary, 
provided that for the first four years a strength of 15 in 
each class will be sufficient. 

(iii) Non-diminuation of pupil strength and school facilities 
including teachers for linguistic minorities as it existed on 
1-11-56 (for Telugu pupils in Tamil Nadu and Tamil pupils 
in Andhra Pradesh-1-10-53) without specific sanction of the 
concerned Government. 

(iv) Advance registration of applications from pupils desiro,us 
to have instruction through the minor languages for a period 
of three months ending a fortnight, before the commencemeut 
of school year. 

(v) To make inter-school adjustment so that no applicant 
is refused facility of instruction through a minority language 
on the ground that the number of such applicants is not sufficient 
for opening a new section/class. 

(vi) The Central Government should prepare model te<t
books both for the primary and secondary stages and the State 
Governments should undertake publication of these text· 
books instead of leaving it to private enterprises. 

II. USE OF MINORITY LANGUAGES FOR OFFICIAL 
PURPOSE 

(i) At district level and below, like municipality, Tehsil 
etc. where a lingustic minonty constitut~ 15-20 per cent 
of population, important G~vernl'!'ent ~ott~es, rules and other 
publications are to be published m mmonty languages also. 

(ii) District lelvel-where 60 per cent of the population 
in a district use a language other than the official, that language 
may be recognised as an additional oflkial language for that 
district-Recognition for this purpose is to he given ordinarily 
to the m' jor language mentioned in the Eighth Schedule. 

(iii) At the State headquarters, a Translation Bureau may 
be set up where arrangements may be made for translation of 
the substance of important laws, rules, regulations etc. into 
minority languages for publication. 

(iv) In correspondence with the public, petitions and 
representations received in other languages are to be replied, 
wherever possible, in the languages of the petitionfrepresen· 
tation. 

Ill. RECRUITMENT TO STATE SERVICES 

Language-knowledge of State Official language should not 
be a pre-requisite for recruitment to State services and option 
of using English or Hindi as a medium of examination should 
be allowed. A test of proficiency in the State Official Language 
should be held during the period of probation. 

IV. MACHINERY FOR IMPLEMENTATION OF SAFE
GUARDS 

(i) State Level-The responsibility for the coordination 
of work relating to national integration (including safeguards 
for linguistic minorities) should be assumed by the Chief 
Minister who may be assisted in this task by the Chief Secretary. , J 
In addition, there should be a special officer in each State who 
will work under the direction of the Chief Secretary, and this 
officer should prepare a note periodically reviewing (I) the 
progress of implementation of the safeguards for linguistic 
minorities; (2) pending correspondence if any, on linguistic 
minorities with the Government of India, the Commissioner 
for Linguistic Minorities and other State Governments; 
(3) visits, if any, of the Linguistic Minorities Commissioner· 
and (4) other matters relating to national intergation. ' 

(ii) D:strict Level-At the district level, the responsibility 
for coordination of work ~elating to safeguards for linguistic 
minorities and national integration should vest in the district 
officer. 



UNION TERRITORIES 
Introduction 

20.2.01 During the post-Independence period, a 
number of Union Territories (UTs) ~vo lved int;> self
governing units. In each o_f them, the Parli1men;ary 
syskm of government was tntroduced, <?"the ana,ogy 
of the one obtaining in the States and m the Unton. 
Each of them acquired a Legislative Assembiy and, 
to aid and advise the Administratcr of the UT, ~
Council of Ministers responsible to the Assembly. 
H )IV~V-!r, th~ t"el;JJn;ibility for the adminis:ration 
of a Union territory has continued to rest with the 
Union Government and Parliament. Except as other· 
wise provided by parliament by law, the president 
of India administers a UT, acting to such extent 
as he thinks fit, through an Administrator appointed 
by him. (Art. 239). 

20.2.02 All the UTs with Legislature, except 
p~ndicherry were eventually declared as States, the~eby 
terminating their status as territories for the admmtstr
ation of which th~ Union Government and parliament 
lnd undivided -resp;>nsibility. The historical develop
m~nts in this co•tnection are briefly described below. 

Hiltorical D~vclopmmts 

20.2.03 At the time the Constitution came into 
fore~, the Centrally administered areas were:-

(i) Andaman & Nicobar Islands, Coorg, North
East Frontier Tract and Naga Tribal Area. 
These areas were preponderantly tribal 
and had to be administered according to 
special Ia ws. 

(ii) Ajmer which had originally proved to be 
verY difficult of administration by any prov
ince. 

(iii) The Capital region, viz. Delhi which could 
not b! plac~d uader the administrative control 
of a State Government. 

(iv) Bivp~l, Bilaspur, Himachal Pradesh, Kutch, 
M1nipur, Tripura and Vindhya Pradesh, the 
erstwhile princdy States or groups of such 
States which, for strategic or other reasons, 
w.:re not m~rged with adjoining provinces. 

20.2.04 The areas m~ntioned at (ii), (iii) & (iv) 
above as also Coorg were categorised as Part C States 
in the Constitution. Later, on the recommendations 
of the States Reorganisation Commission (1955), the 
categorisation of States into Parts A, B, and C was 
removed with effect from November 1,1956and some 
of the then existing Part C States were merged with 
the adjoining States. The remaining Part C States 
(viz. Delhi, Himachal Pradesh, Manipur and Tripura), 
the newly formed State of Laccadiv, Minicoy & Amin
divi Islands, and theterritoryof Andaman & Nicobar 
Islands, were termed as Union territories in the 
Constitution. 

20.2.05 After their liberation in 1961, the terrl· 
to.'"ies comprised in Goa, Dt·.m~.n and Din were inte· 
gcdec' with the l.Tnicn 'c:Jy the Comtit:~tion (Tenth 
At.lendm:nt) Act n a. U:Jion territory An assurance 
w<.S given at that time by the Union Government that 
Goa •.vcdG be kept a separ.-te entity in direct conn
ec~ior. with the Uni···n Goverament and that its 
sp:~cid feamres would b~ n•aintainc'l tili the people 
of Goa themselves de,ire·J a cha'lfe. 

20.2.06 In 1962, Pondicherry a !so was de jure 
made a part of the Indien Union and constituted as 
a Union territory. The Treaty bet-.veen India and 
France for the cession of the French possessions 
of Pondicherry, Karikal. Maheand Yanam provided 
inter alia that any constitutional change in the special 
administrative status of the territory which was in 
force prior to 1st November 1954 (the date on which 
the de facto possession of the territory was transferred 
to the Indian Government), would be made after 
ascertaining the wishes of the People of the territory. 

20.2.07 In 1956, th! Territorial Councils Act was 
enackd providing for a measure of local self-govern
ment in the Union territories of Himachal Pradesh, 
Manipur and Tripura, Territorial Councils were 
created with powers over local dfairs and powers 
to levy certain taXes. 
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20.2.0& In 1963, the ::bove arrangement was ra· 
:lically changed. Legislative Assemblies and Councils 
Jf Ministers were introduced in Himachal Pradesh, 
Manipur, Tripura, Goa, Daman & Diu, and Pondi
cherry. For that purpose, Article 239A was incor
porated in the Constitut'on and the Government of 
Union Territories Act, 1963 was enr.cted under that 
Article. This was a historic step. It meant a re· 
versa! of the earlier policy of the Union Government 
which was based on the recomme'ldations of the 
States Reorganisation Commission that these UTs 
would not be able to suboist as separate adminis. 
trative units without execessive dependence on the 
Union and that, with the exeeption of Delhi and 
the Andaman and Nico bar Islands, the remaining 
UTs would eventually have to be merged with the 
adjoining States .. T~e new policy al~o recognised 
the fact that equ1ppmg these UTs wtth Legislative 
Assemblies and Councils of Ministers would arouse 
hopes aud ultimately lead to demands for full state
hood, even though some of them would not be finan
cially viable. 

20.2.09 Himachal Pradesh became a State on 
January 25, 1971, and Manipur and Tripura on 
January 21, 1972. On January 21, 1972, the Mizo 
district of Assam and the North-East Frontier 
Agency were formed as the Union Territories of 
Mizoram and Arunachal Pradesh, rcspec~vely, On 
February 20, 1987, the two UTs became States. 
On May 30, 1987, Goa became a State, with Daman 
& Diu continuing as a Union Territory, 



20.2.1 0 It is necessary to note that in the UTs, 
which do not have Legislatures, institutional arrange
ments have been progressively introdueed for asso
ciating public opinion with their administrations. 
Delhi has an EXecutive Council responsible to a 
larger M~tropolitan Council. The remaining UTs 
have each an Advisory Committee associated with 
the Union Home Minister and another Advi~ory 
Committee associated with the Administrator. In 
Dadra and Nagar Haveli, the Varishtha Panchayat, 
an indirectly elected body, functions, as the Advisory 
Committee associated with the Administrator. 

Views of Union Territory Administrations 

20.2.11 Among the Union Territories, those of 
Goa, Daman & Diu (prior to becoming a State), 
Pondicherry and Andaman and Nicobar Islands 
presented their memoranda to us. The Goa Adminis
tration highlighted the legislative, administrative and 
financial limitations on its working and suggested 
that it should be made a full-fledged State. The 
Pondicherry Administration observed that, in re
gard to such matters as are decided by the Adminis
trator on the aid and advice of the Council of Minis
ters, the powe:s of the latter would prima facie ap
pear to be the. same as those exercised by_ the Coun:cil 
of Ministecs m a full-fledged State, parttcularly wtth 
regard to Sta:e List subjects. However, in reality, 
the Uni.:m Territory Administration has only limited 
financial and admini>trative powers, particularly 
in matters like purchases, contracts, etc. The Anda
man and Nicobar Islands Administraton did not 
mention any specific difficulty faced by it. 

20.2.12 As already mentioned in para 20.2.09 
above, the demand of the Goa Administration has 
been met with the grant of Statehood to it. However, 
the diflkulties that it faced as a Union territory and 
those fa::ed by the Pondicherry Adminiscration se<~m 
to be wort.1 examining and are sum:narised belcw. 

-20.2.13 As in every State, aUT Administration with 
Legislat"Jre has a Council of Ministers re:;p?:tsihle 
to a L~gi>lative Assembly to a1d and ac1vtse t~e 
Lieutenant-Governor. However, unltke a St>te, tt 
is subje:t to sever.;: administutive and fimncia~ li
mitations, particularly on the d•!vetopmental stJe. 

20.2.14 Under the Rules of Business, the UT 
Administration has to obtain the prior approval of 
the Government of India before introducing any 
legislation relating to any subject in the Concurrent 
List or >pecified in the Second Proviso to Section 25 
of the Government of Union Territories Act. In 
regard o the inclusion of various items in the annual 
budget, the approval of the concerned Ministries/ 
Departments of the Government of India has to be 
obtained. Also, the prior clearance of Government 
of India is essential before any scheme costing more 
than R s. 50 lakhs can be executed. The power 
to purchase various items are severely limited if the 
items are borne on the list of the Directorate General 
of Supplies & Disposal. 

20.2.15 Thus, the Administration has been made 
dependant on the Union Government in many 
matters, which get settled only after protracted cor
respondence and long delays. If Statehood cannot 
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be confetred it is imperative that powers analogous 
to those of ~ State Government in all matters inclu
ding legislative, financial and administrative matters 
should be delegated. 

Views of Union Government 

20.2.16 We have obtained the views of the Union 
Government on the above suggestions. The Union 
Government has observed that Union territories 
do not stand on the same constitutional footing as 
the States. The Union Government is responsible 
for the proper administration in Union territories. 
It has been constantly reviewing delegation of powers 
to their Administrations and has delegated increased 
powers to them from time to time. The Union Go
vernment does not agree that financial and adminis
trative powers delegated to the UT Administrations 
are inadequate or that these have inhibited develop· 
ment. 

Need for Maximum Delegation of Powers 

20.2.17 We do not propose to de&! with the ques
rion whether Pondicherry may be granted statehood. 
However, we cannot lose sight of the many simila
rities in the political and administrative anangements 
in that UT with those in a full-fie lged State. We 
consider it important that the programmes and 
aspirations of the people in the UT, as reflected by 
its Legislative Assembly and Coundl of Ministers, 
should be fully met, consistently towever with its 
accountability to the Union Government and Parlia
ment as also the constitutional responsibiEty of the 
latter for its proper administration. A suitable 
mechanism should be adopted by which the problems 
of the Administration can be resol"ed with the ut
most expedition. 

Proposed Standing Committee for l"oion Territories 

20.2.18 We feel that there is cc·nsiderable force 
in the plea that a UT Adrninistra:ion with Legis
lature should have l2..rger powers ia the legislative, 
finmcial and administrative fields to cut delays and 
help in development. In order that adequate powers 
are delegated as soon as the need for them arises 
and various pending matters are d(:alt with expedi
ditiously, it seems essential that there should be a 
forum where the Lt. Governor and the Chief Minister 
of a Union territory Administration with Legis• 
latue can discuss these matters with the Union Home 
Minister and concerned Union Ministers. 

20.2.19 We recommend that all matters which 
need to be sorted out between the Union Govern· 
ment and a Union Territory Administration may be 
discussed by a Standing Committee for the Union 
territory. The Committee may have the Union 
Home Minister as Chairman and the Lt. Governor 
and the Chief Minister of Union territory with Legis
lature as members. When a matter concerning a 
Union Ministry other than the Ministry of Home 
Affairs comes up before the Committee, the Union 
Minister concerned may be eoopted. 



20.2.20 In the Chapter on "Int~r-Governmental 
Council-Article 263", we have recommended that 
the five Zonal Councils constituted under the States 
Re-organisation Act, 1956 should be constituted 
afresh under A1ticle 263. The Union territory with 
Legislature will then continue to be a member of 
one of the Zonal Councils. The UT will also continue 
to be represented on the Natioml Developrr.ent 
Council which, we have recommended, should be 
re-named as the National Economic and Develop
ment Council. In these circurnstanc.:s, the Standing 
Comrr,ittee for the Union Tt:rritory may not deal 
with matters which can appropriately be discussed 
either in the Zonal Council or in the National Eco
nomic and Development Council. 

Recommendations 

20.2.21 All rr.atters which need to be sorted out 
between the llnion Go,ernrr.ent and a Union 
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territory with Legislature may be discussed by a Stand
ing Committe~ for the Union Territory. The Commi
ttee may have the Union Home Minister as Chairman 
and the Lt. Governor and the Chief Minister of the 
Union territory as members. When a matter con
cerning a Union Ministry other than the M:nistry of 
Home Affairs comes up before the Comm"ttee, the 
Union Minister . concerned may be co-c.pted. 

(P.1ra 20.2.19) 

20.2.22 The Str,nding Committee for the Union 
T•;rritory may not deal with matl•!rs which can 
appropriately be discussed either in tte Zoul Coun
cil or in the National Economic and Devdopment 
Council. 

(P .1ra 20.2.20) 



3. HIGH COURT JUDGES 
Introduction 

20.3.01 The Constitution envisages a democratic 
repuhlic with two levels of responsible government, 
each deriving its demarcated powers from the Cons
titution itself. In such a two-tier system, the legis
lative, executive and judicial powers of each Govern
ment are limited and disputes as to excess or lack of 
jurisdiction are inevitable. In deference to 
the basic principle, that the dispute-resolving autho
rity should be independent of the contestants, the 
Constitution entrusts, in the main, their adjudica
tion to the judiciary. The final powef to interpret 
the Constitution and nullify an action on the part of 
any of the three branches of the Union or State 
Governments, which transgresses the Constitu
tional limits of its jurisdiction, vests in the Supreme 
Court which stands at the apex of the judicial 
hierarchy.• The Constitution empowers the judiciary 
to decide issues between citizens inter-se, citizen 
and Government,• and between one Government 
and another. The Supreme Cowt is not only the 
final court of at>peal in civil and criminal matters, 
but also a court of original jurisdiction to decide 
disputes between-(a) the Government of India 
and one or more St-- tes, (b) the Government offndia 
and any State or Stltes on <:me ~ide and one or more 
States on the otl:er; (c) two or more States. It also 
exercises extraordinary original jurisdiction to issue 
writs for enforcement of fundamental rights. 

20.3.02 One of the major concerns of Constitu
tion-makers wo.s to i:lsulate the selection and 
appointment of Judges, particularly of the higher 
courts, from political pressures and extraneous in
fluence and thereby ensure that only persons of pro
fessional competence and integrity were chosen 
to fill these high judicial offices. 

Constitutional Provisions 

20.3.03 The Constitution and organisation of the 
High Courts is a U:~ion subject (Entry 78, List I). 
Since the Fortv-second Amendment, the 'adminis
tration of Justice' is a Concu"rent subject (Entry liA, 
List III) Judges of the Hi>;h Courts are appointed 
by the President (in ef'ect the Union Council of 
Ministers) after consult .• tion with the Chi~f Justice 
of India, the Govern:>r and in effect, th~ ChicfMin:s
ter and the Ch:ef Justice of th! High CoHrt (P.rtid~ 
217). Transfer of a Jud~e :'rom one High Court to 
another is made by the I'res ·dent after COI'Sultation 
with the Chief Just ic-! c>f fn:lia (Article 222). There 
is no Constitutional obFga' ion to cor•sult the StLte 
Government in t:te matte·. However, as a I1l<>tter cf 
courtesy, the views of ·he Chief Mi'listers cf tl-.e 
concerned States are often ·1scertained be•ore effe,r
ing the transfe~. Titus. problems rel2.ting to the 

1. Articles 13 ar.d 32 express'y p_-ovide fo:: judi.:;ial review. 

2. Article 226 empowe>"S the High Courts to issue \\Tits for 
enforcement of any rigt.t conferred by part III and for any other 
purpose to any (>f!fSOol or authority, including any Govern· 
ment. 

' appointments and transfers of High Court JudgeS 
fall within the area of Union-State at1ministrativc 
relations. 

20.?.C4 Cur attention has befn drawn by a State 
Goverrment to certain prc-bl<ms in the ar{a of 
appointment and transfer of Judgts of High Courts. 
The Chief Minister conveyed his views to us in regard 
to these problems in the form of a brochure. A few 
State Governments and some retired High Court 
Judges have also commtmicated their views in this 
matter. We have also gathered or taken cogni
zance of relevant data from published literatmc 
or reports referring to authentic sources. Two 
issues stand out- First, there have been end, mic 
delays in filling up vacancies of Judges in the High 
Courts and this is one of the major factors contri
buting to the accumulation of arrears of cases in 
these courts. The second is that transfer of Ju<'gcs 
against their consent from one High Court to another 
has a demoralising effect on the higher judiciary, 
and compromises their capacity to administer justice 
without fear or favour. 

20.3.05 While delays in the appoinlment of Juc!gcs 
continue, the arrears in the High Courts are pilirg 
up at an alarming rate. According to one report,, 
at the end of 1986, "there were 1,53.000 cases pend
ing in the Supreme Court of which more than a 
fourth were for regular hearing mainly because the 
institution of new cases far exceeds the rate of dis
posals". Similarly, in the High Courts, the institu
tions are far out-stripping disposals. At the end of 
1985, the combined total of arrears in the High 
Courts numbered 14 lakhs. This figure has gone up 
considerably since then. 

20.3.06 At the end of 1986, in all the High Courts 
there were 62 vacancies consisting of 47 permanent 
and 15 Additional Jucfges. The problem is chronic. 
As on January I, 1987 out of the full strength of 
26 Supreme Court Judges, only 14 were in position. 
In the High Courts, out of a total strength of 440 
sanctioned posts (409 permanent and 31 additional 
posts), as many as 57 posts consisting of 40 perma
nent and 17 Additional Judges were vacant. rt was 
stat~d in the Lok Sabha that posts of 25 permanent 
and 65 Additional High Court Judges are to be 
created. Jf these figures are added to the existing 
vacr.ncies, th.:re would be a short-fall of 65 perma
nent and 82 Additional Judges in all the High Courts 
in the country. 

20.3.1)7 Thr;se problems have been the subject 
of study and d<·liberation in various forums. The 
!-a~· Commission of India dealt with these problems 
m I!s Fourteenth, Seventy-nineth and Eightieth 
Reoort. In its Seventyninth Report the Law Com-
mist,ion af'er an empirical survey observed :" ..... . 

. . ·: .. though _the sanctioned Judge strength of tire 
H 1 gh Courts m the country during the year 1977 was 
352, only 287 Judges on an average were in position. 

3. ''The Statement" dated June, I, 1987-Delhi Edition. 



Likewise, in the year 1976 even though the sanction
e.d strength was 351, only 292 judges were in posi-
tion ................... :This disparity between 
~he san7t.ioned strength, and the number of Judges 
In posttton was apparently due to the fact that 
vacancies in the posts were not filled in as soon as 
they occurred. It is our considered opmion that 
delay in filling in the vacancies is one of the major 
contributory factors responsible for the accumula
tion of arrears." Consistently with its earlier 
report, the Law Commission in its Eightieth Report 
(1979) recommended that the Chief Justice of the 
High Court should initiate action for filling an 
anticipated vacancy, at least 6 months before the 
date on which it is expected to occur, and that the 
State Government should complete the processing 
of the Chief Justice's recommendation withm an 
outside limit of six months. It emphasises the 
need to avoid delay in subsequent stages abo. 

20.3.08 The Estimates Committees of Parliament 
also considered the question of delays in the appoint
ment of Judges of the High Courts and noted that 
as on 1-1-1986 there were sixty vacancies and on an 
average it took one to two years to fill the vacancies. 
The Committee noted with regret "that in spite of 
the specific recomm~ndations of the Law Commission 
made as early as 1979, the position had been allowed 
to worsen further in as much as the vacancies in 
Supreme Court/High Courts have not heen filled 
up for as long as two to four years." In their Thirty
first Report (1985-86) to the Eighth Lok Sabha the 
E~timates Committee recommended that "the matter 
be considered at the appropriate highest level (viz., 
Chief Justice of India, Chief Justice of High Courts, 
Chief Ministers and Law Ministers) in order to 
simplify the procedural formalities. The procedure 
be so streamlined that the selection and the appoint
ment of the Supreme Court/High Court Judges is 
synchronised with the actual occurrence of thP 
vacancies" (Recommendation No. 7, para 4.12). 

20.3.091We' enquired lfrom'the Union Government 
as to how far they had accepted and implemented 
the recommendations in the Eightieth Report of the 
Law Commission for streamlining the procedure 
to eliminate delays in this matter. The Union Gov
ernment has informed us : · "The main reasons of 
the delay in filling up the posts of Judges in High 
Courts is the U'lUsually long time taken by the Chief 
Ministers to send their recommendations (in con
sultation with the concerned Governors) to the 
Government of India on proposals received by them 
from the Chief Justice of the High Courts. While 
it is appreciated that the State Government has to 
make appropriate enquiry about the p~rsons pro
posed for appointment as Judges and come to a 
conclusion regarding their suitability or otherwise, 
there would seem to be no good cause for inordi
nate delay in sending their views to the Government 
of India. In the case of a few States, it has happen
ed that the State authorities have sought to "Kill" 
the proposals made by the Chief Justice by simply 
not sending their recommendations to the Govern
ment of India in spite of several reminders from 
Union Law Minister. This aspect of "Killing" the 
proposal ha> been adversely commented upon by 
the former Chief Justice of India who was of the 
opinion that such practice was "unconstitutional". 
I(Q__ 't').CIR'7 
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20.3.1 0 The Union Government has affirmed that 
in this matter, they have noted the recommendations 
in the Eightieth Report of the Law Commission. 
They have further stated that the Law Minister 
again reiterated (in November 1985) in his D.O. 
letter addressed to the Chief Ministers of States 
(with copies to the Chief Justices of the High Courts) 
that a ptoposal for filling a vacancy in the office 
of a Judge should be initiated and the recommenda
tion forwarded to the Chief Minister by the Chief 
Justice six months in advance of the anticipated 
occurrence of the vacancy. The Chief Minister . . 
111 turn, should finalise his recommendation in 
consultation with the Governor within a month of 
the receipt of the Chief Justice's communi
cation and send it to the Union Minister of Law 
and Justice. The Union Government has further 
observed that while Chief Justices do initiate a 
proposal usually in advance of the expected occur
rence of a vacancy, the Chief Ministers take consi
derably longer time than one month to send their 
recommendations in consultation with the Governors. 
By another D.O. letter, the Law Minister has in
formed the Chief Ministers that the Government 
of India have decided that if the Chief Minister of 
a State does not give his views in consultation with 
the Governor on the proposal made by the Chief 
Justice within one month of its receipt it would be 
presumed that the Chief Minister and the Governor 
have no views to express and further action to pro
cess the proposal in accordance with Article 217(1) 
would be taken. 

20.3.11 One State Government has, however, 
pointed out that the names sent by them, unani
mously approved by the Chief Justice, the Governor 
and the Chief Minister, were not approved for over 
two years. Be that as it may, the Report of the 
Estimates Committee clearly shows that inordinate 
delays, sometimes extending to 4 years in filling 
vacancies of Judges have taken place. This is a 
matter of serious concern. Obviously, there have 
been delays not only at the State level, but also in 
some subsequent stages. 

20.3.12 The Departmental instructions in the 
matter of appointment of Judges of High Courts 
conveyed to the States by the Government of India 
are in broad conformity with the recommendations 
in the Seventyninth and Eightieth Reports of the 
Law Commission. These instructions lay down a 
specific time-schedule within which the Constitutional 
functionaries having a consultative role in the 
appointment of High Court Judges, are required to 
complete their part of processing the proposal. To 
recapitulate brtefly, the Chtef Just tee of the High 
Court has to initiate and forward his recommenda
tion for filling an anticipated vacancy in that court, 
to the Chief Miniter at least six months before the 
date on which it is excepted to occur. The Chief 
Minister. in turn, has to finalise his recommendation 
in consultation with the Governor within a month 
of the receipt of Chief Justice's communication 
and send it to the Union Minister of Law and Justice. 
If the 'Chief Minister does not give his view in con
sultation with the Governor on the proposal made by 
the Chief Justice within one month of its receipt it 
would be presumed that the Chief Minister 11n!l til~ 



G.:lvernor hav~ no view> to exp:~ss and further 
action to p·o~~ss the p:op:>sal in ac~ordancc with 
Article 217 will b~ taken. 

20.3.\3 The inordinate delays that are laking : 
place in the apjnintm!nts of Jud~~s. ar~. dei?-ons
trative p:oof of the fact that these mstruct10ns tssued 
by the Gov~mm!nt of India and the time-schedule 
p:esccib~d thereunder for comp~eting the pro~essing 
of a p:op:>sal initiated by the Chief Ju>tice of the 
High Court, are b~ing honoured mo:·e m breach 
rather than tn observance. Thus, the problem 
narrows down into the issue as to how strict com
pliance with the>e instructions and adber~nce to 
the time-schedule p:~scrib!d thereunder, is to b' 
ensured? The question further resolves itself 
into the query why these instructions are not b~ing 
strictly obeyed or r~sp~cted by the functionaries 
concerned? Clearly, the answer is that having no 
binding force, these instructions are b~ing treated 
as more pious declarations to be observed or ignored 
at will. We are of the firm view that the only way 
of ensuring effective ob:;ervance of these depart·· 
mental instru~tiom ani th! tim!-schedu!e sp~cified 
ther~under, is to give them a binding force with the 
sanction of a Constitutional provision. The only 
approp:iate m1nner in which this can b! done is by 
inserting in Article 217, itself, a clau>e :~on these 
lines : 

lA. The President mw after consultation with 
·the Chief Justice of India, make rules for giving 
effect to the provisions of clause (I) of the Article, 
and in order to emur~ that va~ancies in the 
p:>sts of Ju1g!s in the High Courts are promptly 
filled in, these rules may p:escrib~ a time-schedule 
within which the various fun~tiona>ies having 
consultative role in the app:>intm~nt of Judges 
under this Article, sh'lll complete their part of the 
process. 

Transfer of Judges 
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20.3.14 This takes us to th~ second issue relating 
to the transfer of Judges from one High Court to 
another. The Union Government has informed us 
that the recommendation of the Law Commission 
of having a convention according to which one-third 
Judges in each High Court should be from outside, 
has b~n a<x:epted and this decision is to be imple
mented gradu'llly either by making initial appoint
ments from outside the State or by effecting trans
fers. 

20.3.15 The Supreme Court has held· that Article 
222 cannot b~ construed to mean that for transfer of 
a Judge to another High Court, it is necessary to 
obtain his consent as a matter of Constitutional 
obligation. Even so, the Court significantly 
suggested i 

"By healthy convention normally the consent 
of the Judge concerned should be taken, not so 
mu~h as a Co.utitu~ional necessity, but as a m1tter 
of courtesy .............. where the Judge does 
not consent and th~ public interest comp~ls, the 
p::>Ner under Article 222 can be exercised."• 

4. Un.ion of India v. Sankalcband AIR 1977 SC 2328 dt. 
19·9·1977. 

While holding th'lt Article 222 plstulates tint the 
transfer of a J tdg~ can only b~ m1d~ in p'Jb~ ic i ~ter~st 
and after consultation with the Chief Justice of 
India the Court enunciated "that the Chief Justice 
owes~ corresponding duty both to the President and 
to the Judge who is proposed to be transferred, 
that he shall consider every relevant fact. ... ·: : . 
Indeed, it is his duty whenever necessary to ehctt 
and ascertain further facts either directly from the 
Judge concerned or from other reliable sourc~s. 
The executive cannot and ought not to establish 
rapport with the Judges which is the function and 
privilege of the Chief Justice."• 

;·20.3.16 The judgement in Sankalchand• was 
affirmed by a larger Bench of the Supreme Court 
in S. P. Gupta v. Union of India and others, (1982).• 
Notwithstanding the legal position t~at und~r 
Article 222 a Judge can be transferred wtthout hts 
consent, a very large section of the enlightened 
public holds the view that as a matter of salutary 
convention and propriety, no Judge should be 
transferred without his consent. It is pointed out 
that such a convention was strictly observed for the 
first 25 years of the adoption of the Constitution. 
Even the Government of India had agreed to abide 
by this principle, in practice. This is evident from 
the following assurance given in the Lok Sabha on 
April 30, 1963 by the Hon'ble Law Minister of 
-,ndia : ' 

" ............ We had accepted it as a principle 
that so far as High Court Judges were concerned. 
they should not be transferred excepting by con
sent. This convention has worked without fail 
during the last twelve years and all transfers have 
been made not only with the consent of the trans
feree, but also in consultation with the Chief 
Justice oflndia." 

We recommend that the observance of this healthy 
convention should continue. 

20.3.17 Indeed, the Union Government has 
communicated that a Judge proposed to be trans
ferred is informed by the Chief Justice of India to 
give his reaction to the proposal and also mention 
his personal difficulties, if any, in this regard. These 
are considered by the Chief Justice of India and 
intimated by him to the Government alongwith 
his own views on the proposal for transfer of the 
Judges. 

We recommend that the advice given by the Chief 
Justice of India regarding a proposal to transfer 
a Judge, after taking into account the latter's 
reaction and the difficulties, if any, should, as a rule 
of prudence, be invariably accepted by the President 
and seldom departed from. 

We further recommend that as a matter of healthy 
practice, the Chief Justice of India should, befon 
formulating an opinion in his individual judgement 
as to the proposed transfer of a Judge from one High 
Court to another, take into confidence two senior 
Judges of the Supreme Court and ·ascertain their 
views. ' 

5. 1982 _(2) SCR_::36S. 



Recommendatloos 

20.3.18 Article 217 may be amended by inserting 
in it a elause as under : 

"lA. The President may after consultation with 
the Chief Justice of India, make rules for giving 
efti:ct to the provisions of clause (I) of the Article, 
and in order to ensure that vacancies in the posts 
of Judges in the High Courts are promptly filled 
in, these rules may prescribe a time-schedule 
within which the various functionaries having 
consultative role in the appointment of Judges 
under this Article, shall complete their part of 
the process." 

(Para 20.3.13) 
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20.3.19 The healthy convention that as a principle 
High Court Judges are not transferred excepting 
with their consent should continue to be observed. 

(Para 20.3.16) 

20.3.20 Ad vice given by the Chief Justice of India 
regarding a proposal to transfer a Judge, after taking 
into account the Iatters reaction and the difficulties, 
if any, should, as a rule of prudence, be invariably 
accepted by the President and seldom departed from. 

20.3.21 As a matter of healthy practice, the Chief 
Justice of India should bdore formulating an 
opinion in his individual judgement as to the pi'O
posed transfer of a Judge from one High Court to 
another, take into confidence two senior Judges of 
the Supreme Court and ascertain their views. 

(Para 20.3.17) 
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CHAPTER XXI 

GENERAL OBSERVATIONS 

INTRODUCTION 

21.1.01 In the preceding chapters we have exa
mined in some detail the legislative, administrative 
and financial provisions of the Constitution having 
a bearing on Union-State relations. We have also 
considered how they have performed in practice over 
the last thirty-seven years. 

21.1.02 Adhering strictly to our Terms of Re
ference, we have confined the earlier Chapters of our 
Report essentially to those issues which have a 
direct impact on the working of the Union-State 
relations. But in the political system which is 
organically . a whole, ~here are many peripheral 
matters whtch cast their shadow on Union-State 
relations. We will be failing in our duty if we do not 
take note even of the most important of them. 

DECENTRALISATION 

Importance of Decentralisation of Power 

21.2.01 In India, because of the diversities in 
religion, language, caste, race, etc. there are a large 
number of groups, seeking to establish their identity 
and promotl, their sectional interests. 

~---,-..... ' . 
1 '· • 21.2.02 The issue of devolution ·of powers and 

responsibilities between the top two tiers of Govern
ment, Union and States, needs, therefore, to be 
considered in the context of the broader issue of 
decentralisation between these and other tiers of 
government on the one hand, and the functional 
agencies within each of these tiers, on the other, 
The interests and aspirations of most people are 
concentrated in the localities in which they live 
and carry on their avocations of life. Normally, 
they would be content to compete at the level of the 
local self-governing bodies, making way for persons 
interested in larger issues of regional or national 
significance, to opt for higher elective forums. 
Decentralisation of real power to these local insti
tutions would thus help defuse the threat of centri
fugal forces, increase popular involvement all 
along the line, broaden the base of our democratic 
politY, promote administrative efficiency and im
prove the health and stability of inter-governmental 
relations. 

21.2.03 Unfortunately, there was not only in
adequate territorial and functional decentralisation 
in India when the country became independent, 
but there has also been a ' pervasive trend towards 
greater centralisation of powers over the years, inter 
alia, due to the pressure of powerful socio-economic 
forces. 

21.2.04 The Indian Constitution creates two tiers 
of Government, one at the level of the Union and 
the other at the level of the States. At the sub-State 
level, also, there are tiers which are the creatures 
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o~ the States. These are : Zilla Pari shad (or Dis
trict) Panchayat Samiti (or Sub-Division in some 
States); . and Panchayat (or Thana, Mandai or 
Block in some States). It is noteworti1y that the 
Constitution casts a duty on the State to take steps 
to organise Village Panchayats and endow them with 
powers and authority to enable them to function 
as units of self-Government (Article 40). In this 
system, the District, in particular, holds a central 
position. 

21.2.05 The importance of developing adequate 
sub-State level political institutions cannot be over
emphasised. It is only by providing opportunity 
to the people that they can be trained to shoulder 
responsibilities in a system of self-government. In 
1959, a major experiment in decentralisation of 
power was launched based upon the findings of 
~he Balwant Rai Mehta Committee on Panchayati 
Raj. "The people are not merely to be consulted 
but effective power is to be entrusted to them", 
observed Jawabarlal Nehru while inaugurating 
Panchayati Raj in Rajasthan. For a variety of 
reasons, this bold experiment has not proved a 
success. These institutions have been allowed to 
stagnate. Elections to these bodies have not been 
regularly held and often they remain superseded 
for long periods. 

21.2.06 While there is considerable reluctance to 
decentralise powers to the Districts, there has been 
even greater reluctance in most States to decentralise 
powers to the lower levels like Municipalities, Pan
chayat Samities and Panchayats, in spite of the ex
plicit directive in Article 40 of the Constitution. 

· Inefficiency of undue centralisation 

21.2.07 Since, for reasons explained elsewhere in 
this report, there is a general tendency towards 
greater centralisation of powers, there is special 
need in a country like India for a conscious and pur· 
posive effort to counter it all the time. There is 
considerable truth in the saying that undue cen
tralisation leads to blood pressure at the Centre and 
anaemia at the periphery. The inevitable result 
is morbidity and inefficiency. Indeed, centralisa
tion does not solve but aggrevates the problems of 
the people. 

21.2.08 We have drawn attention in the Chapter 
on Economic and Social Planning to the need for 
decentralisation of the Planning process. The 
objectives of decentralised Planning cannot be 
achieved unless the Panchayati Raj and other local 
bodies are allowed full scope to play their role. 
We are of the view that for this purpose, it is neces
sary that elections are held regularly and adequate 
finances are devolved on these institutions. 



21.2.09 To rectify this dysfunctioning of the local 
self-governing bodies it is necessary to ensure, by 
legal fJI'ovisions analogous to those in Articles 172 
and 174 of the Constitution, that elections to and 
sessions of Zilla Parishads and Municipal Corpora
tions are held regularly and these institutions do 
not remain superseded for long periods. The power 
of enactine such a law ve,ts under Entry 5, List II 

·exclusively- in the State Legislatures. Nevertheless, 
uniformity in these aspects 0f the law throughout 
the territory of India. is essential. This uniformity 
can be secured by adopting, in the following order 
of preference, any of the alternatives given below :-

(i) By laws with respect to this matter made by all 
the State Legislatures in accordance with a 
model Bill prepared on the basis of consensus 
at the forum of the Inter-State Council 
(Inter-Governmental Council, recommended 
by us to be established under Article 263). 

(ii) By a law on this subject made by Parliament 
under Article 252(1) with the consent of the 
Legislatures of all the States. · 

(iii) By a Parliamentary law uniformly applicable 
throughout India contHining provisions 
analogous to Articles 172 ·and 174 ·of the 
Constitution. 

Adoption of alternative (i) or (ii) will not require 
any amendment of the Constitution. However, 
as a condition precedent for adopting alternative 
(iii), those aspects of the matter which are analogous 
to Articles 172 and 174, will have to be carved out of 
the ambit of Entry 5, List II and transnosed as a 
separate item to List III. 

We recommenr! th"t in ord"r to ensur~ th1t elec
tions to s~ssions of Zilla Parishocts "nd Muni
cipal Corporations are held regularly and these 
institutions do not remain superseded for long pe
riods, any one of the alternatives, (i), (ii) and (iii) 
be pursued in the order set out above. Recourse 
to alternative (iii) may be had only as a last resort 
when attempts to follow alternatives (i) and (ii) fail, 
or•are otherwisefound infeasible. 

CITIZEN PARTICTPATTON, 

21.3.01 Effective participation"by citizens is an 
integral part of democracy. Large parts of the pro
grammes, projects and services initiated bv the Union 
are executed in the States. Many of the pro
grammes ~undertaken bv the States also have wider 
implications for the Union as well as local Govern
ments. There is"'at present no forum where a citizen 
can present' his -views on all these matters. No 
doubt. various issues of national· importance would 
be discussed by the Inter-Governmental Council 
recommended'by ~us. But it will necessarily be in 
camera. 

1121.3.02 We feel that the I.G.C. should set uo an 
Advisory Committee of experts which may look 
into· specific' inter-governmental problems requiring 
specialr' knowledge of the subject, such as law 
econo~ics,' sociology etc. The proceedings of thi~ 
ComiDittee should be unfettered h" the formal 
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positions taken by the various Governments, and 
may permit public hearings. This will enhance the 
acceptability of the programmes and solutions sug
gested by the I.G.C. and ensure efficiency in their 
implementation. 

21.3.03 In view of the relatively communal nature 
of some "maiorities" and "minorities" of 
different hues (of religion, caste, language, race, etc.) 
at different governmental levels of our country, it 
is most important that democracy is seen as Govern 
ment' by "compromise" between the majority and 
the minority, and not an authoritarian use by the 
former of its voting power riding roughshod over 
the latter. In this context, the sense of "realism", 
spirit of "moderation" and reluctance to push issues 
to the "extreme" that is usually shown bv "majori
ties", say, in a country like the U.K.. in contrast 
with supposedlv m~re "loP.icnl" and less "mo
derate" use of voting pnw?r hy "maiorities" in 
~orne other democracies, h~ve mu~h greater re
levance for us. Tf the power of vote that democracy 
gives us is used thoughtless!\·. nr fanatically along 
communal lines, it may eventually sound the death
knell of secular democracy itself, in our hete
roeeneous societv. And this is where sound codes 
ofconduct and conventions play a crucial role. 

21.3.04 It will be useful if the T.G.C. arranges, 
through its Advisory Committee or otherwise, for 
a periodical review of the deviations from desirable 
codes of conduct and conventions and considers 
appropriate corrective action well before the situa-~1 
tion takes an unhealthy turn. -' . 

WORKING OF THE CONSTITUTION 

rconstitution Basically Sound 

21.4.01 The working of the Constitution in the last 
37 years, has demonstrated that it~ fundamental 
scl>.eme and provisions have withstood reasonably 
well the inevitable stresses and strains of the move
ment of a heterogenous society toward• its deve
lopment goals. The Constitution has been amended 
a number oftimes to adiust its working to the changes 
in the environment. Tn our view, it is neither ad
visable nor necessary to make any drastic changes 
in the basic character of the Constitution. 

21.4.02 But there is certainlv scope for improve
ment and reform in a number of asnects. as indicated 
by us. The actual working of the Constitution leaves 
much to be desired. 

21.4.03 A Constitution by its verv nature, cannot 
be too exhaustive, orovidin.!! for all possible con
tingencies. If it tried to do so, its labvrinthine 
complexity and Procrustean rigidity would soon 
render it unworkable in a changing world. 

21.4.04 As a matter of fact, there is a view that 
the Tndian Constitution is alreadv one of the most 
deteiled in the world. The Constitutions of many J 

maior countries are much shorter, less detailed and 
leave larger scope for judicial interpretation, co~es 
of CC\ncfuct ~nd •onvePtiC~ns to balance the clarms 
of stability ancl adaptabilit) 'lin tune with the current 
needs of a <!ynamic 1, •ciety. 



lmportance of Conventions 

21.4.05 Notwithstanding the fact that ours is a 
detailed Constitution, the Constitution-framers 
left certain matters to be governed by conventions, 
thereby giving to the holders of constitutional offices 
some degree of discretion in respect of such matters. 
Conventions lubricate the room left at the joints in 
the constitutional structure and protect them against 
ossification. "Conventions", as John Stuart Mill 
put it, "are unwritten maxi.ms of the Constitu.ti<?n 
by which the conduct of political aut~ontles IS 10 
fact regulated ............. without ~h!.ch the Con~-
titution would soon lose Its stability . The mam 
purpose of the Constitutional conventions is to 
ensure that the legal framework of the Constitution 
retains its flexibility to operate in tune with the pre
vailing constitutional,values of the period. Although 
conventions are not legally enforceable and the 
sanction behind them is moral and political, 
yet some conventions of the Constitution which set 
norms of behaviour of those in power or which 
regulate the working of the various parts of the Cons
titution and their relations to one another, may be 
as important, if not of greater significance, as the 
written word of the Constitution itself. This is 
particularly true of the role of 'conventions' in a 
system of Parliamentary democracy having a 
Constitutional disbtribution of powers between two 
or. more levels of Government. The archetypical 
convention which requires the Governor to appoint 
only that person as the Chief Minister who can head 

-~ a Council of Ministers commandmg an absolute 
·majority in the Legislative Assembly, is the essence 
of the Cabinet system of Parliamentary, democracy, 
although a breach of this convention is immune 
from challenge in a court of law. 

21.4.06 One unfortunate fact of the Indian situa
tion is that enough attention has not been paid to 
the' evolution and observance of the right codes of 
conduct and conventions. Even the codes and con
ventions evolved in the earlier years have been broken 
too lightly in the later years. Expediency has some
times been given precedence over widsom and 
short-term advantages over long-term benefits. 
Narrow personal or parochial . interests have been 
given priority over larger natiOnal mteres~s. One 
unwise action has provoked an equally unwise reac
tion and triggered off a whole chain of adversary 
relationships. There is an increasin~ tendency to 
resort to violence and extra-ConstitutiOnal methods 
to force settlement of political or economic issues
imagined or,, real. 

21.4.07 This would be a cause for concern even 
in a small; homogeneous country. In India, a h~te
rogeneous ''country of hug_e dimentions, this cannot 
be a matter of grave anxiety. 

21.4.08 A natural reaction of some people has 
been that all the loopholes in the Constitution 
which have permitted aberrant developments, 
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shouldl, be plugged. It is urged that, if conventions 
do notL work, appropriate 'cc-nstitutic.nal fafc tuards 
should be provided. If appropriate conventions 
are not followed and the discretion provided under 
certain circumstances is misused, tlte entire system 
may~ collapse. In order that appropriate conven
tions and codes of conduct get evolved, it is essen
tial1, that incumbents of constitutional offices and 
other sentinels of the polity are selected from 
among persons of admitted competence and inte
grity and provided with reason&ble security of 
tenure. 

21.4.09 The Constitutional amendments having a 
bearing on Union-state relations, , suggested by us, 
though significant, are not man{ These pertain 
to Article 155 (appointment of Governor);·~ Article 
217 (empowering the President to Frame Rules); 
Article 248 read.with Entry 97, List I (residuary 
powers regarding non-tax matters); Article 252(2) 
(regarding amendment of an Act passed under 
Clause (l)); Article 269(I)(f) and Entry 92, List I 
(enlargement of their scope); insertion of a provi
sion regarding sharing of Corporation tax, analo
gous to Al'ticle 272; Article 276(2) (for raising the 
tax-ceiling on professions, trades, etc.); Article 356 
(to ensure its proper and efficacious use) and shifting 
a part of Entry 5 of List II to List III (for ensuring 
regular elections to and working of local bodies by 
an1 all-India statute). 

21.4.10 But the changes we have proposed in the 
functional aspects of Union-State arrangements, 
are far more substantial. The more important of 
these relate to the role of Governor; reservation of 
State Bills for consideration of the President; use 
of the extraordinary powers under Articles 256, 
257 and 356; establishment of a standing Inter
Governmental Council wtth a comprehensive char
ter; National Economic and Development Council 
having a nexus with the Planning Commission for
malised under Article 263; limitation on Centrally 
Sponsored Schemes regarding subjects in the ex
clusive State field; State Finance and Planning 
Boards; role of Zilla Parishads and Municipal 
Corporations regarding socio-economic planning 
and development; restraint on excessive occupation 
by the Union of the Concurrent field; periodic 
review of the Industries (Development and Regula
tion) Act, 1951; decentralisation of powers assumed 
by law under Entry 52, List I; Loans of States and 
Municipalities etc. 

21.4.11 Given mutual trust, confidence and under- · 
standing between the two tiers of the polity, our 
recommendations-it is hoped-, if implemented, 
will go a long way to ensure smooth and harmonious 
working of the Union-State arrangements on prin
ciples of cooperative federalism. But, it is not 
claimed that they foreclose the need for a country
wide debate in political, academic and other forums 
as to their merits, utility and viability. 
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COMMISSION ON CENTRE.STATE RELATIONS 

PUBLIC NOTICE 

Government of India have, vide notification No. IV. 11017/1/ 
83-CSR, dated the 9th June, 1983 set up a commission to "exa
mine and review the working of the existing arrangements 
between the Union and State in regard to powers, functions 
and responsibilities in all spheres and recommend such changes 
or other measures as may be appropriate". 

The Commission•s assignment being comprehensive in 
character and of nation-wide . interest, it is but appropriate 
at the very outset, to collect some. . basic informati<?n. The 
Commission therefore, hereby sohc1ts from all mterested 
individuals , organisations and other sources such information 
(including published or written views) and factual data as may 
be relevant to any aspect of the aforesaid arrangements between 
the Union and the States, including the legislative, administ
rative fiscal economic and other spheres. An analytical study 
of su~h dat.; would facilitate the identification of the problems, 
issues and difficulties experienced in the working of these 

arrangements during the last 33 years. This would also render 
facile the preliminary task of preparing working papers and 
questionnaires for ascertaining by the Commission the views 
thereon of eminent experts or groups in the specified spheres. 

The Commission trusts that all concerned will extend their 
fullest co-operation and assistance to it and furnish the required 
information at their earliest to the Secretary to the Commis
sion, Lok Nayak Bhavan, 4th Floor, Khan Market, New Delhi-
110003. 

BY ORDER OF THE 
COMMISSION ON CENTRE-STATE 

RELATIONS 

Sd/-
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APPENDIX-ill 

Statement Showing Categorywise Replies R~ved In Response to the Commissions Questionnaire 

s. 
No. 

Category 

I. Serving and former presidents/Vice-Presidents/ 
Prime Ministers/Speakers of Lok Sabha/Chief 
Justices of India 

2. Serving & Former Union Ministers 
3. Union Ministers/Departments of Government 

of India 
4. State Governments/Union Territories 

S. Serving & Former Governors & Lt. Governors 
of State and Union Territories 

6. Serving & Former Chief Ministers of States & 
Union Territories 

7. Finance Ministers and other former Ministers 
of State 

8. Members of Constituent Assembly . 
9. Serving & Former Speakers/Chairman and 

Members of State Legislatures 
I 0. Presidents/General Secretaries of all the 

National, State/Regional and Registered 
Political Parties as per lists maintained by, the 
Chief Election Commissioner of India . . 

II. Other Political Parties & Groups 
12. Serving & Former Members of Parliament 
13. Serving & former Chief Justices and Judges of 

Supreme Court & High Court 
14. Serving & former Auditor General of India 

No. of 
Replies 
received 

7 

23 
25(States 
22 UTs.3) 

7 

12 

4 
II 

9 

36 
20 

6 

13 
I 

s. 
No. 

Category 

IS. Serving & former Attorneys/Solicitors General 
of India and Advocates General of the States 

16. Presidents/Secretaries of Bar Council of India 
and of States and Bar Associations of Supreme 
Court and High Court 

17. Eminent Jurists & Advocates 
18. Former Chairman/Members & Secretaries of 

Finance Commissions • 
19. Serving and former Governors/Deputy Gover-

nors of Reserve Bank of India . • . 
20. Serving & former Chief Election Commissioners 

of India 
21. Eminent Economists/Political Scientists, Univer

sities and Research Institutes . 
22. Editors of Important Dailies/Periodicals and 

distinguished Journalists & Correspondents 
23. Financial Institutions and Chembers of Com

merce & Industry 
24. Trade Unions, Service Associations, Farmer's 

Bodies & Employer's Associations, etc. 
25. Mayors/ Administrators of Municipal Bodies, 

etc. 
26. Miscellaneous (including individuals) 

TOTAL 

No. of 
Replies 
received 

I 

3 
24 

2 

2 

I 

79 

7 

8 

19 

3 
82 
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Note.-In aU, more than 6,800 copies of Questionnaire in English, and 500 copies in Hindi were canvassed. 

APPENDIX-IV 

Dates and Subjects of Supplementary QuestiODD&ire Issued to Relevant Organisations/Individuals 

Sl. Subject Date of Issue Sl. Subject Date of Issue 
No. No. 

I. Industry (for Central Govt.) September 22, 1984 6. Article 249 of the Constitution March 30, 1985 
2. Industry (for State Govts.) October 31, 1984 7. Article 252 of the Constitution March 30, 1985 
3. Inter-State River Water Disputes February 14, 1985 8. Miscellaneous Questions regarding 
4. Governor's Discretionary powers various Articles of the Constitution March 30, 1985 under Articles 163 and 200 January 18, 1985 
s. Office of the Governor and President's 9. Article 356 of the Constitution November 8, 1985 

Rule etc. March 30, 1985 10. Taxation of Agricultural Income . August I, 1986 

APPENDIX-V 

Dates of States visited by the Commission and Meetings Held with the State Governments at New Delbl 

SL 
No. 

State/Union Territories 

I. Kerala (Trivendrum) 
2. Madbya Pradesh (Bhopal) 
3. Himachal Pradesh (Shirnla) 
4. West Bengal (Calcutta) 
S. Tripura (Agartala) 
6. Assam (Guwahati) 
7. Kamataka (Bangalore) 
8. Andhra Pradesh (Hyderabad) 
9. Orissa (Bhubaneshwar) 

10. Nagaland (Kohima) 
11. Meghalaya (Shillong) . 
12. Maharashtra (Bombay) 

Date of Meetings 

June 1-7, 1984 
August 2·8, 1984 
September 17-19,1984 
November, 15-21, 84 
February 19-21, 1985 
February 23-26,1985 
April 1-12, 1985 
June 10-14, 1985 
July S-6, 1985 
September 27-28,1985 
Sept. 30 Oct. 1,1985 
Nov. 16·22, 1985 

Sl. 
No. 

SatatejUnion Territories 

13. Goa (Punaji) 
14. Bihar (Patna) 
15. Tamil Nadu (Madras) . 
16. Pondicherry 
17. Uttar Pradesh (Lucknow) 

Date of Meetings 

Nov. 23-25, 1985 
Dec. 18-20, 1985 
Dec. 26-31, 1985 
January 1-2, 1986 
January, 20·22 1986 

Meetings held with Government Representatives at New Delhi 
18. Haryana March, 12, 1986 
19. Gujarat November 20, 1986 
20. Jammu & Kashmir February 16, 1987 
21. Manipur February 20, 1987 
22. Rajasthan . March 19, 1987 

Note.-Sardar Surjit Singh Barnala, former Chief Minister of Punjab, who had submitted the State Government's Memoranduq~, 
as Chief Minister of April 24, 1987, met the Commission at New Delhi on July 14, 1987. 
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APPENDIX-VI 

List of Individuals/Bodies who made Submissions in the form of Memoranda/Replies to the Questionnaire etc. 

ANDHRA PRADESH 

I. Government of Aodhra Pradesh. 

2. Shri Gopal Rao Ekbote, 
Ex-Chief Justice, Andhra Pradesh, 
Hyderabad. 

3. Shri K. V. Vema Reddy, 
Former Speaker, 
A. P. Legislative Assembly, 
Aoantapur. 

4. Shri M. V. Subrahmanya Sastry, 
Shri A. Subba Rao, 
Shri K. Hanumantha Rao, 
Shri MoUakalapalli Koleshwar Rao, 
Shri P. J. MaUikharijuna Rao and 
Shri B. V. Raghava Rao, 
Paidipadu. 

5. Shri Mendu Venkata Rao, 
General Secretary, 
All India Telephone Traffic Employees' Association, 
Vijayawada. 

6. Shri Vavilala Gopala Krishnayya, 
Former MLA, 
Aodhra Pradesh Legislative Assembly, 
Sattenapalli. 

7. Waltair School of Economics, 
Aodhra University-Represented by 
Prof. G. Parthasarathy 
Prof. M. Jagadeswar Rao and 
Prof. Ch. A. Krishna Rao. 

S. Hony. Secretary, 
Prakasam Institute of 
Development Studies, 
Hyderabad. 

9. Shri Avva Satyanarayana Rao, 
Advocate, 
Hyderabad. 

10. Shri S. Radhakrishna, 
Editor, The Aodhra Patrika, 
Vijayawada. 

11. Shri C. V. Raghavulu, 
Prof. & Head of Political 
Science & Public Administration 
Nagarjuna University, 
Nagarjunasagar. 

12. Shri Pandrangi Rajeshwara Rao, 
Advocate & Journalist, 
Agraharam. 

13. Shri V. B. Raju, 
Former Minister, Aodhra Pradesh, 
Hyderabad 

14. Prof. N. A. Muttalib, 
Director, Regional Centre for Urban and 
Enrvionmental Studies, 
Osmania University, 
Hyderabad. 

IS. Dr. V. Bhaskara Rao, 
Prof., Kakatiya University, 
Warangal. 

16. Dr. D. Ramchandram, 
Lecturer in Public Administration, 
Secunderabad. 

17. Shri Vijay Kumar Adwant, 
Lecturer in Economics, 
ViveK Vardhini College, 
Hyderabad. 

18. Justice AUadi Kuppuswamy, 
Chief Justice, Aodhra Pradesh (Retd.) 
Hyderabad. 

19. Dr. C. P. Kasaiah, 
Reader in Economitrics, 
S.V. University College of Arts & Science, 
Tirupati. 

20. President, 
Telugi Jatti Vimukthi Sangam, 
Hyderabad. 

21. Shri N. V. Rao, 
I.F.S. (Retd.), 
Hyderabad. 

22. Shri K. Brahmananda Reddi, 
Former Chief Minister, 
Former Union Home Minister, 
Former President, Indian National Congress, 
Hyderabad. 

23. Shri M. Rarnakrishnayya, 
I.A.S. (Retd.), Former Dy. Governor of RBI, 
Hyderabad. 

24. Shri Akbar Ali Khan, 
Ex-Governor, Aodhra Pradesh, 
Hyderabad. 

25. Shri N. Laxminarayan, 
Ex-Mayor, Ex. M.L.A., 
Hyderabad. 

26. Shri M. Baga Reddy, 
Leader of the Opposition, 
AP Legislative Assembly, 
Hyderabad. 

27. Shri R. Srihari Rao, 
Social Worker, 
NampaUy, Hyderabad. 

28. Shri N. Poornachandra Rao, 
Nehru Nagar. 
Guntur. 

29. General Secretary, 
Forum for Right to work, 
Hyderabad. 

30. President, 
Weavers Welfare Society, 
Kakinada. 

ASSAM 

31. Government of Assam. 

32. General Secretary, 
Asom Jatiyatabadi Dol, 
Guwahati. 



33. Shri Deveswar Sarmah, 
Senior Advocate and 
Ex.-MP, Ex-Minister of Assam, 
Jorhat. 

34. General Secretary, 
Assam State Employees, 
Federation, 
Guwabati. 

35. Chairman, 
Action Committee of 
North East Regional Parties, 
Guwabati. 

36. Shri Salis C. Kakati 
Guwabati. 

BIHAR 
37. Government of Bihar. 

38. Dr. Jagannath Mishra 
Ex-Chief Minister, Bihar, 
Patna. 

39. Dr. Kedar Nath Kumar 
Reader, 
Magadh University, 
Bodb-Gaya. 

40. Shri Barfi Dev Wafa, 
Panasayan. 

41. Prof. Madan Mohan Sharma, 
Deptt. of Political Science, 
University of Bihar, 
Muzalfarpur. 

42. Dr. P. K, Jha 
Dept!. ofEconouri~, 
L. N. Mithila University, 
Darbhanga. 

43. Director, 
Jagjivan Ram Institute of 
Parliamentary Studies & 
Political Research, 
Patna. 

44. Dr. A. D. Roy Choudhuri 
Head of Department of Law, 
Patna University, 
Patna. 

45. Shri K. P. Verma 
Advocate, 
Purnea. 

46. Shri Saryu Roy 
Convener, J. P. Vichar Manch, 
Patna. 

47. Shri Pradhan H. Prasad 
Prof. of Econouri~, 
A. N. Sinha Institute of Social Studies, 
Patna. 

48. Dr. J. N. Tewari, 
Deptt. of Economics, 
Patna University, 
Patna. 

49. Bihar State Bar Council 
Patna. 

SO. Shri Kedar Nath Singh 
Daryapur, 
Distt. Saran (Chappra). 
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51. Dr. Shaibal Gupta 

Lecturer in Economics, 
A.N. Sinha of Institute Social Studies, 
Patna. 

52. President, 
Jharkband Mukti Morcha, 
Dhanbad. 

53. Prof. Durganand Sinha 
A.N. Sinha Institute of Social Studies, 
Patna. 

54. Prof. Dibakar Jha 
Retired Professor of Economi~. 

Patna University, 
Patna. 

55. Shri Ram Shobha Singh 
& Other fourteen teachers of RDS College, 
Muzatfarpur. 

GUJAR.U 

56. Government of Gujarat. 

57. Shri Rafiuddin Shaikh 
Mayor of Ahmedabad & Chairman, 
All India Council of Mayors, 
Ahmedabad. 

58. Shri Babubhai J. Patel 
Ex-Chief Minister of Gujarat, 
Gandhinagar. 

59. Dr. I. G. Patel, 
Former Governor, R.B.I. 
Director, Indian Institute of Management, 
Ahmedabad. 

60. Prof. D. N. Pathak 
Peace Research Centre, 
Gujarat Vidyapith, 
Ahmedabad. 

61. Prof. H. C. Dholakia 
Dean, Faculty of Law, 
MS University of Baroda, 
Baroda. 

62. Shri Chimanbhai S. Patel 
Editor' •Sandesb", 
Ahmedabad. 

63. Dr. Himmat Patel 
Reader in Economi~. 
Department of Economi~. 
Sardar Patel University, 
Vallabh Vidyanagar. 

HARYANA 
64. Government of Haryana. 

65. Dr. Himmat Singh Sinha 
Deptt. of Philosophy, 
Kurukshetra University, 
Kurukshetra. 

66. Registrar, 
Maharshi Dayanand University, 
Rohtak. 

67. Dr. Vishnoo Bhagwan 
Principal, Pt. J.L.N. Govt. College, 
Faridabad. 

68. Registrar, 
Haryana Agriculture University, 
Hissar. 
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HIMACHAL PRADESH 

69. Government of Himachal Pradesh. 

70. Justice D. K. Mahajan 
Ex-Chief Justice, 
Punjab & Haryana High Court, 
Bhadwar. 

71. Justice T.V.R. Tatachari 
Ex-Chief Justice, 
Delhi High COurt, 
Lok Ayukta, Himachal Pradesh, 
Shim! a. 

72. Shri Hokisha Serna 
Governor, 
Himachal Pradesh, 
Shimla. 

73. Dr. I. P. Massey 
Prof. & Head, Deptt. of Law 

& 
Shri A. R. Chauhan, 
Registrar, 
H. P. University, 
Shim Ia. 

74. President, 
Democratic Socialist Party, 
Himachal Pradesh. 
Shimla. 

75. Dr. Ranbir Sharma, 
Prof. & Head Department of Political Science, 
H.P. University, 
Shimla. 

JAMMU & KASHMIR 

76. Government of Jammu & Kashmir. 

77. Dr. Arun K. Gupta 
Director, 
Model Institute of Education & Research, 
Jammu. 

78. Dr. Farooq Abdullah 
Ex-Chief Minister, 
Jammu & Kashmir. 
(Forwarding a copy of Statement released by opposition 
parties after Srinagar COnclave. 

KARNATAKA 

79. Government of Kamataka. 

80. Shri G. S. Sampat, IRS (Retd.), 
Ban galore. 

81. Shri Kadidal Manjappa 
Ex-Chief Minister of Karnataka, 
Bangalore. 

82. Shri B. S. Sambasiva lyer, 
Retd, Under Secretary, 
Government of Kama taka, 
Bangalore. 

83. Shri K.N. Seshadri 
Reader, 
Post Graduate, Deptt. of Law, 
Karnataka University. 

84. Smt. N.R. Ahalya 
Bangalore. 

85. Dr. K. Raghavendra Rao 
Deptt, of Political Science, 
Karnataka University, Dharwad. 

86. Dr. R. S. Narayan 
Advocate, Bangalore. 

87. Shri N.K. Ganapaiah 
Secretary General, 
The Farmers' Federation of India, 
Saklaspur. 

88. Dr. (Mrs.) Hemalata Rao 
Associate Professor, 
Economic Unit, Institute for 
Social & Economic Change, 
Bangalore. 

89. Dr. G. Thimmaiah 
Director, 
Institute for Social & Economic Change, 
Bangalore. 

90. Shri T. Devidas 
Reader and 
Shri P. Jshwar Bhat 
Lecturer, 

Deptt. of Post Graduate, 
Studies & Research in Law, 
University of Mysore. 

91. Shri P. S. Appu, lAS (Retd.) 

Bangalore. 

92 Shri R.B. Nadiger 
Kuppagadde, 
Shirnoga Distt. 

93. Registrar, 
Kamataka Un iversity, 
Dharwad. 

94. Shri B. V. Naik 
Member of Parliament, 
GonehaUi, 
Via Madanageri. 

95. Shri K. V. Sadashiviah 
Jayanagar, Bangalore. 

96. Dr. B. K. Chandrashekhar, 
Prof. of Law, 
Indian Institute of Management, 
Bangalore. 

97. Shri L. Srikantiah, 
Advocate, MLC (Retd.) 
Mysore. 

98. Shri S. Subramaniam 
Former Director, 
Administrative Intelligence, 
Ban galore. 

99. President, 
Kamataka Rationalist Association, 
Ban galore. 

100. Shri K. S. Narayan 
Advocate, 
Bangalore. 

I 01, Secretary 
Karnataka State Council of CPI, 
Bangalore. 

102. Dr. M. C. Kodli 
Bangalore. 



103. Shri M. Y. Ghorpade, 
Former State Finance Minister, 
Saodur. 

1()4. President, 
The Karnataka State Government, 
Employees Association, 
Bangalore. 

105. Shri S. Sivappa 
Former Chainnan, 
Karnataka Legislative Council, 
Baogalore. 

106. Shri D. R. Venkataramanan 
N.R. Colony, 
Bangalore. 

107. Dr. N. V. Ratnam 
Indian Institute of Management, 
Baogalore. 

108. Shri P. K. Srinivasan 
Assistant Editor Deccan Herald, 
Bangalore. 

109. President. 
Federation of Karnataka Chamber of 
Commerce & Industry, 
Baogalore. 

110. Dr. N. S. Ramaswamy 
Director, 
Indian Institute of Management, 
Baogalore. 

Ill. Shri K. H. Patil 
President, 
Karnataka Pradesh Congress 
Committee (I) 
Bangalore. 

112. Shri N. Santosh Hegde 
Advocate General, Karnataka, 
Bangalore. 

113. Shri Michael B. Fernandes 
Ex-MLC, Legislative Assembly, 
Bangalore. 

114. Shri B. T. Parthasarthy 
Advocate, 
Bangalore. 

115. President, 
Republican Party of lndia(K}, 
Bhimshakthi, 
Belgaum. 

116. Secretariat-Member, 
Communist Party of India (Marxist), 
Karnataka State Committee, 
Bangalore. 

KERALA 

117. Government of Kerala. 

118. Shri M. V. Krishnan Nair 
Keecherry, Pappinisserri P.O., 
(;annanore. 

119. Dr. C. N. Purushothaman Nair 
Prof. & Head, Department of 
Commerce & Maoagement Studies, 
University of Calicut, 
Calicut. 
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120. Dr. N. Chendersekharao Pillai 
School of Maoagement Studies 

and 
Prof. Dr. K.C. Sankaraoarayanao 
Head of Department, Applied Economics, 
University of Cochin, 
Cochin. 

121. Shri G. Ramaoathan 
Retd. Principal of Training Colleges, 
Trivaodrum. 

122. Shri P.P .Pillai 
Reader and Head of Deptt. of Economics, 
Dr. John Mathai Centre, 
P.O. Aranattukara, 
Trichur. 

123. Dr. K. Parameswaran 
Prefessor, 
Centre for Advaoced Legal Studies and 
Research, Trivendram. 

124. Shri P. S. Habeeb Mohamed 
Vice-Chancellor, 
University of Kerala, 
Trivandrum. 

125. Dr. I. S. Gulati 
Centre for Development Studies, 
Trivaodrum and 
Dr. K. K. George 
School of Management Studies, 
University of Cochin, 
Cochin. 

126. Prof. A. Vaidyanathan 
Centre for Development Studies, 
Trivandrum. 

127. Prof. Dr. M. V. Pylee 
Director General (AIDE} 
Former Vice Chancellor, 
University of Cochin, 
Cochin. 

128. Shri T. Madhava Menon, 
Vice-Cbancellor, 
Kerala Agricultural University, 
Trichur. 

129. Commissioner 
Corporation of Cochin, 
Ernakularn (Cochin). 

130. Shri C. K. Kochukoshy, lAS (Retd.) 
Former Member, Board of Revenue and 
Chairman, Kerala State Electricity Board, 
Trivandrum. 

131. Justice V. R. Krishna lyer 
Former Judge of Supreme Court, 
Ernakulam. 

132. Member-Secretatiat 
Communist Party of India (Marxist), 
Kerala State Committee, 
Trivandrum. 

133. President, 
Kerala Pradesh Congress Committee (I), 
Trivandrum. 

134. President 
Jaoata Party, Kerala, 
Trivandrum. 
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135. General Secretary, 
Kerala Congress (J), 
Trivandrum. 

136. <General Secretary, 
Indian National Congress Party, 
Kerala Unit, 
Trivandrum. 

13 7. Chairman, 
Kerala Congress (Mani Group), 
Trivandrum. 

138. General Secretary, 
Praja Socialist Party, 
Trivandrum. 

139. General Secretary 
Malayalee Desheeya Munnani, 
Cochin. 

140. General Secretary 
Revolutionary Socialist Party, 
Kerala Committee, 
Trivandrum. 

141. Secretary, 
State Committee of the Peasants & 
Workers Party of India (Kerala Unit), 
Trivandrum. 

142. Vice-President, 
Kerala Pradesh Congress (Socialist) Committee, 
Ernakulam. 

143. Shri N. A. Mammuhl\ii, MLA, 
(On behalf of Muslim League 
State Committee), 
Trivandrum. 

144. General Secretary, 
Federation of State Employees & 
Teachers' Organisations, 
Kerala, 
Trivandrum. 

145. Shri E. K. Nayanar, 
Leader of Opposition, 
Kerala Legislative Assembly, 
Trivandrum. 

MADHYA PRADESH 

146. Government of Madhya Pradesh. 

147. Shri B. D. Sharma, 
Former Chief Minister Haryana and 
Governor of M.P., 
Bhopal. 

148. President, 
Mahakoshal Chamber of Commerce & Industry, 
Jabal pur. 

149. Dr. R. C. Shukla, 
Vice-Chancellor, 
Bhopal University, 
Bhopal. 

150. Justice P.K. Tare, 
Ex-Chief Justice, M.P., 
Chairman, 
M.P. Law Commission, 
Bhopal. 

151. Shri A.N. Saxena, 
President, MP Electricity, 
Inspectorate Engineer's Association, 
Bhopal. 

!52. Shri Ram Sahai Tiwari, 
Member Constituent Assembly and Ex. M.P., 
Chhattarpur. 

!53. Shri Ram Sahai, 
Member Constituent Assembly and Ex.-M.P., 
Vidisha. 

154. Shri M. G. Malegaonker, 
Secretary, 
Congress Committee (D. 
Jabal pur. 

155. Shri P. N. Sanaddar, 
Shastri Nagar, 
Gwalior. 

!56. Secretary, 
Communist Party of India (Marxist), 
Madhya Pradesh State Committee. 
Bhopal. 

157. General Secretary. 
Madhya Pradesh Congress Committee (I), 
Bhopal. 

MAHARASHTRA 

!58. Government of Maharashtra. 

159, Shri Dilip Shantaram Dahanukar, 
Industrial Assurance Building, 
Churchgate, Bombay. 

!60. Shri V. S. Murti, 
Professor & Head of Dept!., of Public Admn., 
Nagpur University, 
Nagpur. 

161. Deputy General Manager, 
Industrial Development Bank of India, 
Bombay. 

162. Secretary, 
Bombay Chamber of Commerce and Industry, 
Bombay, 

163. Shri S. Subbiah, 
Malad (West), 
Bombay. 

164. The Registrar, 
Marathwada University, 
Aurangabad. 

165. Shri D. R. Mandke, 
Editor Ajanta Express, 
Puma. 

166. Shri Nani A. Palkhivala, 
Senior Advocate, Supreme Court, 
Bombay. 

167. Shri M. R. Masani, 
Member constitutent Assembly, 
Bombay. 

168. Dr. N. R. Jnamdar, 
Professor & Head of Deptt. of Political :Science and 
Public Admn., University of Poona, 
Pun e. 

169. Shri Mohan Dharia, 
Ex-Union Minister, 
Pun e. 

170. Shri M. G. Bhasin, 
Professor & Head of Deptt. of Geography, 
DBF Dayanand College of Arts & Science, 
Sola pur. 



171. Prof. S. R. Ozarkar, 
Principal, 
Rajaram College, 
Kolhapur. 

172. Vice-Chancellor, 
Marathawada Agriculture University, 
Parbhani. 

173. Dr. Ankush B. Sawant, 
Convener, 
Indian Centre for Democratic Socialism 
Aurangabad. 

174. Shri D. R. Pendse, 
Economic Advisor, 
Tata Industries, 
Bombay. 

175. Shri A. G. Noorani, 
Nepean Sea Road, 
Bombay. 

176. Acting Secretary, 
The Employers' Federation of India, 
Bombay. 

177. Shri H. M. Seervai, 
Senior Advocate, Supreme Court, 
Bombay. 

I 78. Shri Mohammad Rashid, 
Baramati, Pune. 

179. Shri K. K. Shah, 
Former Union Member and 
Ex-Governor, 
Bombay. 

180. Mr. B. C. Kamble, 
Ex-M.P. & Leader, 
Republican Party of India (Kambl 
Bombay. 

181. Dr. H. K. Paranjape, 
Professor, 
Indian Institute of Public Administration 
Research Fellow, 
Indian Council of Social Science Research, 
Pune. 

182. Shri Sudbir Joshi, 
Ex-Mayor, 
Bombay. 

183. Shri Shivraj Nakade, 
Principal, 
Dayanand College of Law, 
Latur. 

184. Shri V. G. Rajadbyaksha, 
Member, Planning Commission, 
Chairman, 
High Level Committee on Power. 

185. Dr. (Mrs.) Krishnabai Nimbkar, 
Pune. 

MANIPUR 

186. Government of Manipur. 

MEGHALAYA 

187. Government of Meghalaya. 

188. Shri B. B. Lyngdoh, 
Leader of the Oppsition, 
Ex-Chief Minister of Meghalaya, 
Shillong. 
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189. Chief Executive Member, 
Khasi Hills Autonomous, 
District Council, 
Shillong. 

190. Shri R. Dutta, 
Planning Advisor, 
North Eastern Council Sectt .. 
Shillong. 

NAG ALAND 

191. Government of Nagaland. 

192. President, 
Nagaland People Party, 
Kohima. 

I 93. Shri Nihovi Soma, 
Ex-Minister, 
Chairman, 
Nagaland Ex-Parliamentarian Association, 
Mokokchung. 

ORISSA 

194. Government of Orissa. 

195. Dr. Harekrushna Mehtab, 
Ex-Chief Minister, Orissa, 
Bbubaneswar. 

196. Shri Nityanand Acharya, 
Agragami Karyalaya, 
Bolangir. 

197. Dr. B. B. Jena, 
Prof. & Head of the Deptt. of Political Science, 
Berhampur University, 
Berhampur. 

198. Sbri R. K. Misbra, lAS, 
Orissa. 

199. Sbri S. K. Chattopadbyaya, 
Retd. Professor of Philosophy, 
Cuttuck. 

200. Shri Tankadhan Mahapatra, 
Advocate, 
Dhenkanal. 

201. Sbri K. Ramamurthi, 
Vice-Chancellor, 
Orissa University of Agriculture & 
Technology, 
Bhubaneswar. 

PUNJAB 

202. Sbri Fateh Singh Bagga, 
Jandiala Guru, 
Amritsar. 

203. Prof. Dr. R. R. Sharma, 
Prof. & Head Deptt. of Biophysics 
Postgraduate Institute of ' 
Medical Education & Research, 
Chandigarh. 

204. Sbri S. A. Johl, 
Vice-Chancellor, 
Punjab University, 
Patiala. 

205. Sbri Ajit Singh Sarhadi, 
Sr. Advocate, 
Chandigarh. 



' ,. 

206. 

[207. 

Shri Gian Chand, 
Sector s .. c, 
Chandigarh. 

Shri Brij Bhushan Mehra, 
Ex-Speaker, 
Punjab Vidhan Sabha, 
Chandigarh. 

208. Dept!. of Public Administration, 
Punjabi University, 
Patiala. 

209. Shri K.T.S. Tulsi, 
Advocate, 
Chandigarh. 

210. Shri Sham Singh Harikay, 
Advisor, 
Punjab Pradesh Congress Kisan Dal (T), 
Ludhiana. 

RAJASTHAN 

211. Government of Rajasthan. 

212. Shri Agam Singh and 
Shri Sukh La! Sharma, 
Jaipur. 

213. Shri B. L. Panagariya, 
Member, Senate, University of Rajasthan, 
Jaipur. 

214. Dr. M.C. Jain Kagzi, 

215. 

216. 

217. 

218. 

Professor, 
University Studies in Law, 
University of Rajasthan, 
Jaipur. 

Shri Gokulbhai Bhatt, 
Member Constituent Assembly, 
Jaipur. 

SIKKIM 

Government of Sikkim. 

Shri Nar Bahadur Bhandari, 
President, 
Sikkim Sangram Parishad, 
Gangtok. 

TAMIL NADU 

Government of Tamil Nadu. 

219. Mrs. Vijayavalli, 
Srivilliputtur. 

220. Shri V. V. Sundaresan, 
Freedom Fighter, 
Velappadi, Vellore. 

221. Shri R. R. Dalavai, 
Convener, 
Civil Liberties Council, 
Madras. 

'222. Dr. K. P. Krishna Shetty, 
Advocate, 
Former Reader in Constitutional Law , 
University of Madras, 
Madras. 

223. Registrar, 
Department of Economic Studies, 
Sociology and Political Science, 
Madurai Kamaraj University, 
Madurai. 
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224. Shri M. S. Vedanayagam, 
Former Senior Supervisor, 
Madras Telephones, 
Madras. 

225. Shri K. S. Anandhan, 
Advocate, Gobichettipalayam, 
Distt. Periyar. 

226. Shri N. T. Vanamamalai, 
Senior Advocate, 
High Court of Madras, 
Madras. 

22 7. Secretary, 
Bar Council of Tamil Nadu, 
Madras. 

228. Secretary, 
Hindustan Chamber of Commerce, 
Madras. 

229. Shri B. Robert Gananamuthu, 
Political Advisor, 
Pattiveeranpatti, 
Madurai. 

230. Shri G. Paramananthan, 
Jr. Assistant, 
Directorate of Medical Education, 
Madras. 

231. General Secretary, 
Tamil Nadu Government Employees' 
Association, 
Madras. 

232. Justice M.M. Ismail, 
Former Chief Justice, 
Madras High Court, 
Madras. 

233. Shri D. Vaseekaran, 
President, 
All India Christian Party, 
Madras. 

234. Shri M. Ramasamy, 
President, 
Anoamandram, 
Madurai. 

235. Shri M. P. Sivagnanam, 
President, 
Tamil Arasu Kazhagam, 
Madras. 

236. Shri R. K. Balasubramanian, 
Chief Executive, 
Bureau for Parliamentary Work, 
Madras. 

237. Shri M. Karunanidhi, 
President, 
Dravida Munnetra Kazhagam, 
Madras. 

238. Shri Sathyalaya P. Ramakrishnan, 
General Secretary. 
uSathyalaya", Madras. 

239. Shri R. Sankaran, 
Sivaprasad Industries, 
Coimbatore. 

240. Shri B. R. Guruswamy, 
Nehru Illam, 
TirucbirapalU, 

----------- -~-- -----



241. Dr. M. Naganathan, 
Reader, Dept!. of Economics. 
University of Madras. 
Madras. 

242. Smt. Jothi Yencatachellum, 
Ex-Governor of Kerala, 

Cuddalore. 

243. Shri R. S. Narayanaswamy, 
Ret d. News Editor, 
The Indian Express, 
Madras. 

244. Dr. Satyanarayana Moturi, 
Member Constituent Assembly, 
Madras. 

245. President, 
Tamil Nadu Kamaraj Congress, 
Mylapore, Madras. 

246. Shri 0. V. Alagesan, 
Member Constituent Assembly & 
Former Union Minister, 
Madras. 

247. General Secretary, 
Namadhu Kazhagam, 
Madras. 

248. Shri P.C. Mathew, ICS (Retd. ), 
Madras, 

TRIPURA 

249. Government of Tripura. 

250. General Secretary. 
Tripura Government Employees' 
Federation, 
Agartala. 

UTTAR PJlADESH 

251. Government of Uttar Pradesh. 

252. Dr. P. Sharan, 
Retd. Principal, 

and 
Sbri S.P. Dwivedi, 
Lecturer, Meerut College, 
M-ut. 

253. Dr. C. M. Jariwala, 
Reader in Law, 
Baoaras Hindu University, 
Varanasi. 

254. Dr. P.C. Mathur, 
Prof. of Economics (Retd.), 
L.B.S. National Academy of Administration, 
Mussoorie. 

255. General Secretary, 
All India Vaishya Federation, 
Jwalapur, Distt. Saharanpur. 

256. Shri Shyam Dbar Misra, 
Former Union Minister, 
Varanasi. 

257. Shri L.D. Thakur, 
Head of o, tt. of Political Science, 
Lucknow Universny, 
Lucknow. 
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258. or: Shailendra Singh, 
Reader in Economics, 
Deptt. of Economics, 
Lucknow University, 
Lucknow. 

259. Dr. Anirudh Prashad, 
Reader, 
Dept!. of Law, 
University of Gorakhpur, 
Gorakhpur. 

260. Shri Sunder Lal Bahuguna, 
Chipko Information Centre, 
Tehri Garbwal. 

261. Hony. Secretary, 
Institute for Constitutional and 
Parliamentary Studies, 
U.P. Regional Branch, 
Lucknow. 

WEST BENGAL 

262. Government of West Bengal. 

263. Shri Dilip Suraana, 
Advocate, 
Calcutta High Court, 
Calcutta. 

264. Shri Prafulla Chandra Sen, 
Former Chief Minister, 
West Bengal, Calcutta. 

265. Shri Dalai Chandra Ray, 
Senior Advocate, 
Calcutta High Court, 
Calcutta. 

266. Justice S.A. Masud (Retd.) 
Hony. Treasurer, 
Viswa Bharati, 
Calcutta. 

267. Shri Somendra Chandra Bose, 
Sr. Advocate & President, 
Bar Association, High Court, 
Calcutta. 

268. General Secretary, 
Bank Employees' Federation, 
West Bengal, Calcutta. 

269. Shri S. P. Sen Verma, 
Former Chief Election Commissioner of India. 
Calcutta. 

270. Shri Suhas Chattopadhyay, 
Economic Research Unit. 
Indian Statistical Institute, 
Calcutta. 

271. Prof. Bhabatosh Datta, 
Emeritus Profe.'isor of Economics, 
Presidency College, 
Calcutta, 
and 
Former Member, Fourth Finance Commission. 

272. Secretary, 
The Bengal Chamber of Commerce and Industry, 
Calcutta. 

273. Shri Upendranath Barman, 
Member Constituent Assembly, 
Jalpaiguri. 



274. Shri Prabhudayal Himatsingka, 
Member Constituent Assembly, 
Calcutta. 

275. President, 
Calcutta Chamber of Commerce, 
Calcutta. 

276. Shri Annada Sankar Ray, 
I.C.S. (Retd.), 
Calcutta. 

277. Smt. Renuka Ray, 
Member Constituent Assembly, 

. Calcutta. 

278. General Secretary, 
Revolutionary Socialist Party, 
Central Secretariat, 
Calcutta. 

279. Shri Nakuleswar Banerjee, 
Advocate, 
Calcutta High Court, 
Calcutta. 

280. Shri Atulya Ghosh, 
Calcutta. 

281. Smt. Manjusri Monda!, 
Calcutta. 

282. Shri Saroj Mukherjee, 
Secretary, 
West Bengal State Committee, 
Communist Party of India (Marxist), 
Calcutta. 

283. President, 
Indian Association, 
Calcutta. 

284. Shri S. R. Chakrabarti, 
Secretary (Retd.), 
Bengal National Chamber of 
Commerce and Industry, 
Calcutta. 

285. President, 
West Bengal Headmasters' Association, 
Calcutta. 

286. Dr. A. Sanyal (Vettadhish), 
Viswa Sanskrit Mission, 
Calcutta. 

287. Shri Sana! Kumar Chakrabarty, 
Asstt. Teacher, 
Masat A. M. High School, 
Masat, Distt. Hooghly. 

288. Secretary, 
Revolutionary Communist Party of India, 
West Bengal State Committee, 
Calcutta. 

289. Shri Chittaranjan Bag, 
Advocate, Lecturer, 
Calcutta University, 
College of Law, 
Calcutta. 

290. Dr. Biplab Dasgupta, 
Professor, 
University of Calcutta and Executive 
Vice-Chairman, 
West Bengal Comprehensive Area Development 
Corporation, 
Calcutta. 
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29 I. President, 
Bhartiya Janata Party, West Bengal, 
Calcutta. 

292. General Secretary, 
Socialist Unity Centre of India, 
Central Conunittee, 
Calcutta. 

293. Shri Amit Jyoti Sen, 
Indian Institute of Mana11emcnt, 
Calcutta. 

294. Secretary • 
Communist Party of India, 
West Bengal State Council, 
Calcutta. 

295. Convener, 
Vritti Vikas, 
Calcutta. 

UNION TERRITORIES 
DELID 

296. Shri Dharma Vira, I.C.S. (Retd.), 
Former Governor. 

297. Shri E.M.S. Namboodiripad, 
Former Chief Minister (Kerala). 

298. Justice H. R. Khanna, 
Former Judge of the Supreme Court. 

299. Hony. General Secretary, 
New Delhi Traders Association. 

300. Executive Secretary, 
All India Panchayat Parishad. 

301. Prof. Sher Singh, 
Former Union Minister of State. 

302. Shri H. N. Bahuguna, 
Former Union Minister, 
President, 
Democratic Socialist Party. 

303. Vice-Chairman, 
Deendayal Research Institute. 

304. Dr. B. R. Kharlukhi, 
Member of Parliament. 

305. Shri Virna! Dave, 
Advocate, Supreme Court. 

306. Smt. Tarkeshwari Sinha, 
General Secretary, 
Democratic Socialist Party. 

307. Shri K. L. Moza, 
Editor, 
Bhartiya Post. 

308. Shri P. Ramaswamy, 
Special Correspondent. 

309. Dr. Nagendra Singh, 
Judge of the International Court of Justice, 
& 
Member of Constituent Assembly. 

310. Prof. Ajit Kumar Sharma, 
Member of Parliament, 
(Rajya Sabha). 

3 II. General Secretary, 
Communist Party of India (Marxist), 
Central Conunittee. 
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312. Shri~ Tarlok Singh, 
Former Member, 
Planning Commission. 

313. Secretary. 
Centre of India Trade Unions. 

314. Shn G. Narsimba Reddy, 
Member of Parliament, 
(Lok Sabba) 

315. Sbri D. D. Malbotra, 
Reader, C. U.S., ~:...iL_ 
Indian Institute of Public Administration. 

316. Secretary (Econ.), 
• Federation of Indian Chan1bers 

of Commerce and Industry. 

317. General Secretary, 
Alllndia Forward Bloc. 

318. Sbri Govind Narain,ICS (Retd.), 
Former Governor. 

319. General Secretary, 
Communist Party of India, 
Central Office. 

320. Secretary, 
Alllndia Orgauisa•ion of Employers. 

all. Dr. Sushila Nayar, 
Former Union Minister. 

322. Shri M. L. Dwivedi and 
Cbaudhari Ranbir Singb, 
Members of Constituent Assembly. 

323. Justice R. S. Narula, 
Ret d. Chief Justice, 
Pwijab & Haryana High Court. 

324. Shri P. R. Dubhashi, lAS, 
Director. 
Indian Institute of Public Administration. 

325. Shri Ani! K. Nauriya. 
Advocate, 
Supreme Court. 

326. General Secretary, 
A!llndia State Government, 
Employees' Federation. 

327, Shri S. Bboothalingam, 
ICS (Retd.); 

328. Justice S. RangaraJan, 
Sr. Advocate and Former Judge 01 llle Delhi HiGh Court 

329. Sbri R.C.S. Sarkar, 1 
Former Chairman, UPSC, 
Government of India. 

330. Secretary General,l 
Indian Sugar Mills Association. 

331. Prof, P. B. Desai, 
Professor, 
Institute of Economic Growth. 

332. Justice Jaswant Singh, 
Former Judge, 
Supreme Court. 

333. Sbri Soli J. Sorabjee, 
Sr. Advocate, Supreme Court, 

334. !'resident 
Janata Party. 

335. Shri S. N. Manda, 
Dire\:tor, 
Ambedkar Institute of Social 
Research & Training. 

336. Smt. K. Rukmini Menon, 
Former Ambassador. 

337. President, 
Bhartiya Janata Party. 

338. General Secretary, 
Lok Dal. 

339. Prof. Dr. Raj Krishna, 
Former Member, Planning Commission 
& 
Former Member, Seventh Finance Commission. 

340. Dr. Karan Singh, 
Former Union Minister. 

341. General Secretary, 
Alllndia Congress Committee (1). 

342. Dr. S. R. Maheshwari, 
Professor of Political Science 
and Public Administration, 
Indian Institute of Public Administration. 

343. Shri K. S. Sastry, 
Director of Audit, 
Office of the Comptroller & Auditor General of India 

344. Shri Raghukul Tilak, 
Former Governor. 

345. General Secretary, 
All India Congress Committee (Socialist). 

346. Secretary, 
Indian Administrative Service Association, 
New Delhi. 

347. General Secretary, 
Indian Forest Service Association, 
New Delhi. 

GOA, DAMAN & DIU 

348. Government of Goa, Dan1an & Diu. 

349. Miss Kastura Ravlu Naik, 
Thana Cortalim. 

350. General Secretary, 
United Goans, 
Panjiro, 

351. President, 
Yuva Janata (Goa Unit), 
Panjiro. 

352. General Secretary, 
United Goans Party, 
Panjim. 

353. General Secretary, 
Bharatiya Janata Yuva Morella, 
(Goa, Daman & Diu). 

354. Convener, 
Kookani Projecho Avaz, 
Panaji. 
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355. President, 
AU Goa Youth Federation, 
PanaJi. 

356. President, 
Gomantak Bahujan Samaj Sanghatana, 
Panaji. 

357. General Secretary, 
Konkani Lekhak Sangh, 
Panaji. 

358. President, 
Maharashtrawadi Gomantak, 
Panaji. 

359. General Secretary, 
Gomant Lok Pokx, 
Panjim. 

PONDICHERRY 

360. Government of Pondicherry. 

361. Shri S. Ramassamy, 
Forrner Chief Minister of Pondicherry, 
Pondicherry. 

362. Shri M.O.H. Farook, 
Speaker, Legislative Assembly, 
Pondicherry. 

363. Shri V. Narayanasamy, 
Member of Parliament. 

364. Shri D. Ramachandran, 
Ex-Chief Minister, 
Pondicherry. 

ANDAMAN & NICOBAR 

365. Government of Andaman & Nicobar. 

MISCELLANEOUS 

366. Shri Rajeev Dhavan, 
Department of Law, 
Brunei University, 
Uxbridge, Middlesex, 
United Kingdom. 

367. Col. Viron Jain. 
Commander, H.Q. 
66, Mobile Depot, 
C/o 99 APO. 

368. Dr. Max Frenkel, 
Executive Director, 
Stiftung fur eidgenassischc 
Zussammendrbeit, Hanptgasse 70, 
Switzerland. 

369. Dr. M.A. Fazal, 
Principal Lecturer in Law, 
Trent Polytechnic, 
Nottingham, U.K. 

UNION OF INDIA 

370. Ministry of Agriculture 

371. Ministry of Chemicals and Fertilizers 

372. Ministry of Tourism & Civil Aviation (Department of 
Civil Aviation). 

373. Ministry of Communication. 

374. Department of Electronics. 

375. Ministry of Euerb'Y 
(Department of Power) 

376. Ministry of Finance 
(Department of Revenue). 

377. Ministry of Food and Civil Supplies. 

378. Ministry of Health and Family Welfare. 

379. Ministry of Home Affairs. 

380. Ministry of Human Resource Development 
(Department of Education). 

381. Ministry of Industry. 

382. Ministry of Information and Broadcasting. 

383. Ministry of Labour. 

384. Department of Ocean Development. 

385. Ministry of Personnel, Public Grievances and Pensi< 

386. Ministry of Planning. 
(Department of Statistics). 

387. Planning Commission. 

388. Ministry of Railways. 

389. Ministry of Shipping and Transport. 

390. Ministry of Social Welfare. 

391. Ministry of Urban Development. 

392. Ministry of Water Resources. 

Supplementary List 

393. President, 
Andhra Pradesh Congress Committee (l), 
Hyderabad. 

394, Secretariat Member, 
Communist Party of India (Marxist), 
Andhra Pradesh State Committee. 

395. The Karnataka United Urban Citizen. 
Federation (Regd.), 
Bangalore. 

396. Mr. Justice G. K. Govinda Bhat, 
Former Chief Justice, Karnataka. 

397. Shri H. Srikantiah, M.L.C. (Retd.) 
Bangalore. 

398. Government of Punjab. 

399. General Secretary, 
Shiromani Akali Dal, 
Shri Amritsar. 

400. Citizenship Front in India, 
Delhi. 

401. Chairman, 
All India Tribes and Minorities Federation, 
Shimla. 

402. Shri Amar Singh Ambalvi, 
Advocate, 
Chandigarh. 

403. 21st February Celebration Committee, 
Calcutta. 

404. Shri J. Sarma Sarkar, 
Judge (Retd.), High Court, 
Calcutta. 

405. Presiuent, 
Gandhi Kamraj National Congress, 
Madras. 
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ANDHRA PRADESH (Hyderabad) 

Government of Andhra Pradesh
represented by 

I. Shri N. T. Rama Rao, 
Chief Minister. 

2. Shri Shravan Kumar, 
Chief Secretary. 

3. Shri S. Santhanam, 
Secretary, GAD & Officer on Special Duty. 

4. Dr. Y. Venugopala Reddy, 
Secretary (Planning). 

5. Shri K. Kosalram, 
Secretary (Finanoe). 

6. Shri Sushil Kumar, 
Secretary (Industry, Commerce & Power) 

7. Shri U. B. Raghavendra Rao, 
Secretary to Chief Minister. 

8. Shri T.R. Prasad, 
Secretary (Irrigation). 

9. Shri M. L. Sastry, 
Consultant, Finance. 

10. Shri K. Obayya, 
Secretary (Political), GAD. 

11. Shri G. V. Narasimha Reddy, 
Director, Information & Public Relations. 

12. Shri P. V. Ramakrishna, 
Special Secretary to the Chief Minister. 

13. Shri V. B. Raju, 
Former Minister, A.P. & 
Ex-Member Rajya Sabha. 

Prakasam Institute of Development Studies
represented by 

14. Shri M. Ramakrishnaya, 
Former Dy. Governor, RBI. 

IS. Shri H. S. Guru Raja Rao. 

16. Dr. T. Surayanarayana Rao 

17. Shri P. Puma Chandra Rao 

18. Shri M. Parthasarathy 

19. Shri P.S.R. AnjJneyulu 

20. Shri Sadiq Ali, 
Former Governor, 
Mabarashtra & Tan1il Nadu. 

21. Shri B. P. R. Vithal, 
JAS (Retd.) Former Secretary, Finance 
Government of Andhra Pradesh. 

22. Shri K. Ramachandra Reddy, 
Ex-Director General of Polioe, A.P. 

23. Justice Alladi Kuppuswamy, 
Former Chief Justice, A.P. 

24. Shri Vavilab Gopala Krishnayya, 
Former MlA, MLC, A.P. 

25. Shri Akbar Ali Khan, 
Ex-Govemor, U.P & Orissa. 

26. Prof. M.A. Muttalib, 
Director. Regional Centre for Urban & 
Environmental Studies, 
Osmania University. 

27. Shri K. Subramanya Reddy, 
Advocate General, A.P. 

2N. Shri M. Bagga Reddy, 
Leader of the Opposition. 

29. Shri K. Brahrnananda Reddy, 
Fonner Union Home Minister, 
Former President AICC, 
Ex-Chief Minister, A.P. 

30. Shri Vijay Kumar Adwant, 
lecturer in Economics, 
Vivek Vardhini College. 

31. Shri Gurukula Mitra, 
President, Telugu National Liberation. 

32. Shri D. Manuswamy, 
Secretary APCC. 

33. Shri A. Veerappa, 
Former Minister, A.P. 

34. Shri P. Narsa Reddy, 
Former President, APCC. 

35. Shri N. Raghava Reddy, 
MLA,CPI(M) 

36. Dr. C.P. Kasaiab, 
Reader in Econometrics, 
S. V. University, Tirupati. 

37. Justice Gopal Rao Ekbote, 
Former Chief Justice, A.P. 

38. Shri S. B. Nakade, 
Principal, Daya Nand College of Law, Latur (MS). 

39. Shri E. Ayyapu Reddy, M.P., 
Leader, Telugu Desam Party. 

A.P· Non-Gazetted Offioers Association
represented by 

40. Shri G. M. Kasi Viswanadham, 
President. 

4 I. Shri E. Rama Rao, 
Associate President with eighteen members. 

42. Shri M. V. Narayana Rao, 
Former Director General of Police, A.P. 

43. Shri S.P.V. Reddy, 
Convener, Democratic Socialist Forum. 

44. Shri V. Narsimha Rao, 
MLA. 

45. Dr. (Mrs.) Shamim Aleem, 
Reader in Public Administration, 
Osmania University. 

46. Dr. D. Ramachandram, 
Lecturer in Public Administration, 
Securnderabad. 

47. Shri Awa Satyanarayana Rao, 
Advocate. 

48. Justice C. Kondaiah, 
Former Chief Justice, A.P 



lana Sabha (Telangana)
represented by 

49. Shri Vandemataram Ramachandra Rao 

50. Shri B. Kishan Lal 

51. Shri Pratap Kishore 
52. Shri G. Srinivas Reddy 

Assam (Guwahati) 
Government of Assam
represented by 

53. Shri H. Saikia, 
Chief Minister. 

54. Shri D.R. Rangpi, 
Minister, Food & Civil Suppli,.. 

55. Shri B. Barman, 
Minister, Health & Family Welfare. 

56. Shri G. Rajbangshi, 
Minister, Agriculture. 

51. Shri K. Gogai, 
Minister, Industries. 

58. Shri T. Gogai, 
Minister, P. & C.D. 

59. Shri J. Sinha, 
Minister, Transport. 

60. Shri U.C. Das, 
Minister, Co-operation. 

6!. Shri M. Sharma, 
Minister, Education. 

62. Shri J. Chaudhury, 
Minister, P.H.s. 

63. Shri Sad han Sarkar, 
Minister, Veterinary. 

64. Shri A.K. Palit, 
Chief Secretary. 

65. Shri J. Hazarika, 
Commissioner, Home. 

66. Shrl H. N. Das, 
Commissioner, P. & D. 

67. Shri A. Bhattacharya, 
Commissioner, A.R. & Training. 

68. Shri B. Barua, 
Agriculture Production Commissioner. 

69. Shri P. Bora, 
Finance Commissioner. 

70. Shri J. Changkokoti, 
Special Secretary, Hill Areas. 

11. Shri T.K. Kamilla, • 
OJm'llissioner, Hills & Dev. Commissioner. 

12. Shri P. Sengupta, 
Commissioner & Special Secretary, Transport. 

73. Shri K.D. Lahkar, 
Commissioner, PWD. 

74. Shri A.P. Singh, 
Secretary, Industries. 

15. Shri K.C. Majumdar, 
Secretary, P. & C. D. 

6. Shri U.C. Sarania, 
~pecial Secretary, W.P·T. & B.C. 
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77. Shri R. Dutta, 
Specia1 Secretary, Revenu ', 

78. Shri Md. Sadullah, 
Secretary, Legislative. 

79. Shri B.C. Medhi, 
Secretary, Flood Control. 

80. Shri J.P. Rajkhowa, 
Secretary, Public Enterprises. 

81. Shri B.C. Thahuria, 
Secretary, Power (Eiectricit y ). 

82. Shri A. Chowdhury, 
Secretary, Irrigation. 

83. Shri B. Gogoi, 
Secretary, PWD. 

84. Shri A. Rahman Mandai, 
Joint Secretary, Law. 

85. Shri B.K. Barua, 
Commissioner of Taxes. 

86. Shri S.H. Choudhury, 
Joint Commissioner of Taxes. 

87· Shri D. Das Gupta, 
Deputy Secretary, Finance. 

88. Shri S. Dutta, 
Officer on Special Duty, Financial. 

89. Shri Dinesh Goswami, 
Ex-MP representing Asom Jatiyatabadi Dol. 

90. Shri Ajit Kumar Sharma, 
Ex-Member of Parliament. 

91. Shri Bipan Pal Das, 
Chairman, 
Committee on 20-Point Programme. 

92. Shri R.C. Choudhury, 
President, High Court.Bar Association. 

93. Shri Anup Kr. Das, 
Joint Secretary, 
High Court Bar Association 

94. Justice B.N. Barma 
Retd. Judge, Guwahati High Court. 

95. Shri Gauri Shankar Bhattacharya, 
Ex-MLA, Assam. 

Bihar (Patna) 

Government of Bihar-
represented by 

96. Shri Bindeshwari Dubey, 
Chief Minister. 

97. Shri Lahthan Chaudhary, 
Minister of Agriculture. 

98. Shri Dinesh Kumar Singh, 
Minister of Food. 

99. Smt. Uma Pandey, 
Minister of Education. 

100. Shri Harihar Mahto, 
Minister of Transport. 

101. Shri Ram Ashray Pal Singh, 
Minister of Industri~s. 



10.!. Prof. Sidhc~hwar Pr~JSad, 
\linister of Energy. 

103. Shri Mahabir Chaudhry, 
Minister of Urban Developm~nt. 

104. Shri K.K. Srivastava, 
Chief Secretary. 

I 05. Shri Bhaskar Banerjee, 
Secretary, Cabinet Coordination. 

106. Shri H. Subrarnaniarn, 
Private Secretary to Chief Minister. 

107. Shri Arun Pathak, 
Finance Commissioner. 

108. Shri H. K. Sinha, 
Joint Secretary, Finance. 

I 09. Shri Raghuraj Singh, 
Joint Secretaey, Civil Supplies. 

11 0_ Snri Pancham Lal, 
Sp:oial S.:r•tary, Food & Civil Suppli:<. 

Ill. Shri S.V. Saran, 
Industrial D~v. Commissioner. 

112- Shri P. Mittal, 
Director, Industries. 

113. Shri K-K- Sah, 
Additional Director, Tndustrie•. 

114. Shri R.P. Sandwar, 
Special Secretary, Education. 

115. Shri K. Vaidyanathan, 
Development Commissioner. 

I 16. Shri Nishikant Sinha, 
Secretary, Agriculture. 

117. Dr. Kedar Nath Kumar, 
Reader, Magadh University. 

118. Dr. A-D- Roy Chowdhary, 
Head of Deptt. of t.:ow, Patna University. 

I I 9. Shri Durga Nand Sinha, 
Director, A-N. Institute of Social Studies. 

120. Shri V.P. Verma, 
Director, Jagiivan Ram Institute of Parliamentary 
Studies & Political Research. 

121. Dr. Jagcn Na!h Mishr", 
Ex-Chief Minister of Bihar. 

122- Prof. J.N. Tiwari, 
Head of Department of Economics, 
Patna University, Patna. 

•t23- Shri Ram Balak Mahto, 
Advocate General, Bihar. 

124. Prof. M.M. Sharma, 
Department of Political Science, 
University of Bihar, Muzaffarl"'ur. 

125. Dr. P.K. Jha, 
Head of Department of Economics, 
L-N. Mithila University, Darbhanga. 

I 26. Shri Karpoori Thakur, 
Leader of Opposition, 
Ex-Chief Minister of Bihar. 

I 27. Shri K- P. Varma, 
Advocate, Purnia. 

128. Shri K.N. Sahay, 
Mayor, Patna. 
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Gujamt (At Dcllti) 

Govcntmcnt of Gui;.Jrat
ropresented by 

129. Shri Amar Sinh Chaudhary, 
Chief Minister. 

130. Shri Arvindbhai Sanghavi, 
Minister for Finance and Law. 

13 I. Shri Nalinbhai Patel, 
Minister of State for Forest, Environmenl 
and Energy. 

132. Shri R- V. Chandramouli, 
Chief Secretary. 

133. Shri B.T. Trivedi, 
Additional Chief Secretary. 
Finance Department. 

134. Shri P.M. Chauhan, 
Secretary, Legal Department. 

135. Shri Arun Sinha, 
Resident Commissioner, 
Government of Gujarat, 
New Delhi. 

136. Shri S.K. Duggal, 
Principal Secretary to Chief Minister. 

137. Shri Balwant Singh, 
Secretary (Personnel, 
General Administration Department. 

Haryano (At Delhi) 

·- Government of H'Iryana-
- represented by 

138. Shri Bhajan Lal, 
Chief Minister. 

139. Shri Sagar Ram Gupta, 
Finance Ministor. 

140. Shri P.P. Caprihan, 
Chief Secretary. 

141. Shri B.S. Ojha, 
Principal Secretary to the Chief Minister. 

I 42. Shri M.C. Gupta, 
Financial Commissioner & Secretary, Finance 
Irrigation and Power. 

Himachal Pradesh (Shimla) 

Government of Himachal Prade<;h
represented by 

143. Shri Virbhadra Singh, 
Chief Minister. 

144. Shri Sukh Ram. 
PW Miniser 

145. Shri Guman Singh, 
Agriculture Minister. 

146. Shri Sat Mahajan, 
Industries Minister. 

147. Shri B.B.L. Khachi, 
Planning Minister. 

148. Shri Vijendra Singh, 
''inisor of State (Health). 



149. Smt. Chandresh Kumari 
Minister of State (Touri;m). 

150. Shri Sagar Chand Nair 
Minister of State (Scie~ce & Technology). 

151. Shri K.C. Pandeya, 
Chief Secretary. 

152. Shri B.C. Negi, 
Financial Commissioner (Dev.). 

153. Shri S.M. Kanwar, 
Financial Commissioner (Finance). 

154. Shri Attar Singh, 
Financial Commissioner (Revenue). 

155. Shri R.K. Anand, 
Financial Commissioner (Appeal). 

156. Shri M.K. Kaw, 
Secretary (Education). 

157. Shri A.K. Goswami, 
Principal Secretary to C.M. 

158. Shri Harsh Gupta, 
Secretary (pWD). 

159. Shri V.P. Bhatnagar, 
Secretary (Law). 

160. Shri G.S. Chambial, 
Special Secretary (GAD). 

161. Shri Yogesh Khanna, 
Director (HlP A). 

162. Shri S.S. Madan, 
Deputy Secretary (GAD). 

163. Shri S.K. Bedi, 
Press Secretary to CM. 

164. Shri B. B. Tandon, 
Secretary (Planning). 

165. Shri Shanta Kumar, 
Ex-Chief Minister, 
Leader of Opposition, H.P. 

166. Shri D.R. Duggal, 
representing Lok Dal Party, H.P. 

167. Shri J.C. Malhotra, 
Chairman, H.P. Public Service Commission. 

168. Shri P.N. Nag, 
Advocate General, HP. 

169. Shri Durga Chand, representing D!;}mocratic 

Party, HP. 

170. Shri N.C. Pal, 
representing Bhartiya Janata Party, H.P. 

171. Shri Bhawani Singh, 
Chairman, Bar Council, HP. 

172. Shri K.S. Patyal, 
President, 
High Court Bar Association (HP). 

173. Dr. G.C. Negi, 
Vice-Chancellor, 
Agriculture University, HP. 

174. Shri A.R. Chauhan, 
Registrar, HP University. 
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Socialist 

175. Dr. I.P. Massey, 
Dean, Faculty of Law, 
H.P. University. 

176. Dr. R.D. Sharma, 
Associate Professor, 
Public Administration, HP University. 

177. Dr. Chander Pal, 
Associate Professor of Law 
H.P. University. ' 

178. Shri T.V.R. Tatachari, 
Former Chief Justice, Delhi High Court, 
Lokayukt, H.P. 

Jammu and Kashmir (At Delhi) 

Government of Jammu and Kashmir
tepresented bY 

179. Shri Abdul Ahad Vikil, 
Law and Revenue Minister. 

180. Shri Altar Ahm1d, 
Advocate General. 

181. Shri Mohd. Yaseen Kawoosa 
Law Secretary. ' 

Karnataka (Bangalore) 

Government of Karnataka
represented by 

182. Shri Ramkrishna Hegde, 
Chief Minister. 

183. Shri S.R. Bommai, 
Minister of Revenue, Planning & Institutional Finance. 

184. Shri T.R. Satish Chandran, 
Chief Secretary. 

185. Dr. D.M. Nanjundappa, 
Commissioner & Secretary to the State Gove1nrnent, 
Dept!. of Planning, Institutional Finance & Statistics. 

186. Shri M. Sankaranarayanan, 
Finance Commissioner. 

187. Shri R.K. Chamayya, . 
Secretary, Dept!. of Law & Parliamentary Affairs. 

188. Shri N. Gokul Rao, 
Joint Secretary to Chief Minister. 

189. Shri G.S. Sampath, 
I.R.S. (Retd.), 
Bangalore. 

190. Smt. N.R. Ahalya, 
Educationist, Bangalore. 

191. Shri K.V. Sadashiviah, 
Retd. Defence Officer, Bangalore. 

192. Shri B.T. Parthasarathy, 
Advocate, Bangalore. 

193. Shri Shrikantiah, 
Advocate, Mysore. 

194. Shri V. Krishnamurthy, 
Advocate, BangaJore. 

195. Shri N. Santosh Hegde, 
Advocate General, Karnataka. 
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Advocate Associltion Bangalore
r.presented by 

196. Shri H.K. Vasudev Reddy, 
Presidmt. 

197. Shrl Padma Raj, 
Secretary. 

Janata Party State Unit
represented by 

198. Shri H.D. Deva Gowda, 
President. 

199. Shri Shrikanthamurthy, 
Secretary. 

Bhartiya Janata Party State· Unit
represented bY 

200. Shri B. B. Shivappa, 
President, 

201. Shri Karambath Sanjeeva Setty, 
Secretary. 

202. Shri Vasanta Kumar, 
Ad vocate & BJP Leader. 

203. Shri S.B. Swetadri, 
Advocate & BJP Leader. 

204. Shri S. Mallikarjuniah, 
Vice-President, BJP & MLC. 

205. Shri Yadiyurappa, 
MLA, BJP. 
Karnataka State Council, Communist Party of India
represented by 

206. Shri M.S. Krishnan, 
MLA, Secretary. 

207. Shri P. Raman, 
Asstt. Secretary. 

208. Shri M.C. Venkataraman, 
Member of Sect!., CPI State Unit. 

209. Shri M. C. Narasimhan, 
Member of Sectt., CPI State Unit. 

210. Shri K.B. Shanappa, MLA, 
Member of Sectt., CPI State Unit. 

211. Shri H. V. Anantha Subba Rao, 
Member, of Sect!., CPI State Unit. 
Communist Party of India (Marxist)
re presented by 

212. Shri S. Suryanarayana Rao, 
Sect!. Member (CPI M) State Unit. 

213. Shri G. N. Nagaraja, 
Secretary Legislature Party, 
Communist Party (Marxist). 

214. Shri M. Y. Ghorpade, 
Fonner Finance & Industries Minister, 
Karan taka. 
Kamataka Pradesh Congress(!) Unit
re pr<6ented by 

215. Shri K. N. Patil, President. 

216. Shri N. K. Ganapaiah, 
General Secretary Farmers' Federation of India 
(Saklaspur). 

217. Shri Kadidal Manjappa, 
Former Chief Minister. 

218. Dr. K. S. Krishnaswamy, 
Former Dy. Governor, RBI. 

219. Shri T. Devidas, 
Reader, Deptt. of Post-Graduate Studies and 
Research in Law, Mysore University. 

220. Shri Ishwar Bhatt, 
Lecturer, Mysore University. 

221. Prof. K. H. Cheluva Raja, 
Deptt. of Political Science, Bangalore University. 

222. Dr. N. S. Ramaswamy, 
Director, 
Indian Institute of Management, 
Bangalore. 

223. Prof. VK. R. V. Rao, 
Former Union Minister, 
Former Member, Planning Commission & Academician 

224. Shri N. Lakshman Rau, 
President, Karnataka United Urban Citizens' Federatio 

225. Prof. M. D. Nanjundaswamy, 
President, Board of Directors, 
Principal, College of Law, Socio-Legal Services 
& Research Centre, Bangalore. 

226. Shri Michael Fernandez, 
Former MLA, Bangalore. 

227. Shri P. S. Appu, lAS (Retd.) 
Former Director, Lal Bahadur Shastri ln>titute of 
Administration, Mussoorie. 

Karanataka State Employees Federation
represented by 

228. Shri K. A. Keshavamurthy, President. 

229. Shri P. M. Puttaswamy, Vice-President. 

230. Shri T. V. Raghavan, Joint Secretary. 

• 231. Shri s. M. Gurulingasamy, Joint Secretary. 

232. Shri M. T. Krishnappa, Joint Secretary. 

233. Shri Syed Basheer Ahmad, Treasurer. 

234. Shri H. N. Sesha Gowda, Organising Secretary. 

23S. Shri Chaluva Raju, Auditor. 

236. Shri H. Manumanthappa, Cultural Secretary. 

237. Dr. G. Thimmaiah, 
Director, Institute for Social & Economic Change, 
Ban galore. 

238. Dr. (Mrs.) Hemalata Rao, 
Associate Professor, Institute for Social & Economic 
Change, Bangalore. 

239. Dr. Amal Ray, 
Associate Professor, 
Institute for Social & Ecnonomic Change, Bangalon 

240. Dr. v. M. Rao, 
Associate Professor, 
Institute for Social & Economic Change, Bangalore 

241. Shri B. V. Naik, Ex-M.P. 

242. Shri Thallam Nanjunda Shelly, 
President, 
Kamataka Chamber of Commerce & Industry. 

243. Shri S. Sivappa, 
Former Chairman, 
Kamataka Legislative Council. 

244. Shri H. Srikantiah, Ex-MLC. 

245. Shri N. v. Rathnam, 
Indian Institute of Management, Bangalore. 

n. 
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246. Shri Basavalingappa 
Former Minister Karnataka, Bangalore. 

247. Shri G. R. Suryanarayana, 
President, Karnataka Unaided Schools Management 
Association. 

248. Dr. G. V. K. Rao, lAS (Retd.) 
Former Chief Secretary & Foriner Member of Planning 
Commission. 

249. Justice G. K. Govinda Bhat, 
Former Chief Justice, Karnataka. 

250. Shri C. M. Poonacha, 
Former Governor and Member of Constituent 
Assembly. 

251. Shri B. S. Sambasiva Iyer, 
Retd. Under Secretary 

252. Shri P. K. Srinivasan, 
Asstt. Editor, Deccan Herald. 

253. Shri N. Srinivasa Rau, 
Retd. Chief Justice, Karnataka. 

254. Shri B. V. Krishnamurthy, 
Economist, Bangalore. 

255. Dr. K. Raghavendra Rao, 
Head of Department of Political Science, Karnataka 
University, Dharwad. 

256. Shri B. D. Jatti, 
Former Vice-President of India. 

KERALA (Trivandrwn) 

Government of Kerala
represented by 

257. Shri K. Karunakaran, 
Chief Minister. 

258. Shri K. M. Mani, 
Minister for Finance & Law. 

259. Shri M. P. Gangadharan, 
Mmister for Irrigation. 

260. Shri K. Sivadasan, 
Minister of Labour. 

261. Smt. M. Kamalam, 
Minister for Co-operation. 

262. Shri C. M. Sundaram, 
Minister for Local Administration. 

263. Shri N. Sreenivasan, 
Minister for Excise. 

264. Shri T. M. Jacob, 
Minister for Education. 

265. Shri N. Sundaram Nadar, 
Minister for Transport. 

266. Shri K. Avakadakutty Naha, 
Dy. Chief Minister. 

267. Shri R. Gopalaswamy, 
Chief Secretary. 

268. Shri V. Ramachandran, 
Economic Development Commissioner. 

269. Shri M. Dandapani, 
Commissioner & Secretary, GAD. 

270. Shri K. Sreedharan, Law Secretary. 

271. Shri K. V. Rabindran Nair, 
Finance Secretary. 

Kerala State Planning Board
represented by 

272. Shri Sathyapal, 
Vice-Chairman, Planning Board. 

273. Dr. P. K. Gopalakrishnan, 
Member, Planning Board. 

274. Shri V. R. Pilai, 
Member, Planning Board 

275. Dr. 0. P. Warrier, 
Member, Planning Board. 

276. Shri S. Vardhachary, 
Member, Planning Board. 

277. Shri E. K. Nayanar, 
Ex-Chief Minister & Leader of the Opposition. 

278. Dr. J, S. Gulati, 
Former Member, Fjnance Commission 
Senior Fellow, ' 
Centre for Development Studies, Trivandrum. 

279. Dr. K. K. George, 
Institute for Management Studies. 
Cochin University. 

280. Dr. K. G. Adiyodi, 
Chairman, PSC, Kerala. 

281. Shri G. Ramanathan, 
Retd. Principal, Training College, 
T riVandrum. 

282. Shri K. P. Madhavan Nair, 
Former President, 

· Kerala Pradesh Congress Committee. 

283. Dr. M. V. pylee, 
Director General (AIDE) 
Former VC, Cochin University. 

284. Shri C. K. Kochukoshy, lAS Retd. 
Former Member~ Board of Revenue & Chairman 
Kerala State Electricity Board. 

285. Dr. K. Paramaswaran, 
Professor, Centre for Advanced 
Legal Studies & Research, Trivandrum. 

286. Prof. A. Vaidyanathan, 
Centre for Development Studies, 
Trivandrum. 

287. Shri v. P. Gopalan Nambiar, 
Retd. Chief Justice of Kerala. 

AU India Mus lim Leagu&
represented by 

288. Shri M. A. Hammu Haji, 

Revolutionary Socialist Party
represented by 

289. Shri Baby John. 

290. Shri K. Pankajakshan. 

Communist Party of India (State Unit}
represented by 

291. Shri P. S. Srinivasan. 

292. Shri K. V. Surendranath. 

Communist Party of India (Marxist) (State Unit)
represented by 

293. Shri Ramachandra Pillai. 
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Congress(!) (State Unit)
represented by 

294. Shri M. M. Jacob, 
Joint Secretary, MP 

295. Shri C. B. Padmarajan, President. 

296. Dr. Gopalakrishna, Adviser, 
Economic Committee. 

297. Shri Ganga Dharan. 
General Secretary, SRP. 
Na!ional Democratic Party
represented by 

298. Shri T. N. Upendranathan. 

299. Shri Raghuvira Pillai, 

Praja Socialist Party
represented by 

300. Shri Madhavan Nair, General Secretary. 

301. Shri G. Ashok Pillai, General Secretary. 

302. Shri Peroorkada Sasi, STUC Secy. 

303. Shri A. Kochukarapan, Harijan Sabha. 

304. Shri J. Rajendran, Secy. Harijan Sabha, 
Kerala Congress (Socialist)
represented by 

305. Shri K. K. Madhavan, Vice-President. 

306. Shri K. S. Sankaraoarayana, General Secretary. 
307. Shri A. K. Basheendrao. 

Janata Party, Kerala
represented by 

308. Shri P. Viswambharao, MLA President. 

309. K. c. Chandrasekharan, MLA, 
Indian National Congress
represented by 

310. Shri Amaravila Krishnan Nair, 
Malayalee Desheeya Muonani
represented by 

31). Shr i J. F. K uriyan, General Secretary. 

312. Shri N. Vikraman Nair, Jt. Secretary. 

313. Shri T. Rajao V. Nath. 

314. Shri N. Neelakantan Nair. 
Federation of State Employees & Teachers Organisation
r~presented by 

315. Shri K. v. Devadas. 

316. Shri P. Venugopalao Nair. 

317· Shri P. Anaodan. 

318. Shri K. Prabhakarao. 

319. Shri P. K. Gopinathan Nair. 

320. Shri G. Somasekharan Nair, 
Kerala Congress(J)
represented by 

321. Shri T. M. Jacob, Minister for Education. 

322. Shri T. S. John, MLA, General Secretary. 

323. Prof. Joseph Skariah. 

324. Shri S. Surendran Pillai, MLA. 

325. 

326. 

Shri M. s. Madhusudan, 
Editor, Kerala K.aumudi. 
Dr. Habeed Mohd., VC, Kerala Universi•y. 

327. Dr. Madhavan Menon Nair, 
VC., Kerala Agriculture University. 

328. Dr. K. T. Chandy, Former Chairman 
State Planning Board, Kerala. 

329. Smt. Leela Damodra Menon, Formher M.P. 

MADHYA PRADESH (Bhopaf) 

Government of Madhya Pradesh
represented by 

330. Shri Arjun Singh, Chief Minister. 

331. Shri Shiva Bhanu Solanki, Dy. Chief Minister. 

332. Shri Krishnpal Singh, Law Minister. 

333. Shri Jhunuklal Bhendia,Finance Minister. 

334. Dr. Rajendra Jain, Minister for Industries. 

335. Shri Digvijay Singh, 
Minister for Major and Medium Irrigation. 

336. Shri Motilal Vora, 
Minister for Higher Education. 

337. Capt. Jaipal Singh, Dy. Minister GAD. 

338. Shri Brahrna Swarup, Chief Secretaty. 

339. Shri M.S. Singh Deo, Additional Chief Secretary. 

340. Shri M. R. Sivaramao, Finance Secretary. 

341. Shri R. C. Jain, Secretary Agriculture. 

342. Shri v. C. Nigam, Secretary, GAD. 
343. Shri S. C. Gupta, Secretary, GAD. 

344. Shri A. C. Qureshi, Law Secretary. 

345. Shri Ashok Vajpeyi, Secretary Education. 

346. Shri Manish Behl, 
Secretary, Commerce & Industries. 

347. Shri L. N. Meena, Special Secretary, GAD. 

348. Shri K. B. Sharma, Home Secretary. 

349. Shri N. R. Krishnan, Secretary to CM. 

350. Smt. M. V. Garde, 
Secretary Food & Civil Supplies. 

35!. Shri A. D. Mohile, 
Deputy Secretary, Commerce & Industries. 

352. Shri N. B. Lohani, Secretary Tribal Welfare. 

353. Shri Sandip Banerjee, 
Special Secretary, Publicity. 

354. Shri Kailash Joshi, Ex-Chief Minister, 
Madhya Pradesh. 

355. Shri Ram Sahay Tiwari, 
Member, Constituent Assembly. 

356. Shri Kalu Ram Virulakar, 
Member, Constituent Assembly, 
Ex-MLA, Advocate. 

357. Justice P. K. Tare, 
Ex-Chief Justice, MP. 

358. Shri M. B. Malhotra, 
Vice-Chancellor, Sagar University. 

359. Dr. K. K. Tiwari, Vice-Chancellor, 
Jiwaji University, Gwalior. 

360. Shri D. R. Sharma, 
Vico-Chancellor, 
Vikram University, Ujjain. 

361. Shri S.C. Behar, Vice-Chancellor, 
Guru Ghasi Ram University, Bilaspur. 
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362. Shri S. B. Arya, Vice-Chancellor, 
Jawahar Lal Nehru University, Jabalpur. 

363. Shri R. C. Shukla, Vice-Chancellor, 
Bhopal University. 

364. Shri B. K. Srivastava, Vice-Chancellor, 
Ravi Shankar University, Raipur. 
M.P. Congress Committee(O
represented by 

365. Shri Lalit Srivastava, General Secretary. 

Communist Party of India, M.P. Unit
represented by 

366. Shri Homi Daji, Secretary, 

Communist Party of India (M), MP
represented by 

367. Shri Moti Lal Sharma, Secretary. 

368. Shri Shailendra Shailly, Secretary, 

MP Electricity Inspectorate Engineer Association
represented by 

369. Shri A. N. Saxena, President. 

370. 

371. 

372. 

373. 

374. 

375. 

376. 

377. 

378. 

379. 

380. 

381. 

MAHARASHTRA (Bombay) 

Government of Maharashtra
represented by 

Shri Shivajirao Patil Nilangekar, 
Chief Minister. 

Shri Jawaharlal Darda, 
Minister for Energy, Cultural Affairs, 
Prohibition & Excise. 

Shri Shivajirao Deshmukh, 
Minister for Irrigation and Food 
and Civil Supplies. 

Shri Vijayasinh Mohite Patil 
Minister for Agriculture, CADA, 
Rehabilitation, Sports, Youth Welfare. 

Shri Sudhakarrao Naik, 
Minister for Industries, 
Revenue & Social Welfare. 

Shri Sushi! Kumar Shinde, Minister for Finance, 
Planning & Environment. 

Dr. V. Subramanyan, 
Repairs & Reconstruction. 

Shri Narendra Tidke, 
Minister for Co-operation, 
Labour and Legislative Affairs. 

Shri Ramachandra Rao Patil, 
Minister of State for Law & Judiciary, 
Technical Education, Emplo~ment, 
Energy, Prohibition and Exc•se. 

Shri B. G. Deshmukh, 
Chief Secretary-

Shri B. K. Halve, 
Additional Chief Secretary· 

Shri B.K. Chougule, 
Additional Chief Secretary. 

382. Shri S.G. Kale, 
Secretary to Chief Minister. 

383. Shri P.V. Nayak, 
Secretary (Personnel) GAD. 

384. Shri N.R. Ranganathan, 
fiO:prrPt!trv (l "aw & Order). H. D. 

385. Shri N. Raghunathan, 
Secretary (I) F.D. 

386. Shri K.G. Paranjape, 
Secretary (P.O.) 

387. Shri V.T. Chari, 
Secretary R & F .D. 

388. Shri V.B. Chavan, 
Secretary, 
Law & Judiciary Deptt., R.L.A. 

389. Shri K. Rajan, Secretary, 
(Coop.) A. & C.D. 

390. Shri Ashok Basak, Secretary, 
(Coop.), A & C.D. 

391. Shri O.K. Afzulpurkar, 
Secretary, Housing. 

392. Shri M.R. Kolhatkar, 
Secretary (Education), 
Ednl. & Empl. Department. 

393. Shri R.T. Atre, 
Secretary P. W. Deptt. 

394. Shri N.A. Palkhivala, 
Senior Advocate, Supreme Court. 

395. Shri A.G. Noorani, 
Senior Advocate, Supreme Court. 

396. Shri H.M. Seervai, 
Senior Advocate, Supreme Court. . 

397. Dr. P.R. Brahmananda, 
Prof. of Economics, University of Bombay, 
Bombay. 

398. Shri Mohan Dharia, 
Ex-Union Minister, Poona. 

Employers' Federation of India
represented by 

399. Shri Naval Tata, 
President Emeritus. 

400. Shri Pratap Bhogilal, 
Vice-President. 

401. Shri N. Ahmed, 
Adviser. 

402. Shri V. B. Mahatme, 
Ag. Secretary. 

Bombay Chamber of Commerce and Industry (BCCO
represented by 

403. Shri Ashok B. Garware, 
Preseident. 

404. Shri N. M. Desai, 
Vice-President. 

405. Shri D. P. Mehta. 

406. Shri T. Pooran. 

407. Prof. Gangadhar Gadgil. 

408. Shri N.C. Mehta. 

409. Shri B. P. Gunaji, 
Secretary. 

410. Shri S.M. Billimoria, 
Asstt. Secretary .. 
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Republican Party of India (Kamble)
representcd by 

411. Shri B.C. Kamble, 
Ex-Member of Lok Sabha. 

412. Dr. H.K. Paranjape, 
Economist & Ex-Member MRTP, Pune. 

413. Shri Dilip S. Dahanukar, 
Engineer & Author in Planning, Bombay. 

414. Prof. S.R. Ozarkar, 
Academician & Economist, Principal, 
Raja Ram College, Kolhapur. 

415. Shri V. G. Rajadhyaksha, 
Economist & Former Member, Planning Commission. 

Industrial Development Bank of India (IDBI)-Bombay
represented by 

416. Dr. S.A. Dave, 
Executive Director. 

417. Shri R.H. Patil, 
General Manager. 

418. Shri A.L. Dias, 
Ex-Governor, 
West Bengal, Bombay. 

419. Shri K.K. Shah, 
Ex-Governor, 
Tamil Nadu, Bombay. 

420. Shri M.R. Masani, 
Member, Constituent Assembly, Bombay. 

421. Shri Morarji Desai, 
Former Prime Minister of India, Bombay. 

MANIPUR (At Delhi) 

Government of Manipur-
represented by 

422. Shri Rishang Keishing 
Chief Minister. 

423. Shri D.N. Barna, 
Chief Secretary. 

MEGHALAYA (Shillong) 

Government of Meghalaya
represented by 

424. Shri W.A. Sangma, 
Chief Minister. 

425. Shri D.D. Labeng, 
Home Minister. 

426. Shri R. Lyngdoh, 
P.W.D. Minister. 

427. Shri R.C. Laloo, 
Education Minister. 

428. Shri S.K. Marak, 
Health Minister. 

429. Shri 0. Lyngdoh, 
Agriculture Minister. 

430. Shri J.C. Nampui, 
Chief Secretary. 

431. Shri R. V. Lyngdoh, 
Additional Chief Secretary. 

432. Shri Dilip Singh, 
Financial Commissioner. 

433. Shri R. V. Pillai, 
"'-o,.-),...nn-uant rJlmmi§Sinner. -

434. Sbri K.K. Sinha, 
Special Secretary Political 

435. Sbri S.N. Pbukan, 
A.J.S., Law. 

436. Shri M.I.S. Iyer, 
Inspector General of Police. 

437. Shri N. Goswami, 
Chief Conservator of Forests. 

438. Shri B.B. Lyngdoh, 
M.L.A., 
Leader of Opposition and Former Chief Minister. 

North Eastern Council-
represented by 

439. Shri P.H. Trivedi, 
Secretary. 

440. Shri R. Datta, 
Planning Adviser. 

Khasi Hills Autonomous District Council (KHADQ
represented by 

441. Sbri H.S. Lyngdoh, 
Chief Executive Member. 

tM2. Shri B.R. Giri, 
Secretary, 
Executive Committee. 

Meghalaya Pradesh Congress Committee
represented by 

443. Dr. B.B. Dutta, 
General Secretary. 

444. Shri U. Kharbuli, 
General Secretary 

East Khasi Hills District Congress Committee
represented by 

445. Shri Mohan Singh, 
President. 

Shillong City Congress Committee
represented by 

446. Shri R.T. Rymbai, 
President. 

NAGALAND (Kohima) 

Government of Nagaland
represented by 

447. Shri S.C. Jamir, 
Chief Minister. 

448. Dr. H.V. Sakhrie, 
Minister (Medical). 

449. Shri Kariba, 
AO Minister (Forest). 

450. Sbri K.L. Chishi, 
Minister (Education). 

451. Shri N.J. Namir, 
Minister (Planning). 

452. Shri Chongshen, 
Minister (PHE). 

453, Shri Rethrong, 
Minister (Transport). 

454. Sbri Puse, 
Minister (I&P) 

455. Shri J. Khenoto Serna, 
. Minister (Agriculture). 
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456. Sh. Shikiho, Nagaland Peoples Party-
Minister (Rural Development). represented by 

457. Shri T.A. Ngullie. 482. Shri Kuska Sumi, 

Minister (Finance). Chairman and Former Minister of Agriculture. 

Shri Tiameran, 
483. Shri Neikhotso Liny, 

458. Public Secretary. 
Minister (Industry). 

484. Shri Kipfelhou Angami, 
459. Shri I. Long Kumer, Member. 

Chief Secretary. 485. Shri T.N. Angami, 

460. Shri S.S. Ahluwalia, Former Chief Minister, Nagaland. 

Finance Commissioner. 486. Shri M. Vero, 

461. Shri L. Cotney, 
Former Member Rajya Sabha. 

Commissioner & Secretary (AH & Vet.). 487. Shri Khyamolotha, 

462. Shri Abong Imllong, 
Former Member Rajya Sabha. 

Commissioner Secretary (Medical). ORISSA (Bhubaneswar) 

463. Shri T.C.K. Lotha, Government of Orissa-
Development Commissioner & represented by 
Secretary (Pig.). 

488. Shri J.B. Patnaik, 

464. Shri R.S. Pandey, Chief Minister. 
Secretary (Industry). 489. Shri Gian Chand, 

465. Shri Daniel Kent, Chief Secretary. 

Home Commissioner. 490. Shri Gangadhar Mahapatra, 

466. Shri V. Zao, Minister, Finance and Law. 

Commissioner & Secretary (tlome) 491. Shri L.I. Parija, 

467. Shri R. Ezung, Addl. Chief Secretary. 

Commissioner & Secretary (Soil Conservation). 492 • Shri A.K. Ray, . 
' Add!. Dev. Commissioner & Secretary, 468. Shri S.B. Chetri, 

Secretary (Education). 
Pig. & Coord. 

493. Shri R.N. Das, 
469. Miss I. Chubala, Secretary, Home. 

Secretary (Social Welfare). 
494. Shri R.K. Bhujabal, 

470. Shri C.N. Ngullie, Secretary, Finance. 
Commissioner & Secretary (Agriculture). 495. Shri S.B. Mishra, 

471. Shri Imkongrnar Aier, Secretary, Industry. 

Secretary (Supply). 496. Shri B.C. Kanungo, 

472. Shri Lalhuma, Secretary, Law. 

Additional Secretary (Forest). 497. Dr. Chakradhar Mishra, 

473. Shri Anil Kumar, 
Special Secretary, Pig. & Coord. 

Additional Secretary (Education). 498. Smt. C. Narayanaswamy, 
Special Secretary, G.A.D. 

474. Shri Talitemjen, 499. Shri A.R. Nanda, 
Additional Secretary (Geology & Mining). Secretary to Chief Minister. 

475. Shri J.P. Imchen, 500. Shri Devdas Chhotray, 
Additional Secretary (Transport). Addl. Secretary, Home. 

476. Shri A.K. Biswas, 
501. Smt. Nandini Sathpathi, 

Additional Secretary (tlome). 
Former Chief Minister, Orissa. 

502. Shri Biju Patnaik, 
477. Shri Darshan Singh, Former Chief Minister, Orissa. 

O.S.D. (Law). 503. Shri Hare Krushna Mehtab, 

478. Shri R.S. Bedi, Former Chief Minister, Orissa. 

Joint Secretary (Law). 504. Shri K. Ramamurthy, 
Vice-Chancellor, 

479. Shri Imtikunzuk, Agriculture University, Orissa. 
Joint Secretary, (P & AR). 

480: Shri Vizol, 
RAJASTHAN (At Delhi) 

Government of Rajasthan-
Former Chief Minister, Nagaland. represented by 

481. Shri Shorhozelie, 505. Shri Harideo Joshi, 
former Minister of Education. Chief Minister. 



506. Shri V.B.L. Mathur, 
Chief Secretary. 

507. Shri T.V. Ramanan, 
Secretary (Finance). 

508. Shri Rajinder Jain, 
Secretary (Irrigation) 

509. Shri H.R. Bhansani, 
Secretary (Law). 

510. Shri D.R. Mehta, 
Secretary to Chief Minister. 

51 I. Shri D.C. Samant, 
Special Secretary (Planning) 

TAMIL NADU (Madras) 

Government of Tamil Nadu
represenled by 

512. Dr. M.G. Ramachandran, 
Chief Minister. 

513. Dr. V.R. Nedunchezian, 
Minister for Finance. 

514. Shri S. Ramachandran, 
Minister for Electricity. 

515. Shri R.M. Veerappan, 
Minister for Tourism & Religious 
Endowments. 

516. Shri K. Rajaram, 
Minister for Industries. 

517. Shri K.A. Krishnasamy, 
Minister for Labour. 

518. Shri P.U. Shanmugam, 
Minister for Local Administration. 

519. Shri C. Arranganayagam, 
Minister for Education. 

520. Dr. K. Kalimuthu, 
Minister for Agriculture. 

521. Shri C. Ponnaiyan, 
Minister for Law. 

522. Shri S. Muthusamy, 
Minister for Transport. 

523. Shri S. Thirunavukkarasu, 
Minister for Food. · 

524. Shri V.V. Swaminathan, 
Minister for Excise, Handloom & Textiles. 

525. Shri R. Soundararajan, 
Minister for Nutritious Meals. 

526. Shri T. Veerasamy, 
Minister for Commercial Taxes. 

527. Shri N. Nallusamy, 
Minister for Housing. 

528. Shri Anror P.G. Jagadeesan, 
Minister for Rural Industries. 

529. Shri T. Ramasamy, 
Minister for Rehabilitation & Employment. 

530. Shri A. Arunachalam, 
Minister for Adi Dravidar Welfare. 

531. Shri M.R. Govendhan, 
Minister for Backward Class. 
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532. Smt. Vijayalakshmi Palanisamy, 

Minister for Khadi. 

533. Smt. Gomati Srinivasan, 
Minister for Social Welfare. 

534. Shri K.K.S.S.R. Ramachandran, 
Minister for Co-operation. 

535. Shri T.V. Antony, 
Chief Secretary to the Government. 

536. Shri U.S. Natarajan, 
. Commissioner & Secretary to Government. 

537. Shri S. Vadivelu, 
Commissioner & Secretary to Govt., 
Law Department. 

538. Shri Ramachandran, 
Commissioner & Secretary to Govt., 
Finance Department. 

539. Shri S. Guhan, 
Director, 
Madras Institute of Development Studies, Madras. 

540. Shri M. Bakthavatchalam, 
Former Chief Minister, Tamil Nadu. 

Tamil Arasu Kazhagam

represented by 

541. Shri M.P. Sivagnanam, 
and 2 office bearers. 

542. Smt. Jothivenkatachalam, 
Former Governor, Kerala. 

543. Shri K. Krishnamoorthy, 
Advocate General. 

544. Justice M.M. Ismail, 
Former Chief Justice, Madras High Court. 

Namadhu Kazhagam-
represented by 

545. Shri S.D. Somasundaram, 
& 5 other office bearers. 

546. Shri K.S. Anandhan, 
Advocate, Gobichettipalayam, Distt. Pariyar. 

547. Dr. Satyanarain Motturi, 

Member, Constituent Assembly, Madras. 

548. Shri 0. V. Alagesan, 

Former Union Minister and Member of Constituent 
Assembly. 

549. Shri P.C. Mathew, 
ICS(Retd.), Madras. 

President of All India Christian Party
represented by 

550. Shri D. Vaseekaran. 

D.M.K. Party
represented by 

551. Shri Murasoli Maran 
M.P. ' 

552. Shri Sadiq Pasha, 
M.L.C., 
Treasurer of D.M.K. Party. 

553. Shri K. Manoharan 
M.L.A. ' 
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554. Shri N.V.N. Somu, 

M.P. 

555. Shri Vccrasamy, 
Ex-M.L.A. 

556. Shri Dhandapani, 
Ex-M.P. 

557. Shri Kandappan, 
Ex-M.P. 

558. Shri C. Subramaniam, 
Former Union Minister and Member of the Constituent 
Assembly. 

559. Shri N. T. Vanamamalai, 
Senior Advocate, Madras High Court. 

560. Shri Thanjai V. Ramamurthy, 
Representing Tamil Nadu Kamraj Congress. 

TR!PURA (Agartala) 

Government of Tripura
rr·prescntcd by 

561. Shri Nripan Chakravarti, Chief Minister. 

562. Shri Jngesh Chakraborty, Minister for Jail & Rehabi
litation. 

563. Shri Badal Choudhury, Minister for Agriculture. 

564. Shri Arber Rahman, Minister for Forest. 

565. Shri Sundhanwa Deb Barma, Minister for Co-operation 

566. Shri I. P. Gupta, Chief Secretary. 

567. Shri H. Das, Law Secretary. 

568. Shri S. R. Sinha, Deputy Secretary (Law). 

569. Shri l\. K. Deb, Secretary, Education. 

570. Shri S. Chattopadhay, Secretary, PWD. 

571. Shri K. B. Bhattacharya, Deputy Secretary (Finance). 

572. Shri Narcsh Chander, Commissioner Tribal Welfare. 

573. Shri R.N. Chakrabarty, Commissioner Industry & Labour. 

574. Shri C. S. Samal, Commissioner Agriculture, Forest 
& ICAT. 

575. Shri J. L. Roy, Commissioner Local Self Government. 

576. Shri D. Roy, Secretary Transport. 
State Government, CPI(M)
r. prCSf.'IJt,~d by 

577. Shri Bhanu Ghosh, Secretary 

578. Shri !\1anik Sarkar 

579. Shri Sudarshan Bhattacharji, Representing RSD. 
State Committee Forward Block
rrprcs('fw d by 

580. Shri Brajo Gopal Roy, Secretary. 
Pradesh Congress Committee (Tripura)
rcprescnt('d by 

581. Shri Sudhir Ranjan Majumdar, Secretary. 
Tripura Government Employees Federation-
r~·presrntcd by 

582. Shri Sibendra Bhattacharjee, General Secretary. 

583. Shri Sunil Choudhuri. 

584. Shri Pritosh Debbarma 

5R5. Shri N...tni Gopal Saha. 

586. Shri Amelendu Dey. 

587. Smt. Sadhana Sinha. 

588. Smt. Santi Biswas. 

74-l?~/R7 

UTTAR PRADESH (Lucknow) 

Government of Uttar Pradesh-
represented by 

589. Shri Veer Bahadur Singh, 
Chief Minister. 

590. Dr. Sanjay Singh, Transport Minister. 

591. Shri Sible Rizvi, Education Minister. 

592. Shri J. A. Kalyanakrishan, Chief Secretary. 

593. Shri M. Vardorajan. 
Agriculture Production Commissioner. 

594. Shri J. P. Singh, Finance Secretary. 

595. Shri B. N. Tiwari, Planning Secretary. 

596. Shri Mahesh Prasad, 
Principal Secretary (Industries). 

597. Shri S. A. T. Rizvi, Secretary Ondustries). 

598. Shri V. K. Dixit, Secretary Orrigation). 

599. Shri K. K. C'haube, Additional Secretary (Law). 

600. Shri Shahzad Bahadur, Special Secretary. 

601. Shri P. P. Agarwal, Joint Secretary (Finance). 

602. Shri Narain Das, Joint Secretary (Law). 

603. Shri R.S. Mathur, Secretary to Chief Minister. 

604. Shri Chandra Pal, 
Special Secretary (Education). 

605. Shri H. M. Sharan, 
Joint Secretary (Food). 

606. Shri H. C. Gupta. 
Special Secretary (Personnel). 

607. Shri Rajeev Kher. 
Joint Secretary (Appointment). 

608. Dr. Anirudh Prasad. Reader in Law, 
Gorakhpur University, Gorakhpur. 

609. Dr. C. M. Jariwala, Reader in Law, 
Banaras Hindu University, Varanasi. 

610. Shri T. S. Papola, Director, 
V. V. Giri Institute of Development Studies, 
Luck now. 

611. Shri D. K. Bhattacharya, 
Former Chief Secretary, U.P. Varanasi. 

612. Shri Shailendra Singh, 
Reader in Economics, Lucknow University. 

613. Dr. L. D. Thakur, 
Prof. & Hcnd of Department of Political Science, 
Lucknow University. 

614. Shri Sripat Misra, 
Former Chief Minister, U.P. 

615. Shri Vibhava Bhushan, 
Advocate General, Uttar Pradesh. 

WEST BENGAL (Calcutta) 

Government of West Bengal
represented by 

616. Shri Jyoti Basu, 
Chi< 

617. Dr. A'hok ~liu a, 
MIC, Finance, Development & Planning. 

618. Shri Prasanta Kumar Sur, 
MIC, Local Government and Urban Development. 
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619. Shri Kamal Guha, 
MIC, Agriculture. 

620. Shri Nani Bhattacharyya, 
MIC, Irrigation & Waterways, 

621. Shri Nirmal Bose, 
MIC, Commerce & Industries. 

622. Shri Radhika Ranjan Banerji, 
MIC, Food & Supplies, 

623. Shri Kanti Biswas, 
MIC, Education (School). 

624. Shri Sambhu Charan Ghose, 
MIC, Education (Higher). 

625. Shri S. V. Krishnan, 
Chief Secretary. 

626. Shri R. Kharlukhi, 
Secretary, L.G. & U.D. 

627. Shri L. M. Ghosh, 
Secretary Judicial. 

628. Shri P. K. Banerjee, 
Secretary Legislative. 

629. Shri P. V. Shenoi, 
Secretary Agriculture. 

630. Shri S. P. Sen, 
Engineer-in-Chief & Ex-Officio Secretary, Irrigation & 
Waterways. 

631. Shri T. S. Broca, 
Secretary Commerce & Industries. 

632. Shri A. K. Chatterjee, 
Secretary Food & Supplies. 

633. Shri A. K. Basu, 
Secretary Education (School). 

634. Shri C. N. Penn-Anthony, 
Secretary Education (Higher). 

635. Shri P. K. Sarkar, 
Secretary Finance. 

636. Shri A. K. Banerjee, 
Officer on Special Duty & Ex-Officio Secretary Home 
(P. & A. R.) 

637. Shri Annada Sankar Ray, 
Intellectual & Writer, Calcutta. 

638. Shri S. B. Sen, 
Economist, Calcutta. 

639. Shri S. K. Acharya, 
Advocate General. 

640. Dr. Bhabatosh Datta, 
Emeritus Professor of Economics and Former Member, 
Finance Commission. 
All India Forward Block (West Bengal Committee)
represemed by 

641. Shri Anil Mukharjee. 
Forward Bloc. (Marxist)
represented by 

642. Shri Ram Chatterjee, 
Chairman. 

643. Shri R. K. Podd--, 
Former Vice-Chancellor, L:c11'-'Uua Un1versity. 

644. Prof. Barun De, 
Professor of History Centre for Studies in Social Sciences, 
Calcutta. 

645. Shri Atulya Ghosh, 
Former Congress President. 
West Bengal State Committee (CPI) (M)
represemed by 

646. Shri Saroj Mukharjee, 
Secretary. 
Revolutionary Communist Party
represented by . 

647. Shri Bimalananda Mukherjee. 
West Bengal Headmasters' Association

represented by 

648. Shri Bishnubrata Bhattacharya, 
President, (with 7 other members). 

649. Dr. S. K. Bhattacharya, 
Vice-Chancellor, Calcutta University. 

650. Smt. Renuka Ray, 
Member of Constituent Assembly. 

651. Shri Sukumar Mullick, 
Ex-Chief Minister, West Bengal. 

652. Dr. Biplab Das Gupta, 
Economist, Calcutta. 

653. Shri Somendra Chandra Bose, 
President, High Court Bar Association. 

654. Shri Mohit Bhattacharya, 
Professor of Political Science, Calcutta University. 

655. Dr. M. L. Upadhyaya, 
Principal & Dean Calcutta University Law College. 
Bengal Chamber of Commerce and Industry
represented by 

656. Shri J. D. ·Sinha, 
President. 

657. Shri T. K. Ramasubramanyam, 
Chairman. 

658. Shri P. Das Gupta, 
Secretary. 

659. Shri R. Ghosh, 
Economist. 
Bharatiya Janata Party
represented by 

660. Shri Vishnu Kant Shastri, 
President, West Bengal, B.J.P. 
Revolutionary Socialist Party
represented by 

661. Shri latin Chakrabarty, 
PWD & Housing Minister, 
Govt. of West Bengal. 

662. Shri Saurin Bhattacharya. 

663. Shri Sunil Sen Gupta. 

664. Shri Suniti Chattaraj, 
M.L.A. Congress (I), West Bengal. 

665. Shri Chittaranjan Bag, 
Advocate, Lecturer Calcutta University College of Law. 
West Bengal State Committee CPl-
represented by 

666. Shri Kanai Bhowmik, 
Secretary. 

667. Shri Swadhin Guha. 

668. Shri Prabhat Das Gupta. 
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GOA (Panaji) 

669. Sardar Gopal Singh, 
Lt. Governor, Goa, Daman & Diu. 
Government of Goa, Daman & Diu
represented by 

670. Shri Pratap Singh Raoji Rane, 
Chief Minister. 

671. Shri Saikh Hassan Haroon, 
Minister for Law & Industries. 

672. Shri Francisco Caetano Sardinha, 
Minister for Agriculture. 

673. Shri Harish Narayan Prabhu Zantya, 
Minister for Power. 

674. Shri Vaikuntha Govind Desai, 
Minister for Labour & Employment. 

675. Shri K. K. Mathur, 
Chief Secretary. 

676. Shri M. Raghuchander, 
Law Secretary. 

677. Shri S. K. Genthe, 
Special Secretary (Planning). 

678. Shri B. S. Subhanna, 
Secretary to Chief Minister. 

679. Shri G. G. Kambli, 
Under Secretary (G.A.). 
Goa Congress
represented by 

680. Dr. Wilfred de Souza, 
President. 

681. Shri Govind Panvelcar, 
General Secretary. 

682. Shri Luizimbo Fabiro, 
M.L.A., General Secretary. 

683. Shri Lyam Sunder Lengi, 
Treasurer. 

684. Shri R. D. Khalap, 
Leader of the Opposition & General Secretary, Maha· 
rashtrawadi Gomantak. 
Maharashtrawadi Gomantak-
represented by 

685. Shri Ravi Naik, 
President. 
Konkani Lekhak Sangh
represented by 

686. Shri Datta Naik, 
General Secretary. 
All Goa Youth Federation
represented by 

687. Shri Sushrut A. Martins, 
President. 

688. Shri Damo1ar Ghanekar, 
Vice-President, All Goa Youth Federation Editor, Sanydi. 
Yuva Janata-
represemed by 

689. Shri Cyril Pacheco, 
President. 
Konkani Projecho Avaz
represented by 

690. Shri Pundalik N. Naik, 
Convenor. 

691. Shri Uday Bhembre, 
M.L.A. 

692. Shri Cl1ander Kant Keni, 
Editor, Daily Rashtramet. 
Bhartiya Janata Yuva Morcha
represented by 

693. Shri Madhav Manohar Dhond, 
General Secretary. 
Gomcnt Lok Polox
represented by 

694. Shri Mathanhy Saldanha, 
General Secretary. 

695. Shri Raju D. Mangushkar, 
Joint Secretary. 

POND! CHERRY 

Pondicherry Government
represented by 

696. Shri M. 0. H. Farook, 
Chief Minister. 

697. Shri P. Kannan, 
Health Minister. 

698. Shri V. Vaithilingam, 
Public Works Minister. 

699. Shri V. Govindarajan, 
Agriculture Minister .. 

700. Shri L. Joseph Mariadoss, 
Labour & Cooperation Minister. 

701. Shri F. Pahnuna, 
Chief Secretary. 

702. Shri P. M. Nair, 
Development Commissioner. 

703. Shri A. Chandrasekhara Menon, 
Secretary to Government (Law). 

704. Shri R. Padmanabhan, 
Secretary to Government (Finance). 

705. Shri R. S. Chari, 
Secretary to Government (L.A. D.). 

706. Shri Rakesh Mehta, 
Secretary to Government (Education). 

707. Shri A. Subbaraya Pillai, 
Secretary to Government (Revenue). 

708. Shri S. Ramasamy, 
Former Chief Minister. 
Puduvai Makkal Munnani Party
represented by 

709. Shri Era Cheram, 
Secretary. 

710. Shri D. Ramachandran, 
Former Chief Minister, State D.M.K. Convenor 

with 

71 I. Shri R. V. Jankiraman, 
M.L.A., 

712. Smt. Ganimaran, 
Ex-M.L.A. 

713. Shri S. Gomala, 
M.L.A. 
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714. Dr. S. Anandavelu. 

7 J 5. Shri Subramanian. 

NEW DELHI 

716. Shri N. A. Palkhivala, 1 

Senior Ad\ ocate, Supreme Court. 

717. Dr. Karan Singh, 
Former Union 1\tinister. 

718. Shri Dharama \'ira, 
ICS (Retd.), Former Governor. 

719. Shri E. M. S. Namboodripad, 
Fonner Chief Uinister, Kerala. 

720. Shri M. L. Dwivedi, 
l\lember, Constituent Assemt.ly. 

721. Prof. N. G. Ranga, 
Member Constituent Assembly. 

722. Shri R. R. Di\\akar, 
Member Constituent Assembly 

723. Shri Kishori Mohan Tripathi, 
11ember Constituent Assembly. 

724. Shri Salish Chandra, 
Member Constituent Assembly. 

725. Shri Mohan Singh Mehta, 
Member Constituent Assembly. 

726. Shri Ram Sahai ·Tiwari, t 
Member, Constituent Assembly. 

727. Smt. Renuka Ray,' 
Member, Constituent Assembly. 

728. Ch. Ranbir Singh, 
M!.!mber. Constituent AsC)embly. 

729. Shri R. K. Malviya, 
Member, Constituent Assembly. 

730. Shri S. Nijalingappa, 
~lember, Constituent Assembly. 

731. Shri K. K. hin, 
~I ember, Constituent Assembly. 

732. D . Raj Ktishna, 
Economist~ 

fvrme , Mt::nber, Planning Commission & f(.r.ncr 
M<!mber, Seventh Finance Commission. 

733. Dr. C. H. I-Linumautha Rao, 
Economi~t. 
Membe:, Planning Commi5sion. 

734. Prof P. C. M•thur, 
Professo: Economist (Rctd ), 
LO-S. N.1tional Academy of Admn., Mussoorie. 

735. Shri L P. Singh, ICS (Retd.), 
Former Governor. 

736. Shri N. K. Mukarji, lAS (Retd.), 
fo:·mf!r Cabinet Secret.:try, Government of India. 

737. Shri V. Vishwanathan, !CS (RetJ.), 
Former Governor. 

73H Shri B. G. Verghes<, Editor-in-Chief. 
The Indian Express. 

Also met the Commission at Bombay. 
2 Also met the Commission at Bhopal. 
3 Abo met the Commission at Calcutta. 

739. Shri L. K. Jha, ICS (Retd.j 
Formerly Chainnan, 
Economic Admn. Rcrorms Commission and Chairmari 
Indirect Taxation Enquiry Commith.·e. 

740. Shri S. Sahay, Editor, 
The Statesman, New L>clhi. 

741. Shri Raja J. Chclliah, 
Former Dir~..'\:tor, 

National Institute of Public 
Fin:.1n~c and PAicy, New Delhi. 
Member, PI mn;ng Commi~sion. 

742. Shri G. K. Reddy, 
Spl. Correspondent, The Hindu. 

7-13. Prof. Mrinal Datta Chowdhuri, 
Professor, Delhi S~.:hool of Economk--s. 

744. Dr. (Mrs.) Alice Jacob, 
Director, Indian Law Instt. 

745. Shri Tarlok Singh, 
Former Member Planning Commission. 

746. Dr. M. V. Mathur, 
Economist, & Educationist, Member IV Pay Commission. 

747. Dr. . N. Raj, 
Fellow, Centre for D..:velopment Studies, Trivandrum & 
Member b.:onomic Advisory Council, Planning Com~ 
mission. 

748. Dr. Y. K. Alagh, 
Former Chairman, Bureau of Industrial Costs & Prices. 
Member, Planning Commission. 

749. Mr. lndcr Malhotra, 
RcsiJ..:nt Editor, The Times of India, New Do.:! hi. 

750. Dr. Ashish Bose, 
Professor, Institute ~f Economic Growth, Delhi. 

751. Dr. B. B. Bhattacharya, 
Professor, Institute of Economic Growth, Delhi. 

752. Justice S. Rangarajan, 
Senior Advocate, Supreme Court, Rctd. Judge, Delhi 
High Court. 

753. Shri P. R. Dubhashi, 
Director, Indian Institute of Public AJministration, 
New Delhi. 

754. Shri A. R. Shirali, 
Member St:eretary, Committee' on Change in Financial 
Year. 

Federation of Indian Chambers of Commerce and Industry 
(F1CC1)-
represenled by 

755. Shri Ram Krishna Bajaj, 
President. 

756. Shri A. K. Jain, 
Ex-President. 

757. Shri D. D. Puri, 
Committee Member. 

758. Dr. Sanjiv Gupta, 
Secretary (Eco.). 

759. Prof. Verney Douglas, 

Senior Fellow, Shastri Indo -Canadian Institute, New 
Delhi. 
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760. 

761. 

762. 

763. 

764. 

Shri K. F. Rustomji, 
Former Dir~tor General, Border Security Force and 
Member, National Police Commission. 

Dr. S. R. Mahcshwari, 
Prof. of Political Science & Public Admn. 
Indian Institute of Public Administration. ' 

Shri R. C. S. Sarkar, Ex-Law Secretary, ant\ 
Fonn!r Ch1irnnn, U.P.S.C. 

Shri G. R'lnuch:mdran, Former Finance Scactary, and 
Member-S~.:retJ.ry Pl1nning Commis'iion. 

Shrl K. G.mesen, Former Secretary, 
Election Commission. 

765. Dr. Edward Me Whinney, 
Mcri1ber of Pl!rm:ment Court of Arbitration, CanJda. 

766. Mrs. K. Rukmani Menon, 
Former Ambassador to Nigeria, Italy & Denmark. 

767. Shd Shyam Dhar Misra, 
Former Union Minister. 
Janata Party
represeJJted by 

768. Prof. Madhu Dandavate, 
Leader of the Janata Party in Lok Sabha. 

769 Dr. S. Jaipal Reddy, 
Dy. Leader of the Janata Party. 
LokDal-
represented by 

770. Shri Satya Prakash Malviya, 
Member of Parliament, General Secretary. 

771. Sbri J.P. Goyal, Member of Parliament. 

772. Shri Mahavir Singh, 
Ex-Judge, Allahabad High Court. 
Bhartiya Janata Party
represented by 

773. Shri L. K. Advani, President. 

774. Shri Ram Jethmalani Vice-President. 

775. Shri V. K. Malhotra, Secretary. 

776. Shri K. L. Sharma, Secretary. 

Communist Party of India, Central Sectt.
represented by 

777. Shri Homi Daji, Secretary, 
Central Secretariat. 

778. Shri N. Raja Sekhar, Reddy, Member. 
A.J.C.C. (Socialist)
represented by 

779. Shri K. P. Unnikrishnan, MP, 
Genei'al Secretary. 

780. Shri .V Kishore S. Deo, MP, 
General Secretary. 

781. Shri Dharam Bir Sinha, 
Former Unjon Deputy Minister & 
Former Minister, Bih;.tr. 

A.I.C.C. (I)--
represented by 

782. Shri Arjun Singh, Vice~ President. 

783. Shri P. Shiv Shankar, 
Union Minister for External Affairs. 

V!l-Contd. 

SECRETARIES tO tHE GOVERNMENT 01' INDIA 

784. Shri T. U. Vijayasekharan, S~..'Crel;:try, 
Department of Food. 

785. Shri M. M. Kohli, Secretary, 
Department of Power. 
accompanied by 

786. Shri M. K. Sambamurti, Chairman, C.E.]. 

787. Shri R. K. Sharma, Additional Secretary. 

788. Shri J. C. Gupta, Joint Secretary. 

789. Shri T. N. Seshan, Secretary. 
Oepartmcnt of Forests & Wild Life 
(Environment and Forests). 

790. Shri R. Ganapati, Secretary, 
Department of Expenditure. 
uccompanied by 

791. Shri C. S. Rao, Joint Secretary, 

792. Shri Prakash Narain, Chairman, Railway Board, 
accompanied by 

793. Shri S. R. Chaudhri, Member (Stall'). 

794. Shri Kuldip Narain: 
Advisor, (Industrial Relations). 

795. Shri S. P. Banerjee, Director General, 
Railway Protection Force. 

796. Shri M. B. Kaushal, 
Additional Inspector General, 
Railway Protection Force. 

797. Shri M. P. Srivastava, Director, 
Railway Reforms Committee. 

798. Shri C. G. Somiah, Secretary. 
Planning Commission. 
accompanied by 

799. Dr. S. P. Gupta, Adviser, 
Perspective Planning Division. 

800. Dr. P. D. Mukherjee, Advisor, 
Financal Resources Division. 

801. Shri Badal Roy, Adviser, 
Plan Coordination Division. 

802. Shri Ramaswamy R. Jyer, Secretary, 
(Water Resources) , 
accompanied by 

803. Shri D. W. Telang, Additional Secretary. 

804. Shri M . A. Chi tale, Chairman, 
Central Water CommissiOn. 

805. Shri N. K. Sharma, Member (W.R.) C.W.C. 

806. Shri G. S. Jakhade, Advker (P.P.). 

807. Shri B. K. Rao, Secretary, 
Department of Mines, 

accompanied by 

808. Shri T. N. Srivastava, Joint Secretary. 

809. Shri S. D Srivastava , Secretary, 
Department of Industrial Development. 
accompanied by 

810. Shri P. R. Latey, 
Secretary & Director General 
Technical Development. 
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811. Shri P. Munr;, Additional Se<:retary. 

812. Shri R. P. Khanna, Additional Se<:retary 
and Development Commissioner, Small 
Scale Industry. 

813. Shri S. K. Lall, Joint Se<:retary. 

814. Shri B. Sahay, Joint Secretary. 

815. Shri G. Venkataramanan, Joint Secretary. 

816. Shri C. R. Sundararajan, Joint Secretary, 
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