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steps taken to reduce reglODa) 
imbala.nee 
• 

3955. SHRI BRAJAMOHAN 
MOHANTY: Will the Minister of 
FIN ANCE be pleased to state: 

(a) what steps Government have 
taken to reduce growing regional im-
balance; 

(b) is there any proposal to change 
the policy and principles in devolutitln 
of federal finance; and 

(c) have Government considered 
the dissenting note given in the 7th 
Finance Commission Report and if 1)0, 
whether any suitable steps proposed 
to be· taken? 

TIlE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (SHRI 
MAGANBHAI BAROT): (a) Reduc-
tion of regional imb!llance is one of 
the maJor objec1ives of developn'ental 
strategy. The strategy is reflected 1n 

the Plan documents from time to tin1e. 
Sixth Five Year Plan (1980-85) is 
now being formulated in the light of 
the present Government's policies and 
programmes. 

(b) The devoJution of Central taxes 
and duties and Grants-in-aid of the 
revenuer; gI the States are mad~ on 
the basis of d~ci~ions taken on the 
recommp.ndations of Finance Commis-
sions, set up ii1 terms of articles 280 
of the Constitution. The Seventh 
Finance CominjE.sion, whOSe reCf'm-
mendations nre affectiVe for the period 
1979-85, realising its role in the 
matter of bal1inced regional develop-
ment, sought to ensure that its schenle 
of fiscal trqnsfer left as many of the 
less affluent States as possible with 
surpluses on revenue account. As a 
result of the &ssE'ssment of resources 
and the scheme of ftscalltansfers re-
commended by the Commission, 
fourteen out of twenty two States are 
left with surplu~~ on revenue account, 
amounting to ~s. 13,582 crores. The 
Government of India have already 
accepted ~nd impletnented the scheme 
of ftscal trans'f~!'t tecommended by the 

Commission. The lteport of the Com-
mission along vrith an explanatory 
memorandum on the action taken by 
the Government vIas laid on tte Table 
of both the Houses of ParliaI'fen t in 
November, lfj78. There is no proposal 
to change this s('heme of devolution 
Apart from the devolution of funds 
recommended by the Commission, 
Government of India also assist the 
States for the irriplementation of theIr 
prans. The dist:ibution of Central 
assistance to States for their Plan3 is 
governed by a formula which has 
come to be caned the Gadgil Formula. 
Assistance for Centrally Sponsored 
Schemes is given under rATP (In-
come Adj usted Total Population F'or-
mula). Both these formulae are 
weighted in favour of relativ~ly less 
advanced States. 

(c) The majority of the Con;'ill'ssion 
did not agree with the schem~ of 
devolution propused in the dissenting 
note. The Government of India after 
giving careful consideration to the 
note of diSSent and the opinion of the 
majority melnbers of the Comm~ssion, 
came to the conclusion that in regard 
to devolution of resources which in-• 
volve a delicate issue of Central-State 
financial relations, it would be proper 
to accept the rf'commendations of the 
majority. A ffiention to tlMs effect 
was made in the explanatory nlemo-
randum on the action taken on the 
recommendat~ons of the Commldsion, 
which was laid on the Table \)f both 
the Houses 0f PDrliament, along wit~ 
a copy 01 the Cummission's rep't't, in 
November, 1978. 




