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CHAPTER I‘
INTRODUCTORY

The National Finance Commission was constituted by the

oresident under clause (1) of Article 160 of the Constitution, to
@ake recommendations as to—

‘(a) the distribution between the Federation and the Pro-
vinces of the net proceeds of: :

(i) taxes on income, including corporation tax, but not
‘ including taxes on income consisting of remunera-
tion paid out of the Federal Consolidated Fund;

(ii) “taxes on sales and purchases; and
(iii) = export duties on cotton ;

(b) the making of grants-in-aid by the Federal Government
to the Provincial Governments; and '

Lo (c) ‘the exercise by the Federal Government and the Pro-
. vincial Governments of the borrowing powers conferred
by the Constitution. S

2. The Commission, according to Finance Division Notifica-
tion No. SRO 158(I)/74, dated the 9th February,. 1974, consisted
of the following members, namely:— '

1. Minister for Finance of the Federal Govern-

- ment Chairman

2. Minjster for' Finance, Government of the .
Punjab .. - .. ... "Member

3. Minister for Finance, Government of Sind Member
4, Ministelf_for Finance, Government of NWFP  Member

5." Minister for Fi_nance, Government of Baluch-

istan .. _ .. Member
6. Mr. A.G.N. Kazi .. e . . Member
7. Mr. H.A. Majid Membper

8 Mr. PK.Shahani .. .. .. Member
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9. Mr. Umar Jan Khan .. ‘e .. Member
10. Mian Saiiullah Khan Piracha .. .. Idember

3. Mr. S. A. A. Shah, Joint Secretary (Budget), Finance
Division, was appointed to act as Secretary of the Commissqu and
Mr. A. H. Qureshi, Section Officer, Finance Division, was appointed
to act as its Assistant Secretary.

4. The Commission neld six meetings in all Minutes and
working papers of these meetings are enclosed with this report as
Appenawces 1 to XIL

3. It was decided by the Commission that the Commission's

> TECOIMMENULIONS shouid be finalised betore the presentation ot

~ ibe Federa: and Provincial budgets for 1975-76 so that on accept-
ance they could be given efiect from the year 1975-76.

6. The Commission also decided to set up a working group
consisting of the Provincial Finance Secretaries and Additional
Sccretary, Finance Division, the latter aiso acting as convenor of
the working group, for preparing revenue income and expenditure
projections of the Federal and Provincial Governments for the

next five years. The working group was given the following
" guidelines ; — ‘

(8) Actuals for 1973-74 to be taken as the base,

(b) The estimates for 1974-75 to be improvised to include
increases in expenditure on account of grant of special
dearness allowance to employees and supplementary
authorisations in the course of the year. The revised
estimates so determined to be taken as the bench-mark
for future projections.

(¢} In working out the projections, a constant price level to
be assumed and rates of taxes and duties to be takea
as at present.

{d) Non-development revenue expenditure of the Federal
and Provincial Governments to be recast on a uniform
basis after applying annual growth rate of 15% in the

case of development departments and 6% for the rest
of the expenditure. '

(¢) Grants and subsidies by the Federal and Provincial
Governments at 1974-75 (revised) level not to be included
In the projections but to be listed separately. '
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CuiaptEr 11
DISTRIBUTION OF REVENUES

7. The existing arrangements in regard to the distribution of
Federal revenues are regulated by the Distribution of Revenues
Order, 1971 (President’s Order No. 10 of 1971), and are in
force since 1st July, 1970, when the former East Pakistan was
one of the Provinces of Pakistan. These provide for the Provincial
Governments to be assigned in each financial year a share of the
net proceeds of the following taxes and duties levied and collected
by the Federal Government in that year calculated according to
‘the percentage specified against each, namely,— _

(a) Taxes on income including corporation tax but
excluding taxes on Faderal emoluments .. 80%

(b) Duties of excise on tea, tobacco and betelnut 809
{c) Taxes on sales and purchases e .. 80%
{d) Export duties on jute and cotton .. .. 80%

(e) Estate and succession duties in respect of
agricultural land o .. 100%.

(f) Taxes on capital value of immovable property 1007,

8. Of the sums so assigned the allocation of shares to the
Provincial Governments is provided as under: —

(1) Taxes on sales and purchases—As to 30% of the sum

""" assigned in each financial year, the former East Pakistan

Province was to receive an amount bearing the same

proportion as collections in that Province in that year

" bore ‘to the total collections. Of the balance of 70%,

East Pakistan was to receive 549,. The amount remain-

ing after determining the share of Bast Pakistan in the

aforesaid manner was to be distributed between the
Provinces in West Pakistan.

2) Other taxes and duties—OT the sums ‘as.s’igne_d In each
" fipancial year, East Pakistan was to receive 54% and

. o !

“'the other Provinces together the remaining 46%.
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(3) The share assigned to the Provinces in West Pakistan
was to be distributed among them in the following

percentages : —

Punjab .. . .. . 56 5%
Sind .. .. . . 235%
North-West Frontier Province .. 15 5%
Baluchistan .. .. . 4.59,

9. The only change brought about in the foregoing arrange-
ments since the cessation of East Pakistan is that the share payable
‘to the former Province of East Pakistan is being retained by the
Federal Government. The Provinces in Pakistan have continuéd
to. receive without interruption their prescribed share of 46% of
the divisible pool.

10. Any revision of the existing pattern of distribution of
revenues between the Federal Government and the Provinces
necessitated an assessment of their revenue receipts and noa-
development expenditure for a period of time. The Commission
considered the report of the working group which was constituted
for this purpose earlier. It was found that the report was not
unanimous and showed widely varying projections of the deficite
of the Provincial Governments, The Commission, therefore, came
to the conclusion that the Commission’s recommendations need
not closely be bound by these projections. The Commission, how-
ever, took note of the increase envisaged in the non-development
expenditure of the Provinces which was highly disproportionate to
‘the growth in revenue receipts. ‘

11. The Commission recognised the essential need for preser-
ving the financial soundness and- strength of the Centre. The
Commission also appreciated the: imperative - of making the Pro-
vinces financially viable units. The Commission was ‘conscious of
the- fact that the Federal Government has far more scope and
capacity for raising resources by taxation than the Provinces.

o 12. After due consideration the Commission came to the non-
clusion that ample justification existed for a larger allocation of
the divisible revenues to the Provinces and that jts -quantum should
be raised to the level of 80% of the net proceeds of all the shar-
able taxes and duties. As for infter se shares of the Provinces, the
Commission after full examination of the various formulas held the
view that these should be determined on the basis of population.
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It was felt that this arrangement would be both democratic and
equitable and should cause no controversy. It would put ail the
Provinces on. equal footing. ' ‘

" 13. Accordingly, the Commission unanimously recommends
that, of the net proceeds of the following divisible taxes and duties,
809% should be allocated to the Provinces and 20% should be left
“with the Federal Government:— '

(1) Export duties on cotton ;
(2) Taxes on sales and purchases ; and

_(3) Taxes on income, including corporation tax, but not
“including taxes on remuneration paid out of Federal
Consolidated. Fund. ) ‘ o

At the same time, the Commission realises that the two smaller

Provinces of North-West Frontier and Baluchistan would require

'a measure of additional assistance which should be provided by
the Federal Government in the form of fixed subventions. ‘

14. The aforesaid allocable share of the Provinces should be
distributed in the percentage of their respective population
namely,— _

Punjab’ .. . . L 60.25%
Sind’ .. . .. . 22.50%
North-West Frontier Province . 13 39% |
Baluchistan . . .. mg»86% o

Total .. 100%

In addition, the Federal Government should give NWFP a ﬁxed
yeal .y subvention of Rs 10 crores and Baluchistan Rs 5 crores.
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Cuarmer IIT -

GRANTS-IN-AID BY THE FEDERAL GOVERNMENT

15. Grants in aid of the Provincial revenues by the Federal
Government are mainly of two types: development grants, and
specific grants for non-development purposes. Development grants
are related either to specific schemes of national importance included
in the Provincial Annual Development Programme (ADP) or are
intended as general support for ADP financing.

16. Federal grants to the Provinces for non-development
purposes at present take three forms: subvention and other grants
for budgetary support, subsidies, and grants for specific purposes.
Only NWFP at present gets a fixed subvention of Rs 125 1akhs per
annum in pursuance of Raisman Award of 1951 which was given
legal eflect through the Distribution of Revenues Order, 1953

AGGO No. 23 of 1953). In addition, NWFP receives (i) an amount

of Rs- 102 lakhs annually to meet revenue deficit involved on
administration of new areas entrusted to the Provincial Govern-
ment and (ii} a sum of Rs 72 lakhs per annum for maintenance
of strategic roads. Baluchistan gets a grant-in-aid of Rs 92 lakhs
per ‘annum comprising payment of Rs 61 lakhs for performing
agency functions on behalf of the Federal Government and Rs 31

lakhs for maintenance of strategic roads in that Province. Subsidy -

to the Provinces at present is confined to indigenous wheat onty.
Grants for specific purposes are mostly ad hoc grants.

17. The question of subvention was considered by the Com-
mission in the context of distribution of revenues between the Federal
Government and the Provinces and, as earlier mentioned, it was un-
animously agreed that Baluchistan and NWFP should be given fixed
annual subvention of Rs 5 crores and Rs 10 crores, respectively,
by the Federal Government. The Commission makes its recommen-
dation accordingly.

48, It ‘was represented to the Commission by the reprasenta-
tives of the NWFP and Baluchistan Governments that the grants at
present received by them for agency functions and for maintenance
of strategic roads were proving inadequate because of high costs

. and increase in the road mileage and should be suitably increased.

The Commission recognised the vatidity of this plea and decided
to recommend that the two Provinces should be reimbursed the
actual cost of maintenance which in fact was already the practice
in respect of the Provinces of Sind and Punjab.



19. The question that the Federal Government should reim-
burse the Provincial Governments the maintenance cost of the works
carried out o1 its behalf also came up for consideration by the Com-
mission. In this context it wags further stated that if any kederal
works were nanded over o a krovince, the Province would bear the
maintenance cost only if it agreed to such a takeover. 1t was clari-
fi=d on behalf of the Federal Government that if a particular work
was the constitutional responsibiiity of the Federal Government then
both the original and the maintenance cost thereof were Federal
liability. National highways, it was stated, will fall in this category.
In regard to other maiters, like that of sirategic roads, which also
generally bestow economic benefits on the area, the sharing of cost
of maintenance can be decided by mutual agreement between the
concerned Govérnments. The Commission considers this to be a
" fair arrangement and makes recommendation accordingly.

~ 20. It was also suggested in the course of Commission’s delibe-
rations that the cost of any special tasks assigned to the Provinces on
behalf of the Federal Government should be borne by the Federal
Government. It was unanimously agreed that in future when any
service was assigned to the Provincial Governments on behalf of:the
Federal Government the cost thereof should be borne by the Federal
Government on the basis of actual expenditure the scale of which
should be mutually agreed upon. The Commission recommends
accordingly.
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CHAPTER IV

EXERCISE OF BORROWING POWERS BY THR FEDERAL
AND PROVINCIAL GOVERNMENTS

. 21. The question of exercise of borrowing powers by the Fedsral
and Provincial Governments under the constitutional provisions has
also been considered in the past when the views of the State Bank
of Pakistan were also obtained. The present Commission did not
get an opportunity to have the benefit of consultation with the State
Bank. = Nevertheless, the Commission agrees that by and large the
same considerations hold good even now and that keeping in view
the economic compulsions and consequences of Government bor-
rowings the balance of advantage would lie in not defining the
overall limits of borrowings by the Federal Government. '

. .22, There is, bowever, a difference in the borrowings of the
Federal Government and those of the Provincial Governments. It
has been urged in the past that the Federal Government is responsi-
ble for.the formulation of overall fiscal and monetary policies of the
country and that this necessitates that it should supervise thé borrow-
ings on the part of the Provincial Governments. The Commission -
has noted that the Constitution in clause (3) of Article 167 already
provides for necessary safeguards in this behalf when it stipulates :

“A Province may not, without the consent of
the Federal Government, raise any loan if there
is still outstanding any part of a loan made to the
Province by the Federal Government, or in

- Tespect of which guarantee has been given by the
Federal Government; and consent under this
clause may be granted subject to such conditions,

- if any, as the Federal Government may think fit to
impose. *

The Commission is, therefore, of the view that the foregoing consti-
tutional provision adequately serves the purpose of regulating borrow-
ings by the Provincial Governments and it is not necessary to place
a statutory limit on these borrowings.

23. The Commission accordingly recommends that the existing
arrangements under which borrowings by the Federal Government
and the Provincial Governments are not subject to any statutory
fimit and which have worked satisfactorily may continue without
any change.
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CHAPTER V '

 SUMMARY OF RECOMMENDATIONS

24. To sum up, the Commission makes the following recom-

(a)

@

‘ (b)

mendations : —

The distribution beiween the Federation and the Provinces
of the net proceeds of sharable Federal taxes—(1) The
Provinces should be allocated eighty per cent of the net
proceeds of sharable Federal taxes, namely,—

@ cipor;, _diities on 'cpttori; |
(ii) taxes on sales and purchases; and
(iii) taxes on income, including corporation tax, but not

including taxes on remuneration paid out of the
Federal Consolidated Fund.

The share of the Provinces in the aforesaid divisible
pool of 80% net proceeds should be according to the per-
centage of their respective population, namely,—

Punjab . . .. 60.25%

Sind ... .. .. .. 22.50%
North-West Frontier Frovince .. 13.39% |
Baluchistan .. . . 3.86%

" N “Total —10—0"2_

The making of grants-in-aid by the Federal Government
to the Provincial Governments.—(i) In addition to their
share in the divisible pool of net proceeds of sharable
Federal taxes determined as aforesaid, Baluchistan and
the North-West Frontier Province should- be made a
fixed subvention by the Federal Government in the
following amount, namely,~—

Baluchistan R Rs five crores
North-West Frontier Province ... Rs ten crores



(ii)

(iii)

(iv)

10

Grants-in-aid by the Federal Government to the
Provincial Governments for the maintenance of-
roads of national importance and national highways
should be on actual cost basis.

Grants-in-aid for the sharing of the cost of mainten-
ance of strategic roads should be decided by mutual
agreement between the Federal Government and
the Provincial Governments.

Grants-in-aid for agency functions and for work
done by or for tasks assigned to the Provinces on
behalf of the Federal Government should be made
on the basis of actual expenditure the scale of which
should be mutually agreed upon.

(¢) The exercise by the Federal Government and the Pro-
vincial Governiments of the borrowing powers conferred
by the Constitution—The existing arrangements, under
which the borrowings by the Federal Government and the
Provincial Governments are not subject to any statutory
limit, have so far worked satisfactorily and should be
continued without any change.

RANA MOHAMMAD HANIF KHAN
Minister for Finance
Chairman, National Finance Commission.

MOHAMMAD HANEEF RAMAY GHULAM MUSTAFA JATOI
Chief Minister ) ) Chief Minister
Government of Punjab. Government of Sind,

NASRULLAH KHAN KHATTAK SARDAR GHAUS BAKHSH RAISANI
Chief Minister Sentior Minister
Government of North-West Government of Baluchistan.
Frontier Province.

A.G.N. KAZL H. A. MAJID.

P. K. SHAHANL UMAR JAN KHAN.

MIAN SAIFULLAH KHAN PIRACHA,
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Annex

GOVERNMENT OF PAKISTAN

MINISTRY OF LAW AND PARLIAMENTARY AFFAIRS
(Law Division)

Islamabad, the 9th Jurze 1975

No. F. 24 (1) |75-Pab*.—The following Order made by the President on the
6th June, 1975 is hereby published for general information :—

PRESIDENT’S ORDER No. 2 oF 1975

WHEREAS, in pursuance of clause (1) of Article 160 of the Constitution,
the President, by the Finance Division Notification No. SRO 158 (I)l74 dated
the 9th February, 1974, appointed a National Finance Commission to make
recommendations, among other matters, as to the distribution -between thc
Federation and the Provinces of the net procceds of certain taxes;

AND - WHEREAS the said Commission has submitted its recommendations
with regard to the said distribution ;

- Now, THEREFORE, in pursuancc of clause (4) of Article 160 of the Cons-
- titution, the President is pleased to make the following Order :—

, 1. Short tide and commencement.—(1) This Order may be called the
Distribution of Revenues and Grants-in-Aid Order, 197S.

{2) It shall come into force on the first day of July, 1975.
2. Definitions.—In this Order, unless there is anything repugnant in the
subject or context,—

(a) “net proceeds ™ means, in relation to any tax or duty, the proceeds
thereof reduced by the cost of collection, as ascertained and cer-
tified by the Auditor-General ; and .

(b) “taxes on income” includes corporation tax but does not include
taxes on income consisting of remuneration paid out of the Federal
Consolidated Fund.

3. Distribution of revenues.—The Provincial Governments shall be assigned
in each financial year a share equal to eightv per cent of the net proceeds of
the following taxes and duties levied and collected by the Federal Government
in that year, namely :—

(a) Taxes on income.
(b) Taxes on sales and purchases.

(c) Export duties on cotton.

*Published in the Gazette of Pakistan, Extraordinary, dated the 9th June, 1978,
pages 161-162,
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4. Allocation of shares to the Provincial Governments.—The sum assigned
to the Provincial Governments under Article 3 shall be distributed amongst the
Provinces on the basis of their respective population in the percentage specified
against each :—

The Punjab .. ce e .. 60.25%
Sind .. .. .. .. 2250%
The North-West Frontierl Province - ..o 13.39%
Baluchistan . . e .. 386%

————

Total .. 100%

' . 5. Grants-in-aid to the Provinces,—There shall be charged upon the
Federal Consolidated Fund each year, as a grant in aid of the revenues of
Baluchistan and the North-West Frontier Province, a sum of five crore rupees
and ten crore rupees respectively.

6. Repeal.—Article 7 of the Distribution of Revenues Order, 1953 (GGO
No. 23 of 1953), paragraphs (e) and (f) of clause (1) of Article 2 of the
Distribution of Revenues and Consolidation and Repayment of Loans Order,
1962 (P.O. No. 23 of 1962), and the Distribution of Revenues. Order, 1971
(P.O. No. 10 of 1971) are hereby repealed.

L]

CHAUDHRY FAZAL ELAHI,

T L President.
.-, Countersigned. -
ZULFIKAR ALI BHUTTO,
G Prime :Minister.
Lo ~© ABAID ULLAH KHAN,

Solx’ci!o?. .
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Appendix 1
MINUTES OF FIRST MEETING OF THE NATIONAL FINANCE COM-

MISSION HELD IN COMMITTEE ROOM OF FINANCE DIVISION
AT ISLAMABAD, ON THURSDAY, 30TH JANUARY, 1975 AT 10 A M.

The following were present :—
Members
1. Rana Mohammad Hanif Khan, Chairman.

2. Mr. Mohammad Haneef Ramay, Chief Minister, Punjab.

3. Mr. Ghulam Mustafa Yatoi, Chief Minister, Sind.

4. Mr. Mohammad Igbal Khan Jadoon, Finance Minister, NWFP,

5 Mr. A. G. N. Kazi, Secretary General (Finance and Economic
Coordination), Government of Pakistan.

6. Mr. H. A. Majid (Punjab).

7. Mr. P. K. Shahani (Sind).

8. Mr. Umar Jan Khan (NWFP).

Officials
9. Mr. Abdur Raouf Shaikh, Finance Secretary, Government of
Pakistan.

10. Mr. M. A. G. M. Akhtar, Additional Finance Secretary, Govem
‘ ment of Pakistan. _

11. Dr. M. Tariq Siddiqui, Finance Secretary, Punjab.
12. Mr. R. A. Akhund, Finance Secretary, Sind.
13. Mr. Arshad Farid, Finance Secretary, NWFP.

14. Mr. S. A. A. Shah, Secretary, National Finance Commission and
Joint Secretary, Finance Division. .

15. Mr. Inamul Hag, Secretary, Apportionment Committee (Finance
Division). ‘ ‘

16. Mr. A. H. Oureshi, Assistant Secretary, National Finance Com-

» - mission.

The members representing the Government of Baluchistan could not attend the
meeting due to cancellation of PTA flight from Quetta. o

2. The Chairman welcomed the members to the first meeting of the’
National Finance Commission and honed that with joint effort they would be
able ta make a eood inh of a difficnlt assienment that had heen entrusted to
the Commission. He observed that the separation of East Pakistan had
changed the context and the entire ground will have to be gone over to meet
the requirements of changed circumstances. He stated that the Commission
could not meet so far for unavoidable reasons and noted that the Provinces
were very anxious for expeditious action. He.shared the anxiety of the
Provinces. - o
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Programme of Work

3. The Punjab Chief Minister pointed out that the Commission was
‘neeting nearly @ year after it was constituted and the Provinces were naturally
keen on quick decision. He suggested that the Commission should finalize its
recommendations well before thc next budget and should evolve a method so
that this end was achieved.

4. Mr. H. A. Majid wanted to know if the meetings of the Commission
would be held only at Islamabad or they could take place elsewhere also.
The Chairman pointed cut that he would have no objection to hold the
meetings at any of the Provincial Headquarters but it would be more con-
venient to hold the meetings at Islamabad where all the data would be readily
available if it was required in the course of the meetings.

Tenure of National Finance Commission

5. Mr. Shahani stated that he believed that the National Finance Com-
mission would be a standing Commission for five vears to whom any matter
relating to finance might be referred by the President. Since the recommenda-
tions of the National Finance Commission had to be laid before the two Houses
of the Parliament and the Provincial Assemblies, the Commission, he presumed,
would remain in continuous existence to watch the progress of implementation
of its recommendations.

6. Mr. A. G. N. Kazi and Mr. H. A. Majid did not agree that the
Commission had a life of five vears. The Punjab Chief Minister thought that
once the Commission had performed its function it would become dormant
and would not ricct again unless a new issue was referred to it. The Federal
Finance Secretary clarified that the experience, history and tradition of such
Commissions constituted in the past rcvealed that once they had finished their
work they stood dissolved. Concluding the discussion about the point raised
by Mr..Shahani, the Chairman drew attention to the words “ and thereafter at
intervals not ecxceeding five vears” occurring in clause (1) of Article 160
of the Constitution and observed that the provision clearly implied that, after
the Commission had made its recommendations and the President had approvad
them, this body would automaticallv stand dissolved. FElaborating his point
further, the Chairman stated that this provision of clause (1) of Article 168
empowers the President to constitute a National Finance Commission whenever
he feels the need for it and, in any case, at intervals not exceeding five vears.
Tt was implicit therefore that the nresent Commission did not have the statvs
of a standing body and that it would not continue after the completion of its
assignment. This view .was accepted by all members of the National Finance
Commission.

Rules of Procedure oY

7. Mr. Shahani then raised the point that modalities of the working of
the National Finance Commission required to be laid down. He referred the
mémbers- to draft rules that ne had . prepared and circulated in the meeting
for the reculation of the proceedings of the Commission. The Chairman
observed that these draft rules would tend to delay things instead of expediting
them. He suggested that keeping in view the urgencv of the Commission’s
deliberations. the procedure of the National Finance Commission should be
informal and bv consensus so that the work is started in right earnest. The
membsrs agreed to.the Chairman’s point of view.

Commission’s Terms of Reference . .

8 'Mr. H. A. Maijid raised the point whether the Commission could
request the President to add to its terms of reference. He referred in parti-
cular to paragraphs (a)(iii) and (a}(iv) of the terms of reference of
the National Finance Commission, corresponding to provision in clause (3) of

, . . T SEL
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Article 160 of the Constitution, and stated that the President had not specified
other export duties and he excise duties for consideration by the National Finance
Commission. Taking up the issue, the Punjab Chief Minister said that Punjab
considers the question ol excise duties that have not been referred to the
National Finance Commission as a basic and fundamcntal issue for considera-
tion by the Commission. He went on to say that, while the Commission may
have to remain within the given terms of reference, the Provinces have a case
that other export duties and excise duties should also be made divisible,
Income tax and sales tax revenues, he pointed out, were not expanding in
line with the devcloping economy and consequently the shareable income from
these sources was not rising. On the other hand, the yield from export duties
and excise duties was increasing because of the rising trend of diversiticd
exports and higher level of economic activity in the country. He added that
10 somec cases Lne saies tax is converted into excise duty thus denying & share
0 the Provinces. ihe Funjab Chief Minister observed that instead of meeting
the rising needs of the Provinces through ad hoc mieasuies like grants-ui-aid
of writing oa of past debts, it would pe better if the Provinces knew what
they werc entitled 1o as a matter of rigt. He asked the Finance Secretary,
~ Punjab to state the specific excise and export duties which his Government
~ould like 0 be made divisible. The Finauce Secretary Punjab pointed out
that the investments madc by the Provincial Government ia the annual
development programme (ADP) had two aspects {rom the revenue point of
view. Fisily, it was spent on items like roaas, heaith, education, etc. which
gave no direct sizeable return to the Provincial Government. Secondly, 1t was
spent in sectors like agriculture which resulted in increased income to the
tederal Government. By way of illustration, he mentioned that the excise
Jduties on sugar, cotton tabrics and yarn, motor spirit and high speed diesel,
vegetable products, tobacco, etc. and export duties on cotton yarn, rice, hides
and skins, etc. were elastic items of rcvenue out of which Provinces did not
receive their due share in spite of the investmenis made by them. The Punjab
Chnief Minuster suggested that all these aspects should be given consideration
by the Nauonal rinancc Commission and all export duties, excise duties and
trading pronts on rice and cotton should be made shareable with the Provinces.

9. Mr. H. A. Majid suggested that the National Finance Commission
Secreiariat should get information on commoditics that have been or are
subject to dual taxation by way of excise duty and sales tax. ‘He also wanted
©0 know whether the Commission should approach the Government to modify
its terms of refercnce. Mr. A, G. N. Kazi observed that the Commission coula
not take up the matter with the President but the Provincial Finance Ministers
could make a request to the Federal Finance Minister in this matter., He
suggested tnat the Provinces should make their proposals more concrete and
should come yp with specific recommendations stating which of the excise or
export duties they wanted to be considered by the Commission. He pointed
out that the sharing of profits was not provided for by the Constitution.
Mr. H. A. Majid suggested that the Commission couid consider the trading
profits while considering the question of grants-in-aid by the Federal Govern-
ment to the Provinces. The Federal Finance Secretary observed that graats-
in-aid are voted and if charged upon the Federal Consolidated Fund are dis-
cussed by the legisiature while share in taxes accrucs to the Provinces as a
matter ot right. S

10. The Federal Finance Secretary clarified that excisc duties and sales

tax were merged in some cases to avoid the multiplicity of taxes and the
intention was not to retain the divisible amount with the Federal Government.
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Any resultant losses to the Provinces. from such measures were intended to
be made good in other ways. ‘

11. Mr. Shabani supporied the point of view of the Punjab Criel Minister
and suggested that all trading profits and export and excise duties should be
considered by the Commussion and it should then be recommended wmicn o1
the items should or shouid not torm part ot the divisible pool. He stated
that the Federal Government was as much a party betore e Comunssion as

any Provincial Government and that it coula also plead its case belore the
Commission, '

12, The Finance Secretary, NWFEP stated on behali of his Government
that while he generaliy supported the Punjab viewpowt and wanted wat excise
duties as a whole should Le considered by the Commission, ne beueved inal
for a considerable lme his Province would have o live on Federat ganis-i-
aid. He, therefore, suggcesied that the wading profits or e rederal Uovern-
ment should be kept out of thc siaring arrangement s0 as to enable that
Government t0 meet the needs of grants-in-aid to deficii Provinces. Lhe
Chairman observed that the Federal Government has of necessily (o spendt
huge sums of money in areas which are no seif-sufficient and showd thererore
bave adequate resources to mcet such obligations. The Funjab Chief Mimster
agreed with the Chairman and said thar the lederal Government should have
enough financial powers and resources to discharge its overall obligations.
He observed that it was not only particular territories where the rederal
Government had to spend much more than it could get from therc but aiso
certain sectors, like mineral exploration, which required huge investment whicii
could only be managed by the Federal Government. He was of the tirm
view that new arrangement should be such as would make the Provinces more
responsible in regulating their financial matters. He thought that at preseat
smalier Provinces did . mot impose any seli-discipline as they knew that theit
deficit would be picked up by the Federal Government.

rm e TS
i

13. Mr. A, G. N. Kazi pointed out that there are two aspects of the
question of allocation of revenues between the Federal Government and the
Provinces. First, the quantum which should go to the Provinces and the
Federal Government has to be determined. This, he said, should depend
upon the responsibilitics assigned to the different governments under the
Constitution. The second is the mechanics to be devised for such allocation.
This should be a matter of suitability. He pointed out that only import duties
had been excluded from amongst the items which the Provinces of Punjab
and. Sind wanted the National Finance Commission to take up. He felt that
all items of revenues could as well be lumped together and then it could be
laid down how these were to be distributed. He observed that the past
attitude, going to the pre-Independence Government of India days, had been
that the interests of the Provinces lay in things nearer the land and therefore
the taxes related to agriculture, like land revenue, always went to the Pro-
vinces. If the Provinces had themselves continued with the same approach
and taxed the agricultural incomes at source, less could have b_een levied by
the Centre on the products of the land. The export duties on rice and cotton
could not have been imposed by the Centre, or at least not at the present
Jevels, had the Provinces pre-empted these sources through their “own taxes.
Taxes on jtems of agricultural origin levied by the Centre were however tradi-
tionally shared with the Provinces. The export duties on jute and cotton and
excise «duties on tea, tobacco and betelnut fell in this category. Income tax
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and. sales tax were exceptions which were added .to the divisible pool later.

According to him, there were now two alternatives in the matter :(— .
- (i) Either to adopt the traditional approach by sharing the income on

jtems nearer the land and assigning big proportions to the Pro-
__vinces out of it.
(ii) Or to include all items of revenue and assign small proportions

therefrom to the Provinces.

14. It was possible that with the wider base, smaller proportion might
move to the Provinces or with a smaller base bigger portions could be assigned.
He further stated thaf there could be different views about the basis of distri-
bution-.of revenues between the Federal ‘Government and the Provinces.
Criteria like production, population, consumption or a combination of these
or any other claim may be put forward in this connection. The Commission
had the choice cither to adopt the first approach wiuci is both historical and
traditional or to make a clear departure and pursue the second approach. Iln

any case, the Provinces must come up with detailed proposais for the
consideration of the National Finance Commission.

- 15. Mr. Shahani preferred the second alternative. He wanted the state
trading profits and excise duties to be included but not the import duties.
Mr. ‘H. A. Majid was of the view that the Commission should make recom-
mendations in the light of the total income of the country as the changed
circumstances may need departing from the historical approach. Mr. A. G. N.
Kazi clarified that the posiuon as enunciated by him did not exclude considering
the totality of resources and evolving' a formula for disiribution. .

'16. The Federal Finance Secretary drew the attention of tbe members
to ‘the views of SIR JEREMY RAISMAN about the local origin of a taxed -
commodity being the basis for sharing the proceeds. He read the iollowing
extract from the RAISMAN AWARD :—

“ 10. Export Dusies.—A claim has been put forward by the Punjab and
. Sind for a share of the proceeds of the cotton cxport duty. The
... claim has been largely based on the precedent of the discribution
“of the jute export duty. It is, however, clear that the casc of
jute in relation to Bengal has been treated as something quite
unique arising from the special circumstances of Bengal wita its
permnanent land revenue settlement, and from the extraordnary
. importance of jute in the economic lte of that Province. In my
. opmon the claim of the Pupjab and Sind must be rejecled.
- Export duties ar¢ essentially Federal in character and to recogmze
. ..a nght ot the units to the proceeds on the basis of the local ongin
: of the taxed commodity would ultimately be fatal to any rational
.. scheme: of Federal finance. Moreover, export duties may be
levied for purposes which are not primarily fiscal but are related
to the general monctary and economic condition of the country
and to world factors. Such duties have reccotly been imposed in
. many countries for disinflationary purposes when the prices of
exported raw products have soared.”

The Federal Finance Secretary said that this . viewpoint, among other things,
also indicated that export duties were sometimes levied for purposes other than
raising revenues and this point should be kept in view by the Commission. He
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further wanted to know whether subsidies on commodities like wheat and edible oil

would be included in considering the state trading profits, The Punjab Chief..

Minister clarified that, according to his view, profits or losses linked with
exports should be included but the imports should be kept outside the Com-
mussion’s purview. Similarly, profits of the public sector industries should
also be excluded from the divisible pool as the management of socialized
economy was likely to remain a Federal function.

17. Mr. A. G. N. Kazi summarized this part of the argument by saying
that besides the income and sales taxes, which were already included, the

Provinces wanted all the export duties and state trading profits linked with -

exports and all excises without profits and losses related to imports to -be
inciuded in the divisible pool. It was decided that the Finance Division would
inilate necessary action to have the terms of reference of the Commission
enlarged accordingly,

Other Points “-7

18, Mr. H. A. Majid drew the attention of the memwvers to the needs of
increased welfare activities like education, health, public housing, etc. whic¢h
had put additional burden on the Provinces. He thought that information
regarding cost of these services should be available to the Commission. He
also suggested that to improve the facilities of local nature the financial needs
_of the local government institutions should also be indicated by the Provinces.
The Punjab Chief Minister was of the view that local body matters should
not come to this forum. He believed that the local bodies should learn to
stand vu their own legs. He thought that once the Provinces were given
reasonable sharcs of revenue, they should be able to look after their local
bodies. The Chairman observed that while the needs of local bodies can be
brought vut as an argument any consideration of the local bodies finances was
not a part ot the Commission’s assignment.

19, Mr. H. A. Majid wanted to know -what share of excise duties on
gas and electricity was passed on to the Provinces. The Federal ‘Finance
Secretary urew we altenuon of the member to Article 161 -of the Coastitu-
tion wiuch lays down that (1) net proceeds of the excise duty on . gas levied
at well-head and collected by the Federal Government and of the royalty
vollecteu by the Federal Governmeant shall be paid to the Provinces in which the
well-head of the natural gas is situated and (2) the net profits earned by the
Federal Government from the bulk generation of power from.a hydro-electric
statuon was payable to the Province where such a station was situated. On
Mr. Majd's query about the status of the Warsak and Mangla dams, the
Federal rinauce Secretary stated that exact position would be ascertained and
brought Lo the notice of the Commussion. It was, however, clarified by the
representative’ of NWFP Government that Warsak dam is located in the
reaerally Administered Area while Mangla dam falls in Azad Kashmir territory.

Commission’s Working Procedure

20. ihe questions posed-for consideration and decision by the Nauoml
finance Commussion, in paragraph ¢ of the Working Paper were then dis-
cussed and the following decisions were taken in the meeting :—

(i) Regarding its programme of work and time schedule, the Com-
mission decided that efforts should be made to complete the work
of the Commission by the end of April, 1975.
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(ii) As regards the form and substance of the memoranda that the
Commission would like to have from the Provincial and the Federal
Governments, it was decided that the Provinces would give a list
of itemsjsubjects on which they would like the Secretariat of the
Commission to collect information. :

(ii) The Commission did not desire to call for the views of private
individuals and non-public sector agencies.

(iv) It was not considered necessary for the present to set up any
' working groupsjcommittees for dealing with specific issues.

Representutive capacity of Provincial Ministers

~ 21 On a query by Mr. H. A. Majid whether the Provincial Chief|Finance
Ministers were represented in the Commission in their individual capacities or
as representatives of .their respective Governments, the Punjab Chief Minister
observed that the Provincial Ministers, unless they indicated otherwise, were
.-sopposed to be expressing the official views of their Governments. The other
Ministers present in the meeting agreed with this observation.

22. It was decided that the Commission would meet again on the 20th
February, 1975, at 10 AM. in Islamabad. The meeting ended with a vote
of thanks to the Chair. - R
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. Appendix T1

MINUTES OF SECOND MEETING OF NATIONAL FINANCE COMMIS-
Y SION HELD IN COMMITTEE ROOM OF FINANCE DIVISION AT
ISLAMABAD ON THURSDAY, 20TR FEBRUARY, 1975, AT 4 P.M.

The following were present :——

- Members »
1. Rana Mohammad Hanif Khan, Federal Finance Minister, Chairman.
9 Mr. Mohammad Haneef Ramay, Chiet Minister, Punjab.

3. Mr. Saifullah Khan Piracha, Minister for Industries and Develop-
ment, Baluchistan. . : :

4. Mr. G. M. Khan, Adviser to Governor, NWFP.

Mr. A. G. N. Kazi, ‘Secretary-General: (Finance and Economic
Coordination), Government of Pakistan. o Lo

6. Mr. H. A. Majid (Punjab).
7. Mr. P. K. Shahani (Sind).
8 Mr. Umar Jan Khan (NWFP).

Officials
9. Mr. Abdul Raouf Shaikh, Finance Secretary, Government of
Pakistan.

10. Mr. M. A. G. M. Akhtar, Additional Finance Secretal:y, Govern-
mecnt of Pakistan.

11. Dr. M. Taﬁq Siddiqui, Finance Secretary, Punjab.
12. Mr. R. A. Akhund, Finance Secretary, Sind.

'13. Mr. Arshad Farid, Finance Secretary, NWFP.

' 14. Mr. S. R. Poonegar, Finance Secretary, Baluchistan.

15. Mr. S. A. A. Shah, Secretary, National Finance Commission and
Joint Secretary, Finance Division.

16. Mr. Q. M. Alimullah, Deputy Secretary, Finance Division.

17. Mr. Inamul Haq, Secretary, Apportionment Committee (Finance
Division). _

18. Mr. A. H. Qureshi, Assistant Secretary, Nationa! Finance Com-
mission.

Baluchistan Viewpoint

2. At the outset Mr. Saifullah Khan Piracha stated that since no member
from Baluchistan could attend the first meeting of the Commission he wanted
t; have his viewpoint recorded before discussion on the agenda of the second
mecting was initiated. Referring to the decision of the first meeting, he
agreed that the report of the Commission should be finalised well before the

presentation of the next year’s budget. He did not, however, support the
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view that the terms of reference of the Commission should be widened to
_include all export and excise duties and the state trading profits in the divisible
‘pool. He said with emphasis that he very much preferred a strong and
viable Centre which should have sufficient rcsources to come to the aid of
. the.;Provinces having special problems and requirements. He also suggested
that the .share payable to the former East Pakistan Province under existing
arrangements should be added to the divisible pool and this pool be shared
between the Federal Government and the Provinces in 20:80 ratio. He felt
that. Baluchistan should get at least 10% of this pool. :

3. He drew the attention of the participants to past attempts at allocation
" of revenues between the Centre and the Provinces and said that although

- §IR OTTO NIEMEYER and others after him usually referred to three bases
for division of revenues namely, population. incidence and relative backward-
ness, in actual fact population had been the major consideration all along.
To illustrate his point he said that Punjab with $7% population of (West)
Pakistan got a share of 56% and Sind with a population of 21% was allo-

- .cated 23% as its sharc. He added that, instead of population, requirements

and area of a unit should be given due weightage. He expressed the view
that Baluchistan had a special case and not much had been done for that

.. Provinée up to the Fourth Five Year Plan with the result that it was more

backward than any other part of the country. It had no infrastructure and
had few developed raw materials and sources of power. On the other hand,
he believed, Sind and Punjab not only got the bulk of public sector invest-
.. ments but also benefited greatly from private investment. He wished to
 stress that similar opportunities should be provided to Baluchistan.

.4, He also drew the attention of the members to the report of the Panel
. of Economists for the Fourth Plan which had recommended special weightage
.- to the backward areas. He added that the Memorandum submitted by the

- Government. of Baluchistan to- the National Finance Committee in - 1970

should be treated as a document before the present National Finance

t Commission while considering the case of Baluchistan.

. & The Chairman drew the attention of the member from Baluchistan to
the constitutional provision about the functions and terms of reference of the
National Finance Commission and said that the previous meeting largely dis-
cussed whether these terms were to be expanded. Since the consensus was
that the Finance Division should initiate a proposal in this behalf and obtain
the orders of the President, necessary action was being taken by the Finance
Division and the outcome would be intimated to the members. Mr. Piracha
~“ said that for the reasons already given by him he did not agree that the terms

'+ © of reference of the Commission should be enlarged.

Conﬁmation of Minutes

6. Taking up the agenda for the dey, the members confirmed the minates
of the first meeting.

‘Working Paper for Second Meeting - o _
7. The Federal Finance Secrctary broadly cxplained the contents of the

working paper prepared for the second meeting. He stated that a summary
to have the terms of reference of the Commission expanded had been prepared

7" but it ‘peeded a second look. Tt will be submitted for Finance . Minister's

approval shortly arid the outcome will be advised to the members in- due course.
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8. Referring to specific data required by some members, he said that infor-
‘matioa on certain points had been collected and on others it was being-obtained
- and would be submitted to the Commission. He drew the attention of mem-
bers to data provided by the Secretariat in annexes to the working paper and
said that the projections for the next five years indicated the position of: revenues
and non-development revenue expenditure of the Federal and Provincial
Governments and forecast the net position as being in deficit for all the Govern-
* ments. In a separatc paper the position regarding grants-in-aid by the. Federal
Government had also been indicated with reference to item (2) of the Com-
mission’s terms of reference as indicatcd in paragraph 2 of the working paper.
- He-added that, through a supplementary working paper, the Secretariat had
also circulated the revised projections of the Government of Sind and certain
-changes rcported by the Federal Finance Division in their estimates.: The
Commission had to proceed with its deliberations on the basis of the papers
before it, he concluded. ‘

9. Finance Secretary, NWFP, stated that as the development . perspective
of his province had changed since August, 1974, when he supplied the data
to the Commission Sccretariat, the projections and the deficit in respect of his
Province were now far above what was forecast by him previously,~ especially

- in.view of the increased emphasis on social welfare areas like Education and
Health. : ,

. Working Gsoup to firm up Projections P o
10. The Punjab Chief Minister observed that other Provinces might also
cmoe up with changes in figures unless a uniform criterion for working out
the projections was laid down by the Commission. He suggested that a
+“Working Group be constituted to prepare the projections on a unifierm basis.
- ¥e -satd that “while the Federal Ministry of Finance had forecast arevenue
deficit and so have the Provinces, the Planning Commission had: estimated thet
‘tthere would be a surplus during thé next five years. He pointed out that the
rate of increase provided for certain services widely  differed from Prowince to
Province. He felt that an agreed ‘rate of increase should be adepted by all
the five Governments to ensure comparability of data. He suggested that
~there: could be three possible approaches in ‘working out the future projections,
" namely :— . : S :

“increases provided in both.

(2) We can plan a big leap in the beginning, say the magnitwde of
50% or 100% over the existing levels of revenue and..expenditure,
and after baving attained a breakthrough to:have. gradual. rates of
increass thereafter. .

(1) Levels of revenues and expenditure can be lﬁept-‘ev'enr with-moderate

. f‘n

(3) We can plan continuous leaps without sétﬂng .any' Timit of time in
the hope of having quick development. '

He said that the Commission must decide and agree on any one, approash
to the problem so that firm data were prepared accordingly.

11. Pointing out that all sort; of estimates might be sent to. the Com-
- mission, Mr. A, G. N. Kazi apgreed with Chief Mipister, Punfab, that a group
~shonld be appointed to prepare a2 set of basic’ estimates. -For that, he fek,
~basici asswmptions must be given by the Commission so that uniform pattern
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was.evolved. He suggested that the five Finance Secretaries could get to-
gether.and work within the framewcik laid down by the Commission. Mr. H. A.

Majid supported the proposal and said that if the Group faced any obstacles
in firming up the estimates, the Conunission could resolve the difficulty.

12.'Mr. Shahani felt that the proposed Werking Group could only make
an assessment about the resources and needs so that there was no dispute
about the figures, but it would be in no posiiion to recommend any appor-
tionment as that was the jcb of thc Commission. The Group could, however,
work’ ‘out the criteria for such apportiomment in tie light of the division of
subjects between the Centre and the Provinces as given in the Constitution.

Consideraﬁdns other than Quantitative Factors : 'NWFP's Point of View

13. Mr. G. M. Khan supported the views of the Punjab Chief Minister.
He ‘however felt that, besides the quantitative factors, certain basic political
considerations will have' to be kept in view by the Commission. Picking up
the “argument, the Punjab Chief Minister said that although facts like popula- -
tion, area, level of development, etc. were relevant factors but even now while.
meeting the provincial requirements cunsiderations other than quantitative
factors were being given duc weight hy the Federal Government,: The same
approach, he thought, could continue in the future. Mr. G. M. Khan felt that
in view of the desirability of having a strong Centre, tou much stress should
not -be laid on having a larger divicible pool. Mr. H. A, Majid observed that
the' Commission was only discharging its duty of advising on the shares to be .
assigned to Provinces and was in no way suggesting any reduction in the
financial powers of -the Federal Government,

Viability of Provinces also Imporiant :

14, The Punjab Chicf Minister belicved that there could be two ways of
ussigning«ithe revenues to the Federal Government aad the Provinces. Pro-
ceeds.of <erwzin taxes could be aliocated 100% to the Federal Government while
those: of .certain others could be allocated 100% to the Provinces and some
taxes -could fall in between thesc two categories. Whatever the approach
adopted, the intention, he felt, should only be to make the Provinces more
viable .and. responsible in managing their finances. JI this purpose was achie~
ved, he thought, the present practicc of granting Federal loans to meet the-
Provincial dencits would no more be nccessary. Mr. Shahani agreed with the
Punjab. Chief Minister and said that tie Commission had to decide whether
the Provinces shiould go to the Centre for their nceds or should they have
their. .own resources. e thought that the Provinces had no operational free-
dom.under the firsi situation. He drew the attention of the members to para-
graph; 5 .of the Working Paper showing summary position of the projected -
revenue . duiicits of the rrovinces for the year 19/75-76. He said that if the
Provinces were self-suliicient in financial matiers, they could ensure the viability
at the whole economy. ' '

Unifoim ‘Standard for Fuiure Projections .

15, Referring to the job to be assigned to the proposed Working Group,
the Federal Finance Secretary said that preparation of revenue and expenditure
estimates was a regular exercise carried out periodically in the Federal Ministry
of Finance in close association with the Flanning Division. He said that the
Planning"Commissiou had even laid down the growth rates at which increases
n expenditure were to be cstimated. He pointed out that, in spite of all s
known - assumptions adopted to work out the financial cstimates wide variations
were noted by him in Lhe estimates of the different Provinces submitted to the
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National Finance Commission. He was of the view that the Commission must -
give clear directive so that uniform standards were adopted to work out the
future projections. .

16. Mr. H. A. Majid observed that some of the long term policy decisions
of the present Government wete known. These included providing basic needs
like universal education and fcod for all at reasonable cost. In view of such
directives, he felt, the Provinces have of necessity to come up with increased
requirements. ~ He suggested that the Working Group could work out the period
and the cost that it would take to introduce universal education. Similarly,
it should be possible to estimate what volume of resources would be needed
to ensure food at reasonable prices for all over a given period of time. Mr.
Kazi thought that if some percentages were laid down to work out the rates
of increase of certain items these might not suit all the Provinces. Some
directives, he felt, could however be given to decide how tazation estimatcs
were to be prepared, what growth rates were to be assumed, and what price
struciure was to be taken into account.

Different standards for smaller Provinces )
- 17.. At this stage, Mr. Piracha again drew the attention of the members
t0 special needs of his Province in matters like General Administration, Police,
cducation, etc, and asked for a special treatment by the Commission. He
said that the overriding need in his part of the country was for stability which
could not be measured in terms of dollars and cents. Elaborating the point

further, the Baluchistan Finance Sccretary pointed out that no uniform stan-

dards for preparing estimates by different Provinces could be used because,

he felt, the taxable capacity differed in each Province. He thought that Punjab
. and Sind could raise more revenues through local taxation and that their defi-

cits should not be picked up by the Centre. He feit that all the Provinces. -
have: the temptation to enhance their non-development expenditure when they ..
know that their deficit would be met by the Federal Government. He sug- .
gested that instead of increasing the divisible pool the Federal Government

should themselves quantify what requirements of Baluchistan and NWEFP they -
could raeet, so that these two Provinces were more cautious in incurring their.
expenditure. :

18. ‘Mr. Shahani felt that the smaller Provinces should have no apprehen-
sion "about their needs as the Constitution itself bhad provided certain pre- -
emption in their favour ; for example, duties on natural gas have been guaran-
tced to Baluchistan and profits on electricity to NWFP. Mr. Piracha observed

that notwithstanding this arrangemecnt, these Provinces were not free to enhance -

prices and levies on the sources of the energy supplied by them to the rest

of the country,

19. Mr. G. M. Khan suggested that all the Governments in the country.
should be more realistic in relating expenditure to resources. He pointed out
that non-development” expenditure had gone up not only in all the Provinces
but also in the Centre. He believed that an ideal arrangement would be that
monecy was spent where it could create more money. But since there was im-
balance in the development levels of the different Provinces be thought that
it might take 10 to 15 years to bring all of them to a similar level of develop-
ment where similar criteria for taxation and public expenditure could be applied. -
He felt that Federal loans in the past somewhat indicated the level of infra-
structure in a Province. He said that if per capita bencfits of loans written off - -
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by the Federal Government were worked out his Province has the least in-
frastructure. He was thercfore of the view that investments in his Province

in the past had been on the low side.

20. The Punjab Chief Minister stated that an edge had always been given
at the national level to the special needs of Baluchistan and NWFP and that
there had been no rcluctance in the Puniab to makc the neceéssary sacrifice.
He however felt that instead of keeping aside a portion of the Federal revenues
earmarked for smaller Provinces, a criterion should be laid down to give an
edee to the requirements of these Provinces. Hec felt that if under-develop-
ment-of an area was the onlv consideration then there were less developed areas
in the Puniab alco which were given special treatment bv the Provincial
Government. Replvina to an obeervation of Mr. Piracha that the shares given
to Ralnchictan and NWFP were largelv haead on their nonnlation. dicrerard-
ino their hacrkwardness. the Puniah Chiaf Minister said that during the Tast
three vears Balichistan and NWFP had eot much more than their population
alone warranted. Mr. G. M. Khan nninted out that the money value of the
past investments had no relevance to the investments made in the present
inflationary situation and wished that this noint be kept in view by the members.

Data to be prepared by the Working Group

21. Mr. H. A. Maiid felt that the basis of allocation was to be discussed
in ereater detail in the future. At the moment he wished that decision was
made about the appointment of a Workine Group to firm up the proiected
revenues and expenditure of the five Governments which were parties before
the Commission, He suegested that the Group could possibly take the actuals
of the two years 1972-73 and 1973-74 as a bench-mark and calculate the
rates of increase of expenditure and revenue and apply these to the subsequent
years. The Commission could then use this data to decide the share of each
Government. The Federal Finance Secretary pointed out that certain develop-
ments like grant of special dearncss allowance to Government employees,
creation of new police agencies, etc. had taken place after those years which
were also required to be taken into consideration.

22. Mr. A. G. N. Kazi wanted the Commission to consider the practical
utility of the job to be assigned to the Working Group. He said that the
exercise in which the Commission was engaged was largely related to non-
development expenditure of the Federal and the Provincial Governments, there
being a separate arrangement for financing the development expenditure through
the ADP. He felt that as a basis for scientific decision. the Commission might
like to consider what should be the legitimate non-development expenditure
over the next five years and what resources could become available. To collect
complete information, he said, each head of account might have to be gone
into and the exercise could take a long time. For this purpose, he pointea
out, diticult economic judgments may have to be made and rates of growth
and behaviour of prices, export and excise duties may have to be assumed.
With all these assumptions, he felt, the task that was being given to the Group
would bocome ditficult. He informed the Commission that in actual fact all
the past \“ommissions, given similar assignment, had taken the ultimate decisio
not on a purely scientific basis but made a compromise based on population,
level of uevelopment, origin of resources, incidence of expenditure, special
needs and practical considerations. Mr. Shahani suggested that since the report
of the present Commission was required to be laid before the Provincial Assem-
blies and the Houses of the Parliament complete data might be helpful in
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understanding and discussion of the report. The other members also agreed
on the need.to. have the data-firmed up:

73. Mr. A. G. N. Kazi summed up the discussion -about- basic:: dataatar
be used by the Working Group in making the projection, and suggested that
the actuals, for the year 1973-74 could be taken as the base and the:estimates
for 1974-75 improvised on the basis of such increases in expenditure as special:
dearness allowance, expenditure authorisations - over and above the - budget .
estimates, etc., etc. With the revised estimates for 1974-75 ‘thus: determined
serving as bench-mark the projections could 'be. worked - out for- the. years-
1975-76 ‘to 1979-80 ‘working -on the following: further -assumptions:¢— -

(1) A* constant: price level- should be -assumed.- -
(2) Rates of dutics and_taxes be taken as at present..prevalent.

(3) ‘Nob-development revenue expenditure of ‘the-Federal--and.-Provin«
cial Governments should ‘be recast-on a uniform basis after apply
ing--15% annuval growth- in-the-case- of “beneficent departments -
(i.e.; departments -directly - incharge of-- development:. effort) - and. -
6% ' in the -case of the rest--of -expenditure. -

(4) Definite quantitative measures..should.,be-:applied . in_ working ,out
the future needs of certain departments. For example, th¢ number
of students to be imparted -education -at diffetent-devels :could be:
indicated, ' the number of new beds: to-be provided- in-the ~hospitals-
could form the basis: of estimating -establishmeat-for-new hospitais.
In-the case of ‘Agriculture, the new area to-be-brought-;under- culy -
tivation--or- the - area to which certain agricultural !facilities- were
proposed to be extended, could. bé. mentioned.. Similer - criteria .
could - be used by the Working -Grouprfor-other- welfare,- ecanemie.
and - edministrative -activities in the different provinces::

(5) Grants, and_subsidies by the Federal and Provincial Governments;-
at..1974-75 (revised) level, should. be listed out separately.

He also suggested that, instead- of - Finance- Sécretary; the - Additional
Finance Secretary (Budget), Finance Division, should be the convenor of the
Working :Group; and -the- Group should- complete ‘its assignment.withinra period.
of two weeks. Farther, that in making its recommendations,. the;: Working »
Group should indieate the methedology -and record-the Teasons -for any -unusual.
features -of the -projections.:

24.: TheCommission :unanimously-approved the suggestions ©of .- Mr..-A.G.N~ |
Kazi. It then. briefly-discussed :the - date:-of -the -next: meeting.. Tentatively.,
deciding to meet again -on-March:13,' 1975, at- Islamabad,.the-membess express.
sed their: thanks-to th¢ Chair and the meating came to.an -end..
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Appendix T

MINUTES OF THIRD. MEETING' OF .- THE ‘NATIONAL ' FINANCE COM-
MISSION HELD IN COMMITYTEE -ROOM. OF FINANCE DIVISION
AT ISLAMABAD ON MONDAY, 31lst MARCH, 1975, AT 10 AM.

The following were present :—

Members

1
2. *‘Mr. Molammad -Haneef -Ramay, Chief Minister, Ponjab.
3. - Mr.. Ghulam.Mustafa. .Jatoi, . Chief ‘Minister,. Sind.

4,
5
6

Rana Mohammad ‘Hanif Khan, Federal Finance Minister, Chairman.

-

. Sardar Ghaus Bakhsh Raisani,.Senior- Minister, Baluchistan.

. - Mr., G. M. Khan, Adviser to .the Governor, NWFP.

Mr. A. G. N. Kaz, Secretary General (Finance and™ Economic
Coordination), Government of Pakistan.

77, ' Mr. H. A’ Majid (Punjab).
. 8. Mr, P.-K. Shabani (Sind).
+9, wMr..Umar. Jan.Khan . (NWFP).
+Officials .
10. . Mr. Abdur ‘Raouf . Shaikh, Finance Secretary,
..Govermnent. of Pakistan.
=11, Mr.~M: A.G:- M. Akhtar, ' Additional - Finance Secretary,
--Government of ‘Pakistan.
:12. ~Mr.-Asif..Rahim, Finance Secretary, -
"Government of Punjab.
"13.  Mr. R. A. Akhund, Finance Secretary,
‘Government of Sind.
44, »>Mr.vArshad Harid,: Finance . Secretary,
. . sowernmrent ‘of NWFP,
15. Mr. S. R. Poonegar, Finance Secretary,
Government of Baluchistan. .
: ~16. “Mr. S.*A.*A. Shah,” Secretary ‘National Finance Commission and
Joint'‘Secretary; “Finance Division, Government ‘of*Pakistan.
' “17. <Mr.Inamu¥:Haq, Secretary, -Apportionment Committee
‘(Finance - ‘Division) ,--Government - of- Pakistan.
18. Mr. Q. M. Alimullah, Deputy -Secretary,
Finance Division, Government of Pakistan.
: 19, 1Mr, G:H. "Abbasi, DeputynSecretary Fmanceuf)epmmnt,

«Govermment: ‘'of Sind.
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20. Mr. Sikander Jamali, Deputy Secretary, Finance . Department,
Government of Baluchistan.

21. Mr. A. H. Qureshi, Assistant Secretary,
National Finance Commission.

" Confirmation of Minutes

2. The minutes of the second meeting of the National Finance Commission
were considered anJ confirmed by the members.

Amendment of Terms of Reference of the Commission

3. The Federal Finance Secretary informed the meeting that, in pursuance
of the suggestion made in the first and second meetings of the National Finance
Commission, Finance Division had submitted a summary for the orders of the
Prime Minister as to the amendment of the terms of reference of the Commission
to include within its purview all export duties, all Federal excise duties and
all state trading profits|losses rclated to exports. He said that the Prime Minpister
had been pleased to decide that no change in the terms of reference of the
Commission was to be made.

4. Mr. Shahani enquired if the swmmary would form part of the Com-
mission’s proceedings so that the provinces could know the basis of the
decision. Mr. H. A. Majid replied that the Commissipn did not come into
this matter which was primarily one between the Provincial and the Federal
Finance Ministers. As such there was no question of the summary forming
part of the proccedings. The Punjab Chiet Minister observed that his submission for
amendment of the Commuission’s terms was intended to bring the position in con-
formity with the provisions of the Constitution, as the Constitution provided that
other export and excise dutics could also be specified by the President for
inclusion in the terrs of refercnce. He said that the provinces must get some-
thing out of the cxpanding sources of rcvenue to achieve a greater degree of
self-reliance, because much of the provincial expenditure on development is
related to construction of roads, hospitals, education, etc. which do not bring
any additional revenue, whereas the Federal Government has expanding
sources in iudustriai and commercial sectors of the economy. He obscrved
that land revenue, abiana and other Provincial taxes had hardly any capacity for
expansion and conciuded by saying that he had absolutely no hesitation in
accepting the orders of the Prime Minisier but was bringing out what he thought
was a contradiction in ine appicach towards meeting the needs of the provinces.
He added that, while assistance was being given in other ways to meet the deficit
of the provinces, no buili-in arrangement was being made to make the provinces
self-sufficient. ‘

5. Mr. Shahani felt that since the Constitution had given separate functions
to the Centre and the Piovinces, division of taxes should follow these functions.
He observed that since the Faderal Government was charged with the respon-
sibility of protecting the fronmtiers of the country, the customs duties should
remain a Federal source ; but the excise duties impinged on the Provincial func-
tions and these should bc shared with the provinces. He was of the view that
the sources of ravenue covered by the preseat terms of reference of the Com-
mission would make allocations to provinces inclastic,

6. Mr. G. M. Khan thought that usless the Cén;ré had control over greater
resources it could not correct imbalance in the provinces that had a very low
level of Federal investment in the past. Mr. H. A. Majid observed that he had
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originally raised the question of enlargement of the terms of reference because
he bad noticed that some of the items included in the previous distribution of
resources, like excise duties on tobacco, had now been excluded. The Federal
Finance Secretary stated that, besides tobacco, tea and betelnut had also been
excluded in view of the changed circumstances of the country.

7. Winding up the discussion on the point, the Federal Finance Minister
observed that the entire position was fully brought out in the summary put up
to the Prime Minister who had been pieased to take the decision in the best
interests of the country. The Commission should better proceed with the
consideration of the next item on the agenda.

~ Report of the Working Greup on Budgetary Projections

8. The Chairman asked the Federa! Additional Finance Secretary (Budget),
who was convenor of the Werking Gioup, to inform the members about the
findings of the Group., The Additional Finance Sccretary stated that the sum
and substance of the Working Group’s findings had been summarized in para-
graph 2 of the Working Paper* for this meeting of the Commission. Their
calculation of the surplus of Fedcral revenues was based on certain assumptions
which might not hold good in actual life.

9. He said that, apart from administrative expenditure, there were three
major components of Fedcral Government’s revenue expenditure ; namely,
defence, interest payments and subsidies. The Working Group bad assumed
a growth rate of 6 per cent in defence expenditure which in fact was very low
considering the actval heavy increase in this expenditure over the years which
pace, he said, was likely to continue. The current subsidy bill of the Federal
Government, he said was calculated at a figqure of over Rs 348 crores, based
cn-revised estimates 1974-75.  That meant a total expenditure of Rs 1,741 crores
during the next fixe years. But as decided by the National Finance Commission,
the expenditure on subsidies had been listed separately and not included in the
projections. The projection cf debt services estimates had been prepared by
the Economic Affairs Division and adopted by the Working Group as it was.
It was likely that this might also undergo a change as it was difficult to forecast
accurately the liability on account of future borrowings. The projections of the
Federal Government further assumed a growth rate of 15 per cent for develop-
ment departments and of 6 per cent for revenue collecting and civil administra-
tion departments. These percentages wcre adopted on the basis of consensus
in the Commission and at best represented only normal growth. He thought that
with all these variables the position of the Federal revenues might greatly
deteriorate. : ‘

10. He went on to say that, in the Provincial sphere, the Provinces had
indicated that they have a deficit of more than Rs 200 crores under lrrigation
on account of increase in working expenses because of escalation of costs and
falling revenue. He cautioned that, with abnormal increases in non-develop-
ment expenditure, continuation of subsidies and meeting of consumption
expenditure through borrowing, there might well be all-round deficits instead
of any surplus to share. ‘

11. Mr. A. G. N. Kazi observed that the subsidies were a fact of Life. It
was difficult to predict if these could be climinated. He, therefore, agrecd that
with increasing subsidies and rising defence expenditure there might be no surplus
to share in the mext five years. Takirg up the argument, the Punjab Chief
Minister felt that the Federal Government had still more capacity for taxation
than the Provinces. He stated that by straining to the utmost the maximum

*See Appendix X, pages 111-112.




¢ that - his - Province could - additionally - raise: in''the ‘mext- five'years- dould be
~Rs  75.icrores, whereas - the Federal Government by -raising- ‘Rs * 100 crores a

year- could collect Rs 500 crores by the end of this period. ~Mr. G.-M.zKhan

-emphasised -that cutting down- of non-development - expenditure was - -another

alternative which should. be considered 'by-all the Governments. ‘The: Federal
Minister observed that at least further expansion should be stopped. The

“SeniorMinister of Batuchistan did not- agree ‘that' administrative expenses could

“be reduced or frozen in his 'Province as administrative' network “was -required to

" be ‘extended there from the ‘point of view of natiomal integration-and defence.

12. Referring to the report -of - the: ‘Working ' ‘Group, *Mr. H.-A. Majid
thought that the facts brought out thescin enabled the Commission to under-
stand the posiiion better than before. " He pointed out, however, that by com-
paring - the actuals for ' 1973-74 with -the revised -estimates for 1974-75 a
tremendous’ expansion in non-development expenditure “‘of *the “Provircial and

" Federal Governments was -noticeable - which 'made - the' future * projections at

- erowth rates of 6 per cent, 10 per cent or 15 per cent-appear rather-unrealistic.

' ‘He therefore' expressed the view that the recommendations of' National-Finance

Commission nzed not be closely bound by -the figures of projections-as- worked
out by the Working Group. Mr.'A. G. N.<Kazi observed that''a ‘jump had

-occurred . in the figures between 1973-74 and 1974-75 -firstly because figures of
-debt  servicing had been omitted. from the actuals of 1973-74 ..and ..secondly

- because of impact of -inflation in the latter year.
- Need to control expenditore

13.. The Federal Finance Secretary’ pointed out -’rihat-v-the'fmajor share of

- expenditure-was :claimed by. a few.items which the Federal Ministry - of -Finance

~dfinds . difficult to. control. ~‘Hz .illustrated - his point. by quoting -the following
-figures about.share of major. items in the estimates: for the year 1974-75.:—

Percentage Percentage
“in"original in revised
-estimates * estitnates

" Defence ., .e .o .. .. 50, 43
Debt Services v . " . 19% 19,49
“-Subsidies .. . . . .- 1% 209
Other Expenditure .. . .. .. 20% 17.51%

“He said ‘that it was becoming difficult ‘even to manage the. corsumption

expenditure and there were oaly three possible ways to come out of this pre~

+ dicament,. namely,—

. (a)- control over expenditure,
-i(b) mobilization of greater ‘resources, and
(c) resort to deficit financing.

'Hc;;'béiieved that even if a small amount could be saved "by controlling

expenditure, it - was-worthwhile :doing. 50 .as there was a.limit ‘beyond which

+additional . taxes .could nol be imposed. - Deficit financing; be said; was: the-least
~desirable alternative' which' had «disastrous effects on the entire economy. It was
* imperative . therefore : that all -concerned exercise ‘utmost: economy=and try to
contain: and: graduaily eliminate all subsidies, -because. use..of borrowed.:money
-+ for :consumption:expenditure- was really a very ;unhappy . situation.
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Size of Divisible: Pool

14, Finance: Sécretary - Punjab felt' that if the sharable-pool was not being - -
enlarged. then' the task -before the Commission was: relatively easy. He thought.-
that whenever ‘a tax relicf- was contemplated by the Federal Government it was
usually' given - out - of the sharable sales tax which ultimately weakend the
financial ‘position of the Provincial Governments. Federal' Finance Secretary
clarified that-while reducing the rate of -a certain tax it is never the intention to
dent the share of ‘the Provinces. 1If it involves any loss to the Provinces it is
always compensated:*

15.. The Chief Minister  Pupjab -was of the view that the share-of the,
divisible pool that.went (o the former East Pakistan province:should .now be
allocated  to ‘the provinces.. The Chief Minister Sind also supported this point:
of view.. Mr. A..G. N. Kazi stated that with the most favourable assumptions -
the amount available to.be divided between the Centre and the Provinces could.
be between Rs:200.to Rs 300 crores-during the next five years.” The-share:
of former East Pakistan would automatically go to the four Provinces when the-
Distribution of Revenues Order was modified in accordance with the recom-
mendations .of the .National . Finance .. Commission. He said that two sets of:
percentages had to be worked. out. by the Commissien to- determine, firstly,- how -
much of the divisible . revenue . should go to the Federal Government and,.
secondly, in.what.manner. should the remaianing. portion be divided-among. the..
Provinces. .

16. Finagce - Secretary Sind felt that the Federal projections were over«
stated by inclusion of certain non-recurring items in the Federal figures. He™
also felt"that there was no linkage between -the projections made by the Finance -
Division-and those worked out by the Planning Commission. He stated that
the Planning Division had projected a 9 per cent increase in Federal taxes. He
thought that even if a 6.5 per cent increase was assumed an-additional amount
of Rs 200 crores per annum could be collected by the Federal Government
througiyelasticity -of Federal taxes. Additional Finance Secretary (Budget)
clarified: that:: althongh " the - Planning Commission’s ' projections were - beingv
examined-afrestr by a separate working group, Finance' Division had “used:the
same figures as far as possible in their projections.:

17. Mr: H.: A:- Majid: doubted the correctness of working out the collection
charges of Federal taxes-at 5 per cent of the proceeds, as estimated by the
Federal Government. The Federal Finance Secretary clarified that, under the
Constitution, these are actually -required to be determined by -thé-Auditor-
General. Mr. H.'A. Majid wanted more information about the ‘extent and
nature of subsidiés. The Féderal Finauce Minister drew the atténtion 'of ‘the:
member to the contents of Annex VIII* to the Working Paper which gave: the
required information. By way of illustration, the Federal Finance Minister
. stated ~that while - the Federal:' Government paid a higher price for wheat
imported from abroad or procured at heme, it sold the same at lower prices-thus <
incurring »a: loss: whichconstirated subsidy.: Mr. H.: A; Majid- felt that better -
facilities: for education;: heatth:: housing and subsidized food-to the -people -under:
the policies-.of -Government imvolve additional burdens to the ‘provinces. - This::
consideration-should be piven:due: weight byithe «Commission -when it nrakes its'-
recommemdations. ;. '

Special case.of Baluchistan . v )
18.- The : Senior: Mipister.-of Baluchistan reiterated: the case of:Baluchistan-- -
for special- consideration.-. He said ‘that-backwardness. of --Baluchistan was:-well.:

*See pags 150.°
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known and whatever was being given to his Province now was largely eaten
away by inflation. To make up for the past neglect Baluchistan must get about
10 per cent of the divisible pool. He added that in case of his Province
population could not be a relevant criterion. People there lived scattered over
vast area and a bigger share was needed to bring their economy to the level of
that of the other Provinces. Clarifying the position further, the Finance Secretary
Baluchistan said that past neglect of Baluchistan could be established by working
out the per capita figures of loans writien-off and the actual development expendi-
ture made in his Province over the last many years. He said that whatever money
was being spent there now was mostly on the extension of administration. The
cost of building materials had soared very high and construction rate per square
foot was twice the rate that was prevailing in Karachi. He added that, on
account of vast area and sparse population, one primary school could only
cater to a small number of children and the roads could serve only a few
persons per mil:. He felt that, with the expenditure on law and order rising
and the impact of inflation on development projects, his Province needed special
treatment. - )

19. Mr. H. A. Majid wanted to know the amount of royaltylexcise. duty
on gas that was accruing to Baluchistan and whether it was expected to increase.
Mr. A. G. N. Kazi pointed out that while this figpure had amounted to Rs 19
crores during 1974-75, a saturation point in the use of gas was likely to reach
in the pear future. Mr. H. A. Majid also wanted to know the magnitude of
export duty on cotton and its future prospects. In reply, it was pointed out by
the Federal Finance, Secretary that whilz an amount of Rs 54 crores was
expected to be collected through this duty during 1974-75, a sum of Rs 27
crores was likely to be paid to the Cotton Export Corporation by way of sub-
sidy. He expressed the fear that prospects of receipts from exoort duty on
cotton were not too good in the near future.

20. Mr. A. G. N. Kazi then sugeested that the Provinces should be invited
to offer their views as to the percentage in which the divicible revenue should
be shared between the Centre and the Provinces. The Provincial representa-
tives suggested the following percentages :—

Federal Provincial

share share
Senfor Minister, Baluchistan .. .. e 20% 80°
Chief Minister, Punjab .. Cee o 0% S0
Chief Minister, Sind - e . e Iy 90%
Adviser NWFP . .. .. .o 20% 80%.

Before giving his viewpoint, Mr. H. A. Majid wanted to know how much
annual income was derived by the Federal Government from the excise duty on
tobacco. . Federal Finance Secretary caid that a collection of Rs 103 crores
was expected during 1974-75 from this source but this amount included duty
on cigarettes also, Mr. Maijid felt that since the Provincial responsibilities had
increased .under the Constitution they must get reasonable share of revenue to
discharge those responsibilities. He therefore felt that the duties and taxes
specified in the terms of reference of the Commission did not provide them an
adequate share. . He said that he would not object to 80 per cent of the divisible
revenue going to the Provinces but felt that it would not be sufficient to meet -
the requirements of the Provinces, He suggested that this point should be
considered while the question of grant-in-aid was discussed by the Commission.
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21. Federal Finance Secrctary stated that the question of division of Federal
fevenues between the. Centre and Provinces had been examined by some
eminent authorities in the past. He said that both SIR JEREMY RAISMAN
in case of Pakistan and 5IR OTTQO NIEMEYER in British-India days had
emphasised the stability of Central finances as an issue of fundamental signi-
ficance in making their recommendations. While considering the question of
expansion of the terms of reference of the Commission ‘the Prime Minister
bad also observed that this was a matter of paramount importance with him.
He hoped that the members will give duce consideration to this point.

22. Referring to the suggestions made by members as to the percentage
of aliocation of Federal revenues betwcen the Federal Government and the
Provinces, the Federal Finance Minister observed that only two proposals had
been made—one favourcd 10 : 90 ratio and the other was for 20 : 80 allocation.
He thought a via media could be a 15 : 85 ratio. He, however added that this
was only a suggestion and inviied the comments of Mr. A. G. N. Kazi on it.

23. Mr. A. G. N. Kazi observed that although 80 per cent of the divisible
revenue was assigned to thc Provinces in the past, the position had changed
after the scparation of East Pakistan so that only about 37 per cent was now
actuzlly going to the Provinces and the rest of the amount was being used by
the Fedcral Governiaent (o mect its additional respensibilities. He said that if
tore was now shifted to the Provinces the Federal Government would become
less viable. This could have an adversc effect not oniy internally but also on
the assessment of the Federation’s financial status by the aid-giving agencies.
He said that while about Rs 135 crores was being assigned to the Provinces
under the present zrrangement, this figurc would rise to Rs 221 crores if their
share of the divisible rcvenue was fixed at 85 per cent. He apprehended that
adgitional transfer of about ks 100 crores to the Provinces would seriously
affect the Federal finances. The Federal Finance Secretary stated that this would
also affect the ability of the Federal Government to make grants-in-aid to the Pro-
vinces. Mr. Kazi thought that 85 per cent was much too high and that he
wculd have preferred 70 per cent to 75 per cent.  Mr. H. A. Maijid stated that
not only the constitutional obligations of the Provinces had increased, they
were also expected to share their own taxes with the local bodies. He felt that
the share of former East Pakistan province which had been retained by the
Centre should ncw revert to the Provinces.

24. Mr. Shahani suggested that thc Federal Government must. guarantee
a minimum amount to the Provinces irrespective of what was collected by it.
Supporting the views of Mr. H. A. Majid, he felt that not less than 90 per cent
of the divisible revenue should go to the Provinces. :

25. Summing up the discussion on the size of the divisible pool, the
Chairman expressed the view that there secemed to be a common ground on a
ratio of 15 : 85. He said that effort should be to reach a general consensus in
this regard and no reservations be made and no conditions attached to the ratio
that may be agreed upon. The members -endorsed Chairman’s point of . view
and a consensus was reached that the allocation of divisible Federal revenues
between the Federal Government and the Provinces should be in the ratio of
15 : 85. o . . T

Percentage sharis of Provinces in tﬁe Divii.sil.)l_e‘l'bol

T . 26 On the question of ihi;ishatéiof, each Pr&ﬁnwlm'_iﬁq;m&ible_pbbl, the
‘Chief Minister Punjab observed that a definite criterion should be fixed for
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dllocating shares to Provinces. He sad that the Federal Government should
give due consideration to the needs of the under-developed areas through grant of
aid from resources availabie with it. If the needs of the under-developed areas had to
be met out of the Provincial pool then, he suggested, a certain amount should
be reserved for them and the rest distributed according to an agreed formula.
He said that the Provincial shares shouid be worked out either according to the
contribution made by a Province in generating Federal revenues or on the basis
of population or according to the capacity of a Province to use the mouey.

27, Chief Mimster Sind generally agreed with the Chief Minister Punjab
and said that the three broad principles of population, collection and needs were
the proper guidelines to be followed.” He also conceded that the under-developed
areas needed to be developed but felt that the Federal Government should find
some way of meeting their needs outside the 85 per cent pool. Mr. G. M. Khan
pointed out that the ability of a province to undertake devciopment efforts was
related to its infrastructme. Quoting figures, he said that NWEP got much less
of the Federal funds in the past than was warranted by its population. He
therefore felt that inter-Provincial distribution of the 85 per cent portion should
be so devised as to correct the past imbalance. The Senior Minister from
Baluchistan said that in view of the greater need of his Province for building up
infrastructure acd maintaining law and order, the share of his Province should
not be based on population alone. He felt that while his expectation of a
10 pzr cent portion of the 85 per cent pool was fair, he could modify his stand
if his Province was given at least 6 per cent of the Provincial portion of the

pool.

28. Mr. H. A. Majld expressed the view that taking population as the
criterion, the correct pércentages would work out as follows : — )

‘¢

Punjab .. . .. .. .. 60%
Sind .. .. .. .. .. 22.5%
NWFP .. .. .. .. .. 13.5%
Baluchistan .. .. .. .. .. 4%

He added that under the existing arrangement 30% of the sales tax was allo-
cable to former East Pakistan province on incidence basis and the remainder
was distributed on population basis.

29. Finance Secretary Punjab was of the view that, since the division of
revenues under consideration by the Commission was intended mainly for
financing non-development expenditure and the financing of development ex-
pendnure was . considered separately, the smaller Provinces could continue to

be given an edge in the allocation of development assistance.

Review of Federal respon_sibihty required

- 30. The Federal Finance Secretary informed the meeting that any new
sharing arrangements in respect of Federal revenues would also open uwp for
review the entire question of Federal responsibility for assistance to the Provinces.
He stated that with about 100% increase in the share of the Provinces con-
sequent upon the adoption of 15: 85 ratio, Federal capacity to assist the
Provinces would diminish and, therefore, the whole fabric of subventions, special
grants, etc. would need to be reconsidered.: He emphasised that ‘provincial
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autonomy must be considered to include financial autonomy also. He said
that all the four Provinces were in fact deficit provinces and have therefore to
make every effort to become financially independent and viable units. He
added that the Provinces whose deficits were traditionally picked up by the
Federal Government had shown a kind of financial indiscipline in managing
their affairs and this had put additiopal burdens on the Federal Governmeat
leading to deficit financing which can undermine the economic health of the
country. He therefore suggested that whatever bad 1o be given to smaller
provinces had to be found out of the 85% allocation agreed to for all the
Provinces.
Allocation criteria and special needs

31, Elaborating his viewpoint further, the Federal Finance Secretary stated
that whatever arrangement was finally agreed upon it should be such as would
give certain leeway to the Federal Government, so that it could come to the
aid of any Province in time of dire need and at the same time leave it suffi-
ciently viable as to qualify for foreign assistance. He referred to the different
criteria that were being advanced for determining the shares of the Provinces
and said that traditionally population had been given more weight in Pakistan
because of the peculiar circumstances of former East Pakistan province. Inci-
dence, need, backwardness, capacity of a unit to generate revenues, and similar
other arguments had been attached various degrees of importance by the diffe-
rent provinces. He said that whatever criterion was ultimately adopted it
should cnsure that the viability of a unit and financial discipline go together.
He pointed out that comparatively larger allocation for development to a par-
ticular unit creates correspondingly greater need for mon-development expendi-
ture. Referring to an earlier proposal** of the Chief Minister Punjab, the
Federal Finance Secretary suggested that the provincial pool could possibly be
divided into two parts—one portion for trapsfer of resources on certain agreed
formula and the other for meeting the special requirements of backward areas.
He said that the reserve for backward areas could be determined by keeping
in view what had been given to them in the past and what were their future
needs meriting special consideration. He added that, to qualify for special
consideration, a geographical unit should be considered as a whole and not a
particular Division or District in it.

, #32. Chief Minister Punjab observed that 5% of the amount out of 85%

portion assigned to Provinces could be reserved for giving an edge to certain smaller
provinces. He was, however, of the view that special needs of all the four Provinces
needed to be considered as there were under-developed areas in all of them, and that
the allocation should be based on rational, objective and ascertainable criteria.
The Senior Minister Baluchistan did not support this view and pleaded for
specia! consideration being given to Baluchistan. Mr. H. A. Majid felt that
this matter had better be decided after the question of grants-in-aid had been
discussed by the Commission. The members agreed with Mr. H. A. Majid
and it was unanimously decided that this issue would be further considered in
the next meeting of the Commission when members. should come up with
definite suggestions as to the ‘desirable criteria. o :

33. The Commission tentatively agreed to meet again at Islamabad on
11th spril, 1975 at 9.30 AM. and the meeting ended with a vote of thanks
1o the Chair. " :

o *As ‘afn‘ended,_;vide paragraph 3 of minutes of Fourth Meeting, page 37.
*¢See paragraph 26. . - ‘ ’ ‘
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. Appendix IV

" MINUTES OF FOURTH MEETING OF THE NATIONAL FINANCE COM-
. MISSION HELD IN COMMITTEE ROOM OF FINANCE DIVI-
*  SION AT ISLAMABAD ON THURSDAY, 17tH APRIL, 1975 AT 10 A M.

The following were present:—

Members and other Provincial Represin:at’ves

NN AW -

o e

10.
Officials

11.

12

13.
14.
15.
16.

17,

18.
19.
20.
21.

22,

Rara Mohammad Hanif Khan, Federal Finance Minister, Chairman.
Mr. Mohammad Haneef Ramay, Chief Minister, Punjab.

Sardar Ghauas Bakhsh Raisani, Seanior Minister, Baluchistan.

Mr. Pyarali Allana, Minisiar for Education, Government Jof Sind.
Mr. Saifallah Khaa Piracha.

‘Mr. G. M. Khan, Adviser to Governor, NWFP.

Mr. A. G. N. Kazi, Szcretary General (Finance and Economic Coordi-
nation), Government of Pakistan.

Mr. H. A. Majid" (Punjab).

" Mr. P. K. Shahani (Sind).

Mr. Umar Jan Khan (NFWP).

Mr. Abdur Raouf Shaikh, Finance Secretary, Government of Pakistan.,

Mr. M. A. G. M. Akatar, Additional Financz Szcretary, Government
of Pakistan. '

Mr. Asif Rahim, Finance Secretary, Government of Punjab,

Mr. R. A.Akhund,' Additional Chief Secreiary, Government of Sind.
Mr. S. R. Poonegar, Finance Secretary, Government of Baluchistan,
Mr. Nisar Ali Shah, Finance Secretary, Government of Sind.

Mr. Mohammad Amijad, Additional Finance Secretary, Government
of NWFP.

Mr. S. A. A. Shah, Secretary, National Finance Cor_nmission and Joint
Secretary, Finance Division, Government of Pakistan.

Mr. Inamul Haq, Secretary, Apportionment Committee (Finance
Diyision), .Government of_Pakistan. ‘

Mr. Q. M. Alimullah, Officer on Special Duty, Finance Division,
Government of Pakistan. -

Mr. G. H. Abbasi, Deputy Secretary, Finance Department, Government
of Sind. ‘ : .

Mr. A. H. Qureshi, Assistant Secretary, National Finance Commission.

-

Confirmation of Minutes of Third Meeting .- .

2. The minutes of the third meeting were first taken up for consideration.
Referring to contents of paragraph 32 of the minutes, the Senior Minister Balach-
istan pointed out that he had not agreed to the view of the Chief Minister Punjab
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and had pleaded for spzcial consideration being given to Baluchistan. The Chief
Minister Punjab stated that in pressing for consideration of special needs of all
the four Provinces he had particularly mentioned that there were underdeveloped
areas in all of them. Participating in the discussion, Federal Finance Secretary
pointed out that he too would like his view to be recorded that in defining a back-
ward area the whole geographical unit should be taken into consideration and not
just a Division or District of it.

Subject to the foregoing observations, the minutes were otherwise confirmed.

3. The minutes of third meeting of the National Finance Commission have
been amended as follows to take account of the aforementioned observations :—

Paragraph 31 of minutes.—The following has been added as the last sentence
of this paragraph :

“ He added that, to qualify for special consideration, a gsographical
unit should be-considered as a whole and not a particular Division
or District in it.”

Paragraph 32 of minutes.—The paragraph has been reconstructed as follows :—

%32, Chief Minister Punjab observed that 5%, of the amount out of
85% portion assigned to Provinces could be reserved for giving
an edge to certain smaller provinces. Hez was, however, of the
view that spacial needs of all the four provinces needed to be consi-
dered 2s there were under developed areas in all of them, and that
the allocation should be based on rational, objective, and ascartain-
able criteria. The Senior Minister Baluchistan did no! supoort
this view and pleaded for special consideration bzing given o Balu-
chistan. Mr. H.A_ Majid felt that this matter had better be decided
after the question of grants in-aid had bzen discussed by the Com-
mission. Thz members agread with Mr. H.A. Majid and it was
unanimously decided that this issue would be further considered
in the next meeting of the Commission when members should come
up with definite suggestions as to the desirable criteria. ”

Proviaclal shares in Divisible Pool

4. The Chairman invited the views of the membezrs as to the dssirable criter-
ion or criteria for determination of Provincial shares in the divisible pool. The
Senior Minister Baluchistan said that the pool should not be divided on the basis
of population alone as this arrangement would be unfair to the provincss which
had remained backward due to past neglect, He suggested that, besides popula-
tion, considerations such as under-development, past neglect, and area of a Pro-
vince should weigh largely in any decision. The area of his Province was of par-
ticular importance because any roads, schools, hospitals, etc. built rendered ser-
vice only to a few people on account of the vastness of area and sparse population.
He said that his Province had a vast potential to utilize mineral and ground-water
resources and considerable scope for development of the coast and fisheries and,
consequently, had greater needs by way of infrastructure ; therefore he would be
justified in asking for 10% of the divisible pool as against 4,59, at present being

-received by his Province.

5. As to the viewpolnt of the Punjab Province, the Chief Minister Punjab
asked his Finance Secretary to state it. Finance Secretary Punjab drew attention
‘of the members to discussions held in the third meeting of the Commission and
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stated that three relevant criteria had becn advocated in that meeting,
namely, incidence of sharable taxes, population and needs. The criteria of inci-
dence and needs, he said, posed problems. For instance. in th= case of sales tax,
although the tax was levied at source the actual inzidsnce fell on consumers which
may be in other geographical units than the one in which this tax was coliccted.
He said that similarly the needs would be difficult to quantify because of subjec-
tive considerations involved. According to him, both these criteria were eventually
linked to population as meeting the needs of the people was the final end. He,
therefore, suggested that population alone was the most workable and reasonable
basis for a just and equitable sharing of Federal revenue assignments.  He pointed
out that, undcr the current award, the Punjab had been receiving less than itz 2opn-
lation ratio ; that is to say, it had received 56.5%, of the divisible pool agninsi its
population ratio of 62.3%. He added that the Punjab now cxpects to r2ceive
revenue  assignments in proportion to its present population ratio of 02.25%.

6. Referring to Baluchistan’s point of view, the Finance Secretary  Puniab
conceded that areas which had received inadequate atiention in the past shouid be
given special atiention. He, however, felt that this aspect could mere properly-
be taken care of when funds for Provincial annual development programmss are
allocated, whereas the National Finance Commission was actualiy concerned with
making adequate provision for day to day revenue expenditare of the Provinces,
He stated that with increasing yields of royalty/excise duty on natural g=s, the
position of Baluchistan would continue to 1mprove whereas the position of his
Province was that with its vastly increasing population it was facing the bizgest
deficit in meeting its revenue expenditure. Supplementing the Finance Secretary’s
remarks, Chief Minister Punjab added that if his Province was not given iis due
share his Government would face political difficulties as an impression was preva-
lent among the people that the Punjab had been neglect :d.

7. Giving the viewpoint of Sind Government, Mr. Pyarali Allana said that
the basic consideration with bim was where the revenuss came from. He
felt that the first criterion should be the source of revenue, and population should
only be a secondary consideration. According to him, greater share shouvid be
given to the Province that generated the largest amount of Federal revenue.  Rafer-
ring to the argument of under-development of an area that was advanced cariier,
he said that Karachi did not represent the state of development of the rcst of Sind
and that paris of Sind were as under-developed as were paris of Punjab or cven
Baluchistan. He added tnat Baluchistan was already rich in natural gas and oil
might also be discovered there soon. These factors would greatly improve the
financial position of that Province. If any weightage was to be given to under-
developed arcas it should be in thz matter of development financing.

8. Additional Chief Secretary, Sind, taking part in the discussion wished to
dispe! the impression created in the report of the Working Group regarding the
size of deficit of his Province. He said that the Working Group had accepted the
basic figure of Rs 49 crores as the revenue of Sind and Rs 94 crores as its expendi-
ture met from revenue, whereas the revenue figure should be Rs 52 crores and the
expenditure estimate Rs 127 crores, He felt that higher provision for expenditure
was necessary as some of the facilities available to Government employees elsewhers
had still to be provided in Sind. More money was also required by his Province to
meet the rising needs of Medical Colleges and for grants to Universities. The
National Finance Commission, according to him, was concerned more with the
balancing of budgets of the Provinces, whereas the need for growth of areas like
Baluchistan should be met through the annual development programme. He
#aid that of all the three criteria of need, incidence and population, he supported
facidence as the main factor for consideration. He said that industrial centres
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and concentration of population in®urban areas had put irresistible claims for
social infrastructure on the resources of his Province. He felt that the incidence
as he understood it could be translated in terms of the Provincial contribution

to the gross revenues.

9. Mr. G.M. Khan stated on behaif of NWFP that, taking a Provincial entity
as a whole, Federal investments in a Province was an important factor in determi-
ning the level of development of a Province. Quoting from the preliminary and
rough data circulated in the third meeting of the National Finance Commission,
he said that the total Federal investment of about Rs 25 billion made during the
last 20 years was distributed among the different Provinces roughly in the following

ratio :—

Punjab .. es 39%  [Noteby NFC Secretariat.—The statement at Annex I*

Sind . . 53'2 shows the exact figures based on the aforesaid data,

NWFP .e .. 1% The percentages actually are ;: Common 18.18%,

Baluchistan . 2% Punjab 43.11%; Sind 32.82% ; NWFP 3.64%¢
Baluchistan 2.25%].

He empha;iscd the necessity of corrg:cting this position by relating the investments
to population and suggested that this measure should be termed as © Correction of
Economic Imbalance * and introduced as a new reform by Government.

10. Mr. H.A. Majid wanted to know if the figures of Provincial per capita
income were available. The Federal Finance Secretary informed him that although
the Statistics Division and th¢ Planning Division were requested by the Secretariat
for information on economic indicators spectfied by Goverinments of Sind and
Baluchistan, their reply was that per capita income figures were not available with

them.

Inter-Provincial Shares

11. Senior Minister Baluchistan stated that a great deal had to be donc in his
Province which involved heavy expenditure. He said that new areas had to be
opened up and services like police, civil administration, education and medical
facilities had to be extended to remote areas. He therefore suggested that his
Province should be allocated at least 1094 of the divisibic pool. On the question
of his opinion about a formula for distribution of Provincial shares of the divisible
pool, he suggested that 409 of the divisible pool should be divided on population
basis, 20% on the basis of areca, 20% to compensate for past neglect, andthe

remaining 20% according to incidence’of collection.

12. Asked for his views, Mr. H.A. Majid observad that if incidence was ac-
cepted as the criterion then a number of problems could arise. Hec pointed ont that
while the export duty on cotton was collected at Karachi, 60 % of it was produced
in Punjab and 40 % in Sind.  Similarly, sales tax was collected at source of produc-
tion or distribution but the goods on which it was levied could be sold elsewhere.
It was thus difficult to find its incidence. If need was regarded as the main criterion
then it will have first to be determined as to what the actual needs were. This might
involve a variety of considerations and different criteria. He felt that the
Commission couid not form a definite opinion about the incidence or the needs
and, therefore, he recommended that population ratio, or ratios as near the
population as possible, be adopted by the Commission as a basis for inter-
provincial apportionment.

13. Mr. Shahani in expressing his views recalled %that three parameters
namely, population, : incidence and need were identified for inter-Provincial
allozation. He felt that all the three should bz considered by finding out (1) the

*See page 4 S5
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bodics which collected the taxes, (ii) the level of Government at which and areas

fn which these collections were made, and (iii) how the proceeds were utilized. He

suggested that, based on these considerations, separate bases of allocation of the

groceec}(s from the divisible taxes falling within the purview of the Commission might
¢ worked out.

14. Mr. Shahani briefly stated the history of the previous awards and obser-
ved that, while SIR OTTO NIEMEYER was entrusted with this assignment under
the 1935 Act and SIR JEREMY RAISMAN was called after Independence, it
was only the Commission set up under the Constitution of 1962 that made a re-
port on the removal of disparity besides advising on the allocation of revenues.
No such assignment, he stated, had been given to the present National Finance
Commission and expressed the view that this was presumably because the 1973
Constitution itself guarantees certain revenues to the smailer Provinces. A basic
amount was thus assured to Baluchistan and NWFP, in addition to what they
would get under the recommendations of the National Finance Commission, and
this should allay the fears of the smaller Provinces. Clarifving the position with
regard to Mr. Shahani's. point about removal of disparity, Federal Finance Secre-
tary stated that under Article 156 (2) of the Constitution, the National Economic
Council had bsen made responsible for reviewing overail economic condition of
the country and formuiating plans in respect of financial, commercial, social and
economic policies.  In doing so the Council was to be guided by the principles
of policy set out in the Constitution. Thus therec was a built-in mechanism inter
alia for removal of economic disparity. : ’

15. Continuing, Mr. Shahani observed that tic Provincial deficits were
beyond the capacity of the Provincial Governments to meet. He said that urban
areas put great strain on the resources of the Provinces and the more urban areas
a Province had the higher unit costs it had to bear for providing essential services
to the urban population. He contended that a certain percentage of divisible
poo! should be allocated to the Provinces on the basis of unit cost of services and
the rest related to incidence and population.

16. The ability of a Province to contribute to mobilization of Federal re-
sources was another relevant factor according to Mr. Shahani. Comparing the
per capita Federal tax receipts with per capita Federal revenue assignments he
quoted the following Provincewise figures :—

Per capita  Per capita

tax revenuers

receipts assignment
Puajab ! i .. . . 15 17
Sind .. . Cee .. . 22 19
NWFP e .. . .. 6 13
Baluchistan: ,, . . .. 4 o2

Concluding his remarks, Mt. Shahani recommended that at least 60% of the divi-
sible pool should be assigned on population basis.

17. Mr. Umar Jan Khan was of the view that population should not be the
sole basis for allocation. He felt that the entire approach should be in a spirit to

——
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ensure national integration in a manner that it should be acceptable to the people
in all the Provinces. He thought that if the source of an item of revenue was the
sole consideration then his Province could claim that if the Fcderal excise duties
on sugar and tobacco were made over to the NWFP in their cntirety his Province
would not be in need of any of grant-in-aid. He, however, felt that, since the
whole country was one, a formula acceptable to all the Provinces be evolved. He
cautioned that if the past injustice was ignored then there might be bitterness in
some Provinces.

18. Mr. Saifullah Khan Piracha said that the past awards had all mentioned
population, incidence and need as the basis for apportionment but he felt that
temoval cf past injustice should come before need. He emphasised that as the
past investment and current revenues were related, Baluchistan should be developed.
to make up for the past neglect so that it can stand on its own legs. He stated that
although Sui Gas had been a great boon to his Province, its prices were still not
the same as on the international level and his Government would not like to put
any burden on the national economy by having them raised.  He, however,
mentioned that as politica] changes were taking place in his Province and Sardari
system was being replaced by regular administrative set up, his Province needed
special treatment, He, thercfore, reiterated his earlier demand that at least 6% of
the divisible pool should be allocated to Baluchistan.

Different formaulas for Provincial Shares

19. Mr. A.G.N. Kazi reviewed the criteria advanced by the other members
and said that of all the four bases, namely, population, incidence, relative back-
wardness, and need, population was an element on which there had been greater
agreement in the past and was even now accepted as basic element by most of the
members. Incidence, he felt, was always difficult to determine as collection is
not the same thing as incidence. He said that incidence of income tax could not be
correctly calculated in the past separately for East and West Pakistan even when
the two units were geographically separate. Similarly, sales tax was collected at
the stage of production or sale but it was not easy to determine whether its burden
fell on the consumers or the industrialists. At this stage Mr. Pyarali Allana
mentioned the following figures of collection of Federal excise duties, mcome
tax and wealth tax from different Provinces to illustrate that incidence.was
workable :—

Federal Income Wealth
tax

duties of tax

cxcise i
Pugiab .. .. .. .. 3.1%  298%  33.9%
Sind .. .. .. .. SBIY 65.6%  62.0%
NWEP .. . . . 19% 4.4%  4.0%
Baluchistan L 03y 0.2% 0.1%

Continuing his observations, Mr. Kazi pointed out that collection and incidence
were not the same thing as all the things were not always consumed in the same
Province in which they were produced. As regards the relative backwardness as
a criterion, he felt that it was also difficult to be quantified. Similarly, past invest-
ment and current revenues were not necessarily correlated. In his viaw, removal
of backwardness was to be considered in the context of the future when the ques-
tion of need would also come in. He szid that needs of development were met
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diftzrently tarough the AP and had nothing to do with the allocations to be
recommended by National Finance Commission. Concluding his- remarks,
Mr. Kazisuggested that, since the non-development gap could be met by keeping
the existing intsr-Provincial distribution, no change was necessary in the existing
percentagss. He added that wita incizasing incoms from natural gas, the existing
distribution would be fair to Saluchistan also.

20. Mr. Shahani disagreed wiih Mr. Kazi's suggestion that existing ratios
should continuz.  He said that, due to certain calculation mistakes in the previous
award, Sind got 1/2% less than what 1i should have rececived. He added that Pro-
vinces with larger urban arcas had greater articulatc population whose requirements
were to bz met and went on to suggest that the criteria recommended by him
being measurable shouid be adopied by the Commission. Mr. Allana felt that
population could not be a critericn and if it was made to then the framers of the
Constitution should have provided timat with every new census allocable shares of
the Provinces be reviscd according to tieir latest figures of population.

. 21. Federai Finapce Sccretary reviewed the discussion about the inter-Pro-
vincial ratios and stated tuiat ali the critcria mentioned by the members had been
suggest2d to the past Commissions also. Reducing all these to a definite meaning
had becn a problem wiiii all of them.  According to him, the object of sharing
was that allocatios of revcnues should follew the sharing of responsibilities.
This, he thought, was intendcd to mneet the requirements of those units which
could not meet ificic own adiniaisivative costs and to provide budgetary support
to Provinces having casual deficits.  Notwithstanding these considerations, the
Constitution provided that the units should be financially autonomous and should
be able to mect tacir own nezds.  He, therefore, suggssted that the following three
‘principles could be kept in view by the Commission : '

(1) Financial viability of Provinces should be assured.
(2) Easily workable and cxplainable formula should be adopted.

(3) Needs and standards of administration should be adequately catered for.

1

22. Federal Finance Secretary added that considering the prospects of royalty
duty on naturai gas 5iié net profits of bulk power generation for the Provinces of
Baluciristan and NP, tuere could be another method of distribution of the
divisibie pool. ri: said in accordance with the suggestion of the Punjab
Chief Minister ix tie last meaiing of the Coramission, 809 of the pool could be
divided in the cxisting ratios «s suggested by Mr. A.G.N. Kazi, and the remaining
5% could be aliocated whoiiy to INWIP.

23. Mr. Sichani wauted to know if tiic Federal Finance Secretary was ex-
pressing the views of thic Fedcia, Government or those of his own in advancing his
forinula. The Federat Pintnce Sccietary informed him that he was discharging
his duty as an expert caliea upon to assist the Commission.

24, Mi. H.A, LiGjid did not wgiec to any of the forinulas that had so far beep
advanced. He was of tie vicw that population figures were the .only reliable
criterion aad if this arraugciacat did not give sufficient revenues to a Province
then a subvention may have to be consigered by the Commission.

25. Some more-formulas were put for\_vard by the members. The Senior
Minister Baluchistan suggested taat if the Punjab could give 1-1/2% and Sind 1%
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out of their existing shares to NWFP and Daluchistan, the resaltant percentages
could be as follows :— :

Percentage shares  Formula proposed
under existing by Senior Minister

formula Baluchistan
Pupjab .. . .. e 56.5% 55.0%
Sind .. .. e .. e 23.5% 22.5%
NWFP .. . - . 15.5% 17.0%
Baluchistan .. .. .. . 4,5% 5.5%

Finance Secretary Punjab said that his Province could not accept this as, with
mounting deficits, they were zlready finding it ¢ifsult to maintain the eXisting
infrastructure with the current rates of allocation. The Punjab Chief Minister
observed that, with 629 of the populaticn of Takizizn, Punicb had been getting
56.5% and now with 60.25% of the popuiation it must gt vihatever is its dus ac-
cording to population level. :

26. Mr. G.M. Khanrecommended that two-thirds of the divisible pool

- should be divided on popalation basis and rercaining one-third on the basis of

underdevelopment of a Province with relevance to nast investments.

27. Federal Finance Minicter sugeected that, of the divisible poo! of 85%,
809 should be divided on population tasis and tue remaining $9% equally among
all'the four Provinces. Punjab Chief Minicter anc Mr. H. A, Mgjid agreed to this
suggestion subject to the understanding that cxisting actual population ratios were

used in apportioning 80%. Ba'uchistan also agrezd but Mr. Pyarali Allana and
Mr. P.K. Shahani did not accept it and alternative nroposals were made by them.
Mr. Allana suggested that 509 of Provincinl chre szould be divided on the
basis of population and 507, according to the souses of collection. Mr. Shahani
recommended that 60% should be on ponzlation basis, 209 according to source
of collection, and the remaining 109 on the bacis of needs a5 determined by
unit cost of services and visible deficits in the Provincial budgets,

28. Noting the difference in the vicwroints of the Provinces, the Federal
Finance Minister proposed another formula. His suggestion was that 80% be
divided in the ratio of population of different Provinces and the remaining 5%
be split between NWFP and Baiuchistan in the ratio of 3:2. The formulas sug-

gested by the Finance Minister compared with the cxisting arrangement as follows :—

Distribution per-  Percentage distribu-
_ centages if 80%; is tion of 809 on
Existing distribution  allecated on popu- population basis with

percentages lation basisand 5%  additional 3% to
. equally to all Pro- NWFP and 27 to
vinces Baluchistan

Puajab . .. 56.5% 58.17% 56.70%
$ind .o . 23.5% 22.65% 21.18%
NWFP e .. 15.5% 14,.08% 16.14%
Baluchistan ® . 4.5% . 5.10% 5.98%
Total .. 100% 100% 100%
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However, the suggested arrangement was not acceptable both to Punjab and
Sind. Mr, A.G.N. Kazi observed that if more had to go to Baluchistan and NWFP
then somzthing had to be given up by the other two Provinces. He felt, however,
that with assured royalty on natural gas to Baluchistan and likely future income
from Tarbela to NWFP these two Provinces would not need any special conces-
sions. He suggested that likely effect of Tarbela on NWFP should be worked
out. Federal Finance Secretary thought that conditional recommendation could
be made in respect of NWFP to the affect that after the income from Tarbela started
flowing no special treatment would be given to that Province.

Meeting between Chief Ministers and Federal Firance Minister

29. Mr. Pyarali Allana observed that as no one formula had been agreed
upon in the meeting, the Federal Finance Minister might call a meeting of the Chief
Ministers to discuss the matter further and to reach agreement. Punjab Chicf
Minister supported this suggestion and expressed the view that the proposed meet-
ing could facilitate the task of the Commission in arriving} at a solution that
should be just and correct both economically and politically. Accordingly, it
was unapimously decided that the Chief Ministers would meet the Finance
Minister on a datc convenient to them and that the next meeting of National
Finance Commission would be conveped after they had met. Thereafter the
fourth meeting of the Commission came to an end,

Note.— The [different formulas suggesied by participants of the Fourth Meeting of
Natlonal Pinance Coromission are give® jo Annex IT at pago 46.
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Annex 1

LOCATIONAL INVESTMENT OF FEDERAL GOVERNMENT DURING
| PLAN PERIODS

(Rs in lakhs)

Upto 1955 195560 1960—65 1965—70 1970—75 Total Investment

Percentage

Common . 1.85 1347.86 ! 5147.60 10462.36 28367.04 45326.71 18.18%
Punjab .. T75.09 3182.40 15908.13 21473.71 66874.18 107513.51 43.11%
Sind .. 219.40 449.98 3524.67 8444.73 69226.26 81865.04 32.82%
NWFP .. 17.89 35.96] 928.70 1271.26 6827.80 9081.61 3.64%

] Baluchistan .. 6.11 44.95 1082.75 1662.64 2823.07 5619.52 2.25%
Total .. 320.34. 5061.15 26591.85 43314.70 174118.35 249406.39 100%,

Note.—For detailed statements, See Annexés X—XIV to Appendix X, Pages 153—157,
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FORMULAS FOR PROVINCIAL SHARES PROPCSED IN FOURTH
MEETING OF NATIONAL FINANCE COMMISSION HELD ON  °
- 17-4-1975

" 1. Federal Finance Minister
1. 80% on population basis and 5% on equal basis

2. 80% on population basis and 59 at 3% to NWFP and 2% to
Baluchistan .

II. Secretary General (Finance and Economic Coordination) Mr. A.G.N. Kazi
- '85% on existing basis
III. Federz;i Finance: . Secretary .
v 80% on existing 'basis and 5% to NWFP additionally
IV. Punjab | |
85% on population basis
V. Sind

(a) Mr. Pyarali Allana :

50% on population basis
509, on source of collection

(b) Mr. P. K. Shahanj :

60% on population basis
309, on source of collection
109, on need basis

VL. NWFP (Mr. G, M. Khan)

66-2/3% on population basis
33-1/3% on need basis

VII. Balachistan
(a) Sardar Ghaus Bakhsh Raisani

1. 409 on population basis
209, on area basis
209, to compensate for past neglect
20% on source of collection

2. Punjab .. . . 55.0%
Sind .. . . 22.5%
NWFP] .. . . 17.0%
Baluchistan .. . . 5.5%

(b) Mian Saifuliah Xhan Pirachs :
Out of divisible pool of 85% Baluchistan sh0uld get at 1east 6 ,{



MINUTES OF FIFTH MEETING OF THE NATIONAL FINANCE COM-
MISSION HELD AT PESHAWAR ON SATURDAY, 10TH MAY, 1975,
AT 10 A M.

The following were present :—

Members and other Provincial Representatives
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Rana Mohammad Hanif Khan, Federal Finance Minister, Chairman.
Mr. Mohammad Haneef Ramay, Chief Minister, Punjab.

Mr. Ghulam Mustafa Jatoi, Chief Minister, Sind.

Mr. Nasrullah Khan Khattak, Chief Minister, N.W.F.P,

Mir Ghulam Qadir Khan, Chief Minister, Baluchistan.

Sardar Ghais Bakhsh Raisani, Senior Minister, Baluchistan.

Mr. H. A. Majid (Punjab).

Mr. P. K. Shahani (Sind).

Mr. Umar Jan Khan (N.W.F.P.).

Mr. G. M. Khan (N.W.F.P.).

Officlals’

1.
12.
13,
14,
15.

16.
17,

18.

Mr. ‘Abdur Raouf Shaikh, Finance Secretary, Government of Pakistan.
Mr. F. K. Bundial, Chief Secretary, N.W.F.P.
Mr. M. A. G. M. Akhtar, Additional Finance Secretary, Government of

. Pakistan.

Mr. Aslf Rahim, Finance Sccreta.ry, Government of Punjab.
Mr. 8. Nisar Ali Shah, Finance Secretary, Government of Sind.
Mr. Masocd-ur-Rauf, Development Commissioner, N.W.F.P.

Mr. Mohammad Amjad, Acting Finance Secretary, Govcrnmcnt cf
N.W.F.P.

Mr.-S. R. Poonegar, Finance Secretary, Govcrnment of Baluchistan.
.. Mr.-S. A. A. Shah; Secretary, National Finance Commlssxon and Jomt

Secretary, Finance Dmsnon, Government of Pakistan.

Mr. M. M. Abdullah, Officer on Spectal Duty, Fmance Dms:on, Govcm—
ment of Pakistan.

Mr. Inamul Hagq, Secretary, Appomonment Committee, Finance Dmsxon
Government of Pakistan.

Mr. Q. M. Alimutlah, Ofﬁoer on Spcc1al Duty, Fmance Division, Govem-
ment of Pakistan.

_Mr. G. H, Abbasi, Additional Finance Secretary, Goverhuient_of Sind.

Mr. A. H. Qureshi, Assistant Secretary, National Finance Commission.
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P;orincinl shares in the Divisible Pool 5

2. The Chairman, after holding separate discussions with the Provincial
Chief Ministers, informed the meeting that a decision on the question of allocation
of Provincial shares in the divisible pool will be postponed till the next meeting
of the National Finance Commission to be held on 17th May, 1975, at Islamabad.
The meeting thereafter proceeded to discuss the other two items on the agenda,
pamely ,— .

(a) the making of grants-in-aid by the Federal Government to the Pro-
vincial Governments ; and t

(®) the exercise by the Federal Government and the Provincial Govern-
ments of the borrowing powers conferred by the Constitution.

Inclusion of Wealth Tax and Estate Duty in Divisible Pool

3. At the outset, Mr. H, A. Majid sought the permission of the Chairman
to point out that the Commission had not noted the non-inclusion of estate duty
on agricultural property and wealth tax on immovable property in the shareable
taxes. He elaborated that, while it has already been pointed out in the very first
meeting that excise duty on tea and tabacco had been left out of the shareable
taxes specified in the terms of reference of the Commission, he had now discovered
that two more taxes, namely Wealth Tax and Estate Duty, had also not been
included although these were being shared under the existing arrangement, He
felt that since the Commission had overlooked this fact while recommending Pro-
vincial allocation of 85%; of the net proceeds of divisible Federal taxes, the alloca-
tion should be increased by 2% or so to make up for the left out taxes.

4. Dealing with the point raised by Mr. H. A. Majid, the Federal Finance
Secretary stated that the fact of the non-inclusion of excise duty on tea and tobacco,
estate duty on agricultural land and wealth tax on immovable property in the terms
of reference of the National Finance Commission had been fully brought out in
the summary that was submitted to the Prime Minister on the question of amend-
ment of the terms of reference of the Commission. Complete information had
thus been presented to the Prime Mirister before he was pleased to decide that
the terms of reference of the National Finance Commission should remain as
originally specified. He added that the precise position, as it has emerged, is
that export duty on cotton, taxes on income (including corporation tax, but not
including taxes on income consisting of remuneration paid out of the Federal
Consolidated Fund), and taxes on sales and purchases are the taxes which fall
within the purview of the Commission. He further stated that the total amount
that may accrue to the Federal Government on account of the non-inclusion of
wealth tax and the estate duty in the list of shareable taxes was about Rs. 2 crores
annually. Against this, the additional amount that will be received by the Pro-
vincial Governments under the arrangement proposed by the National Finance,
Commission will amount to about Rs 100 crores in the next year,

5. The Chairman observed that since the Prime Minister had already taken
a decision on the summary which covered the point raised by the member and since
a higher Provincial allocation of 90% demanded by the Punjab and Sind had been
reduced to 859 asa compromise, it would not be proper to reopen the
matter. The Chief Minister Punjab observed that, although he would have liked
the excise duty on tea and tobacco and the two taxes under reference to be included
in the pool of shareable taxes, it was not desirable to reopen the matter at this stage
of Commission’s deliberations, especially when the time left {or the presentation
of the budgets was so short. Chief Ministers of Sind, N.W.F.P. and Baluchistan
agreed with him. Mr. H. A. Majid agreed not to press the point further.
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Grants-in-aid to Provinces , .
6. The Federal Finance Secretary invited attention to Federal Finanéé Qii_is-
ion’s paper on the question of Federal grants-in-aid to the Provincial Governments
that had been previously circulated to the members. He pointed out that ‘the

‘grants-in-aid which were at present being paid to the Provinces of N.W.F:P. 4nd
Baluchistan included the following :—

(Rs in lakhs) -

N.WEFP3
(a) Statutory subvention™ .. .. . . .. 125
(b) Grant for FATA expenditure .. .. . ve 19
. {¢) Grant for strategic roads .- .- e 1
' Total . 155 S
B;zlﬁchf:!an 4 .
(@) Payment for administration of tribal areas on behalf of Federal ,
Government’ . .. . e .. 61
() Grantforroads .. .. .. S U R
- o Total .. 92

Thé Federal Finance Secretary explained the philosophy of the subveation. ""He
said’that historically subvention was paid to a Province whea it was found to be
deficient in resource mobilization capacity. Broadly, the followiag two criteria
were used in this connection (—

(1) When the resources of a& Province are inadequate to
discharge the responsibilities assigned to it.

(2) When the resources of a Federating unit are inelastic and o
there is no immediate scope for increasing resource .
_mobilization..

* [

7. He'said that SIR JEREMY RAISMAN had mentioned both thé criteria
~of inelasticity and inadequacy in his report. He pointed out that even in the
developed countries there is followed the practice of giving grants-in-aid to the
Fedetating units for specific purposes. The Federal Government in, Pakistan
“has béen giving grants-in-aid even for functions falling within the Provincial sphcre,
like’the subsidy on wheat, He pointed out that when Baluchistan wa$ not a
foll-Aedged Province, it was given Federal funds through the Agent to the Governor-
‘Géneral who administered it on behalf of the Federal Govérnment.  He'said
“thaf, now that Baluchistan has been made a Province, it should be treatéd ]lke.;qﬂlér
Provinces and if its resources are growing this fact should be taken into account.

8. Senior Minister Baluchistan observed that subvention was given to the
Provinces for performing those duties which the Federal Government ‘asked
them to take up. He said that his Province had been receiving Rs. 31 lakhs'for
maintaining roads of national importance. Now that the total miléage of such
roads had increased the Province should be given at least Rs.80 lakhs for this
purpose.  Finance Secretary Baluchistan said that since the Federal road§ wefs
not of much special use to his Province and since their cost of maintenance had
gone up the amouint now démanded by his Province should be paid to them.-
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9, The Chicf Secretary, N.W.F.P. stated that the Malakand Division also
had roads of same descripuvn and that the Provincial Government was spending
Rs. 28 lakhs on them against Ks. 11 lakns received as Federal assistance. Similarly,
" cost of agency funcuous 1 FA 1A area had shot up but the Federal Government
still conunued to pay at a lower level. He stated that whatever was actually
spent by the Province on benalt of the bederal Government should be re-imbursed,

10, The Federal Finance Sccretary pointed out that, instead_of asking_for
fixed amounts, the Provinces wnere such roads were situated should ask the Federal
Government to foot the actual viil on account of the maintenance of these roads
80 that the changes 1n mawicnance cost were taken care of. He pointed out that
in case of roads of nauional 1mporiznce and strategic roads of Punjab and Sind
this procedure was already being followed. The Frontier Chief Secretary agreed

with this approach,

11, Mr. H. A, Majid felt that grants-in-aid were paid by the Federal Govern-
ment to support particular projects whereas subvention_was_meant_for general
purposes as it met the overail ueiicit of a certain_Province. He  felt that actual
subvention could be decided py the Commission after_shares of the Provinces in
the divisible poo! were tirst kuown. His tentauve feeling was that N.W.F.P. seemed
to be entitled to some subvenuon whereas Baluchistan was not, because of im-
provement in its position resulung from higher receipts of Federal excise duty and
royalty on natural gas. Mr. G. M. Khan thought that_because of inflation the
fixed hgure of Rs, 125 fakhs in respect of his Province had become unrealistic. The
Federal Finance Secretary suggesied that this figure be kept at this level for the
present but made subject 10 agjustment consequent upon the flow of net profits
from power generation to the Frovince. As regards the payments of Rs, 19 lakhs
and Rs. 11 lakbs, these he said should be revised aiter discussion between the Federal
and the Provincial Governments in the maaner that had earlier been indicated by

him.

12, Mr. P. K. Shahani suggested that the Provinces should be reimbursed for
all the expenditure incurred on 1mplementation of measures emanating out of the
national policy. The Federal Finance Secretary stated that if the suggestion of
- Mr. Shahani was accepted then the Federal jliabilities would become unlimited
although in the formulation of national policies, which cast some financial burden
on the Provinces and relate to their respective responsibilities, the Provinces duly
participate. He added that it was a matter of record that the Provinces are always
consulted when any decision on subjects of national importance is taken,

113. The Punjab,Chief Minister recommended that the cost of any special
tasks assigned to_the Provinces on behalf of the Federal Government shouid be
borne by the Federal Government and_that reimbursement should be realistic
bearing a felationship to the actual cost. 1t was unammously agreed that in future
when any service was assigned to the Provincial Governments on behalf of the
.Federal Government the cost thereof should be borne by the Federal Government
_on'the basis of actual expenditure the scale of which should be mutually agreed

‘upon.’ ;
Exercise of borrowing powers

14, The Federal Finance Secretary stated that the existing arrangement, under
which borrowing was not governed by any Act, has worked satisfactorily and the
Commission may consider 1ts continuance without any change. This suggestion
‘was supported by Mr. H. A. Majd and was unanimously accepted by the Com-
mission. :

& 15 . The meeting concluded with a vote of thanks to the Chair.
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Azpéndlx Vi
MINUTES OF SIXTH MEETING OF THE NATIONAL FINANCE

COMMISSION HELD AT ISLAMABAD ON SATURDAY, 17H
MAY, 1975, AT 10 A M.

The following were present :—

Members and otker Provincial Representatives
1. Rana Mohammad Hanif Khan, Federal Finance Minister, Chairman a
2. Mr. Mohammad Haneef Ramay, Chief Minister, Punjab.
3. Mr. Ghulam Mustafa Jatoi, Chief Minister, Sind,

4. Mr. Nasrullah Khan Khattak, Chief Minizter, NJW.F.P.

5. Mir Ghulam Qadir Khan, Chicf Minister, Baluchistan.

6. Sardar Ghaus Bakhsh Raisani, Senior Minister, Baluchistan.

7. Mr.A. G.N. Kazi, Secretary General (Finance & Economiél,-;:
Coordination), Government of Paklstan. ‘ .

8. Mr. P. K, Shahani (Sind).

9. Mr. Abdur Raouf Shaikh, Finance Secretary,
Government of Pakistan.

10, Mr. M. A. G. M. Akhtar, Additiona! Finance Secrctary,
Government of Pakistan. . )

11. Mr. Asif Rahim, Finance Secretary, Government of Punjab.
12. Mr. S. Nisar Ali Shah, Finance Secretary, Government of Sind.

13. Mtr. Masood-ur-Rauf, Development _Commissioncr, NWFP.!

" 14. Mr. Mohammad Amjad, Acting Finance Secretary,
Government of NWFP.

15, Mr. S. AL A Shah, Secretary National Flnam:e Commisslon and Jonnt
Secretary, Finance Division, Government of Pakistan.

16. Mr. Inamul Haq, Secretary, Apportionment Committee, Finance -
Dmsmn, Government of Pakistan.

7. Mr. Q. M. Atimyllah, Officer on Special Duty, Finance Dmslon,
Goverpment of Pakistan.
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1§I.: Mr. G. H. Abbasi, Additional Finance Secretary, Government of Sind.

19." Mi” Tasneem Noorani, Deputy Secretary, Finance Department, Govern-
ment of Punjab.

" 20. Mr. A. H. Qureshi, Assistant Secretary, Nationa! Finance Commission.
Confirmation of Minutes of Fifth Meeting

2. The Senior Minister Baluchistan raised the point whether the minutes
included the Baluchistan viewpoint as expressed by him at the last meeting of
the National Finance Commission, asking for enhanced Federal assistance for
roads of national importance in his Province. He also wanted to know the de-
cision in this respect. The Federal Finance Secretary invited his attention to
paragraphs 8, 10 and 13 of the minutes which covered both these points.

3.  The Punjab Chiefl Minister pointed out that while offering his suggestions
he had specifically mentioned that the Federal Government should also reimburse -
the maintenance cost of works carried out on behalf of the Federal Government
and that this had not been recorded. He stated that if any Federal works were
handed over to a Province the Province would bear the maintenance cost only
if it agreed to such a takeover. Clarifying the position, the Secretary General
observed that if a particular subject was the constitutional responsibility of the
Federal Government then both the original and maintendance costs were Federal
liability. He said that if any road was declared a national highway it would fall
in that category..; whereas in other matters, like that of the strategic roads which
generally also bestowed economic benefits on the area, the sharing of cost of
construction and maintenance can be decided by mutual agreement between
the concerned Provincial Government and the Federal Government.

4. Mr. P. K. Shahani requested that his viewpoint as recorded in paragraph.

12 of the minutes should be amplified so that the first sentence of this paragiiph' -
reads as follows :—

“ Mr. P. K. Shahani suggested that the P}'d\ﬁnces should be reim-
bursed for all the expenditure incurred on the implementation of
measures adopted at the instance of the Federal Government ”.

5. Subject to the foregoing observations, the minutes of the fifth meeting
were confirmed. o . T

Confirmation of Minutes of Fourth Meeting

6. Mr. P. K. Shahani also pointed out that minutes of.the fourth meeting
which could not be confirmed in the last meeting may also be taken up for con-
firmation. He said that he had only one observation to make, the minutes were
otherwise all right. He wanted his viewpoint to be recorded that the Federal
Government should guarantce a minimum amount to the Provinces which should
not be less than what was given to them during the current year. Subject to the
clarification:made by Mr. Shahani, the minutes of the fourth: meeting were con-

Provincial; shares,.in  the Divisible Pool

7. The Chairman recalled the discussions that he had with the Chief Ministers
on the occasion of the last meeting of the Commission held at Peshawar on 10th
May, 1975 When it was gencrally agreed between them that, of the 859 divisible
pool provisionally proposed as being the Provincial share, 809, be dividéd among
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the Provinces in the ratio of their Eopulation and the remaining 5% allocated
exclusively to Baluchistan and NWFP in the ratio of 1 :2. He stated that the
most -appropriate manner of giving expression to this arrangement would be
to fix the size of the divisible pool allocable among the Provinces at 809% of the
pet shareable tax proceeds, and to require thc Federal Government to give fixed
subvention to NWFP and Baluchistan equivalent in amount roughly to 5% that
was proposed int the last meeting to be reserved for these two Provinces.

8. The Chief Minister Punjab observed that the form proposed by the Chair-
man would mear that what was originally intended to be presented as a sacrifice
on the part of the two major Provinces for the sake of the other two Provinces
would now constitute direct aid by the Federal Government.

9. Explaining the merits of the Chairman’s proposal, Mr. A.G.N. Kazi
stated that population basis of allocation as between the Provinces would be in
line with the approach already adopted for representation in democratic institu-
tions: Any other formula would tend to distort the percentage share of the Pro-
vinces and might lead to unnecessary controversy. The proposed approach
would be easily defendable because of having becn based on a well-recognized
“principle. He suggested that the quantum of subvention should be fixed at Rs. 10
crores for NWFP and Rs, 5 crores for Baluchistan. :

10. Mr. A. G.N. Kazi concluded that the proposal has the added merit
of putting all the Provinces on equal footing in so far as revenue assignments
were concerned. The subvention to be given to the two less developed Provinces
would come from the Federal Government without effect on the share of the
other Provinces. Mr Kazi added that it would be for the first time in the history
of the Indo-Pakistan sub-continent that population would be made the sole basis
for the division of Federal revenues between the Centre and the Provinces and
this arrangement would be most democratic, equitable and least controversial.

11. The Development Commissioner NWFP desired that the subvention
should not be a fixed amount as the needs of bis Province were growing. - The
Federal Finante Secretary pointed out that the fixed subvention had built-in -
advantage for the two smaller provinces as it would insulate them dgdinst un- -
favourable fluctuations in the Federa! revenues if the subvention was linked with
the proceeds thereof. He further observed that the grant of fixed subvention
did not rule out altogether the giving of grant-in-aid by the Federal Government
if genuine deficit developed in a certain year.

12. The Chief Minister Sind said that though he agreed to the proposed
. basis of allocation it should be stipulated by the Commission that this arrange-
ment will hold good only for five years and that thereafter the size of the divisible
pool would be 85%. The Chairman observed that the matter had to be left
for consideration Dy the next Finance Commission which would be appointed
by the President in pursuance of the constitutional provision before the expiry
of the period of five years.

Decision

13. The Commission unanimously decided to accept the proposal of th
Chairman and to make the following recommendations in this behalf :— E

(@) The size of the divisible pool to be allocated to the Provinces should be
fixed at 80% of the net proceeds of shareable Federal taxes, namely,—

(f) export duties on cotton ;
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(ii) taxes on sales and purchases ; and

(ifi) taxes on income, including corporation tax, but not including
taxes on remuneration paid out of the Federal Consolidated
Fund. .

(b) The allocation of the divisible pool between the Provinces should be .
in the ratio of their respective population, namely ,—

Punjab .. . .. .. .. 60.25%
‘ Sind .. .. . .. 22.50%
NWFP .. .. .. .. 13.39%
Baluchistan .. . . 3.86%

Total . 1609

(c) In addition to their share as determined on the basis aforesaid,_thc
Provinces of North-West Frontier and Baluchistan should be given
fixed annual subvention as follows :—

" North-West Frontier Province .. .. Rs, ten crores
Baluchistan .. .. .. .. Rs. fivecrores

14. The Punjab Chief Minister congratulated the Chairman on resolving .
a difficult issue which he said has far reaching implications for national cohesion
and integration.

15. The Chairman profoundly thanked the members for their cooperation
throughout the deliberations of the National Finance Commission and for their'?
unapimous decision on Federal revenue assignments to the Provinces. They -
meeting concluded with a vote of thapks to the Chair. L
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ﬂﬁndix Yl

WORKING PAPER FOR THE FIRST MEETING OF THE NATIONAL
FINANCE COMMISSION

The National Finance Commission (NFC) has been constituted in pursuance
of the provision in clause (1) of Article 160 (excerpt at Annex I)* of the Constitu-
tion and, according to Finance Division Notification No. SRO 158(D)/ 74, dated
9-2-1974 (Annex I}, it came into being with effect from 9th February, 1974.

2. The terms of reference of the National Finance Commission are laid
down in clause (2) of Article 160 (Annex I)* of the Constitution, which says that

it shall be duty of the National Finance Commission to make recommendations

to the President as to—

(@) the distribution between the Federation and the Provinces of the
net proceeds of :

- (i) taxes on income, including corporation tax, but not including
taxes on income consisting of remuneration paid out of the Federal
Consolidated Fund ; -

(i) taxes on sales and purchases ; : o
(¢if) export duties on cotton, and such other export duties as may be
specified by the President ; :

_@#v) such duties of excise as may be specified by the President ;

(v) such other taxes as may be specified by the President ;

(b) the making of grants-in-aid by the Federal Government to the Pro-
vincial Governments ; . : . o

(¢) the exercise by the Federal Government and the Provincial Govern-
ments of the borrowing powers conferred by the Constitution ; and

(d)'any other matter relating to finance referred to the Commission by
the President. : R

3, In oon§tituti_ng the National Finance Commission, the President has not
exercised the discretion vested in him as at (d) above nor has he specified any

- other excise duties or taxes, under items (a) (iii), (a) (iv) and (a) (v) of the preceding
- paragraph, for consideration by the National Finance Commission. This, in

effect, means that the National Finance Commission is required to make re-

‘commendations on the following questions :—

1. The distribution between the Federation and the Provinces of the net
- proceeds of —

(a) taxes on income, including corporation tax, but not including
taxes on income consisting of remuneration paid out of the Federal
. .. Consolidated Fund ; :

(b) taxes on sales and purchases ; and
(¢) export duties on cotton.

2. The making of grants-in-aid by the Federal Government to the Pro-
" vincial Governments.

3, The exercise by the Federal Government and the Provincial Govern-
ments of the borrowing powers conferred by the Constitution.

*See pages 57—58.
tSee page 59.
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4, National Finance Commission Secretariat has already circulated, under
its letter No. F. 2(3)-NFC/74 dated 26-2-1974 (Annex IH)*, to members of NFC
copies ‘of the following documents as background material :— B

1. Indian Financial Enquiry Report by Sir Otto Niemeyer (April, 1936).

2. Allocation of Revenues between the Central and Provincial Govern-
ments in Pakistan, including report of Sir Jeremy Raisman (December,
1951). - ‘

3. Report of the Pakistan .National Finance Commission, 1964, under
Article 144 (4) of the 1962 Constitution.

4, -Report of the Pakistan National Finance Commission, 1964,' under
Article 144 (6) of the 1962 Constitution. ’

5. Working papers, minutes and report of the Pakistan National Finance
Committee, 1970,

-6. Excerpt of press report in the “ Economic Times”, Bombay, on re-
- commendations of the Sixth Indian Finance Commission.

5. In anticipation of the requirements of NFC, the Secretariat also requested
the Provincial Governments and the Federal Finance Division (Annex IV)t for
. the following data :—

1. Audit actuals (departmental accounts where audit actuals are not
-available) for the years 1970-71, 1971-72, 1972-73, 1973-74 (Revised)
and 1974-75 (Budget) in respect of—

(a) Revenue receipts ;
(b) Non-development revenue expenditure ; and

(c) Capital receipts alongwith breakdown of receipts and non-develop-
_ ment disbursements,

2. Projections of anticipated revenue receipts, non-development revenue
expenditure, and net capital receipts for the next.five years beginning
1975-76.

After repeated telegraphic and telephonic reminders, the data has so, far been
received from the Punjab, NWFP and Baluchistan Governments.. Sind Govern-
.ment has yet to supply it. The information will be placed before . NEC .as
soon as it is complete. , G o o

6. The following questions are submitted for consideration in‘ the' first
meeting of the National Finance Commission :— ‘

(f) NFC may outline the programme of work and time schedule that it
wishes to follow for completion of its assignment.

(#) NFC may indicate the form and substance of ‘the ‘Memoranda that it
would like to have from the Provincial and Federal Governments
for consideration of the specific issues before it (cf. paragraph 3 above).

(iif) Whether it is desired to call for the views of individuals and non-
public sector agencies on the issues before NEC.

(iv) Whether NFC would like to set up working groups/committees for
dealing with specific issues. .

(v)'Any other specific requirements of NFC,

*See page 60.
tSee pages 6162,

@ e —————
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Annex I to Appendix VII

EXCERPT FROM THE CONSTITUTION OF THE ISLAMIC REPUBLIC. -
OF PAKISTAN

PART VI.—FINANCE, PROPERTY, CONTRACTS AND SUITS
CuaPTER 1.—FINANCE
Distribation of Revcnues bétween the Federation and the Provinces -

160. National Finance Commission.—(1) Within six meaths of the commenc-
ing day* and thercafter at intervals not exceeding five years, the President shall
copstitute a National Financc Commission consisting of the finister of Finance
of the Federal Government, the Ministers of rinance of the Provincial Govern-
ments, and such other persons as may be appointed by the President after copsul-
tation with the Governors of the Provinces.

(2) It shall be the duty of the National Finance Comaission to make re-
commendations to the President as to—

(a) the distribution between the Federation and the Provinces of the net
proceeds of the taxes mentioned in clause (3) ;

(b) the making of grants-in-aid by the Federal Government to the Pro-
vincial Governments ,

(¢) the exercisc by the Federal Government and the Provincial Govera-
raents of the borrowing powers conferred by the Constitution ; and

(d) any other matter relating to finance referred to the Commissian by
the President.

(3) The taxes referred to in paragraph (a) of clause (2) are the follow-
ing taxzes raised under the authority of Parliament, namely :— _

(i) taxes on income, including corporation tax, but not including taxes
on income consisting of remuncration paid out of the Federal Consoli-
dated Fund ;

(i) taxes on sales and purchases ;

(iif) export duties on cotton, and such other export duties as may be speci-
fied by the President ;

(iv) such duties of excise as may be specified by the President ; and
(¥) such other taxes as may be specified by the President.

(4) As soon as may be after receiving the recommendations of the Ngfional
Finance Commission, the President shall, by Order, specify, in accordance with
the recommendations of the Commission under paragraph (a) of clause (2), the
share of the net proceeds of the taxes mentioned in clause (3) which 15 to be allo-
cated to each Province, and that share shall be paid to tiie Government of the
Province concerned, and, notwithstanding the provision of Article 78, shall not
form part of the Federal Consolidated Fund.

¢ The l4th of August, 1973,
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- (8) The rscommendations of the Nétiona] Finance Commission, together
with an explanatory memoranduin 2s to the action taken thereon, shall;'be laid
before both Houses and the Provincial Assemblies.

(6) At any time before an Order under "clause (4) is made, the President
may, by Order, make such amend:nents or modifications in the law relating to
the distribution of revenues betwe:n thz Federal Government and the Provincial
Governments as he mav deem nccossary or expedient.

(7 The Prcsident may, by Order, make grants In aid of the revenues of the
Provinces in n=:J of assistance and such grants shall be charged upon the Federal
Consclidated Fund.
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GOYERNMENT OF PAKISTAN
FINANCE DIVISION
Islamabad, the 9th February, 1974

S.R. O. 158(I)/74.—In pursuance of clause (1) of Article 160 of the Consti-
tution of the Islamic Republic of Pakistan, the President is pleased to conpstitute
the National Finance Commission consisting of the following members, namely :—

L.

2.

Minister for Finance of the Federal Govern- Chairman.
ment.

Minister for Finance, Government of the Member.
Punjab.

3. Minister for Finance, Government of Sind.  Member.
4, Minister for Finance, Government of NWFP. Member.
. Minister for Finance, Government of

Baluchistan .. . .. .. Member.

6. Mr. A.G.N. Kazi . .. .. Member.

7. Mr. H.A. Majid .o .. .. Member.

8. Mr. P.K. Shahani . . ... Member.

9. Mr. Umar Jan Khan .. ee .. Member.

10. Mian Saifullah Khan Piracha .. .. Member.

[( F. 8(Q2)-B(R)I/73)}.

MOHAMMAD ISHAQUE,
Deputy Secretary.
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Annex III to Appendi_x vii

NATIONAL FINANCE COMMISSION SECRETARIAT,
(Block *Q ** Room No. 107, Federal Secretariat)

Islamabad, the 26th February, 1974 £
1. The Minister for Finance, Planning and Development, Government of
Pakistan, Islamabad. : .
" 2. The Minister for Finance, Government of the Punjab, Lahore.
3. The Minister for Finance, Government of Sind, Karachi.
4., The Minister for Finance, Government of NWFP, Peshawar.
5. The Minister for Finance, Government of Baluchistan, Quetta.
_6. Mian Saifullah Khan Piracha, Minister, Government of Baluchistan, Quetta.
7. Mr. A.G.N. Kazi, Secretary General (Finance & Economic Coordination),
Finance Division, Islamabad.
8. Mr. HA. Majid, Room No. 106 * S Block, Pak. Secretariat, Islamabad.
9. Mr. P.X. Shahani, 48-Clifton, Karachi,
£10. Mr. Umar Jan Khan, Advocate, Inside Sokari Gate, Bannu City.
DEAR SIR ™

With reference to Government of Pakistan, Finance Division, Notification

No. S.R.O. 158 (I)/74*, d~ted the 9th Fetruary 1974, rerarding yovr appointment
as Chairman/Member of the National Finance Commission, I enclose for your
" perusal the following background material :—

1. Indian Financial Enquiry Report by Sir Otto Niemeyer (April, 1936).

2. Allocation of Revenues between the Central and Provincial Govern-

ments in Pakistan, including report of Sir Jeremy Raisman (December,
1951).

3. Report of the Pakistan National Finance Commission, 1964, under
Article 144(4) of the 1962 Constitution.

© 4."Report of the Pakistan National Finance Commission, 1964, under
Article 144(6) of the 1962 Constitution.

5.8Working papers, minutes and report of the Pakistan National Finance
Committee, 1970.

6. Copy of a press report ** published in the Economic Times, Bombay,
regarding recommendations of the Sixth Indian Finance Commission,

[No. F.2(3)-NFC/74.]

Yours faithfully,
S.A. A, SHAH.

®*Anpex II at page 59.

Secretary, National Finance Commission.

$*Not printed.
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Apnex IV to Appendix VII

No. F. 2(3)-NFC/[74-149
GOVERNMENT OF PAKISTAN
FINANCE DIVISION
Nationa! Finance Commission Secretariat

Islamabad, the 21st June, 1974
To
Dr. Tariq Siddiqui, Secretary to the Government of Punjab, Finanoe De-
partment, LAHORE.

Mr. R.A. Akhund, Secretary to the Government of Sind, Finance Depart-
ment, KARACHI.

Mr. Arshad Farid, Secretary to the Government of NWFP, Finance De-
partment PESHAWAR.

Mr. S.R. Poonegar, Secretary to the Government of Baluchistan, Finanoe
Department, QUETTA. '

SusIecT :— Data for National Finance Commission
SIR, ' '

I am directed to invite a reference to the Government of Pakistan, Finance
Division, Notification S.R.O. 158(I)/74, dated the 9th February, 1974 (copy en-
closed*) setting up the Nationa! Finance Commission, under Article 160 of the
Constitution, with the following terms of reference :—

(1) The distribution between the Federation and the Provinces of the net
proceeds of :

(a) taxes on income, including corporation tax, but not including taxes

on income consisting of remuneration paid out of the Federal
Consolidated Fund ;

(b) taxes on sales and purchases ; and
F(c) export duties on coftton.

(2) The making of grants-in-aid by the Federal Government to the Pro-
vincial Governments. <

(3) The exercise by the Federal Government and the Provincial Govern-
ments of the borrowing powers conferred by the Constitution.

5. Tn this context I am to request that the Provincial Governments may

kindly furnish to the Secretariat of the National Finance Commission the following
data :—

(1) Audit actuals (departmental accounts where audit actuals are not
available) for the years 1970-71, 1971-72, 1972-73, 1973-74 (Revised)
and 1974-75 (Budget) of :—

(6) Revenue receipts ;
(b) Non-development revenue expenditure ;
®§e0 Annex I at page 59. ®

Lertant Secrotar, (HEQ)
Sinence Dvisoy -

~ % - P 4
taizmphaes
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{¢) Capital receipts (net) alongwith breakdown of receipts and non-
development disbursements.
(2) Projections of anticipated revenue receipts, non-development revenuo
expenditure and net capital receipts for the next five years beginning
1975-76. ' '

3, Itis also requested that 2 copies each of the published Finance Accounts
of the Provincial Governments for the years 1970-71 to 1972-73 may also kindly
be supplied.

4. As the first meeting of the Commission is likely to be held shortly the
information asked for above may kindly be supplied to this Secretariat by the
15th July, 1974. :

Your obedient servant

S.A. A. SHAH,
Secretary NFC,

Copy, for similar action in respect of the Federal Government, is forwarded

to Budget Wing (Mr. Mohammad Ishaque, Deputy Secretary), Finance Division,
Islamabad.

Copy also forwarded to :—

l. Mian Mumtaz Abdullah, Deputy Secretary (Budget), Budget Wing,
Finance Division, Islamabad, for data regarding non-development
expenditure of the Federal Government.

2, Qazi M. Alimuliah, Deputy Secretary (Provincial Finance), Budget
Wing), Finance Division, Islamabad, for pursuing the matter with the
Provincial Governments and also for data regarding grants-in-aid
to the Provinces.

S.A. A, SHAH,
Secretary NFC,
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Appendix VIII

WORKING PAPER FOR SECOND MEETING OF NATIONAL FINANCE
COMMISSION

The Commission in its first chii.ns held on 30th January 1975 discussed,
among other things, tiic vuesiton of widening the scope of its terms of reference
so as to include—

(@) all export duties ;
(b) all Federal cxcise duties, and
(¢) all State Trading profits (and losses) related to exports.

The consensus in the meeting was that the Federal Finance Division should initiate
the necessary proposal in- this behalf and move the President to amend the terms
of reference of thc Commission accordingly. The Finance Division has since
initiated necessary action in the matter and the decision will be intimated to the
Commission.

2. In the meantime, the Commission has to proceed with its task on the
basis of existing terms of referencc. According to these, the Commission is
required to make recommendations on the following questions :—

(1) The distribution betwecn the Federation zid the Provinces of the net
proceeds of —

(a) taxes on_income, including corporation tax, but not including
taxes on income consisting of remuneration paid out of the Federal
Consolidated Fund ;

(b) taxes on sales and purchases ; and
. (¢) export duties on cotton.

(2) The making of grants-in-aid by the Federal Government to the Pro-
vincial Governments.

(3) The exercise by the Federal Government and the Provincial Govern-
ments of the borrowing powers conferred by the Constitution.

3. At its last meeting, the National Finance Commission did not indicate
what specific material it wanted for its purposes. lnstead, it was decided that the
Provincial representatives would give a list of itcms/subjects on which they would
like the Secretariat to collect information. So far only the NWFP and Sind

Governments have indicated their requirements which are as follows :—

NWEP Government

(i) Quantified locational investment of Federal Agencies and Govern-
" ment in the Plan periods so far.

(if) Breakup of the income from divisible taxes yearwise.
Sind Government

(#i) Informatioﬁ is desired to be collected from the Provinces in respect
of Economic Indicators as per Annex 1(page 66).

Central Board of Revenue has furnished the information on item (i) above which
is attached as Annex 1L (page 67).
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Regarding item (i), National Finance Commission Secretariat has addressed
the administrative Ministries/Divisions of the Federal Government and the in-
formation will be placed before the Commission as soon as it is complete.

No other Province/Member of the Commission has yet indicated the items/
subjects on which they would like data to be collected.

4. Pending ipdication of specific requirements, the Secretariat has compilex
the undermentioned data for the perusal of the members.

(@) Gross revenue receipts of the Federal Government for the five years
1970-71 to 1974-75 aund non-development revenue expenditure for
corresponding period. (Annexcs III and 1V—pages 68-69.)

(b) Revenue receipts (excluding Federal tax _assignments) and non-
devclopment revenue expenditure of the Provincial Governments for
the ysars 1970-71 to 1974-75. (Annexcs V and VI—pages 70-77.)

(¢) Projection of reveanue receipts and non-development expenditure
of the Federal Government for the next five years 1975-76 to 1979-80.
{Annexes VII and VIII—pages 78-81.)

(d) Projection of revenue receipts and non-development expenditure
of the Provincial Governments for the period 1975-76 to 1979-80.
(Annexes IX and X—pages 82-91.)

(e) Overall revenue resources of the Federal and Provincial Governments
for the next five years 1975-76 to 1979-80. (Annex XT—page 92.)

(f) Federal revenue assighments to the Provincial Governments during
the period 1970-71 to 1974-75 (Annex XII—pages 93-97.)

(g) Projection of Federal revenue assignments to the Provincial Govern-
ments for the period 1975-76 to 1979-80. (Not printed).

5. According to the estimates furnished by the Provincial Governments,
the Provincial budgets for the year 1975-76 are projected to show an overall revenye
deficit of Rs 324.83 crores. Federal revenue assighments to the Provinces
for that year are estimated to be Rs 124.90 crores which will correspondingly
reduce the deficit.  Provincewise breakup of revenue deficit and revenue assign-
ment is as.follows :—

(Rs in crores)
Revenue Federal
deficit revenue
. assignnent
Pusjab . . e e 164.00 70.57 |
Sind .. .. . . .. 89.47 .33
N.WEFP, . . . . 64.26 19.3¢
Baluchistan . . .. . 27.10 5.62
Total .. 324.83 124.90-

- The comparative revenue account position of the Federal Government for 1975-76
shows a deficit of over Rs 500 crores after deducting revenue assignments to
the Provinces.

8



i

.The foregoing estimates present a difficult and complex situation which needs

" a careful and thorough consideration by the Commission. - -

o 6.""{5':1& regard to item (2) of the Commission's terms of reference, a paper
g(ri:parcd by the Federal Finance Division will be circulated in the meeting. {(Annex
II—pages 98-102). "

7. The Commission’s third term of reference relates to the exercise by the
Federal Government and the Provincial Governments of the borrowing powers
conferred by the Consitution. In this context the following provision in Articles
166 and 167 of the Constitution is particularly relevant :— "

166. Borrowing by Federal Government.—The executive authority of
the Federation extends to borrowing upon the security of the Federal
Consolidated Fund within such limits,. _if any, as may. from time
io time be fixed by Act of Parliament, and to the giving of guarantees
within such limits, if any, as may be so fixed. ~ = .

167. Borrowing by Provincial Government.—(1) Subject to the provisions
of this Article, the executive authority of a Province extends to borrow-
ing upon the security of the Provincial Consolidated Fund within
such limits, if any, as may from time to time be fixed by Act of the
Provincial Assembly, and to the giving of guarantees within such
limits, if any, as may be so fixed. ' .

(2) The Federal Goverament may, subject 'to such conditions,
if any, as it may think fit to impose; make loans to, or, so long as
any limits fixed under Article 166 are not exceeded, give guarantees in
respect of loans raised by, any province, and any sums required for

the purpose of making loans to a Province shall be charged upon the
Federal Consolidated Fund.

(3) A Province may not, without the conmsent of the Federal
Government, raise any loan if there is still outstanding-any part of
2 loan made to the Province by the Federal Government, or 1n respect
of which guarantee has been given by the Federal Government ; and
consent under this clause may be granted sabject to such conditions,
if any, as the Federal Government may think fit to impose. © ~

8. Fipance Division’s paper on ‘Borrowing by the Federal Government’
is enclosed (Annex XIV—pages 103-106). : :
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Ansex - to “Appendix VIII

(Profi suggested
Government of Sind)

BCONOMIC INDICATORS

. All-weatber road mileage :

(@) per thousand population
(&) per 100 square miles area

. Railway mileage :

(@) per thousand popuhﬁon‘ .
(b) per 100 Squere miles area ., ..

. Number of telephones per thounnd

population ..

.Nmnberofbmkbranchupn

- thousand population

. Consumption of e]ectnuty per

capita .

. Percentage of literng:y .. .
. Number of students earolled.in :

(@) Primary .. ..
(b) Secondary .e
(¢) higher institutions per thousand

population including profes-
sional, vocational and technical)

"Number of hospital beds per thou-

sand population (mcludmg Rural
Health Centres) .e

Access to piped water % of popula-
tion ¢

(@) Urban ., v e
(4) Rural . . .
Per capltq income :

(a) Provincial . .

(§) Districtwise)) . .

Punfab Sind NWFP  Baluchistan Nationa!



Amnex II to Appendix VIIT

lNCOME FROM DI\TISIBLE TAXES FOR THE FINANCIAL YEARS 1960-61 TO 1974-75
(Rs in crores)

Divisible Taxes
'Fihapcial Customs- Federsl' Taxeson  Sales Wealth  Estate Total
- year (export: Exciso-  Income:  Tax Tax Duty
duties on  Duties
jute and (tea, toba-
cotton) cco and’
. betelnuts
1960-61° . 4176 8:26 3168 3624 .. 0.28 118.22
1961-62: . sa39r - 8820 3197, 3T .. 0.23 135.28
196263 ..  S428 1036  4nT3 4228 .. - 024 165.89
1963-64 g2l 1213 4634, S1.20 092 021 155.01
1964-65 .. .0 1465 5405  58.83 1.00 . 0:19 199.73
196566 ... T0.46. 1569 5476, 654 0.7 037 203.61
196667 8110 20010 6038 68.58  0.86 033 23135
1967+68 .. 04 21,26 6270 4003 058 050 203.61
1968469 11489 2270 7232 4837 118 0.47 259.93
1969-70 1370  29.81 9377 5137 145 0437 300.53
19703 . .. 148S1c 4236 Okil2:  59.43  1.56 0:56. 335.54
19772 13122 4497 121:58°  s0.42 2,09 0547 350.82
1972-73 . 26412 55.69 11248 4690 3.09 051 48279
197394 .. 42803 7235 1843 7 4.45  0.61 698,44

71974’-75(tcvised)‘ 460,00 109.00- 120.00. 105.00 4.75 0.50 799.23"

. (Souree.—Centrai-Board of Revenue, Government of Pakistan.)
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Amex Il to Appendlx v

GROSS REVENUE RECEIPTS OF FEDERAL GOVERNMENT

(Rs in crores)

1970-71 197172 197293 1973-74 . 197475
“Actuals ‘Actuals Actuals . Revised  Budget

TAX RECEIPTS ..
Principat Heads ,,
Customs ..
(Import Duties)
(Export Duties)
Excise Duties ..
Taxes on Income
Sales Tax .
Other Taxes ..

Workers' Welfare Tax ..

Surdnrges
Natural Gas
Cement
Petroleum .
Ptice Equalization
Fertilizer,
NON-TAX RECEIPTS
Interest Recelpts ..
. Toterest Receipts

Return on Investments .

Return on Nationalized Bankn and

. other Institutions
Other Receipts ..
Opium - .
Railways ..

PostOfﬁceDeparunent

Telegraph and Telephone Depnrt

meot

Civil Admmlstmt:on

Currency and Mint
Civil Works
Defence Receipts

Miscellaneous Receipts ..
Extraordinarv Receipts .

Total

Payment to A. K. Government

Total

622.67 549.36 676.66 BS2.95 1011.26
605.83 518.00 653.20- B852.86 960.60 -
173.69.. 131.22 264,78  390.70  430.72
(88.97) (70.61) (139.53) (219.90) (297.20)
.. (84.72) (61.61) (124.85) - (170.80) (133.52) "
W 25478 211,91 226.51.. 276.57 323.23
. 99.63 123.64 112.07 115.00 110.00
" 7496 48.15 46.06  6€5.00 90.00
2.77 3.08 418 534 5.60

e ee e .o 0.2 1.00

. 16.34¢  31.36 23.46  30.09 50,66

.. 1.74 1.93 1.61 3.27 14.24

. 1.64 1.38 1.8 1.76 1.84
12.00 26,46 16,86 2.9 0.46
1.46 1.59 188 2.00 1:63

T - 1.56  20.77  32.49

160.58  143.27 163.99 269.56 365.90
.. 108.51  69.89  70.57 . 66.51 121.20°
. 97.66_, 62.90  63.51 $3.12  81.15
10.85 6.99  7.06 13.39  20.05
- _-:-’ - . V — .‘m.mr
52,07 7338  93.42 203.05 244.W
- 0.16 - 0.13 .. 0.21:
- - 026 = — - .
—1.83- 0.48 —0.48 —1.04 —4.10

Ly

8.46 15.50 16.29 14.75 12.84
7,44 6.53 5.04 18.42 7.54
9.59 10.28 10.81 15.94 24.02
. 1.86 1.36 1.04 1.45 1.51
. 15.98 13.88 2.2 20.61 32.86 .
.. 10.50 8.60 19.77 21.54 31.24
.. 007 16.78 18.29  111.25  138.58

783.25 692.63 B40.65 -1152.51 1377.16
— - — 2.50 2.%
.T83.25¢ 692.63* 840.65 1150.01 1374.66

*Includos East Pakistan.

(Sosree.—Budget-in-Brisf of the Federal Government)e



NON-DEVELOPMENT EXPENDITURE MET FROM
GOVERNMENT

&

Apnex IV to Appendix VIO

REVENUE OF FEDERAL

(Rs in crores)
1970-71 197172 197273 1973-14 1974-75
‘Actuals  Actusls  Actuals Revised = Budget
Revenne Collecting Deptts. . 8.98 4.87 5.62 6.4% 8.48
Civl) Administration . .. 55.21 45.23 66.33 g2.41 140.M
. Genera! Administration 19.17 15.30 24.81 23.84 - 32.24
Audit e - . 4.62 3,77 3.80 4,60 5.69
Police e .. 7.34 3.08 5.62 12.82 24.19
Frontier Regions . . 13.84 14,08 17.73 26,20 54,93
mhaAdmmismmnepamne:m 5.3 3.17 1.15 2.69 3.28
Foreign Affairs 4.90 5.86 10.22 12.26 20.02
Socia! Services nd neueneau Depart _
ments .. . 25.44 22.%0 15.61 39.30 34.18
ScaentiﬁcDepartm'nts .. 7.11 5.69 6.49 13.58  13.62
Bducation .. . 2.1 1.16 1.94 3.08  5.88
Medical'and- Pubthealth .. 2.67 2.97 3.45 4.90 7.33
Agrkzllture. Industris and Fis-
Beries .. . " 2.14 1.41 1.5 12.79 2.01
Aviation 10.58 10.19 2.20 3,42 4.56
Investment Promotion and Sup-

Jies Department 0.83 [0.88 - 0.63 0.78
Curvency and Mint .. 1.24 1.2 1.4 2,400 3.28
Penslons, St:ﬂmnndl’rlndng 3.21 4.93 4.38 6.07 592
Qril Works . .o .. 6.90 6.65 8.78 . 5.20 7.07
Grantsumv'nces .. . A4 2.04 5.02  25.31 62.62
Other Expendrture . . 37.18 22.57 32.08 16.93 25.11
Debt Services .. . 92.35 148.02 129.86 212.40  295.03
Defence Secv'ees .. e 320.15 372.55 443,96 474.15 _613.%7
Subsidies .. .. e .. .. 218.54  368.26

Imported wheat . .- .. 158.41  218.17
Indigenous Wheat e e ve e - 9.7 13.46
PIA Corporation .e .. .e .o C e L. 188 12.36
BdibleOR .. e ... .. 26,91 66.50
Refineries . .e . 17.47 40.00
Cotton Export Corporation .- . ‘e . . 27.14
Other.. =~ .. RN .. e 4.60 €.63

Total S75.13¢  630.38*  712.35 1089.22 1564.10

v » p—

*[azludz; ‘Bast Pakistan

(Source.—Budget-in-Brief of the Fedaral Govermmenti)y
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Annex V(a) to Appeodix VIII
—_
REVENUE RECEIPTS OF THE GOVERNMENT OF PUNJAR.

(Rs in crores)

1970-71 1971.72 1972-73  1973.74 1974-75
Actuals - Actuals  Actuals Revised  Budget

Principal Heads of Reyenoe -
 Share in Federa! Taxes .. o ST 4867 4936 49.M4 6759
Customs .. . = .22 98 198, 9.7
Federal Excise Dntics. . 1164 954 1018 13.4>  19.06
Taxes on Income - .. . 20.12 22.78 20.13 20.92 19.96
Wealh Taxand Bstate Duty .. 021 0.27  o.37 0.93." "1.03
Sales Tax .. .. o I8:67 1489 8.80  12.58- 17.78
Provincial Recelpts .. o 3362 4125 4L.96. 53.49 57.40-
Land Revenue . 1003 1085 1169 1159 1211
Stamps. . .. .. .. 6.0  4.69 735 850 8.9
Other Heads .. o 1669 2571 22,92, 33.40 - 36.39
_ Otber Heads of Revenue : - 2674 2182 57.07 9671 64.40

Irrigation, Navigation, Embagk-
ment an- Drainage Works for
Which Capital Accounts are Kept. 6,82 642 23.46 24,28 2.3

Irrigation etc. Works for which

- Capital Accounts are not kept ., a.11 0.12 0.13 0013 0140
* Debt Services .. .. L4 ¢96 347 473 - 2790
Civil Administration ., .. 1.28 136 206 2137 253
. Beneficent .Departments o 665 803 1595 1616 477
" Civil Works - ., .. 1.0 1.42 1.82 1.8, 907
Miscehancons .. . 22 487 472 133% 10008
‘Grants-in-Aid from Federal .. o
_Govcrnn;e_nt .. . 2.26 0.88 0.75 25.11, .34

.. Extraordinary Items .. . 472 3.7 47 8.43. 5.99
Total—Provincial ~ Receipts
(excluding share in . . .o
FederalTaxes) ..  60.36  69.07  99.03 15020 131.80

(Source. —Budget-in-Brief of the Fedsval Gover nment)"
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Annex V(b) to Appendix VI

REVENUE RECEIPTS CF THE GOVERNMENT OF SINDY

{Rs 1n crorcs)

1970-71 197172 1972-73 197374 1974-75
Acturis  Actuals  Actuals Revised  Budge:

PrhdpalHeadsoIRm:

Share In Federal Taxes .. .. 2109 2024 2053 20,73 28.11
Customs .. . R 0.51 4.11 0:82 4.06
Federal Excise Duties . 4.54 3.97 4.23 5.5  7.93
Taxes on Incoms .. .. 8.37  9.45 8.37 8.70 £.30
Wealth Tax and Estate Duty ..  0.12 0.1 016 0.3  0.43
Sales Tax .. .. . 1.76 6.19 3.66 5:23 - 7.39

Provincial Receipts .. .. 19.87 2192  26.20 30.43  32.16
Land Revenue . .. 2.53 3.49 4.28 5:00 5.00
Stamps .. . . 3.77 3.61 4.40 4.00 4.12
Other Heads ' .. . 13,57 14.82 17.52 21,43 23.04

- Other Heads of Revenue. . - 10,68 11.99 18.89 '37.62 24.44

Irrigation, Navigation, Embank-
ment and Drainage Works for
- Which Capital Accounts are

Kept .e . 2,08 2,45 .1.53 7.00 7.16
Irrigation etc, Works for which :
Capital Accounts are not kept .. 0.01 . 0.07 —_— 0.05 0.0%
Debt Services .e .e 0.75 0.96 1.87 2.75 285
Civil Administration .. .. 1 0:87 0.93 2.64 2:23 2.7
Beneficent Departments . 2.04 2.34 4.62 ' - 4770 2.03
Civil Works . .. 087  0.60 0.92 0.5 0.69
MisceHancons - . .o T 0.92 2,13 1.30. .2.99 . 2.58
Grants-in-Aid from Federal ’ ’
Gowernment e .. 0.86 0.45 2.77 12.84 3.96
“Bxtraordinary ftems ., . 2.31 2,06 3.4 4.50 2.75
Total—Revenue Reoeipts (exciud-
ing share in divisible
taxes) e . 30.55 33.9 45.09 68.05 56.60

(Source.—Budget-in-Brief of the Federal Government).



Anmex V(e! 10 Agpendix V_III_

REVENUE RECEIPTS OF THE GOVERNMENT OF N.W.F.P,
{Rs in crores)

1970-71 1971272 - 1972-73 1973-74  1974-75
Actuals ! Actuals

Actuals Reviscd  Budget

Principal Heads of Rzvegoe $ _
Stare In Federsl Tazes .. .. 1391 13.35 13.54 13.67  18.54
Customs .. . .. .. — 0.33 270 0.4 2.5
. Federal BxciseDuties .. 3.19 2.6 279 3.8 5.23
UWh UL (Taxes on Inceme .. .. 585 6.24  S8.52 5_.74' 5.47
Woalth Tax ard Estate Duty .. 0.08  0.07 0,11 026  0.28
SaksTax .. . .. S2 409 242 345 4.28
Provioclal Recelpts .. . 38 613 4.6 56 S5
Land Revenue .. .. 048 053 051  0.60 0.7
Stamps .. .. .. 072 1.6 1% 068 070
Other Heads e .. 2m 38T 211 438 410
Other Heuds of Reveane .. 680 834 1055 12.83  18.90

iy Mo E

Which Capital Accounts are
kept .o .

0.06 «=0.16 0.11 0.13 0.35
Irrigation etc. Works for which

Copital Accounts are not kept .. 0.02 0.3 0.03  0.02  0.03
Debt Servioes v .. 002 020 05 024  0.40
Civil Administration .. ..  1.42 236 235 2.8 140
Bepeficent Departments . 1.02 0.97 3,63 3.53 ‘ 4,42
CwilWorks - .. .. 019 024 038 029 0.0

Miscellaneous = .. . 0.48 1.57 0.40 1.35 i1.79

Grante-dn-Aild from Federal
Government es e 3.4 2.81 3,49 - 4.6% 10,30

Extraordinary Items .. Cee . 0,08 0.02 001 .« — - -
Total—Prcvincial Receipts (ex-

cluding share in Federal .
Taxes) e .. 10.72 14.47 15.16 18.89 4.4

(Source.—Budgpet-in-Brief of the Federal Governmeat).
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Anpex V(d) to Appendix VIIT

REVENUE RECEIPTS ‘OF THE GOVERNMENT OF BALUCHISTAN

(Ks in crores)

1970-71 197172 197273 197374 197475
Actuals  Actuals  Actuals  Revised Budget

Principal Heads of Revenoe :

Saare In Federal Taxes .. .. 4.04 3.88 3.93 3.97 5.39
Customs®* .. . R 0.10 0.79 0.16 0.78
Federal Excise Dulies .- 092  0.76 0.81 1.07 1.52
Taxes on Income . . 1,60 1.81 1.60 1.66 1.59
Wealth Tax and Estate Duty .. 0.03 70.03 0.03 0.08 0.09
Sales Tax .. . . 1.49 . 1.18 0.70 1.00 . 1.4
Provinciai Receipts .. . 0.82 1.01 1.00 1.90 1.10
Land Revenue . . 0.37 0.33 0.34 0.38 0.40
Stamps .. . 0.10 0.09 0.10 0.10 0.10
Other Heads . . . 0.33 0.59 0.56 0.52 0.60
Other Heads of Revetue .. . 5.39 2.22 5.05  24.40  29.40

Irrigation, Navigation, Embank-
ment and Drainags Works for
Which Capital Accounts are

Kept . ve —0.18 0.02 0.2y 0.21 0.31
irrigation Works for which -

Capital Accounts are not kept .. 0.01 — —_— —_ —
‘Drebt Services .. 0.04 0.03 0.05 0.05 0.10

" Civil Administration .. .. 014 024 022 02 - 0.35
Beneficent Departments .. 029 0.38  0.56 0.7 1.28
Civil Works .. .. 010 010 009 011 0.1
Miscellatieous . . 032 04 057 058 - 0.62 -

Grants-in-Aid  from  Federal
Government .. .e 4.64 0.96 2.94 22.37 26.66

Extraordinary Items .. . 0.03 — 0.33 — _
Total—Revenue Receipts  (ex-

cluding share in Federal
Taxes) .. ..

621 - 3.23 6.05 25.40 30.50

{Source.— Budget-in-Brief of the Federal Government).
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Amnex VI(a) to Appeadizx VIIT

EXPENDITURE MET FROM REVENUE OF THE GOVERNMENT OF PUNIJAB
(Rs io crores)

1570-71 1971-72 1927273 1873-M  1974.75
Aciuals  Actuuls  Actuals  Revised | Budget

Administeative Depniime s . 23.40 18.52 40.81 37.65 53.96
Direct Demands on favenue .. 5.17 8.44 3,35 3.6% 4.94
Ir.igation {Exciuding Intercst), ... 10.00 £.12 19.51 23.81 30.42

Debt Services (Inclusive of Tnicrast
on Capital Qutiay of Commercial

Departents) .. .. §.23 8.96 17,94 10.15 18.60
Qirli Admiufstraiion o . . 15.62 15.76 18.91 2368 29.31
General Adniinistration .. 4.70 .22 5.57 6.38 7.85
Poiice .. . . 7.75 6.74 9.51 12.14 15.21
Otber Heads .. .. . 3.17 3.80.  3.83 5.16 6.25
Beneficent Departments, Civi! Works
¢le. on Revenue Accouut . 41.42 44,52 67.47 §87.93 117.19
Fducaion .. . . 2216 2742 3252 4138 6571
Health Services .. . 7.60 5.6 7.46 838 12,19
Agriculture .. . . 3.43 .14 664 682 8.8
Vetecinary, ., . . 1.04 1.05 1.12 1.67 2.47
Industries .. - . 0,75  0.87 1.8 1.9 1.59
Bubliz tmpravements + % sey 4@ 84 809 2.7
Other Heads .. . .. 0.5 . Q.95 10,28 12,70  13.98
Miscellsgeons .. . . 527 1399 1261 18,36 18.28

Total—Expenditure met  from

Revenue 89.71 92.59 139.40 167.62.. 218,74

(Source—Budget-in-Briet of the Federal Government).

[
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Annex VI(H to Anpendix YII

EXPENDITURE MET FROM REVENLE OF THE GOYERNMENT OF SIND

(Rs 1n crores)

197071 197172 197273 197374 197475
“Actuals  Actuals  Actuais Ravised  Budget

Administrative Departments .. 10.61 9.41 1550 1568  13.%
Direct Demands on Revenue® ., 2.06 2.19 2.50  2.06 2.31
Irrigation (Excluding Tnterest) .. 1.94 1,48 1.81 8.55  8.67

Debt Services (inclusive of Intcrest
on Capital Oullay of Commeraal

Departments) . . " 6.61 <74 1119 507 2.51
Civil Admlabtration ® .. R X1 £.75 1167 1497  17.49
Genera! Administration . 1.90 2.24 2.86 3,48 3.98
Police . . . 4.34 4.73 6.86 8.94 10.78
Otber Heads .. .. . 1.58 1,78 1,05 2.58  2.93
Beseficent Departmests, Civil Works ' -
ete, on Revenne Acconm 18.93 12,03 - 22,51 31.57 40.70
Edocation .. .. . 100 1217 16.92 2487 20.38
Health Services . 268 2.60 324 3.68  4.58
Agicultre .. .. .. LeT 136 Le3 1o 232
Veteripary” .. .. .. 024 022 €25 §,0.45 048
ioduwries© .. .. .. 04 016 018 G20 0.24
ch?bh: ;mo\:nn?gmm.s?enamu- 2.8 205 351F {356 1.84
Other Heads .. .. . 036 038 0nf f2. 909 71.88
thlnmv . . 302 400 465 asxr _18.56
.‘.

Total—Expenditure met from -
Revepue .. . L4038 4119 5433 4T3 90.24

(Sources.—Budget in; Brief of the Federal Govex —uent). '



76.

. Amnex VIc) to Appendix VI
EXPENDITURE MET FROM REVENUE OF THE GOVERNMENT OF N.W.F.P.

{Rs in crores)

Acuals  Acuss  Acoas Ko Do
Administrative Departments 3.2 2.97 2.17 38 6.70
Direct Demands on Revenue 1.24 1.1 0.53 0.56 0.81
Irrigation (excluding Interest) .. 0.63 0.7 0.84 1.69 1.81
Debt Services (inclusive of interest
%]clg?rlntgllatgut‘?y of Commetmal 1.55 .1 0.80 1.57 4.08
Civil Adminisiraiion” 5.95 1.49 9.01 11.41 9.1¢
General Administration .. 1.11 1.35 1.55 2,39 1.70
Pqlice 1.87 2.03 2.53 3.2 3.5
Other Heads} .. 1.50 0.78 0.83 0.93 3.90
Frontier Regions .- .e 1.47 3.13 4,10 4.89 -
Beneficent Deparfments, Clyil Worlu :
eic, on Revenue Account .. 9.50 10.17 13.04 14.93 19.2¢
Education 5.2 5.94 6.63 8.23 10.64
Health Services 1.28 1.44 1.44 i.84 2.60
Agriculture .. 083 08 097  1.00 116
Veterinary 0.20 0.22 0.2  0.27 [¥0.36
Industries § 0.06 0.06 0.06  0.08 E.m
Sf.%*x'ic“ lggove%ngnuiﬁfe "mf'.' 1.81 1.54 1.84 1.22 :'L'i’.ss
Other Heads 0.0 o011 L85 . 239 278
Miscellaneous .. .. 3.14 4.34 4.06 5.2 4.84
Total—Expenditure met from '
Tevenue . . 22,01 2497 28.28 s.a 39.90%

(Somree.—Budget-in-Brief of the Federa! Government),
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Annex VI(@) to Appendix VI
EXPENDITURE MET FROM REVENUE OF THE GOVERNM ENT OF BALU(.HISTAN

(Rs ip crores)

1970-71 1971-72 197273 1973-74 1974.75
Actuals Actuals  Actuals  Revised Budget

Administrative Departments .. 132 2.53 3.25 3.29 2.7
Direct Demands on Revenue .. §0.42  0.43 047 028 03
Irrigation (Excluding Interest) .. 0.45 0.52 0.93 1.06 1.10

Debt Services (inclusive of Interust
on. Capital Oatlay of (‘ ommerclal

Departments) . 0.45 1,58 1.85 1.95 1.%
Civil Administration . . 2.88 3.27 4.26 4.91 6.60
General Administration L 1.10 1.25 1.51 1.83 2.14
Police” .. .. . 1.52 1.70 2.35 2.9 312
Other Heads .. . . 0.26 0.32 0.40 0.49 1.34

Beneficeut Departments, Civil Works
efc, on Revenue Account .. .. 6.18 6.78 8.34 13.16 16.96
Education .. .. . 1.74 2.30 2.69 3.57 .74
Hee!lth Servicos . .. 0.68 0.80 1.0 1.45 2.30
Aggicolture .. .. .. 0.58 1.15 1.18 2.9  1.%
Veterinary: .. . . 0.23 0.31 0.36 0.42 - 0.45
Industries & .. . . 0.09 0.04 0.07 0.28 0.30
ggm %Minw?mmm 2.60 2.05 2.66 4.18 6.0
Other Heads .. .. . 026 412 037 0.6 0.6l
Miscellaneons .. .- .. 0.98 2.13 228 s68 4.7

Total—Expenditure met from
Revenue .. . 11.36 4.7 18.13  24.96 31.10

(Source.—Budget-in-Bricf of the Federai Government),



Annex VII to Appendix VII[

PROJBCTION OF DOMASTIC RESDURCES FoR RINANCING PUBLIC SECTOR D2YELDPM3INT EXPENDITURE
DURING FIFTH FIVE YEAR PLAN

{(Rs in crores)

1974.75 1975.76 Aenual 1976-77 1 9'_/7-7'8 1978.79 1979-89 Total
. Revised Budget . Growth Ra;c Pro_)echon _Pro;ecuon Projection Projection 5th'Plan

TAX RECEIPTS : . 101126 . 1041.84 7.10  199.08  1288.41  1385.% 603219
Principal Heads . 90.60  993.49 1066.72 114658 1233.71 132876 5769 26
Customs PR .. .. N 430.72 437.34 469.06 503.95 542.33 584.55 2537,23
(@mportDuties) .. .. .. (8120  (17.20 0% G489 (838D @219 @se.4n (193559
®wpodDuties) .. .. (BSH (2.4 Repaed  (120.14 2.1 120,19 (2004 (600.70
Excise Duties o 3338 340.00 % 370.60  403.95  440.31  479.94  2034.50
Taxesonlocome .. .. . 11000  112.00 257 1M80 NT.6T 12061 123,65 sgaqy
SalesTax .. ., .. 90.00 97.00 8% 10476 1314 12219 131,96 se9.05
Other Taxes .. ., .. 5.50 6.10 5% 6.40 6.72 7.06 7.41 33,69
Workers Welfare Tax ., .. . 1.00 1.05 5% ° 110 115 1.21 1.27 5.78
Swrcharges .. ., 5066 4835 . 42%  so.38 52.50 54.700 5700 . 262.93
NawralGas .. .. . 424 402 K6l 1522 158  16.5 76.24
Cemet .. ,, ., 184 184 e 1927 7 2.00 2,08 2.17 10.01
Petroleum . . . 046

Price Equalimtion ., . 1.63 . .. .. .. .

8L



Fertilizer . . . .
NON-TAX-RECEIPTS .. . .
Jnl:erest Receipts e e e

' Retutn oﬁ lﬁvestmcnis ' ‘. . C .
G Yootz Bk nd o
Intcrest R‘eceipts. .. .

Othcr Reccipts ..

Opium B ..
Post Office .. PR  _, e .
. Telzgraph and Telcphonel . .
Civil Admiuistration ... . . ..
Cun ency ard Mint .. .- ..
Civ:: Works ..
Dt ence Receipts .. . .e
Miscellaneous Receipts . .
Trading Receipts .. .- .
N _ 'I‘otgl .-
Les: : Income Tax refund to'A. K.
C verrment . .
Total .

32.49 32,49
365.90 330.27
121.20 127.34 14.2%
20,05 22.14
20.00 11.22
81.15 93.98
244.70 202.93
0.24 ~0.24 — Repeated
—4.13 —5.50 —
12.34 11.18 10%
. 7.54 6.57 7%
24.02 21.50 7.5%
1.51 1.4 10%
32.86 32.74 5%
31.24 31.46 6%
138.58 103.40  Repeated
1377.16 1372.11
-2.50 —2.50
137466 1369.61

33.85 35.28 36.76 38.30 176,68
355.08 38291 41416  449.29 1931 T1
145.42  166.07  189.65  216.58  845.06
25.28 28.87 32,97 37.65 146.91
12.81 14.63 16.71 19.08 74.45
107.33 122.57 139.97 159,85 623.70
209.66  216.84  224.51 23271 1086.65
0.24 0.24 0.24 0.2 1.20
—5.50  —5.50  —5.50  —5.50  —27.50
1230 13.53 14.88 16.37 68.26
7.03 7.52 8.05 8.61 37.78
23.11 24.84 26.70 28.70 124.85
1.35 1.36 1.37 1.38 6.80 -
34.38 36.10 37.90 39.79 . 180.91
33.35 35.35 37.47 39.72 177.35
103.40  103.40 103,40  103.40 517,00
147218 1581.99  1702.57  1835.05  7963.90
- —2.50 5.00
1469.68  1581.99  1702.57  1835.05  7958.90

(Source.—Finance Division, Federal Government).

6L



Annex VIII of Appendix VIII

PROJECTION OF FEDERAL NON-DEVELOPMENT EXPENDITURE DURING 1975—80

(Rs. in crores)

1974-75 1975-76 Annual 1 9;6-77 1977-78 1978-79 1979-80 Total
Revised Budget Growth Rate Projection Projection Projection  Projection 5th Plan
Revenve Collectfng Departments .o . 8.84 8.77 6% 9.30 9.86 10.45 11.08 49.46
Civil Administration . .e . 140.31 139.35 6% 147.72 156.58 165.97 175.93 785.55
General Administration .. . 32.24 34.68 36.76 38.97 41.31 43.79 195.51
Audit .. .e .. .o .. 5.69 5.81 6.16 6.53 6.92 7.34 32.76
Police .. . v . . 24.19 29.00 30.74 32,58 34.53 36.60 163.45
Fronticr Regions . . . 54.93 50.05 53.06 56.24 59.61 63.19 282.15
Other Administrative.Departments .. 3.24 3.85 4.08 5.32 4.58 4.85 Zi .68
Foreign Affairs .. . .. . . 20.02 15.96 16.92 17.94 19.02 20.16 90.00
Social Services and Beneficent Departmenats .. 34.18 42.48 15% 48.85 56.18 64.61 74.30 286.42
Scientific Departments .. . .. 13.62 17.93 20.62 23.11 27.21 31.36 120.89
Education . .- . . 5.88 6.59 7.58 8.72 10.03 11.53 44 .45
Agriculture, Industries and Figheries . 2.01 4.09 4.70 5.40 6.21 7.14 27.54
Med‘ical and Public Health . . 7.33 8.38 9.64 11.09 12.75 14.66 56.52
Aviation . . . .. 4,56 4.64 5.34 6.14 7.06 8.12 31.30 .
Invétment Promotion and Supplies Depart- ' » .
ment - .. . e e . 0.78 0.85 0.97 1.12 1.29 1.49 5.712
Cuarency and Mint . . . 3.2 3.% 10% 3.7 4.07 4.48 4.93 20.54

-



5

Penslori, Stationesy apd|Frirting .. . 592 6.52 15% 7.5 8.62 9.91 11.40 43.95.
Civil Works .. .. . R XY .48 15% 8.54 9.82  11.29 12.98 50.06
Grants to Provinces . . . 62.62 42.49  Repeated 2.0 2.0 42.49 Q248  M.45
Other Espenditure . . . 25.11 30.99 6% 32.85 - 34.82 36.91 912  174.60
Debt Servlos * .. .. .. .. 19503 3087 . 17% - 4%.57 50728 59352 6442 2599.3
Defence Services .. . . . 613.87  644.56 6%  683.23  924.22  7T67.67  813.73  3633.41
Sobsidies T e e s .. 368.26 468.23  Repeated 468.23 468.23 468.23 468.23 2341.15
Imported Wheat! e 218.17  278.28 218.28  278.28  218.28  278.28  1391.40
Indigenovs Wheat .. . . 13.45 63.29 63.29 63.29 63.29 63.29  316.45
Edibl6Oit .. .. . . 56.50 71.95 71.95 71.95 71.95 71.95  359.75 ..
Oil Refimerics .. . . .. 34.00 12.00 12.00 12.00 12.00 12.00 60.00
PLA. .. . . . .. 12.36 10.00 10.00 10.00 10.00 10.00 50.00 - oo
Other .. .. . . . 6.63 5.7 5.71 5.7 5.7 5.7 855
Cotton Export Corporation .. . 27.14 27.00 27-00 27.00 27.00 27.00  135.00
Total .. 156410  1764.75 1885.98  2022.17  2175.53  2348.61  10197.04

(Soxrce— Finance Division, Federal Government).
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Amnex IX Tto Appendix VINI

PROJECTION OF PROVINCIAL REVENUE RECEIPTS AND NON-DEVELOPMENT
EXPENDITURE MET FROM REVENUE FOR THE FIFTH PLAN PERIOD (1975—80)

SUMMARY
(Rs. in crores)
‘ Revenue Non-develop- Revenue
Province Receipts ment Expen- Defici¢
diture
1975-76 : ‘
Punjab .. . . .. .. .. 126.36 290.36 164.00
Sind .. .o .. C s .. .. 53.88 143.35 89.47
NWFP .. .. .. .e .e .e 15.83 60.09 44.26
Baluchistan .. .. .. . ‘e 11,60 38.70 27.10
Total .. 207.67 532.50 324.83
197517
Punjab .. .. - .. .. .. 131.07 382.09 a51.02
Sind .. .. .. L .. e 54.74 163.0]1 108.27
NWEFP .. .. . .. .o .o © 15.83 68.36 -52.53
Baluchistan .. .. .. .. . 11.7% 42.30 30.60
Total .. 213.34 655.76 442.42
1977-78 )
Puniab .. .. . .. . . 136.03 501.17 365.14
Sind .. e .. .. .. .- 55.9%4 i185.59 129.65
NWEFP .. .. .. . .. .. 15.83 77.29 61.46
Baluchistan .. .. .. .. .. 11.80 46.30 34.5
Total .. 219.60 810.35  590.75
1978-79
Punjab .. ‘e .. .o . e 141.19 658.00 516.81
Sind .. .. .. .. e . 57.12 211.43 154.31
NWFP .. .. .. e .o .. 15.83 86.98 71.15
Baluchistan .. .. .. .. .. 12.30 50.60 38.30
Total .. 226.44 1007.01 780.57
1975-80
Punjab .. .. .. e s . M6.6 865,74  719.13
Sind .. .. .. e e 58.34 241.33 182.89
NWFP .. .. .. .. .. .. 15.83 91.56 81,73
Baluchistan .. . .. .. . 12.30 55.20 42.90
Total .. 233.08 1259.73 1026.65
Total 5tk Plan
Punnb .. .. .. .. .. .. - 681.26 2697.36 2016.10
Sind .. . .. .. . .. 280.02 944.60 - .5
NWFP .. .. .. .. .. 79.15 390.28 311.13
Daluchistan .. . . o e .70 33.10 175.40
Tntal .. 1M00.13 4265.35 3165.22

Sourgs.~—Provindia! Governments,
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‘A_nncx X to Appendix VIII

PROJECTION OF PROVINCIAL REVFNUE RECEIFTS AND NON-DEVELOPMENT
EXPENDITURE MET FROM REVENUE FOR THE FIFTH PLAN
_ FERIOD (1975-76 To 1979-80)

SUMMARY

(Rs. in crores)

Province and year Coe Revenue Expenditure. Revenue

) Receipts met-from Deficit

Revenue |
1974-75 (base yeer) .. . .. .. 121.80 218.74 96.94
1975-76 .. . . o 126.36 290.36 - 164.00
1976-77 .. .. ve . . .. . 131.97 382.09 251.02
19°7-18 .. .. e ‘e .. 136.03 501.17 '365. 14
1978-79 .. . .. e T e 141.19 +658.00 - -516.81
»l9ﬂ-9-80‘ . v .. .. .. 146.61 865.74 7_19.13
.. Total (Plan Period) e .. 681.26 2697.36 2016.10
Sisd | o

1974-75 (hase year) .. .. . .. 86.60 90.24 .33.64

" 1975-76 .. .o .. .. . 53.88 143.35 89.47
1976 77 .. .. .. . .. 54.74 153.01 108.27
1977-78 .. e ‘e .. .e 55.94 185.59 129.65
1973-79 .. .o .. .. I 57.12 211.43 -.-154.31
197980 .. .. . .. .. 58.34 241.23 ) 182.89
Total (Plan Period) e .- 280,02 944.61 . 664.59

N.W.F.P, o
1974-75 (base yeao) .. e . ... 24.40 39.90 15.50
1975-76 .. .. . o .. 15.83 '60.09 - A4, 26
197677 .. .e o . e 15.83 68.36 .- .52.53
197778 .. . . . .. 15.83 77.79 61.46
197879 .. ve .. e - e 15.83 86.98 71.15
197980 .. .. e .e - 15.83 ' 97.56 81.73
Towl (Plan Period) . e . e 79.15 390,28 311.13
S

1974-75 (base year) .. . 30.% 31,10 "'0.68
1975-76 .. . . 11.60 38.70 27.10
197677 .. . . ‘e . 11.70 42.3¢ 30.60
1977-18 .. .e . . e 11.80 45.30 34.50
19789 .. . .o . . 12.30 50.60 38.30
1979-80 ., . . . - 12.30 55.20 42,99
Tew!] (Piaa Pesiod) .. . . 59.70 233,10 173.40
Total—All Previnos .. e . 1100.13 4265.35 3165.22
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Anoex X(n) to Appendix VIII

REVENUE RECEIPTS OF THE GOVERNMENT OF THE PUNIJAB

(Rs. in crores)

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 Totat
Budget Forecast Forecast Forecast Forecast Forecast Sth Plan

A. Provincial Taxes ..
Land Revenue

Agricultural Income Tax

Provincial Excise
Stamps ..
Registration
Motor Vehicles Tax
Other Taxcs .
(Property Tax)
(Luxuries Tax}
(Blectricity Duty)
(Other) .
B. Interest Receipts ..
C. Public Undertakings
Irrigation .
Forest .. e
D. Other Reveato .,
Civil Administration

"BcneﬁcentDepartmmh

Federal Grants ..
‘Miscellansous ..
Stats Trading Profits
Bxtraordinary Jiems

Total

57.40 60.06 6285 65.81 68.89 T2.14 329.75
12,11 12,48 12,86 13.25 13,65 14.06 66.30

.. 0.64 0.64 064 064 064 0.64 3.2

3.62 3.73 3.84 3.96 4.08 4.20 19.81

8.90 9.45 10.04 10.68 11.34 12.05 53.56
. 060 064 06 072 07 0.8 3.6l
.. 738 7.82 829 B8.79 9.32 9.88 44.10
.o 2415 2530 26.50 2.7 29.10 30.50 139.17
.. (2.88) (3.00) (3.12) (3.24) (3.3 (.50 (16.23)
. (4.7 (5.000 (5.30) (5.62) (5.96) (6.32) (28.20)
e (4.48) (4.79) (5.03) (5.33) (5.65) (5.99) (26.7%)
.o (12.67) (12.55) (13.05) (13.38) (14.12) (14.59) (67.99)
.« 290 300 310 320 330 3.40 16.00
. 3171 33.12 34.57 36.08 37.67 39.32 180.76
.. 25.67 26,70 21.7T7 28,87 23.03 31.22 144.59

604 642 6.8 721 17.64 810 36.17
. 1979 30,18 39,55 30.94 31.33 3L.75 154.75

255 2.5 2.57 2.5 2.5 2.60 12.59
. 47T 47T 4TI 4TI 4TI AT 23,88

3.41 341 3.4 341 341 34 1705
. 303 314 325 336 347 358 16.%
. 10.04 10.07 10.08 10.10 10.11 10.t5 $50.51
w 599 623 647 672 698 T.24 33.64

.~ 121.80 126.36 131.07 136.03 141.19 146.61 681.2¢

Smree.—Previnclal Govarnment,
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Ammex X(O) to Appendix VIIT

NON-DEVELOPMENT REVENUE EXPENDITURE OF THE
GOVERNMENT OF THE PUNJAB

(Rs. ia crores)

1974.7S 1975-76 1976-T7 1977-78 1973-79 197980 Total
Budget Forocast Farecast Forecast Farecast Forecast 5th Plaa

Administrative Departoeats .. 34.25 42,93 53.95 67.83 8559 107.21 -357.51
General Administration .. 7.85 9.32 11.07 13.15 15.62. 1855 61.M
Policz .. . .. 1521 19.24 24.34 30.79 38.95 49.27 162.59
Other .. .. .. 11.19 14.37 13.54 23.89 31.02.-39.3%9 127.21

Development Departments .. 142.86 189.94 254.08 343.89 464.58 629.15 1881.64
Civil Works and Miscellane- . e
.ous Public Improvements .. 50.79 ~ 51.68 65.57 85.3¢ 108.11 135.32_ 446.02

Aglalrs .. .. 898 10.51 1230 1439 1684 19.70° T4
Education . .. $5.71 93.41 132.78 188.75 268.31 381.40 1054.6S
Hoalth .. .- . i2.19 15.67 20.25 26.31 34.37 45.21 141.81
Other .. . . 1519 18.67 23.18 29.10 36.95 47.52 155.42
Debt Services - .. .. 18.60 30.69 42.78 S4.87 66.96 79.05 274.38
Otber Expenditure .. .. 23.03 26.80 31.28 34.58 40.87 $0.33 183.56
Subsidies .. .. 13.88 16.42 19.42 22.97 27.17 32.14 118.12
. Otber Expsnditure .. 9.5 10.38 11.86 11.61 13.70 18.19 - 65.74

Total .. 21§.74 290.36 382.09 501.17 658.00 B865.74 2697.36

Sowsres.—Provincial Government,
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Annex X(¢) of Appendix VIIy
REVENUE RECHIPTS OF THE GOVERNMENT OF SIND

(Rs, In crores)

197475 1974.76 197677 1977-78 1978-59 1979.80 Total
Budget Forecast Forecast Forecast Forecast Forecast 5th Plan

A. Provioctal Taxes ., .. 3216 33.09 33.50 3395 3340 34.83 160.77
Land Revenue .. v 5.00 400 400 400 4.00 ‘4.00 20.00
Agricultutal Tocome Tax .. 0.05 0.06 0.06 0.06 0.06 0.06 0.30

- Provincial Exciee .. 3.30 396 4.02 4.08 4.14 4.20 20.40
-Stamps . .. - 412 436 442 450 4.55 4.6 22.47
Registration .. o 042 043 043 043 044 0.44 2.1

| Motor Vebicks Tax .. 4.2 4.60 467 474 481 .48 .23.70
Other Tazes . ., 1504 1568 1590 16.14 :6.39 16.62 '80.73
. (Property Tix) - (4.55) (4.62) (4.69) (4.76) (4.83 (4.90)" (23.20)
- (Luxuries Tex) o (.85 (4.260 (4.33) (4.39) 4.4 (4.53) @1.97)
(Electricity Duty) - 289 (2.83) (2.92) (2.9) (.00 (3.05 (14.82)
(Orher) . o (.80 (.92 (3.96) (4.0 4.99) (.14 (20.19)

B. Interest Recelpts .. o 285 222 2,49 3.03 3.5 441 15.42

C. Public Undertakinge - 821 S10 615 621 6.2 6.3 31.08
Irrigation .. 121 5,05 5.05 505 5.05 S5.05 25.25

¢ Porelt L - L 100 105 1107 116 121 1.28 . 5.8

D. Other Reveune - 1338 1247 1260 1275 2.9 13.07 .78

Civil Administration .e 2.37 2.39 2.39 2.43 2.43 2.47 12,11
Beneficent Denartments .. .03 2,05 209 2.14 2,18 2.23 10.€9
Federal Grants .. ‘e 1.65

Misceltancous .. . 258 3.40 346 3.4 3.5 3.63 17.53
Btate Trading Profits . 2.00 2.00 2.00 200 2.00 2.00 10.00
Extraordinary [tems .o 2.75  2.63 266 2.69 272 2.75 13.45

Total .. 56.60 53.88 54.74 55.94 57.12 58.34 280.02

Sow ve.—FProvineial Govesament,
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Annex X(d) to Avpendix VITI

NON-DEVELOPMENT REVENUE EéCEES];T]{.’)]I)TURE OF THE GOVERNMENT

(Rs, in crores)

1974-75 1975-76 197677 1977-78 1978-79 1979-8¢ Total
Brdget Forecast Forecast Forecast Forece:st Forecast 5t Plan

Administrative Departments .. 19.80 28.95 31.84 35.03 38.53 42.36 176.71

General Admipistration .. 3.77  $.42 597  6.5¢ 7.2 .94 3311
Police .. . .. 1078 16.59 18.24 20.07 22.02 24,28 101.26
Othec- ., . .. 525 6.94 7.63 8.40 9.23 10.14 42.34
Developiosnt Departments .. 52.91 79.00 91.51 106.98 124.53 145.04 547.46

" Civil Works and Miscellane-
ous Public improvements .. 10.05 13.55 16.74 19.24 22.13 25.6 97.10

_ Agriculture " .. 1.78  3.39 3.89 4.48 515 592 22.83
Education . .. 29.38 43.76 S1.63 60.93 71.89 84.83 313.04
Healh .. .. .. 458 696 7.99 9.17 1058 12.08 46.73
Other .. v .72 1134 1165 13.16 14.83 16.77 6176
Debt Servioss . .. B.67 14.51 16.69 19.18 297 125.26 9.6
Otber Expenditure .. .. 8.86 20.89 12257 24.40 36.40 28.57 122.83
Subsidies e .. 6.70 7.37  8.10 8.91 9.%50° 1JO.7% “#4.9¢

‘Other Expenditure - .. 2:16 13:527 14.47 1549 1660 17.799 A.H

Total .. 90.24 143.35 163.01 185.59 211.43 241.23 944.61

Senrce.—Provincial Goveromeant,



Annex X(e) to Appendix VIII
S~ —————.——

REVENUE RECEIPTS OF THE GOVERNMENT OF NWFP

(Rs. in crores)

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80
Budget Forecast Forecast Forecast Forecast Forecast 5th Plan

Total

A. Proviacial Tages ..
' Land Revenue]

Agricuhura] Income Tax

. Provincial Excise .
Stamps ..
Registration
Motor Vehicies Tax
Other Taxes .

" {(Property Tax) ..

(Luxuries Tax) ..
(Blectricity Duty)
. . (Other) .
C. Public Undertakings
Iigation
Forest .. -
D. Other Reveuue
Civil Administration

~

Beneficent Departments

Federal Grants ..
Miscellanecus ..
State Trading Profits

Total

55 550 550 55 55 S350 27.5
0.7 0.0 070 070 0.0 0,7 3,5

0.0 0.1 001 0.1 001 0.0
0.40 0.42 0.42 0.42 942 042 2.10
0.70  0.68 0.68 0.68 0,68 0.68.. 3.40

0.03 0,03 0,03 0.3 003 0.15
2,10 2.06 2,06 206 2.06 0,06 10.30
1.0 1.60 1,60 1.0 1.0 1.60 §.00
©.38) (0.3 (0.37) (031 (0.37) (0.31 (1.85)
(0.40) (0.40) (0,40) (0.40) (0.40) (0.40) (2.00)
©.43) (0.45) 0.45) (0.45) (0.45) (0.45) 2.25)
©0.39) (©.33) 038) (0.38) (0.33) 0.38) (1.50)
0.40 040 040 0.40 040 040 200
3.90 3.8 3.8 3.8 38 3.5 19.40
040 038 038 038 038 0.38 1.9
3.5 3.5 3,5 3.5 3.50 - 330 17.5%
M.60 6.05 6.05 6.05 6.05 6.05 3025
140 0.65 0.65 0.65 0.65 0.65 3.25
120 110 110 110 1.10 1.10 5.5
1030 220 220 220 220 2.2 1500
L7 210 210 210 110 210 10.50
440 1583 1583 158 15.83 15.83 79.15

Source. —Provincial Goverament,
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Annex X(f) to Appendix VIII
NON-DEVELOPMENT REVENUE EXPENDITURE OF THE GOVERNMENT OF NWFP

(Rs. in crores)

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 Total
Budget Forecast Forecast Forecast Forecast Forecast Sth Plan

Adpitniytrative Departments .. 9.10 15.06 15,90 16.84 17.84 18.90 84.48

Gomeral Administration .. 1.70  3.41 3.61 3.82 4.05 4.29 19.18
Police .. . . 3.50 7.7 8.22 871 9.23 9.78 43.69
Other .. . .. 390 3.84 4.07 4.31 4.56 4.83 21.61

Development Departmeats .. 18.20 25,13 28.14 32.95 37.50 42.76 166.48
Civil Works Miscellaneous
Public Improvements 210 315 370 3.9 4.38 505 20.27
Agriculture .. 130 152 1,74 201 231 2.66 10.24
Education .. .. 11.20 14,82 17.04 19.60 22.54 25.92 99.92
Health .. - .. 2.70 3.5 4.03 4.63 532 6.12 23.60
Other .. . .. 0.9 214 1.63 272 295 4.01 12.45

Debt Services . .. 2,30 8.63 11.63 14.63 17.63 20.63 73.15

Otber Expenditure .. . 10.30 11.33 12.69 13.77 14.01 14.37 66.17
Subsidies. . . .. 8.00 8.28 8.5 878 9.04 931 43.94
Other Expenditure 230 3.05 4.16 4.9 4.97 5.06 23013

Teta! .. 39.9 60.89 68.36 77.29 86.98 97.56 390.28

Sourcs —Provincial Government,
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Annex X(g} to Appendix VIO

REVENUE RECEIPTS OF THE GOVERNMENY OF BALUCHISTAN

(Rs in crores)

1974-75 1975-76 1976-77 1977-78 1978-79 1979-8¢ Total
Budget Foiceast Forecast Forecast Forecast Forecast 5th Plan

A. Provincial Taxes .. .o
Land Revenue .. e
Provincial Excise .. .
Stamps .. . .
Registration . .
Motor Vehicles Tax
Qther Taxes
. (Property Tax) ..

‘ (I;Alxuris Tax)
(Electricity Duty)
(Other)

.Royalty oo Natural Gas

B. Interest Receipts - ..

C. Public Undertakings
Irrigation ..

Forest .. .- .

D Othet Revenue .. e
Civil Administration
Beaeficent Departments
Federal Grants
Miscellaneous

Total

680 1.10 1.20 1.20 1.50 1.50 6.50
0.40 0.50 0.50 0.50 0.60 0.60 2.70
0.10 0.10 0.10 0.0 0.10 0.10 0.5
0.10 0.10 0.10 0.0 0.20 0.20 0.70
0.30 0.20 0.20 0,20 0.30 0.30 1.20
0.20 0.20 0.30 0.30 0.30 ,0.30 1,40
(0.20) (0.06) (0.08) (V.08) (0.08), (0.08) (0.38)
() 0.09 (0.11) 0.11) (0.11) (0.11) (0.53)
(..) (0.02) (0.05) (0.05) (0.05) (0.05) (0.22)
(..) (0.03) (0.06) (0.06) (0.06) (0.06) (0.27)
5.70 . e . .
0.10 . 010 040 030
0.50 —0.60 —0.60 —0.50 —0.50 —0,50 —3.90
0.30 —0.80 —0,80 —0.80 —0.80 —0.80 —d.00
0.20 0,20 0.20 0,30 0.30 0.30 1.30
2310 11,10 110 1110 120 11.20 55-70
0.35 0,25 0.25 025 0.28 0.28 1.31
1.2 1.2 1.2 1.2 1.24 1.24 6.1
20.88  9.00 9.00 9.00 9.03 9,03 45.06
0.62 0.63 0.63 0.63 0.65 0,65 3.19
30.50 11.60 11.70 1i.80 12,30 12.30 59.70

Source .~Proviocial Government.
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2_nnex X(h) to Appendix V MI

NON-DEVELOPMENT REVENUE EXPENDITURE OF THE GOVERNMENT OF
BALUCHISTAN"

(Rs in crores)

1974-75 1975-76 1976-77 1977-78 1978-79 197980 Total
Budget Forecast Forecast Forecast Forecast Forecast 5th Plan

Admhistrative Departments .. 6.60 6.60 7.00 7.50 7.90 8.30 37.30
General Administration .. 2,14  2.14 229 2.39  2.47  2.55 11.84
Police .. . .. 312 312 327 36 3.92 422 '18.15
Other .. 0 134 134 1.4 149 151 153 131

Development Deparments .. 16.60 19.70 22,50 25.50 = 28.90 32.60 129.20

Civil Works and Miscellapeous -
Public Improvements ~ .o 6.00 7.42 8.40 9.20 10.25 11.95 47.22

_ Agriculture . .. 1.5 168 200 310 3.90 4.15 14.83
Education .- .. 574 .7.06 7.9 8.8 9.75 10.80 44.31
Heakth .. .- .. 230 294 3.5 3.6 410 4.7 18.84
Other .. . .. 1.00 060 07 08 090 1.00 4.00

Debt Services .. .. 130 48 520 57 610 6.60 2840

Other Expenditure .. .. 6.60 760 760 7.60 7.70 7.70 38.20
Subsidies. . . .. 560 7.0 7.00 7.0 7.00 7.00 35.00
Other Expenditure .. 1.005 0.60 060 060 0.7 0.70 3.20

Total ' .. 31.10 38,70 42.30 46.30 S50.60 55.20 233.10

Source —Provincial Government.
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Annex X(T) to Appendix VIII

OVERALL RESOURCES OF THE FEDERAL GOVERNMENT AND PROVINCIAL

GOVYERNMENTS DURING 1975-76 TO 1979-80

Rs in crorés)

Federal Government - Provincial Governments (’;‘otg])
' +
Deficit Provin- Total Deficit Provin- Total
cial deficit cial deficit -
Sbare (1+42) Share  (4—5)
1 2 3 4 5 6 7

1974-75 (base year)
1975-76

1976-77 .
1977-78

1978-79

1979-80

189.44 119.63 309.07 146.68 119.63 27.05 336.12
395.14 124.90 520.04  324.83 124.90 199.93 719.97
416.30 128.10 544.40  442.42 128.10 314.32  858.72
440.18 141.27 581.45 590.75 141.27 449.48 1030.93
472.96 153.93 626.89 ‘ 780.57 153.93 626.64 1253.53
. 513.56 167.91 681.47 1026.65 167.91 858.74 1540.21
Total 2238.14 716.11 2954.25 3165.22 716.11 2449.11 5403.36
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Annex XII to Appendix VIIT

FEDERAL REVENUE ASSIGNMENTS TO PROVINCES

(Rs in crores)

Total Divisable Bast West Punjab Sind NWFP Baluchis-
tan

Year Net Pakistan Pakistan
Collec- (@80°;) Share Share

tions (@54%) (@467
1970-71 .. .. 266.49 181.19 91.45 89.74 50,70 © 21.09 13.91 4.04
1971-72 .. .. 209.05 187.26 101.12* 86.14 48.67 20.24 13.35 3.88
1972-73 .. . 237.38 189.91 102.55 87.36 49.36 20,53 13.54  3.93
1973-74 (Revised) .. 239.70 191.76 103.55 88.21 49.84 20.73 13-67 31.97
1974-75 (Budget) .. 325.08 260.06 140.43 119.63 67.59 28.11 18.54 5.39

Total .. 1237.70 1010.18 539.10 471.08 266.16 110.70 73.00  21.21

e Amount actually released during the ycar was Rs 4}1.66 crores. Share for 1972-73 to 1974-75°
was retained by the Federal Government due to cessatjon of Bast Pakistan in December, 1971

Source.—Budget-in-Brief of the Federal Government.
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Ancex XII (a) to Appendix VIIX

REVENUE ASSIGNMENTS TO THE GOVERNMENT OF PUNJAB

(Rs in crores)

T R il p
" Customs . . . .22 9.88 198 976  22.84
' Federal Excise Duties 11.64 9.5 1018 1343  19.06  63.8%
Taxes on Income, . .. 20.12 22.75 20.13 7 20.92 19.96 103-88
SalesTax ., . 1867 1485 880 12.58 11T nm
WealhTax .. .. 026 023 031 087 058 2.6
Estate Duty .. 003 0.4 0.06  0.06 005 0.4
Total .. 500  48.67 4936 B8 6.5 266.16

: ‘Soarcé..—;Budget-in-Briéf of the Federal Government.

it |
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Annex XII(b) to Appendix VIII

ASSIGNMENTS TO THE GOVERNMENT OF SIND

(Rs in crores)

1970-71  1971-72  .1972-73  1973-74  1974-75 Total
Actuals Actuals  Actuals Revised Budget

Customs . . .e 0.51 4.1} 0.82 4.06 9.50
Federal Excise Duties . 4.84 3.97- 4.23 5.59 7.93 | 26.56
Taxes on Incotze. . i 8.37 9.46 8.37 8.70 8.30 , 43.20 .
Sale Tax . o 7.76 6.19 3.66 5.23 7.39 30.23 .
Wealth Tax . . 0.10 0.10 0.13 0.36 0.41 - 1.10
Estate Duty o . 0.02 0.01 0.03 0.03 0.02 0.1

2= Total 21.09 20.24 20.53 20.73 28.11 110.70

Source.—Budget-in-Brief of the Federal Government,.
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AnnuXH(c)toézpmdhvm

REVENUE ASSIGNMENTS TO THE GOVERNMENT OF NWFP

(Rs in crores)

1970-71  1971-72 1972-73  1973-74  1974-75 Total
Actuals  Actuals  Actualss Revised Budget

Customs .. . .. 0.33 2.70. 0.54 2.68 6.25
Federal Excise Duties .. 3.19 2.62 2.79 3.68 5.3 17.51
Taxes on Income. . . 5.52 6.24 5.52 5.4 5.47 .4
Sales Tax .. .. 5.12 4.09 2.42 3.45 4.88  19.96
Wealth Tax .. . 0.07 0.06 0.09 0.24 0.27 0.7
EstwteDuty ... .. 0.01 0.01 0.02 0.02 ~ 0.01 0.07"
‘ Total ..  13.9] 1335 13.34 13.67 18.54 73.01

Source.—Budget-in-Brief of the Federal Government.
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Amex XIT (d) to Appendix VIIT

REVENUE ASSIGNMENTS TO THE GOVERNMENT OF BALUCHISTAN

(Rs in crores)

1970-71 © '1971-72. 1972-73  1973-74  1974-75 Total
Actuals  Actuals  Actuals Revised Budget
Customs . . . 0.10 .79 0.16 0.78 1.83
Federal Excise Duties . 0.92 0.76 0.81 1.07 1.52 5.08
Taxes on Income . 1.60 1.81 1.60 1,66 1.59 8.26
Sales Tax . . 1.49 1.18 0.70 1.00 1.41 5.78
Wealth Tax .o . 0.02 0.02 0.02 0.07 0.08 0.21
Estate Duty . . 0.01 0.01 0.01 0.01 0.01 0.05
Total .. 4.04 3.88 3.93 5.39 21.21

Source.—Budget-in-Brief of the Federal Government.

3.97



Annex XIII to Appendix VIIX

GOVERNMENT OF PAKISTAN
FINANCE DIVISION

'(Budget Wing)

SUBJECT :—Federal Grants to Provinces

"The Federal grants-in-aid given to the Provinces can be divided into follow-
tng three categories :—
(1) Development Grants ;
(2) Non-development Grants ; and
(3) Subventions.

The above grants are discussed in the following paragrapbs.

Development Grants

2. Development grants are given to the Provincial Governments for specific
development schemes. Such grants are taken into account in the overall financ-
ing of the ADP. These grants can broadly be divided into two categories : (i)
for projects of overall national importance for which there must be adequate
provision in the Provincial ADP notwithstanding competing demands from other
grovmclal schemes and (ii) occasional grants given for individual schemes on the

asis of the merits of each case. The following development grants by the
Federal Government are provided in the budget for the current year (1974-75) :—

A. Cash Grants (Revenue Account) :
(i) Subsidy on Tubewells.
(ii) Road Development,
(iii) Grants for Workers Welfare,
(iv) Grants for specific projects.
B. Cash Grants (Capital Account) :

(i) Canadian Counterpart Fund.
(i) Food Aild Convention Fund.
(ifl) US Counterpart Fund.
(iv) US AID Local Currency.

3. The grants mentioned at items (i) to (iii) under *“ A.Cash Grants
(Reverue Account) " fall in the former category. It is considered that the
existing pattern for Federal grants for development schemes may have to be
continued. The nature and the quantum of grants of the first category would
depend on the priority attached to various types of development schemes of the
province or on the fact whether the Federal Government would take over the
entire responsibility for any hitherto provincial schemes. An example is erst-
while Federal grant for subsidy on fertilizer.

p—- o ——— e

I o
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Non-development Grants

4. Federal Government gives the following categories of non-development
grants to Provinces :—
(i) Grants for specific purposes.

(i) Subsidies which the Provinces canmot finance because of limited
resources.

(tii) Grants to meet situations arising out of natural calamities.

(iv) Grants to meet speciﬁc post-budget expenditure either because the
Provinces cannot meet the expenditure or because the liability was
created by Federal measure.

(v) Grants for meeting revenue deficits of NWFP and Baluchistan

worked out after accounting for subvention and grants of the first
three categories.

5. During 1974-75 the following Federal grants are being given to Pro-
vinces :—
(i) Grant for Transferred Institutions.

(ii) Grant in reimbursemtnt of expenditure on subjects transferred to
Federal Government under Interim Constitution.

(ili) Grant for KDA Master Plan.
(iv) Grant for Roads,

(v) Grant for Peoples’ Local Council and for Local Government Train-
ing Institutes.

(vi) Grant for subsidy on wheat.
(vii) Othet grants.

(viii) Grant for meeting revenue deficit.

6. (i) Grant for institutions transferred from the Centre to the Provinces.—
This is grant of category (i) mentioned in para 5 above. The Standing Re-
organization Committee, 1962, appointed under the chairmanship of Mr. Moham-
mad Shoaib, former Federal Finance Minister, recommended that some of the
fnstitutions|Departments, Schemes, etc. which were then under the control of

" the Federal Government should be transferred to the Provincial Governments.

The reason for the transfer of these institutions was that they belonged Lo
fields of Provincial responsibilitigs such as. Agriculture, Health, Education, etc.
The budget provision made in the Federal Budget during the years 1962-63 and
1963-64 was also transferred to the Provincial Governments. From 1964-65
onward grants-in-aid equal to the budget provision made during 1964-65 was
fixed. Federal Govetnment have since then been sanctioning annually a fixed
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grant of Rs 64.31 lakhs to various Provinces in West Pakistan as per following
breakup :—

(Rs in lakhs).
Punjab . . . - 18.05
Sind . . .e .o 19.79
N.W.F.P. e - . .. 25.11
Baluchistan < ee . .. 1.36
Total .o 64.31

[ncidentally, during the year 1973-74, the grant to Punjab was reduced
by Rs 10 lakhs and to Sind by Rs 5.07 lakhs representing the expenditure
on Manpower and Empioyment Exchanges which- subject was transterred
under the Interim Constitution to the Federal Government. This grant
is a historical anachronism. Once the expenditure has clearly become a pro-
vincial responsibility like other non-deveiopment expenditure it should have been
met from overall provincial resources, especially, when in consideration of their
increased responsibilities, their share in Federal revenue was increased in 1970.
In any case, the Nalional Finance Commission may consider the desirability of
recommending discontinuance of this grant.

- (il) Lump sum provision for reimbursement of expenditure incurred by the
Provincial Governments on subjects transferred to Federal ‘Government.—This
is also a grant of category (i) mentioned in para 5 above, The following four
subjects were transferred to the Federal Government under the Interim Consti-
tution but their administration remained with the Provincial Governments, who
acted as agents of the Federal Government, :— :

(a) Setting up and carrying of labour exchanges, employment informa-
tion bureaus and training establishments,

(b) Arms, firearms, ammunition.

(c) Opium, so far as regards cultivation and manufacture or sale for
export. ’

(d) Regulation of labour ard safety in mines and oil fields.

[n order to meet the expenditure on the above items reimbursable to the Pro-
vincial Governments, a lump provision is made in the Federal Budget. On re-
ceipt of their demands supported by actual expenditure incurred by them, releases
are made from this provision.

In the existing Constitution all the four subjects mentioned above have been
shown in the Concurrent Legislative list. The question of allocation of res-
ponsibilities to Federal and Provincial Governments in respect of above items
was considered in the meeting of the Governors’ Coordination Committee held
on 15th November, 1974. In accordance with decision of the. said meeting,
only the collection expenses in respect of Excise Duty on Minerals, (Labour
Welfare) Act, 1967 would now come within the purview of this grant.
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(iii) Grant for KDA Master Plan—Oa representation from the Provin-
cial Govermmeat, 1he riuue  vhaswr  Wwas picased to . sancuon a graot
of Ks & lakus for we conunuance ol (he Maser rian Lepanment uf hUA
with eliect irom 1973-74.

(iv) Grant jor Roads.— L bese grants ar¢ made 0 finance expenditure
incurred by Provinces on nou-developiernt accouni on works relaing to Central
Koaus and Koads of Nauonai Luporauce.  1he sie oi these grants depends oa
the projecied expenditure dwiiig a parucular year us dssessed 0y e Lommuii-
cadons Division. Suice this grant 18 1ntended 10 ensure maintenance of essen-
tial roads, it may bave 0 be coatinued.

(v) Grani for Peoples Local Counciis and jor Local Government Tra-
ing Institutes.— Lhese giants-in-aid to the Provincial Governments represent
6Uve cxpendiure mcuried on local governinent \nsuiculions, eic. hnanced by the
Federdl Governmeai, Tne quanium Of tucse pgranis may vary according to ihe
actual expenditure falling to lue sbare of the Fegeral Government. Since, under
the Consutuuon this 1S purely @ proviucial responsibiity, the National
Finance Commission may like 10 tuke this expenditure into account in the new
dispensation and recommend abolition of this grant.

(vi) Gramt for subsidy on wheat.—The issue and procurement prices of
wheat are fixed by the Federal Government to maintain uniformity of prices in all the
provinces. The differential belween the procurement price (including ‘'some
incidentals) and the issue price results in a loss on this account. In the Finance
Secretaries Conierence held on 1¥in Aprd, 1973 the Finance Secretaries Punjab
and Sind raised the issue that the increased differential between the procurement
and issue prices was placing the wheat growing provinces in a disadvantageous
position and this subsidy should bs picked up by the Federal Government.
Since 1973-74 the entire loss borne by the Provinces on this account is picked
up by the Federal Government through this grant. Since burden on this
account may fluctuate heavily as a resuk of Federal decision on the procure-
ment and issue prices and the withdrawal of Federal grant may militate against
the objective of self-sufficiency in wheat, even though primarily this expendi-
ture is a provincial responsibility, the grant may continue.

(vii) Other grants lo Provinces.—During the course of the financial year .
when the provincial governmeats are confronted with unbudgeted expenditure,
requests for Federal grants arc examined on merit of each individual case and
extra-budgetary grants are made to them,

(viii) Grant for meeting revenue deficit—Assessment of the resources of
“the Provincial Governments is made annually to determine their non-develop-
ment revenue surpluses and deficits. In the case of NWFP and Baluchistan
which are deficit provinces, the entire revenue deficit is picked up by the
Federal Government and rcleases are made in monthly instalments. As a result
of transfer of royalty and excise duty on patural gas to the provinces, the
‘budgeted revenue deficit of Rs 14.07 crores of Baluchistan province has
almost been completely wiped out. During the next year an amount of about
Rs 25 crores is estimated to accrue to them on this account and accordingly
this province is now expected to become financially viable.
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For current financial year only, the Federal Government has given
grants also to the provinces of Punjab and Sind to meet additional expenditure on
account of Ration Allowance to Police and for meeting expenditure on grant
of Special Dearness Allowance on Pay and Pensions as detailed below :—

(Rs in lakhs)

Punjab Sind

Ration Allowance to Police .. . . .o Ve 164.49 143.94
Special Dearness Allowance .. . .. . .. 1391.50* 836.00°
Total .. 1555.99 979.94;

. *Net figure after adjusting additional resources on account of sugar profits and increase in
€xcise duty on natural gas.

Subventions

7. In the wake of introduction of Government of India Act, 1935, Sir
Otto Niemeyer was appointed to make recommendations for the assignment of
revenue and sharing of taxes. He recommended an annual subvention of
Rs 1 crore for NWFP. This was enhanced to Rs 1.25 crores by Sir Jeremy
Raisman in 1953, NWFP kept on receiving this subvention till the creation
of One Unit in West Pakistan in 1955. At this stage, administration of some
more tribal areas, previously with the Centre, was entrusted to the former Go-
vernment of West Pakistan and the assistance was enhanced to Rs 2.99 crores
‘with the following break up :— :

SRR |

(Rs crores)

(i) Subvention payable to the former NWFP .. 1.25
Government.
(ii) Assistance to meet revenue deficit of new .. 1.02
. areas entrusted to former Government.
(iii) Assistance for maintenance of strategic roads .. 0.72

Total .. 299

On the re-emergence of the four Provinces in West Pakistan with effect from
1st July, 1970, some of the tribal areas reverted to the Federal Government and
the Provinces of NWF and Baluchistan were allowed assistance of Rs 1.55
crores and Rs 0.92 crores respectively according to the area that went to
them. It is for consideration of the National Finance Commission whether the
above fixed subvention and other assistance, which has become out of date in view of
the fact that since the dissolution of the Province of West Pakistan, the entire deficits
of these two Provinces are being picked up by the Federal Government, should still
continue. The likelihood of the Province of NWF continuing to be a deficit pro-
vince under the existing financial arrangements between the Federation and the
Provinces, may be taken care of in the new dispensation to be recommended
by the Commission,

PR
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Annex XIV to Appendix VIII

GOVERNMENT OF PAKISTAN
FINANCE DIVISION
SuBJECT :-——Borrowing by the Federal Government

. The Federal Government’s internal borrowing mainly comprises the follow-
ing :— i
(f) Market Loans and

(i) Treasury Bills,

Market Loans.—These are geperally raised through open market
operation. The main purpose in raising these loans is either to refinance the
maturing loans or to secure funds for meeting our ways and means gaps and for
additional] requirements to finance the development programme.

Treasury Bills.—These are short-term investments made by banks, specialized
financial institutions and autonomous bodies in Government bills having a maturity
of ninety days. Such investments lend ways and means support or otherwise
enable Government to meet short-term cash requirements at a cheaper rate of
interest than that applicable to long-term borrowing like market loans. Treasury
bills are sometimes floated by Government to meet special requirements such as
payment to IMF or other international agencies.

2. The borrowing power of the Federal Government is derived-ffom Article
166 of the Constituion. According to existing practice which is in vogue since

Independence, the size of the Federal Government’s borrowing from the market
is usually determined at the time of framing the budget of a new financial year.
This determination is based primarily on the quantum of a maturing loan. Govern-
ment's borrowings are duly included in the Annual Budget Statement which is
placed before the National Assembly and these are thereby brought to the notice
of the Legislature. The enclosed statements* show the data regarding the amount
of the market loans that matured for repayment during the period 1970-71 to
1974-75, the gross amount of new loans  raised, and the net receipts
from this source during the said period.

* See Boclosures I IT and 11T at pages 104-106.
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Enclosure I to Annex XIV

SUMMARY
(Rs in crores
Redemption  Gross receipt  Net
Financial year of maturing from new receipt
liabilities loans
1970-711 . . . 88.60 131.75 43.15
1971-72 . . 24.14 56.31 32.17
1972-73 .. . .. 26.85 .. —26.85 (Discharged in cash
without refinancing
arrangement).
1973-74 e . 48.56 58,09 9.53
197475 . .. 21.80 36.59 14.79
‘ Total . 209.95 282.74 72.79

Note.—Further details as well as the outstanding obligations of the Federal Government

in respect of market loans and treasury bills during the period 31st December, 1971
to 31st January, 1975 are given in the attached statements. (Enpclosures 1I and III

at pages 1035-106),
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eSS RIS S SE Rt st B S S SRR e U S S - __.Endosure 11 to- Annex xw
( Poane e VTR Vi ;’r TR Ye & :‘_..‘ - Taa e sy
DBTA]'L" OF MA’I'URITIES AND FLOATATION OF; MARKET LOANS DURlNG 1970-71 TO 1974-75

e
PIRTOL QY it MOUY A% ik . VINTLS

Mamdngboacgc. "‘1"( Date of ** " Amount to - - Fresh Loans lssued ' iz Gross - Net feceipt

maturity, bercdecmed Voo - e receipt (column 6
oope 1 : ., (Rs crores) . e D . (Rscrores) minus 4)
' l P E ';.;';‘? 2 o 3 T '.'; 4 '1 .. o s e et 6. T ,;.7

T . - e TRV it re mtte SRR —
197071 .. . .. (1) 3% Loan 1969-10 20-7-19170 530 i (l) 5-1/4% Loan 1977-78 (20-7-1970) 30.30

) 3% Loan'1970 210970 . 30.00 . () Sha% L‘}an 197778 (Re-issue) 34.19

@) 5% Defence Bonds 1970 8111970 18.89  (df) 5-3/4% Loan 1990 (2-10-1970) " - 16.49
) B2 CLoad 197091 61977 3441 0 () S-UAY Loan 1979-80 (14-6-1971) 31.91
EE L e ' L . (¥) 6% Loan 1991 (14-6-1971 t0 10-7-1971)  18.86

Total .. = 88.60 131.75  43.15 :

witgs L 4% Loan 1972 (561972 - A4 o 6%Lean 1982 (ASG197) - . 5631 - 327

197373, ¢ .. 5% Loan 1971712 2971972 26.85 Discharged in cash on 29-7-1972 v 26.85, .
U (R A AT IO A LA : . I I TATRRS SO Ny e . ) ,,‘[. i ‘,
y AT TRy s 4%, Loan 1972-73 28-7-1973 . 48.56 6-172% Loan 1982 %3(38-7- 1971) U 'sg09 .88

ey

4% Loan 1974 27-7-1974 ’ 21 B & 1/2% Loan 1986 (2? 7. 1974) e 36.59  14.79

LY L (B2 OF DidRiial— (197071 10 197475) .. 209.98 1 1217yt Y2 oun 282 .78/ 1 g; P

IR E
OOUZIVVPDIVYC BYTYRCE? 1V BERRFCL O BYKIZIWY ENLLE TOVYe YD EICALVe DERL

EuCi020L, (1] 10 YOREX ZfA

<Ot



Enclosure III to Ammex X1V

OUTSTANDING BALANCES IN RESPECT OF PAKISTAN RUFEE LOANS AND FLOATING DERT

(Rs in lakhs)

PARTICULARS OF DEBT

OUTSTANDING AS ON

REMARKS

1. Permanent Debt—

31-12-1971
*  Iptermal Rupee Debt .. .e .e 76391.16
Market Loans (Public Debt Office, Dacca) .. .e 1658.26
Maiket Loars (P.D.O. Karachi and Lahore). . 74732.90
National Prize Bonds (P.D.O. Dacca) .. .e 2.46
National Prize Bonds (P.D.O.' Karachi and Lahore) .. 2200. 16
II. FLOATING DEBT .e .o e .e 45731.11
(1) Bills for Ways and Means Advances .. .o 22496.00
(¢i) Annuity Bills .. . . . 353,10
(fi) Bills created to cover losses on sccounts of devaluation
of pound sterling and Indian rupec .. .e 09.88
(iv) Bills for payment to IMF .o . .e 1426.53
(v) Bills for loan to Investment Corporatjon .. 1000.00
(vd) Bills for loan to East Pakistan Province . 1317.50
(vii) Bills for loan to West Province Province. . . 1757.25
(it} Bills for loan to Pakistan Insurance Corporation. 754.30
(fx) Bills to meet losses of State Bank .e . .e
(x) Treasury Bils on Tap .. . . .e 14916.55

(xi) Government Treasury Deposit Receipts .

3061972 3061973 30-6-1974
81987.89  77165.12  78182.01
1658.07  1656.21  1655.03
80329.82 75508.5) 706526.78

2.46 2.46 2.45
2271.42  2762.05  4065.48
4933113 69495.74  57393.91
28295.23  26316.66  27495.00

353.10  302.80  254.16
1709.88  1709.88 ..
1426.53 142653 ..
1000.00  1000.00 .
1350.44  1418.80  1390.63
1640.10 115580  921.50
454.30 45430 ..

. 6982.77  6982.77

13101.00  27224.90  14496,00

.. 1503.30  5853.85

31-1-1975

84324.47 Including

1655.61

82608.85

2.45
485176

58223.54

28264.00
207.28

.

1527.89
804.35
6982.77
12629.25
7808.00

outstanding
amount of discharged

loans,
Including
Bonds

Ticludine Trcome-lax
and Goverment Bonds

Income-tax

Retired in full on'3-12-1978
Retired in full on 28-3-1974
Retired in full on 28-3-1974,

Retiredin fullon 28-3-74,

501



B 2N

——

ot g e
P

.un
Appendix lX

SUPPLEMENTARY WORKING PAPER FOR THE SECOND MEETING
OF NATIONAL FINANCE COMMISSION

Government of Sind have now furnished revised projactions of their revenue
receipts and non-development revenue expenditure for the perind 1975 to 1980
(Annexes I and IT)*. According to the new working. thr cumulative revenue
deficit of that Government is now estimated to bz Ps 708.42 crores against
Rs 664.59 crores projected earlier, or a deterioration of Rs 43.83 crores in

Provincial resources.

2. Federal Finance Division too has reported that rice profits (shown as
trading receipts) during 1975-76 would be Rs 42.59 croras instead of Rs 103.40
crores earlier estimated thereby showing deterioration of Rs 60.81 crores annually
or a cumulative decrease of Rs 304 crores over the five year period.

3. Taking into account the aforesaid™changes the overall total resource
gap of the Federal and Provincial Governments amonnting to Rs 5403.36
crores worked out in Annex XI to Appendix VIII (page 92) vill now increase to
Rs 5751.24 crores.

_ 4. Government of Baluchistan have asked for the collection of the following
information for their use :— ‘
(@) Total investments of development expenditure from 1955 to 1970.

(8) Loans (foreign and local) waived off by the Federal Government
in case of each Province.

(¢) Incidence and collection of taxes comprising the divisible pool since
1955 to 1970.

(d) Price index of construction materials and other commodities for the
last ten years.

(€) The rise in contract rates for the last ten years.
(f) The wage index for the last ten years.
(g) Population figures of the four Provinces.

5. Information regarding population of Pakistan has been obtained from
the Census Commissioner and is enclosed (Annex IID)t. 1t is for the consideration
of the Commission whether the rest of the information desired by the Government
of Baluchistan may also be'collected as it is or the Commission weuld like to
devise a uniform proforma for collecting information for its use.

¢ Seer pages 108-108.
.S page 10
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Annex I to Appendix IX

IR )
ISR R

(Rs in crores)

sptteves qigrs e
Geel

sUaLrss o
Jeritbey wun
Al aievin fi T

1974—75 1975-76 1976-77 1977.78 1978-79 1979-80 Total

~ Budget Forecast

Forecast Forecast Forecast Foreeast

Sth,
Plan

7o)

L0
Y

4t

‘}EI; \A?c:al Taxes .. . ... 32.16 . 32.55
Oﬁ Edhe '!&cnue‘ ©5.00 ' 4.00
VUL - ! : . o
Agncumrallmorrc Tax ... '0.06 . 0.06
Provmqax Fxcise .. 3.30 4.09
9910 R
Gf Re,ps 21 o . R 4 12 4.60
! P”éx’z}ér‘én""" 042" “0.43”
Motor Vchicle Tax 4.22 4.84
siiwollol oy oo o T
Other Taxes .e . 15.04 14,53

O@toperty Tax) ot - ..
$reoriurnges Tax) o0 -,

_ (Electricity Duty

aani?(é%% ulc.?é'?-'i.i;. . L
E:IFWBM-Q'», 1 e

C. Public Undertakings
Irrigation
Forest ..

D, Other Revenue

m(tj] i‘l il,
noan ubﬁu,,’ﬂpqn

SnpeBem
01 oAt bluaw i

i l’]") 1y PR

Grants ., .. ., 1 ;Il':’:ui
- mm'———.':"” D

State Trading Profits’
Extraordinery Items
Total

thents'- . ;

“4.55) (4.11).
' (3.85) (4.33)
(2.84) (1.92)

.71 34.95 36.25 37.62 175.08

400 400 400 400 20.00
0.06 0.06 006 0.06 .0.30
430 451 44 4m 2.6
42 ST s 603264
043 0.4 0.45 . 0.45.: 2,200
SN 5 s 6 2.8
14.83 1513 . (5.4 - 15.76 95,89

4.17). (4.24): (4.30) :(4.36) (21.18)
(4.46), (4 59). (4.73) . (4. 87) 22.98)
(l 96) (l 99) Q. 02) (2 05) (9.94)

THR) @i @2 Ganla. 1) 48 (21.59)
(S 222 249 303, BSTAN 15.42

8. 21 . 6.10 6.15 6. 21 : 6 26 6 33 31.05
721 - sos""'é'bs’“_'"ﬁ'sio's' “sos 505 25.25
1.00 'los"llo"ns 121i_112§ 5.80
1333 1411'1433 1461 14.83 1§o; 73.00
231 33530 8 26724 na,

; _z‘.o:‘a‘- "2.08 2,09 ‘? 2.14 ,--2"?,]'; 2.25° 10iey
1.65 »: werln lrae iiopeevusreeritiiive | vildel:
OASUBAS 3600 368 375y any-
. 200 L4 318 3.2 32701 eat »16.12
205308 312 34 320 3.3 15.9%
. 56.60 54.98 $6.73 55.30 €0.51 .13 154.35
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Amsex 11 to Appendix TX

NON-DEVELOPMENT REVENUE EXPENDITURE OF THE GOVERNMENT OF SIND

_ (Re in crores)

oy

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 Total
Budget Forecast Forecast Forecast Forccast Forsca‘st! 5th
LR K] [ I(F]an

Administrative Departments .. 19.80 25.99  28.58 31.44 34.59 . a&os 158.65
- Genéral Administration ..  3.77 5.42  5.97 6.5 7.2 7:947 33.11
Cpafices .. UohS .. 1078 16.59 18.24  20.07 22.08 24i28" 101.26
6}1’:&:' Lo 5.25  3.98 4.3'7""""4"81'”""5“26"“""3"33“ 24.28
DevelopmentDepnrbnems s2.91 86.10 99.94 11612 134.88" “56'6d 593.69
&A1 Works and Mnseenaneous sonizar el 1
:-dehclmprovcments US 1005 14.65 15.59 1671 17.90 19.24:1784.09
S Agricultore .. .. 178 339 3.89 448 515 5. 9372283
:‘"E&ui:éﬁon 2938 43.75 51.63 6063 H89 di 83" 313 04
“fealh .. - 458 696 1.9 9.7 105311 “of V46,73
(?)mer . g2 17.34 2084 248 23"5{1{;".",‘5?‘4‘ ‘%\11”1’27.06
Debt Serviees ;- .. 867 1451 166 19.18 2187 2526 97.61
Other Expeaditwre .. - - .. B.86 24.86..28.13 29.71..33.74..36.59. 153.03
Subsidies .. . g iTas s 6T H0ie” Briey 30191 100.30
Othser Exponditare . 2.6 7.40 846 9.08 1211 15.68 52.73
Total

.1 9034 151.46 173.34 196.45 225.15 256.58 1002.98
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Annex 111 to Appendix IX
*“

POPULATION OF PAKISTAN

L. Total Pakistan .
(a) Federal Capital Area .. ..
(b) Federally Administered Tribal Areas
(c) Provinces
Punjab
North-West Frontier Province .e
. Baluchistan
I1. Total Provinces . .. . ..
Sind .
North-West Frontier Province
Bahichistan
1II. Axzad Kashmir and Nerthera Arcas
Azad Kashmir
Northern Areas

6,49,30 100%
2,36 0.36%
24,86 3.83%
622,58 95.81%
(3,75,08) (57.712%
(14008)  (21.56)%)
(83,37 (12.897%
(24,05) (3.70%
6,22,58 100%
3,75,08 60.25%
1,40,08 22.50%
83,37 13.39%
24,05 3.86%
19,73 100%
15,58 78.9
4,15 21.1

Source.—Cencus Commissioner, Government of Pakistan,
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Appendix X

WORKING PAPER FOR THIRD MEETING OF NATIONAL FINANCE
COMMISSION

1. Minutes of Second Meeting.-—The minutes® have already been circulated
to Members of th: Nationa! Finance Commission and official participants under
NEC Secretariat letter No. F.2{i)-NFC/75 dated the 14th March, 1975.*% These
are now to be considered and confirmed. .

2. Report of Working Group.—The National Finance Commission at its
last meeting held on 20th February, 1975, appointed a Working Group to prepare,
on the lines of broad criteria indicated by it (ef. paragraphs 23-24 of minutes),
projections of revenue resources of the Provincia! and Federal Governments for
the five year period from 1975-76 to 1979-80. The repoit (Annex I1) t of the
Working Group received by the Scoretariat under Convenor's lstter § dated the
20th March, 1975 is attached  for consideration of the National Finance
Commission. According to the report, the summary position of overali revenue
resources of the Provincial and Federal Governments is as under :

(Rs in crores)

Assessment Assessment
according according
to Provincial to Federal
Govern- Govern-
ments’ repre- ment’s repre-
sentatives sentative
L. Provincial Governmeants {combined) :
Revenue Receipts . .. o e 1279 1139
Non-Development Revenue Expenditure .. e 3451 2084
Surplus . . . .. .. —2172 —1845
IL Federai Government :
Gross Revenue Receipts .. . . . 8732 8603
Non-Deveiopment Revenue Expenditure (eluding subsidics) 7561 7561
Surplus .. .. . .. .. T un 1132
L Orverall Surplus .. . . .. . —1001 —73

However, there are certain issues and arcas in the report concerning these pro-
jections that need careful consideration and decision by the National Finance
Commission to achicve consensus.

3. Datg of Locational Investment of Federal Agencies and the Government
during Plan Periods.—Following the first meeting of National Finance Commission,
the Secrctariat at the rcquest of the Member fromi NWFP had written to adminis-
trative Divisions and Agencics of the Federal Government for data on ** quanti-
fied locational investment of the Federal Agencies and Government during the

® Appendix 1I at pages 20—26.
** Not printed.

t Pages 1M4-135.

$ Page 113
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Plan Periods so far ”.  The information received has been tabulated and is attached
in—five different tables as under :

' Table 1.—Commion (Annex X—pdge 153):"
Table 2 —In area of Pumab Province (Annex XI—page [154).
Ta.blc 3.—In area of Sind Provmce (Annex X1i—page 155).

" Table 4.—In area of NWF Province (Annex X1lI—page 156)
Table 5.—In area of Baluchlstan Province (Annex X1V—page 157)

[ |ll|

AR

Infonnanon frorn the Commumcauons Division, Education Dwmon, and Agenc1cs
under them has not yet been received. lt will be submitted to thc Comms10n
after it |s( avallable. ‘ i rean
wii 4, Data on Econormc Indxcators —As stated in the workmg paper fof it
second imeeting; Governments of Sind and Baluchistan requested the Setretafiat
to collect data on certain cconomic indicators specified by them. The. becretana;
accordingly addressed the Provincial Governments and the concerned Divisions
and Agencies of the Federal Goverament on the 7th March, 1975. Information
thiaY has become available so far has been included in the proforma at Annex XIV

(pagg 1;8—160) .
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Annex I te Appendix X

' ' GOVERNMENT OF PAXISTAN

MINISTRY OF FINANCE
_~=% {lslamabad, the 20th March, 1975

B -~
' FroM :-
M. A. G. M. Akhar,
! Additional Finance Secretary (Budget) and
' Chairman of the Working Group.
To
The Secretary
National: Finance Comunission,
ISLAMABAD.

SUBJECT :—Projections for the period 1975 to 1980
DEAR-SIR,

la pursuance of National Finance Commission’s decision dated. 2(0:h
February, 1975, I forward hercwith report* of the Working Group appointed..by
the. Commission for working out projections of Federal .and Provincial Govern- .
ments for the period 1975 to 1980 with the request that this may kindly be .sub-
mitted to the Commission for consideration.

....-With kind regards

Yours sincerely

M. A. G.M. AKHTAKR

*See ‘Anncx II at pages 114—135.
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| Auzex It to Appendix X

REPORT OF THE WORKING GROUP ON PROJECTION OF RESOURCES
OF THE FEDERAL GOVERNMEN! AND fhE PRUVINCES FOK
THE PERIOD 1975—%0.

In the meeting of the National Finance Commission ieid on 20th February,
1975, it was deciocd o consutute a Working Group comprising the Additonal
Secretary (Budget), Federal rinance Division, a5 IS Unauman and linance Sec-
reianes oi e Frovinces as memuers, W WOrk Oul piojciuous Ol IEVENus [eSources
vl the kederal and Provincial Governments for the uext lve years (1¥75-76 w
1979-80) and 1o supmut a report 1o the Coinnission. it was aiso decided that,
in doing s0, e ‘Working Group would first deicriaune the revised esumates of ex-
penditure for the year i%7/4-7/> on the basis of speclic adaiuouali burdeas and
new services underlaken besiges the exusung dever Ol laculiues available in the
{enue and loe Proviices, aud also  giving e dctuals 1or loe  year 1973-74.
Based on e revised eslybaie s0  delermued and, aler exciuding tae non-re-
CUrIng buraens relaung w e Currenl yeul, d vasc 100 Projecuon «nd e rate
Of growill were requueu o beé worked out

2, lhe working Group held 118 meeungs on 2/ rebiuary, 1975, Sth
Marcn, 1¥/> aud luwl viaicn, LY/5.  LODSELsSUs was 1cucied i toe proceedings
Of D€ Workilg Uroup of moSt Of W€ News ul [ECCHPs aud expeadiiure I e
esumales suouuiled by lne rederal and Frovinclal Loveraments. HOwever, ua-
anumity cowd not beé acnieved 10 [especl Ol a iew llems. Lo ihe case of Federal
UoveLuiuent, agrecuent cowd 0ot be achiévea 1w n:spect oL export Jduides.
dunuagy, agiecuuenl could aiso nol e fedcded regarGuly UMIGAUOND receipls,
mierest ieceapus, €. W rIoviucidl esumates,

3. The esumates of Provincial Governments were discussed 1 the meelings
of e Wuiking LIVUP DEId ON £/ FeDiualy ana dll adCll, 1Y/, A gl o
Ui dascussiuls 15 gAvel DEIOW, .

PROVINCIAL PRQOJECTIOND

Revenue Receipts—Tax Receipts

4. Royauy and Excise Duty on Nawral Gas.— l'he projection has been
made on e Dasis Ol We eSlmaks numsned LYy uie COK alyg avaiuladl Icsouiccs
DIVISION, WUU € We Cutlcvuly agClucicd. A giowul luw Vi 070 ilds DeCh auop-
ted,

>. Land Revenue—lt was decided that growla rate of 3% may be adop-
ted 10 50 1ar as toe provinces oI Nwiri aud Baluclusiau are conceined. rinance
DeCIelly, FULjdD, aglted L0 4 GLOWLL fale Ol 270 Wiue ridduce docrelaly, S
Slaled Widl Uuc W lal 13i€ SYSwill UOUUCed il WC piovinee We glowu e
laga revenue 1 W FIoviace Ol dING wWowd be wl, L was coasiucred by e
Icpreseulauye Ol We reacral Loverament WAl keeplug i view e growdh of
FeVeUUC W PIEVIOUs years, al least D7 growuwn shuwu be piojecied ia 1cspect ol
0O LIESe proviuceS. 1S FUldo rfilduce dCLeldly slaicd lat 1 thal case e
lale snowa pbe applied 10 all e provinces.,  biuauce décrelanes Nwht  and
Baluchisian stated Wnal the benent of larbela Dam would laigely go o wie Punjadb
and Sind, inis scoeme would augment Kabi waier requirements and ensure
aaequacy of water supply lhroughodl the year. >OmC aadiuonal and would be
brought under culuvauon. lhe number ot tubewels was nsng al We rate of
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10% and efforts were being made to eliminate water logging und salinity condi-
tions over large affected tracts. It was therefore decided that these two provinces
should adopt a growth rate of 59, and NWFP and Baluchistan 3%. This was
agreed to. Accordingly, in Enclosures to Annex III growth rate of 5% for Punjab
and Sind, and 3% for NWFP and Baluchistan has been adopted. As regards the
base, this has been determined keeping in view the actuals for the last year and
the growth rate. In the case of Sind, while the actuals for the year 1973-74 were
Rs 6.10 crores, Finance Sccretary Sind stated that on the basis of actuals for the
first five months, receipts for the whole year (1974-75) would not be more than
Rs 4 crores which should be taken as the base for projections. He stated that
the growth in the last three years was mainly because of the realization of arrears
and that the bulk of the dues had already been realized. It was decided to include
a base of Rs 6.10 crores in Enclosures to Annex II based on the assessment of
the Federal Government's representative, and Rs 4 crores in Enclosures to
Annex IV based on the views of the respective Finance Secretaries. :

6. Other Provincial Taxes.—Agreement was reached after discussion with
regard to the base and growth rates in respect of other tax receipts of the Pro-
vincial Governments, the growth rates being as follows :—

Agricultural Income Tax . .. .. Nil
Provincial Bxcise .. .o .. .. 5%
Stemps .. .o . Y & 4
Registration . .. .. .. 6%
Motor Vehicles Tax . .. .. 1%
Other Taxes and Duties . . .. 12%

7. Non-tax Receipts—Excepting irrigation and interest receiots, general
agreement was reached after discussion and examination of the growth in revenue
in respect of pon-tax receipts. The following growth rates were adopted for the

receipts indicated below :—

Administrative Departments Ce e e S
Beneficent Departments . os®m
Pensions .. ce e . Nil
Stationery . - ‘e .. . .. 5%
Trading Profits . " . . 5% -
Other receipts .- .. .. .. 5%

_ 8. As regards Forests, it was decided to applv 20% growth rate to NWFP,

10% to Punjah and 5% in case of Sind and Baluchistan. Higher percentage was

adopted in case of NWFP keeping in view the fact that the prices of timber were

rising and that pilferace, theft, etc. would be checked. Finance Secretary NWFP,

however. stated that he would agree to 20% growth in Forest receipts subject to

Htting of ban on cutting down of mature trees. . - : A

9. In regard to irrigation receipts, the Provinces of. Punjab, Sind, NWF:and
and Baluchistan showed in the revised estimates 1974-75 on a net basis minus re-
ceipts of Rs 9.14 crores, Rs 5.49 crores, Rs 1.80 crores and' Rs 1.51 crores,
respectively. All the four Provincial Finance Secretaries were of the, view. -that
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-expenditure on irrigation works should be assigned a growth rate of at least. 15%
~vegardless of the receipts from this source. For gross irrigation receipts, the
~Provinces other than Sind agreed to a growth rate of 3%. Government of Sind
.stated that because of flat rate system there would be no growth. Finance Sec-

- retary, Baluchistan stated that keeping in view that heavy outlays were being

-made in the two. provmces in the sinking of tubewells, which were being subsidjz-
ed, the gross receipts of Punjab and Sind should show higher growth rate.
-Federal Government’s representative stated that irrigation was a service and
ithere was no justification for subsidizing this service at the cost of tax payer,

~specially as substantial investments were taking place by way of replacement

--works, like Tarbela Dam, to bring more area under cultivation. There was

plittle reason on equity grounds for this discrimination between the irrigated and

~.nen-irrigated areas since the farmers in the former group are generally better off.

+ Hirher water rates are not likely to discourage aggregate production as . appre-
hended but, on the other hand, may result in more efficient use of available water
and improvement of existing facilitics. In the long term projection, as in- the

“.present case, the gross receipts should at least be equal to the. working expenses

including interest charges. Accordingly in Annex IIT*, the projection has been
made on the basis of nil net irrigation receipts. In Armex IVt, the projection is
as agreed to by the provinces separately for gross receipts and working expenses.

10. As regards interest receipts. Finance Secretary Sind statéd that there
would be no growth in these receipts in his province because a large number of
loans granted to automomous bodies have been converted into grants. The pro-
vinces of Puniab, NWF and Baluchistan agreed to adopt a growth rate of 3% in
their proiections. Federal renresentative pointed out that, with larger amounts
of loans being given by the Federal Government to the Provinces, parts of which
are passed on to autonomous bodies and the fact that 15% growth- has been
nmnosed bv- the provinces for loans and advances given bv them, the interest
receints should be subiect to a growth rate of 15%. Accordinelv, in"Annex TTI*,

“'proiectinn of interest has been made at the rate of 15% and in Annex TV$

_on he-basis agreed to by the provinces.

1. Tn revised estimated 1974-75. all grants by the Federal Govemment
inclndine thnse for meetine revenue deficits. have heen worked out:after account-
ino for subvension and other recurring grants. These include post-budeet Fede-
ral orants as well. Tn the hase and future projections. however, only the grants
other than those intended for meeting revenue deficits: have been-adopted.

Non-develnpment Revenue Expendifure

12. Revenne Crllecting Denartments-—Tt was decided that once the base
for the carrent vear has been fixed after adding to the actuals for 1973-74 the
additional, burdens incurred after that vear, a 6% growth rate for pro;ecnon for
the next five vears would be reasonable.

;o 13..Civil Administration —The base for expenditure on Civil Administra
_hm! has heen fixed. after addine to the actuals for the vear 1973-74 the additional

. A.;mhﬂmes and commitments of recurnng nature including the special dearness
- radowance and allowing a 6% increase on account of increments.:etc. -It #was
- aarped that on fhe enlareed base 6% arowth rate would' be sufficient-to cater. for

increased burdens in future vears. "The ficure of revised estimate: arrived-at by
the Puniab Finance Secretarv was Rs 36.62 crores while the Federal- Govern-

! ,,gmm:q representative considcred that.it should not exceed Rs 34.43 crores. The

- diflerence,of Rs 2.19-crores in the two figures is due to the fact that the Puniab
-r&crcnmy assessed the effect of special increases during’ 19‘74-75 under: General

FeSET pages 127.-1350 i

+See pages 136144,
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Administration, Police, Administration of Justice and Miscellaneous Departments
" to be Rs 5.61 crores while the Federal represeniative worked out this effect to
be'Rs 3.42 crores. The other agreed increases are as under :— ‘

Actuals for 1973-74 .. .. .. .. 2396
Add : (a) 6% normal increase on account of increments .. 1.44
(b) Special dearness allowance .. .. .. 3.74
(¢) Increase in ration allowance .. .. o 1:87

14. A word here about the development strategy. The completed
.schemes which have been transferred from the development to non-development
side place increasing burden on the Federal and Provincial Governments on
:account of their maintenance cost. Most of the expenditure, according to the
definition. laid down by the Planning Comimission, is non-productive. While- the
gress national product has grown at an avcrage rate of 3.3% during the period
1969-70 to 1974-75. expenditure on construction activity bas been increasing
.abnormatly and was 15.7% in 1972-73, 10.8% during 1973-74 and 12%. during
1974+75. Thus, the revenues instead of growing have declined from year:to year.

-./Fhis argument-applies with -equal force to social and beneficent departments.

15. Development Departments—The Provincial —representatives were of
...the view that irrigation working expenses should bc allowed a growth rate of at
‘least '15% irrespective of the growth in gross receipts. As stated earlier, Federal
Goverement's representative felt that the projection. of irrieation: receipts should
be on a net basis, with a nil base and without any growth rate, thereby assuming
that the working expenses would be met from the gross receipts:and would not
be subsidized bv general revenues.

S

16. As regards expenditure on Civil Works, agreement was réached with
the :Provincial Governments, excepting Punjab, on assessment of -the revised
estimates for 1974-75 and the base for proiection, which were worked out after
addmg 15% growth on the actuals of 1973-74 and the -additional burden
on account of special dearness allowance. The Punjab Government claimed
that the rcvised estimates for the current year worked :out::¢0 ‘Rs 17.47
crores compared to actuals of Rs 1026 crores in 1973-74 and budget

. estimate- of . Rs. .12 crores for the current year. The.element of special .dearness
. allowance ip the. revised estimates was Rs " 19 lakhs only... The increase . ex-
' .€luding this item amounted to about 65% compared to actuals of 1973 14 "The
““Provincial Finance Secretary. stated that since November, 1974, ‘there was 175%
_.inercase in scheduled rates. Federal Government’s representative ‘stated  “the
" increase in the premium over scheduled rates was known to the ‘Piovincial
 "Government when they. had. submitted their own. revised estimates of Rs' ' 12.85

.crores barely. two weeks earlier and that only 15% increase had been allowed to
. other provinces besides the special dearness allowance. He was of the view that

_.applving the same formula as adopted.in the case of other provinces. the.base for

the next.year should not exceed Rs. 12.67 crores. N

17. Education.—Agreement was reached between alf -the 'Provinces gene-

-raly ‘on assessment of revised estimates for the current' vear and:‘the ‘Wase- for
projection. Tt was also decided that after the base for protection ‘had beemfixed
taking into account the actuals for 1973-74 and special deamess allowance. a
1597 growth rate for future projection would be.-quite reasonable. - Subsequently,
the:representative: of the: Government of Sind stated that-he had received-instruc-
Hons from the Chief Minister -for increasing the agreed" revised -estimatas of

. Rs."33 crores'by Rs. I crore to cater for opening of three new- universities. - It:was
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ponited out to him that since the universities would not be established in  the
current year and a compound growih of 15% had been allowed on the agreed
base of Rs 33 crores, which would mean an increase of Rs 4.95 crores in the
next year alone and of Rs 90.88 crcres over the next five years period, it should
be possible to cover the additional cxpenditure of Rs 1 crore pcr annum when-
ever the new universities were actually established. Finance Secretary NWFP
stated that the basc arrived at for NWFP did not include a grant of Rs 18 lakhs
given by the Federal Education Ministry dircctly to Gomal University and that
~if this direct grant was discontinued by the Fedéral Education Ministry, the ex-
penditure would have to be taken into account in projecting the Provincial expen-
diture. ‘ :

18. Other Beneficent Departments—It was decided that 15% growth
rate applicable to other development departments would be reasonable in this
case as well. There was however a difference of opinion with regard to the re-
vised estimates end the base for projection. While the Federal Government’s
representative assessed the revised estimates at Rs 27.19 crores, the Punjab
Finance Secretary pressed for the figure of Rs 30.19 crores. The difference was
under Health (Rs 11.70 crores against Provincial estimate of Rs 14.50 crores)
and Industries (Rs 1.50 crores and Rs 1.70 crores, respectively). Other
agreed estimates are as under :—

(Rs in crores)

Scientific Departments . .. 0.03

Public Health .. .. ‘e .. 110

Agriculture . . ... .. 9.12

‘Fisherfes e .. .. . .. 0.16

Veterinary .. .. .. .. .. 260
: Cot;pemtion | - e .e - .. 098

. 19. The estimate of Rs 14.50 crores pressed by the Punjab Government
under Health includes a provision of Rs 2.50 crores for the staff of Malaria
Eradication Department. = Federal Government's representative pointed out that
this expenditure had not been included by other Provincial Governments in their
projections. Moreover, this expenditure had traditionally been part of the
development programme and should not be treated as non-development
expenditure now. He added that even if the Malaria Eradication staff were

treated as regular staff of the Provincial Government the entire cost of this
establishment could be transferred to the development side. The difference of
Rs 20 lakhs in respect of *Industries® was due mainly to provision for raw
material to small industrial units., The Federal Government's representative was
of the view that since a corresponding increase was not refiected in the receipts
of the Industries Department as a result-of this input, there was no justification
for increasing expenditure alone. : -

20. There was no difference of opinion in the assessment of revised - esti-
‘mates and the base pertaining to expenditure of other beneficent departments of
the provinces of Sind, NWF and Baluchistan. ' In a subsequent meeting, how-
- ever, Sind Government's representative stated that he had instructions from the
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Chief Minister to request that the toiiuwing amounts be added to the projection
base pertaining to that Government :—

{Rs in crores)

1. Opening of new Medicai Coileges .. e e .. 1.15
2. Staff of Malarir Eradi- ation Department .. . .. 0.33
3. Provision for agric: slural mechanization .. . .. 2.00
4. Road Transpori Corporation (R'TC) losses .. .. .. 600t 7.00
5. Additicnal expenditure on house renl .. .. . .. 2.00
Total .. 11.48 to J2.48

Regarding RIC lusses, Federai Govenuncnt's represeniative stated that  the
Working Group could not procced on the basis that the RTC would continue to
incur beavy losses on a long lenn basis. The question of inclusion of the
amount of Rs 6 to 7 crores on this account, therefore, did not arise. As regards
the expenditure in respect ot Malaria Eradicalion Programme, it Was viewed
that this should continue to be treated as pait of ihe dcvelopment expenditure.
The remaining items of expenditure were not o be incurred in the current year
and should be acemed to be coveied by i5% compound growth rate adopted
for the purpose of projection of expenditure In the next five years. Finance
Secretary, NWFF, stated that if it was ultimately deciued o include the ex-
penditure in respect of Malaria Eradication in the nou-development budget, an
mcrease of Rs 46 lakhs would be needed in the base for ™ other beneficent -
departments ”’ of ihai Government. Similariy, if a direct Federal grant of Rs 25
lakhs to Khyber Medical College was discontinued or was routed through
the Provincial Government, instead of being paid direct to the Medical College,
it would be necessary to include this expenditure also in the projection. Since
the projection was being made on the basis of status quo, the inclusion of these
items was not considered neccssary.

21. Debt Services—The projections of recoveries on account of Federal
loans for the next five years as prepared by the Finance Division were accepted
and included in Annexes 1II and IV. These projections are based on the assump-
tion that there would be a 25% increase each year in the quantum of loaps to
the Provinces. Under other interest charges, the projections given by the Pro-
vincial Governments were adopted. The appropriation for reduction or avoi-
dance of debt has not been included in these projections as this is a transfer
item and expenditure on the revenue side is set off by receipt on the capital side.

' 22. Agreement was also reached on the assessment of revised estimates,
the base and the following rate of grow:h for other items of expenditure :—

Relief and Privy Purses .. .e .. oo Nil -
Pensions .. . .. . .. 3%
Stationery e .. . .. . 5%
Incidentals on wheat .. . ‘e .. 5%
Contribution to Sugarcane Fund .o Ve .. 5%

Other expenditure .o .- .o .. 6%
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im regard to other exependiture of the nature of contribution by the Provincial. -
Governments, it was decided to apply a growth rate of 5% in respect of Punjab,
6% in the casc of Sind, 3% for NWEP and nil for Baluchistan. The projection
of incidentals on wheat distribution at 5% rate of growth allows for population
increase at 3% and income elasticity at 2%.

23. To sum up, the summary position of the projection for the Provinces
increase at 3% and income elasticity at 2%. .

(Rs in croges)

Revenue Non-Develop- 'Deﬁcit
Receipts  ment Revenue

Expenditure
I Aecerding t0-Federal Government's representative ;
 Pugjab .. e . . 572.25 158675  1014.50
-Sind .. .. . . . 315:81 706.14 399133 -
_ N.WEP, , .. . . . 39.99 42951  339.52
Buhichistan .. .. .. . 160.66 261.95 10129
Total . 1138.71 2984.35.  1845.64
IL. According to-Provincial Governments’ represesitatives :
Punjab . . . . . 701.51 1936.74 1235.23
Sind . .. . . 32019 BT.45 - 466:66 . -
NWER . L 95.14  450.97  355.83.
Baluchistan .. . .. .. .. 16t.21  ° 276.02 ‘154,81
WL v ' Total . 1278.65 345118 . 2172.53

- FEDERAL. GOYERNMENT’S PROJECTIONS

24, The. estimates of the Federal Government, . which were circulated. in.
ther:mesting; of the Working Group held on 5th March, 1975, were .comsidered .
in e third meeting held on 10th March, 1975, which- was -attended by, the..re~-
presentatives of the Federal, Punjab and NWFP Governments, Sind Govern-
menk.ssent..its views in writing (Annex.V)*. Baluchistan’s representative could
not attend due,to. non-availability of air flight on that day.

Revenue Receipts

23: Customs.—Commenting on Customs receipts the reprosentative of
the Punjab Government remarked that increase in actuals for 1973-74 over
actuals for 1972-73 was about 62%. 1In the light of this increase, the -annual
growth-rate of 10% applied by the Federal Government in the case of Customs
was on the low side and should be increased to at least 15%. On behalf of the
Federdl ‘Government it was explained that the CBR had advised that in-case of
Customs duties the actuals of the previous five years 1970-71 t0.1974-75 and

*See pages 145-146.
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heir rates of growth could not be made the basis for projections for the peciod
1975-80 for obvious reasons. This was the period when major events affec-
ted our economy-as follows :—

Separation of East Pakistan.

Devaluation of Pak Rupee by 131%.

Wholesale charges in import tariff.

“Levy of high rates of export duty.

'Floods of 1973.

Recession in international market when prices of cotton crashed
from 78% to 32% per lb.

7. Levy of 25% regulatory duty on such items as cars, man-made
fibres, yarn, spare parss of vehicles, eic.

PRI RS SIS

The export .duties are levied to regulate the counitry's international trade.
‘Lhese Luctuate accordung 10 aemand Lor lhese commodiues m the wternauonal
market and as such <o DOl PIovioc @ depenaable SOUICE OL revenuc as our ex-
perience 10 Ule pasi shows, speclaily in respect of duues on <ouon and cotwa
manulaciures wiuch have oeen apoushed. ihe upneaval resulied in faswng e
Cusoms dules W unprececented level —iheretore iese cannot be adopicd as
the basis for fuwre growih lhe growth in impost duues 15 eaurely depenuent
on escalaton 1 cost of dutiadie uDpOIls. ine majonty of 1ems of -import
were non-uuuiable commodiues like Wheat, Ferulizer, Pesucides, ewc, and form
a large percentage ot the overall umports. - Dutiable items 1 percentage terms
have decuned. JIhe rPlanning Division’s’ esumates i the working paper
tor ‘the development perspecuve 1975-80 were ‘based on ceriain assumpuons
ot therr own. . However, CBR has agreed thal m case ihese assumpuons
are realized in mext five years the compound rate of growth, ie, 13.0% 1n res-
pect ot import duues and 7.2% tor export duues may be adopted. fhe Work-
ing Group, nowever, decided to adopt higher hgure of 15% as growlh rate 1
case of impors and 10% i case of export dulks. -

26. Excise Duties.—The growth rate of 9% proposed by Finance Divi-
sion was considered to be reasonable and was agreed to. ‘

27, Tazes on Income.—Finance Division ~ proposéd s growth rate of
2.5% which was accepied. -

28. Sales Tax.—The Provincial representatives suggested that the growth
rate of 8% proposed by Finance Division should be enhanced to 15%. It was
pounted out by rederal Government’s representative that sales tax was leviable
on imported goods and excisable goods manufactured locally. - ‘[he Provincial
Governments suggesied a growth rate ot 12% being applied in this case, wiuch
was agreed to. .

29. Other Taxes & Workers' We[far_e Tax.—Growth rate of 5% was

agreed to in the case- of these taxes.

30 Surcharge ‘on Natural Gas—5% growth rate was accepted in this
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31. Surcharge on Petroleum . Products.—It was explained by the Finance
Division that estimates show only gross receipts from Surcharge on Petroleum
Products and payment of snhsidy to refiperies had yet to be included. It was
agreed that net receipts, i.e., gross receipts minus payments to refineries, should
be shown. There would ther be 2 minus figure.  The Provincial Governments
were of the view that payments to oil refineries were of the nature
of subsidies in which case no projection was being made for next
year. Accordingly, receipts on account of Surcharge on Petroleum Products
have been shown in rcduction of subsidies listed separately.

32. Surcharge on Fertilizer—It was pointed out by the Federal Govern-
ment’s representative that the supply of fertilizer involves subsidy.  Hence

receipts accriuing from surcharge on fertilizer have been shown in the list of
subsidies. :

- 33. Interest Receipts.—The Provincial representatives were of the view
- that 15% growth rate should be applied in the case of return on investment,
return on rationalized banks and other institutions, and on interest receipts
accruing to Federal Government from the Provinces, Autonomous Bodies,
etc. This was rot acceptable to the Finance Division as they did not consider
it feasible. The Group has applied 15% growth in respect of Interest Receipts
and 10% growth in respect of return cn investment while projections regard-
ing return from nationalized banks, etc, are based on actual calculations.

34, Opium.—It was agreed that receipts under this head should be kept
at constant level.

35. Post Office Department—According to the latest estimate the Post
Office Department has projected minus figures of Rs 4.13 crores in the cur-
rent vear and Rs 5.5 crores in the next year. This is mainly due to grant of
special dearness allowance to staff, increased cost of postal stamps|stationery,
higher pavments of sea freisht. introduction of metric system, provision of uni-
forms, etc. The Provincial Governments considered that since Post Office
Department was a commercial department, the minus receipts shown by the
Federal Government shonld net be taken into consideration for future proiections.
Efforts should be made to wipe out this deficit and the Department should run
_its operations strictly on commercial lines. Accordingly, projection for this
Department has been adopted as nil.

. 36. In other cases the following growth rates were agreed to :—-

T & T Department .. .. .. R e 10%
Civil Administration - . . . - ‘. . ‘ . 1%
Currency and Mint .- . . . 7.5%
Civil Works .. . .. .. .. . 1%
Defence Receipts .. .. .. .. .. .. 5%
Miscellaneous Receints .. .. . e .. 5¢4

37. Trading Receipts.—Since these receipts related to state trading opera-
tions. it was apreed that these receipts be omitted from the present exercise and
should be listed alongwith the subsidies for decision by the National Finance
Commission regarding their projections over next five years.
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38. Projections in respect of Revenue Receipts of the Federal Government
worked out on the basis of the above discussions indicate an availability of the
order of Rs. 8693 crores during the period 1975-80 (Anpnex VI)*. It was not

sible to arrive at an agreed basis on annual growth raie about export duties.

case the viewpoint of the Provinces in this behalf is agreed to there will be an
improvement of Rs 39 crores over the five year period and will raise the total
of Revenue Receipts to Rs 8732 crores.

Non-development Revenue Expenditure (Annex VII)$

39, In order to arrive at the base for future projections the actuals for
1972-73 and 1973-74 and rcvised estimates for 1974-75 under varicus heads
of account were considered at length. ‘

40. The methodology adopted in formulating the projections has been
that actuals for 1973-74 have becn taken as the starting point. Next, revised
estimates for 1974-75 have been scrutinized and items of unusual|non-recurring
nature have been excluded. After taking into account new factors or items on
which expenditure is likely to continuc hercafter the estimates have been adop--
ted as the base to work out future projections and in doing so a growth rate
of 6% adopted in respect of Revenue Collecting Departments, General
Administration, Audit, Police, Frontier Regions, Other Administrative Depart-
ments, Foreign Affairs, Currency and Mint, Pensions, Stationery & Printing,
Civil Works, Defence Services and Miscellaneous Expenditure while' a growth
rate of 15% has becen applied in respect of Scientific Departments, Education,
Medical and Public Health, Agriculturc, Industries, Fisheries, Aviation and
Investment Promotion and Supplies Department. The projection for Debt
Services is based on the estimated payments in the respective years as worked
out by the Economic Affairs Division.

41. Deferce.—On the expenditurce side the most important item is defence
cxpenditure which has grown at the rate of 20% per annum during the period
from 1969-70 t.» 1974-75. For the pcriod 1975-80, the Planning Division bhas
projected it at the rate of 5% (cf. Working Paper for the Development Perspective
1975—80). 1t will bz very unrealistic to apply any rate of growth which is less
than 15%. At diis growth rate the expenditure during 1975-80 is estimated at
Rs 4760 crores whereas if only 6% growth rate is adopted as done in the pro-
jections by the Working Group the esiimates come to Rs 3668 crores.

42. The projcctions made on the basis of the position stated above are
given in Annexes VI * & VIIt. Precisely, Federal Government’s resources work out
as follows :—

(Rs in crores)

Gross Revenue Receipts .. .. .- 8693
Non-development Revenue Expenditure .. .. 7561
Revenue Surplus ve .. .. . 1132

43. Federal Finance Division has however pointed out that their estimates’
do not include any provision on account of (i) existing subsidies and (ii) likely
expenditure on _pay increases in the future. The latter alonz if projected roughly
at the rate of Rs 100 crores anaually would total up to Rs 500 crores. This
would reduce the estimated revenue surplus to Rs 632 crores. Similarly, no-
provision has been included in respect of Asian Games, Defence Complex which
have been treated as part of development outlay. : ,

©See pages 147-148.
1 See page 149.
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. 44, As already stated above, therc has been difference of opinion among
the representatives of the Federal and Frovincial Governmicuts with regard to both
Federal and Provincial estimates and no unanimity could be achieved. As such,
theée are two different bases of projection as per summary position given here-
under :—

According According
to Federal to Provincial
Govern- Govern-. .
ment’s re- ment’s re-

presentative presentatives

(Rs in crores)

1. Federal Government : | ' _
Gross Revenue Receipts: = ..0 - .. - . 8693 - 8732
Non-development Revenue Expenditure 7561 7561 .
Revenue Surplus . .e. e 1132 1i7t -

2. Provincial Governments : |
Gross Revenue - . e . 1139 1279
Non-development Revenue Expenditure 2984 3451
Revenue Deﬁcit .. | . e —1845 —2172.

Total Deficit .. . —~1713 —1001

45. The current subsidies bill of the Federal Government, according te
revised estimates for 1974-75, amounts to a net figure of Rs 348.26 crores (Annex
VIL). This expenditure in the year 1975-76 is likely to rise further. However,
taking the revised estimate 1974-75 as the base, the total expenditure on subsidies
for the five year period will amount to Rs 1741 crores. This will not only eliminate
the revenue surplus of the Federal Government but will turn the net position into
a deficit of Rs 609 crores according to Federal Government's estimates and
of Rs 570 croies according to the estimates of the Provincial Governments. This

position needs to be taken note of.

46. The Working Group further feels that the expenditure on debt services
will rise steeply specially when scen in the background that we have been borrowing
heavily from OPEC countries like Iran, Abu Dhabi, etc. and also securing com- .
mercial loans for purchase of wheat on short term basis which shall have to be
paid back during the next pian period. Itis very difficult for the Working Group
to quantify in precise terms likely further detcrioration in resources on account
of the said items. Eventually, what may be left to be shared between the Federa-
tion and the Provinces may be the all-round deficit alone.

Divisible Pool

47. According to its present terms of refererice, the National Finance Corn-
mission is required to rccommendul"rovmcml shares out of (i) Export duty on
cotton, {ii) Taxes on income, and (iii) Tax on sales and purchases. On the basis,

e
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of the projections by the Working Group, divisible pool attributable to these tax
heads aggregates Rs- 1647 crores (Annex [X). Whatever may be the formula
for distribution of this amount between the Federation and the provinces it will
only seek (o transfer tie cxisting resources. While the share to be allocated to
the peovinces by the Commission will reduce the Provincial deficits to that ex
tent it will correspondingly decrease the surplus of the Federal Government.
This situation underlines the vital need for corrective measures to reduce
consumption subsidies and for concerted cfforts to augment the existing resources.
Otherwise the growing magnitude of expenditure will soon outstrip the
growth in resources. :

Generai Observations

48. The traditional source of financing the non-development expenditure
of the Provincial Governments on civil administration, education and other
welfarc activities has been the receipts from land revenue, abiana and provincial
excise. However, these have ceased to play any significant role in fiscal manage-
ment by the Provinces. This is due to the fact that while, on the one hand, growth
in these receipts has not been substantial, on the other, there has been fast growth
in non-development expenditure due mainly to implementaton  of socio-economic
reforms introduced by the People’s Government. The projection of these revenues
for the next five years brings to surface the urgent need for rationalization,

49. In the case of land revenue, for instauce, the introduction of flat rates
has removed the much needed elasticity in receipts. Moreover, the rates of land
revenue have become out of date because they are based on out-dated value of
land. Similarly, under irrigation the Provincial Governments are incurring heavy
losses. At the rates of growth of irrigation receipts and working expenses agreed
to by the Provincial Governments, the cumulative losses during the next five
years would be Rs 225:14 crores. This raises & fundamental issue whether this
huge subsidy of Rs 225 crores would be justified, because it would not only
claim resources which could otherwise be,used for welfare activities but might
also lead to inflationary financing. Seenifrom another angle, supply of water
for irrigation is a service which certainly puts the farmers of the irrigated land in
an advantageous position compared with the farmers who have to depend partially
or wholly on other sourccs of water and have to pay much higher price. There is,
therefore, every reason for making abiana rates flexible so that they at least
cover the working expenses of irrigation system. .

50, The argument often used against rationalization of land revenue and
irrigation ratcs is that the input costs of agricultural production should be kept
low so as to keep food prices under check and ultimately, to, control inflation.
This is not a valid argument because Governwent has also been gradually increas-
ing the procurement price of wheat. It has been raised from Rs 17 per maund in
in 1972 to Rs 37 per maund for the 1974 crop. Besides the hidden subsidies
through very low land revenue rates and outdated abiana rates, there are other
explicit subsidies on inputs like fertilizer (Rs 32.49 crores), pesticides (Rs 11.28
crores), tubewells (Rs 1.63 crores) which are claiming a sizeable portion of Federal
and Provincial resources. The efficacy of these subsidies as short-term measures
for controlling inflation may be beyond question but seen in terms of relatively
inelastic revenue from land, subsidized abiana rates, subsidies on food distribution,
etc. (Rs 339 crores) and agricultural inputs (Rs 45.40 crores) the overall burden
is rather unbearable. To continue this arrangement in the next five years would
involve heavy cost and would give rise to deficit financing to meet the twin ob-
jective of providing resources for non-development expenditure and maintaining
reasonable growth in development expenditure. This in turn will push inflation
to menacing proportions. The cycle would defeat the ultimate objective of
controiling 1aflation.
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51. Rationalization of price-wage structuic is also preferable from the
point of view of equity and cconomiz welfare o1a long term hasis.  The subsidies
and lower than economic prices of’ commeditics and wages henefit mostly the
employers of usban labour. Deficit fina~zing nacessitatzd by feavy subsidies
is retrogressive on the other hand, because it affects all without exception.

52. Another factor responsibie for heavy deficits in the next five years that
needs to be higiighted is the enormous increase in tie base of expenditure on

civil adminjstration, education, civil.worl_cs, and other beneficent departments.
The foliowiny figures are pertinent in this respect :—

(Rs in crores)

1971-72 1974-75 1979-80

Actuals Revised Projection
Civil Administration .. - 29.78 85.7% 109.37
Education o 47.79 120.00 240.05
Civil Works .. .. 7.56 31.98 64.33

Other Beacficent Departments..  21.85 49.27 © 99,11

53. To conclude the argument, the projections make it clear that, unless
there is massive effort for resource mobilization including planned elimination
of subsidies, the deficit financing needed to meet the projected expenditure might
be so heavy and inflationary that the benefits envisaged for the people might largely
be eroded. :



Annex III to Appendiz X

SUMMARY OF PROVINCIAL PROJECTIONS ASSESSED BY FEDERAL GOYERNMENT'S RBPRESENTATIVE

{(Rs in crores)
1973-74 197475 197475 1975-76  1976-77 1977-78  1978-79  1979-80 Total
(Actuals) (Revised) (Base) 975—80
Puajab
Revenue Receipts .. ‘e .. 93.04 108.58 91.16 93.02 105.51 113.70 122.62 132.40 572.25
Non-development Expendlturc met from
Revenue ‘e .o 125.53 203.43 203.65 233.75 268.88 310.14 358.64 415.34 1586.75
Revenue Surplusteﬁeit(—) . .. —32.49 —94.85 ——112.49 —135.73 —163.37 —196.44 —236.02 --282.94 —1014.50
Sind
Revenue Receipts .. e .. .. 51.31 58.52 49.94  53.84 58.08 62.73 67.80 73.36 i 315.81
Non-development Expenditum met from .
Revenue . . .. .. 58.80 97.58 94.29 105.99 120.84 138.26 158.65 182.40 706.14
Revenue Surplus/Dcﬁcn(-—) . . —7.49 —39.06 —44.35 —52.15 —62.76 —75.53 —90.85 —109.04 —390.33
NWFP
Revenue Receipts .. ve . .. 22.13 33.41 13.69 14.88 16.23 17.76 19.53 21.59 89.99
Non-development Expenditure met from ‘
Revenue - .o .e .e 23.37 55.98 57.87 65.38 74.06 84.17 96.01 109.89 429.51
Revenue Surplus/Deficit(—) . . . . —1.24 —22.57 —44.18 —50.50 —57.83 -—66.41 —76.48 —88.30 —339.52
Balothistan '
Revenue Receipts ..« .. .. ‘e 22.79 25.88 21.79 29.14 30.56 32,08 33.63 35.28 160.66
Non-development Expenditure met from .
Revenue . . .. 17.20 34.11 34.19 39.08 44.79 51.48 5%.36 67.24 261.95
Revenue Surplus/Deﬁcn(—-—) . . 5§59 -—8.23 -6.40 —9.94 —14.23 —19.43 -25.73 —31.96 —101.29
Total Provinces ‘
Revenue Receipts .. . .i 189.27 226.39 . 182.58 195.88 210.38 226.24 243.58 262.63 1138.71
Non-development Etpendnure met from . e
Revenue e e - 22490 391.10 . 390.00 444.20 508.57 }84.05 672.66 774.87 2984.35
Revenue Surplus/Deficit (—) . .. —35.63 —l164.71 —207.42 —248.32 —298.19 —357.81 —429.08

—512.24 —1845.64

L1



Enclosgre I to  Ammex l.ll

PROJECTION OF RBVENUB RECBIPTS OF THE GOVERNMENT OF PUNJAB
T ' (Rs in crores)

iy —— e

] 1973-74  1974-75 Projection Assessed Projections -
L Description Actuals Revised Base  rate of _
. o 1974375 growth  1975-76 1976-77 1977-78 1978-79  1979-80 Total
R 2 3 + s 6 7 8 9 10 1
Royalty/Excise Duty on Nataral Gas - 0.38 1.12 1.43 5% 1.50 1.588  1.66 1.74 1.83 - 8.3
Provincial Tax Recelpts . .. 33.18 60.23 60.23 —_ 65.26 70.78 76.83 83.46 90.7% 387.08
Land Revenue - - - .. - 12,08 12.70 12.70 - 5% 13.33 14.00 14.70 15.43 16.20 73.66
Agriculture Income Tax? .. . 0.64 0.57 10.37 . Nil 0.57 0.57 0.57 0,57 0.57] 2.85
Provincial Excise - . v it 4.48 4.75 4.75 3% 4.99 5.24 5.50 5.77 6.06 21.56
Stamps .. - .. e 10.17 9.35 9.35 7% 10.00 10.70 11.45 12.25 13.11 57.51
- Registration .. .o . 0.74 0.80 0.80 6% 0.85 0.90 0.95 1.01 1.07 4.78
Motor Vehicles Tax | .. . 7.12 7.70 7.70 7% 8.24 8.82 9.4 10.10 10.81 47.41
Other Taxes and Duties .. . 22,92  24.36 24.36 129 27.28 30.55 M2 38,313 42,93 173.31
Non-Tax Receipts T o M5 47.23 29.50 31.26 33.18 35.21 37.42 39.82 176.86
Irrigation (Net) .e 5.77 —9.14 e .: . .o .. . .e e
Forests . . . .. 5.20 5.72 5.72 10% 6.29 6.92 7.61 8.37 9.21 38.40
Debt Services : 1.36 2.90 1.40 15% 1.6l 1.85 2.13 2.45 282 10.86
Receipts of Admlmstrauvo Dcpartmcuts . 4.58 4.50 4.5 5% 4.72 4.96 5.21 5.47 5.74 25.10
Receipts of Bzncficent Departments ., . 10.77 9.01 9 01 59. 9.46 9.93 10.43 10.95 11.50 52.27
Grants-in-aid from the Fedem] Govern- ’
oment .. . . 1.89 17.53 2.08 .. 2.05 2.05 2.05 2.05 2.05 19,25
l‘lmuaneous Receipts . . 4,94 16.71 6.82 1.13 1.4 778 ' 8.13 8.50 38.98
Superannuation  Allowances and )

Pensions .. . . (1.14) . 0.71) 0.71) . (Ni) (0.71) 0.71) ©0.7) 0.7  (0.71) (3.55
Stationery .o e e (1.26) (1.56) ase (520 . (1.64) . (1.72) (1.81) (1.90) (1.99 (9.06)
Other Heads .. . o @254 (14.49) (4.55) (5 (4.78) (s.01) (5.26)  (5.52) ~ (5.80) (26.37)
(a) State Trading Profits .. . (11.52) 3.7 5% (3.90) (4.09) “4.29) @.500) :(4.73) (21.51)
(b) Other Receipts v« .oy« com o 4o iic 2.92) . (. 84)_‘ ) . ,'(0.88) 0.92) (0.97) (1.02)  (1.07) (4.86)

Total—Revenue Recelpts .. 93.04 108.58  91.16 98.02 105.51 113.70  122.62  132.40 .572.2%

.74
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Enclosare 11 to Annex IIT!

PROJECHON OF NON-DEVEDOPMENT EXPENDITURE MET FROM REVENUE OF THE GOVERNMENT OF PUNJAB
{Rs in crcres)

1973-74 197475 Projection Assessed Projections
Description Actuals  Revised Base rate of
197475 growth  1975-76 1976-77 1977-18  1978-79 1979-80  Total
1 2 3 4 5 6 7 8 9 10 11
1. Revenue Collecting Departments 7.14 9.10 9.05 6% 9.59 10.17 10.78 11.43 12.12 54.09
2. Civil Administration . .. 23,96 34.43 34.32 6% 36.38 38.56 40.87 43.32 45.92 205.05
3. Development Departments 72,75 110.04  109.36 15% 126.34 145.29 167.08 192.14 220.96 851.81
I. Civil Works and Misce}laneous Pnb.ic g
Improvements 10.26 12.85 12.67 15% 14.57 16.76 19.27 22.16 25.49 98.25
(@) Irrigation .. .e 0 .. .. .o .e Cee .e . . .
) Civil Works (10.26) (12.85) (12.67) 15% (14.57) (16.76) (19.27)  (22.16) (25.49) (98.25)
II. Education .. . . 43,67 70.00 70.00 15% 80.50 92.57 106.46 122.43 140.79 542.75
II. Other Beneficent Departments 18.82 27.19 27.19 15% 31.27 35.96 41.35 47.55 54.68 210.81
4. Debt Services .. 8.36 17.96 17.96 . 27.52 39.41 %4.34 72.99 95.81 290.07
Central Loans 7.76 13.81 13.81 23.18 34.96 49.68 68,08 90.68 266.58
Other Interest . . .. e 4.15 4.15 . 4.34 4.45 4.66 4.91 -5.13 23.49
Approptiation for Reduction or ‘
AVOldanCc of Debt . .e O-w .o .s .. .e . .e .e e Py
5. Other Expenditure .. .. 13.32 31.90 32.46 33.92 32.45 37.07 a8.76 40.53 185.73
(a) Relief and Privy Purses .. 1.77 1.09 0.2} Nil 0.21 0.21 0.21 0.21 0.21 1.05
(b) Superannuation Allowances and .
Pensions .. ‘ .. 6.36 7.09 7.09 3% 7.30 7.52 7.75 7.98 8.22 38.77
(c) Stationery 1.50 2.00 2,00 5% 2.10 2,20 2.31 2.43 2.55 11.59
(d) Miscellaneous Expcndnure 3.53 21.32 22,96 5% 24,10 25.30 26.57 27.90 29.30 133.17
(1) Wheat Subsidy .. . (3.53) (14.20) (20.06) (5% (21,060  (22.11) (23.22) (24.38) (25.60) (116.37)
(2) Other Expenditure : .
) Comr:buuon to Sugar CcsS o
und "~ (2.90) {2.90) 5% (2.04) 3.19) (3.35) {3.52) (A.70)  (16.80)
(ii) Othcr Comnbuuon 4.22) ..) . . (..} (.. (.. (..) ) )
(e) Civil Defence .- .o 0.16 0.40 0.20 6% = 0.21 °  0.22 0.23 0.24 0.25 1.15
Total—Revenue Expenditure .. 125,53 203.42  203.65 1233.75 . 268.88  310.14 [358.64  415.34 1586.75

6Ct



- PROJECTION OF REVENUE RECEIPTS OF 'fHE GOVERNMENT OF SIND

Enclosure I11 to Amsg_ﬂ[l{

(Rs in croves)

o 1973-74  1974-75 Projection Assesed Projections
Description Actuals Revised  Base rate o
1974-75 grow.h 1975-76 197677 1977-78  1978-79  1979-80 Total
1 2 3 4 5 6 7 8 9 10 1
RoyaltyExcise Duiy on Natural Gas .. 0.42 1.24 1.52 5% 1.60 1.68 1.76 1.85 1.94 8.83
Provincial Tax Receipts e 32,40 3454 34,54 37.53  40.81 44.41 4836 5270 223.81
Land Revepue ., v - 6.10 6.10 6.10 5% 6.41 6.73 7.07 742 1.79 35.42
Agﬂ'?ult.ural Income Tax ., o - 0.06 0.06 . 0.06 0,06 0.06 0.06 0.06 0.30
::Ovinc'a' Excise . 3.93 3.93 3,93 5% 4.13 4,34 4,56 4.79 5.03 22.85
amps ., .- . . 5,27 4.30 4.30 7° 4.60 4,92 5.26 5.63 . 6.02 26.43
Registration .. . 0.53 0.45 0,45 6% 0.48 0.51 0.54 0.5  0.60 2.70
Motor Vehicles Tax . .o 3.97 4.25 4.25 7% 4.55 4.87 5.21 5.5T . 5.96 26.16
Other Taxcs and duties " .. . 12,60 15.45 15.45 12% 17.30 19.38  21.71 24.32  21.24 105.95
Nﬂﬂ-’gx.Rm-ms, .. .. « 18,49 2274  13.88 - 1471 1559 1656  17.59 18.72 8B.17
plum .. .s ee .o .o e os .e ' as .o e .. e
Irrigation . . 0.08 —5.49 . . .. .. .. ve . .
Forests . .. .. 1.47 1.55 1.55 5% 1.63 1.7 1.80 1.89 1.98 9.01
%ﬁ_f:’é,ﬁg"gﬁ Adiministrative Depatt. 1.05 1.66 1.66 159 1.91 2.20 2.53 2.91 3.35 12.90
inis (4 .
ments . . . 2.80 2.90 2.90 5% 3.05 3.20 3.36 3.83 3.7 16.85
Receipts of Beneficent Departments 6.10 3.50 3.50 5% 3.68 3.86 4.05 4.25 4.46 20.30
Grants-in-aid from the Federal Govern. ’
men. . .. .. 0.35 10.50 0.84 . .84 .84 .84 .84 .84 4.20
Miscellaneous Recelpts .. . 6.64 8.12 3.43 .. 3.60 3.78 .98 4.17 4.38 19.91
Supcrannuation Allowances and Pen-
sions . . . .. (0.0 (0.0 (0.09 . (0.04) (0.04) (0.04)  (0.04)  (0.04) €0.20)
f)l:«:;oncry .. . .. 0.0 (0.04) (0.04) 5% (0.0 (0.0 (0.05 (0.09 (0.0 (0.23)
ther Heads .. . . (6.5  (8.04) (3.35) . 3.52) (3700 (3.19) (4.08) (429 (19.48)
(a) State Trading Profits .. . €.J) 6.7  (2.10) 5% (2.21) (2.3 (249 (2.56)  (2.69)  (12.22)
(5) Other Receipts . . ... (.25  (1.25 5%, (1.31) (1.38) (1.45 (1.5  (1.60) (7.26)
Total—Revenue Recelpts- .. - 51.31  58.52  49.94 53.84 88,58 62.73 .67.80  73.36  315.81

otl



Eoclosure IV to Annex III

PROJECTION OF NON-DEVELOPMENT :REVENUE BXPENDITURE OF THR GOVERNMENT OF SIND (Rs in crures)
: 1973-74  1974-75 Proj:stion  Asssssed Projections
Leseription - Actuals  Rovissd 815z Ratzof ——
(1974-75) Growth 1975-76 1976-77 1977-78 19738-79 1979-80 Total
1 ’ - 2 3 4 5 6 7 8 9 10 11
1. Revenue Coilecting Ddezpartments 2.58 3.2 3.21 6% 3.40 3.60 3.82 4.05 4.29 19.16
2. Civil Administration e . 14.81 u .00 21.00 6% 22.26 23.60 15.02 26.52 28.11 125.51
3. Development Departments .. . 34.96 47.34 47.34 54.44 62.60 71.99 82.80 95.22 367.05
,--(1) Civil Works and Miscellaneous Pub-
Itc [mprovementy .. . 4.21 5.46 5.46 e 6.28 7.22 8.30 9.55 10.98 42.33
() Irrigation . . (.) (..) (.) (. (2-') (. (..) (. C..) (..)
(i7) Civil Works Tee .e 4:21) (5.46) {5.46) (15%) (6.28) (7.22) (8.30) (9.59) (10.98) (42.33)
(I1) Educatlon . '22.88 33.00 33.09 15% 37.95 43.64 50.19 57.72 66.38 255.88
(1L1) Other Beneficent Departments 6.97 8.88 8.88 15% 10.21 11.74 13.50 15.53 17.06 68.04
4... Debt Services ‘e .e 3.52 9.4 9.4 .e 11.97 16.46 22.15 29.26 37.98 117.82
_Central Loans .. . . 3.52 5.56 5.56 .o 8.94 13.17 18.46 25.07 33.19 98.83
"Other Interest .. . .. . 3.88 3.88 . 3.03 3.29 3.69 4.19 4.7 " 18.99
‘Appropriation for Reduction or
Avoidance of Debt . . e .. e .e . . .e e . .e
5. Other Expenditure .. . . 8 16.59 13,30 Cee 13.92 14.58 15.28 16.02 16.80 76.60
(a) Reliel and Privy Purses .. .e 0.49 0.10 0.10 . 0.10 0.10 0.10 0.10 0.10 0.50
(b) Superannuation  Allowances and
' Pensions .. . .o 1.69 2.00 2.00 3% 2.06 2.12 2.18 2.25 2-32 10.93
) (c) Stationery . . 109 1.21 1.21 5% 1.27 1.33 1.40 1.47 1.54 7.01
. .(d) Miscellancous Bxpendituce . 0,50 13.21 9.92 e 10.42 10.95 11.51 12.10 12.73 57.11
(1) Weat Subsidy e . .. (6.70) (7.89) 5% (8.28) (8.69) 9.12) (9.58) (10.07) (45.74)
(2) Other Expenditure :
(i) Contribution to Sugar
Cess Fund .. . e (0.85) (0.85) 5% (0.89) (0.93) (0.98) (1.03) (1.08) 4.91)
(ii) Other Contribution . .e (5.66)* (1.18) 6% (1.25) (1.33) (1.4D (1.49) {1.5%) (7.06)
(¢) Civil Defence .. . .. 0,06 001 007 - 1% 0.07 0.08 0.09 .10 0.11 0.45
Total —Revanue Expefliit}lm e, . 53.80 . 97.58 _ 94.29 105.99 120.84 138.26 158.65 182.40 706.14

elaztals o v af Ls b B3eraczs 0 L2321l 8 1123 for Special Dzarness Allovance.

1€1
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PROJECTION OF REVENUE RECEIPTS OF THE GOVERNMENT OF NWFP

Eaclosare V to Annex III

(Rs in crores)

1973-74  1974-75 Pro;ection Assessed Projections
Actuals  Revised Base rate of
. (1974-75) growth  1975-76  1976-77 1977-78  1978-79  1979-80 Total
1 . 2 3 4 5 6 7 8 9 10 11
Royalty/Excise Duty on Natural Gas . .. .o . e .. .. .. ..
Provincial Tax Recelpts .e 5.50 5.19 5.07 - 54 § 584 6.26 6.73 7.27 31.54
Land Revenue .. .o 0.58 0.70 0.58 3% 0.60 0.62 0.64 0.65 0.68 3.20
Agricultural Income Tax .e .. .o 0.01 0.01 Nil 0.01 0.01 0.01 0.0t 0.01 0.05
Provincial Excise .. .o e 0.38 0.42 0.42 5% 0.44 0.46 0.43 © 0.50 0.53 2.41
Stamps . ce .e e 2.28 0.68 0.68 7%, 0.73 0.78 0.83 0.89 0.95% 4.18
Registration re .e .. 0.03 0.03 0.03 6% 0.03 0.03 0.03° 0.04 0.04 0.17
Motor Vehicles Tax .., .. e 0.68 1.75 1.75 7% 1.87 2.00 2.147 2.29 %2.49 10.79
Other Taxes and Duties . .. 1.55 1.60 1.60 10% 1.76 1.94 2.13 2,34 2.57 10.74
Non-Tax Receipts . .o e 16.63 28.22 8.62 9.4 10.39 11.50 ¢« 12.80 14.32 '58.45
Opium .. .. .o .. - 0,01 i.. . . e .. ..
Irrigation e . .o =0.24 —1.80 . e . - . - . .
Forests .. .o . . 3.00 3.00 3.00 20% 31.60 4.32 5.18 6.22 7.46 26.78
Debt Services .e . .o 0.25 0.27 0.27 15% 0.31 0.36 0.41 0.47 0.54 2.09
Receipts of Administrative Departments . 0.83 0.90 0.90. 5% 0.95 1.00 1.05 1.10 1.16 5.26
Receipts of Beneficent Departments .. 3.13 1.18 1.18 5% 1.24 1.30 1.37 1.4 1.51 6.86
Grants-in-aid from the Federal Government  9.06 20.60 1.91 - 1.91 1.91 1.91 1.91 1.91 9.55
Miscellapeous Receipts . . 0.59 4.07 1.36 - 1.43 1:50 1.58 - 1.66 1.74 7.91
Superannuation Allowances and Pcnsions 0.02) ©0.02) (0.02) 3% 0.02) (0.02) (0.02) (0.02) (0.02) 0.10)
Stationery . . .o - (0.23) (0.37) .37 5% 0.39) (0.41) (0.43) (0.45) 0.4 2.15)
Other Heads:
(a) State Trading Profits .. . . (2.86) (0.15) 5% ©.16) .17 (0.18) ©.19) 0.20) ©.%0)
. (b) Other Receipts .. (0.39) (0.82) (0.82) 5% (0.86) (0.90) (0.95) (1.00) (1.05) “4.76)
Total--Revegue Receipts .. 22.13 33.41 14.88 16.23 17.76 19.53 21.59 89.99

13.69
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PROJECTION OF NON-DEVELOPMENT EXPENDITURE MET FROM REVENUE OF THE GOVERNMENT OF NWFP ®s i ' )
‘ in crores

1973-74  1974-75 Projection Assessed Projections
Description Actuals  Revised Base rate of
Bstimates (1974-75) growth 197576 197677 1977-18 197879  1979-80 Total
1 2 3; 4 5 6 7 8 9 10 1
1. Revenue Collecting Departments .. 1.60 2.20 2.20 6% 2.33 2.47 2.62 2.78 2.95 13.15
2, Clvil Administration . . 6.26 19.75 16.00 6% 16.96 17.98 19.06 20.20 21.41 95.61
33 Development Departments] .. .e 13.98 19.35 19.35 . 22.25 25.59 29.42 33.84 38.92 150.02
I, Civil Works antheelineomPubﬂe 2.30 2.178 2.75 3.16 3.63 4.17 4.80 .52 21.28
‘Tmprovements ..
(i) Irrigation .. .. .. .. . .o .o .. .- .. .. ‘e ..
(i) Civil Works } .. .e (2.30) (2.75) (2.75) 15% (3.16) (3.63) @.17 (4.80) (5.52) (21.28)
D. Education . . .e 8.17 11.40 11.40 15% 13.11 15.08 17.34 19.94 22.93 88.40
111, Other Beneficent Dopartnlents 3.51 3N 5.20 15% 5.98 6.88 7.91 9.10 10.47 40.34
4. Debt Services .y .. .. — 5.70 5.70 8.52 11.97 16.25 21.57 28.15 86.46
Central Loans .. . . —_ 3.4 3.47 6.15 9.50 13.69 18.93 25.40 73.67
Other Intcrest .. .. . 2.23 2.23 2.37 2.47 2.56 2.64 2.75 12.79
Appropriation _for Reduction orf
Kvo:danoeof Debt .. . .. .. .. .. .. .. .o .
5. Other Expenditure .. .e 1.53 8.98 14.62 15.32 16.05 16.82 17.62 18.45 84.27
(a) Relief and Privy Purses 0.24 0.01 0.01 0.01 0.01 0.01 0.01 0.01 Q.05
() Superannuation Allowances and )
Pensions 0.97 1.25 1.25 3% 1.29 1.33 1.37 1.41 1.45 ‘6.8%
1(c). Stationery . 0.31 0.33 0.33 5% 0.35 0.37 0.39 0.41 0.43 1.95
d) Mlsccllancous Expendnun: . 7.38 13.02 13.66 14.33 15.04 15.78 16.56 75.37
(1) Wheat Subsidy . e (5.60) (12.10) 5%  (12.71)  (13.39) (14.02) (14.72)  (15.46) (70.26)
(2) Other Exge nditure :
(i) Con:n uuon 10, Sugar
. (0.47) (0.47) 5? (0.49) (0.51) 50.54) 0.57) (0.69) (2.71)
i) Othcr Contnbutxons . (1.31)* (0.45) 3 Z ©.46) (0.47) (0.48) 0.49) {0.50) (2.40)
(e) Civil Dcfencc 0.01 0.01 0.01 0.01 0.01 0.0t 0.0t 0.01 0.05
Total—Revenue Expendlture .e 23.37. 55.98 57.87 65.38 74.06 84.12 96.01 109.89  429.51

(*) Includes grant to Local Bodies amounting to Rs 86 lakhs on account of Special Dearness Allowance.

el



I , Enclosure VII to Annex III
PRQJECHON OF REVENURB RECBIPTS OF GOVERNMENT OF BALUCHISTAN

. {Rs in crores)
‘ 197374 197475 197475  sssessed ’ Projections
Description . Actuals  Revised (Base)  rate of
» growth 1975-76 197677 1977-78 1978-79 197980 Total
1 2 3 4 5 6 -7 8 9 10 11
Royalty/Excise Duty or Natura: Gas e 4.63 19.28 23.47 5% 24.64 25.87 27.16 28.52 29.95  136.14
Pro I Tax Receipts . 1.04 1.10 1.10 1.17 1.24 1.31 1.39 1.47 6.58
Land Revenue .. . .«  0.28 0.41 0.41 k)4 0.42 0.43 0.44 0.45 0.46 2.20
Agricultural Income Tax °.. . .. . . . e . ‘e .. .e .e
Provincial Exci.e . . 0.19 0.10 0.10 5% 0.11 0.12 0.13 0.14 0.15 0.65
Stamps .. . . . 0.12 0.12 0.12 7% 0.13 0.14 0.15 0.16 0.17 0.75
Registration + .. . e v 0.01 0.01 6% 0.01 0.01 0.01 0.01 0.01 0.08
Motor Vehicles Tax . . 0.29 0.27 0.27 7% 0.2% 0.31 0.33 0.35 0.37 1.65
Other Taxes and duties .. . 0.16 0.19 0.19 10% 0.21 0.23 0.25 0.28 0.31 1.28
Non-Tax Receipts . . . 17.12 5.50 3.22 3. 3.45 3.58 3.72 3.8 17.94
¢ -Qpium ,, . . . . . . . . .. . .e -
Irrigation (Net) .. . .. —0.42 —1.69 . . - .. . . S .o
Forests . .. . . 0.12 0.13 0.13 . 5% 0.14 0.15 0.16 0.17 0.18 0.80
Debt Semm . . 0.02 0.03 003  15% 0.03 0.04 0.05 0.06 0.07 0.25
Receipts of Adm:mstmtrvc Depart
men(s. 0.50 0.35 0.35 5% 0.37 0.39 0.41 0.43 0.45 2.05
v Recelpts of Beneﬁoent Dcpartmems 0.71 1.23 1.23 5% 1.29 1.35 1.42 1.49 1.56 1
" Grants-in-ald’ from the Federa] Gowt, 15.91 4.69 1,02 e 1.02 1.02 1.02 1.02 1.02 5.10
Miscellancous Receip’s . . " 0.28 ‘0,76 0.46 0.48 0.50 0.52 0,55 0.58 2.63
Supcrannuation Aﬂowanoes and Pen-
sions .. - . .o .. (..) (0 01) (0.01) . (0.01) ©.o1) (0.01) (0.01) (0. 01) (0.05)
Stavonery . e e .o . .. ‘e .e . .o
Other Heads .. . . < (0.28) (0 75) (0.45) 5% 0.47) 0.49) 0.51) - (0.59) 0. 57) (2.58)
{a) State Trading Profits ; L ee . ee 0.30) .e - e .e .. .o .. e
(b) Other Receipts .. e (0.28) (0.45) (0.45) 5% 0.47) (0.49) (0.51) 0.549) (0.57) (2.58)

“Totil—Reveaae Receipts .7 22.79  25.88  27.79 29.14 - 30.56  32.05°  33.63  35.28  160.66

¥el



Enclosure VIII to Annex III.

PROIECI'ION OF NON-DEVELOPMENT EXPENDITURE MET FROM REVENUE OF GOVERNMENT OF BALUC!'[IS'I'A(I;Im ; )
n crores

1973-74  1974-75 ' Projection Amed Projections
Description Actuals  Revised Base -
1974-715 growth 197576 197677 1977-78  1978-719 1979-80 Total
1 2 3 4 - 5 6 7 8 9 10 i1
1. Revenue Collecting Departments . 0.48 0.67 0.67 6% 0.711 0.7 0.80 0.85 0.90 4.01
2. Civil Administration . .e 4.78 8.36 8.22 6% 8.71 9.23 9.78 10.37 10.99 49.08
3. Development Departments .. 11.40 16.90 16.90 19.44 22.36 25.11 29.57 32.68 129.76
1, Civil Works and Misccllancous Publle
fmprovements .. . .i 4.88 6.30 6.30 .e 7.25 8.4 9.59 11.03 12.68 48.89
(1) krrigation .. .e e ae . . ve . .o .e . .e .
@) Civil Works .e . (4.88) (6.30) (6.30) 15% (7.25) (8.39) (9.59) (11.03) (12.68) (48.89)
IL Education .o . 3.33 5.60 5.60 15% 6.4 7.41 8.52 9.80 9.95 42,12
1. Other Beneficent Departments .e 3.19 5.00 5.00 15% 5.75 6.61 7.60 8.74 10.05 38.75
4. Debt Services .. .e .e 0.02 4.33 3.57 . 5.16 7.15 19.64 12.75 16.57 51.27
Central Loans .. ve .e 0.02 2.73 2.73 .e 4.32 6.31 8.80 11.91 15.73 47.07
Other Interest .. .. 1.60 0.84 .o 0.834 0.34 0.84 0.84 0.84 4.20
Appropriation _ for Reduction or
Avoidance of Debt . .. .e .e . .e . .. .e .e .o .
5. Other Expenditure .. .e .. 0.52 3.85 4.83 ) 5.06 5.30 5.55 5.82 6.10 27.83
{a) Relief and any Purses 0.17 0.12 0.12 Nil 0.12 0.12 0.12 0.12 0.12 0.60
{b) Supecrannuation Allowancw and
Pensions .. . 0.15 0.26 0.26 3% 0.27 0.28 0.29 0.30 0.31 1.45
(c) Stationery .. . 0.03 0.03 0.03 51 0.03 0.03 0.03 0.03 0.03 0.15
(d) Miscellancous Expendmme .. 0.17 3.4 4.42 4.64 4.87 5.11 5.37 5.64 25.63
(1) Wheat Subsidy .. .. (A) (3.12) “4.24) 5% (4.45) @.67) {4.90) (5.15) (5.41) (24.58)
(2) Other Expenditure
() Contnbuum(ll to Sugu
(i?) Other | Contnbutnons .. ©1D ©32)* ©.18 5% ©.19 (©.200 ©2) 0.2 (0.2 (109
(e) Civil Defence . . . . . ) .. . . .e .. .
. Total—Revenve Expenditare .." ‘17.20 ° 34.11  44.19 - 39.08 M. 51.48 59.36 67.25 261.95

(*) Includes grant of Rs 14 lakhs to Local Bodies for Special Dearness Allowance.
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SUMMARY OF PROVINCIAL PROJECTIONS BY PROVINCIAL GOVERNMENTS'

Anmnex IV to Appendix X

REPRESENTATIVES
(Rs in crores)
1973-74 197475 197475 197576 1976-77 1977-78 1978-79  1979-80 Total
(Actuals) (Revised)} (Base) 197580
Punjab
Revenue Receipts . . 114.02 144.22 116.16 123.35 131.13 139.58 148,74 158.71 701.51
Non-development Expenditure met from Rcvenue 145.51 248.88  249.28  286.03 328.79 378.83  437.41 505.68 1936.74
Revenue Surplus/Deficit (—) —32.49 —104.66 —133.12 —162.68 —197.66 —239.25 —288.67 —346.97 —1235.23
Sind
Revenue Receipts . . 55.70 66.91 52.84 56.18 59.81 63.79 63.13 72.88 320.79
Non-development Expenditure met irom Revenue 63.19 108.07 104.78 . 118.05 134.71 154.21 176.99 203.49 787.45
Revenue Surplus/Deficit (—) .. e —~T7.49 —41.16 —51.94 —61.87 —74.90 --90.42 —108.86 —130.61 —466.66
NWFP
" Revenue Receipts? . 23.41 36.26 14.74 15.93 17.27 18.79 - 20.55 22.60 95.14
Non-development Expendttunc met from Rcvenue 25.48 58.83 60.72 68.56 7.1 88.38 100.85 115.46  450.97
Revenue Surplus/Deficit (—) —2.07 —2.,51 —45.98 —52.63 —60.45 —69.59 —B80.30 —92.86 —355.83
Baluchistan '
Revenue Recciptsb .. 23.34 27.70 27.92 29.27 30.68 32.16 3371 35.37 161.21
Non-development Expenditure mct fmm Revenne 18.45 35.93 36.01 41.17 47.19 54,24 62.89 70.89 276.02
Revenue Surplus/Deficit (—) 8§ . . 4.8 —8.23 —8.09 —11.90 —16.51 22,08 -—28.80 -—35.52 —I114.81
SUMMARY
Revenue Receipts g .. .. . 216.47 275.09 211.66 224.73 238.89 254,32 271.15 289.56 1278.65
Non-developme-t Expendilure met fiom Revenue 253,63 451.71  450.79 513.81 588.41  675.66 - T8 895.52 3451.18
Revenue Surplus/Deficit (—) - . 37.16 —176.62 —239.13 —289.08 —349.32 —421.34 —506.63 --605.96 —2172.71
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PROJECTION OF REVENUE RECEIPTS OF THE GOVERNMENT OF PUNJAB

Enclosure 1 to Annex 1V

(Rs in crores)

1973-74  1974-75 Projection  Assessed Proiections
Description LA Revised  Base rate of
i Estimates  1974-75 growth 1975-76 197677 1977-78 1978-79  1979-80 Total
1 2 3 4 5 6 7 8 9 10 11
Royalty,Excise Duly on Natural Gss 0.38 1.12 1.43 5% 1.50 1.58 1.66 1.74 1.83 8.31
Provincial 1ox Receipts . . 58.15 60.23 60.23 65.01 70.25 76.00 82.32 89.27 382.85
Land Revchue . . 12.08 12.70 12.70 3% 13.08 13.47 13.87 14.29 14.72 69.43 -
Agricultural Income Tax .. . 0.64 0.57 0.57 Nil 0.57 0.57 - 0.57 0.57 0.57 2.85
Provincial Excise . . . 4.48 4,75 4,75 5% 4.99 5.24 5.50 5.77 6.06 27.51
Stamps .. . .. . 10.17 ' 9.35 9.35 7% 10.00 10.70 11.45 12.25 13.11 57.51
Registration e . .e 0.M™ 0.80 . 0.8 6% 0.85 0.90 0.95 1.01 1.07 4.78
Motor Vehicles Tax .. . . 7.12 7.7 7.70 1% 8.4 8.82 9.44 10.10 10.81 47.41
Other Taxes and Duties .. . 22.92 24.36 24.36 12% 27.28 30.55 34.22 38,33 42.93 173.31
Non-Tax Receipts . . . 55.49 82.87 54.50 56.84 59.30 61.92 64.68 67.61 310.35
Irrigation . . 26,75 26.50 25.00 3% 25.75 26.52 27.32 28.14 28.98 136.71
Forests .. . 5.20 5.72 5.72 10% 6..9 6.92 7.61 8.37 9.21 38.40
Debt Services . e . 1.36 2,90 1.40 3% 1.4 1.48 1.52 1.57 1.63 7.64
Receipts of Administrative Deparirrents 4.58 4.50 4.50 5% 4.72 4.96 5.21 5.47 5.74 26.10
Receipis of Bercficent Depariments . 10.77. 9.01 9.01 5% 9.46 9.93 10.43 10.95 11.50 52.27
Grants-n-aid ficm. the Federal |
Govain et . .- 1.89 17.53 2.05 2.05 2.05 2.05 2.05 2.05 10.25
Miscellancous Reccipts . . 4,94 16.71 6.82 . 7.13 7.44 7.78 8.13 8.50 38.98
_Syperatrnivaticn Alcwirccs anc kensions - (1.14) (b.71) (0.71) (Nil) 0.71) 0.71) 0.71) 0.71) (0.71) (3.55)
Staticrery .. .. .. (1.26) {1.56) (1..56) (5%) (1.64) (1.72) (1.81) (1.90) (.1.99) (9.06)
Other Hezds . .- (2.44)  (14.4¢) (4.4%) (5% (4.78) 5.01) (5.26) (5.52} (5.40) (26.37)
(a) S1at: Trading Fichits .. .- (..} (11.:2 (3.%1 (5%) (3.50) (4.09) (4.29) (4.50) 4.73) (21.5))
(b) Otlier Receipts .. . (o) (2.52) L.£4) 5%) (0.88) (0.92) 0.97) (1.02) 11.07) (4.86)
Total—Révmne Receipts’ .. 114.¢2 144.22 116.1¢ 123.35 133.13 139.58 148.74 158.71  701.51
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Eaclosure 2 to Annex IV

PROJECTION OF NON-DEVELOPMH\T REVENUE EXPEI\DI'I URFE OF THE GOYVERNMENT OF FUNJAB

{Rs in crores)

. 1973-74, 1974-75 Ficjection . Assessed Projections
Description}, Acluals Revised Ease rate of — -
1974-75  growth  1975-76  1976-77 1977-78  1978-79 1979-80  Total
1 2 3 4 5 6 7 8 T n
fl. Revenue Collecting Departments . .. 7.14 $9.10 9.0 6% 3.9 16.17 10,78+ 11.43 | 12.}2 £4.49
2. Civi ,Administration . . 23.96 36.62 " 36 51 6%, 38.70 41.02 43 .48 46 .0y 48.56 218.35
3. Development Dertts . 9373 153.30 153 30 15% 17¢.30 Uz %4 230 260 .4 3 e 11:8.70
L. Civil Wcrks and Miseellaneous Public '
Improvements .. . . 31.24 53.11 53 1 15%, 61.08 70.24 4 78 ¢ .0 10 2 4 411 84
(i) lirigation ., . oo L 20.98)  (35.64)  (35.¢4) “‘/ (o SN ) R T N WA KD I VT )
(if) Civil Works T .o (10.26) {17.47) .(17.47) (20 () 200 Do) (Ce o) (o s A
" 11. Education , .o 43.67 70.00 70.00 1‘7 EC.f0 € £ | [ PR S 5 10 %9 542 787
III. Other Beneficent De;:srtmenlb . 18.82 30.19 30.19 15% 34.72 3563 4t 02 2.4 €73 .23 11
4. Dekt Services . . . 8.36 17.96 ' '17.96 . 27.52 . 38.41 £424 7z ot 9§71 250.07
Central Loans  ,, . . 7.76 1$3.81 1381 .. 2118 1% < 49 €8 o ¢ S 8 26 58
- Other Interest - .. P 4.15 4.15 . 114.34 4.45 4,66 +.91 513 23.49
Appropriation  for Reduction. or ’ : :
_ Avoidance of Debt . . 0.60 .o . .. . . . . .
5. [Other Expenditure .. . . 13.32 31.90 32.46 3.2 38.45 . 31.07 38.76 40.53 185.713
() Relicf and Privy Puiscs$ .o . W 1,09 0.21¢ Nil 0.21 0,21 - 0.21 0.21 0.21 1.0
{b) Superannuation Allcwances and "
Pensions ., . . 6.36 7.09 17,09 3/, 7.30 7.52 7.75 7.98 8.22 . 38.77
(c) Stationery .. .. 1.50 2.00 2.00 5% 2.10° 2,20 2.31 2.43 ©2.55 11.59
(d) Miscellaneous Expendlture 3.53 - 2132 22.96 5% 24.100 25,30 26.57 27.90 29.30 133.17
(1) Wheat Subsidy .. . (14.20)  (20.06) (G7  (21.06) (22.11) [(23.22) (24.38) 25.60 116.37
. 2) Other Expenditure) :
W) Contﬁbution to Sugai Cess
e - 3.53 {2.90) (2.90) . (32D 3.04) (3.19) (3.35) (3.52) (3.70$) (16.80)
. i) OtberContnbutiom e . 42 G (..) 1(.0) N ..) .) (. (.
“(e) Civil Defence . . 0.16 0.40 0.20 6% 0.21° 0.22 0.23 0.24 0.25 1.15
Totsl—Revenve Espenditme ..  146.51  248.88  249.28 286.03  328.79 378.83 437.41 - 505.638 1936.74

R £ ..
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Eaclosure 3 to Aonex IV

PROJECTIONS.OF RBYBNUE RECBIPT3 OF THE GOVERNMENT OF SIND

(Rsin crores)
o CUUHETU 1971374 197475 Projection Assessed Projections
Dascription) - Actuals Revised, Base rate of

_ (1974-75) growth  1975-76  1976-77 1977-78  1978-79  1979-80 Total

1 _ 2 3 4 s 6 7 8 9 10 1
Royalty/Excisé. Duty on Natural Gas ., 0.42 1.24 1.52 5% 1.60 1.68 1.76 1.85 1.94 8.83
Provincial Tax Receipts .. e, 2.4 2.4 32.4 35.12. 38.08 41.34 44.94 48.91 208.39
Land Revenue ., . .e 6.10 4.00 4.00 4.00 4.00 4.00 -4.00 4.00 20.00
Agricultural Income Tax .. .. —_ 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.30
Provincial Excise - .. +.oo6,n .o 3.93 3.93 3.93 5% 4,13 4,34 4.56 4.79 5.03 22,85
Stamps ¢ .. = .. e e = 5.27 4,30 4.30 7% 4.6) 4,92 5.26 5.63 6.02 26.43
Registration * * 7V, . . 0.53 0.45 0.5 $% 6.48 1 N5 0.57 0.62 2.70
Motor Vehizle; Tax .. . .e 397 4.2 4,15 7% 4,55 1.7 5.21 .57 5.96 25.16
Other Taxes ~ ‘d Dut:es . . 12.60°  15.15 15.45  12% 17.3) 17,38 21.71 24.32 2 .24 197,95
Nor-Tax Receipti .e .. .. 22.33 33.23 18.83 19.46.  20.°S 21.69 21.34 22.93 103.57
Opium ._; . PN o ‘ .
Irrigition ..~ .. .- 4.47 0 S 00 5.0 500 5.00 5.0 5.°0 35.00
Foresis ' ... 1.47 1.55. 1.55 S% 1.53 1.71 .80 1.9 1.93 1.0(
Debt Services . .. . 1.05 1.66 1.66 | 1.66 1.53 1.65 . 1.66 166 ®.30
Receipts of A Iministrative’ Departmems) 2.80 2.90 2.90 5% 3.05 3.20 3.16 3.53 3.71 16.1%5

Receipts -of B:nefizent Dipartments .. 6.10 3.50 3.50 S% 3.68 3.68 4.05 4.25 4,46 20.30 .
Grants- mLald f’ro-n th‘ _.d_eral Goyeramzat  0.35 10.50 0.84 0.84 0.84 0.84 0.84 0.84 420

Mheellnneo- Recelpts .- 6.64 8.12 3.43 3.60 3.78 3.98 4.17 4.138 19.91
Supsranniation Allowances and Pﬂmlor\s. .09 (0.04) 0.09) (0.04) 0.09) 0.04) . (0.04) (0.04) (0.20)
Stationery . o ©.04) (0.09) (0.09) %3 0.09) (.09  (0.99 -(0.9% (0.05) (0.23)
Other Miscellaneous Heads .. .. (6.5  (8.40) . (3.39) (3.52)  (3.70)  (3.89) (4.08) (4.29)  (19.48)
(a) State Teading Profits .. . (6.56) (6.79) . (2.10) 5% (2.21)  (2.32) (2.4 (2.5 (2.69) (12.22)
_ (b) Other ceceipts} Che ee . = (125  (1.2%) 5% (L3 (1.3%) (L sy (1) (7.260
Totai—Revense Recelpty ., 55.70 6590  52.89 503 DB §3.71)  S3.03 7235 3199
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PROJECTION OF NON-DEVELOPMENT REVENUE EXPENDITURE OF THE GOVERNMENT OF SIND

Enclosure 4 to Annex 1V

(Rs in crores)
' ' 1973-74  1974-75 Projoction Assessed Proisctions
Description Actuals Revised  Base rate of ——— :
) . (1974-75) growth 1975-76 1976-77 1977-78 1978-79 1979-80 Total
1 2 3 4 5 6 7 8 9 10 11
1. RmenueCollocﬁng Departments .e 2.58 3.21 3.21 6% 3.40 3.69 3.82 4.05 4.29 19.16
2. ‘Civil Admintstration .. . 14.81 21.00 21.00 6% 21.26 23.60 25.02 26.52 28.11 125.51
3. Developmun Départments |, 38.45 57.83 57.83 66.50 76.47 87.94 101.14 116.31 448.36
1. Civil Works and Mlsullaheou Pnbl!c
Improvements. . . . 8.60 15.95 15.98 18.34 21.09 24.258 27.89 32.07 123.64
(i) Irrigation . . .. 4.39)  (10.49) (10.4%) 15% (12.06) (13.8D  (15.95 (18.34) (21.09)  (81.31)
(i) Civil Works . . (4.21) (5.46) (5.46) 15% (6.28) {(1.22) (8.30) (9.55) (10.98) (42.33)
11. Education . 22.88 33.00 33.00 15% 37.95 43.64 50.19 57.72 66.38 255.88
1M1, Other Beneficent Departments .. 697  8.38 8.88 159 10.21 11.74 13.50 15.33 17.86 68.84
4, Debt Services .o .e . 3.5 9.44 9.44 11.97 16.46 22.1% 29.26 37.98 117.82
Central Loans .. .o . i.s2 5.56 5.56 8.94 13.17 18.46 25.07 33.19 98.83
Other Interest .. .. .. .. 3.88 3.88 3.03 3.29 3.69 4.19 4.79 18.99
S. Other Expenditure . .e . 3.8 16.59 13.30 13.92 14.58 15.28 16.02 16.80 76.60
~ {a) Relief and Prlvy Pursw 0.49 0.10 0.10 0.10 0.10 0.10 0.10 0.10 .50
{b) Superannuation Allowanou nnd
ensions .e .. .. 1.69 2.00 2.00 3% 2.06 2.12 2.18 2.25 2.32 10.93
. (c) Stationery .. ve 1.09 1.21 1.21 5% 1.27 1.33 1.40 1.47 1.54 7.01
(d) Mmllaneous Expendlture .. . 0.50 13.21 9.92 10.42 10.95 11.51 12.10 12.73 57.11
m Wheat Subsidy e . (6.70) (7.89) 5% (8.28) (8.69) (9.12) (9.58) (10.07) (45.74)
- (2) Other Expenditure :
(1) Contribution to- Sugar
. Cess Fund .. .e ‘e (0.85) (0.85) 5% (0.89) (0.93). . (0.98) (1.03) (1.08) 4.91)
(i1 Other Contributions .e (5.65)* (1.18) 62 (1.25) (1.33) (1.41) (1.49) (1.58) (7.06)
(e) Civil Defeno_e .. . .o 0.06 0.07 0.07 1% 0.07 0.08 0.09 0.10 0.11 0.45
. Total—Revenpe Expenditure. ... ' 63.19 108.07 104.78 - 118.05% 134.71 £54.21 176.99 203.49 787.45

*Includes grant of Rs 4.48 crores to Local Bodies for Special Dearness Allowance,
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~ PROJECTION OF REVENUE RECBIPTS OF THE GOVERNMENT OF NWFP

_OLu

(Rs in crores)

Projzctions

, 1973-74 197475 Peojsction Assessed
Desctiption Actuns  Revised Basz rate of _ B
1974-75) growth 1975-76  1976-77 197778  1978-79  1979-80 Total
1 2 3 4 5 6 7 8 9 10 11
lﬁ!llt!/Exdse D!ﬂy on Natuoral Gas . - as .s - - - - .o -
Provincial Tax Receipts . .- 5.50 5.19 5.07 5.44 5.84 6.26 6.73 7.27 31.54
Land Reventie o . 0.58 0.70 0.58 3% 0.60 0.62 0.64 0.66 0.68 3.20
Agricultural Income Tax .. . . 0.01 0.01 Nil 0.01 0.01 0.0 0.0t 0.01 10.05
Provincial Excise .. .. .. 0.38 0.42 0.42 5% 0.44 0.46 0.48 0.50 0.53 C 2.4
_ Stamps . 2.28 0.68 0.68 7% 0.73 0.78 0.83 0.89 0.95 4.18
! Registration .. . 0.03 0.03 0.03 6% 0.03 0.03 0.03 0.04 0.04 0.17
Motor Vehicles Tax . . .. 0.68 1.75 1.75 1% 1.87 2.00 2.14 2.29 2.49 10.79
Other Taxes and Duties 1.55 1.60 1.60 10% 1.76 1.94 2.13 2.34 2.57 10.74
Non-Tu-Reccipts ‘e .. . 17.91 31.07 9.67 10% 10.49 11.43 12.53 13.82 15.33 63.60
Opium .. .. . . 0.01 .. .. .. e .. .. . .. ..
Irrigation .. .. . 1.04 1.0 1.0 3% 1.08 1.11 1.14 1.17 1.21 5.1
Forests .. .. i 3.00 3.00 3.00 2% 3.60 4.32 5.18 6.22 7.46 26.78
Debt Services . .. . 0.25 0.27 0.27 5% 0.28 0.29 0.30 0.32 0.34 1.53
Receipts of Administrative Departments. 0.83 .90 90 5% 0.95 1.00 1.05 1.10 1.16 5.26
Receipts of Beneficent Departments .. 3.13 1.18 1.18 5% 1.24 1.30 1.37 1.44 1.51 6.86
Granls-in-aid from the Federal Govem- .
ment 9.06 20.60 1.91 1.91 1.91 1.91 1.91 1.91 9.55
Hlltﬂlamous theipls . . 0.59 4.07 1.36 1.43 1.5 1.58 1.66 1.74 77
Superannuation Allowanoes and Pennom 0.02) (0.02) (0.02) 3% (0.02) (0.02) {0.02) (0.02) (0.02) ©-10
Stationery .. (0.23) 0.37) 0.37) 5% ¢0.39) 0.41) (0.43) (0.45) (0.47) 2.1%
Other Miscellaneous Heads )
(a) State Trading Profits ; .- 2.86) 0.15) 5% 0.16) 0.17) 0.18) 0.19) (0.20) (0.90y
(b) Other Receipts .. 0.34) (0.82) (0.82) 5% (0.86) (0.90) (0.95) (1.00) (1.05) (4.76)
Total—Revenue Receiptsl. . 3.41 36.26 14.74 15.93 17.27 18.79 22.60 95.14

20.55
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Eaclosure 6 to Anpixe IV
PROJECTION OF NON-DIVELIPMBNT. REVENUE EXPENDITURB OF THE GOVYERNMENT OF NWEFP

(Rs in crores)

ot

‘ : . 1973-74 197475 Projection Assessed
Daescription S Actuals  Revised Base rate of ——— o

e (1274-75) growth 197575  1976.77 . 1977-78  1978-79 197983  Total

Projections

Y e 1. b 2 3 4 5 6 7 8 9 10 1 -
1. Revenme Collecting Departmonts . 1.60 2.20 2.20 6% 2.33 .47 2.62 2.78 2.98 13.18
2. Civli Administration e e 6.26 19.75 16.00 62 16.96 17.98 19.06 20.20 21.41 95.61
3. Development Departients e 16.10 22.20 22.20 25.43 29.25 33.63 38.68 44.49 171.43

I:" Civil Works and Miscailaneons Pabiie )
Tprprements . . . - 4.42 5.60 5.60 6.34 7.29 8.1 9.64 11.09 42.74’
(i) Trrigation .. .. .. (2.12).  (2.8% (2.8%) 15% (3.18) (3.66) (4.21) (4.84) (5.57) 21.4
-(if) Civil Works .- .. (2.30) (2.75) (2.75) 15% (3.18) 3.6)). @.1Mn (4.80) (5.52) 21.2
I1. ‘Edacation .. .. . 8.17 11.40 11.40 15% 13.11 15.08 17.34 19.94 22.93 Y88.40 —

1. Other Beneficent Departments . 3.5t 5.20 5.20 15‘2 5.98 6.8 - 791 9.10 10.47 “40.34 g

4, Debt Services . e e .. 5.70 5.70 8.52 11.97 16.28 - 21.57 28.15 86.46"
Central Loans .. .. .. 3.47 3.47 e 6.15 9.50 13.69 18.93 25.40 73.67
Other Interesty .. e . 2:23 2.23 .. 2.37 2.47 2.56 2.64 2.75 12.79

SY-Olher Expenditare . . 1.52 8.98 14.62 15.32 16.05 16.82 17.62 18.46 84.27-
.'(é) Relief and Privy Purses .. .. "0.24 {0.0!7 0.01 Nut 0.01 0.0l 0.01 0.01 0.01 9.05
(5) Superannuation Allowances and
.+ Pensions - .. .e 0.97 1.28 1.25 3% '1.29 1.33 1.37, 1.41 _1.45 6.85

~1u(e) Stationery '.o, .. . 0.31 "0.33 '0.33 5% 0.35 0.37 2.39 0.41 0.43 1.95°

..., {d) Miscellaneous Bxpenditure::. .. ' ©1.38 "13.02 13.66 14,33 15.04 15.78 16.56 ¥75.37

}3 (\;Itlﬁe:tESxt:)t;sig_yt;m e aa . (5.60) (12.10) 5% (12.71)  (13.35) (14.0D) (14.72)  (15.46) (70.26)
e ndi . .. : .
{#) Contribution to Sugar
Cess Fund ., .e ‘e ©.47) 0.47) 5% 0.49) (0.51) (0.54) (0.57) (0.60) Q.71
. .. .00 Other Contributions ., (1.30) (0.45) 3% (0.46) .47 (0.43) (0.49) 0.50). (2.4))
{z; Civil Dcfcnqe e .e e e 0.01 0.01 . 0.01 0.01 0.01 0.01 0.01 0.05
" Totaf—Reveaas Ergenditare

.. 24.48 58.83 60.72 . 68,56 71.72 83.33  100.835 115.46 450.97




PROJECTION OF REVENUE RECEIPTS OF THE GOVERNMENT OF BALUCHISTAN "

1(Rs in crores)

S 1973-74  1974-75 Projection Assessed Projections
Description ; Actuals Base rate of
- 1974-75)  growth 1975-76 1976-77 1577-78  1978-79  1979-80  Total
1 2 3 4 5 6 7 8 9 10 1
Royalty/Excise Duly on Natural Gas .. 4.63  19.28  23.47 5% 24.64  25.87 27,16  28.52  29.95 136.14
Provincial Tax Receipts e e 1.04 1.10 1.10 1.17 1.24 1.31 1.39 1.47 s 53
Land Revenue .. .. 0.28 0.41 0.41 3% 0.42 0.43 0.4 0.45 0.46 2.0
Agricultural lIncome Tax .. .. BN e .. .. .. .. .. .. ..
Provincial Excise .. .. .. 0.19 0.10 0.10 5% 0.11 0.12 0.13 0.14 0.15 0.65
Stamps .. .. .o 0.12 0.12 0.12 7%, 0.13 0.14 0.15 0.16 . 0.17 0.75
Registration .. e .. 0.01 0.01 6% 0.01 0.01 0.1 0.01 0.01 0.05
Motor Vehicles Tax . . Q.29 0.27 0.27 7% 0.29 0.31 0.33 0.35 0.37 1.67
Other Taxes and duties .. 0.16 “0.19 0,19 109 0.21 0.23 0.25 ©0.28 0.31 1.2%
Non-Tax Receipts .. .. . '17.67 7.32 3.35 3.46 3.57 3.69 3.82 3.95 ‘18.49
Irrigation .. .- .- 0.13 0.13 0.13 3% 0.13 0.13 0.13 0.13 0.13 0.65
Forests 0.12 0.13 0.13 5% 0.14 0.15 0.16 0.17 0.18 0.80
Debt Services - 0.02 0.03 0.03 5% 0.03 0.03 0.03 0.03 0.03 .15
Reccipts‘of Admnmstrmwe Departmonts 0.50 0.35 0.35 5% 0.37 0.39 0.41 0.43 0.45 2.05
Receipts ochneﬁccnt Departments .. 071 0123 ©1.23 5% 1.29 1.35 “1.42 1.49 1.56 S |
‘Grants-in-aid from the Fede-ra.l Govern-
ment .. .. . e - 15.91 4.69 1.02 .e 1.02 1.02 1.02 1.02 1.02 5.10
Miscellaneous Rcceipts. . e .- 0.28 0.76 0.46 0.48 0.50 0.52 0.55 0.58 2.63
Superaonuation Allowances and Pensions. 0.01) (0.01) {0.01) (0.01) (0.01) (0.01) (0.01) (0.05)
Stationery .. PN .. e ies L .. ‘e S e .. . . ‘e e e
Other Miscellaneous Heads_ .o . (0.28)_ _ 0.75): 0.45) 5_% 0.47) (0.49) (0.51) (0.549) 0.57) (2.58)
(a) State Trading Profits, .. .. .. ©.300 .. .. . . - .
() Otherreceipts. <. . . +.. .. (0.28) (045  (0.45) .. 5% o. a1 . (0.49) . 0.5  (0.59) (o 57) (2.58)
Total—Revenne Receipts - . 23.34 21.70 27.92 29.27 30.68 32.i6 B33 3537 16L.71

vl



Eaclosure 8 to Annex 1V
PROJECTION OF NON-DEVELOPMENT REVENUE EXPENDITURE OF THE GOVERNMENT OF BALUCHISTAN

{Rs in crores)

1973-74  1974:75 . Projection Assessed Projections
Description ; Actuals Revised Base rate of
’ (1974-75) growth 1975-76  1976-77 1977-78  1978-79 1979-80 Total
1 2 3" 4 5 6 7 8 9 10 11
1. Revenue Collecting Departments . 0.48 0.67 0.67 6% “0.71 0.75 0.80 0.85 0.9 4.01
2., Civil Administration .. .e 4.78 8.36 8.22 6"/.' 8.7 9.23 9.78 10.37 10.99 49,08
3. Developruent Departments .. . 12.65 18.72 18.72 21.53 24.76 28.47 32.74 36.33 143.83
L. Civil Works and thelhneons Pnblic
Improvements . . 6.13 8.12 8.12 9.34 10.74 12.3% 14.20 16.33 62.96
(1) Irrigation .. .. .. 1.25) {1.82) (1.82) 15% (2.09) (2.40) (2.76) 3.1 {3.65) (14.07)
(ii) Civil Works . (4.88) 6.30) (6.30) 15% (7.25) (8.34) (9.59) (11.03) (12.68) (48.89)
II. Education .. 3.33 5.60 5.60 15 6.44 7.41 8.52 9.80 9.95 42.12
1I1. Other BeneﬁoentDcpartmenh e 3.19 5.00 5.00 15% 5.75 6.61 7.60 8.74 10.05 38.75
4, Debt Services .. .. . 0.02 4.33 3.57 —_ 5.16 T7.15 9.64 12.75 16.57 51.27
Cmf.ral Loaos ve .. .. 0.02 2.73 2.73 —_ 4.32 6.31 8.80 11.91 15.73 47.07
Other Intcrest” .. .. .e - 1.60 0.84 — 0.84 0.84 0.84 0.84 0.84 4.20
Other Expenditure . .o .e 0.52 3.85 4.83 5.06 5% 5.55 5.82 6.10 27.83
(a) Relief and anyPursm . 0.17 0.12 0.12 Ni 0.12 0.12 0.12 0.12 0.12 0.60
(b) Superannuation Allowanm and
Pensions . v .. 0.15 0.26 0.26 3% 0.27 0.28 0.29 0.30 0.31 1.45
(c) Statiopery .. 0.03 0.03 0.03 5% 0.03 0.03 0.03 0.03 0.03 0.15
(d) Miscellaneous Expendmn'c .. 0.17 3.4 4.42 ' 5% 4.64 4.87 5.11 5.37 5.64 25.63
(1) Wheat Subsidy . .. MNA) (3.12) 4.24) 5% “4.45) (4.67) (4.90) 5.15) 5.41 24.58
(2) Other Expenditure : | ° ( ( ) )
(i) Contribution to Sugar
Cesg Fund . . - .
(#) Other Contributions 0.17) 0.32* (0.18) 5% (0.19) (0.20) ©0.21) ©.22) (0.23) (1.08)
(e) Civil Defence .. e . .. e . . .. - .
‘Total—Revenue Expenditure .. 18.45 3593 - 36.01 4.17 4719 5424  62.53 70.89  276.02

®Includes grant of Rs 14 lakhsto Local Bodies for Special Dearness Allowance.

£
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Annex V to Appendix X

COMMENTS OF GOYERNMENT OF SIND
FEDERAL REVENUE RECEIPTS DURING 1975 to 80

Among tax receipts, import duty is assigned a growth rate of 109 while excise
duty 97{ sales tax 8% etc., against 129 assigned to Provincial other taxes and
duties and 7% for motor vehicles tax. It is indeed surprising that income
clastic taxes such as import duties, excise etc. are subject to not more than 10%
while the inelastic Provincial taxes have been assigned highly optimistic growth
rates, A comparison of the growth rates assigned to Provincial and Federal Taxes
would clearly show that the consideration in working out the estimates is to
deflate the Federal Governmentrevenue and inflate the Provincial Governments’
receipts thus avoiding the need for larger and justified transfer of resources
from the Federation to the Provinces. If the projection 1975-76 for tax receirpts
is compared with R.E. 1974-75 a growth rate of 4,77 70 1s established against 7.35%
growth rate assigned to Provincial tax receipts. Reference to Table IV page 85
of the working papers for the Development Perspective 1975—80 Vol, 1 published
by the Planning Commission would be of interest. The growth rate assigned
during 1965-70 to import duties is 11.4% excisc and sales tax 14,59% income tax
11.4%. For the period 1970-75 the growth rates are even higher at 23 .5% and
14 7. The growth rates for 1965-75 rates are actual and to that extent eithet there
bas been a sharp decline in the economy which does not seem to be corrobo-
rated either by the Planning Commission or the Ministry of Finance or the accele-
ration indicated by the Ministry in the estimates furnished for the working group
appointed by the Finance Commission is underestimated.

Projections of Federal Non-development Expenditure daring 197580

(1) Revenue Collecting Departments.—The increase is 25.44%,. The break-
down of items listed has not been furnished. The details in respect of items 4 & §
need to be furnished and expenditure on non-recurring items excluded.

(2) Audit.—The increase is 29.32%. _ This is exorbitant for nen-dynamic
function like audit. Details should be furnished. :

(3) Police—The increase in R.E. 1974-75 over actuals for 1973.74 is 123
percent which despite the items listed suggests that the Ministry of Finance has
been lavish with this agency. Curiously enough the Ministry refused to accept
outside the budget sanction on a much smaller scale accorded by the Sind
Government in  respect of various functional activities in this Province. The
bench-mark i.e. R.E. 1974-75 includes pon-recurring items like helicopter and
other equipment which may have been sanctioned against the items listed (iv)
(v) and (vi).

The projection for 1975-76 on the basis of R.E. 1974-75 indicates an accelera-
tion of 27.08 % against the agreed rate of growth of 6%. :

(4) Frontier Regions.—The increase in R.E. 1974-75 over 1973-74 is 145.33 Yo
Here again non-recurring element should be excluded.

(5) Education.—Increase is 165.66%, A phenomenal rise foran sgency which
is not direculy concerned with either the management of Educational Institutions
or their coatrol.
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~ <A cursery-glance at the estimates furnished by the Ministry of Finance indi-
cafes ;
{@) that the baild-up in expenditure during the current year has been inex-
plicably iavii particulariy so when tiie Ministry exhorts the Provinces
to balance tne budget and also throw up surpluses;

(h) that detaiis of the L. .zk-up Lave not boen furnisheds

. () that pon-recurring iicas have been included in.the bench-mark figures ;
and
(d) tha: agreed growti ratss have not becn used for projecting expenditure
ip the coming ycars aid where this is so  the bench-mark has been
inilated thirougi: geucrous sanctioas Juring the course of the current
year.

EITH

C e e —— e — T e et v =



o

Annex VI to A!pondlx X

PROJBCTION OF REYBNUE RECEIPTS OF FEDERAL GOVERNMENT DURING THB PERIOD 1975—80 -

(Rs in crores)
1973-74  1974-75 Bas: foc  Aanual 1975-76  1973-77  1977-718  1978-79  1979-80 Total
Actuals  Revised = future growth Projact-  Projact- Project- Project-  Project-  1975—80
- ' projoct- rate ion ion ion ion ion
ion - :

TAXH RECEIPTS .e .o .e 924.49 1237.53; 1339.56 LUT71.0S 0 1293.92 1435.88  1592.88  1769.15 7264.88
Pr[n‘dpal Heads v v ve 92145 1044.45  1939.95 1150.45 1274.30  1413.18 1569.05 1744.13 7151.12
‘Customs : . e e .. 428.03  473.50  469.00 533,05  606.08  689.37  784.39  892.83 3505.72
(Import Duties) .. . ce (237.39) (343.00) (343.00) 1524 [(394.45) (453.62) (521.66) *(599.91) (689.90)  (2659.54)
) (.B;q;ort Duties) .. e .o (190.54) (130.50) (126.09) 102, (133.60) (152.46) (167.71) (134.48) (202.93) (846.13)
,Bxcis:: Duties oo .o . 293.00  339.10 339.10 9% "369.62 402.89 439.15 478.67 221.78 2212.08
‘ Tax;zs c;n Income .. - . o 11945 120.00 129.00 2.5% 123.00 126.07  129.22 132.45  135.76 646.50
Sales Tax .. - .o 56 . 74.97 105.00 105.00 12% 117.60 131.71 147.52 165.22 185.08 747.10
Other Taxes .. .. .. e vl 5.95 5.85 5.85 6.14 6.45 6.77 7.11 7.47 33.94
Worker's Welfare Tax ; . e 0.05 - 1.00 1.00 5% 1.05 1.10 1.15 1.21 1.27° 5.78
Surcharges, -.. T .e Ve I'3.04 23.08 19.61 ’ 20.59 21.62 22,70 23.83 25.02 113.76
.Natural Gas .e .o ‘e 0.7% 19.61 19.61 5% 20.59 21!62 22.70 23.83 25.02 131.76

Cement .. .. . e 0T 1.8 ... } .. .

- Pri¢ Equalization ..” ., ., 188 1.3 .. . . . .. .

NON-TAX RECEIPTS e .. 151.05  211.56 i9§.51 233.02  258.02 2§i.32 - 313.60  347.64 143369
InterestRecelpts .. .. ... '39.08 105.48 i06.82 128.60 14664 16313 . 18778  213.67 - 840.12

=Tl
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Ammex VI (contd)
(Rs in croras)

1973-74  1974-75  Base for Annual 1975-76 1976-17 1977-78  1978.79 1979-80  Total
Actuals  Revised  futuce growth  Project- Projoct-  Project-  Project-  Projoct- 197539

project- rate ion ion ion ion ion
ion .

Interest Rooeipts ., .e . 36.93 81.1% 81.15 15% 93.12 197.32 123.42 141.93 163.22 629.24
Roturn on [avestments .e ve 1.9 20.08 20.05 10% 22.20 24.20 26.62 29,28 32.21 134.34
Return on Vegetable Industries .. .e ‘e 0.63 10% 0.69 0.75 0.84 0.92 1.01 4.21
Fueland Power Corporations ‘.. .. . 0.19 10% 0.21 0.24 0.26 0.29 0.31 1.31
Return on Maritime Shipping .o . .. L.51 10% 1.66 1.83 2.01 2.21 2.43 10.14

Return on B.. M. Corporations . . 3.29 10% 3.6 3.98 4.38 4.81 5.29 22,08
Return on Nationalized Banks .o v 4.4 0.63 10% 7.10 8.62 5.60 8.34 9.20 38.86 Yt

Other Receipts . o .« 12,08 106,12  92.69 104.42 111.03; 118.19 125.82 133.97  593.48 :
Opium . . . . 0.14 0.24 0.24 . 0.24 0.24 0.24 0.4 0.24 1.20
Post Office .e . o =1.03 —4.13 5.3 o . . " e e . .-
Telephone and Telegraph ., . 22.45 12.84 12.84 10% 14,12 15.53 17.08 18.79 20.67 86.19
Civil Administration. . .e .. 14.04 7.54 7.54 1% 8.07 8.63 9.23 9.88 10.57 46,38
Currency and Mint ., . .. 15.98 24.02 24.02 - 71.5% 25.82 27.76 29.84 32,08 34.48 7149.98
Civil Works .e . . 1.88 1.51 1.51 1% 1.53 1.55 1.56 1.58 1.60 7.82
Defence Receipts ., .. . 33.73 32.86 20.80 21.84 22.93 24.08 25,28 26.54 120.67
Miscellancous Receipts .e .e 24,34 31.24 31.24 5% 32.30 34.44 36.16 37.97 39.87 181.24
Total .. 1075.54 1279.09 1259.07 1404.07 1553.94 1717.20 1906.48 2116.79 3698.48

Income Tax refund to A.K. Govarn- ‘

yment .o .e e .e —2.50 —2.50 —=2.50 —2.50 —2.50 ve .e e -5,00

- . Total ., 1073.04 1276.59 1256.57 1401.57 1551.44 1717.20 1906.48 2116.72  $693.43

TSR TSI R i et ot ) ) e e s e i iy e o o —out e
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Amex VII to Appendix X

PROJECTION OF NON-DEVELOPMENT REVEUNE EXPENDITURB OF FEDERAL GOVERNMENT DURING THE YEARS :975—80
_ (EXCLUDING SUBSIDIES AND GRANTS TGO PROVINCES) -

(Rs in croros)
1973.74  1974-75 Basc for; Annual :1975-76 197677 1977-78  1978-79  1379-80  Total
Actual  Revised future growth Pro; ect- Project-  Project-  Project-  Project- 1 975—30
project- rate ion ion ion, jon ion
ion

Revcone Collecling Deparimerts. . . ; . 6.76 8.54 8.30 €% 8.80 9.33 9.89 10.48 1.1 49.61
Civil Administration™ .. . .. 83.31 139.86 123.49 “% 130.90 138.75 147.09 355.91 165.26 737.92
General Admibistration .. ‘e 30.89 32.24 32.00 33.92 30,96 312 40.41 42.83 191.24
Audit e b e 4.40 5.24 5.24 5.5% 5.88 6.23 “6.60 ~7.00 31.26
Police; . 10.86 24.19 20.50 21.73 23.23 24.41 25.87 27.42 122.46
Frontier chlons . . 22.39 54.92 47.00 49.82 52.81 55.98 5¢.34 62.90 280.35
Other Adininistrative Departments . 2.35 3.25 3.2% 3.45 3.66 3.88 4.11 4.36 19.46
Foicign Affairs e ‘e e 12.42 20.02 15.50 16.43 17.42 18.47 19.58 20.75 .92.65
Jeneficent Departments . 27.62 38.32 32611 189, 33.60 44.4C 51.06 58.72 67.52 260.30
Scientific Department ¢ . .. 13.21 13.62 13.62 15.66 18.01 20.71 23.82 27.39 - 105.59
Education .. 3.64 9.67 5.80 6.67 7.67 8.82 10.14 11.66 44,96
Agricullure lndustnes, and Flshcnr.s .e 1.45 2.01 2.01 2.31 2.66 3.06 3.52 4.05 -15.60
Mcdical and Public Health 2.. .o 5.34 7.33 5.80 7.77 5.94 10.28 11,82 13.59 52.40
Aviztion] ., . . e 2.85 4.56 4.25 4.89 5.62 6.46 7.43 8.54 32.54

Investment Promotion md Su xphes De-
partment 1.13 117 1.13 1.30 1.50 1.73 1.99 2.29 4.81
Currency and Mint ., .o . 2.39 2.9 2.60 6% 2.76¢ 2.93 3.1 3.39 3.350 15.60
Pcension, Stationery and l’rlnlmg . 5.92 6.72 6.72 6% 7.12 7.55 8.00 '8.48 8.99 40.14
Civil Works .. oo F . . 8.47 11.02 11.00 6% 11.66 12.36 13.1¢ 13.89 14,72 65.73
Debt Services .o . . 298.00  298.00 432.00 371.00  491.00- 601,00 655.00  1550.00
Other Lxpenditure .. 17.59 24.45 22.90 6% 24,27 25.713 27.27 28.9]1 30.64 136.82
Delfence . - ve .o 485.68  613.87 ©13.87 6% 650.70 689.74 731.42 774.99  821.48 3668.33
Granfs to Provinces .. . .e 15.85 63.32 5.82 5.82 '5.82 5.82 5.82 5.82 29.10
Grants to Azad Kashmir ‘e . 2.50 e . ‘2.50 2.50 2.50 7.50
Total .. 653.59 1297.00 - 1127.81 1312.63 1307.62 1490.26 1664.00 1786.54 7561.05

6¥Y
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AmVIIIloAppudixXa\

FEDBRAL GOVERNMENT'S PROFIT ON RICE EXPORTS AND EXPBNDITURE ON*:
SUBSIDIES

1, Profit on Rice

I1. Subsidies . . . . . . .
(Indigenous)

Edible off -

Oil Refineries

Cotton Export Corporation (Cotton Exports)

Fertilizers

Other subsidies . .. .. . .. ..

(a) Karachi Shipyard .. . A . .

(b) On salt and kerosene oil in Gilgit Area

R E R o

{(¢) On wheat, sugar, kerosene oil etc., in Azad Kashmir
(d) On interest to specialized institutions

(¢) Pakistan Broadcasting Corporation

(f) Export of cottonseed meal ..

(g) On NIT Units in licu of guaranteed dividend

(h) Pakistan-Qil Fields Ltd to meet shortfalls in income
(i) Tourism Development Corporation

() Miscellaneous

Total Subsidy
Dedusr :
(i) Surcharge on Petrolenm Products .. .. .. .
(i1} Surcharge on Fertilizer .. .
Net Subsidy

(Rs in crores)
42.59

.. 223,09
(209.63)
(13.46)
52.00
25.55
27.14
12.36
32.49
6.63
. (..)
.- )
©.34)
(0.90)
. (2.00)
.. (1,23
(0.67)
(0.27)
(0.05)
(.17
379.26

. 7.19
. 23.81

348.26

—om——



PROJECTION OF DIVISIBLE POOL AND PROVINCIAL SHARES DURING THE PERICD 1975 TO 1980

Annex IX to Appendix X

(Rs in crores)
1974-75 Basc for Anpual 197576 197677 1977-78  1978-79 197980  Total
Revised  future growth Project- Project-  Project-  Project-  Project- 1975—80
project- rate ion ion ion ifon ion
ion
L. CUSTOMS : ,

Raw Cotton” .e . . . 58.00 58.00 10% 63.80  70.18 77.20 84.92  93.81  389.51
Less Collection Charges (5%). . . . 2.9 2.9 .19 3.5 3.86 425  4.67  19.48
Divisible Revenue .. . . . 55.10  55.10 60.61 66.67 73.3¢ 80.67 88.7¢  370.03
Federal Share (20%) .. . . 11,02 11.02 12.127  13.33 14.67 16.14°  17.75  74.01
Provincial Share (80%) .. . oe 4408  44.08 48.49  53.34 58.67 64.53 70.99  296.02
Provincial Share (46% of 80 %) . . 2028  20.28 2230 24.54 2699 29.68  32.66 136.16
~ Punjab ., . . . . 11.46 11.46 12.60 13.86 15.25 16.77 18.45 76.93
Sind .. . . v . 4.77 4.7 5.24 5.77 6.34 6.97 7.68 32,96
N.W.F.P. . - . . 3.14 3.14 3.46 3.80 4.18 4.60 5.06 21.10
Baluchistan . . . . 0.91 0.91 1.00 1.11 1.22 1.34 1.47 6.14
IL TAXES ON INCOME:: .. v 120,00 120.00 2.5% 123.00 126.07 129,22 132.45 .35.76  646.50
Less: .. . e . . 1470  14.70 15.07 15.46  15.83 16.23 16.63  79.20
(1) Federal Emoluments,, .. . .. 6.20 6.20 6.36 6.51 6.68 6.85 7.01 33.10
@) A.J.K.Government .. . . 2.50 2.50 2.56 2.63 2.69 2.76 2.83 13.47
(ilt) Collection Charges (570 - . . 6.00 6.00 6.15  16.30 gs.«s 16.62 6.79  32.33.
Divisible Revenue . . .. 105,30  105.30 107.93 110.63 113.39 116.22 119.13  567.30
Federal Share . . 21.06 -21.06 21.58 - 22.13°  22.68 23.24 23.83  113.46
Provincial Share (80%) .. . . 84.2¢ 84,24 86.35 88.50  90.71 92.98 95.30  453.84

Ist



Aunex IX to Appendix X (contd)

FROJECYION OF DIVISIBLE POOL AND PROVINCIAL SHARES

J(Rs in crores)

1974-75 Base for Amoual 197576 1976-77  1977-78  1978-79

1979-80  Total
Revised future growth  Project- Project-  Project-  Project-  Project-  1975—32
project- rate - ion ion jon’ ion’ fon
on;, -

Proviaciai 3hare (4574 of $3 %) . .o 38.75 38.75 . 39.72 40.71 41.72 42.77 43.84  208.77
Punjab .. . .e . .o 21.89 21.89 22,44 23.00 23.37 24.17 24.77 . 117.95
Sgnd .. . . . . 9.11 9.11 9.33 9.57 9.80 10.05 £0.30 49,06
"N.W.F.P., .. . . . 6.01 1 6.01 6.16 6.31 6.47 6.63 6.80 32.37
Baluchistan . ‘e . . 1.74 1.74 1.79 1.83 1.88 1.92 1.97 9.39

11, SALES TAX:; .. . . o 10500 105.00 12% 117.60  131.71  147.52  165.22  185.05  747.10

Less Collzction Charges (5%) . . 5.25 5.25 5.8% 6.59 .7.38 78.26 '9.25 37.36

Divisible Revegre . . e v 99.75 99.75 11172 12512 140.14° 156.96  175.80 700.74 W

Federal Share (20%) . . - 19.95 19.95 22.34 25.02 28.03 31.39 35.16  141.95 a

Provincic) Share (80%) v . . 79.80 79.82 89.33: 100.10  112.11  125.57  140.64' 567.79

Provincial Suiiez (46 % of $0%); e ve 36.71 36.71 4111 46.06 51.57 57.76 64.69  261.19
Punjab *., . ve . . 20.74 20,74 102323 7, 26,92, 29.14 32.64 36.5.  147.57
Sind .. . . - . 8.63 8.63 9,66 19,82 12.12 13.57 15.20 61.38
N.W.F.P, . . e . 5.69 5.69 6.37 -.14 7.99 8.95 10.03 40,49
Baluchistan .. . . . 1.65 i11.65 1.85 2,07 72,32 2.60: 2,915 11.75

SUMMARY,

Divisible i’o0l . . . o 260,15 260.15 280.26 30243 326.37  353.83 3383.67 1647.0F.
Federal Sharc (2099 ¢ .. . . £2,03 52.03 756.05 60.49 G5.37 70.77 76.74  320.42%
Provincial Sharo @ 30% .. v .. 208.12  208.12 224.21; 241.94; 261.50 283.08  306.93 1317.6;
Provincial Shate (46 %of 80%) . e 9574 95.74 103,14 111.29  120.20  130.21  141.19  606.12°

Punjab_ . . . . 54,09 54.09 58.28 62.88 67.95. 157 73,57, 79.77 [342.46
Siod .. . . . . 22,51 22.51 24,24 26.15 28.27 30.60 33,18 142.44
N.W.F.P. o e . . 14.84 14.84 15.98 17.25 18.65 . 20.18 21.89 93.05
Galychistan ., . . - ¥4.30 rd.30 4.64  5.00 5.41 5.86] 6.35 © 27.27

-~ B - — - e —_— —_ — -— - - —
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Amnex X to Appendix X

LOCATIONAL INVESTMENT (COMMON)

: (Rs in lakhs)
Division/ Upto  1955-60 1960—65 1965-70 1970715
Organisation 1955
Civit Aviation .. . . — 17415 41173 93,31 245,76
Food Divison .. e e —  476.60 836.37  714.63 1600.14
Health Division .. . - - - —  151.18  196.56
Planning Division .. o . — — — 2.50 8.26
Rellways .. - . — 11690 429.50 621,20  362.50
Social Welfare .. . . - - — 149.44  98.10
States & Frontier Reglons ..~ . — _ 400 426.40 270.57
Directorate of Oil Operations . — - - —  137.19
Diroctorate of Petroleum Concessions. . — — 2L 133.09  235.69
Energy Resource Cell . . - — — — 3625
Pakisten Mint .. . . - - — 3.15  6.30
Population Planning . . — —_ —_ 533.14 -
Social Welfere Organisation . - — — 11.06 12.91
House Building Finance Corporation —_ 571.44  1392.87 1331.83 4263.14
Ol & Ges Development Corporation - —  1191.50  2436.30 4572.10
Pakistan Broadeasting Corporation .. 1.85 8.77 139.52 385.68  917.82
Pakistan Tnternational Airlines
Corporation . . - - —  3109.50 12499.40
Pakistan Mineral Developmen
Corporation . . - - - - —~  389.54
Pakistan Television Corporation .. - —_ —_ 35.11  478.47
Security Papers Limited .. “ .- - — 32484 3634

Total .. 1.85 1347.86 5147.60 10462.36 28367.04
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Annex XI to Appendlx_}

LOCATIONAL INVESTMENT (PUNJAB)

(Rs in lakhs)
Division/ Upto  1955—60 1960—65 1965—70. 1970—75
Organisation 1955
Civil Aviation . . . — 83.90  303.40  485.77 . 504.26
Food Dwision . ‘e . - 15.75 38.49 29.79  215.01
Health . Division .. .. . - - - 7.03 -
Interior Division .. ‘e - —-— - 58.76 40.25
Prcduction Division . - 4.39 1956.25 3738.86 32186.22
Tqurism Division .. .. . —_ — - - 13,07
Directorate of Gas Operations . — — 1141.20 189,53 -
Meterelogical Department .. .. _ — 16.01 13,21 14.61
Pakistan Mint - - - 6.00 54.48
Peoples Works Programme .. .. - — —_ - 113.‘56
Population Planning — — — —_ 1138. 20!
Post Offices . — 21.50 41.50 {124.79 ! 164. 70
Staff Welfare Organisation .. . — - 4.65 11.00 16.263
WAPDA (Power) .. —  2471.03 8399.49 9629.32 17355:98
WAPDA (Water) .. e T — 53172 3780.35  6833.20 17 7000,39
Agricultural Development Bank of Pakistan ~ — — - — 5"1'59.20
House Building Finance Corporation 3 — — — 72.66% $1784.93
National Power Construction - =
f‘o*nurafmn .. —_ — —_ — 90. 00
Pakistan Breadcasting Corporation ¥ .. 7.46 20.39 51.34 98.29 56. 3(')_‘
Pakistan Mineral Developmcnt ' &
Corporation .. . - — 153.50 —3 s0.01
Phklstan Refugee Rehabxhtanon Finence -
: tion . {67.63 33.724. . 21.95 10.09 [2.01
Pakistan Television Corporation . —_— —_— —_— 165.41 334.741

Total

75.09 3182.40 15906.13 21473.71 66874.18
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Annex XI1 to Appendix X

LOCATIONAL INVESTMENT (SIND)

. (Rs in lakhs)
Division/ Upto 1955—60 1960—65 1965—70 1970—75
Organisation 1955
. ;

Civil Aviation . . .. —  78.33 375.12 242.83,  491.99
_Food_Division . . .. — 103.13 44.11 52.10 77.82
FHealth Division .. . e = = — .81 11314
¥Proguction Division .. " .. = 1.05; 912,39 1344.95 50230.81

Tourism Division .. ve. . —_ - - —_ 19.00

Directorate of Gas Operations .. . - —_ 110.74 — 15.00
'Meteorological Department . = = 21,43 3763 28.49

Population Planning .. . “ - — — — 386.70

Post Offices .. o ve . -— 14.50 26.00 77.21 93.12

Stafl Welfare Organisation . . — - 1.60 19.79 _-56‘,_96

WAPDA (Power) .. e —  104.33 1071.70 3086.69 7944.?4

WAPDA (Water) . e . —_ 9.84 440.70 2698.16 39,?6.‘7..4

gDl oo

House Building Finance Corporation e —_ — —_ 131.00 - 2356,.64

Pakistan quqdmsting Corporation . 12,97 27.18 22.36 70.45 70.37

Pakistan Mineral Developmet Corporation — — — — 16.27

Pakistan Refugee Rehabilitation '

_EinanceCorpora.tion e .. 146.43 48.62 11.71 1.14 0.72
Pakistan Television Corporation .o _— —_ — 141.19 39‘_1.70
Rico Export Corporation -« «»  — 63.00 48631 47078 139:45

Total .. 219.40 449.98 3524.67 8;“4.73 6922_6_.?46
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Amnex XIII te Appendix X3

LOCATIONAL INVESTMENT (NWFP)

(Rs in lakhs)
g:mz/uon B :Jyp) L;) 195569 196085 136570 1 81075
Civil Aviation .. . . - 9.23 30,15 138.22 256,44
Food Diwision . . .. —_ -_ 0.53 1,93 8.29
Interior Division ,, . .. - -_— -— 36.81 41.56
Production Division . - 4.75 2,87 6.77  198.88
Tourisw Division .. .. . - - - = 158
Directoraie of Gas Operations .o -— -_ 129.26 —  1100.00
Meteorological Depariment .. . —_ - 10,58 21.79 30.69
Peop:es Works Programme .. .. —_ —_— - - 2,36
"Pupulation Plannuing o o -— —_— —_ _— 241.25
Post Offices . . . - .15 24.00 637  4.27
‘Staff Welfare Organisation .. .. - 2.80 57,37 = 3.30
WAPDA (Power) .. . .. - -_— -— — 2729.75
-WAPDA (Water ) .. .. .o —_ —_ 673,34  997.40 1076.17
A Deemet Bk gy
House Building Finance Corporation .. — —_— -— 5.43 110.49
Pakistan Broadcasting Corporation .. 3.39 6.08 l.22 0.54 124.60
Pakistan Mineral Development )
Corporation . -— -— —_— 213.60
Pakistan Refugee Rehabilitation
. Finance Corportion . . 14.50 595 2.38 - -
Pakistan Television Corporation . —_ - —_— -— 291.86
Tobacco Board .. . . - - - -_— 33,50

Total .., 17.89 35.9¢ 928.70 1271.26 6827.80
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Annex XIV to Appendix X§
LOCATIONAL INVESTMENT (BALUCHISTAN)
{Rs in lakhs)
Division/ Upto  1955—60 1960—65 1965—70 1970—75
Organisation 1955
Civil Aviation .. . . — - 3.76 62.27 ‘1.18
Food Division - . .. — 22,88 17.55 —_ 7.21
Health Division .. .. . — — —_ - 250.00
Production Division .. . — 0.03 0.28 0.51 0.37
Tourism Division .. . . —_ — - - 2.67
Drrectorate of Gas Operations .. — — 81.49 15.17 —
Directorate of Oil Operations .. —_ — 226.20 268.26 100.08
Geological Survey of Pakistan . — -_ 228.20 268.27 99.10
Metearological Department .. s —_— —_ 8.17 17.93 12.26
Population Planning . . - - - — 57.18
Post Offices .. . . — 6.21 7.00 11.67 8.39
Social Welfare Organisation .. — - — 0.09 0.55
WAPDA (Power) .. .. . — — 216.08  4724.93 1026.29
WAPDA (Watcr) .. .. . - — — — 355.00
Agricultural Development Bank of
Pakistan .. .. .. —_ - - - 272.10
House Building Finance Corporation . . - - - oml 107
Pakistan Broadcasting Corporation .. —_ 14.31 16.36 37.22 65.58
Pakistan Mineral Deveiopment - —  276.30  505.54  300.20
Corporation ‘
Pakistan Refugee Rehabilitation
Finance Corporation e . 6.11 1.52 1.36 — —
Pakistan Television Corporation .. —_ — — — 243,20
Total 6.11 44.95 1082.75 1662.64 2823.07
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Annex XV to Appendix X

ECONOMIC INDICATORS

Punjab Sind NWFP Baluchistan Natioosl/
L.—Suggested by Government of
2 Sind .
1. All-weather road mileage ¢
' a thousand popu-
( )ﬁ . p . 0.21 0.19 0.15 0.66 9.21
&) pet 100 square miles

v i0.06 4.14 4.62 1.04 4.46

2. Railway mileage ; .
(a) Route mileage .. §£2,843.305 [1,376.670 915.610 339.590 5475.175
(b) Track mileage .. 33,956.897 ;2,263.°44  1,117.280 425.912  17,763.433

(c) Mileage per 100
. populetion .o .. .e .o .e . 0.082
(d) Mileage per ‘000"
square miles .e . .o ve . .e -1.786
3. 'Number of telephones
“per thousand population _ )
(total population :68.22 o
million} .. . 2.24 - 6.84 1.1¢ 1.83 3.0
Total telephones .o . 89,721 197,290 112,534 74,635 7204,180
Population 140,042,189 14,220,389 11,428,357  2,532,54} ~68,223,476

,,\Number of pationalised
. :gcommerical banks’ bran- )
L 3 clm per thousand popu-
.+ lation . . 0.065 0.079 0.047 0.051 0,065

. Consumption of electri. ‘
city per capita {in units  Separate provincewise figures mot- yet available “10.84
excldgh sCPQ & MES- " : :
CO) (po, ulation 67.17
‘milljon). .

(6. - Percentags of literacy {k  Separate provincewise figures not yet available 21%

7. Number of students en-
rolled (000) §

(a) Primary institutions 3000 1087 nz 106 4008
(b) Secondary institutions 952 281 232.9 23.1 . 1500
" {¢).Higher institutions

(including professio-

~vocational and
) . 182.9 127.9 35.2 4.6 350.6

(MBBS pec * 000 * of
population) o (0.03) (0.12) (0.03) 0.12) 0.05)
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Punjab* Sind NWFP  Baluchistan National/ di
| Total €?
8. Number of hospital beds
per thousand population
{including Rural Health
Centres) . . 0.43 0.70 0.70 0.75 0.54

9. Access to piped water

% of population :
(a) Urban .. .
(&) Rural ..

10. " Per capira income :

(a) Provincial .

(b) Districtwise o

I.—Spggested by Government -

of Baluchistan

11. Price ndex for the years
1965-66 to 1974-75

{a) Constructl on materi-
als . .

(h) Other commodities.®

12. Wage index for the years
from 1965-66 to 1974-75

13,' Rise in contract rates for
the years from 1955-66
to 1974-757 .. .

14.*Development expendi-
ture for the years from
1955-56 to 1969.70 of
the Provinces! :

15."Loans (foreien and
local) waived off by Fed-
. ral Government :1

(¢) Foreign loans ..
(M) Local loans (Rs
erores

e .o

16. Iacidence and collection
of Federa| taxes compri-
sing drvisible pool from
1955 to 1970

Information not yet available:

Tnformation not yect available .

Information not yet available

Information not yet available

Information not available -

Information not available

Information not available

Information not available

Not available. Provinccs were then part of One Unit

No fore .,nloan was waived ofl of wntten off

269.01 184.41 61.77 39.5% 360.74

Separate provincewise figeres net available
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Punjab Sind NWFP  Baluchistan National/
Total

17. Population

(a) In thousands (1972
Census) .. . 37,508 14,008 8,337 2,408

(b) Percentage of total
Provincial populatjon
(not included :

Islamabad Capital 60.25% 22.50% 13.39% 3.86%
Territory population

2,365 thousand : Federally
Administered Tribal Areas
population 2,486 thousand;
and Azad Kashmir .
and Northern Areas
population 19,73 thousand).

62,258

100%

Source of information
Item 1.—Federal Ministry of Communications -
Iu:;m 2 and § to 8.—Federal Planning & Development Divisien
Item 3.——Pakistan Telegraph & Telephone Department
Item 4.—Pakistan Banking Council
Item 15.—Federal Finance Division

Ttem 17.—Census Commissioner,{Pakistan.
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AEpendix'Xi

WORKING PAPER FOR THE FOURTH MEETING OF THE NATIONAL
FINANCE COMMISSION HELD AT 10.00 AM. ON
THURSDAY THE L7TH APRIL 1975,

1. Minutes of the Third Meeting.—The minutes of the third meeting have
been circulated to Members of the National Finance Cominission and official
participants under NFC Secretariat letter No. F. 2(1)-NFC/75-Pt. 1I* dated
14th April, 1975. These are now to be considered and confirmed.

2. Terms of Reference : (a) Distribution of revenue between the Federation
and the Provinces.—The National Finance Commission in its last meeting
tentatively suggested that the divisible pool in respect of (1) export duty on cotton
(2) taxes on income and (3) taxes on sales and purchases should be apportioned
between the Federation and the Provinces in the following manner :—

~t+ Federation . . .. 15%
Provinces . . .. 8%

The Commission also held preliminary discussions on the apportionment
of provincial share among the Provinces and decided that the matter should be
discussed in detail in the next meeting. The Commission directed the Provinces
to bring with them facts and figures in support of fixation of their
share. The Commission may consider these proposals when submitted by the
P rovinces. -

(b) Making of grants-in-aid to Provinces.—Finance Division’s paper
regarding Federal grants-in-aid being given to the Provinces al present was circu-
lated to the Commission in its second meeting held on 20th February, 1975.
(Annex XIII to Appendix VIII at pages 98-102). Another paper of that Division
explaining the constitutional provisions and dealing with the matter in some’
details is submitted for Commission’s consideration. (Annex I at pages 162—168).

(c) The exercise by the Federal Government and the Provincial Governments
of the borrowing powers conferred by the Constitution—A paper on the subject
prepared by tbe Finance Division is submitted for consideration by the
Commission. (Annex 1l at page 172).

¢ Not printed
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Annex I to Appendix X1

GOYERNMENT OF DAKISTAN

FINANCE DIVISION
(Budget Wing)

SuBJRCT :—Federal Grants-in-Aid to the Provinces

Yhe provision of grants-in-aid to the Federating units is isti
most- of the Federal type of Governments. While‘argly system o(f:‘}a%;?r?hf;?gg g;
financial resources between the Federation and the units can be so designed as
to make the units financially viable, the need may arise at times for the Féderal
Government to make grants for specific schemes or development projects which
are of national importance, or to provide for social services which are otherwise
the responsibility of the units themselves, or for subsidies to meet particular
situations. '

2. The position of Federal gran:s-in-aid in some of the Federations i
briefly as follows. In USA, Federal grants are made to the rgtlaotg: ilt'!‘

aid of agriculture, vocational - education, highway construction, social welfare, °
’

etc.  Through the instrument of grants-in-aid, the Federal Government secures
reguldtory and inspectorial powers in matters which are purely state responsibility,
There:is no concept of subvention to the states. kn Canada also, the Dominion
Government makes grants, at its discretion, to the Provincial Governments: for
aiding old age pension and relief of the poor. The tendency in Canada
is towards gradual reduction in the volume of grants-in-aid to the Provinces
which are stated 1o have tended to develop recklessness and irresponsibilit’
in expenditure, In Australia, grants are made to redress financial and econoy
mic inequality between the States as well as for specific purposes, subject to the
conditions such as making roads, drought relief, rehabilitation of ’some indust
and unemployment relief. In ladia, there are three types of grants-in-ajgy
i.e. (i) grants-in-aid for promoting welfare of Schieduled Tribes (ii) general’
grants-in-aid to meet ihe residual dficits after devolution of Union revenues to
States and (iii) specific grants-in-aid for development.

+.:.3. In Pakistan, the Federal Government makes grants-in-ai i
under the provisions of Articles 160(7) and 164 of-_ge Conl:s:‘ilt(vfxttic:n;hB ’I;L:wftilxﬁl
subyention of Rs 1.25 crores to the Provinces of NWFP is paid ln terms of
Article 160(7). ~ Other grants-in-aid are made by the Federal Government
in terms of Article 164. The existing grants-in-aid are broadly classified
as (i) non-development grants-in-aid and (11) development grants-in-aid.

Non-development grants-in-aid

4, Enclosure I (pages 167-168) shows- the budget and revised esti
1974-75 and budget estimates for 1975-76 of the various non-fii::r?lzt;t‘ni%tt
grants-in-aid to the Provinces. Functionally, ‘these grants can be divided into
following categorics :—

(/) Subvention and general budgetary support grants.
(#) Specific grants.
(#i) Subsidies.
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'L SURVENTION ‘AND GENERAL BUDGETARY SUPPORT GRANTS

5. Suhvention and general grant< are mata to tha nravinzag as a ‘w‘lmtarv
sapport. ‘Subvention is made of the fixed amount of Rs 1.25 crores to the
‘province of NWFP irresnective of the size of its revenue deficit. ~ The residual
‘budgetary gap of' the deficit provinces after accounting for subvention and other
“specific grants is met from general grants-in-aid.  Additional deficits created by
extra-budgetary burdens are alko mcked up throngh Federal grants-in-aid.
Sometimes grants are made also to the nrovinces of Punjab and Sind to meet
the deficits created by unforeseen liabilities, . | .

6. As a matter of princinle, the need for quhvantton ani grants‘-m -aid for
genera! budgetary support to the provinces should arise onlv if the existina formula
of allocation of revenues proved to be inadzquate and insuffiziznt to ment the noa-
develooment resource gap of the provinces. A Azcisian on the continnanes.of
these grants is, therefore, required to be taken after taking into account the effect
‘of the pronosed allocation of divisible revenue to the -provinces on their
existing revenue deficits. The position of -evanue deficits .of the provinces
before and after the devolution of Federa! divisible revennes to the Drnvmoes
uﬁder the division tentatively sugeested by the National Finance Commission
is mven in Bnclasure T (pages 1A9-170),  Taking into consideration revenue
assignment under the existing distribution pattern, f.e. 4%, of the divisible. pool
of 809 net proceeds and Federal grants-in-aid, the tntal revenue deficit of the pro-
vinces in the next year amounts to Rs 106 crores but including the recent dearness
allowance @ Rs 25 p.m. it would amount to R< 124 crores. If the divisible. pool
of 857 is assigned to provinces their revenue deficits would be decreased to R« 42
crores only. if we do not taks into account the grants-in-aid on existing basis. On
the other hand. Federal Government's own revenue deficit in the next year would
increase from Rs 264 crores to Rs 352 crores. After the dist-ibution of 85'/
of divisible share.of revenue among the Provinces has besn agreed to on. equit-
able basis it should be possible to bridge this. projected residual deficit by
additional resource mobilization and economy in expenditure. There does not
appear to be any justification now for the continuance of subvention and
general grants of the nature of budeetary sunport. .Various types -of. grants
falling in this category are discussed hereunder in the above background.

- N ey r

(@) Sibvention T . - e

7. Tn the wake of introduction of Government of Tndia Act 1915 Sir Otm
Niemeyer was appointed to make recommendations for the assienment of revenue
and sharing of taxes, He recommended.an annual subvention of Rs one crore
for NWFP. This was enhanced to Rs 1.25 crores by Sir Jeremy Raisman -in
1953. NWFP kept on receiving this suhvention till the creation of One Unit.in
West Pakistan in 1955, At this stage. administration of some.more tribal areas,
previously with the Centre, was entrusted to the former Government of West
Pakistan and the annual assistance was enhanced to Rs 2.99 crores with -the
following break up™:—

‘(Rs in ¢rores)

(1) Subvention payable to the. NWFP Government. - 1.25
*(2) Assistance to meet revenue deficit of new areas entrusted: R
: to Provincial Government - Ceet 1.02
- '(3) Assistance for- mamtcnanoe of strategic’ roadﬂ .'.' e R X

T Tota]
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8. On the re-emergence of the four provinces fn West Pakistan with effect
from 1st July, 1970, some of the tribal areas reverted to the Federal Government
and the provinces of NWFP and Baluchistan were allowed grants of Rs 1.55 crore
and Rs 0.92 crore respectively according to the area that went to them.
There does not appear to be any justification for continuance of this assista-
nce after transfer of 85% of divisible revenue to the provinces. A more appro-
priate arrangement would be to make Jarger allocation than due under the

existing formula to the deficit-provinces which would eliminate the need for
sabvention. : :

() Grant for meeting revenue deficit

9. Assessment of the resources of the Provindal Governments fs made
annually to determine their non-development revenue surpluses and deficits. In
the case of NWFP and Baluchistan, which have so far been deficit provinces, the
entire revenue deficit is picked up by the Federal Government and releases are
made in monthly instalments. As a result of transfer of royalty and excfse duty
on natural gas to the provinces, the budgeted revenue deficit of Rs 14.07 crores
of the Baluchistan province has been more than offcet, During the next year an
amount of about Rs 25 crores is estimated to accrue to them on this account
and accordinely this province is now expected to become financially viable, As
regards NWFP. after an equitable distribution of the pool of 85% of divisible
revenue, there should be no need of any further budgetary support by the Federal
Government. Expetience has shown that these deficit provinces were induced

into laxity in financial control because it was known that Federal Government
would pick up their deficits. '

LA

.10, Federal Government has also given algmnm to the provinces of Punjab
and Sind in the current year to meet addition expenditure on account of ration

allowance to Police and to meet expenditure on grant of special dearness allowance
on pay and pensions. This expenditure has already been included in the projec-
tions of non-development expenditure. Even under the existing arrangements
this grant was not required to be made during the next year.

(D) Other Grants-in-aid as support to Provinces for specific Items of expenditare

11. Grants-in-aid to provinces were sanctloned during the course .of the
year as financial support to meet additional burdens on account of grant of ()
increased ration allowance to police, (i) "compensation . to workers of Harcon
Taxtile Mills and (iff) compensation for loss of revenue due to abolition of usher,
and to meet additional expenditure on Pakistan Forest Institute, pay revision of
doctors, teachers and judiciary, police and furnishing of High Court and payment of
gratuity to ex-state forces in the "case™ of NWFP, and as reimbursement of
unbudgeted non-development expenditure in the case of Baluchistan. Thesc
elements have been accounted for in the projections for the next year and the

need forsimilar grants in the next year should not arise after transfer of divisible
revenue to the Provinces. ‘ ' .

(iv) Geant-lo-aid for transferred Institations

'12. The Standing Reorganization Committee, 1962, anpointed under the
chalrmanship of Mr. Mohammad Shoafb, former Pederal Finance Minister, re-
commended that some of the Institutions,Departments. Schemes, etc. which were
then under the control of the Federal Government should be transferred to the
Provincial Governments. The reason for the transfer of these institutions was
that they bclgged to fields of Provincial responsibilities such as ~Agriculture,
Heatth, Rducation, eto. The provision mads in the Federal budget duriag

-
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the years 1962-63 and 1963-64 for the said subjects was also transferred to the
Provincial Governments. From 1964-65 onwards grants-in-aid equal to the budget
provision made during 1964-65 were fixed. Federal Government has since then been

sanctioning annually a fixed grant of Rs 64.31 lakhs to various Provinces of
West Pakistan as per following breakup :—

(Rs in lakhs)
Punjab .. .. .. . 18.05
Sind .. . . . .. 19.7
NWFP .. e . .. .. 2511
Baluchistan .. .. .. . 1.36

Total ..  64.31

Incidentally, in the year 1972-73, the gract for Punjab was reduced by Rs .10
lakhs and in case of Sind by Rs 5.07 lakhs representing the expenses of Manpower
and Employment Exchanges which subject was transferred from them under the
Interim Constitution to the Federal Government, This grant is a historical anach-
ronsim. Once this expenditure had become a provincial responsibility like other
non-development expenditure it should have been met from provincial resources;
when, especially in view of their increased responsibilities, their share in divisible
pool was increased in 1970. In any case, there is no justification now for the con-
tinuance of this grant-in-atd. ’ B

1. SPECIFIC GRANTS-IN-AID

(i) Grant for Roads

) 13. These grants are made to finance expenditure incurred by provinces on

pon-development account on works relating to Central roads and roads of
national importance. The size of these grants depends on the projected ex-
penditure during a particular year as assessed by the Communications Division.
Since this grant is intended to ensure maintenance of essential roads, it may have
to be continued. . Co

() Grant for People’s Local Council’s and for Local Government Training Institutes

14, These grants-in-aid represent 60%; expenditure incurred on local govern-
ment institutions ete. financed by the Provincial Governments. The quantum of
these grants may vary according to the actual expenditure falling to the share
of the Federal Government. Since, under the Constitution this is purely a
provincial responsibility, after transfer of the divisible revenue to the provinces
there is no justification for continuance of this grant-in-aid. S

(i) Grant for KDA Master Pl_an

15. On representation from the Provincial Government, the Primé Minister
was pleased to sanction a grant of Rs 8 lakhs with effect from 1973-74 for - the
continuance of the Master Plan Department of KDA, which was rendefing advi-
sory service to the Provincial as well as the Federal Government. - I
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(iv) Graot-in-aid for distribation of warm clothing
16. This was an ad hoc grant for the carrent year only,
| ML SUBSIDIES
() Grant for subsldy on wheat

17. The issue and procurement prices of wheat are fixed by the Federal
Government to maintain uniformity throughout Pakistan, The differential
n the procurement price (including some incidentals) and the issue price
results in a loss which is met through a subsidy. In the Finance Secretaries’ Con
ference held on 19th Aopril, 1973, the Finance Secretaries of Punjab and Sind
raised the issue that the increased differential between the procurement and issue
prices was olacing the wheat growing provinces in a disadvantageous position
and this subsidy should be picked up by the Federal Government. _Since 1973-74
the entire loss borne by the Provinces on this account is picked up by the Federal
Government through this grant. Since burden on this account may fluctuate as
a result of decision by the Federal Government on procurement and issue prices
and the withdrawal of the grant may militate against the objective of self-sufficiency
in wheat, even though primarily this expenditure is provincial, the grant may per-
haps continue. ¥ :

(i Development Grants

18. Development grants are given to the Provincial Governments for specific
development schemes. Such grants are taken into account in the overall financing
of the ADP. These grants can broadly be divided into two categories: (i) for

rojects of national importance for which thers must be adequate provision
in the Provincial ADP notwithstanding compsting demands from other schemes
and (ii) occasional grants given for sprcific scheraes on the basis of the merits
of each case. The following development grants by the Federal Goverament
are provided in the budget for the curreat year :—

A. Cash Grants (Revenue Account):

(1) Subsidy on Tubewells,
(2) Grants for Road Development, -
(3) Grants for Workers Welfare.
(4) Graats for specific projects.

‘B. Cash Grants (Capital Account): -

. (1) Canadian Counterpart Fund,
(2) Food Aid Convention Fund.
(3) US Counterpart Fund.

(4) US AID Local Currency.

19. The grants mentioned at itemas (1) to (3) under “A.—Cash Grants
(Revenue Account) ” fall und>r category (i) mentioned in Paragraph 18. It is con-
sidered that the existing vattern for Federal grant for development schemes may

have to be continued. The nature and the quantum of grants of the first category

would deoend on the priority attached to various tynes of development schemes

of the provinces and ability of the provinces to generate resources for development,

20. Enclosure T (page 171) gives the budget 197475, revised estimatos
1974-75 and budges estimates 1975-76 of development graats.
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BUDGHET ESTIMATES 197478, REVISED ESTIMATES 197478 AND BUDGET ESTIMATES 1975-76 IN RESPECT OF NON-
DEVELOPMENT GRANTS-IN-AID TO PROVINCES

(Rs i0 Iakha)
Partisohars Punjab Stod NWFP Baluchistan TOTAL Pusjsd  Sind N.W.FP. Balchistin TOTAL Posjsh Sind! NWFP Bahwchistan TOTAL
t ) 3 4 s ; 7 8 ) 10 1 2 n 14 15 16

Bos-Develepment Grants:
L Genoral Grants/Sabvention .. S.05 1493 111336 150067 2635.70 93652 98043 1Tl Al 42437 410,78 $46 1471 20199 93.36 31812

" (1) Budgeted  revence -
)dl;mﬁt of NWFP.

and Baluchistan .. = - 93235 14731 233946 - - T - B e = = = -
(1) Revenue deficit due to
graat  of  dearoess .
allowance .. . - -— - -— -  Te3 98 818.77 -— - 1582.75 - -~ - - -—
3) Ration allowanes te .
) Boiey Slommes e L - - - — 14 134 21 M0 410.68 - e = - -
(4) Transferred Institutions 8.08 14.72 25.11 1.36 4924 8.08 14.72 25.11 1.36 4924 S48 1470 2518 1.9 “ 34
(5) SobvenioniGrents . - - 15500 92.00 247.00 -— -— 185 00 92,00 47.00 -— - 15500 52,00 47,08
(6) For Workers of Haroon
Yextlie Mills .. . - -— - — — - 3.00 -_— -— 3.00 - - -— -— -
€T) For loes of Usher .. -— -— - -_— — - -— 113 .38 -— 113.58 -— — -— - -—
(9) Pukistan Forest Institwte - — -— —_— -_— ' -— - 1788 -— 17 .68 - - 2188 -
) For Speclal Tribuoat,
» 9:; mm; of doctors,
teachera, judiclary, ste. -_ - -— -— -— - -— 30.00 — 50.00 -— -— -_— -— -
(10) For gratuity to &=
= utate fprees o, . - -— -_— -_ - -— -— s - 34531 -— - - - -
N For Poliss . L — - - - -— -— 114,04 100 117,04 -— -— — -— -
' Por fura of :
0 anm% .e - -— -_— — — —_— — £.00 -— .00 - - -— - —

ﬂn%&h‘fh Marrl

. - - - - - - - - 50 500 - = = = -

L



B Baclostre § 60 Anmex | (oontd)-
Purticulare Foajed Siad  NWFP Balkchistas TOTAL Poajat Siad NWFP Balachisas TOTAL Pusfid Sind NWFP peluchistas TOTAL
H ] ] 4 ] 6 v ] 9 10 1t 12 13 14 18 16
To cover cxoem i
a0 it Incurred .I.n.
rnd 1o
973-74 . .. -— - - - -— - -— -— 37 00 207.00 - - - - -
Yo cover un-bud [
an ¥ m-: In Mard
arca and creatios
of three administrative
Divisions oe . -— -— -— —-— -— -— - - 050 100 .80 - - -— -— -
I, Spetific Gramts .. . 30887 o4 ® 57 056 M4 w7 .54 40.97 2056 3481 19651 09.54 30.9% 9.12 28615
(1) Roads - - 17784 “ 2 389 - A9 177 .84 44 02 3.09 - 224 95 1784 442 - 22186
People’s Local Comnells
® and l.::alocm
Truining Iostitations .. 13.867 1752 10 .98 9.12 %6.29 18.67 17 .52 10.98 9.12 56.29 18.67 17.52 1098 9.12 5.2
(3) Warm Clothing .e 1.5 - 26 .20 1144 45 .60 136 -— 26 .9 11 A4 45 .60 -_— - - -— -
(4) KDA's Master Plan .. -— 1480 -— -_— §.00 - 3.00 - -— 8.00 -— s .00 - -— 800
—fubsidy
Subeidy o8 icdigesces whea!. Y5 .65 458 .56 468 22 238 .67 2009 .00 7655 435 56 468 .22 220.¢7 2009.00 676.55 435 .56 468.22 228.67 2009.00
To Mmﬂmlﬂlﬂ 1952 162138 l7f9.90 4979 .54  2016.94 1485.53 2270.50 651.€0 6464 .57 1081.11 519.82 681,19 331.15 261327

-———— -

|

1

[1}
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Enclosare [l to Annex [

PROJECTED REVENUE DEFICIT OF THE PROVINCES IN 1975-76 UNDER EXISTING
ARRANGEMENTS AND AFTER TRANSFER OF 85% OF DIVISIBLE REVENUR
AS TENTAIVELY SUGGESTED

(Rs in exores)

With nil With
trrigation minus
receipts u'ngahon

recsipts
L OVERALL REVENUE POSITION (INCLUDING THE DEARNESS
ALLOWANCE @ RS 25 PM) WITHOUF FEDERAL REVENUE
ASSIGNMENTS AND GRANTS-IN-AID
Punjab . e .. .. .. .. —147.98 —163.22
® Sind .. “ .. .. .. .. .. —=51.73 —64.79
NWEP! .. .. .. - . .. —S$4.71 —56.81
Baluchistan .e .. .. .. .. .. —11.47 —1%.43

Totaly ., —271.89 —298.25

o '['RASNSSFER FROM FEDERAL GOVERNMENT ON EXISTING
BASI .

(a) Revenueassigaments at 46 5 of divisible pool of 81 % under Distri-
bution of Revenues Order, 1971

Punjab .. .. . .. . . 80.45
Sind .. . . .. . . .. 33.46
NWFP . .e .. ‘e ve .e 22,07
Baluchistan .. .. .- . . .. 6.40

Total .. 142.38

(b) Grants-in-Aid

Punjab . .e . ‘e .. . 2,05
Sind .. . .. .. .. .. .. 0.84
NWFF . . . o . . 1.91
Baluchistan .. . . .e . 1.02

Total ..  S.82

(¢) Total Transfer to Provinces from Federal Goverunment

Punjab . . o . . . 82,50
Sind .. .. . . . . o MR
NWFP . . - . .o 23.98
Baluchistan .. . . . . v 1.6

Total .. 148.20
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7. NET REVENLE POS]'II('I\ JNCLUSIVE CF FELEFAL TRANSFERS
ASINITEM H AEC

Punjab . . . . . vs 65,48 - -=80.72-
Sind .. e . .- . . .. —23.43 —-30.49
NWFP . . . . . .. =—30.73 =32.83
Baluchistan . . .. .. e .. —4.05 —6.01

Total ,. —123.6% —150.05

IV, TIEFIY TFANSFER OF RFSCUFCFS FFCN FELFFAL CCVFEN
MENT UNDER NEW ARRANGEMENT FOR 1975-76 . 230.01

Y. NET REVEKNLE PCEITION OF THE PRCVINCES INCLUS
CF FETFERAL TPANSFERS UNLCER NIW APRM" CEIMENT ] !
(YEM IV ABOVE) L e .o . .. .. —41.8%8 —€8.24

s pety

T |
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BUDGET ESTIMATES 1974-75, RAVISEZD RSIIVATES 1974.75 AND S8UDGET RSTIMATES 1975-76 (N RESPECF OF DEVELOPMENT GRANTS-IN-AID
TO PROVINCES.

(Rs in lakbs)

1974-73 (Budget)

1974-75 (Revised)

1975-76 (Budget)

Particulars Punjab Sind N.W.F.P Ba'l‘uchlu Total Punjab Sind N.W.F.P. Baluchls- Total Punjab Sind N.W.F.P. Baluchistan Tota!.
) | tan -
Derelopment Graots 3
1. Tubewell Subsidy . 75,00 75.00 7.5 5.00 162 .50 135.00 75.00 7.50 5.00 222 .%0 75.00 75.00 7.50 5,00 162,50
2. Road Development .. 129,51 13.50. 151.36 64 .42 358.79 129 .51 126 .00 151,36 64 .42 471.29 129.51 13,50 151.36 64 .42 358.79
3. Workers Welfare Fond .. 175,10 30.00 21.20 34 .80 281.10 175.10 50.00 21.20 34 .80 281.10 175.10 S0.00 21.20 34.80 281,10
4, Counterpart fund grants. 302,54 1350 .00 75.00 75.00 602 .54 302 .54 150.00 15.00 75.00 602 .54 302.5¢ 15000 75.00 75.00 602,54
5, For clearnance of slom '
arcas in Lahore .o -_— _— —_ - - 20.00 -— —_ -— 50.00 — —_— -_— -— —
6. Allocation a Us
graat of § 27,8 mitlion, - —_ - - - 362,00 475,00 —_ — 1337.00 — - — - -
7. Por High Coart ballding. . 25 .00 _— - 23.00 - 25 .00 -— — 25.00 - —_ —_ -— _—
P prierity
schemes h:'h compensation
imbalance n
distribution of § 273
million US gram .o -_— - —_ — —_ —_ 400,00 -_— —_ 400.00 —_ —_ - - —_
9. For fiocod - protestion
. .e -— - —- -_— - — - 48,00 — 246 .00 - —_ —_ - -—
10, For Rest House st Chhit-
Al .. . . -— -— -— -_— - - - 3.00 - 3.00 - -— - - -
11, For Bolan Medkal . — - — 10000  100.00 - - — 100,00  100.00 - - — 100.00 100.00
' Colicgs ..
12 Po:oonn‘m:ﬂoaofl::‘
rooms at  Cujrst
Campbelpar .. .e -_— -_— _ -— —_— 0.20 —_ - -_ 0.28 -_ —_ -— _ -—
Tetal—Develoswent Grants ., 652,15 313.50 235,06  279.2% 152993 1854.35 1301.00  S94.06 279.22 _3730.63 . 682.15 188.5¢ 1285.06 279.22 1504.93

1L
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: Annex II to Appendix XI

FINANCE DIVISION
(Budget Wing)

THE EXERCISE BY THE FEDERAL GOVERNMENT AND THE PROVIN- :
CIAL GOVERNMENTS OF THE BORROWING POWERS CONFERRED ST
BY THE CONSTITUTION. o

The Commission’s third term of reference relates to the exercise by the Federal .
Government and the Provincial Governments of the borrowing powers conferred X
by the Constitution. In this context the following provision in Articles 166 and
167 of the Constitution is particularly relevant :—

166. Borrowing by Federal Goverrment.—The executive authority of the
Federation extends to borrowing upon ine security of the Federal ;

Consolidated Fund within such limits, if any, as may from time to time [
be fixed by Act of Parliament, and to the giving of guarantess within
such limits, if any, as may be so fixed. |

167. Borrowing by Provincial Government.—(1) Subject to the provisions

of this Article, the executive authority of a Province extends to borrowing
upon the security of the Provincial Consolidated Fund within such
limits, if any, as may from time to time be fixed by Act of the Provincial
Assembly, and to the giving of guarantees within such limits, if any,
as may be so fixed.

(2) The Federal Government may, subject to such conditions, if
any, as it may think fit to impose, make loans to, or, so long as any
limits fixed under Article 166 are not exceeded, give guarantees in respect
of loans raised by any province and any sums required for the purpose
of making loans to a province shall be charged upon the Federal Con-
solidated Fund.

(3) A Province may not, without the consent of the Federal Govern-
ment, raise any loan if there is still outstanding any part of a loan
made to the Province by the Federal Government, or in respect of which
guarantee has been given by the Federal Government; and conseut
under this clause may be granted subject to such conditizns, if any,
as the Federal Government may think fit to impose. ’

2. Commission may like to make such recommendations ir. this behalf as
it deems fit.
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Appendix XTI
No. F. 2 (1)-NFC/75-Pt.1i-135
GOVERNMENT OF PAKISTAN
(Finance Division)
NATIONAL FINANCE COMMISSION SECRETARIAT

Islamabad, the 2nd May. 1975.

i To
All Members of the
Nationa! Finance Commission

SuBteCT :— Minutes of Fourth Meeting of the National Finance Commission

DEAR?SIR,

I enclose a copy of the minutes* of Fourth Meeting of the Nationa! Fiaance
Commission held on 17th April, 1975, for perusal. The minutes will come up
for confirmation in the next meeting of the Commission to be held in ths Panjab
Assembly Tea Room (Ground Floor) at Lahore on Saturday, the 10th May, 1975,**
at 11 AM.

2. Other items on the agenda of the next nieeting will be as follows: —

(a) Determination of percentage Provincial shares in the divisible pool
of Federal revenue assignments.

(b} The making of grants-in-aid by the Federal Government to the Provincial
Governments.

(c)' The exercise by the Federal Government aad the Proviacial Governments
of the borrowing powers coaferred by the Constitution.

3. Item (a) above was discussed in detail in the last meeting of the National
Finance Commission but decision on it was inconclusive. The meeting on 10th
instant will resume the discussion with a view to arriving at an agreed formula.
There is therefore no working paper on this item and only minutes of the fourth
meeting will form the basis of further discussion.

4. On items (b) and (c), the working paperst were circulated in the fourth
meeting. These wi'l be made use of for discussion on these items.

Yours faithfully,

S A A SHAH
Secretary, NFC.

‘Gopy, together with a copy of the minutes, forwarded to all official partici-
paats of Fourth Mezting of the National Finance Commission.

S A A SHAH
Secretary, NFC.

*Appendix IV, pages 36-44.
**The mecting was actually held at Peshawar, not at Lahore,

tAnnexes I and 1T to Appendix X[ at pages 162-171 and 172, respactively.



