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Distribution of the States’ Share in the Net Proceeds of
Non-Corporate Income-tax

I

Finance Net Ciriteria for Distribution Others
Commission Proceeds
distri- 1 2 3
buted to  Contri- Popula- Per Capita
the States  bution tion SDP
First 55 20 80 - -
Second 60 10 90 - -
Third 66.67 20 80 - -
Fourth 75 20 80
Fifth- 75 10 90
Sixth 80 10 90
Seventh 85 10 90
Eighth 85 10 22.50 45+
22.5*
Ninth 85 10 22.5 45*
(First 11.25* 11.25
Report) (proportion
of poor in
the States
to total
poor popu-
lation)
Ninth 85 10 225 45* 11.25
(Second 11.25* Composite
Report) index of
backward-
ness.@

*  According to “distance” formula - see notes under Annexure II

**  According to “inverse” formula - see notes under Annexure II.

@ The variables included are (i) the population of scheduled castes and
tribes; and (ii) number of agricultural labourers. Equal weights are
assigned to the two factors.
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Annexure Il

Distribution of States’ Share in the Net Yield from Union Excise

Duties

Criteria used for distribution among the States

Finance Coverage States’ Proporion of popu-  Per Ecaomicor Other
Commission share lation of the States capita socal critenia
(per of thetotal popule-  income  backwardness
cent) tion of all States
m @ 3 @ ) ©) ™
Rt Three commodities: 4 100 - - -
Tobecco, metches &
vegetable products
Second Eight commodities: 25 90 - - 10 per ceat waed
(Tobecco, matches for adjustment
vegetable products,
sugat, coffee, tcs,
Ppeper end vegetable
non-cascatial ofls)
Third  All commodities on 2 Mainly on pogulstion basis aloag with relative
which Unioa excise finsncial and ic backwardness o3
dutics callected in other factors.
1960-61 amounting
to Rs 50 Jakb or
more (sbout 35)
Fourh All commodities 20 0 - 20
excluding regola- According to relstive
tory duties, special backwardmess a3 indiceted by
excises and car- seven factors, which are:
marked ceases () per capita gross value of
agriculteral prodection
(5i) per capita value sdded by
manufacture
(iii) Perceatage of workers to
wotal population
(iv) Percentage of enroiment in

class 1 to S to the populs-
tion in the age group 6-11.
(v) Populetion per bospital bed
(vi) Percentage reral population
(vii) Percetage of scheduled
caste popelstion
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Fith  For1969-70 w0 20 80 133 6.7
1971-72 all types Distributed among According 1 an integrated
of Union excise duties only those States index of backwardness as
excluding regulatory whose per capita SDP indicated by six factors,
duties, special excises was below the all which are:
and duties and earmarked States sverage: in (i) scheduled caste populs-
cesses; for 197273 and Pproportion to the tion
1973-74 all types of shortfall of the (if) number of factory workers
Union excise duties in- State’s per capita pet lakh of population
. cluding regulstory duties SDP from all States (i) net irrigated area per
and esrmarked coses average multiplied cultivator
by the populstion of (iv) length of railways and
the concemned State surfaced roeds per square
km area
(V) enrolmeat retio of school
going age childrea sad
(Vi) number of bospital beds
per thousand persons
Sixth  For 197475 and 1975-76 20 75 25
al} articles on which According o the
Union excise duties were ‘distance’ formula®®
levied excluding suxiliary
duties of excise and cesses
levied wnder special Acts
and carmarked for special
parposes.
Scevath  Net proceeds from all 40 25 25 25 2
Union excise dutics Inverse® of per Py ge of According 10 a formula
collected on all conmmo- capits SDP formula  poor or people of revenve equalisston.
ditics excluding the et below the This represeats enqli-
proceeds of the doty on poverty line sation of revenue copa-
the grnesstion of city which has been
electricity computed by regremsing
States’ capits revense
on per capita SDP and
substituting the actwal
values of per capita SDP

in the equation.
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m &) 3 @ ®) © Q)
Eighth Net proceeds excluding 45 25 25 50
cesses levied under 40 per cent Inverse per capita* (5 per cent to deficit
special Acts and to all States SDP fonnula. Distance States) in proportion to
carmarked for special  and 5 per formula** the deficit of a State to
purposes ceat to the the total deficit of the
States having States in that year.
deficits
sfter taking
into the devo-
lution of taxes
and dutics
Ninth- Net proceeds 45 25 50 12.5
First excluding cesses 40 per cent Distance formula®*  Percenta ge of
Report levied under special  all States and 33.5 Distance people below
(1989- Acts and carmarked S per ceat to formula* poverty line
9%0) cesses the States
having post-
devolution
deficits
Ninth- Net proceeds 45 25 125 125 165
Second excluding cesses Inverse fonrula® Index of backward-~  On the basis of
Report levied under 33.5 Distance ness computed with  deficits computed
(1990- Spedial Acts and formula®** equal weights assig-  after devolving
95) carmarked cesses ned to population of assigned taxes and
scheduled castes and  the non-corporate
tribes and 2 number  income-tax.
of agricultural labourers
PJY;

Inverse formuls =
3 PAY;
B

** Distance formula = (Yb-Yi) P/3 (Yb - Yi)Pi
where Yi and Yb represent per capita SDP of the ™ and the highest per
capita SDP State, Pi = the population of the i State
(YD - Yi) for the ‘b’ State is taken to be the distance between the
highest and the next highest per capita SDP.





