A2 MocEHe8 Mwa Tue

A0 TUBZASMO

MAU D@ allaMAISOOD Bal0Bjo (Mo.4944

06.02.2014 - 821 BOYS1HE)

BEE8TOM AN:aUM @YOIUDLERESISIBS GVAINEMM

8210630

(101350518 @] ETUORIG Y HEMMd
(107.2=L.aV WO BT
(U000 B B)0)a]

(W0 .ag)o.anov

(o)) eoea@DIONg Qlldmm
@RCUUD L ETROES
@RUIWNEMB6)HW) 0
MUOMIAOMBETHIS

&S)O AflBOIaIMo &M E6}&:W)e

§21Q))MN BB{MBTUAHHITONG
Mlalalos aogleaymaiingo
uoruasmaia M
aidlen)mmlmyo ozl

BSHBED TS quEBdZo OalenTMOD

MQYI0IH)BAY; al®laNO00

&6 0TI MUOMUBIMNE O

QM @ROIUDYEABUB
AT HOWOE);

(6n)eH080 OOGHUG
LODANYBUD BMFEBBB)OS
GaIR1B3 (ruoMUNIMETIMSS
e Mmln0 oo
OQISIB)08eMemM Mleiw]
aNss ©AeN00o VIR
S Gl)es  1o)alodUd
eHes8owlend mial allenzyo
D) eaReleloEe)ORM &HIvL0
(WorLWABeaS1S) GENED;

oo

(.o a0z,
@)6u3 (D))

(ng)) ss0aOmIONg adl&mom
@R(LUDYEBRESIS, MM
ruBB60d lenualmo
OB )0
@RCUNEM G W)
Sa1Q) oW
(worLEGdeSISRY.

(6nf)) @O0 ©ORM danilg]
0l8ajods auosruwla)
ruRH60R (IO |
Q21 o)EmEd MST!) S
el olaajodglea
(0)adB U3 cruosMUWa]
MNUEMINOMET M) 88
@R OB SHUB BROIWNa}OB061E
01-10-2013-@8 @)6u3a(Dl
U0 LAIWOMB( T £6)
SO afISENE.  alddq]



L@@ MBBF000 E®oOSHje BalBBe)I).
O88He8WEMEDBT] G

TUAHOORIBMIS
@RAUUD 0TI BETTE0;

(ul) muomany ailéaum emgeEnd () (oala))edn0enE
MoOHRHHHOND MUOTUNIMEIM 60@)0) BOETT.

Ll @)@ caeUeIEd U
oG BB HO@)MBHUalo
MSEEMEN@M)OEN2AT
000 ABINEMHE)BR0;

(W) OMUDOMBETTNOS)8S (W) entowa0a.
@rnemm@)o Allenlaimale
@aLOtilalla) @RM)E:) e
Melalos ULleo8ey0108 B3
mdH6001ed muondgo

Oato)Em)ens ?




OOM?MEN CHANDY
CHIEF MINISTER
KERALA

D.o-No. 900/420:9,/9 CM . 1.10.2013
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The State Government has had a quick look at the
Report of the Committee for evolving a composite development
Index of States put on the website by the Ministry of Finance.
We are greatly disturbed by the app_ro'ach followed by the
Committee in respect of allocation of fundé to the States. l _giize
below the preliminary remarks of the State Government on the
Report. We will send more detailed comments after exhaustive
examination. |

The report of the Committee itself:-mentions that their
recommendations may be used to allocate some of the .
development funds that are allotted by th&jCentre 1o the States‘.‘
Further the Committee mentions that this report is not intended
to replace existing methodologies, but should bé thought of as
one that will channel some of tEe fund aliocations. It is
important to remember here that there is no uncommitted

corpus of funds with the Centre that can be allocated as

‘recommended by the Committee. The devolutlon of tax and_

grants-in-aid are determined by the"'"Flna_n__ce Commission™in ="
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accordance with the provisions of ‘the constitution.  For
devolution. of Plan funds there are estabhshed methods
_ developed over the last several decades by the Planning
~ Commission after exhaustive consultation with the States. The
present Committee has not held consultations with the States or
other stakeholders and its report has been prepared over a very.
short time of 4 months. it would be totally a_éai.nst' the ofovioions

of the Constitution, the concepts of fiscal federalism and the

existing scheme of devolution of development funds by the - -

Planning Commission to even consider implementation of any of

the recommendatlons of the Committee..

| must also mention that even the methodology ado-pted:
by the Commlttee is seriously flawed as |t does not mclude major
economic factors such as agricultural DFOdUCtIOn productlon of._'ﬁ' N
manufactured goods or power generation in giving shape to the'

index of development. It does not take mto account factors such_

as demographic profile, the gender equatlon producttvnty levels':“-"-""' :

and extent of mvestment Loth domestic and private. This would
be obvious from the fact that under the scheme proposed by the:_'._-—

Committee many advanced States would be ehgible for a hlgher
F

allocation of resources. Dnstnbutlon of resources - as

recommended by the Committee would only help to aggravate

existing imbalances.

The note of dissent submltted by DrSha1ba1 Gupta has



with the view expressed by Dr.Gupta that the choice of Monthly

Per Capita Consumption Expenditure (MPCE) in place of Per

Capita GSDP is out of _place. MPCE does not reflect production

and income derived from production. In States to which there is

inflow of foreign and domestic remittances, as in Kerala, MPCE

would give a distorted picture of the level of development. As

Dr.Gupta has pointed out, MPCE also does not take into account

dlfferences in the prevailing level of inflation in different States

He has stated that there could be price dlfferent:als as high as 30
to 40 per cent between States. Dr.Gupta has also pointed to the

- fact thatthe Committee has.chosen a.mix of parameters,.some of~. ;

which are based on outcome and some on” background or
process variable”, while the orugmal deusuon of the Commlttee
was only to choose outcome related varia bles. -

The Report also does not take into account the fiscal

capacity of States. A State that is heavily dependent for its

income on the service sector is automatically disadvantaged i ; -

W

terms of capacity to collect revenue becayse it gets no share of

Service Tax. The Report also does not take into account the

mandate given under -A-_rticle 280(3)_:(%bb).-and 280(3) © of the

Constitution relating to measures to a_’ugment the Consolidated

Fund of a State to strengthen local bodies.

In conclusion, 1 would like to reiterate our serious

concerns regarding the recommendatlons of the Commlttee on -

allocation of funds for development We would strongly urge the




.

Government of India not to accept the recommendations of the
Comm:ttee and to leave the devolution of resources to the

' Finance Commissign and the Plannmg Commission as at present, -

With regards,

| | OOMMEN CHANDY

Dr. Manmohan Singh
Hon'ble Prime Minister of India
New Delhi




