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ABSTRACT

The paper proposes to analyse the vertical fiscal imbalances

between the Centre and the States in India in the context of monitorable

fiscal reforms, which have been an important part of the Terms of

Reference and recommendations of the Union Finance Commissions

since the 11th. It is felt that the conditionalities imposed by the Finance

Commissions have resulted in asymmetric  burden of fiscal consolidation

falling on the States via-a-vis the Centre. This would be further

exacerbated if the recommendations of the Fiscal Responsibility and

Budget Management (FRBM) Review Committee (2017) are

implemented. The study finds that vertical fiscal imbalances between

the Centre and the States have worsened during the recent past. An

important  aspect sought to be highlighted here is that despite degree of

political centralisation coming down during the 1990s and first decade

of the 2000s, fiscal centralisation has gathered strength.

Key Words : Devolution, Federal, Fiscal Deficit, Revenue Deficit,
Primary Deficit, Federalism, Vertical Fiscal Imbalances.
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Background

The Finance Commissions (FCs) are constituted quinquennially

by the President of India as required under Article 280 of the Constitution

of India. The FCs are mandated to a) recommend the  share of taxes

collected by the Union, which are to be distributed to the States1 , b)

recommend grants-in-aid to States which are in need and c) suggest

formula for distribution of  the share of taxes across the States. The

provisions relating to FCs in the Constitution (Articles 280 and 275) are

important pillars of fiscal federalism in India. The need to share resources

between the Union and the States arose from the traditional economic

principles of ameliorating a) the vertical fiscal imbalances between the

Union and the States and b) the horizontal fiscal imbalances between

the States2.

The purpose of having FCs as constitutional bodies is to ensure

that the transfer of taxes and grants (other than grants under Article 282

dealing with Miscellaneous Financial Provisions) is done in a fair and

predictable manner so as to reduce the asymmetry in the fiscal relations

1 It is based on the recommendations of the FC that the President prescribes
the share of taxes to be distributed to the States, in accordance with Article
270, which states “Such percentage, as may be prescribed, of the net proceeds
of any such tax or duty in any financial year shall not form part of the
Consolidated Fund of India, but shall be assigned to the States within which
that tax or duty is leviable in that year, and shall be distributed among those
States in such manner and from such time as may be prescribed in the
manner provided in clause (3) In this Article, “prescribed” means,—(ii)
after a Finance Commission has been constituted, prescribed by the President
by order after considering the recommendations of the Finance Commission.”

2 In this paper we focus only on the vertical fiscal imbalances and horizontal
fiscal imbalances are not discussed.
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between the Centre and the States consequent to limited revenue raising

powers and larger expenditure obligations of the latter. Though it is an

important part of the federal structure, it should be noted that in the

Indian context, the FCs are constituted by the Central Government, and

the States who are the major stakeholders are not consulted. While

constituting the FCs every quinquennium, Terms of Reference (ToR)

for their consideration are issued through a Presidential notification. In

doing this, the President is bound by the advice of the Union Council of

Ministers under Article 74 of the Constitution. The recommendations of

the FCs are presented to the President, and they are  be laid before each

house of the Parliament along with a report of action taken on the same, as

required under Article 281 of the Constitution which stipulates that

 "The President shall cause every recommendation made by the

Finance Commission under the provisions of this Constitution together

with an explanatory memorandum as to the action taken thereon to be

laid before each House of Parliament."

One important aspect in the Constitution that does not ensure the

status of a neutral arbitrator for the FCs  is that  it would be possible for

t h e  P r e s i d e n t  n o t  t o  a c c e p t  p a r t  o r  w h o l e  o f  t h e

recommendations of the FC. In this, the President is bound to

act under the advice of the council of ministers in accordance

with the provisions of Article 74 which states

 "There shall be a Council of Ministers with the Prime Minister at

the head to aid and advise the President who shall, in the exercise of his

functions, act in accordance with such advice3"

In effect, the Centre has the implicit power not to accept the

recommendations of the FC. But so far, all substantial recommendations

3. The President can require the council of ministers to reconsider such advice,
either generally or otherwise, but shall act in accordance with the advice
tendered after such reconsideration. This is the position after the 44th

constitutional amendment.
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of the FCs have been accepted, and this is an indicator of the credibility

of the institution.

The word federation does not find a mention in the independent

India's Constitution, unlike in the Government of India Act, 1935.

However, most of the fiscal provisions of the Constitution are the same

as the ones in the Government of India Act, 1935 (Gulati and George

1988). Here, it is pertinent to note that the word 'devolution' is not used

in Article 280 of the Constitution. The wordings are "distribution between

Union and the States, the net proceeds of taxes, which are to be divided

between them". The word 'devolution' means 'the transfer or delegation

of power to a lower level, especially by Central Government to local or

regional administrations'. It is clear that the different tiers of government

having larger and smaller jurisdictions are not  envisaged as higher and

lower ones under the constitution. But in the literature of fiscal

federalism, the word 'devolution' is commonly used in the Indian and

international contexts.  The word devolution has been consciously

avoided by the founding fathers of the Constitution as the hierarchical

position of governments of differing jurisdictions was considered as

alien to the federal spirit inherent in the Constitution.

However, in the fiscal and other domains, the spirit of federalism

has not been adequately reflected in many actions over the period of

time. The preponderance of discretionary grants, imposition of

conditionalities by the FCs, shrinking size of the divisible pool of taxes

etc. are some  illustrative examples of this trend.  In this context, it is

proposed to look at the ToR of the FCs since the 11th, their

recommendations and their impact on the State finances4.  The FCs

since the 11th have recommended a share of all taxes collected by the

Union to the States as a consequence of the 80th constitutional

amendment and are hence comparable. This was not the case till the 10th

4 For a comparative study of earlier FCs , see Gulati and George (1988) and
Vithal and Sastry (2000).
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FC when only personal income tax and central excise duties were

shareable. The 80th constitutional  amendment was a consequence of

the recommendations of the 10th FC, which was a recognition of the

long-standing demand of the States.

In this study, we discuss the impact of the expanding role of the

FCs in recommending disincentives and incentives to the States for

implementing fiscal reforms based on deficit targeting, the

recommendations of the Fiscal Responsibility and Budget Management

(FRBM) Review Committee (2017), alternative approach to debt and

deficit targeting, implications of the items in ToR of 15th FC on fiscal

targets and the trends in vertical fiscal imbalances between the Union

and the States.

2. The Expanding Role of the FCs - Implementing Monitorable
Fiscal Reforms

Article 280 of the Constitution mandates the following:

(1) The President shall, within two years from the commencement of

this Constitution and thereafter at the expiration of every fifth

year or at such earlier time as the President considers necessary,

by order constitute a Finance Commission which shall consist of a

Chairman and four other members to be appointed by the President.

(2) Parliament may by law determine the qualifications which shall

be requisite for appointment as members of the Commission and

the manner in which they shall be selected.

(3) It shall be the duty of the Commission to make recommendations

to the President as to-

(a) the distribution between the Union and the States of the net

proceeds of taxes which are to be, or may be, divided between

them under this Chapter and the allocation between the States of

the respective shares of such proceeds;
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(b) the principles which should govern the grants-in-aid of the

revenues of the States out of the Consolidated Fund of India;

[(bb) the measures needed to augment the Consolidated Fund of

a State to supplement the resources of the Panchayats in the

State on the basis of the recommendations made by the Finance

Commission of the State;]

2[(c) the measures needed to augment the Consolidated Fund of

a State to supplement the resources of the Municipalities in the

State on the basis of the recommendations made by the Finance

Commission of the State;]

3[(d)] any other matter referred to the Commission by the President

in the interests of sound finance.

(4) The Commission shall determine their procedure and shall have

such powers in the performance of their functions as Parliament

may by law confer on them.

The primary role of the FCs is to recommend a share of net

proceeds5  to the States, (which would be considered by the President

before prescribing the share) and how it should be distributed among

the States. In addition, the FCs are to make recommendations on the

principles governing grants-in-aid to the States in need. The expanding

role of the FCs with regard to fiscal reforms and their monitoring by

linking them to grants, and debt relief is based on provisions of 3(d) of

Article 280.

The FCs since the 11th have given a very important place to this.

Examination of the ToR and the recommendations of the FCs would

5 Net proceeds are Gross Tax Revenues of the Union less surcharges, cesses
and cost of collection of taxes. Article 279 of the Constitution mentions
about Net Proceeds.
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clearly reveal how their focus  is increasingly shifting to being facilitators

of fiscal reforms based on deficit and debt targetting.

The  11th  FC

The original ToR of the 11th  FC mandated it to "review the state

of finances of the Union and  the States and suggest ways and means by

which the governments, collectively and severally bring about a

restructuring of the public finances  so as to restore budgetary balance

and maintain macro economic stability"  (Paragraph 4 of the Presidential

Notification dated July 3, 1998).

An additional ToR was given vide Presidential Notification on

April 28, 2000, "In particular, the Commission shall draw a monitorable

fiscal reforms programme aimed at reduction of the revenue deficit of

the State and recommend manner in which the grants to the States to

cover their assessed deficit in their non-plan revenue account may be

linked to the progress in implementing the programme"

The additional ToR substantially changes the intent from 'fiscal

reforms collectively and severally by the Union and the States' to

'eliminating deficits in the non-plan revenue account by the States'.

Most of the States contended that the additional ToR without

consulting them was against the spirit of cooperative federalism6. As

the 11th FC itself noted, deficits can emerge in the States due to factors

beyond their control and due to policies of the Centre. But the 11th FC

in its second report recommended withholding of 15 percent of non-

plan revenue deficit grants and made its disbursement  conditional on

achieving the aims of monitorable fiscal reforms programme by the

respective States. Even States which were not initially assessed  to have

non-plan revenue deficit were made eligible for incentive grants on

6 For a discussion on cooperative federalism, see Inmam and Rubinfeld
(1997).
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achieving prescribed growth rates in tax and non-tax revenues and

controlling expenditure on salary, interest and subsidies.

The withholding of statutory grants under Article 275  and giving

a part of them as incentive grants to States which had an assessed surplus

in non-plan revenue account, goes counter to the intent of Article 275

of the Constitution, under which the FCs recommend grants. Article

275(1) clearly mentions  "States in need of assistance" and grants under

this provision cannot be withheld and utilised for incentivising States,

which the FC has assessed as not needing assistance."

"275. (1) Such sums as Parliament may by law provide  shall be

charged on the Consolidated Fund of India in each year as grants-in-

aid of the revenues of such States as Parliament may determine to be in

need of assistance, and different sums may be fixed for different States"

There was a dissenting note to this recommendation of the 11th

FC by one of its members, Amaresh Bagchi. Paragraph 4 of the note

clearly states that

" I do not think there can be any circumstance under which a

grant under Article 275, recommended by the Commission in its main

report, and already accepted as per the ATR7 , can be given to a State,

which as per assessment, is not in deficit"

Apart from the constitutional issue, the additional ToR and

recommendation of the 11th FC to withhold 15 percent of Article 275

grants and link it with achievements in monitorable fiscal reforms

programme went against the spirit of cooperative federalism, as pointed

out by many States. Fiscal monitoring should have been done outside the

FC sthrough consultative mechanism between the Centre and the States

and not by imposing asymmetric burden of conditionalities on the States,

who are to be equal partners with the Centre in the development process.

7 Action Taken Report on the recommendations of the FC presented in the
Parliament.
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The imposition of conditionalities by the 11th FC has been carried

on by the successive FCs.  As a consequence, not only the fiscal space of

the States has been constrained, but also the basis of cooperative

federalism  challenged. We will now analyse how 12th to 14th FCs

considered this issue before looking at the ToR of the 15th FC8.

Approach of the 12th to 14th  FCs

The 12th FC viewed that the practice of withholding non-plan

revenue deficit grants was not desirable as it widens the revenue deficits

of the States. Instead, it recommended passing of FRBM Acts by the

States and recommended that revenue deficits should be eliminated by

2008-09. The debt relief  package recommended was linked to passing

of FRBM Acts, and the eligibility for write off scheme was achieving

the recommended revenue deficit targets. The 12th FC also suggested

that external assistance should be passed on to the States under the same

conditions and not at a higher interest rate after splitting it into 70

percent loans  and 30 percent  grants as was done till then. This was a

positive sign as it resulted in lower interest burden for the States.

The 13th FC considered the disruptions in the revenue account of

the States due to the impact of global economic slowdown and

recommended that the States should eliminate revenue deficits by

2014-15  and maintain fiscal deficit at 3 percent of the Gross State

Domestic Product (GSDP). It also recommended that the Centre and the

States should bring down the debt - GDP ratio to 45 percent to 25

percent respectively by 2014-15.  It further imposed  the conditionality

that State-specific grants would be released only if the States enacted

the FRBM Acts to build in the fiscal reform path worked out by in its

recommendations.

8 The 14th FC award period is 2015-16 to 2019-20. Budget actuals are available
only up to 2016-17.  For 2017-18 and 2018-19 Revised and Budget Estimates
respectively are available.
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The 14th FC took a different approach by allowing States which

achieve  zero revenue deficit and limit interest payment to 10 percent of

their revenue receipts to borrow additional 0.5 percent of GSDP over

and above the 3 percent limit.

It can be seen that the implementation of fiscal reforms programme

has been an important part of the recommendations of the FCs since the

11th, though the approach has varied. But, the issue raised by the States

before the 11th FC that it goes against the principle of cooperative

federalism persists. Since FCs cannot impose any conditionalities on

the Centre, the burden of fiscal consolidation would always fall

asymmetrically on the States. It is here that the monitorable fiscal reforms

being suggested by a joint body of the Centre and the States like the

Inter-State Council, which is constituted in accordance with Article 263

of the Constitution, becomes relevant. Uniform deficit and debt targets

suggested for States by the FCs need reconsideration as suggested by

Punchi committee report on Centre-State relations (2010). The issue of

incentives and disincentives for the Centre and the States needs to be

deliberated jointly  instead of FCs imposing them only on the States.

This asymmetry is clearly visible, if the revenue  and fiscal deficits of

the Centre and the States are analysed (Table 1 and Figure 1, Table 2,

Figure 2).

Table 1: Central and States' Revenue Deficit -GDP Ratios (%)

Period Central All States

11th FC 3.66 2.16

12th FC 3.03 -0.20

13th FC 3.51 -0.01

14th FC 2.35 0.13

Source:  Budget Documents of the Union and State Finances: A Study

of the Budgets, Reserve Bank of India, various issues.
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Figure 1: Central and State Revenue Deficit -GDP Ratios- 11th to 14th

FC

Source:  Budget Documents of the Union and State Finances: A Study

of the Budgets, Reserve Bank of India, various issues.

Table 2: Central and States' Fiscal Deficit-GDP Ratios (%)

Period Central All States

11th FC 5.08 3.91

12th FC 4.46 2.21

13th FC 4.84 2.16

14th FC 3.55 3.08

Source:  Budget Documents of the Union and State Finances: A Study

of the Budgets, Reserve Bank of India, various issues.

Figure 2: Central and States' Fiscal Deficit -GDP Ratios- 11th to 14th

FC

Source:   Budget Documents of the Union and State Finances: A Study

of the Budgets, Reserve Bank of India, various issues
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It can be seen from the above discussion  that the disincentives

for exceeding deficit targets  recommended by the FCs and accepted  by

the Centre have succeeded in compelling the States to adhere to the

targets stipulated in the FRBM Acts. But there has been no fiscal

consolidation at the Central level. The spirit of Article 280(3)(d)

mandating the FCs to make recommendations in the interests of sound

finance has not had the intended effect due to this asymmetry. In short,

the path followed by the 11th to 13th FCs  in providing for conditionalities

for achieving fiscal reforms at the State level has not helped in fiscal

consolidation at the overall government level due to Centre not adhering

to deficit targets. Since FCs cannot impose conditionalities on the

Centre, it is better that this disincentive system for fiscal targets be done

away with. Instead, the FCs can make recommendations for fiscal

consolidation for both the Centre and the States and it should be left to

a joint deliberation by a constitutional body like the Inter-State Council,

which should suggest disincentives and incentives both for Centre and

the States. This can be included in the ToR of the FCs in such a manner

that "the FC shall make recommendations to the President on matters

under Article 280(3) (d) for causing it to be placed before the Inter-State

Council". If necessary, an amendment to the constitutional provision of

Article 280(3)(d) can be considered.

3.  Report of the FRBM Review Committee (2017) - Likely Impact

It is pertinent to note that this trend in asymmetry will be

exacerbated if the recommendations of the FRBM Review Committee

(2017) are implemented. The committee has recommended that the fiscal

deficit -GDP ratio of the Centre should be reduced to 2.5 percent and

that of the States to 1.7 percent by 2022-23 and 2024 -25 respectively.

The reason stated for the lower fiscal deficit target set for the States is

that deficit in primary balances (fiscal deficit net of interest payments)

is more for the States than the Centre (Figure 3).
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We have already seen that States have almost eliminated revenue

deficits in the post-FRBM scenario and the entire fiscal deficit is due to

capital spending. Though the  primary balances of the States have worsened

in comparison to the Centre in the recent period (Figure 3), it should be

taken note of that this is due to higher capital spending by the States.

Constraining the fiscal space of the States further, based on recommendations

of the FRBM Review Committee, would not only result in reduction of

capital expenditure of the States, but also accentuate the asymmetry in burden

of fiscal consolidation between the Centre and the States.

Figure 3: Primary Deficit -GDP Ratios of Centre and the States-
2000-01 to 2018-19

Source:  Budget Documents of the Union and State Finances: A Study

of the Budgets, Reserve Bank of India, various issues.

Other pertinent points in the recommendations of the FRBM

Review Committee to be examined in the Indian context are:

The basis for fixing ratio of 2.5 percent FD- GDP Ratio

The committee has followed the earlier methodology which fixed

3 percent each for the Centre and the States9. The basis of fixing the

ratios is as under:

9 Here, the target for the Centre is 3 percent of GDP and that of the States 3
percent of GSDP. The total of all GSDPs is less than GDP as Union Territories
and National Capital Region of Delhi are excluded. In short, all States fiscal
deficit would be less than 3 percent of GDP. In the FRBM Review Committee
Report (2017), fiscal deficit of Centre and all States are expressed at 2.5
percent and 1.7 percent of GDP.
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Total savings available for borrowing is taken at 10 percent and

the space is equally apportioned for government and private sector (as

against the earlier 60:40 ratio). It should be noted that, though the 5

percent space is to be divided equally between the Centre and the States,

the glided path of fiscal deficit - GDP ratio is fixed at 1.7 percent for

States, as they have more imbalanced primary accounts. These targets

are to be achieved as the debt - GDP ratio of Centre and the States

together is to be anchored to 60 percent by 2022-23.

Since the Centre's fiscal deficit - GDP ratio is targeted at 2.5 percent

and for all States at 1.7 percent,0.8 percent of the 5 percent fiscal space

would be left unutilised by the government sector.

In fixing this ratio, what has not been taken into account is that

there are circumstances when business confidence is low, the private

sector may not utilise the remaining 5 percent space left for it.  Under

such economic conditions, additional  the government sector borrowing

and spending would have a crowding in impact. This can propel a higher

economic growth and can result in increasing per capita incomes.

Depending on marginal propensity to consume among various income

groups, the ratio of savings to total output would also go up. The

exceptional circumstance mentioned in the committee report  of

economic growth rate falling by 3 percent from the average of preceding

three quarters, is too stiff a target and effectively prevents counter cyclical

fiscal policy when there is slowdown of economic growth.

Impact on State Finances

The FRBM committee report  is appreciative of the fiscal

consolidation achieved at the all States level in the post- FRBM period

and has noted that deficit targets have been achieved by rich and poor

States without a difference. However, the points not taken into

consideration are:
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i) The buoyant growth of VAT revenues during the period till 2013-

14 considerably slowed down and  reached a low point of

practically no growth during 2015-16 for certain States. The

uncertainties associated with implementation of GST will affect

buoyancy of own tax  revenues of States at least in the short run.

ii) The expenditure commitments of the States due to

implementation of pay commission recommendations in the face

of stagnant own tax revenues would work against fiscal

consolidation.

iii) Though there has been higher tax devolution at 42 percent

consequent to the 14th FC recommendations, there has been

restructuring of grants and the effective fiscal space of the States

have not expanded as expected.

The present all States' debt - GSDP ratio is at 22-23 percent and

Centre's  debt GDP  ratio is at 47-48 percent. A substantial correction, if

any, is called for at the Central and not at the States level. This can be

seen from the actual and target deficit ratios for the States and the Centre

in Table 2.

The committee elaborates on the question of credibility before

international credit rating agencies. As pointed out in the note of dissent

by the Chief Economic Advisor, Government of India, the credibility of

India is quite high, as it has not defaulted on debt, even during the 1991

foreign exchange crisis period.

For getting a rating, which is fickle and  can change when

speculations ride the financial markets, is  it worth to comprise the

development efforts of a country is the pertinent question. Constitutional

obligations of a welfare state cannot be made secondary to valuation by

credit rating  agencies, whose methods are often not only non- transparent

but also questionable.
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These issues need a very serious consideration, lest the State

finances should be hamstrung during the next decade. A reduction of

States' FD - GDP ratio to 1.7 percent would have deleterious impact on

capital spending needed to bridge the infrastructure deficit. The

suggested debt anchor to 60 percent and corresponding gliding down

of fiscal deficit ratios by the FRBM committee is nothing but a

resurrection of pre - Keynesian fiscal orthodoxy nomenclatured as

"British Treasury View" of a balanced budget.

When the trends in deficits of the Centre and the States are looked

at, it is clear that the deficits have been contained much more at the all

States level than at the Central level (Tables 1 and 2, Figures 1 and 2).

The portion of borrowings being spent for current expenditure is also

much higher for the Centre when compared with all States. Still, the

FRBM Review Committee has suggested a  marked cut in fiscal deficit

-GDP ratio for the States as against that of the Centre.   Presently, the

ratio of borrowings and liabilities10  of Centre and the States together is

at 74.02 percent, with the Centre having 50.30 percent and the States

23.72  percent respectively .

As already pointed out lower targets of fiscal deficit -GDP ratio

recommended  by the FRBM Review Committee would result in reducing

the capital expenditure -GDP ratio of all States and this would have

adverse consequences on economic growth. Hence, an alternative fiscal

consolidation path, which would leave the capital expenditure of the

States without being lowered and at the same time Centre adhering to

existing FRBM targets is suggested as an alternative to the

recommendations of the FRBM Review Committee.

10 Borrowings and liabilities are larger than debt as they include certain deposits
and inter - government remittances, which actually form part of
governments’ liabilities.
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Table 3: Borrowings and Liabilities -GDP Ratio for Centre
Projections till 2024-25

Year GDP FD B&L B&L/GDP

(Rs. crore) (Rs. crore) (Rs. crore)  (%)

2017-18 16995686 594849 8232050 48.44

2018-19 19035168 628160 8860211 46.55

2019-10 21319388 703539 9563750 44.86

2020-21 23877715 787964 10351715 43.35

2021-22 26743041 882520 11234235 42.01

2022-23 29952205 988422 12222658 40.81

2023-24 33546470 1107033 13329692 39.74

2024-25 37572046 1239877 14569569 38.78

Source :  Author's estimates

Table 4: Borrowings and Liabilities -GDP Ratio for all States till
2024-25

Year GDP FD B&L B&L/GDP

 (Rs. crore) (Rs. crore) (Rs. crore)  (%)

2017-18 16995686 594849 3996083 23.51

2018-19 19035168 628160 4437971 23.31

2019-20 21319388 703539 4932885 23.14

2020-21 23877715 787964 5487189 22.98

2021-22 26743041 882520 6108010 22.84

2022-23 29952205 988422 6803329 22.71

2023-24 33546470 1107033 7582086 22.60

2024-25 37572046 1239877 8454294 22.50

Source : Author's estimates
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In this alternative scenario, Centre and the States would adhere to

3.3  and 3 percent fiscal deficit to GDP and GSDP respectively11. The

nominal GDP growth rate from 2018-19 to 2024-25 is assumed at 12

percent (7.5 percent real GDP growth rate and 4.5 percent inflation). The

Borrowings and liabilities to GDP ratio for the Centre and the States

would stabilise at 59.88 percent of GDP, in which the share of the Centre

and the States would be 38.78 percent and 22.50 percent respectively.

The purpose of fiscal consolidation is not merely deficit targeting,

but how it is achieved also. In this context, it is quite relevant that the

burden of fiscal consolidation should not be asymmetrical between the

Centre and the States, as the expenditure obligations in social and

economic sectors is much more on the States rather than on the Centre.

If the intent of the Article 280(3)(d) is to be made a reality, the

present method of disincentives adopted by the FCs need to be changed.

It is pertinent to cite here the relevant  part of the dissent note to the

report of 11th FC by Amaresh Bagchi:

" …. fiscal discipline all round and not in States alone and such

fiscal discipline calls for coordination in fiscal management between

Centre  and the States but as equal partners in which  Centre pledges

not to take any action unilaterally that adversely impacts the State

budgets in a big way and is obligated to compensate them in such

eventualities. Such conditionality can be effective only if conducted by

a high-level committee. This committee can identify the monitorable

measures, which, in my view shall focus primarily on fiscal and revenue

balances of the governments, and if thought fit, also go into such matters

as compliance with accounts keeping and reporting in which several

States are found to be in default for long periods." (Paragraph 19, Page

14 under Concluding Observations of the Dissent  Note,  Report of the

11th FC  on Additional Terms of Reference)

11 3 percent of GSDP of all States  would approximately work out to 2.6
percent of  GDP



22

4.  The ToR of the 15th FC12 -  Likely Impact

Given this context, we need to examine what the ToR of the 15th

FC intends with regard to monitorable fiscal reforms. From the ToR, it

can be seen that not only the process of disincentives and incentives

would continue, it would also get added vigour and whatever the

movement away from disincentives, which the 14th FC had

recommended would also get reversed.

Review of Post -Devolution Revenue Deficit Grants

The ToR 5, of the 15th  FC mandates it to

"The Commission shall review the current status of the finance,

deficit, debt levels, cash balances and fiscal discipline efforts of the

Union and the States, and recommend a fiscal consolidation roadmap

for sound fiscal management, taking into account the responsibility of

the Central Government and State Governments to adhere to appropriate

levels of general and consolidated government debt and deficit levels,

while fostering higher inclusive growth in the country, guided by the

principles of equity, efficiency and transparency. The Commission may

also examine whether revenue deficit grants be provided at all."

The last sentence in the above quote mandates the 15th FC to

recommend whether there should be Revenue Deficit (RD) grants at all.

Till the 14th FC, post-tax devolution deficit grants under Article 275,

were called Non - Plan Revenue Deficit (NPRD) Grants. This was a very

important source of flexible part of central devolution and a means for

augmenting Consolidated Fund of the States. The 14th   FC awarded RD

grants taking a holistic view of plan and non - plan revenue expenditure

(which anyway has been done away at Central level since  2017-18).

When the State finances are likely to be stressed in the immediate future

12 The Terms of Reference of the Commission has been issued vide notification
Number S.O.3755(E). dated 27th November, 2017.
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due to a) pay commission awards, b) problems in implementation of

GST, c) need for spending in social and economic sectors and d) interest

liabilities  on  Ujwal  Discom Assurance Yojana (UDAY) bonds, the

above ToR is a retrograde step and would severely strain the State

finances. There is also constitutional issue that is arising here. Article

280 (3) (b) States that it shall be duty of the  FC to make recommendations

on the principles governing grants in aid of the States out of the Consolidated

Fund of India. The grants in aid recommended  are charged expenditure to

the Consolidated Fund of India as per Article  275 of the Constitution.  The

constitutional provision  of making recommendations in principles of

recommending  grants-in-aid does not allow the FC to make a review as to

whether revenue deficit  grants should be provided at all. In view of the

specific mandate in Article 280(3) (b) of the Constitution, the ToR 5

appears to have overstepped the constitutional mandate.

Restrictions on Borrowing

The ToR mandates recommending conditions that Government

of India (GoI)   may impose on States while providing consent under

Article 293(3) of the Constitution (for market borrowings). Already

FRBM Acts have been passed by the Centre and the States and limits for

borrowings specified are specified therein. Why further conditions should

be specified? It is obviously a move to further restrain the borrowings

and constrain the fiscal space of certain States. The Chairman of the 15th

FC, while heading the FRBM Review Committee, had recommended a

debt -GDP limit of 60 percent (40 for the Centre and 20 for the States).

The need to fix debt- GDP ratio at 60 percent is  not based on very valid

grounds. Reinhart and Rogoff (2010)  had suggested this  ratio for

emerging market economies is with substantial external debt. In the

Indian context, the external debt is less than 6 percent of the total debt

and the conclusions of Reinhart and Rogoff(2010) cannot be stated to

have application.
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5.   Vertical Fiscal Imbalance - Trends from 11th to 14th FCs

Vertical fiscal imbalance between the Centre and the States arise

due to the larger expenditure obligations, especially in the social sectors

like education and health falling on the States and more buoyant revenue

sources remaining with the Centre, as per the constitutional division of

powers. The mandate of the FCs as per the provisions of Article 280 of

the Constitution is to ameliorate the vertical fiscal imbalances by

suggesting distribution of a prescribed percentage of the net proceeds

of the Union taxes. The 10th FC recommended that all taxes of the

Union  should be shareable with the States and the recommendation was

accepted by the 80th constitutional amendment13. The percentage of

Net Proceeds of taxes recommended by the FCs and prescribed by the

President from 11th to 14th  and its gap  with the share of Gross Tax

Revenue (GTR) of the Union is given in Table 5.

Table 5: Prescribed Percentage of Union Taxes shareable with the
States

FC Prescribed  percent Share of Gap
(1)  Net  Proceeds of  GTR of (4)= (3)-(20

Union Taxes the Union
shareable (3)

(2)

11th 29.5 26.97 2.53

12th 30.5 26.32 4.18

13th 32 28.24 3.76

14th * 42 34.13 7.87

Source:   Reports of the FCs and Union Budget Documents * upto 2016-

17 for which budget actuals are available

13 Till the 80th constitutional amendment, only personal income tax was
shareable under Article 270 and Union Excise Duty was shareable under
Article 272, by an act of Parliament.
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It can be seen that as the share recommended by the FCs went up

from 11th to 14th, the gap between the prescribed percentage of Net

Proceeds and that of the GTR went up. This implies that the size of the

divisible pool of the taxes is becoming smaller due to increasing share

of surcharges and cesses which are not shareable with the States. As

already mentioned net proceeds is GTR less surcharges and cesses and

cost of collection. Since cost of collection has stagnated and declined

below 1 percent14  the increasing gap is due to the rising share of

surcharges and cesses in GTR (Table 6).

Table  6:   Share of Surcharges and Cesses in GTR

  Year Gross Tax Surcharges (3) as a %

(1)  Revenue (GTR) and Cesses  of (2)

(2) Rs.  crore (3) Rs.  crore

2011-12 889176 57498 6.47

2012-13 1026234 59569 5.80

2013-14 1138733 66411 5.83

2014-15 1244884 74399 5.98

2015-16 1455648 82510 5.67

2016-17 1715822 110710 6.45

2017-18 RE 1946119 139261 7.16

Source: Budget Documents of the Union.

It should also be taken note of that despite increase in share of Net

Proceeds recommended for distribution to the States by the FCs, the

vertical imbalance between Centre and the States as proxied by the gap

between States' total expenditure and States'  Own Tax Revenue with

and without Central tax devolution has risen since 2015-16. (Tables 7

and 8). The higher share of devolution has not been ameliorating the

14. Income tax Time series data in www.incometaxindia.gov.in
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rising gap between revenue and expenditure of share of States as can be

seen from the rising post-devolution gap in the recent period.15

Table 7: Pre- and Post- Devolution Imbalance between Centre and
the States

(% of GDP)

States' Central Total State Pre Post
  Year  Own Tax  Transfers  State Expen- Devo- Devo-

Revenues Tax Tax diture lution lution
Devo-  Revenues Gap Gap

lution

2000-01 5.36 2.39 7.75 14.09 8.72 6.34

2001-02 5.41 2.27 7.68 14.48 9.07 6.81

2002-03 5.53 2.21 7.75 14.27 8.74 6.52

2003-04 5.62 2.37 7.99 15.13 9.51 7.14

2004-05 5.84 2.47 8.31 14.34 8.5 6.03

2005-06 6 2.6 8.59 14.14 8.15 5.55

2006-07 6.13 2.85 8.98 14.42 8.29 5.44

2007-08 5.56 3.08 8.64 13.34 7.78 4.7

2008-09 5.51 2.88 8.39 13.84 8.33 5.45

2009-10 5.81 2.59 8.4 14.76 8.95 6.36

2010-11 6.15 2.87 9.02 14.01 7.86 5

2011-12 6.43 2.88 9.31 13.98 7.55 4.67

2012-13 6.72 2.91 9.63 14.29 7.57 4.65

2013-14 6.3 2.8 9.1 14.4 8.1 5.3

2014-15 6.3 2.7 9 15.6 9.3 6.6

2015-16 6.2 3.7 9.9 16.4 10.2 6.5

2016-17 6 4 10 17 11 7

Source: Indian Public Finance Statistics  and State Finances: A Study of

the Budgets, Reserve Bank of India, various issues.

15 While computing  vertical imbalances, grants are not considered as only less
than 10 percent of the grants are flexible resources and balance is tied to
specific criteria.
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Table  8:  Pre and Post-Devolution Imbalance- FC wise
(% of GDP)

FC  States' Central States' Pre- Post
Period OTR  Tax Expen- Devol- Devolution

Devolution diture ution Gap  Gap

11th 5.55 2.34 14.46 8.91 6.57

12th 5.80 2.80 14.10 8.30 5.50

13th 6.38 2.83 14.57 8.08 5.24

14th 6.10 3.85 16.70 10.60 6.75

Source:  Indian Public Finance Statistics and State Finances: A Study of

the Budgets, Reserve Bank of India, various issues.

The pre and post-devolution imbalances between the Centre and

the States showed a decline from the time period of 11th to 12th FC. Both

OTR-GDP ratio of States and Central tax devolution GDP ratio improved

while States' expenditure- GDP came down. States' OTR rose during

13th FC period, while Central tax devolution - GDP ratio showed a very

minor rise of 0.03 percent. States' expenditure rose by 0.47 percent.

During the 14th FC  period, Central tax devolution and States' expenditure

ratios to GDP rose  by 1.02 percent and 2.13 percent respectively, while

States' OTR-GDP ratio declined by 0.28 percent.  But the pre and post-

devolution imbalances worsened. During this period States lost plan

grants and had to incur a higher share in most of the Centrally Sponsored

Schemes (CSS)16.

The above discussion clearly brings to the fore the fact that the

FCs have been expanding in their role as incentivisers for

implementation of fiscal reforms, but have not been able to reduce the

vertical  fiscal  imbalance between the Union and the States, which is

their traditional role in ameliorating the fiscal inequities  between

16 Since 2015-16, formula based plan grants known as Gadgil formula grants
have been stopped. The Central share in core schemes in CSS has been
reduced to 60 percent instead of 75 percent prior to 2015-16.
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governmental jurisdictions. In addition to rising post-devolution vertical

fiscal imbalances, the burden of fiscal consolidation has fallen

asymmetrically on the States. The incentives based monitorable fiscal

programme have not been able to achieve fiscal consolidation at the

Central level.

6.    Political and Fiscal Federalism - Issues to be Highlighted

Indian fiscal federalism is a part of the Indian political federalism,

which has had a changing course since independence. But it has not

always followed the trends in Indian political federalism of which it is a

part.  To examine this, let us briefly examine the trends in political

federalism since the 1950s.

To state in brief, there are four distinct phases in Indian political

federal history. The initial phase from 1950-1967 was one in which a

single party, the Indian National Congress dominated the power at Central

and State levels, barring a brief interlude in Punjab and East Patiala

States Union (PEPSU) in 1953 and in Kerala in 1957-59.  Though  the

issues like freight equalisation of coal which removed the comparative

advantage of resource base of the States like West Bengal, non-sharing

of corporation tax  did  come up, these could be resolved through the

intra-ruling party negotiations, and did not take the litigation route.

The national and State leaderships were both quite powerful and had

popular bases. The second phase was a short one (1967-69), in which

opposition parties formed governments in nine States. Most of the

experiments, except that in Tamil Nadu were short lived. However,

during this period, voices were raised for restructuring Centre-State

relations and the report of the Rajamannar committee (1971) appointed

by the Government of Tamil Nadu was notable. However, during the

1970s, these trends were reversed, and there were strong centralising

trends. But this time, the power and influence of the national leadership

completely overshadowed the States' leadership. However, the 1980s
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saw the era of conclave politics and the voice for restructuring Centre-

State relations becoming more strident than in the past. This led to the

appointment of the Sarkaria commission to study the Centre-State

relations,though  its recommendations remained largely unimplemented.

The 1990s to 201417 witnessed a period of political

decentralisation with coalition governments at the Centre. But during

the same period, in the fiscal side, centralising trends gathered strength

with harmonisation of tax rates by introduction of Value Added Tax in

which committee of State finance ministers agreed to have harmonious

rates, announcing of Goods and Services Tax (GST) with uniform rates

and the Centre increasingly spending on the items in the State List

through CSS. The asymmetry in burden of fiscal consolidation, which is

a clear indicator of fiscal centralisation gathered momentum during this

period, despite the lower political centralisation. This calls for the need

to address issues of fiscal federalism with the focus it requires as it has

showed contrarian trends to that in the political realm.

7.   Concluding Observations

Though federalism is part of the basic structure of Indian

Constitution, there are marked unitary features in the Constitution itself.

The political framework has also strengthened the unitary tendencies.

The period taken for analysis is from 2000-01 to 2016-17, during which

the 11th to 14th  FCs have  given their awards. In the political arena, there

were coalition governments at the Centre with no single party having a

majority, except for the last three years. The pertinent point to be noted

is that parties with regional bases, which had championed the cause of

State's rights in earlier decades were sharing power at the Centre during

this period. Paradoxically, no meaningful restructuring of Centre-State

17 This was a period when economic liberalisation became the official policy
of the Government of India.
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fiscal relations took place, barring the appointment of Justice M.M.

Punchi Committee. Its recommendations have not been considered for

implementation.It also did not generate any discussion in the public

domain, unlike the earlier recommendations of the Justice Sarkaria

Commission.

In the fiscal realm, the FRBM acts and their implementation was

given emphasis by the FCs and conditionalities were imposed for

achieving monitorable fiscal reforms. These included withholding part

of grants recommended by the States under Article 275 of the

Constitution. While States have borne a disproportionate burden of

achieving fiscal targets, Centre has not been able to meet the targets

under FRBM act. Though FCs have functioned credibly in their

constitutional duty of ensuring predictable resource flow to the States,

their efficacy in ensuring fiscal consolidation through achievement or

deficit targets, which has placed States at a disadvantageous position

vis-a-vis  the Centre needs to be examined and an alternate mechanism

is to be put in place. This suggestion was made by late Amaresh Bagchi

in his dissent note to the report of the 11th FC.

Another  important issue is the rise in surcharges and cesses

resulting in the shrinking of the divisible pool of taxes with the States.

When FCs recommend a higher share, the divisible pool of taxes itself is

made smaller by increasing surcharges and cesses which are not shareable

with the States. Besides, the estimates  of studies  that about 22 percent

of GDP is  tax evaded income also reveal that the size of the pool of

taxes shareable with the States is smaller than its potential[(NIPFP 1985),

Schenieder et al. (2010)]. These would have serious impact on vertical

fiscal imbalances between the Centre and the States, which have been

worsening in the recent period.

To state in brief, despite having a record as a constitutional body

which has ensured a predictable flow of resources to the States, the FCs

have not been successful in ensuring fiscal consolidation in an equitable
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manner between the Centre  and the States through their approach of

conditionalities. There is a need for an alternative mechanism in which

the Centre and the States decide as equal partners the question of  fiscal

consolidation at the general government level.

In the Indian context, the architecture of fiscal federalism can be

strengthened only if issues like asymmetry in sharing the burden of

fiscal consolidation, attempts to further constrain fiscal space of the

States and  worsening vertical imbalances are considered and remedial

steps taken.

R Mohan, is a former officer of the Indian Revenue

Service and  is presently a Visiting Research,

Fellow at Centre for Development Studies,

Thiruvananthapuram and Senior Consultant at

Gulati Institute of Finance and Taxation (GIFT)

Thiruvananthapuram. His areas of research

interest are fiscal federalism and taxation.

E mail: prakri@gmail.com



32

References

Gulati  I.S. and K.K. George.1988. Essays in Federal Fiscal Relations,

Centre for Development Studies, Thiruvananthapuram, Oxford

and IBH Publishing House.

Government of India. 1987. Commission to Examine and Review the

existing Arrangements between the Union and the States,

Chairman Justice R.S. Sarkaria.

---------.2000. Report of the Eleventh Finance Commission, Chairman

A.M. Khusro.

---------.2000. Report of the Eleventh Finance Commission on Additional

Terms of  Reference.

---------.2005. Report of the Twelfth Finance Commission, Chairman

C.Rangarajan.

---------.2010. Report of the Thirteenth Finance Commission, Chairman

Vijay Kelkar.

---------.2015. Report of the 14th Finance Commission.Chairman Y. V.

Reddy.

--------- .2010. Commission on Centre-State Relations. Chairman Justice

M. M.Punchi.

---------.2015. Committee on Revenue Neutral Rates (RNR) under GST,

Chairman ArvindSubramaniam, Chief Economic Advisor.

--------- .2017. Report of the Committee to review Fiscal responsibility

and Budget Management (FRBM) Act, Chairman N.K. Singh.

Government of Tamil Nadu. 1971. Centre-State Relations Enquiry

Committee, Chairman, Justice P.V. Rajamannar.

Inmam Robert P and Daniel L Rubinfeld. 1997. 'Rethinking Federalism',

Journal of Economic Perspectives,Volume  11, Number 4, Fall,

Pp. 43-64.



33

National Institute of a Public Finance and Policy (NIPFP).1985. Aspects

of the Black Economy  in India: Report submitted to Government

of India, Ministry of Finance.

Reinhart Carmen M and Kenneth S Rogoff. 2010. 'Growth  in a Time of

Debt',  American Economic Review, Volume 100, No. 2, May, Pp.

573-578.

Schneider, F,  Buehn, A, Montenegro, C E. 2010. Shadow Economies all

over the World: New Estimates for 162 Countries from 1999 to

2007.  Policy Research Working Paper, 5356. World Bank.

Development Research Group. Poverty and Inequality Team.

Vithal B.P.R and M.LSastry. 2001. Fiscal Federalism in India, Oxford

University Press.



34

PUBLICATIONS

For information on all publications, please visit the CDS Website:
www.cds.edu.  The Working Paper Series was initiated in 1971. Working
Papers from 279 can be downloaded from the site.

The Working Papers published after  January 2014  are listed below:

W.P.  483  S. IRUDAYA RAJAN,  K.C. ZACHARIAH, Emigration
and Remittances: Evidences from the Kerala Migration
Survey, 2018.  January 2019

W.P.  482  K.P. KANNAN, Wage Inequalities in India. December  2018

W.P.  481 MIJO LUKE, Globalisation and the Re-Articulations
of the Local: A Case Study from Kerala’s Midlands.
December   2018.

W.P.  480 SUNANDAN GHOSH, Enlargement Decisions of Regional

Trading Blocs with Asymmetric Members. November 2018.

W.P.  479 BEENA P.L. Outward FDI and Cross-Border M&As by

Indian Firms: A Host Country-Level Analysis. October 2018

W.P.  478  A.V. JOSE, Changing Structure of Employment in Indian
States. October 2018.

W.P.  477 P. KAVITHA, Trends and Pattern of Corporate Social
Responsibility Expenditure: A Study of Manufacturing

Firms in India. September 2018.

W.P.  476 MANMOHAN AGARWAL ,  International Monetary Affairs
In the Inter War Years: Limits of Cooperation. June 2018

W.P.  475 R. MOHAN, D. SHYJAN, N. RAMALINGAM Cash
Holding and Tax Evaded Incomes in India- A Discussion.
January 2018.

W.P.  474 SUNIL MANI, Robot Apocalypse Does it Matter for India’s
Manufacturing Industry ? December 2017

W.P.  473 MANMOHAN AGARWAL  The  Operation  of  the  Gold
Standard  in  the Core and  the Periphery  Before  the
First  World  War. June 2017.



35

W.P.  472 S.IRUDAYA RAJAN, BERNARD D' SAMI,  S.SAMUEL
ASIR RAJ Tamil Nadu Migration Survey 2015. February
2017.

W.P.  471 VINOJ ABRAHAM, MGNREGS: Political Economy,  Local
Governance and Asset Creation in South India. September  2016

W.P.  470 AMIT S RAY, M PARAMESWARAN, MANMOHAN
AGARWAL, SUNANDAN GHOSH, UDAYA  S MISHRA,
UPASAK DAS, VINOJ ABRAHAM Quality  of  Social
Science  Research  in  India, April  2016

W.P.  469 T. M THOMAS ISAAC,  R. MOHAN  Sustainable Fiscal
Consolidation:  Suggesting the Way Ahead for Kerala, April 2016.

W.P.  468  K. C. ZACHARIAH, Religious Denominations of Kerala,
April 2016.

W.P.  467  UDAYA S. MISHRA, Measuring  Progress  towards  MDGs
in Child Health: Should Base Level Sensitivity and Inequity
Matter? January 2016

W.P.  466  MANMOHAN AGARWAL, International Monetary System
Response of Developing Countries to its shortcomings,
December  2015

W.P.  465  MANMOHAN AGARWAL, SUNANDAN GHOSH
Structural Change in the  Indian Economy, November  2015.

W.P.  464 M. PARAMESWARAN, Determinants of Industrial
Disputes: Evidence from Indian Manufacturing Industry,
November  2015

W.P.  463 K. C. ZACHARIAH, S. IRUDAYA RAJAN, Dynamics of
Emigration and Remittances in Kerala: Results from the
Kerala Migration Survey 2014, September  2015.

W.P.  462 UDAYA S MISHRA, VACHASPATI SHUKLA, Welfare
Comparisons with Multidimensional Well-being Indicators:
An Indian Illustration,  May  2015.

W.P.  461  AMIT S RAY,  SUNANDAN  GHOSH  Reflections on India’s

Emergence in the World Economy, May  2015.

W.P.  460  KRISHNAKUMAR S Global Imbalances and Bretton

Woods II Postulate,  December  2014.



36

W.P.  459 SUNANDAN GHOSH  Delegation in Customs Union

Formation December  2014

W.P.  458 M.A. OOMMEN D. SHYJAN, Local Governments and the

Inclusion of the Excluded: Towards A Strategic Methodology

with Empirical Illustration. October   2014

W.P.  457 R. MOHAN,  N. RAMALINGAM,  D. SHYJAN,  Horizontal
Devolution  of  Resources  to  States in  India-  Suggestions
before  the  Fourteenth Finance  Commission,   May  2014

W.P.  456 PRAVEENA KODOTH, Who Goes ? Failures of Marital
Provisioning and Women’s Agency among Less Skilled
Emigrant  Women Workers from Kerala,  March   2014

W.P.  455 J. DEVIKA, Land, Politics, Work and Home-life at
Adimalathura: Towards a Local History. January 2014.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /AGaramond-Bold
    /AGaramond-BoldItalic
    /AGaramond-Italic
    /AGaramond-Regular
    /AGaramond-Semibold
    /AGaramond-SemiboldItalic
    /AGOldFace-Outline
    /Avenir-Black
    /Avenir-BlackOblique
    /Avenir-Heavy
    /Avenir-HeavyOblique
    /Avenir-Medium
    /Avenir-MediumOblique
    /Avenir-Oblique
    /Avenir-Roman
    /BakerSignet
    /BellGothic-Black
    /BellGothic-Bold
    /BellGothic-Light
    /BermudaLP-Squiggle
    /Birch
    /Chaparral-Display
    /ConduitOSITC-BlackItalic
    /Courier
    /Courier-Bold
    /Courier-BoldOblique
    /Courier-Oblique
    /Cutout
    /DV-Aakash-Bold
    /DV-Aakash-BoldItalic
    /DV-AakashExBold
    /DV-AakashExBoldItalic
    /DV-Dhruv-Bold
    /DV-Dhruv-BoldItalic
    /DV-Dhruv-Italic
    /DV-Dhruv-Normal
    /DV-Natraj-Bold
    /DV-Natraj-BoldItalic
    /DV-NatrajExBold
    /DV-NatrajExBoldItalic
    /DV-Natraj-Italic
    /DV-NatrajMedium
    /DV-NatrajMediumItalic
    /DV-Natraj-Normal
    /DV-SurekhEN-Bold
    /DV-SurekhEN-BoldItalic
    /DV-SurekhEN-Italic
    /DV-SurekhEN-Normal
    /Galliard-Bold
    /Galliard-BoldItalic
    /Galliard-Italic
    /GalliardITCbyBT-Roman
    /Galliard-Roman
    /Ganga-CH-Bold
    /Garamond-BoldCondensed
    /Garamond-BoldCondensedItalic
    /Garamond-BookCondensed
    /Garamond-BookCondensedItalic
    /Garamond-LightCondensed
    /Garamond-LightCondensedItalic
    /Giddyup
    /Goudy
    /GreymantleMVB
    /Helvetica
    /Helvetica-Bold
    /Helvetica-BoldOblique
    /Helvetica-Condensed
    /Helvetica-Condensed-Bold
    /HelveticaInserat-Roman
    /Helvetica-Light
    /Helvetica-LightOblique
    /Helvetica-Oblique
    /ISFOC-Border-10
    /ISFOC-Border-11
    /ISFOC-Border-9
    /ISFOC-BR1
    /ISFOC-BR2
    /ISFOC-BR3
    /ISFOC-BR4
    /ISFOC-BR5
    /ISFOC-BR6
    /ISFOC-BR7
    /ISFOC-BR8
    /Khaki-Two
    /ML1-Ambili-Bold
    /ML1-Ambili-BoldItalic
    /ML1-Ambili-Italic
    /ML1-Ambili-Normal
    /ML1-Aswathi-Bold
    /ML1-Aswathi-BoldItalic
    /ML1-Aswathi-Italic
    /ML1-Aswathi-Normal
    /ML1-Indulekha-Bold
    /ML1-Indulekha-BoldItalic
    /ML1-Indulekha-Italic
    /ML1-Indulekha-Normal
    /ML1-Karthika-Bold
    /ML1-Karthika-BoldItalic
    /ML1-Karthika-Italic
    /ML1-Karthika-Normal
    /ML1-Revathi-Bold
    /ML1-Revathi-BoldItalic
    /ML1-Revathi-Italic
    /ML1-Revathi-Normal
    /ML-Aathira-Bold
    /ML-Aathira-BoldItalic
    /ML-Aathira-Italic
    /ML-Aathira-Normal
    /ML-Ambili-Bold
    /ML-Ambili-BoldItalic
    /ML-Ambili-Italic
    /ML-Ambili-Normal
    /ML-Anakha-Bold
    /ML-Anakha-BoldItalic
    /ML-Anjali-Bold
    /ML-Anjali-BoldItalic
    /ML-Aparna-Bold
    /ML-Aparna-BoldItalic
    /ML-Ashtamudi-Bold
    /ML-Ashtamudi-BoldItalic
    /ML-AshtamudiExBold-Italic
    /ML-AshtamudiExBold-Normal
    /ML-Ashtamudi-Italic
    /ML-Ashtamudi-Normal
    /ML-Aswathi-Bold
    /ML-Aswathi-BoldItalic
    /ML-Aswathi-Italic
    /ML-Aswathi-Normal
    /ML-Atchu-Bold
    /ML-Atchu-BoldItalic
    /ML-Atchu-Italic
    /ML-Atchu-Normal
    /ML-AyilyamBold-Italic
    /ML-AyilyamBold-Normal
    /ML-BeckalBold-Italic
    /ML-BeckalBold-Normal
    /ML-Bhavana-Bold
    /ML-Bhavana-BoldItalic
    /ML-Bhavana-Italic
    /ML-Bhavana-Normal
    /ML-Chandrika-Bold
    /ML-Chandrika-BoldItalic
    /ML-Chandrika-Italic
    /ML-Chandrika-Normal
    /ML-Chithira-Bold
    /ML-ChithiraHeavy-Bold
    /ML-ChithiraHeavy-BoldItalic
    /ML-Chithira-Normal
    /ML-Devika-Bold
    /ML-Devika-BoldItalic
    /ML-Gauri-Bold
    /ML-Gauri-BoldItalic
    /ML-GauriHeavy-Italic
    /ML-GauriHeavy-Normal
    /ML-Geethika-Bold
    /ML-Geethika-BoldItalic
    /ML-Gopika-Bold
    /ML-Gopika-BoldItalic
    /ML-Gopika-Italic
    /ML-Gopika-Normal
    /ML-Guruvayur-Bold
    /ML-Guruvayur-BoldItalic
    /ML-Indulekha-Bold
    /ML-Indulekha-BoldItalic
    /ML-IndulekhaHeavy-Bold
    /ML-IndulekhaHeavy-BoldItalic
    /ML-Indulekha-Italic
    /ML-Indulekha-Normal
    /ML-Jaya-Bold
    /ML-Jaya-BoldItalic
    /ML-Jaya-Italic
    /ML-Jaya-Normal
    /ML-Jyothy-Bold
    /ML-Jyothy-BoldItalic
    /ML-Jyothy-Italic
    /ML-Jyothy-Normal
    /ML-Jyotsna-Bold
    /ML-Jyotsna-BoldItalic
    /ML-Kala-Bold
    /ML-Kala-BoldItalic
    /ML-Kamini-Normal
    /ML-Kanika-Bold
    /ML-Kanika-BoldItalic
    /ML-Kanika-Italic
    /ML-Kanika-Normal
    /ML-Karthika-Bold
    /ML-Karthika-BoldItalic
    /ML-Karthika-Italic
    /ML-Karthika-Normal
    /ML-Kaumudi-Bold
    /ML-Kaumudi-BoldItalic
    /ML-Kaumudi-Italic
    /ML-Kaumudi-Normal
    /ML-Keerthi-Bold
    /ML-Keerthi-BoldItalic
    /ML-Leela-Bold
    /ML-Leela-BoldItalic
    /ML-LeelaHeavy-Italic
    /ML-LeelaHeavy-Normal
    /ML-Leela-Italic
    /ML-Leela-Normal
    /ML-MadhaviExBold-Italic
    /ML-MadhaviExBold-Normal
    /ML-Madhu-Bold
    /ML-Madhu-BoldItalic
    /ML-Madhu-Italic
    /ML-Madhu-Normal
    /ML-Malavika-Bold
    /ML-Malavika-BoldItalic
    /ML-Malavika-Italic
    /ML-Malavika-Normal
    /ML-MangalaExBold-Italic
    /ML-MangalaExBold-Normal
    /ML-Mayoori-Bold
    /ML-Mayoori-BoldItalic
    /ML-Mohini-Bold
    /ML-Mohini-BoldItalic
    /ML-Mohini-Italic
    /ML-Mohini-Normal
    /ML-Nalini-Bold
    /ML-Nalini-BoldItalic
    /ML-Nalini-Italic
    /ML-Nalini-Normal
    /ML-Nandini-Bold
    /ML-Nandini-BoldItalic
    /ML-Nandini-Italic
    /ML-Nandini-Normal
    /ML-Nanditha-Bold
    /ML-Nanditha-Italic
    /ML-Nanditha-Normal
    /ML-NarmadaExBold-Italic
    /ML-NarmadaExBold-Normal
    /ML-Nila-Bold
    /ML-Nila-BoldItalic
    /ML-Onam-Bold
    /ML-Onam-BoldItalic
    /ML-Periyar-Bold
    /ML-Periyar-BoldItalic
    /ML-Periyar-Italic
    /ML-Periyar-Normal
    /ML-Pooram-Bold
    /ML-Pooram-BoldItalic
    /ML-Pooram-Italic
    /ML-Pooram-Normal
    /ML-Poornima-Bold
    /ML-Poornima-Normal
    /ML-Rachana-Bold
    /ML-Rachana-BoldItalic
    /ML-Rachana-Normal
    /ML-Ravivarma-Bold
    /ML-Ravivarma-BoldItalic
    /ML-Ravivarma-Italic
    /ML-Ravivarma-Normal
    /ML-Revathi-Bold
    /ML-Revathi-BoldItalic
    /ML-Revathi-Italic
    /ML-Revathi-Normal
    /ML-Rohini-Bold
    /ML-Rohini-BoldItalic
    /ML-Sabari-Bold
    /ML-Sabari-BoldItalic
    /ML-Sankara-Bold
    /ML-Sankara-BoldItalic
    /ML-Sarada-Bold
    /ML-Sarada-Normal
    /ML-Sruthy-Bold
    /ML-Sruthy-BoldItalic
    /ML-Sruthy-Italic
    /ML-Sruthy-Normal
    /ML-Sugatha-Bold
    /ML-Sugatha-BoldItalic
    /ML-Suparna-Bold
    /ML-Suparna-BoldItalic
    /ML-Surya-Bold
    /ML-Surya-Normal
    /ML-SwathyBold-Italic
    /ML-SwathyBold-Normal
    /ML-Thakazhi-Bold
    /ML-Theyyam-Bold
    /ML-Theyyam-BoldItalic
    /ML-Theyyam-Italic
    /ML-Theyyam-Normal
    /ML-Thiruvathira-Bold
    /ML-Thiruvathira-BoldItalic
    /ML-Thiruvathira-Italic
    /ML-Thiruvathira-Normal
    /ML-Thunchan-Bold
    /ML-Thunchan-BoldItalic
    /ML-Thunchan-Italic
    /ML-Thunchan-Normal
    /ML-Vaisali-Bold
    /ML-Vaisali-BoldItalic
    /ML-Varsha-Bold
    /ML-Varsha-BoldItalic
    /ML-Varsha-Italic
    /ML-Varsha-Normal
    /ML-VeenaHeavy-Italic
    /ML-VeenaHeavy-Normal
    /ML-Vinay-Bold
    /ML-Vinay-Normal
    /ML-Visakham-Bold
    /ML-Visakham-BoldItalic
    /ML-Visakham-Italic
    /ML-Visakham-Normal
    /ML-Vishu-Bold
    /ML-Vishu-BoldItalic
    /ML-Vishu-Italic
    /ML-Vishu-Normal
    /ML-Yashasri-Bold
    /ML-Yashasri-BoldItalic
    /Mojo
    /Myriad-Bold
    /Myriad-BoldItalic
    /Myriad-CnBold
    /Myriad-CnBoldItalic
    /Myriad-CnItalic
    /Myriad-CnSemibold
    /Myriad-CnSemiboldItalic
    /Myriad-Condensed
    /Myriad-Italic
    /MyriadPro-Black
    /MyriadPro-BlackIt
    /MyriadPro-Bold
    /MyriadPro-BoldIt
    /MyriadPro-It
    /MyriadPro-Light
    /MyriadPro-LightIt
    /MyriadPro-Regular
    /MyriadPro-Semibold
    /MyriadPro-SemiboldIt
    /Myriad-Roman
    /Myriad-Tilt
    /Nyx
    /OCRA-Alternate
    /Ouch
    /Palatino-Bold
    /Palatino-BoldItalic
    /Palatino-Italic
    /Palatino-Roman
    /Pompeia-Inline
    /Postino-Italic
    /Shelley-AllegroScript
    /Shuriken-Boy
    /SpumoniLP
    /Swiss721BT-Bold
    /Swiss721BT-BoldCondensed
    /Swiss721BT-BoldCondensedItalic
    /Swiss721BT-BoldItalic
    /Swiss721BT-Italic
    /Swiss721BT-ItalicCondensed
    /Swiss721BT-Light
    /Swiss721BT-LightItalic
    /Swiss721BT-Roman
    /Swiss721BT-RomanCondensed
    /SY10-Sports
    /SY11-Swastik
    /SY12-Zodiac
    /SY13-Zodiac
    /SY14-Zodiac
    /SY15-Zodiac
    /SY16-Zodiac
    /SY17-NationalHeroes
    /SY18-Vivah
    /SY19-Patterns
    /SY1-Birds
    /SY20-Zodiac
    /SY21-Zodiac
    /SY23-Zodiac
    /SY24-Zodiac
    /SY25-Election
    /SY26-Variety
    /SY27-Vehicles
    /SY28-IndianDances
    /SY29-Kitchen
    /SY2-Dance
    /SY30-Jain
    /SY31-Mudras
    /SY32-Music
    /SY3-Ganesh
    /SY4-Ganesh
    /SY5-Gods
    /SY6-Info
    /SY7-Lamps
    /SY8-Sports
    /SY9-Sports
    /Symbol
    /Times-Bold
    /Times-BoldItalic
    /Times-Italic
    /Times-Roman
    /TM-Avvai-Bold
    /TM-Avvai-BoldItalic
    /TM-Avvai-Italic
    /TM-Avvai-Normal
    /VAGRoundedBT-Regular
    /VAGRoundedLt-Normal
    /WoodtypeOrnaments-One
    /ZapfDingbats
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


