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Mr. Speaker, Sir,

It is my privilege to present before this august
House the budget estimates of 1989-90.

~ The current year witnessed an acute financial
crisis unprecedented in the history of Assam. It is
natural for the honourable members to enquire about
the causes of this crisis. The crisis is a manifestation
of ~accumulated problems, which reached a bursting
point this year. I propose to dwell upon certain
basic ceuses of this crisis. The steep step up in the
Plan outlay during the sixth and seventh Plans begin-
ning from 1980-81 has imposed a severe debt burden
on the State. The annual Plan outlay of Rs. 198
crores in 1980-81 went up by leaps and bou_ndS to
Rs.610 crores during 1988-89. The loan assistance
for every annual Plan is repayable from the very

next year and a major portion cf cur Pler is finan-
ced by loans. )

9. The size of the annual Plan of 1987-83
was fixed at Rs.575 crores. The contr}butlon of
the State to the Plan was Rs.45 crores, wh.u_:h was to
materialise after additional resource mobilisation of
Rs. 77 crores. The size of the annual Plan of the
current year is Rs. 610 crores. The contribution of
the State was fixed at Rs.75 crores, which was to
accruc from additional resources to the extent cf
Rs. 108 crores. The additional resource mobilisation
of about Rs. 185 crores for both 1987-88 and 1988-
89 was anticipated to accrue largely from revision
of oil royalty, which did not materialise. The
immediate cause of the crisis is this large gap n
our resources, which has not been bridged by Central
assistance or buoyancy in State revenues.

3. Such gaps in our resources were not uncommon
in the past. The gaps were periodically filled up
by overdraft loans from the Government of India.
For instance, we received Rs. 127 crores during
1982-83 and Rs. 118  crores during  1985-86,
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which helped to bridge the gap. This practice has

been discontinued by the Government of India since

1986, not only in the case of Assam but all cver

India, with the result that the States have been forced

to live within their budgetary resources. This Is
. another major cause of the present crisis.

4, The budgetary deficit which stood at Rs.11 crores
on March 31, 1986, rose to Rs. 80 crores on March
31, 1987 and stood at Rs. 128 crores on March 31,
1988. Thus, the current year opened with a heavy
deficit, which was unbearable for a small State like
Assam. The first signs of the ciisis surfaced in
March 1988, when the State accounts were in heavy

" . overdraft of Rs.94 crores with the Reserve Bank

of India. In quick succession, we entered overdraft
again in April 1988 to the tune of Rs.56 crores,
which was liquidated by taking advance from the
Government of India against Plan assistance and nct
interest liability grants, normally due for release to-
wards the end of 1988-89. The crisis continued and the
‘State was in heavy overdraft in July, 1988, October,

1988, January, 1989, February, 1989 and March, 1989

- on account of servicing of central loans. We pal

Rs. 69 crores in July 1988, Rs. 93 crores in October
1988 and Rs. 69 crores ir January 1989 to the

overnment of India towards principal and i.nteres.t.
moogier Rs. 93 crores has been paid during this
. month.

5. The heavy opening deficit of Rs. 128 crores, the
unprecedented” floods, steep rise in the dearness allo-
Wanqq bills, heavy debt servicing, inadequate resource
mobilisation and delay in the enhancement of oil
Toyalty have exerted tremcndous pressure on the slen-
f{ler finances of the State during the current year,
Orcing tte Government to drastically curtail expen-
diture, both plan and non-plan, developmental and
Don-developmental and tc regulate the payments.
. 2€re is no prospect of any dramatic improvement

In the situation during the next few months. The

cState will have to tighten the belt for sometime to
ome, if only to reduce our excessive dependence
Oon the Centre.

N
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6. With these preliminary remarks, may I proceed
to elaborate on the revenue and expenditure of the
State ? Oil royalty is a major non-tax revenue of
the State, constituting 209 of the State’s own resour-
ces. Assam produces about 5 million tonnes of crude
oil annually, which accounts for half of the indigenous
on-shore production in India. Despite the fact that
Assam contributes substantially to the welfare of the
country, the reverue from oil royalty has remained in-
elastic’ by virtue of the constraints imposed on the
State by the Oilfields (Regulation & Development)
Act, 1948 and the Central Sales Tax Act, 1956. The
rate of oil royalty has been pegged at 20% of the
price of the crude oil at the well-head. “Price” has
not been defined in the Act, which has enabled the
Government of India to shift its stand now and then
to its convenience. For instance, recently the Govern-
ment of India took the stand that the price of
crude oil will exclude the oil development —C€sS
imposed by the Government of India, although
in 1981, the Government of India in their letter
to the Government of Gujarat clarified that price
included oil development cess. Secondly, the Act
provides that oil royalty may be revised not more
than once in three years. This has given a handle
to the Government of India to choose ifs owntiming
of revision, since the Act has not stipulated the period
of revision. It may be worth recalling the recom-
mendation of the Sarkaria Commission on Centre-
State relations in this regard to the effect that oil
royalty may be revised every two years.

7. Further, since crude oil has been categorised as
declared goods under the Central Sales Tax Act,
1956, the capacity of the State to raise revenues by
way of sales tax has been frozenat 4%. Whereas the
Government of India has been frequently and substan-
tially Likirg the excise duties, administered prices and
oil development cess, oil royalty has remained static
since 1984. The oil development cess was doubled by
the Government of India in one stroke from Rs. 300
to Rs. 600 per tcn in March 1987 and trebled to
Rs. 900 per ton last mcnth, while the royalty continues
to be Rs. 192 per ton. Whereas Assam derives Rs. 182
crores as sales tax and royalty from crvde oil and the
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finished products, the Government of India nets about
Rs.720 crores annually as oil development cess, exc1s;;
duty, corporation tax and dividend from the o1
companies located in Assam.

8. This august House may recollect that a unani-
mous resoluéon was adopted by it in Novell?bere le‘l)si:
urging the Government of India to en an;:1atter
royalty from Rs.192 to Rs.340 per ton. Itflsha A
of regret that the intensity of the feelings ol the 13 t%n
of Assam as reflected in the unanimous lesoglof
of this House as also the urgent financial nce sthe
the Statc have not been duly appreciated by he
Government of India. We have Pl'esi“t‘éi gﬂ-
case in this regard before the Ninth Finance Com

ssion and I am confident that the Commission will
render justice to us.

9. While on the one hand, the Governrr}epotn gg
India has been dragging its feet on the l‘etvl;salother
royalty, the Ninth Finance Commission, on

as over-assessed our receipts from oil I'Oyaltyeif‘:;
1989-90. The Commission has estimated our receip

“from royalty at Rs.144 crores as againtst the revenue

of Rs.96 crores atcurrent rates. We have been deprl\l'lig
of a deficit grant of Rs.48 crores during 1989-90 beC?his
of this over-estimation. We have bfc?ught nd
anomaly to notice of the Finance Comm¥SSIOX aam
1t is our earnest hope that a poor State like Ass .
Will not have to lose sizeable revenue of Rs.48 crore
On account of this unintended and unrealistic over-
estimation. Again, I wish to wurge the Finance
Commission through this House to reconsider their
Tecommendation,

10. This House enacted the Assam Rural Develop-
ment Cess Act, 1988 which came into force on Janu&
ary 1,1989. The Act seeks to levy a cess on lan
Producing minera] oils. We intended to raise Rs. 1.92
°rores annually from the cess from the _major
Producers, Ojf India Limited and the Oil and

2turel Gas Commission. We view with con-
cern  that these undertzkings, owned by the

overnment of India, have chosen to challenge
the validity of the legislation in the Supreme Court.
We hope the Government of India, which has been
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finding fault with the State Government on the
question of additional resource mobilisation, should
sel an example, through its undertakings, in com-
plying with tax legislations. The Oil India Limited and
Oil and Natvral Gas C ommissicn, which have taken
the plea in their writ petition that the rural cess
of about of Rs.400 per ton is expropriatory, have

gladly paid up the central cess, which has been hiked
by Rs. 300 per ton last month to a figure of Rs.900
per ton.

‘;:fls f‘:,ltea 11. This House passed the Assam Rural Plantation

Labour Welfare Bill, 1986 with the object of raising
addition

tional resources from the tea and the coal sector by
levying a cess on land producing tea and coal. The
legislation was anticipated to yield Rs. 20 crores
annually. The Bill was reserved by the Governor
for the assent of the President. More than two years
have elapsed but the assent of the President is yet
i come. 1 understand that similar legislation 1s 10l
force in  Bihar and West Bengal. It is difficult to
understand why the Government of India has been
delaying the assent. We have taken up the mattec{
with the Finance Commission. We have Ul'gi
the Finance Commission to compensate the S(tj?o?
for this loss. This House may like to urge the

verniment of India to convey the Presidential assent
urgently.

TTo— -

stock irans-

fer 12 Assem has been abundantly endowed with prect

ous resources, which are transported out alsa pll‘)lglzll‘i}’:
commodities. This deprives the State Of. t estmentS.
of value-addition, sales tax and fresh m‘é% manu-
Out of the 45 million sq. metre of pl){-W‘% d 40 mil-
factured in the State annually,an estim i Znsporte
lion sq. metie valued at Rs.120 crores lfi 1.ts value
out on stock transfer. Petroleum Ppro u’fher States
around Rs.200 crores are consigned {0 O valued at
annually. About 250 million kg. of tea on stock
about Rs.225 crores, moves out of Ass%{n oa long
transfer annually. Consignment taX zlwf t%:h about
way to remedy the imbalances and I¢€

Rs.40 crores annually.

Zmm

‘t"°',‘fig“m°“‘ 13. Although the Constitution was amended in
a

1983 to provide for the levy of consignment tax, the
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enablirg legislation has not been yet brought for
ward by the Government of India. The Union
Finance Minister convened a conference of Chief
Ministers last mcntt  in New Delhi to discuss
the modalities of the consignment tax. Itis a disturb-
ing trend that the Government of India has over-
ruled the viewpoints of several States including
Assam on the question of tl:e power of exemption. We
have been consistently demanding that the power
of exemption should be vested with the States only.
But, the Government of India has insisted on vest-
ing concurrent power with them. We apprehend
that tea, petroleum products and plywood might
be exempted by the Government of India on the
plea that these goods are of national importance.
It will be a tragedy, if this were to happen. Assam
being a consuming State should have logically oppo-
sed the levy of consignment tax. We supported the
proposal in the hope that the State will get additional
resources to the tune of Rs.40 crores annually. If
tea, petroleum products and plywood are exempted
from consignment tax, Assam will lose both ways
and more advanced States will benefit at the cost of
Assam. I have written to the Union Finance Mi-
nister conveying our apprehensions and misgivings.
I have also suggested that Assam should be included
in the sub-ccmmittee of Chicf Ministers to be cons-
ttuted for laying down guidelines for exemption.
€ earnestly hope that the Government of India will
not sacrifice the interest of a small State like Assam
for the benefit of affluent States.

14. The Sarkaria Commission on Centre-State re-
la’ugn% submitted its report to the Government of
India in 1988. The report was received by the State

overnment in March 1988 and we have furnished
our comments thereon after a high-power commi-
ttee under the chairmanship of the Minister,

AW examined its recommendations in depth.

15. The Sarkaria Commission has made a number
of Va]uﬂble recommendations on Centre-State finan
cial relations which aie relevant to the State. The

ommission has recommended that the corporation
tax should be brought into the divisible pool as also
the cesses levied by the Central Government. The
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Commission has also recommended extension of the
period of over-draft with Reserve Bank from 7 days
to 14 days. Although the State Governments have
furmsh.ed' their comments on the report of the Sarkaria
Compnssmn, the Central Government is yet to fina-
lise its views. It isin the national interest that the
Government of India acts quickly on the recommen-
dations of the Sarkaria Commission.

16. Tre Finance Commission plays a major role 1n
the Centre-State financial relations. The Ninth Finance
Commlssion was constituted in June, 1987 by a Pre-
sidential order. The Commission  submitted 1ts
first report in July, 1988 pertaining to the financial
year 1989-90 . The final report for the period 1990-

IS expected later this year. The Commission
headed by Shri N.K.P. Salve paid a three day visit
to the State last month and held discussions with the
Council of Ministers and senior officials. The
Commission also made field visits to study the da-
mages caused by the floods. 1 am happy to say that
the Commission has taken a sympathetic view of the
problems of Assam and 1 am confident that the

interests of Assam will be fully protected by the
Commission. .

!7- The terms of reference of the Ninth Finance (I:Oéli:
mission were finalised by the Government of I'lI‘he
without consultation with the State quernn‘!entfs' our
Sarkaria Commission has expressed itself 1n ivan

of consultation between the Union Govemme\;le are
the States in firalising the terms of reference. neavily
of the view that the terms of references are There-
loaded in favour of the Central Gove}-nmer{t- Assam
fore, some of the State Governmengsmo]udmg 1088
waited upon the Prime Minister in Janual‘};,e I am
seeking modificatior of the terms of refetrenGévern-
sorry to say that the views of the State

A ; the
ments have not been seriously examined by
Government of India.

t8. The normative approach adopted by tge go]r&r:lslh
ssion in assessing the tax revenue has ;TS ars
on the State. Against our estimate of Rs. c}:{ 36’}
the Commission has assessed our revenue at S-h

crores for 1989-90. The normative assessment has
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not taken into account the peculiar situation in
which Assam is placed in regard to resource mobi-
lisation. Assam is surrounded by tax havens of
Arunachal Pradesh and Mizoram and low tax areas
of Nagaland, Meghalaya, Manipur and Tripura.
The capacity of the State to raise tax revenue IS
limited under thesc circumstances by the
opportunity for fictitious transactions and diversion
of trade to the neighbouring States.

19. The Ninth Finance Commission has dispensed
with grants for net interest liability, which has landed
the State in serious difficulty. The Eighth Finance
Commission recommended that grant-in-aid will be
payable during 1989-90 in respect of fresh borrowing
and lendings contracted during 1988-89. .The esti-
mated net interest liability during 1989-90 is Rs.144
crores. The lump sum deficit grant of Rs.140 crores
awarded by the Ninth Commission does not even
cover this liability. Though the recommendations of
the Eighth Finance Commission, havc been accepted
by the Parliament, this particular one does not
appear to have been honoured.

20. The Presidential notification has enjoined the
Commission to adopt the population figures of 1971
Or the purpose of devolution. As the House is
aware, the population growth of Assam is far above
the national average largely due to immigration,
ile we are entrusted with the responsibility of
Supporting this large population with our meagre
TeSources, we have been penalised by a lower devolu-
ton of revenue on the basis of 1971 population
Mgures. There is a strong case for the Commission
o make an exception in the case of Assam. The
ommission, which is a constitutional body, should
N0t be rigidly bound down by the terms of reference.

21. The State was devastated by the fury of the
mighty Brahmaputra in an unprecedented manner

IS year. The State experienced five successive
waves of floods which caused untold miseries to the
people. Extensive damage was inflicted on the stand-
Ing crops and public and privatc properties.
The State Government sought Rs.789  crores
from the Government of India for relief,
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restoration, and iehabilitation but the Government
of India fixed the ceiling at Rs.85 crores only which
includes o contribution of Rs.23 crores from the
State exchequer. Assam, which is already reeling
under a severe financial crisis, will be hard-pressed
to find this money. In this context, 1 would like
to inform this House that although Assam had a
more deserving case, much larger assistance was
announced for Punjab. This element of subjectivity
In the assessment of flood damages needs to be

checked. We have apprised the Finance Commi-
ssion of this unhealthy development.

22. The State had to incur an expenditure of Rs.42
crores during the last 3 years for flood relief and
rehabiliation out of its own resources. It is beyond the
resources and jurisdiction of the State to tame the
International river. We have been repeatedly urging
the Government of India to treat the control of the
Brahmaputra floods as a national problem and t0 as-
sume full responsibility, for cortroling it The flood
protection schemes are financed by the Government of
India on a cent percent loan basis. The loan outsand-
ing on this account is Rs.165 crores. We have pleaded
with the Finance Commission to write off the entlr
loan. Further, we have submitted before the Fin-
ance  Commission that the Brahmaputra floods
should be treated as a special problem of AssamCi
It may be worth recalling that while restoration afl
protection of tl ¢ Dal Lake in Jammu and Kashmir has
been recognised by the Finance Commission as 2
special problem, the life and death problem of the
Brahmaputra floods has been passed over. Even an
affluent State such as Maharashtra has been allocated
Rs. 50 crores for the improvement of the slums
of Bombay. Considering the fact that Assam 18
getting increasingly flood prone due to heavy silting
and echological imbalance, we have pressed before
the Finance Commission for enhancement of the
margin  money for ratural calaimties 1O Rs.60
crores from the present limit of Rs.7.25 crores.

22. An area of grave concern for the Government
is the mounting debt burden. The debt liability
of the State at the end of the current year is estimated
to be Rs. 3051 crores. Of tiis, the loans and
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advances from Government of India total to Rs.2751
crores, constituting nearly 909/. Seventy ore percent
of the Central loans is on account of block loan
for financing the Annual Plans. The figure stands
at Rs.1953 crores. The cebt liability is estimated
to swell to Rs. 3474 crores by the end of 1989-90.
The block loan for Annual Plan is estimated to
reach Rs. 22925 crores by the end of 1989-90. It, thus,
transpires that the percapita indebtedness of the
State (1981 yorul.tion) will rise from Rs. 1335 in
the current year to Rs. 1746 next year.

24. During the current year we incurred an expendi-
ture of Rs.391 crores by way of debt servicing, of
which Rs.173 crores was towards repayment of
principal and Rs.218 ciores was for interest payment.
The servicing of debt to the Governement of India
alone accounted for Rs.346 crores, which works out
to 889, of the total. The debt servicing will goup
by Rs.76 crores during the next year taking the
figure to Rs.467 crores, of which Rs.265 crores is
towards interest charges. The debt servicing towards
Government of India is estimateC to shoot up toa
figure "of Rs.412 crores. Against receipt of

S. 398 crores as loan and Rs.225 crores as
grant from thec Goverment of Irdia for the
Annual Plan of 1989-90, we shall be repaying Rs.412
‘ﬁqres by way of principal and interest during 1989-90.

1S evident that the State is heading for a debt-trap.

onsicering that the investments in infrastructural
d,eVCIOpment under Plan schemes do not give imme-
late return, we have impressed upon the Finance

Ommission the need for effective debt relief.

brf)& The alarming debt position of the State has been
e l;ﬁht about by the pattern of Central assistance
Stat e An_nua] Plan. Whereas all the north-eastern
€s Téceive Plan assistance by way of 909 grant,
lssam Is eligible for 309, grants, excepting the Hill
ean which is financed ‘on 909/ grant basis. The
onav)lf1 loan component has been a crushing burden
the ﬁnanges. of the State. The States, which
gere once districts of composite Assam, receive
efltlal ald on far more favourable terms than the
parent State. Although Assam has been classified
as a special category State for the purpose of Plan
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assistance, it seems that other States have been treated
as more special than Assam. The per-capita outlay
for the Seventh Plan of Assam is Rs.1372, whereas
the corresponding figure for the north-tastern States
varies fiom Rs.3044 in the case of Tripura to Rs.8937
in the case of Sikkim. We have submitted a memoran-
dum to the Planning Commission pleading fo: plac-
ing Assam at par with other noith-eastein States
for the purpose of Central assistance. We hope
that the Planning Commission will consider our
request sympathetically. It is pertinent to point
out that the plains districts of Assam are inhabited
by plains tribes, scheduled castes and other back-
ward communities, who are in no way more ac.vanc-
ed than their brethren in the neighbouring hill States.

26- 1 would like to bring to the notice of this House
the liability inherited from the previous Government
to the tune of Rs.93 crores. The Assam Co-opera-
tive Marketing and Consumer Federation incurre
liability of Rs. 67 crores on account of food subsidy
and other operations c(urirg 1980-85. The
Reserve Bank of India suspended the food credit 1n
1986, because of heavy overdues. We have hel
several rounds of discussions with the Reserve Bank.
The food credit was resumed in January,
1989 on the understanding that the earlier dues
would be liquidated in equal monthly instalments
beginning from January, 1989. Further, a sum O
Rs. 26 crores is outstanding to Government of India
and other State Governments on account of dep-
loyment of the Central and other State police forces
during 1979-85. We have not been able to clear
these dues because of resource constraints.

27. Let us have 2 look at the perfuymance «f the
State ccc nc my. The unprecedented floods had a disas-
terous (ffect on the economy as_a whole, particularly,
the agricultural sector. Although the State was able
to organise effective measures for boostng the produc-
tict of autumn paddy, the production of winter
paddy suffered a set-back. The production of
autumn paddy during 1988-89 1S estimated
to be 4.25 lakh tonnes against 4.14 lakh tonnes of
the previous year. The production of winter paddy
declined to 19 lakh tonnes from the previous year’s
production of 22 lakh tonnes.
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28- According to quick estimates the Net State
Domestic Product (NSDP) (base 1980-81) rose from
Rs.5475.5 crores in 1986-87 (pi1ovisional) to Rs. 5977.8
crores in 1987-88 (quick estimates), recording
a growth of 9.29, at current prices. At constant

prices (1980-81), the NSDP 1ose from Rs.3335.9

crores in 1986-87 (provisional) to Rs.3508.1 crores
in 1987-88 (quick estimates), recording a grcwth
of 5.29%. During the same period, the per-capita
NSDP at current prices registered an increase of
6.7% from Rs.2420 in 1986-87 (provisional) to
Rs. 2583 in 1987-88 (quick estimates). At constant
prices (1980-81) the per-capita NSDProse to Rs.1519
in 1987-88 (quick estimates) from Rs.1474 in 1986-87
(provisional) displaying a growth of 2.87%.

29. The ever-rising cost of living has imposed a
severe strain on the State finances in the form of
dearness allowance for the Government employees.
Eleven doses of der.rness zllowsncc were released this
year with an estimated outflow of Rs. 68 crores. As 2
restlt the expenditure on salaries this year IS esti-
mated to skoot up to Rs. 675 crores :

30. 1989-90 is the terminal year of the Seventh Plan.
he outlay for the Stetc’s Seventh Plan, which was
approved at Rs2100 crores by the National Development
ouncil, has been, now, enhanced to Rs.2730 crores.
The Annual Plan for 1989-90 has been fixed at Rs.633
Crores compared to the outlay of Rs.610 crores in the
current year. The Plan for 1989-90 will be fully fundcd
1 the Government of India. This comprises an out-
2y of Rs.44.23 crores for the Hill Areas, Rs.64.35
%ﬁores for the Tribal Sub-Plan and Rs.33 crores for
a oe Scheduled Castes Component Plan. The addi-
cronal outlay for the Additive Hill Plan is Rs.34.64
theres as against the outlay of Rs.32.19 crores of
schererrent - year. The North-Eastern Council
Theemes will ‘have an outlay of Rs.15.04 crores:
e outlay for central s:ctor and centrally sponsored

mes has been fixed at Rs. 238 crores.

31. Within th al services wi
‘ v e State, Plan social services with an
glpgtlll?slt of Rs.l§5.33 crores have been assigned the
Secto ‘all_ocatlon of 24.46 per cent. The Energy

I receives the next priority, with an allocation
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of Rs.148.77 crores. constituting 23.42 percent. The
Agriculture sector has been allocated Rs.96.67 crores,
Irrigation Rs.67 croves. Industries Rs.50.20 crores

and Transport Rs.48.87 croies. Rural Development
has an outlay of Rs.24.77 crores.

32. The performance of the public enterprises of
the State Government has been a cause of concern.
Not only are their working results unsatisfactory but
even the accounts aie in heavy ariears. The accou-
nts of 34 out of 44 enterprises are available for a
period upto 1986-87 only. The investments of the
Government in the 44 public enterprises rose from
Rs.483 croies in 1980-81 to Rs.1146 crores by 1987-88.
The Government in return incurred a loss of Rs.730
crores from these undertakings of which the interest
receivable fiom Electricity Board alone amounted to
Rs.408 crores. The Electricity Board, the Read Trans-
port Corporation and the Tea Corporation acco-
unted for the major losses. The work force in the

public enterprises rose from 48,168 in 1980-81 to
33,360 in 1986-87.

33. The working results of the Electricity Board
show a net gap of Rs.91 crores for 1989-90, exclud-
Ing the interest liability of Rs.117 crores to the State
Government and exciuding depreciation of Rs.29
crores. The Plan of the Electricity Board for 1989-
90 has been fixed at Rs.148 crores which will be
funded through State Government loan of Rsl.l59
crores, market borrowing of Rs.62 crores and ot :,r
institutional borrowing of Rs.27 crores. The Stfh:
Government have invested Rs.747 crores.in The
Electricity Board by way of loan upto 1987'§8'R 195
accumulated loss of the Board upto _1986-87 1s SS.tate
crores, exclusive of the interest liability to thet icity
Government of Rs.408 crores. The Eleccll?orés
Board has claimed a subsidy of Rs. 324 ification
upto 1989-90 for losses on Rural Elecu‘lresente

Programmes. The State Government have %ommis'
the case f.r this subsidy before the Fmanced need to

sion. The high operating costs of the Boa;llj h are one
be examined in depth. The tariff rates, Wl 1C do not
of the highest in the country, Proba‘bty |
leave any scope for further enhancement.
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34. I would like to bring to the notice of the
Hon’ble members another very disturbing sugges-

that the dues of the Electricity Board to Central Go-
vernment Undertakings should be adjusted against
Plan assistance. This subject was discussed in the
conference of Chief Ministers held last month. We
have impressed upon the  Government of
India that Governments should not get involved

in this inter-corporate war. While we are
for sorting out the

d to short cut solutian'
puted by the .Electricity
t the Government
sion in this

problems, we a¥e OppcCes
Some of the claims are dis
Board. It is our earnest hope tha _
of India will not unilaterally take a ceci

“regard. The Central Plan assistance is determined
by the Planning Commission and approved by thﬁ
as suc

Rozad Tran;- '
pott cotpo-
ration

ah o

Tea Cor
Xation “. -

orpo-

..Pﬁ}_y commi-
‘ssion

National Development Council and :
it would not be proper to i.djust the Plan assis-
tance against some other dues.

35. The performance of the Road Transport Cor-
poration has also been unsatisfactory. The
State Government have invested Rs.52 crores as
share capital upto 1988-89. The Corporation has
incurred a loss of Rs.40 crores upto 1986-87. The
working results of the Corporation for 1989-90 reveal
a gap of Rs.9.5 crores. The Annual Plan for 1989-90

as been fixed at about Rs.9  crores which will be
fully funded by the Government as share-capital.

36 .The State Government have invested Rs.13
f’°res» upto 1985-86 in Assam Tea Corporation. But,
ofe Corporation managed to accumulate 2 loss
em Rs.25 crores upto 1986-87. ‘The Corporation
‘theplé)ys 15,917 persons. The continued sickness of

ove Orporation has been a serious problem to the
of rel'!lment, The Government have taken steps
in 00\1,11ve the. Corporation through fresh investments
instit 3borat'°n with NABARD and otl.cr financial

ulIOns to the tune of Rs. 12 crores.

37.} The wel h
b . elfare of Government employees Nas
C€N a major concern of the State Government.The, Pay

Commission began functioning in May 1988 and
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it isexpected to submit thereport during 1989-90. We
have made a provision of Rs. 180 crores for 1989-90
on account of revision of pay scales. We will be
unable to shoulder the extra burden unless the
Finance Commission comes to our rescue. We
have already lost considerably on this score because
the Commission has not made any provision during
1989-90 for revision of pay scales. It is our earnest
hope l_hat adequate provision will be made by the
Commission for the period 1990-95. It may be
mentioned that the neighbouring States of Arunachal
Pradesh, Manipur, Tripura, Mizoram and Megha-
laya have revised their pay scales, Further, the State
Government has decided to implement the pay scales
of University Grants Commission for teachers with
eflect from January, 1986. The arrears on this account
will be paid during 1989-90. We have provided Rs. 16
crores in the budget for payment of these arrears. The
University Grants Commission is committed ~to
reimburse 80°, of the expenditure up to 1989-90
only, thereafter the entire burden will fall on
the State Government. ;

38. The maintenance of provident fund accounts
of State Government employees by the Accountant
General has not been satisfactory : - The Accountant
General has not furnished the statements of account
for 1986-87 and 1987-88 to the Government emplo-
yees. The Accountant General has shown negative
balance in the provident fund - accounts ©
1985-86 and 1986-87, which means that there W?“?
more withdrawals during the year than depos_ltSU
This is an improbable sitvation.: The Plat;nn;c
Commission has refused to accept the figures of Ih¢
Accountant General for provident fund balance c’.um?g
the resource discussions. This —matter reeds .« tke
urgent aitention of the Accountznt ~General.

39. Yet another area of concern to State Govern-
ment is  the divergence in  the accounts
as  furnished by the Accountant General and
the Reserve Bank. The Accountant General has
reported a closing balance of (—) Rs. 114 crores for
1987-88, whereas the Reserve Bank has furmsheg:la
figure of (—) Rs.128 crores. The divergence during
the year 1986-87 was even more glaring. The
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Reserve Bank reported a  closing balance rZI
(—) Rs.80 crores, whereas the Acccuntant Gene
reported (—) Rs.166 crores. For 1985-86, Resel‘es
Bank reported a closing balance of (—) Rs. 11 cror re:
whereas the Accountant General reported a figh
of (—) Rs.39 crores. The persistent discrepfiit
in the figures of closing balance as furnished bY ve
Reserve Bank and the Accountant Genera h?n_
caused serious embarrasment to the State GoVﬁfl_e
ment. The Government of India accepts_ the ﬁguce
of Reserve Bank only for the purpose of resour 1
calculations. We hope that the Reserve Bank an
the Accountant General will take action to reco
thcse chronic differences in the figures.

ncile

40. The Central Budget presented last month has
caused further erosion in the resources of the States
as a whole. The surcharge on income-tax, whic
remains outside the divisible pool, has been cOM-
tinued in one form or the other, much agains

- recommendation of the Sarkaria Commission an

tax revenues

inance Commissions. The administered prices
of stee] and coal have been raised this year. The
procceds from this enhancement are not shared with
the States. The Government of India has taken 0~
course to raising resources through admini-
Stered prices rather than excise duties. Further,
the oil development cess on crude oil has been
%nhanced from Rs.600 to Rs.900 per tonne since
ebruary. The additional yield of roughly Rs.300
crores will again be outside the divisible pool.,
may be worth noting that the Sarkaria Commission
cas expressed itself against the Centre raising re-
fovrces through cesses and administered prices.

. 4.1- The tax revenues continue to show an m-
{)(;‘es§1ve growth. The tax revenues are estimate
Rs 5118" from Rs.266 crores in the current year to
e S5 crores next year. Salestax is the mainstay
OF our tax revenues.” Sales-tax collections have been
%ncouragmg. The collections have grown from

s.148 crores in 1986-87 to Rs.169 crores in 1987-88
to Rs.183 crores in the current year and are estimated
to reach Rs.227 crores during 1989-90. However,
agricultural income tax has shown a declining trend
from 1986-87. The revenue, which stood at Rs.62




17

crores in 1986-87, declined to Rs.25.88 crores in
1987-88 and it is estimated to be at the level of Rs.30
crores during the current year and next year. The
phenomenal rise in tea prices during 1982-84 in the
auctions at Guwahati and Calcutta contributed to
the windfall revenues in 1986-87. The tea prices
have subsequently fallen. The growth of revenues
from sales tax has been affected by the severe floods
during the current year and last year and the con-
cessions granted under the industrial policy of 1986.

.42, Small savings collections (net) have displayed a

significant growth in the recent years. The collec-
tions which stood at Rs.65 crores in 1986-87 rose
to Rs. 73 crores in 1987-88 and have touched afigure
of Rs.106 crores upto January this year. As the Lhonou-
rable members are aware, 759 of the collections
are advanced to the State Government as loan by the
Central Government. 1 take this opportunity to
congratulate the Regional Director, National Savings
Organisation of Government of India and the Director
of Smal! Savings for their impressive performance
In mobilising small savings.

43. The non-plan expenditure rose from Rs.1154
crores in 1987 to Rs.1251 crores in the current year
(revised) and is estimated to swell to Rs.1521 crorei
during 1989-90. The steep increase is On accmzlv%
of debt servicing (Rs.83 crores) and salaries (R§-9 90
crores). 50.2%; of non-plan expenditure during ]976;1 5
will be on account of salaries and pension (Rs./05.
crores) and 30.86 9%, on account of debt Serwcinr%
(Rs.469.6 crores). “Thus, 819 of the NOWEAL
budget is consumed by salarics, pensions zn e 1S
servicing. Sectorwise, ~the highest €xp endltu}l;olice
on Education (Rs.274.6_crores) followed by £hics
(Rs.133 crores), Public Works Department {5
crores) and Health (Rs.54.6 crores).

44. The overall expenditure (net) both p_l/aélgar;d
non-plan rose from Rs.1794 crores in 1987- g
Rs.1943 crores in the current year (revised) an
is estimated to touch Rs.2347 crores during 1989-90.

The Plan expenditure forms 36%; of the total expen-
diture.
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45.- The overall receipts in the consolidated fund
rose from Rs.1703 crores in 1987-88 to  Rs.1887
crores in the current year (revised) and will reach
Rs.2116 crores during next year. Our own resources
contributed 249/ to the receipts in 1987-88 and the
figure has declined to 229 during this year and next
year. Oil royalty contributes 207; and State taxes
contribute 679 to our own revenues.

46. The transactions during 1989-90 show a huge
deficit of Rs.215 crores. A big churk of this deficit
will be on account of the provision of Rs.180crores
earmarked for revision of pay scales. Taking the
opening deficit of Rs.158 crores (Rs.172 crores
according to the Reserve Bank), the year will close
with a deficit of Rs.373 crores (Rs.387crores accord-
ing to the Reserve Bank). The deficit would widen
further by another Rs.100 crores, if we were to
provide for the non-plan gap of Electricity Board
and Road Transport Corporation. The abstract
of transactions is at Annexure I. We are concerned
at this sharp deterioration in our finances. _The
Government  is committed to mobilise additional
resources to the extent that the Statecan bear.

47. 1 now turn to proposals of resource mobili-
sation. The cciling for profession tax IS fixed by
Article 276 of the Constitution. The ceiling of

5.250 per annum was enhanced to Rs.2500 per
annum by the sixtieth amendment of the Consti-
tution, which came into force in December 1988.

]mo§t all the - States have utilised this opportunity to
2p thissource for additional resources, which have re-
ﬁlamed Stagnant since 1979. The exemption limit of
ris-s,OOO is being raised to Rs.10,000 keeping in view the
: ose N cost of living. Further, we have taken care
o retain  the tax at Rs. 50 per annum for
R:V -Il)a]d employees with annual income upto
ran 2,000. Persons who have annual income in the
morge of Rs.12,000-15,000, will have to pay Rs.100
erse‘ With a’ gradual step up in the tax rate,
persons with annual income of Rs.1,20,000 and
Th ve will pay the highest tax of Rs. 2,500 per annum.
i © schedule of profession tax is at Annexure IL
n allthe slabs the tax rateis about 2% of the income.
The new tax rates will be applicable to the income
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earned during 1988-89 onwards. Profession tax
qualifies for income tax deduction. We anticipate

an additional revenue of Rs.7 crores in a full year
from profession tax.

passenger 48. Assam Passengers and Goods Taxation Act,
and goods 1962 provides for levy of passenger and goods tax

x on advalorem basis. Section 4 of the Act autho-
rises the Government to accept lump sum payment
in lieu of advalorem tax. Lump sum rates were
last revised in the year 1977. Although fares
and freights were subsequently raised, the lump sum
rates have remained static. 1 propose to enhance
these rates. The appearance of new types of _vehl-
cles, such as, mini bus, mini-truck, maxi-taxi and
All - India Tourist Omnibus has also necessitated
revision. of the lump sum rates, The enhancement
1s 1094 in respect of mini-trucks, city buses and taxis
with inter-State permit. The enhancement is 20 %
in respect of taxis with inter-district permit. The
enhancement is 309 in respect of bigger trucks and
307, for contract carriage buses. We anticipate an
additional revenue of Rs. 1 crore in a full year, The
changes will come into force with effect from the first
of April. 1 am happy to announce that the admlmsé
tration cf passenger and goods tax will be transferre
to the Transport department from Finance depart-
ment in the comirg year.

Juxury tax . 49. The hotel industry is now fully eStath];?S
m Assam. Several big hotels have come.upl re:;ciass
tly to cater to the needs of the upper'mldde cco-
and the upper classess . I propose to tax lu_x‘}fyal re-
mmodation in the hotels to fetch an addltlﬁ]ma rent
! venue of Rs. 40 lakhs in a full year. Dal yluxury
per head of Rs. 100—Rs. 200 will attracFll ahave to
tax of 10%, rent of Rs. 200—Rs. 300 will Bave
bear tax of 159 and rent exceeding .h{s. me into
be liable for 209/ tax. These rates Wil €O
force from the first of April.

aviation fuel 50. The sale of aviation turbine fuel lshcalgcl:gtilg
taxed at 159/ ad valorem. The rate was t?nt i the
April 1987 from 109 to 15%. Thf rate of tax onthe
neighbouring West Bengal is 25 Vo We prop The
enhance the sales tax to 25% from tomorrow.

additional revenue will be Rs. 80 lakhs in a full
year.
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P::?le:m ~ 51. Since 1982 there has been no enhanceme}

products in the sales tax on petroleum products. The salds

tax on lubricants, pertroleum gas and other deri-

vatives are being raised by 19, whereas sales tax ¥

on petrol will be raised by 29%;. Kerosene and

diesel have been spared, keeping in mind the inter-

rest of the common man. These new rates will

come into force from tomorrow. The additional

anticipated revenue is Rs,. 3.5 crores in full year.

Finance tax 52. Presently, a large number of goods are taxed

at 7% advalorem under the Assam Finance (Sales

Tax) Act, 1956 since 1969. These include motor i

vehicles, computers, tiactors, tri-cycles, tiles, tooth- ¢

paste, tooth brush, cultery, crockery, vegetable

oils, matches, footwears, leather goods,

plywood, paper products, soaps etc. I propose

to enhance the rate marginally by 1%. We

anticipate an additional revenue of Rs. 3 crores In

a full year. The sale of cement is taxed at IO%and

hosiery goods at 6% under the Assam Finance

(Sales Tax) Act, 1956. I propose to enhance these

rates by 29/. This measure is estimated to yeild

additional revenue of Rs. 40 lakhs in a full year.

sales tax 53. A large number of goods are taxed at 6% as

unclassified goods under the Assam Sales Tax 1947.

Ha_l‘dware, spices, readymade garments, various galla

articles, stationery ctc fallin this category. Therate

of 6% was fixed in 1967. 1 propose to raise this

tax by 19/ to net an additional revenue of Rs.801akhs

In a full year with effect from tomorrow.

tea a“ction . . .

54. The sale of tea in Guwahati auction 1s pre-

Seéntly taxed at 1% ad valorem. The Guwahati

auction has stabilised itself in recent years and is

;‘; a position to bear sales tax at 2. It may be

lg%alled that 19/ sales tax was introduced in April

cror The anticipated additional revenue 1S Rs.2.5

Ores in a full year. As a gesture to the tea auction,

lI:l’Opose to exempt the tea sold in auction for the

Purpose of resale within Assam from sales tax. The |

enhancement ' i it
e m
tomorrow. and exemption will take effect fro

butter
Sa]55. Presently, butter sold in packet is exempt from
. ?S tax, although butter sold in sealed container
Is taxed at 79 | propose to do away with
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this artificial distinction and tax butter sold in
packet at 89, at first point with effect from tomo-

rrow. This measure will fetch an additional revenue
of Rs. 10 lakhs in a full year.

~56. Supari is despatched on fairly large scale
from the State without contributing to the State
exchequer. 1 propose to tax supari at first point

at 890 with cffect from tomorrow to extract a re-

venue of Rs. 4 lakhs in a full year

S7. 1t is the duty of the affluent, who can afford
Sumptuous food, to share their prosperity with
fellow countrymen. 1 propose to levy an ad-
valorem sales tax of 7%,  with effect from
tomorrow on expensive food items of meat, fish,
cereals and pulses served in hotels and restaurants.
The levy will be applicable to such preparations,
if the price of a single item exceeds Rs. 10. This is

anticipated to generate an additional revenue of
Rs. 30 lakhs in a (ull year.

8. 1 propose to levy a non-passable ‘turnover
tax’ with effect from first April on dealers whose
annual turn over exceeds Rs.10 lakhs. Dealers with
annual turnover ranging from Rs. 10 lakhs to
Rs. 25 lakhs will pay 4 % turnover tax, dealers
with annual turnover ranging from Rs. 25 lakhs to
Rs. 50 lakhs will pay 1% tax and those with annual
turnover exceeding Rs. 50 lakhs will pay 13 7o talxd
This proposal will yield a sizeable revenue of Rs.
crores in a full year. The turnover tax, howeve&',
would not be payable in respect of declared goods
and other exempted items.

59. The 46th Amendment of the Constitution,
which came into force in 1983, provides for }axm%
the delivery of goods for use and also transter ;)
goods involved in execution of works contracts.
We propose to make use of this power for raising
additional  resources  with effect from first of
April. Lease of video cassettes, audio casseties,
television sets, video cassette recorders, video
cassette  players, video games equipments,
internal communication equipments and closed
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circuits T. V. equipments will be taxed at the ratgc?;‘
20% of the hire charges. This measure Wwill yield
a revenue of Rs. 20 lakhs in a full year.

60. Works contracts relating to fabrication, fix-
ing of overhead tanks, lifts, rolling shutters, grills,
collapsible and other gates, doors, windows, frames,
tiles, slabs, stone sheets, flooring, roofing, sanitary
and water fittings, drainage and sewerage will be
taxed at 49, of the consideration of such contracts,
with effect from first April. Deduction on account
of labour charges at specified rates will be a}lpwed.
Additional revenue of Rs. 30 lakhs 1s anticipated
to accrue from this measure in a {ull year.

61. The Constitution empowers the State Govern-
ment to levy a tax on the entry of goods 1nto a local
area for consumption, use Or sale. We propose
to take recourse to this power for raising additional
resources to the tune of Rs. 7 crores In a full year.
The Assam Entry Tax Bill, 1989, 1s being intro-
duced for this purpose. We propose to levy entry tax on
sugar, textiles, tobacco and tobacco products. Suger
will be taxed at 2 9, textiles at 37, and tobacco products
at 4%. Additional excise duties are levied by the
Government of India on these commodities In lieu
of sales tax. The assent of the President of India
will be necessary under Article 304 of the Constitu-
tion for this levy. Entry tax is levied in several
Maharashtia, Andhra
Pradesh, Madhya Pradesh and West Bengal. There-
fore, it should not be difficult  for the
Government of India to communicate their approve}l
to the Bill. OQur experience in obtaining President’s
assent has not been very happy in the past and I
hope this Bill will be assented to promptly
S0 that the State is not deprived of additional
resources,

.62. T now, propose to deal with stamp duties
le:tl?ble under gheplndian Stamp Act, 1899. These
melﬁstﬁvere last revised in 1984. 1 propose to aug-
in af € revenues by 259 to the tune of Rs. 1 crore
Ass ull year. A Bill is being introduced in the

embly for this purpose.
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for vehie 63 Tax payable in respect of different kinds of
motor vehicles under the Assam Motor Vehicles
Taxation Act, 1936 was last revised in 1966. The
€ost of administration has increased several fold n
the recent years. Further, several new types of vehi-
cles have appeared in the market. The motor vehi-
€€ ownersowe it to the State to contribute more to
the exchequer. | propose to enhance the motor
vehicle taxes with effect from first April. Tl(}e
enhancement will be in the range of 14% to 70%
depending on the type of vehicle. A Bill will be
Introduced in this Séssion for this purpose.
L;;?‘“"‘“m“ 19564. Regi.strat3011 fee has remained statlcluglﬁgz
. uring these three decades, land value .
shot up ten fold. The services of the Reglstl‘atlortl'
department have been expanded for the benefit of
¢ rural population . The increase in cost 1?
administration has necessitated enhancement of the
Tceistration fees. The revision of registration fee is

gnticipated to yield an additional revenue of Rs.50
lakhs in a fyi year.

forest revenue 65. At

present, the Forest department operartgf
a dual rate system for supply of minor forest pen
uces, such ag sand, stones etc. As against the (S)glte
tenders applicable to private purchases, the sector
and Central Government depa"tments/pumlct The
undertakings are given concessional treatmenrbduces
dual pricing has resulted in leakage of these pleakage’
to the open market. In order to block thlst atment
T propose to withdraw the concessional clieunder‘
and bring the Government departments a'} revenue
takings at par with others. An add O from this
of Rs. 5 crores is anticipated to accrué
rationalisation.

s the
66. T have outlined in the above pageglgggggn of
efforts of the State Government in the 1 estimate
additional resource mobilisation. The t(i{a 43.84 crores.
yield of these efforts in a full year is Rs.  further
e economy will be hard pressed to bear a Zﬂ‘orts of
load. 1 earnestly hope that t.he sincere tched by
the State Government will be d ma ap of
adequate Central assistance. The budgetary gap
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Rs. 373 crores (Rs. 387 crores according to Reserve
Bank) is too large to be bridged by our own
efforts. Particularly, the liability of about Rs. 180
crores on account of pay revision cannot be shoul-
dered by the State Government unless the Finance
Commission takes a liberal view of our liabi-
lities. T also reiterate my earlier 1equest to the Prime
Minister for moratorium on repayment of central
loans and interest and ar overdraft loan of
Rs. 150 crores. = Last but not the least, the
long overdue enhancement of oil royalty should
give us the much needed  relief  during
the coming year. I end by repeating my
assertion before the Ninth Finance Commission
that although Assam is rich in precious natural
resources, it is starved of financial resources. The
key for rectifying this imbalance is with the Govern-
ment of India.

With these words, Sir, 1 commend the budget

estimates for 1989-90 and the vote on account for
three months for the consideration of the House.

Thank you.




Annexure—I

Abstract of trarsactions
(Rupees in crores)

Actuals Budget Revised Budget
1987-88 Estima- Estima-Estima-

‘ tes tes tes
. 1988-89 1988-89 1989-90
A. RECEIPTS
1. Consolidated Fund
Revenue Account 1241 1344 1336 1501
Capital Account 691 1106 1136 1166
Total 1932 2450 2472 2667
IL. Contingency Fund
Account 2 .. 2 2
I11. Public Account 1584 817 815 899

| TOTAL (I4114-111) 3518 3267 3289 3568
B. EXPENDITURE

I. Consolidated Fund

Revenue Account 1326 1402 1411 1779
Capital Account 698 1123 1118 1119
. Tc tal 2024 2525 2529 2898

II. Contingency Fund
Account 2 .. 2 .-
II1. Public Account 1456 786 802 885

TOTAL (I4TI+I1II) 3482 3311 3333 3783
C. TRANSAGTIONS
" DURING THE YEAR

Surplus (4-)/Deficit (—) (—)44 (44 (5215
Accountant General (+)36
Reserve Bank (—)48

D. OPENING BALANCE
Surplus(4)/ Deficit(—)
Accountant General (150 (—)199 ()14 (_-)1%
Reserve Bank (D80 (—)113 (—)128 (-1

E. CLOSING BALANCE

Surplus(+-)/Deficit(—)

Acccuntant General (114 (243 (—)158 (—)373
Reserve Bank (—)128 (157 (—)172 (—)387




ANNEXURE—II

Schedule of profession tax

annual income annual tax
Upto—Rs. 10,000 Nil
Rs. 10,000—Rs. 12,000 Rs. 50
Rs. 12,000— Rs. 15000 Rs. 200
Rs. 15,000—Rs. 20,000 Rs. 350
Rs. 20,000 —Rs. 25,000 Rs. 500
Rs- 25,000—Rs. 35,000 Rs. 650
Rs. 35,000—Rs. 45,000 Rs. 800
Rs. 45,000—Rs. 55,000 Rs. 950
Rs. 55,000—Rs- 65.000 Rs.1900
Rs. 65,000—Rs. 75,000 Rs. 1250
Rs. 75,000—Rs. 85,000 Rs. 1400
Rs- 85,000—Rs.1,00,000 Rs. 1700
Rs.1,00,000—Rs1,20,000 Rs. 2000

above—Rs. 1,20,000 “Rs+ 2500







