Backlog


3.1
In a large country like India, disparities in the levels of development not only among States but also among regions and districts within States are bound to exist.  These disparities may be attributed to historical factors, differences in resource endowments, environment, governance, terms of trade and competitiveness, quality and scale of public investment, and a host of other factors.  However, in India public intervention for removal of regional disparities has been generally recognized as one of the important tools of public policy.  

3.2
Maharashtra, with an area of about 3.08 lakh Sq. kms. and a population of 9.67 crore as per the 2001 census, is the second largest State in terms of population and the third largest in terms of area. The State has three distinct regions, viz.  Vidarbha, Marathwada and the rest of Maharashtra.  The Vidarbha region comprises the revenue divisions of Nagpur and Amravati, the Marathwada region comprises the revenue division of Aurangabad and the Rest of Maharashtra region comprises the revenue divisions of Nasik, Pune and Konkan including greater Mumbai.  There is also a demand for treating Konkan as a separate region.
3.3
Of the three regions, Vidarbha region which was part of the erstwhile Central Provinces had from time to time raised the demand for a separate State. The origin of the movement for Maha Vidarbha can be traced back to 1905.  The Akola Pact of 1947 entered into by the Congress Party leaders agreed to establish a single province of United Maharashtra with sub-provinces for the Marathi speaking areas, Central Provinces and Berar, by name ‘Maha Vidarbha and for west Maharashtra with separate legislatures and cabinets for the sub-provinces, but with a common Governor. The States Reorganization Commission had, in fact, recommended the formation of a separate Vidarbha which was not accepted by the Government.  Before the Commission submitted the report in 1955, eminent social and political workers of Maharashtra had entered into an agreement which is known as the Nagpur Agreement (1953). The salient features of the Nagpur agreement are as follows:

· For the purpose of all types of development and administration, the three units, namely Vidarbha, Marathwada and the rest of Maharashtra will be retained as such.

· Subject to the requirements of a single Government, the allocation of funds for expending over the different units will be proportion to their population but, in view of the undeveloped conditions of Marathwada, special attention will be given to promote all-sided development of the area. A report in this behalf will be placed before the State Assembly every year.

· The three units will be given representation in proportion to population in (a) the composition of the Government, (b) the admission to all educational institutions having training facilities in vocational and scientific, professions or other specialized training, and (c) the services, of all grades, (under Government or Government-controlled enterprises.

· The High Court of the new State will have its principal seat at Bombay and a second seat at Nagpur.  The Bench of Nagpur will ordinarily function for Vidarbha area. While making recommendations of the High Court Judges it shall be seen that Vidarbha and Marathwada areas get adequate representation in respect of appointments from the services and the bar. 

· Subject to the efficient conduct of administration of a single State, the advantages derived by the people of Vidarbha from Nagpur as the capital of their State shall be preserved to the extent possible. The Government shall officially shift to Nagpur for a definite period and at lest one session of the State Legislature shall be held every year in Nagpur.

· The administration will be decentralized as an effective means of better associating the people of different units with the administration.

3.4
As the leaders from Vidarbha felt that the provisions of the Nagpur Agreement needed to be given constitutional recognition, Article 371(2) was included by the Constitution (Ninth Amendment Act, 1956.  Article 371 (2) new reads as follows: 

3.5
Article 371(2): Special provision with respect to the States of Maharashtra and Gujarat.


“Notwithstanding anything in this Constitution, the President may by order made with respect to (the State of Maharashtra or Gujarat), provide for any special responsibility of the Governor for:

· the establishment of separate development boards for Vidarbha, Marathwada (and the rest of Maharashtra or, as the case may be,) Saurashtra, Kutch and the rest of Gujarat with the provision that a report on the working of each of these boards will be placed each year before the State Legislative Assembly;

· the equitable allocation of funds for developmental expenditure over the said areas, subject to the requirements of the State as a whole; and 

·      an equitable arrangement providing adequate facilities for technical education and vocational training, and adequate opportunities for employment in service under the control of the State Government in respect of all the said areas, subject to the requirements of the State as a whole.”

3.6
On 26th July, 1984 both Houses of Maharashtra State Legislature passed unanimous resolutions requesting the President of India to make an order in exercise of the powers conferred on him under Article 371(2) for the establishment of separate Boards for Vidarbha, Marathwada and the rest of Maharashtra.

3.7
Fact Finding Committee (1984) 

3.7.1
The Government of Maharashtra appointed a fact-finding committee of experts under the Chairmanship of Dr.V.M. Dandekar on August 3, 1983. The Terms of Reference of the Committee were the following:

· To decide on indicators for assessing imbalance in development.

· (2.A)  On the basis of (1) above, and in relation to the average development in Maharashtra, to determine district-wise imbalance in 1960 and in the latest year for which information is available.

· (2.B)  With this in view, to obtain information on the development expenditure incurred district-wise from 1960 up to the latest year for which information is available and the implementation of the development prorgramme.

· (2.C)  To take into account the assistance given by the State and the Central Governments and by institutions under their jurisdiction.
· To determine what action the Government could take in relation to which of the indicators and the limits thereof.
· To suggest remedial action to remove the existing imbalance as determined and long term measures to prevent recurrence of such imbalance. 

3.8.
The Dandekar Committee undertook a sectoral study of backlog in nine developmental sectors namely (1) Roads (2) Irrigation (3) Village Electrification, (4) General Education (5) Technical Education, (6) Health Services, (7) Water Supply, (8) Land Development Soil, and Water conservation and (9) Veterinary Services and submitted its report in 1984.  The sectoral backlog calculated by the Dandekar Committee as on 30.6.1982 was Rs.3186.77 crore. Vidarbha Region was the worst sufferer with the sectoral backlog as on the said date being Rs.1, 246.54 crore the backlog in the irrigation sector as on 20.6.1982 was Rs.1, 385.93 crore. The backlog of irrigation sector in Vidarbha region was Rs.527.31 crore that is 38.05% of the total sectoral backlog. The report of the Dandekar Committee was not formally accepted by the Government of Maharashtra but made small allocations ranging from Rs.200 crore in 1985 to Rs.500 crore in 1993-94 for correcting the imbalance. Though the Committee had recommended that 85 percent of the yearly budgetary allocations might be used for removal of backlog, this recommendation was not implemented by the State Government. 

3.9
Presidential Order (1994)


The President of India passed an Order dated 9th march, 1994, providing for Special responsibility of the Governor of Maharashtra.  The relevant portion of the Order is reproduced below:

 “(ii) Special responsibility of Governor:

The Governor of Maharashtra shall have special responsibility for the establishment of separate Development Boards for Vidarbha, Marathwada and rest of Maharashtra and for matters specified in sub-clauses (b) and (c) of clause (2) of article 371 of the constitution in respect of the area of each such Development Board.”

3.10
In discharge of the Special Responsibility conferred on the Governor by virtue of the Presidential Order, the Governor of Maharashtra issued the Development Boards for Vidarbha, Marathwada and the rest of Maharashtra Order, 1994. (hereinafter referred to as the 1994 Order).  This order was issued on 30th April, 1994.  Rule 7 and Rule 8 of this Order are relevant and read as under:

3.11 
Allocation of funds for developmental expenditure: - The Government of Maharashtra shall ensure equitable allocation of funds for developmental expenditure over the areas of Development Board, subject to the requirements of the State as a whole.

· In ensuring equitable allocation of funds, the Governor may:
· take into consideration the recommendations, if any, made by the Development Board, and

· Where he considers it necessary and appropriate, seek advice from any person or body of persons in the matter of allocation of funds.

3.12
Allocation of funds to be reflected in annual financial statement – The allocation of funds or outlays made by the Governor shall be reflected in the Annual Financial Statement to be placed before the State Legislature and the development activities with regard to the outlays as aforesaid, shall be carried out or caused to be carried out by the State Government and the funds so allocated shall be non divertible from the area of one Board to that of another Board:-

Provided that:

· Re-appropriation may be made in conformity with the budgetary rules and procedure on the development activities undertaken as aforesaid within the area of a Board.

· In the implementation of the development activities, the prevailing norms shall be adhered to, and

· The respective administrative departments shall continue to implement and exercise administrative and technical supervision and control over the developmental activities.”

3.13
Rule 8 provides that allocation of funds or outlays made by the Governor under the order shall be reflected in the Annual Financing Statement to be placed before the State Legislature and that the development activities with regard to the outlays as aforesaid shall be carried out or caused to be carried out by the State Government. Rule 8 also provides that these funds shall be non-divertible from the area of one Board to that of another.

3.14
Indicators and Backlog Committee 

In 1995, the Hon’ble Governor appointed a committee of experts which is popularly known as “Indicators and Backlog Committee” with the following terms of reference:-

· to decide on appropriate indicators for assessing relative levels of development and appropriate sectors for assessing the backlog in different areas;

· to ascertain relative levels of development according to such indictors and the backlog in the different sectors for every district and where applicable, for every taluka having regard to the levels of development in the State as a whole;

· to suggest appropriate action for bringing about balanced regional development on the basis of relative levels of development and the backlog so ascertained; and 

· To suggest appropriate methods for ensuring equitable allocations of development expenditure over the areas of the three Development Boards.

The indicators and Backlog Committee submitted its report to the Governor on 11.7.1997. The Government accepted the report in principle. However, the Government recommended that the views of the departments in the sectors relating to irrigation, higher and technical education, energisation of pumps and land development soil and water conservation should be referred to the indicators and Backlog Committee for consideration while calculating the physical and financial backlog. The Hon’ble Governor referred the views of the aforesaid departments to the reconstituted indicators and Backlog Committee which was asked to finalise region-wise physical and financial backlog as on 1.4.1994 in the aforesaid sectors. The reconstituted indicators and Backlog Committee submitted its report to Hon’ble Governor on 27.9 2000 and the same was accepted by the Government of Maharashtra.


The reconstituted indicators and Backlog Committee arrived at a total sectoral backlog of Rs.14, 006, 77 crore. The region-wise break up as on April 1, 1994 is given below.

 (Rs. in crore)
	Sl.No.
	Region
	Backlog in the Irrigation Sector
	Backlog in other Sectors
	Total backlog

	1
	Vidarbha
	4083.00 (55.04%)
	2541.02 (38.57%)
	6624.02 (47.60%)

	2
	Marathwada
	2401.00 (32.37%)
	1603.55 (24.34%)
	4004.55 (28.77%)

	3
	Rest of Maharashtra
	934.00 (12.59%)
	2444.20 (37.09%)
	3378.20 (23.63%)

	4
	Total
	7418.00 (52.96%)
	6588.77 (47.04%)
	14006.77 (100%)


(Figures in brackets are percentages to the total)

3.15
In so far as irrigation sector in Vidarbha is concerned, the backlog arrived at by the reconstituted indicators and Backlog Committee is Rs.4, 083 crore (55.04%). The conclusions reached by the reconstituted indicators and Backlog Committee reveal that from 31.3.1984 to 31.3.1994 the backlog of Vidarbha Marathwada Regions of the State of Maharashtra continued to increase while the backlog of the rest of Maharashtra showed a declining trend.  As on 31.3.1984, the backlog in the irrigation sector in Vidarbha was Rs.537.31 crores or 38.05% which rose to Rs.4,083 crore or 55.05% and in comparison the backlog or Rest of Maharashtra which was Rs.541.90 crore as on 31.3.1984 rose only marginally to Rs.934 crores.  More importantly, in percentage terms the backlog of the rest of Maharashtra in irrigation sector drastically dropped from 39.10% as on 31.3.1984 to 12.59% as on 31.3.1994.

3.16
While the irrigation backlog in Vidarbha has increased from 38.05% in 1982 to 62.20% in 2002 the irrigation backlog in rest of Maharashtra has progressively declined from 39% in 1982 to 4.73% as on 1.4.2002.

BACKLOG IN IRRIGATION SECTOR

Region
         As on 30.6.82
         1994

2000  
       2002

Vidarbha

38.05%
          55.4%

59.78%     62.20%

Marathwada

22.85%
         32.37%
           32.85%    33.10%

Rest of

39.10%
          12.59%
7.37%
       4.70%

Maharashtra

Total

 
100%


100%

100%

 100%

3.17
Directives issued by the Governor of Maharashtra


The Hon’ble Governor of Maharashtra has been issuing detailed directions every year under clause 7 of the 1994 Order regarding allocation of plan funds.  The first of such orders separately allocating funds for the three development boards were issued for the Annual Plan 1995-96. This system continued till 2001-02. Till that year, the region-wise allocation for nine identified sectors was ordered by the Governor. The nine sectors are (1) irrigation; (2) roads; (3) general education; (4) technical education & vocational training; (5) health services; (6) water supply – rural and urban ;( 7) land development, soil and water conservation and horticulture; (8) veterinary services and (9) electrification of pumps.


For the annual Plan 2002-03 the Hon’ble Governor issued detailed directives vide his Order dated 15th December 2001. These directives gave a lot of information about the backlog and allocation for the three boards for various sectors. For the first time the total allocation for the irrigation sector was distributed board-wise-in earlier years certain part of the allocation for irrigation sector used to be earmarked for removal of backlog and was covered by Hon’ble Governor’s directives. In other words, for 2002-03 the distinction between backlog and non-backlog funds for the irrigation sector have been done away with. The same system was continued till now. The directives for the year 2006-07 have been issued on 6th March 2006. As per these directives, the distinction between backlog and non-backlog allocations should be removed in the Irrigation Sector and the Divisible outlays in the overall allocation in the Irrigation Sector as a whole, which includes both the Budgetable and Non-budgetable outlays, should be distributed amongst the areas of the three Development Boards on the basis of the following weightages.

(1)
Backlog (As on 1st April, 2005)

25%

(2)
Population (Excluding Greater Mumbai)
40%

(3)
Net sown area -



20%

(4)
On-going projects



15%


The total allocation for irrigation ordered by the Governor is Rs.2480.00 crore. Out of this the shares of the different regions are as follows:

(1)
Vidarbha                    
 941.91 crore

(2)
Marathwada                
 531.46  

(3)
Rest of Maharashtra   
 1006.63



It was further ordered that  should the State Government, resort to market borrowings, outside the budget, for the irrigation sector, money so raised should be for the State Government as a whole and distributed amongst the three Development Boards equitably as indicated above.


After deducting allocation for the Irrigation Sector and funds for removal of backlog in other backlog sectors, the Divisible portion of the remaining Plan outlays should be distributed amongst the three regions in proportion to the overall population of the respective regions.


There shall be no diversion of funds from backlog to non-backlog and from the area of one Development Board to another.


The allocation indicated in these Directives or on the basis of what has been indicated by the State Government.  Should be in subsequent years over all allocation for irrigation increase the same formula shall be applicable to such additional plan allocations.


The Governor further directed that a minimum allocation of Rs.1475 crore should be earmarked for backlog removal in sectors other than Irrigation in Annual Plans for next three years starting from 2006-07. The region-wise allocation of Rs.1475 crore outlays for backlog removal in 2006-07 should be as follows:
	Sr.No.
	Region
	Outlay for backlog removal (Rs.in crore)
	Percentage to total

	1.
	Vidarbha
	501.79
	34.02

	2.
	Marathwada
	322.29
	21.85

	3.
	Rest of Maharashtra
	650.92
	44.13

	4.
	Total
	1475.00
	100.00


It was also stipulated that the sectoral allocation for backlog removal within the region should be done in proportion to the remaining backlog in the respective sectors as on 1 April, 2005.

Planning Department should study the distortions in the expenditure pattern in other backlog sectors for last three years and after assessing the reasons for the same ensure that the outlays earmarked for backlog removal are expended appropriately in future.

3.11
Within the overall allocation for the removal of backlog in the areas under the respective Development Boards, as mentioned above, the Scheme-wise outlays should be made by the Planning Department based on the recommendations made in consultation with the respective Development Boards and the concerned District Planning Committees in respect of district level schemes and the concerned Departments in respect of State Pool and State Level Schemes.

3. 12
After deducting allocation for the Irrigation Sector and funds for removal of backlog in other backlog sectors, the divisible portion of the remaining Plan outlays should be distributed amongst the three regions in proportion to the overall population of the respective regions.

3.13
The funds from backlog to Non-backlog and from the area of one Development Board to that of another Development Board shall not be diverted.

3.14
Implementation of the Directives issued by the Governor

Information received from the Government of Maharashtra, Office of the Governor and the Statutory Development Board indicate that the implementation of the directives issued by the Governor Maharashtra has not been satisfactory. The amount allocated by the Governor for the Irrigation sector and the expenditure reported by the State Government for the Annual Plans 2002-03, 2003-04 and 2004-05 are presented in Table 14. The figures show that while there was shortfall in expenditure to the tune of Rs.2528.21 crore for Vidarbha, Rs.1147.65 crore for Mrathwada for the three Annual Plan taken together, the rest of Maharashtra region recorded an excess expenditure of Rs.1585.67 crore.   


Table 15 gives the region-wise remaining financial backlog in the sectors other than irrigation as on April 1, 2005. The table shows that Vidarbha has a backlog of Rs.1329.66 crore, Marathwada Rs.854.13 crore and rest of Maharashtra Rs.1725.21 crore as on April1, 2005. The total remaining Backlog as on April 1, 2005 for sectors other than irrigation is Rs.3909.00 crore. 


As per the information provided by the State Government the total backlog was reduced from Rs.14006.77 crore as on April 1, 1994 to Rs.8238.94 crore as on March 31, 2005 at 1994-95 prices.


As per rule 8 of the 1994 order of the Governor of Maharashtra, the allocation of funds made by the Governor shall be reflected in the Annual Financial Statement to be placed before the State Legislature and the development activities with regard to the aforesaid outlays shall be carried out or caused to be carried out by the State Government and the funds so allocated shall be non-divertible from the area of one Board to that of another Board.


As regards including the allocations made by the Governor in the Annual Financial Statement, the State Government has included those outlays as a one page annexure in the Annual Financial Statements (copy of the relevant statement for the year 2005-06 is at Annexure).  However, the allocations made by the Governor have not been shown separately under the relevant heads of expenditure.  In the absence of such clear depiction of the allocations made by the Governor, under the relevant heads in the Financial Statement along with expenditure figures for the previous years, the Legislature was not in a position to review and monitor the actual expenditure incurred against the budget allocations made for the Development Board Regions.


The Financial Statement for a particular year gives information relating to expenditure  incurred Revised estimates in the previous two years and budget estimates for the current year.  For example, the Financial Statement for the year 2006-07 will give Actual Expenditures for 2004-05, Budget Estimates for 2005-06, Revised Estimates for 2005-06 and budget estimates for 2006-07.  Such details will enable the legislature and the public to have a clear picture of the expenditure being incurred under various heads.  However, the Financial Statement does not give such details regarding allocations made by the Governor making it impossible for the legislature and the public to know the actual expenditure incurred during the previous years in respect of allocations made by the Governor.


It is, therefore, necessary to show the allocations made by the Governor separately in the Financial Statement (Budget) under their respective development heads with details of actual expenditure and Revised Estimates for the previous two years as is being normally done for various heads of expenditures.  Similarly, the Summary Statement presently included in the Financial Statement showing the Board-wise distribution of allocations made by the Governor should also contain Actual Expenditure for the year preceding the previous year and Revised Estimates for the previous year.

3.15
Existing mechanisms at the State level for monitoring removal of Backlog


The State Government has reported that they have a multi level mechanism for reviewing the removal of backlog from the implementing department to the Hon’ble Governor. The allocations made for removal of backlog are monitored by the concerned administrative departments dealing with those subjects. In the Planning Department there is a Cell, which continuously collects and collates data and also monitors the performance of various sectors. The three development boards are headed by elected representatives and experts and review the performance of backlog in their respective area. At the Government level there is a Committee under the Chairmanship of Hon’ble Minister for Finance & Planning for reviewing performance of various sectors. The Hon’ble Governor also monitors the performance and the performance of various sectors incorporated in the directives issued by the Hon’ble Governor. The latest directives for the year 2006-07 also contain the review of performance of various sectors.    
3.16
Brief Summary


In brief, today’s position is:

· Governor’s directives under Article 371(2) of the Constitution of India are now being followed at the time of placement of Annual Financial Statement before the Legislature.

· All funds including loans, tied funds from Centre, AIBP, are subjected to the same formula. 

· Even supplementary grants will have to observe the above discipline.

· Actual expenditure against allocation is likely to stay questionable as evidenced from previous track record of lack of effective monitoring and implementation systems; and lack of monitoring of implementation in identified sectors.

· Lack of political will is still evidenced for implementation. 
3.17
Recommendations:


The foregoing review has shown that even though investment backlog in various sectors has been identified and the Governor has allocated adequate funds every year with a view to liquidating the backlog with in a reasonable time frame, the total backlog still remains at a staggering Rs.8238.94 crore as on March 31,2005 at 1994 prices.  At 2003-04 prices the remaining backlog is Rs.14434.64 crore. The backlog could not be liquidated as the State Government did not spend the amount allocated by the Governor in respect of Vidarbha and Marathwada regions while there was excess expenditure in respect of Rest of Maharashtra region.


The following suggestions are made for more effectively managing the backlog issue:-

· The backlog has to be pegged at Rs.8238.94 crore at 1993-94 prices and Rs14434.64 crore at 2003-04 prices.

· A time frame of 5 years may be fixed for the removal of backlog taking into consideration the overall resource position of the State and the absorptive capacity of various sectors for incurring expenditure.

· The following measures are also suggested: 

· At the State level a high level committee under the Chairmanship of the State Finance Minister may be set up to monitor on a quarterly basis the progress of expenditure in respect of allocations made by the Governor and submit a report to the Governor and the Planning Commission.  The State Chief Secretary, Principal Secretary Planning, the Chairmen of the Statutory Development Boards and one MLA from the region concerned may be members of this high level committee.

· It is, therefore, necessary to show the allocations made by the Governor separately in the Financial Statement (Budget) under their respective development heads with details of actual expenditure and Revised Estimates for the previous two years as is being normally done for various heads of expenditures.  Similarly, the Summary Statement presently included in the Financial Statement showing the Board-wise distribution of allocations made by the Governor should also contain Actual Expenditure for the year preceding the previous year and Revised Estimates for the previous year.

· The State Government may indicate the allocations made by the Governor as earmarked outlays in the Annual Plans and the Planning Commission may in term earmark these outlays in the approval letters for the Annual Plan.  There will be a proportionate cut in normal central assistance if the State Government does not spend the earmarked allocations.

· The State Government may include a separate chapter on regional imbalances, removal of backlog etc, in their Annual Plan documents with details of allocations and year wise progress of expenditure.  The Planning Commission may specifically take up the issues related to regional imbalances, backlog removal etc. in the Annual Plan review meetings.
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