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THE national finance
commission of 1974 was
the second commission,
which was established
under a constitution -
this time, the 1973
Constitution. The secre-
tary of the commission
continued to function as
joint secretary (budget)
and additional secretary
as a section officer in the
finance division. And sec-
retary-general . (finance
and economic coordina-
tion) was nominated as
one of the Commission's
members.

While acknowledging the
essential need for preserving the
financial soundness and strength
of the federal government,
the conunission was cog-
nizant of the necessity of
making the proVinces
financially viable units.
The conunission also rec-
ognized the fact that the
federal government had
far more scope and capaci-
ty for raising resources by
taxation than the
provinces.
- The commission came to
the conclusion t1~t there
was ~ple justificatibn,€';\t;)
a larger allocation of the
'divisible revenues to the
provinces, and recom-
mended that the vertical
distribution should be that
80 per cent of the net pro-
ceeds of the shareable

I. taxes and duties (export
duties on cotton, taxes on
sales and pur~, and
taxes on income, including
corporation tax) was
assigned to the provinces
and, 20 per cent be left
with the federal govern-
ment.
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od; projection of revenue factured or consumed; (ill)
receipts and non-development export duties on cotton; and (iv)
expenditure of all the govern- excise duty on tobacco manufac-
ments for 1975-76 to 1979-80; fis- tures.
cal transfers to the provincial Till October 26, 1988, the com-
governments from 1970-71 to mission did not submit its recom-
1974-75, and their projection for mendations! A caretaker govern-
the perIod 1975-76 to 1979-80; ment had been inducted after
details of locational investments, the dissolution of the National
etc does not have linkage with Assembly and removal of Junejo
the basic recommendation, government. The caretaker gov-
made by the conunission. ernment did not consider it prop-

However, some of the points er to take up the issue, as it was
raised in a couple of meetings of not eXQected to takelong~term
the conunission may be high- policy decisions.
lighted. In one meeting, AGN The 1990 national finance
Kazi reviewed the criteria conunission, which was estab-
advanced by other members and lished in late July 1990, did not
said that of all the four bases, function as Benaz,ir Bhutto's gov-
namely, population, incidence, ernment was dismissed in the
relative backwardness and need, first week of August. After an
population was an element on .eJected government came into
which there had been greater power in November 1990, the
agreement in the past and was composition of the co~iJb.,.I' .
even then accepted as basic ele- was revised but there $/as 'no

change in the ter'~of ref:
erence, whic~l '~ I

The 1979 commission did other items, w~e to make'recommenda<tions,as to
not submit a formal report,. the distrilvution between. . \the Mderation and
but It was considered nec.~ovinc.es of the net pro-
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f h ceeds of (i) taxes Qt1
sary t at t e resu ts 0 t e inccwne, including corpo-

1981 ~opulation census be pate t~ (ii) taxes on sales11' and purchases of goods
reflected in the distribJut'ton imported, exported,

'. . ,,' -~.. processed,manufactured
of the pt""JVi'l1Clalsnares of or consumed; (ill) excise. . . duty on tobacco and tobac-
the federal divIsible taxes" A co manufactures, and

Distribution of Revenu~s sug~r; and (iv) export .
, dunesoncotton.~~

Order 1983 was issued and missi~n was also aske~ to
'. examIne the question

made effective from July 1, whether and in what man-. .. ner, the net proceeds, col-
1983. The dlstnbutlOn was lected by the Fecieral

h b
.

f ' I ' Government (-a) of royal-
O!}.J e asls 0 P~PlJ.atIon, ties on crude oil, and (b) of
the vertical Provincial share surcha:ge on natur~ gas

t be paId to the provmces

remaining the same. concern~d..Notwithstanding the
- enlargeddivisiblepool(by
including excise duty on tobacc<?. . - -ment by most of the members!
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~eddivisible pool (1;;
ment. ment by most of the memb~s! - including excise duty on tobacco

As regards the horizontal dis- In the same meeting, ,P.K. and tobacco manufactures, and
tribution among the provinces, Shahani, a member of the com. sugar; and royalties on crUde (i'if, -l-
the' commission recommended, mission (from Sindh) wanted to and surcharge on natural gas),
"As for inter-se shares of the know if the federal finance sec. the commission recommended to
provinces, the commission, after retary (who was not a member of retain the old formula (of 1975)
full examination of the various the commission but had been for the vertical distribution of
formulas, held the view that attending the meetings of the divisible taxes between the
these should be determined on commission) was expressing the Federation and the provinces, on
the basis of population. It was views of the federal government the basis of 20 per cent for the
felt that this arrangement would or those of his own in advancing Federation, and 80 per cent for
be both democratic and equi- his formula. The secretary the provinces. It also recom-
table, and should cause no con- replied that he was discharging mended that the Provincial
trovef~y.~t

, will"put ~ the ~~,. dutyvas..."an f.t£ert"~~ed,. ,shar~~.e, ~stributed to thepp~eliuarfoOting"':' .u.pon 'Hf assISt 'the o~lOn11=tsI'O"Vllices- on '~l(iir ~

The allocable share of the When parties to a cause become respective population. The ratios
provinces, the comriIi.ssion rec- judges, such a queer situation finally adopted were: Punjab
ommended, should be distrib- would arise. 57.88 per cent; Sindh 23.28 per
uted in the percentage of their After five years, the chief mar- cent; NWFP 13.54 per cent, and
respective population, namely, tial law administrator (martial Balochistan 5.30 per cent.
Punjab - 60.25 per cent; Sindh law was imposed in 1977) Another recommendation was
22.50 per cent; NWFP - 13.39 appointed a national finance that the net proceeds of develop-
per cent; and Balochistan - 3.66 commission in February 1979, ment surcharge on natural gas be
per cent. and one of the terms of refer- transferred to the provinces on

The Commission's report was ence was to make recommenda- production basis at well-heads.
laconic, brief and abrupt: One tions as to the distribution Similarly, the net amount of ray-
does not get any idea how "full between the federation and the alty from crude oil was to be paid
examination of the various for- provinces of the net proceeds of to the provinces according to pro-

, mulas" was carried out by the the following taxes: (i) taxes on duction in each province.
commission. Leaving aside AGN income, including corporation As stated earlier, the duty of
KiUi,. ~~-gt:Jlclcd.' fka.u"",, 'J- (li) I..1Ac~vu ~cd"",ci.i.1d}JUl- dk~~ance commission
(who was a member of the com- ClTases of goods imported, is limited to making recommen-
mission), if "democrats" like fed- expor~eq; produced, manufac. dations on three stiliJects, and on
eral finance minister Rana Hanif tured andconswned; (ill) export any other matter relating to

, Khan, MohanImad Hanif Ramay, duties on cotton; and (iv) excise finance, referred to it by the
Ghulam Mustafa Jatoi, duty on tobacco andwbacco president. This means that the
Nasrullah Khan Khattak, Sardar manufactures. terms of reference of the com-
Ghaus Baksh Raisani, and This commission did not sub- Inission have to be framed by the
Saifullah Khan Paracha mit a formal report, but it was president, within the framework
"agreed" that the distribution of considered necessary that the of the Constitution, and second.
resources' on population basis results of 1981 population census ly, no other authority can refer
was "both,democratic and equi- be reflected in the distribution any matter to the commission,
table", it wo...uldmean that all of the provincial shares of the It is interesting that the
other fonriulas are/were federal divisible taxes. A Commission was asked by the
inequil:iJ.ble and Undemocratic. Distribution of Revenues Order council of common interests, on

J The .a~qIpt conclusion by ~e 1.983was issued, and made eff~- July 12, 1991 whether the n,et
, C°IilIJ:IIssion that pol2ulatton tIve from July 1, 1983. The dis- proceeds of hydel power profits

would be the basis for aistribu- tribution ,!as on the basis of pop- due to the provinces concerned,
tion reminds one of, an English ulation, the vertical provincial be paid by the federal govern-

i: i' saying: "ThenInight you think.J share remaining the same. ment or the generating agency.
.,' j-I bad swelled with~e mountains: Accordingly, Punjab received Complying with the request, the

and brought forth a~~ All ':101.97per cent, Sindh 23.34 per comInission replied that it
theworkdonebythefederariiim- 'c~ 13.39 per cent, and should be paid by the agency,

~al8~ents to pro-~ Bal~~n':':~_AII~l al,~~~~yll' .rorms a'1
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2004 ,c.ett:!lopment ,r~enue eXpendi- thet@tional finance commissionsi6fP~iS= {lOy COV~-BY-:JP~

to; basis t,~ e, a

.

\ld

.

caP

,

/tal

,
"

r~~ij!=s ~. ts

.

(al

,

ong W

.

as
.

C

.

onstitute
.

d

.

~in

.,

.,

'

.,

J

.
ul

..

Y

..

'1985 to constitution.

.

and Ge9

,

'

"

..

°
,

n
.

~
.

' "
.

,',~

rw~1be of( ,thbr~down .of~~ and m~e re~o~~n~ons, .am~mg subje~ of hydel Pfw;er profits,
!)nll~ev~meI!.t di~Uke- ~ther 'thpgs,ii~a the distnbu- as exase duty and royalty on nat-

. I ~n~)f.e.rthe years 1{170-71to-~tian.betweeni:Re~anQ. w;al gas, are not within the juris-
Plj~a,y:
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~ ne \ 'hefederal ~ent (fr" '..." '4@ceson mwme..U1ot.ud:O:1gSIon.All this wa!oextra-canstItu- .

.' '0.71 to 19t...~$,t revenue c e ~ @) taxes aq sq!es tional.

1( recog~lZE! .pts (exc1u<fuis. .feder~ (1Jldp ase;~geq,~ impar~

m Nursing\ \:ents) far the,s~: pen- .lnd expou: pro<;esseu.martu~ '. - To be.f;()~cf~e~ '
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