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ABSTACT 

Dr. Bhim Rao Ramji Ambedkar a well known scholar posthumously awarded   Highest Civilian 

honor in 1990 of India BHARAT RATNA for his invaluable contribution towards the society 

and country. It is high time when the Nation is commemorating Azadi ka Amrit Mahotsav 

(75Th years) to have a look on the contribution of this eminent jurist, politician, economic 

thinker and the architect of our constitution in word and spirit at all sphere. In this write up 

his economic thinking especially public finance and  financial federal structure has been re-

visited  through various resources  to ascertain his invaluable contribution and guiding 

principles which are being entrusted to make India more vibrant and the Global leader.  
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Dr. Bhimrao Ramji Ambedakar one of most eminent scholar of the 19th century in the Indian 

history was conferred with Bharat Rattan. It would be inevitable here to mention him as a 

global economist, politician, jurist, social reformers who started his journey from a socially 

deprived and underprivileged class of Madhya Pradesh, went across unwarrantable agony 

and discrimination in the society and emerged as a very first (south Asian) Indian scholar who 

awarded doctorate in economics from abroad. It may be proclaimed as the turning point 

which made him a global economic leader. He exposed impoverished poverty and plight of 

fellow natives, enlisted physical cum economic exploitation at the hands of fellow social 
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sections and consequent repercussions for society and nation. Hence, the concept of 

economic thoughts conceived focused on betterment of “last man” of society who deserved 

to be mainstreamed as a beneficiary as well as a contributor to the society. Thus he 

advocated for equal opportunity for that particular class at every sphere i.e. power privilege, 

resources and human right for a dignified life. He touched every aspect of that very time 

which could ensure well being of the motherland and its people, favored fixed exchange rate 

in gold standard to stabilize Indian rupee in order to boost export through strengthening of 

internal industrial base, production, employment and to fetch a good chunk in the world’s 

market. He also advocated for Public finance, labour reforms and social security concerns of 

masses and particularly women workers. On other side he had been an eminent executor 

who enacted various labour and social security laws in the capacity of first law minister of 

independent India. Dr. Ambedkar said that the federal finance system in India emerged the 

provisions of local finance system of 1878, known as the act of 1935. 

Ambedkar had made permanent imprint on social-political cum economic lives of millions 

and millions in India abroad.  As eminent scholar Jadhav wrote that the valuable guidance he 

provided to the country in economics and especially in public economics has not been taken 

seriously. Many more scholars stated him to be an authoritative scholar of public finance of 

British regime as well as of independent India. 

In present study we are sincerely striving hard to have a close look into and trying to produce 

some analytical outcome out of present day’s on- going economic programs and policies, in 

visionary context of the founding father of financial federalism. Hence, present work is just 

aimed to ascertain the relevance and capacity of his work and ideas to be guiding principles 

for us. 

‘Dr. Ambedkar replied the debate on whether the percentage of revenue collected by way 

of income tax should be prescribed in the constitution itself and it may 60 per cent or 

anything else or should be left to be decided.  Further concluded that it would be best to 

leave the matter to be prescribed by the President and no fixed proportion should be fixed 

by in the constitution itself. Although, other speaker in the debate H.N. Kunzru, had favored 

the establishment of finance commission on the line of Australia, and the central and States 

government should abide by the recommendation of Finance commission.’  

Consequent upon, on the 22nd day of November, 1951 first Finance Commission was 

constituted, chaired by K.C. Neogy, since then over 75years, 15 finance commissions have 

been constituted by presidential order time to time. So it is high time to gauge their 

functioning and performances and deviation if any to the line of Draft Constitution. 

The questions in context: 
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 To analyze financial allocation in each Finance Commission priority wise 

To enlist New Terms of References 

  Any deviation in financial federal structure to the fundamental spirit 

Overall relevance of Ambedkar thoughts can be gauged on three parameters namely; 

 Autonomy 

 Responsibility 

 Decentralization 

 

Finance Commissions Provision and Procedure of Federal Finance in India 

                                                                      Figure represents weight age in per cent. 
 

 Finance Commission Vertical Devolution 
State’s Share in net  
proceeds of I. tax 

Horizontal Devolution 
Weight age 
Union excise duties 

1ST  55 and  
40  of net proceed of  union 
excise on tobacco 

80  population  
20 relative collections of 
states. G-I-A (273rd, 275 ) 

2nd  60 population bases, 
25 of net proceed  & 
consolidated fund to fund 
U. Territories to get 1 per 
cent  

90  population & 10 relative 
collection 
G-i-A. u\a 273 &275. 

3rd  66.66 & a sum equal to 20 
Union duties of excise 

80 &  20 weight to population 
n collection respectively  

4th  75& 2.5 for union 
Territories and 20 of net 
proceed of union duties 
except cesses & other 
specific duties 

80 population 
20 relative economic 
backwardness in union excise 
duties 
20 relative collections of 
states. 

5th  75  population &20 of net 
proceed of union excise  

90 on population basis 
10 on basis of collections. 
80 share on basis of 
population in union Excise 
duties.6.6 on 
backwardness.13.33 on 
income distance. 
Revenue deficit grants 
continued. 

6th  90 population  basis& 20 
relative collections 

90 &10 on the basis of 
population and relative 
collections. Modify union 
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excise duties on bases of 
75&25 weight age for 
population and 
backwardness. 
Special grants for 14 states to 
mitigate non plan deficit. 

7th  Net proceeds of income tax 
raised to 85 & doubled 
share in proceeds from 
excise duty up to 40 

90 weight age  population 
10 relative contributions. 
Equal weight  formula 4 
factors in excise duties 
.population, inverse of per 
capita state domestic 
product, poverty ratio. 
poverty equalization formula 
 

8th  85 population & 45 from 
excise duty proceed of 
excise duty (hike 5). 

25 populations, 25 inverse of 
per capita income multiplied 
by population, 50 distance 
per capita income. 
Grants for special problems n 
up gradation. 
Modification in relief 
expenditure & debt relief. 
Dissent notes were also 
addressed and majority was 
sported. 

9th  85 of divisible pool of 
income tax & 1.437for UTs. 
45 of shareable union 
excise duties. 

Per capita income distance at 
33.5 given top priority & 
followed by population at 25, 
composite backwardness 
index, income adjusted total 
population & non- plan 
deficits given equal weight 
age. Calamity Relief Fund to 
be contributed  for each state 
up to 75 as non plan grant 
+25 state share   

10th  77.5 shares in net proceed 
of income tax decline. UTs 
share come to 0.927. 
47.5 a bit hike to last share 

40 of net proceed to be 
distributed among state 
using  
common criteria for income 
tax 
7.5 For states with deficit. 
 
Local bodies grants, revenue 
deficit and up gradation 
grants were enhanced to 
mitigate current 
requirements. 
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11Th  A fundamental pattern 
change occurred in 
sharable income tax 
proceed just 10 weight age 
for population while 
income distance method 
occupied a major chunk of 
62.5. Overall 37.5 of GRR of 
union were transferable. 

Again 62.5 weight age for 
income distance method. 
Up gradation of standards of 
administration and special 
problems grants. 
Local bodies for 
maintenances of civil services 
(urban) 
Decentralization Index was 
given due priority, 
geographical area weight age 
was also given. 
 

12th  States share set at 30.5 Income distance 50 followed 
by population 25, area at 10 
and tax efforts and fiscal 
discipline. 
Rural and urban bodies were 
given grants. 

13th  States share set at 32 of 
shareable tax, a hike of 1.5 
to the 12th commission. 

Fiscal distance at top priority 
47.5.population re gain at 25 
and fiscal discipline at 17.5 
and so. 
13 more grants including 
road bridge, water body 
management, performance 
incentives, district 
innovation, statistical fund. 

14th  Big boost to vertical 
devolution of taxes 
increased up to 42, 
characterized as a 
compositional shift due to 
need based appraisal. 

Income distance assigned 
priority with 50, population 
at 17.5, demographic change 
and forest cover. 

15th   
Vertical Devolution @ 41 
per cent of the net proceed 
of sharable Union taxes , 
remaining 1 per cent 
retained by the Union 
Government meant for 
financing newly formed 
Union Territories of the 
Jammu & Kashmir and 
Ladakh. 

Nutrition grants in addition not 
to be submerged. 
Grants for rural & urban bodies 
Recommendation for special 
grants to sixth and seventh 
schedule area in the respective 
states. 
Advocated for fiscal & revenue 
reforms at all sphere (central & 
state).  Local disclosure, 
accounting and budgeting 
reform were considered 
imperative. 

 GRR gross revenue receipt., G_I_A  (grant_ in _aid) 

Source: Finance Commission Report, Dept. of finance. Govt. of India    
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Under Article 273Grant-in-Aid of revenues each year to the states of Assam, Bihar, Orissa 

and West Bengal etc. in addition revenue gap grants and primary education expanding 

special grants made for. Grants –n –Aid Under article 275 for revenue deficit. While 

population was the main factor for horizontal devolution financial weakness of states, 

disparities in the level of development paid heed.        

The 13th finance Commissions, “A Legacy of Trust” recommended resource sharing between 

the center and the states which depicts uniqueness of Indian federal structure. Following are 

the bone of contention amid for beneficial implementation of public finances for the country. 

Evaluate terms of references in context of recent expanding trends. 

To look into corrective measures of vertical and horizontal imbalances 

Macroeconomic stability 

Fiscal restructuring at both the center and states ends. 

The Thirteenth Finance Commission took another step ahead beyond its primary 

functioning namely climate change, environmental sustainability and to gauge the 

implications of proposed goods and services tax on both governments. Hence 

landmark ones are here viz. 1.5 per cent  vertical  devolution enhancement, provision 

for GST compensation package, provisions for local body grants and numerous of 

purpose specific grants in line with expanding terms of references such as sustainable 

development, climate changes and more importantly to improve the output and 

outcome of government spending. 

Report On 15TH Finance commission further advocated revenue deficit grants despite 

sector specific grants and performance centered incentives.  

Now it can be concluded that the fundamental spirit of resources distribution in the line and 

as per the perspective of the Constitution Draft Committee has been carried forward in 

words and spirit in the successive finance commissions. It is once again inevitable to mention 

here that economic thoughts especially public finance and government public spending are 

really doing well.  Dr. B. R. Ambedkar’s economic and political thoughts are of very much 

relevance in the present context to take ahead India. I am here utmost confident that the 

Indian financial federal structure has also been imbibed with all new terms of references, 

necessary to cater the needs of a sustainable financial federalism as well as for sustainable 

economic growth.  

The finance commission umbrella has ever widening in their scopes and still of much 

relevance in allocation of resources among states and Union territories of Indian Union. The 

successive commission’s recommendations have enlarged its range up to global issues like 

ecological balance, sustainable development and to alienate state wide disparity in per capita 
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income, states efforts and incentives thereof to maintain financial harmony among the states 

.More over resources vertical decentralization up to bottom(local government) adds another 

feather to cap of financial structure while Ambedkar opined that local governments would 

lead to economic and social discrimination to the deprived ones . Secondly it would be 

inevitable to mention here that many eminent scholars have tried to present Ambedkar as 

neglected thinker and victimized economist of the 19th century which is also not true because 

every plan and law enacted in modern India have been casting shadow and vision of the 

constitution.  A critical appraisal of each recommendation makes it easy to conclude that 

Indian Federal structure has been rapidly about to transform India into an ideal Financial 

Governance.   
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