CHAPTER-IlI
GROWTH AND PATTERNS OF PUBLIC

EXPENDITURE IN GUJARAT STATE
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3.1.0 INTRODUCTION

In 1947 India attained independence from the British rule. The
popular ministries were formed both at the Centre and in the States. A
large number of problems confronted the nation and the leaders. Some
of the notable problems were the maintenance of law and order,
rehabilitation of the displaced persons from Pakistan after partition of
the country, rebuilding of the War-shattered and exploited economy,
implementation of the policy of prohibition and reorganization of the
whole administrative structure to suit the changed environments. On
economic front the leaders faced a hard time to control the inflationary
trend caused by Il world War, to implement the policy of full employment
and to undertake the task of upliftiment of the people belonging to the
Backward castes; scheduled castes and Scheduled tribes. All these
called for a judicious operation of fiscal resources in a planned way.
Such problems were common to all the States of Indian Union and so
were with the State of Gujarat. Against this background, the GUjarat
Government’s budgets were prepared and the economic policies were
drafted during the plan period. The financial Statement and the
demands for grants in a Government budget are drawn up in
accordance with the provision of the constitution and the needs of the
legislative control. The expenditure in the Government Budget is
generally classified department-wise in order to secure legislative
control and administrative accountability. Since 1957-58, the Economic
Division of the Ministry of Finance, Government of India has been
preparing an economic classification of Central Government budgetary
transactions as useful tool of Economic Analysis. On similar lines, the
study of the State Government budgetary transactions is undertaken by
this Directorate every year and a set of six accounts containing the
reclassified data from the State Government Budget is prepared as

detailed below: Account — 1 Transactions in Commodities and Services
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and Transfers: Current Account of Government administration
..Account- || Transactions in Commodities and services and Transfers:
Current Account of Departmental Enterprises, Account — lI
" Transactions in Commodities and Services and Transfers: Capital
Account of Government administration and Departmental Enterprises,
Account-IV Changes in Financial Assets: Capital Account of
Government Administration and Department Enterprises., Account -V
Changes in Financial Liabilites : Capital Account of Government
Administration and Departmental Enterprises., Account-V! Cash and
Capital Reconciliation of Government Administration and Department
Enterprises. Budget is just like a looking-glass in which the fiscal face of
the State is clearly reflected. It is not only the financial statement that
exposes the receipts and expenditure of the state but more than that, it
reflects the objectives of economic policy and the way to achieve those
objectives. The trend analysis of Gujarat Government's budgets
undertaken herein is an attempt to spell out such objectives and to
determine the economic goal reflected from it. The present study of the
budgetary structure of the government of Gujarat deals with critical
appreciation of the budgets during the plan period of 1986-87 to 2005-
06 and the period of economic planning in India with special reference
to Gujarat. The financial position of the government of Gujarat during
the plan period (1986-87 to 2005-06) is explained here on the basis of
the analysis of the trend of receipts and expenditure of the State. This
work has been extensively undertaken in the report of Directorate of
Economics and Statistics Government of Gujarat, Gandhinager 1986 to
2005.

In chapter-l, we have understood the theoretical concepts of
public expenditure and economic development. In this chapter, we will
discuss growth and patterns of public expenditure in Gujarat State
during the plan period. This will include budgetary position of the State,
Government revenues and expenditure, Developmental and Non-
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Developmental expenditure of the State as discussed in the subsequent

sections.

3.2.0 BUDGET DURING THE PLAN PERIOD OF 1986-87 TO
2005-06.

Since Independence, the main aim of the popular government
has been the acceleration of the growth rate of the economy. The first
bold step in this direction was the setting up of the. Planning
Commission in March 1950, with the prime Minister as its Chairman.
The First Five Year.Plan which covered the period from 1951 to 1956
was launched with a view to sfrengthen the National economy at the
base and to initiate the constitutional changes which would facilitate
more rapid development in the future. It also aimed at meeting some
urgent problems caused by the war and the partition of the country,
namely, inflation, rehabilitation of displaced persons, food crisis, foreign
exchange crises efc. AConsequent upon the devaluation df the Indian
rupee, an eight-point, programme was announced by the Government
of India with a view to improve- the external payments position and
countering the possible inflationary impact of devaluation on the
domestic economy which was already characterized by growing costs

and prices.

There is no exaggeration in saying that the entire fiscal operation
of public revenue and expenditure has undergone vast changes during
the period of planned economic development. Greater emphasis laid on
security services now has been economized to a great extent and the
income saved has been channelised into developmental activities. The
whole picture of financial position of the Government of Gujarat state
during the plan period of 1986-87 to 2005-06 can be clearly seen in the
Table 3.2.1.1
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3.2.1 ANALYSIS OF GOVERNMENT RECEIPTS

The figures shown in Table 3.2.1.1 reveals that, the public
revenue receipts has the highest growth rates of 84.27% during 1994-
95, 82.42% - 1995-96, 80.87% -1996-97, 79.16% -1997-98, and
78.48% - 1998-99 during the Ninth plan period. This is followed by
75.88% -1989-90, 74.75% -2000-01, 72.42% -1999-00, 71.70% -1990-
91, 70.62% -1992-93, 69.93% -1991-92, 68.35% -2004-05, 67.65% -
1987-88, 65.34% -1988-89, 64.30% -1986-85, during, the Seventh plan,
Eight, Ninth, Tenth and Eleventh plan periods respectively. While the
other remaining years have lower percentage growth rates as follows,
45.71% -2003-04, 42.06% -2002-03, and 36,64% -2001-02 between
actual and budgets in the whole of Gujarat State, India.

Similarly, the public revenue expenditure has highest growth
rates of 81.05% during 1998-99, 81.04% -1995-96, 80.96% -2000-01,
80.28% -1997-98, 79.46% -1996-97, 78.67% -1999-2000, 78.48% -
1994-95, 76.83% -2004-05, 76.78% -1997-98, 74.87% -1989-90,
72.29% -2005-06, 71.93% -1992-93, 71.45% -1990-91, 69.31% -1991-
92, 68.96% -1987-88, and 65.88% -1988-89, 64.96% -1986-87, during
the Seventh, Eight, Ninth, Tenth and Eleventh plan periods respectively.
Whereas the other remaining periods have lowest percentage growth
rates as follows, 52.57% -2001-02, 52.11% -2003-04,and 50.82% -
2002-03 during the Tenth plan period.

On capital account, the growth rates of capital receipts
have the highest percentages of 63.35% durihg thé peridd of 2001-02,
57.94% -2002-03, 54.29% -200304, 35.69% -1986-87, 34.65% -1988-
89, 31.65% -2005-06, during the Tenth and Seventh plan period
respectively. This is followed by 29.38% -1 992-93, 28.29% -1990-91,
25.25% -2000-01, 24.12% -1989-90, 23.51% -1998-99, 21.59% -1999-
00, 21.53% -1997-98, and 20.84% -1997-98. Whereas the other

110



remaining years have lower percentage growth rates as what follows,
19.13% 1996-97, 17.58% -1996-96, and 15.73% -1994-95.

On the other hand, public capital expenditure has the

highest growth rates of 49.19% -2002-03, 47.89% -2003-04, 47.42% -

2001-02, during the Tenth plan period. This is followed by 34.12% -
1988-89, 31.04% -1987-88, 30.68% -1991-92, 28.55% -1991-91,
28.07% -1992-93, 27.70% -2005-06, 25.13% -1989-90, 23.22% -1997-
98, 23.17% -2004-05, 21.52% -1994-95, 21.33% -1999-00, and 20.54%
-1996-97. The remaining other years have lowest percentage growth
rates as what follows, 19.72% -1997-98, 19.04% -2000-01, 18.95% -
1998-99, 18.91% -1995-96.

Table 3.2.1.1 reveals that from the period 1986-2005 the
budgetary position of the state Government has been showing
increasing trends. Total expenditure has increased from Rs.3801.22
crores in 1986-87 to Rs. 35219.43 crores in 2005-06 whereas total
receipts in the same period were Rs.3358.50 crores and Rs. 35934.49
during the Seventh, Eight, Ninth, Tenth and Eleventh plan period

respectively and this also 10 times during the last 20 years.

The growth rate of revenue was the highest in the Ninth
plan and that of expenditure in the Ninth and Tenth Plan. Several
measures were taken to improve the resource position in the Ninth plan
to meet the challenge of the bold and daring Eight Plan. The sizeable
growth in expenditure during the Tenth Plan period was caused by the
-big size of the Plan and tremendous growth in non-development“

expenditure.

Averages of both the expenditure and revenue calculated
for all the years covered in respective plans show a continuous rising
trend. A big jump was visible from the Seventh Plan to the Ninth Plan. It

is found that the averages of the revenue and expenditure had
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increased about 3 times from the Seventh Plan to Eleventh Plan. This
shows the growing responsibilities shouldered by the State and the

result of the rising cost.

It can be seen in the Table 3.2.1.1 that in all the Plans both
revenue and expenditure are the lowest in the first year of the Tenth
Plans and the highest in the concluding year of the Plans. This shows a
slow start but hectic efforts at last both for raising revenue and incurring
expenditure. There is no uniform trend in revenue raising and
expenditure incurring.

Y
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3.2.2 ANALYSIS OF GOVERNMENT REVENUES

Table 3.2.2.1 shows growth pattern of government revenues
_ receipts during the plan beriod of 1986-87 to 2005-06. It is evident that
Union Excise Duties has the highest growth rates of 13.07% -1987-88,
12.48% -1992-93, 12.19% -1988-89, 11.69% -1991-92, 11.57% -1996-
97, 10.98% -1997-98, 10.82% -1998-99, 10.54% -1995-96, 10.44% -
1989-90, 10.29% -1994-95, 9.47% -1997-98, 9.16% -1999-2000, 8.75%
-2000-01, while the other remaining years have lowest growth
percentage rates as what follows, 6.86% -1990-91, 6.26% -1986-87,
5.28%-2005-06, 4.99%-2001-02,4.69%-2003-04, 4.11%-2002-03, and
4.07%-2004-05 during the Seventh, Eight, Ninth, Tenth and Eleventh
plan periods respective.

Income tax has the highest growth percentage rates of 9.82%-
1997-98, 7.18%-1997-98, 7.09%-1995-96, 6.93%-1999-2000, 6.90%-
1998-99, 6.81%-1994-95, 6.52%-1996-97,6.19%-1992-93, 6.12%-1980-
90, and 6.07%-2000-01. This is followed by 5.89%-1991-92, 5.34%-
1988-89, and 3.59%-1990-91. While the other remaining years have
lowest growth percentage rates as follows, 2.64%-2005-06, 2.63%-
2001-02, 2.59%-1986-87, 2.44%-2003-04, 2.07%-2002-03, and finally
0.26%-2004-03,Estate Duty has yielded the lowest growth percentage
rates of 0.03%-1986-87, 0.002%-1987-88, 0.004%-1988-98, during the
Seventh plan period. Later on, it was abolished as a share in central
" taxes, during the Eight, Ninth, Tenth and Eleventh plan periods

During the Tenth plan period, corporation tax, tax on wealth,
custom Duties, and services tax were introduced as a share in central
taxes of tax revenue to the state Government of Gujarat Corporation tax
has the highest growth percentage rates of 18.30% during 2005-06,
14.90%-2003-04, 14.82%-2000-01, 14.63%-2004-05, 13.97%-2001-02,
and 12.45%-2002-03 respectively during the Tenth and Eleventh plan
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periods.Tax on wealth has lowest growth percentage rates of 0.35%-
2005-06, 0.29%-2002-03, 0.014%-2003-04, and 0.007%-2001-
02.Custom Duties yielded growth percentage rates of 3.75%-2005-06,
3.19%-2003-04, 3.03%-2001-02, 2.95%-2002-03, and 2.94%-during
2004-05 of the Tenth and Eleventh plan periods.

Services tax yielded growth percentage rates of 1.49%-2005-06,
0.78%-2004-05, 0.56%~-2003-04, 0.34%-2002-03, and 0.28%-2001-02.

Taxes on profession / Income and Expenditure has yielded
growth percentage rates of 1.73%-1989-90, 1.55%-1986-87, 1.42%-
1990-91, 1.34%-1988-89, 1.17%-1991-92, 1.15%-1992-93 during the
Eight plan period. Whereas the other remaining years have lowest
growth percentage rates as follows, 0.99%-2000-01, 0.89%-2002-03,
0.87%-2004-05, 0.87%-2001-02, 0.81%-1998-99, 0.81%-2005-06,
0.77%-1999-2000, 0.71%-1995-96, and 0.68%-1996-97.

Land revenue has yielded high growth percentage rates of
2.05%-2005-06, 1.77%-1999-2000, 1.55%-2004-05, 1.52%-2005-06,
1.28%-1990-91, 1.20%-1995-96, 1.18%-1989-90, 1.13%-1988-89,
1.06%-1994-95, Whereas the other remaining years have lower growth
percentage rates as follows, 0.99%-1987-89, 0.96%-2003-04, 0.93%-
1991-92, 0.92%-1997-98, 0.88%-2002-03, 0.86%-1992-93, 0.81%-
1996-97, during the study period respectively. '

.Stamps and Registration has highest growth percentage rates of
6.48%-2005-06, 6.34%-2004-05, 6.28%-2003-04, 5.97%-2002-03,
5.50%-1995-96, 5.47%1998-99, 5.06%-2000-01, 5.03%-1997-98,
5.02%-2001-02, 4.73%-1994-95, 4.69%-1999-2000, 4.67%-1990-91,
4.26%-1989-90,. This is followed by 3.94%-1992-93, 3.92%-1991-92,
and 3.81%-1988-9, 3.80%-1986-87, and 3.58%-1987-88 during the plan

period respectively.
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State Excise has yielded growth percentage rates of 0.51 %-1989-
90, 0.47%-1986-87, 0.46%-1988-89, 0.45%-1987-88, 0.45%-1990-91,
0.44%-2001-02, 0.43%-2002-03, .39%-1992-93, .38%-1991-92, 0.38%-
2000—01, 0.37%1994-95, 0.37%-1996-97, 0.35%-2003-04, 0.34%-1999-
2000, 0.33%-1995-96, 0.31%-2004-05, 0.29%-1997-98, 0.29%-1998-
99, 0.29%-2005-06.

State Sales tax has yielded the highest growth percentage rates
of 64.92%-1990-91, 62.30%-1986-87, 60.57%-1992-93, 59.28%-1989-
90, 57.09%-1996-97, 57.44%-2002-03, 56.40%-1991-92, 55.69%-1994-
95, 55.60%-1995-96, 54.74%-2004-05, 54.56%-2001-02, 54.01%-1987-
88, 53.96%-2005-06, 53.90%-1997-98, 51.92%-1987-88, 53.96%-2005-
06, 53.90%-1997-98, 51.92%-1999-2000, 51.84%-1998-99, While the
other remaining years have lowest growth percentage rates as fo‘IIows‘,
19.42%-2000-01, 12.98%-1988-89, and 1.29%-2003-04.

Central Sales tax has highest growth percentage rates of
38.62%-1996-97, 35.75%-1994-95, and 35.70%-1995-96. This is
followed by 15.43%-1988-89, 12.59-1986-87, 11.56%-1990-91,
10.63%-2002-03, 10.63%-2003-04, 10.62%-1989-90, 10.59%-2004-05,
10.56%-1987-88, 10.25%-2005-06,10.17%-1992-93, and 10.07%-1991-
92. While the other remaining years have lowest growth percentage
rates as follows, 9.90%-2000-01, 9.46%-2001-02, 8.30%-1997-98,
8.10%-1998-99, and 7.45%-1999-2000.

 State Sales tax has the highest growth percentage rates of
47.55%-1989-90, 46.28%-1 986-87, 42.47%—1987-88, 42.21%-1992-93,
38.62%-1996-97, 37.41%-2001-02, 36.39%-1988-89, 35.70%1995-96,
35.22%2002-03, 35.18%-2000-01, 35.13%-1994-95, 34.41%-2004-05,
34.07%-2003-04, 33.98%-2004-05, 33.22%-1987-88, 32.95%-1998-99,
32.19%-1999-2000, whereas the other remaining year has lowest

growth percentage rate as follows, 10.41%-1991-92.
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Others has vyielded the highest growth percentage rates of
12.38%-1997-98, 11.58%-2002-03, 11.34%-1999-2000, 11.34%-1996-
97, 11.31%-1995-96, 11.16%-1990-91,10.99%-2001-02, 10.87%-2000-
01, 10.76%-1998-99, 10.58%-2002-03, 9.91%-2003-04, 9.74%-2004-
05, 9.73%-2005-06, 8.93%-1992-93, 8.38%-1992-93, 7.52%-1988-89,
7.02%-1991-93, while the other remaining years have lowest growth
percentage rates of 4.21%-1996-97, 3,34%-1986-87, 1.70%-1987-88,
and 1.71%-1989-90.

Taxes on Vehicle has yielded the growth percentage of 7.43%-
2002-03, 7.13%-2003-04, 6.99%-2004-05, 6.30%-2001-02, 6.21%-
2005-06, 5.91%-2000-01, 5.40%-1987-88, 4.75%-1995-96, 3.99%-
1996-97, 3.85%-1986-87, 3.64%-1994-95, 3.57%-1990-91, 3.36%-
1989-90, 3.17%-1991-92, 3.07%-1988-98, 3.01%-1992-93,

Taxes on Goods and Passengers have  high growth rates of
24.51% during 2000-01. This is followed by 4.68%-1987-88, 4.45%-
1988-89,3.94%-1990-91, 3,89%41 986-87, 3.61%-1989-90, 2.92%-1992-
93, 2.89%1991-92, and 2.04%-1996-97. While the other remaining
years have lowest percentage rates as follows, 1.66%-1995-96, 1.31%-
2003-04, 1.14%-1994-95, 1.05%-2004-05, 0.92-2001-02, and 0.10%-
2002-03 '

Electricity Duties has yielded growth percentage rates of 15.43%-
2001-02, 14.32%-2000-01, 13.83%-1994-95, 12.73%-2002-03, 12.12%
-2003-04, 12.05%-2004-05,11.62%-1991-92, 10.79%-1996-97, and
10.76%-1995-96. This is followed by 8.25%-1 986-87, 7.09%-1987-88,
6.99%-1989-90, 6.99%-1990-91, 6.47%-1992-93, 4.76%-2005-06,
3.26%1988-89, Entertainment tax has yielded growth percentage rates
of 2.72%-1986-87, 2.01%-1987-88, 1.54%-1988-89, 1.37%-1989-90,
1.17%-1990-91, 1.06%-1991-92, 0.98%-1992-93, 0.89%-1995-96,
0.88%-1996-97, 0.73%-1997-98, 0.72%1994-95, 0.68%-1998-
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99,0.64%-1999-2000, 0.60%-2001-02, 0.49%-2000-01, 0.37%-2002-03,
0.35%-2005-06, 0.33%-2004-05, 0.32%-2003-04.

Other Taxes &Duties has yielded growth percentage rates of
2.79%-1986-87,  1.34%-2002-03, 1.31%-2003-04, 1.23%-1988-
89,1.23%-1999-2000,1.21%-1997-98, 1.15%-1987-88, 1.15%-1998-99,
1.12%-2001-02, 1.14%-1990-91, 1.06%-2000-01, and 0.97%-1992-93,
0.98%-1995-96,0.95%-1994-95,  0.89%-1996-97, 0.83%-1991-92,
0.78%-2005-06, 1.01%-1989-90.

The vyield from income tax, excises and other sources also
increased substantially. The sources of revenue like the Sales-tax and
the Income-tax, were becoming more and more lucrative. It can be seen
from table 3.2.3.1, that the yield from sales-tax increased from the
Rs.864.50 crores in 1986-87 at 62.30 percent to Rs.10000.00 crores in
2005-06, thus registering a growth of 53.96 percent. During the same
period contribution of agricultural income tax was more than doubled
and it increased from Rs. 35.94 crores to Rs.488.55 crores. From the
analysis of the figures of the revenue for the plan period, it is apparent
that sales tax emerged as the most expanding source followed by taxes
on Vehicles ,tax on goods and passengers, Electricity Duties,
Entertainment tax , and hence other taxes and duties. The contribution
of Union Excise Duties was moderate and increased substantially from
Rs.86.26 crores at 6.26 percent in 1986-87 to Rs. 977.75 crores,
registering growth rate of 5,28 percent. The new yield from corporation
tax, tax on wealth, Custom Duties and services tax have been
increasing gradually,4.30 percent, 0.85 percent, 3.75 percent, and 1.49
percent respectively in  2005-06. Stamps and Registration as a source
of revenue to the Government of Gujarat has been rising substantially
from Rs.52.84 crores in 1986-87 at the rate of 3.80 percent to
Rs.1200.36 in 2005-06, registering growth rate of 6.48 percent. The

revenue from this source increased considerably upto 1990-91. After
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1990- 91 there was a tendency in this source to fall on account of fall in
the value of land, abolition of Zamindari system, floods and droughts

etc. Again it rese up to 2005-06.

So far as the revenue from land is concerned, it is of the nature of
a regressive tax. The yield form this source contributed a small portion
to the total revenue of the Gujarat Government. The contribution made
by entertainment tax was nominal as it was a temporary source of
revenue. The yield derived from non-tax source was satisfactory. It was
at Rs. 557.13 crores in 1986-87, which increased to Rs. 3162.336.70
crores in 2005-06 (25.70%, 12.58%). Likewise, taxes on income
occupied the second position in the budget of the Government during
plan period due to advocacy of greater share in the Central taxes.
Likewise, the income from sources under the head ‘Non-Tax Revenue’
has continually increased from Rs. 557.43 croses in 1986-87 to Rs.
209.76 crores in 2005-06 (RE), its percentage to total revenue has also
a tendency to alternatively increase or decrease year after year and
finally it showed a diminishing trend i.e. from 25.79 % in 1986-87 to
12.58 % in 2005-06. The growth of public revenue from both the tax and
non-tax sources indicates clearly that the Government of Gujarat has
relied more upon the additional taxation and revision of existing taxes
after the Seventh plan period. The Table 3.2.2.1 reflects that the
interesting features in the increase in revenue during the period under
review has been that although the income from sources under the head
‘Tax Revenue’ has increased reasonably from Rs. 35.94 crores in 1986-
87 to Rs 488.56 crores in 2005-06.

120



121

658 £0°6 VN LYT0Y LOOL 9511 €901 €'l 95°01 65°C1 % HimoanH
€Tess SPO1S VN 00°LLE 86°LYE 9L'60¢E 8T°6LT 8L°P0E 9T'661 LLyLY XB], o[BS [eljUd)) ‘8

09°¢s 69°sS VN LS09 9'9¢ 06'v9 8T°6S 86°C1 60°'tS 0E'79 Y% Himo01DH
LE'E6SE | 66'S8IE VN 00°¢¥IT 00°0s61 86°6ELT LEVEST P67 | 9¢°0201 05°v98 Xg], sa[eS ©
€€°0 LEO VN 6¢°0 8¢€0 o 1570 wo 10 LYo % WmorH
9¢'17 80°1C SVN wyl 0T'el 0071 6T°€L 05701 P8 Ly9 SPXY IS p
0s°s €LYy VN p6'€ (3% Loy 9T 18°¢ 85°¢ 08'¢ Y% Mo
8P'seE 89°0LT VN 01°9%1 87°SE1 97°sel |2 %1181 698 69°L9 y87s uope.sidoy pue durelg'e
0Tt 920°L VN 98°0 £€6°0 87’1 8T'1 £I'L 66°0 (2} % PMoID
8Y'LL SL09 VN 00°CE 00°Te o1°ve 90t 79°¢T £8°81 PUIT INUAIY pue]
L0 LL'e VN ] ) § JA Wl €L1 el w1 ¢S°'1 % PMOIH

S 4 oy VN oLty 124114 90'8¢ 29 44 13411 89'97 1$'1¢ 3 ‘uorssajoxd uo saxe, |
soxej 91e18° 4

£9°LT or'LT VN L9'8Y 8¢°L1 901 9¢'91 €5°LT 1161 888 % UIMOLD
9T'6ETT £9'8L6 VN LO°T69 91°L09 97087 69°8ZY 18°L6¢E 9°09¢ jYAXAL V-{e30L
yS01 6701 VN 8y't1 69’11 98'9 P01 o1'Cl Lo'el 97’9 % Uimo.rH
8T'I89 91°68% VN LETOY L8OV 06°€8Y PeoLT TSOLT 09957 6898 San(Y ISPXY uolu}'g
60°'L 18°9 VN 619 68°¢ 65°€ (AN pe's £€0°9 68T % Y3M01D
86°LSY LY'68¢ VN 0€'67C 67°¢0T 9£'96 SE'8ST I 69'€TT $6°S¢ XEJ, QWOUL'] SAXE ], [BJUA]) Bl 348YS YV
IINODDY BNUBAIY Xe] aodt]

01 6 8 L 9 € 14 € (4 1

96-S661 | S6-P661 y6-£661 q €6-7661 ¢6-1661 160661 | 066861 | 68-8861 | 88-L86T | L9861 SIM-I83K, W]  ON ‘IS

(52101 Uy *SY)  90-SO0Z 03 L8-986T Porrad uerd oy Supinp jeaeno ur aNUIAIY JUIWILIFAOL) JO SPUIL], PUE PMOLD) ['7T'E e ]




[44!

SO'PYS8 | 6£°908L VN LY'186% 90°€70S | LT6LEE | VYUT09E | 69'SETE | LP'O08T | TL'6SIT (D TIVLOL ANVED
€9°§ oL VN 95701 8’8 L' LES 81Tl 8591 66'6 % YIM0IH
SL'08Y 6L°96S VN Lr9ts 148444 78°S67 T4L°007 £6€ 1999 LTSIT anuLAdYy HBYO LI
L8] t44:1} VN €0°sY 6€°¢L P6'IY £§'Ct Wit 0791 6L’ST ' % UYIMOID
LT'T09T | IT'88P1 VN L98yL 68 FCIL 9t E0Y or'eIs 06°TLS L8yey €0°LeS ’ SNUBAIY Xe L -uoN IS I1
€9'SL 6TEL VN jA 475 9L'89 1€°6L 88'IL oL 1T°L9 yTr9 ‘ % HIMOID)
€I79v9 | 6VITLS VN €€°90LE €0'pySPE | 60°089T | €V'88ST | TR'BITT | O6T'988T | TY'L8EL : IFIV.LOL
LET8 68°78 VN I8 wig $5°68 vres 6¥°78 88°08 6£°06 : Yo UIMOID
LTIES | 98TPLY VN 9T¥10¢ L89Y8T | £8°66£T | E€L6SIT | TOILBY | LSSTST | ITVITL : . gIViOL
860 €6'0 VN L60 £8°0 400 § 10°0 €1 ST'1 6L'T : % UIM0ID)
SLE9 pEPS VN 98°st wsee £v'0e §6°6T 06°LT (458 14 pL'8E . saun( pue sIXE L, PIPO 01
68°0 LW VN 86'0 901 iry LE'T el ©OI0T wt Yo WPMOIH
ITLs 00’1y VN 05'9¢ 05'9¢ 9T1€ se y8ve 08°'LE LLLe . Xg ], Juduruiel iy ¢
9L'01 - E8°€T VN Ly9 911 66'9 66'9 9¢'8 60°L 18 , % YIM0ID)
86°669 1T16L VN ¥8°6€T JEL 6£°L8T L6'081 19°681 88°ttl WELl . sonn( Apo1uaspy 8
99°1 14 VYN L6'T 68'C ¥6't 9€ sty 89’y 68't ‘ Yo WIMOLD
0€°L01 or'eH VN 00°01T 00°001 167601 $E'€6 $6°001 LT'88 6°ES staduassed Pue Spooy) uc soXe L’
sL'y ¥9°¢ YN 10°¢ Lr'e LS'E 9¢'€ o' or's S8’ ‘ % UIMOID
69°S0¢€ L1807 VN 89°111 £'601 SL'S6 60°L8 91°0L 68°101 0¥'es : S3[OIYIA UG SINELQ
1T ' £6°8 VN 8t°8 wi ITIL TeT wi oL’ e . % WMOID
66"0€L ¥6°01S VN 89°01¢E 65°TVT L6867 p8ee 68°0L1 61°0¢ 69°LY . $12IQ0
0L'SE €LSE] VN w'zy w'sy 1w SE'LY 60'9¢ iy 8Ty ' % WPM0ID
ET°LOET | 09°8S1C VN TELSST EF65EL | STIETL | SYSTTI $6'818 10°108 P0'TY9 ' Xe], s3jeg 9818 'q
(1) 6 8 L 9 5 14 € (4 I
96-5661 | S6P661 P6-€661 | H £6-7661 76-1661 | 16-066Y | 06-686Y | 68-8861 | 88-L86Y | L8-9861 ’ SIM-IBIX, WA  CON IS

(310D W 'SY)  90-S00T 03 L8-9861 powxad ueid oY) Surnp jeieing ul oNUIAIY JUAWILISAOLS) JO SPUIL], PUE YIMOID ['7°Z°€ 31GEL " PIUO)D




(14!

€701 65°01 £9°01 £9°01 9°6 06’6 S6'L or's ST 8TL % YImos)
00°0061 0" Lo9l 00°L6ET €T LSTY ILsion 99'1501 00088 88°6YL 00°969 00'959 XBJ saeg wnua) ‘e
96°€S pL'YS 671 pyLS 95°'pS (431 76'1S 1818 8LpS 60°LS % YIM0ID
00700001 79'80€8 85°691 €1TeTy 0P°LERS EL'IP6S 00°0SLS p8S6LY 00°079¢ 09°LE0Y Xu ] safeg ¢
6T0 1€°0 A €0 24 ] 8¢°0 €0 670 veo LED Y YImoary
69'vs 60'LY STy iy Ly LEOY 96'vE STLT 68°8C L9t ASIOXF 2B ¥
859 re'9 879 L6'S w's 90°S 69y Ly's SES 1% % YIMOoa)
9€°0071 08°796 L9YE8 88°6Y9 I+'6ES YLES 007028 £T908 y8 oSy L6t uoneasifoy pur dwwng'c
<07 $6'1 926°0 88'0 18°0 LLD 6L°1 8.0 80 9.0 % Wnorn
. 00°08¢ 69°vET 6L'9TY 61'S6 $6'98 £€5°18 007661 86°1L 6V°69 S0'89 ANUIAY purT]
180 180 9L'0 680 L8'0 66’0 PLO 180 99°0 £9°0 % YIMOIS)
00°0 9L'TEY $5°66 $9°S6 1£°€6 08501 00°Z8 £E'SL §5°SS 0£'8y *a30 ‘vossojoad wo soxe], |
. sIxXE] MeIs g
0s°81 £9'v1 06'vL 1A L6'EL 86°€1 6091 €LLY 91°81 80°8I % YIMOLH
£9'16EE . 89'077C 8'Le61 SYeEl £EE6rL SLELST P8I8LY 091991 LYIESE | LL8LTY v-eis ],
8TS Loy 69y ey 66'% SL'8 916 7801 86°01 LSTY % Mo
LSLLLG vm.bs 6£'919 09 96°SES S8'876 5101 11°Z001 06°ST6 SR°LI8 SOUIN(Y ASPX uoufyg
9T 970 a4 Loe €92 90’9 £6'9 069 sTL 759 Yo WMOLD
SS'88P $9'90p $9'07€ £E'STC 0T'€87 06°Fp9 TE'89L 6¥'6£9 L6'S09 | T609Y XBJ SWOJM]'] SIXE], [B.US)) UJ 0ICNS V
07 61 81 LY 91 St ¥1 £L 44 14 JUNOODY SNUDADY SWIODU)
9007-S00C | SO00Z-Y00T PO-£00T £0-200¢ 20-100¢ 10-000T 00-6661 66-8661 86-L661 | L679661 ASIM-IBIX WAl CON IS

(53101 WT 'SY) 90-S00Z 03 L8-986] porrad ueid oy3 Supmp jete(ns Ul GNUIAIY JUIUIUIIACY) JO SPURLY, PUE IPMOID) ['T°7°C dlqe] PIio))




144

‘paapuny Aq psydnmu axnpuadxa [830) 03 WA YIE3 Jo o381 Sune[nd[ed AQ PAUIBIqQ ST % YIMOLD) 310N
1edearypues) ‘exelns) Jo JUSLILIIAOK) *SINSEIS PUE SOHIUIOUOIY JO 3JL10)0a1(f ‘Arvurming fespd[euy uy © 9818 1waelus g up spedpnyg 904008

YSRTIST | P6'PITOT | TSLPIBL | CCSLSLL | 90°986ST | 6S'BELST | TTWB6EY | YLTVLTL | SB'SSLOL | 9H'BE6S (IH+IH+DTVLOL ANVED
99°€T L8'6 LO01 SETT €6 £C11 85’9 9’ 0L'e 06'L % moan
I8°TEPE SYL66Y | SO'OESL |  88'S66T | 9TO6YL |  L8'8IL] 8Y'€86 L8'8IL 6U'86€ |  S690L S0UDAIY SOOI
€571 sTS1 €LY SET £5°€7 81T LL'EL |15 ¢4 £TET 86°71 % 1M04D
££°791¢€ 060€ | SEILIE | 88'S66E | PEOLE | STOMEC |  VI'STOL |  6Y99LT | SE'ELVL | S8'6SII 110N 91838 1
SYEL 68'YL 00°TL 68709 ST'L9 85°LY 6T6L S9TL 1¥'8L 6L % YmoaD
OV'EESST | OO'LLIST | T6'8CIEY | LS'CB80T | 98'PELOY | LS'0T90I | 6S'SLOIL | BELST6 | NO'PEPS | 99LLOL I"TV.LOL
6918 €58 80°S8 SS'L8 60'98 81's8 06°€8 Lres 8’18 2618 % UMD
SLIPIST |  TE'9S6ZL | GOISTYL | 70°6TS6 | ESIVI6 |  TEIK06 | SLT6L6 | BLSISL |  PI'T069 | 68°T6LS 4IVLIOL
8L'0 (44! el vE'T (43 90°1 €1 SI'T 68'0 68'0 % Wmosn
00'pY1 98'891 0S"TLL Y6'SPI 80°0C1 99211 TI'9€T 76'901 08'vL €9 SN puE SAXEY, 1130 O}
'SE°0 £€°0 €0 LED 090 6¥'0 ¥9°0 89°0 v8°0 88°0 % WmoLn
00°$9 6UTS 8C'LY 60°07 08'v9 00°€s 89°0L 1L79 00'1L 00'79 XU, JUSMUIBLIIUY 6
9.6 S0'71 (4%4! £L°T1 £rst (348 SE'ST £9°ST wse 6L°01 % M09
17'3081 LO'GZSY |  6T'76ST | WRESEL |  TS'9S9T | O0TLST | O0°00LL | LULWYT |  LLTIOT |  SO0°E9L san( ALY §
w1 SO0'1 £ 010 260 $5'0 $€°1 190 LLT p0'T % WM0ID
67681 11091 6LILL 60°11 11°66 60'97 00°0S51 Y179 06'8v1 | 8S'PYI sfoBussse  puw SPo0D w0 SIXBYL
Yy 66'9 Er'L €L 0£'9 16'S LE'S L6y 6EY 66'C % Y01
O0°0SIL | £6°0901 6£'996 TT'808 £9°9L9 STLT9 00°059 12°09% 06695 | 66’187 SSPIYIA U0 SIXEL'Y
£L6 vL'6 16'6 8511 66'01 L8°01 LSTT 9L'01 §T°6 Iy % WMoID
00°€08E SCBLYL | OCTOET | 98°09TI |  SG6LIY | SLWSIL | 0078TL 70'966 0S'8LL |  SE'0SY SWPQ 9
86°c€ e wWHE £2°SE 4543 L 69°Z€ S6'7¢ 11°9¢ 79'8¢ % M09
00°L679 L8'TTLS | STOLYY | PUVESE | WHLUO9E | TEYELE | 00°88SE | p6'6VOE |  OS'SPIE | ST'IELT XB], $JUg 3J1S °q
0T 61 L 91 st 4 £1 (4! LA JUNODDY BNUBASY SwWodU|
90075007 | SODZH00T | PO-€00Z | €0-C00Z | Z0-T0OC | Y0-000Z | 00-666T | 668661 | 86-L661 | L6-9661 OSIM~IBRR, W) ON IS

(53101 T 'SY)  90-S007 03 L8-9861 porad uerd o) Surinp jeae[ns Ul onUdAN JUSHILIFACS) JO SPUILL PUE [PIMOID) [-7-7-€ A[qEL " PIu0))




3.2.3 ANALYSIS OF GOVERNMENT EXPENDITURE

Likewise, fhe r_evénue’ receipts of thé Gujarat government, the
expenditure:also:touchéd a new height during this period, especially on
primary and secondary functions of the State including administration,
law and order, land revenue, excise, stamps, debt services, social
services consisting of education, public health and medical and
developmental services consisting of agriculture, forests, industries,
rural development, irrigation, co-operative credit and civil works, leaving
apart large expenditure incurred on miscellaneous and extraordinary
heads. The grand total expenditure On revenue account has increased
from Rs.2469.24 in 1986-87 to Rs. 25463.13 crores in 2005-06 during
the Seventh and Eleventh plan period respectively. In the same period
grand total expenditure on capital account were Rs..1331.98 crores
and Rs.9756.35 which is much less than expenditure on revenue
account The price spiral caused by Economic Reforms of different
segments of the economy and liberalization, expansion of rehabilitation
programmes after earthquake, and redevelopment of the affected
towns and areas, the expansion of social and secursty services from
communal divide, and other supply schemes were responsible for rapid
~growth in the expenditure during the Tenth plan period as shown in

Table 3.2.1.1

It is quite apparent from the Table 3.2.3.1 that there was a
phenomenal rise in the expenditure of the State Government during
plan period. The expenditure on debt services was moderate and had

increasing tendency. Direct demands on revenue increased by 9.88 %
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during the period 1986-87 to 25.39 percent in 2005-06. Expenditure on
security services including general administration, administration of
justice, Jails and convict settlements, police, ports and politage and
miscellaneous departments increased from Rs. 572.12 crores to
Rs.11277.98 crores betweenvthe period 1986-87 to 2005-06 at 23.12
percent and 44.25 >percent respectively. The percentage growth of
expenditure on administrative services was 8.28 % in 1986-87 and 4.68
percent in 2005-06. Social services include scientific departments,
education, medical and public health, agriculture, rural development,
veterinary, co-operation, civil aviation and industries. The expenditure
on social services was almost doubled during the period. Another
important characteristics of trend of public expenditure was that through
out the entire period from 1986-87 to 2005-06 social services, economic
services and security services claimed major share of the total
expenditure. The highest growth rate of nearly 22.34 % was witnessed
in expenditure on education. Thus, there had been a significant shift in

the public expenditure of Gujarat Government.

The post-Economic Reform levels of high expenditure and
revenue were maintained during the Eight, Ninth, Tenth and Eleventh
plan period (1989-90 to 1994-95,1995-1999,2000-2005). The budgetary
position of the State indicated an increase both in revenue and
expenditure. as shown on Table 3.2.1.1 The percentage growth of
._.revenue and expenditure_during the_period was at the rate of 64.96 %
and 72.25 % respectively which showed a slight difference of
percentage growth between the two, recording a deficit oriented
budgetary pattern. The overall budgetary position of the Government of
Gujarat was potentially sound during the plan period.

On the expenditure side, owing to the schemes of all-round socio-

economic development under the Plans, the total amount of public
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expenditure of the Gujarat Government, as already mentioned in the
Table3.2.2.1, has tremendously increased from Rs.2469.24 crores in
1986-87 to Rs. 3093.07 crores in 1987-88 and Rs. 15393.94 crores in
1999—2000 (BE) to Rs.18959.37 crores in 2000-2001(B.E).

in utilizing the public money, the Government of Gujarat
seems to have been very cautious in diverting larger shares of money to
the development activities. The expenditure on development schemes
concerned with the development of irrigation, civil works, electricity
schemes, agriculture, rural development, community projects, social
services etc., has substantially increased from Rs. 1882.53 crores in
1986-87 at 76.23 percent to Rs. 14077.10 crores in 2005-06, recording
a growth rate of 55.28 percent. Table 3.3.1 shows that there has been a
continued rise in the amount of ‘Developmental Expenditure’ from Rs.
1882.53 crores to Rs. 14077.10 crores in 1986-2005 (BE) and its
percentage to total expendituré has also a tendency to alternatively
increase or decrease year after year and finally it showed a diminishing
trend i.e. from 76.23 % in 1986-87 to 55.28 % in 2005-06.

The expenditure on ‘Non-Development’ heads like Civil
administration, direct demand on revenue, debt services, etc. has no
doubt increased simultaneously from Rs.572.12 crores in 1 986-87 to
Rs. 11277.98 crores in 2005-06 which has an uninterrupted increasing
trend. Also, the percentage to total expenditure has been gradually
rising at increasing trend. from- 23.17 percent of 1986-87 to 44.25 -
percent in 2005-06(RE) during the plan period. It is really a peculiar look
of the non-development expenditure.But the overall expenditure on
such items when compared with the total public expenditure incurred by
the Gujarat Government has actually decreased on the basis of
percentage. While in the year 1986-87 the Government of Gujarat spent
23.17 % of its total expenditure on the non-development heads as
shown in the Table 3.2.3.1, it proposed to spend only 44.23 % of the
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estimated total expenditure in 2005-06. This is really an

uncommendable situation in the sphere of the budgetary position of the
~ Government. The most important trend comes out from Table 3.2.3.1 is
that the percentage growth of development expenditure has a gradual
increasing trend at decreasing rate from 76.23 % in 1986-87 to 55.28 %
in 2005-06, while on the contrary the percentage growth of non-
development expenditure is increasing gradually from 23.17 % in 1986-
87 to 44.23 percent in 2005-06. It means development expenditure is
decreasing proportionally and non-development expenditure is vice-

versa.

.~

3.2.4 OVERALL BUDGETARY POSITION OF THE
STATE DURING 1986-2005

Table 3.2.1.1 shows that from the period 1986-87 to 2005-06 the
budgetary position of the state Government has been showing
increasing trends. In absolute terms both the total receipts and
disbursements of the State on the combined revenue and capital
accounts had shown a substantial rise during the period 1986-87 to
2003-04, the rate of increase in expenditure being greater. Total
receipts which amounted to Rs.3358.5 crores in 1986-87, have
increased to Rs. 44074.54 crores in 2003-04, total disbursements show
a fise from Rs.3801.22 crores in 1986-87 to Rs. 45303.64 crores in
2003-04. The percentage growth of both recéipts and expenditure was
~ 45.71 and 52.11 respectively during the period 1986-05. Though, the
increase was not so impressive in both the revenue and eXpenditure
sides of the budgets. There were many ups and downs in the trends of
the growth of public revenue and expenditure of the Government. As in
2004-05 both revenue and expenditure on the combined account had
fallen from Rs. 44074.54 crores to Rs. 35219.48 crores and from Rs.
45303.64 crores to Rs. 35219.48 crores respectively during 2003-06
generating only a small portion of the surplus on the front of budgetary
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structure. The decline in terms of percentage was 31.65 and 23.17 both
in receipts and expenditure respectively. During the period 1986-05 the
capital account of the State at first showed a deficit for thirteen years
and then a surplus up to 2005-06. From 1986-87 to 2005-06 there was
a deficit of Rs. 133.20 crores and 2691.79 crores respectively. The
salient feature of the capital account was that there was a deficit in
capital receipts too in 1999-00, which amounted at Rs. 4238.94 crores.

Owing to the recovery of the State from the natural calamity of
earthquake at richer scale 9.5 which had damaged most regions of the
state including kutch. The revised estimates for 1991-9Z as compared
with the actuals for 1990-91, showed a deficit in the aggregate
budgetary position by Rs. 5.12 crores due to large increase in
expenditure on revenue account and marginal surplus on capital
account as shown in the overall statement of the Budgetary position of
the State. Similar was the position in the budget estimates for 1999-200
with slight changes. In the budget estimate there was a sharp decline in
the deficit of the revised estimates of the previous year from Rs. 74.26
crores in 1996-97 to Rs. (+)79.70 crores in 1997-98 owing to smaller
increase in revenue account and larger increase in receipts on capital
account recorded an increase from Rs. 39.24 crores to Rs. 42.87 crores
on revenue account and from Rs. 39.24 crores to Rs. 42.87 crores on
revenue account and from Rs. 28.73 crores to Rs. 49.54 crores on
capital account. the position of disbursements in this year was greater
oh revehue account. The overall budgétary positidn during 1988-
89,1989-90, 1990-91, and 1992-93, 1996-97,1998-99; 1999-2000 (R.E),
2000-01 (B.E), 2001-02, 2002-03,2003-04(R,E), 2004-05(M.E), of the
State was on the verge of deficit at Rs.45,36 crores, Rs.137.11 crores ,
Rs.65.11 crores, Rs.82.05 crores, Rs.74.26, Rs.143.27 crores,
Rs.591.83 crores, Rs.684.91 crores, Rs.387.91 crores, Rs.8.85 crores ,
Rs.406.62 crores, Rs.226.07 crores, due to heavy concentration on
revenue expenditure as shown on Table 3.2.1
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The financial position of the State, as a whole, reflected the
growing strain, arising among other things, from stepping up the plan
outlay, economic reforms, particularly in the last two years of the Eight
plan period, while on overall surplus emerged in 2005-06 in place of the
continued deficit in the preceding seven years. The tendency of
aggregate surplus growth abruptly increased from margina'! increase of
Rs. 79.70 crores in 1997-98 (B.E) to a sizeable increase of Rs. 565.01
crores in 2005-06.

Over the periods 1986-87 to 1987-88, 1994-95 to 1995-96 and
1997-98 the overall budgetary position showed a sudbstantial growth in
surplus. In other words, the combined revenue and capital account of
State revealed a surplus position in each of the five years from 1986-87
to 2005-06. The aggregate surplus in 1986-87 was Rs. 11.25 crores,
which subsequently decreased to Rs. 17.28 cores in 1987-88 and then
decreased and increased to Rs. 565.11 crores in 2005-06. The sudden
fall in the aggregate surplus was due to the implementation of social
security measures contemplated by the Government to upward revision
of pensions and liberalization of family pension rules. But the
Government had taken a step to recover the fiscal situation of the State
during these periods and for this announced 10 % cut in traveling
allowance and contingenéies, no new posts to be created unless the

need becomes inevitable.

The year 1990-91 which marks the end of the Seventh Plan was
perhaps the most difficult one for the country as well as the states due
to continued pressure on prices and the inadequate performance of the
economy. The failure of late monsoons resulting in drought conditions in
several parts of the country and the Indo-Pak conﬂiét, placed additional
burdens on the economy particularly in the spheres of production,
prices and agriculture. These developments have severely strained the

budgetary operations of the State Governments. The State of Gujarat
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budget for 2000-01, a year of transition from the Tenth Plan to the
Eleventh Plan, was faced with the difficult situation particularly because
of the rising expenditure in recent years and its expansionary impact on

the economy.

3.3 GROWTH AND TRENDS OF DEVELOPMENT
EXPENDITURE IN GUJARAT DURING PLAN
PERIOD 1986-87 TO 2005-06

Economic planning with developmental and welfare programmes
has given the birth of voluminous public expenditure in the State. In
other words, growing public expenditure is a direct off-shoot of planned
economic development. Revenue and capital expenditure of the
Government of Gujarat increased tremendously in course of plan
period. Since the inception of planning in the country, revenue
expenditure is divided into two parts development e*penditure and non-
development expenditure. The present section deals with the Revenue
Expenditure.

3.3.1 Growth And Trends Of Development Revenue
Expenditure During Planning Period 1986-87 to 2005-06

Table 3.3.1 reflects a clear picture and recent trend of
development expenditure in Gujarat from the period 1986-87 to 2005- -
06.Table No.3.3.1 vividly exhibits that during the period of twenty years
of planned economic development there has been a steady and fast
growth in the volume of the total revenue expenditure at current prices.

Revenue Expenditure on Social Services

Expenditure on Social Services Education has yielded the highest
growth percentage of 22.34%-1990-91, 21.68%-1989-90, 21.35%-1995-
96, 21.14%-1996-97, 20.69%-1994-95, 20.69%-1997-98, 20.02%-1998-
99, 19.71%-1991-92, 19.64 %-1992-93, 19.26%-1999-2000,
18.98%1997-98, .This is followed by 16.90%-2002-03, 16.04%-2005-
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06, 15.57%-2003-04, 15.55%-2004-05, and 14.34%-2001-02, during the
plan periods.

Public Health- and family welfare yielded the highest growth
percentage growth rates of 6.59%-1986-87, 6.39%-1998-99, 6.37%-
1989-90, 6.15%-1990-91, 6.03%-1999-2000, 5.81%-19997-98, 5.68%-
1987-88, 5.68%-1988-89, 5.53%-1992-93. 5.48%-1994-95, 5.34%-
1995-96, 5.15%-1991-92, 5.15%-1997.-98, While the other remaining
years have the lowest growth percentage rate as follows, 4.84%-2000-
2001, 3.95%-2002-03, 3.76%2004-05, 3.71%-2003-04, 3.15%-2001-02,
during the Tenth plan period. _ -

Water Supply, sanitation, housing and Urban Development has
yielded the highest growth percentage rates of 4.44%-2003-04, 4.27%-
1999-2000, 4.25%-1987-88, 4.23%-1986-87, 3.92%-2005-06, 3.89%-
2000-2001, 3.54%-2004-05, 3.49%1992-93, 3.38%-1998-99, 3.27%-
1997-98, 3.26%-1989-90, 3.26%-2002-03, 3.24%-2002-03, 3.21%-
1990-91, 2.85%-1994-95 , 2.82%-1997-98, 2.79%-1996-97, 2.23%-
2001-02, 2.71%-19991-92,  2.50%-1988-89, whereas the other
remaining year has the lowest growth percentage rate of 0.31%-1995-
96 in Gujarat during the plan period 1986-87 to 2005-06.

Information and Broadcasting yielded growth percentage rates of
0.28%-1990-91, 0.28%-1992-93, 0.22%-1991-92, 0.21%-1989-90,
0.20%-1986-87, 0.19%-1988-89, 0.18%-1996-97, 0.17%-1987-88,
0.16%-1997-98, 0.16%-1999-2000, 0.15%-1995-96, 0.15%-2000-01,
0.14%-1994-95, 0.14%-1998-99, 0.13%-2003-04, 0.11%-2004-05,
0.10%-2002-03, 0.09%-2001-02,0.09 %-2005-06 during the plan period.

Welfare of Scheduled Castes, Tribes and other Backward
Classes has experienced growth percentage rates of 2.91%-1999-2000,
2.73%-1992-03, 2.64%-2000-01, 2.63%-1990-91, 2.58%2005-06,
2.55%-1989-90, 2.50%-1996-97, 2.48%-1995-96, 2.41%-1991-92,
2.39%-1994-95, 2.20%-1997-98, 2.36%-1997-98, 2.28%-1998-99,
2.13%-2003-04, 2.09%-1986-87, While the other remaining years have

132



]

lower growth percentage rates as follows, 1.97%-2004-05, 1.96%-1988-
89, 1.94%-1987-88, 1.86%-2002-03, 1.52%-2001-02.

Labour and Labour welfare has yielded growth percentage rate of
1.71%-1986-87, 1.48%-1988-89, 1.30%-1987-88, 1.15%-1989-90,
0.79%-1991-92,  0.76%-1992-93,0.75%1994-95,  0.75%-1997-98,
0.74%-1996-97, 0.74%-1990-91, 0.73%1995-96, 0.73%-2000-01,
0.68%-1999-2000, 0.62%-1998-99, 0.64%-199798, 0.52%-2005-06,
0.57%-2002-03, 0.52%-2003-04, 0.51%-2004-05, 0.44%-2001-02

Social welfare and Nutrition has yielded highest growth
percentage rate of 41.52%-2004-05,This is followed by 12.14%-2001-
02, 6.74%-1987-88 , 5.49%-1986-87,5.22%-2005-06, 4.39%-1997-98,
4.17%-1988-89, 3.96%-1991-92, 3.94%-1992-93, 3.76%-2002-03,
3.54%-2003-04, 3.49%-1989-90, 3.18%-1999-2000, 2.91%-1995-96,
2.79%-2000-01, 2.78%-1998-99, 2.53%-1996-97, 2.41%-1994-95,
2.39%-1997-98, 1.43%-1990-91,during the plan period.

Others has yielded growth rate of 0.16%-1989-90, 0.16%-2005-
06, 0.13%-1986-87, 0.13%-1987-88, 0.13%-1990-91, 0.13%-1991-92,
0.13%-1992-93, 0.12%-1995-96, 0.12%-1988-89, 0.11%-1996-97,
0.11%-1997-98, 0.10%-1994-95, 0.11%-2000-01, 0.10%-1999-2000,
whereas the other remaining years have the lowest growth percentage
rates as follows, 0.09%2002-03, 0.09%-2003-04, 0.09%-2004-05,
0.08%-2001-02.

Revenue Expenditure on Economics Services

Agrich!ture and Allied Activities has yielded the highest growth
percentage rates of 7.53%-1988-89, 6.67%-1987-88, 6.19%-1990-91,
6.37%-1991-92, 5.58%-1992-93, 5.39%-1989-90, 5.19%-1986-87, This
is followed by 4.69%-1997-98, 4.39%-1995-96, 4.26%-1996-97, 3.94%-
2001-02,3.87%-1999-2000, 3.76%-1997-98, 3.68%, 3.64%-1998-99,
3.61%-2005-06, 3.56%-1994-95, 3.56%-2004-05, 3.21%-2003-04, while

the other remaining year has lower growth percentage rate as what
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follows, 2.94%-2002-03 in Gujarat during the plan period 1986-87 to
2005-06 respectively.

Rural Development has yielded the highest growth percentage
rates of 6.64%-1990-91, 6.05%-1986-87, 5.91%-1987-88, 5.91%-1992-
93, 5.61%-1991-92, 5.29%-1988-89.This is followed by 4.88%-1989-90,
4.15%-2000-01, 4.11%1997-98, 4.08%-1991-92, 4.02%-1995-96,
3.95%-1996-97,3.93%-1998-99, 3.93%1999-2000, 3.51%-1997-98,
3.29%-2004-05, 3.00%-2005-06, while the other remaining years have
the lowest growth percentage as follows, 2.70%-2002-03, 2.65%-2003-
04, and 1.67%-2001-02 during the Jenth plan period .

Special Area Programmes has yielded the growth percentage
rates of 0.31%-1986-87, 0.31%-1990-91, 0.30%-1989-90, 0.28%-1988-
89, 0.27%-1987-88, 0.27%-1992-93, 0.26%-1991-92, 0.26%-1995-96,
0.25%-1994-95, 0.23%-1996-97, 0.23%-1997-98, 0.17%-1997-98,
0.17%-1998-99, 0.14%-1999-2000, 0.13%-2000-2001, 0.12%-2002-03,
0.12%-2003-04, 0.122004-05,0.11%-2001-02, 0.11%-2005-06, during
the Seventh, Eight, Ninth, Tenth and Eleventh plan period.

Irrigation and Flood control has vyielded the highest growth
percentage of 16.05%-1987-88, 15.72%-1986-87, 12.58%-188-89, -
11.31%-1989-90, 10.16%-2000-01.This is followed by 9.74%-1998-99,
9.69%2004-05, 9.68%-2003-04, 9.56%-1994-95, 9.45%-1997-98
9.05%2002-03, 8.54%-1991-92, 7.95%-2001-02, 6.86%1997-98,
6.59%-1996-97, 5.69%-1999-2000 Whereas the other remaining years
have the lowest growth percentage rates as follows, 3.38%-1992-93,
3.23%-1995-96, 2.91%-1990-91, and 1.39%-2005-06 during the plan
period.

Table 3.3.1 reveals that Gujarat’s revenue expenditure on
irrigation has been increasing at a decreasing trend from one Plan to
another till the Annual Plans, both in absolute terms as well as in its
percentage, to total development expenditure. Expenditure on irrigation

fell down from Rs 388.19 crores (15.72 % of development expenditure)
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in 1986-87 to Rs354.33 crores (1.39 % of development expenditure) in
2005-06.

Table3.3.1 indicates that higher attention was given to the
facilities of irrigation in Gujarat during the Seventh and Eighth Plan
periods on account of the experience gained by the Government during
1986-87 and 1990-92 in which failure of monsoon put the whole
economy of Gujarat in a condition of severe drought, (and brought)
planning to a dead halt by immensely damaging the farm sector which
still accounts for about 56 % of the Gujarat’s total national income.
Irrigation is the kingpin of agricultural productivity, however sincere
efforts have not yet been made so far in Gujarat towards conjuncture

use of surface and ground water resources.

Revenue expenditure on Energy has the highest growth
percentage rates of 15.63%-2001-02, 11.26%-1997-98, 11.19%-2003-
04, 10.35%-1998-99, 10.35%-2002-03, 9.44%-1994-95, 8.91%-1999-
2000, 8.48%-2004-05, 8.15%-2005-06, 8.07%-1991-92, 7.87%-1995-
96, and 7.59%-2000-01.This is followed by 5.78%-1997-98, 3.96%-
1990-91, 3.84%-1996-97, while the other years have the lowest growth
percentage rates as follows, 1.72%-1989-90, 1.30%-1992-93, 0.23%-
1986-87, 0.11%-1987-88, and 0.10%-1988-89 during the Seventh,
Eighth, Ninth, Tenth and Eleventh plan period respectively between the
budget and actual.

The development expenditure on energy schemes under revenue
Account during Seventh Five Year Plan was Rs.5.60 crores in 1986-87
that accounted for 0.23 % of the total development expenditure. It
increased to Rs. 3551.10 crores in 2001-02 during the Tenth Plan
period, which recorded a rise in percentage growth (15.63 percent) of
the total development expenditure. And Rs.2074.37 crores in 2005-06,
which account for 8.15 percent of the total development expenditure.
Table 3.3.1 reveals that Gujarat’s revenue expenditure on energy has
been increasing at a decreasing trend from one Plan to another till the
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Annual Plans, both in absolute terms as well as in its percentage..
Expenditure on energy fell down from Rs.2219.36 crores in 2002-03
(10.35 percent) to Rs.2074.37 crores in 2005-06 (8.15 percent) of the -
total development expenditure. Energy/Power is one of the most -
important infrastructure for economic development in the present
century. It is a barometer of economic development of a country. In fact
the level of economic development of a country can be measured by
the volume of production and consumption of energy. It is a vital input
for agriculture as well as industry and it is needed for all segments of
economy for their respective development. That's why a high priority
has been given by the Government of Gujarat to the expansion and
strengthening of the electricity generating capacity and the transmission
and distribution system to carry through the programme of agricultural
and industrial development.

Industry and minerals has yielded the highest growth percentage
rates of 3.09%-1991-92, 2.99%-1990-91, and 2.08%-1989-90. This is
followed by 1.82%-1992-93, 1.82%-1994-95, 1.79%-2000-01, 1.78%-
1995-96, 1.74%-1986-87, 1.72%-1987-88, 1.49%-1996-97, 1.49%-
1998-99, 1.43%-1997-98 and 1.37%-1988-89, while the other remaining
years have the lowest growth percentage rates as follows, 1.24%—2002—
03, 1.15%-2004-05, 1.10%-1997-98, 1.05%-2003-04, and0.94%-2005-
06 in Gujarat during the plan period 1986-87 to 2005-06.

Transport has yielded the high growth percentage rates of 6.99%-
1990-90, 6.42%-1986-87, 6.35%-1987-88, 6.03%-1989-90, during the
Seventh and Eighth plan period. This is followed by 4.12%-1997-98,
4.08%-1995-96, 4.05%-1988-89, 3.99%-1992-93, 3.93%-2005-06,
3.89%-1991-92, 3.86%-1998-99, 3.75%-1994-95, 3.68%-1997-98,
3.23%-1999-2000, 3.07%-2002-03, while the other remaining years
have the lower growth percentage rates as follows, 2..87%-2000-01,
2.70%-2004-05, 2.64%-2003-04, 2.60%-2001-02, and 1.72%-1996-97
during the ©plan period respectively.Communication, Science,
Technology and Environment, and General Economic Services have
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the lowest growth percentage rates throughout the plan period 1986-87
to 2005-06 in Government of Gujarat.

7 It was found that increase in the percentage of expenditure on

social services (39.44%) was greater than that in the case of
expenditure on economic services (36.80%). The most remarkable
observation is that the percentage growth of economic services to the
total development expenditure (42.81%) was higher in comparison to
social services (33.22%) in the Tenth Five Year Plan, which took a
reverse turn in the Eleventh Five Year Plan.

An examination of the constituent heads of expenditure in the
Table 3.3.1, Education (in social services group) recorded the highest
percentage increase (22.34%) in the Eighth Plan over the Seventh plan,
whereas Irrigation and Flood control (in the economic services group)
occupied the second position with 16.31 % increase and Energy (in the
economic services group) the third position with 15.63 % increase
during the Tenth plan period. Agriculture (in the economic services
group)the fourth position with 7.53 % increase during the Seventh plan
period This finding clearly shows that the State Government Provided a
very high priority to the expansion of academic facilities in the State; on
social services head and the achievements of Energy, Agricultural and
irrigation and Flood control projects and rural development on
economic services front.

As regards the magnitude of expenditure, Education accounted
for the largest proportion (22.34%) of development expenditure
throughout the Ninth plan period under study. Next to Education,
Energy Development recorded the highest proportion (15.63 %) of the -
total development expenditure. Agricultural Development recorded the
moderate proportion (7.53%) of the total development expenditure. This
may be one reason for the poor agricultural development in Gujarat and
growing poverty in the rural areas.
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3.3.2 Growth and Trendé of Development Capital
Expenditure During Planning Period 1986-87 to 2005-06

On the other hand, Table 3.4.1 reveals that the development on
capital acCouht in absolute terms increased more than 10 times during
the period from 1986-87 to 2005-06.Total dévelopment capital
expenditure ware Rs.596.60 crores in 1986-67 which rose to
Rs.6206.07 crores in 2005-06. In percentage terms, it witnessed 63.61
percent growth in development expenditure in 2005-06 which was
44.79% in 1986-87. So far as plan-wise growth of development capital
expenditure is concerned, it indicated a higher increasing trend. It varies
from 44.79 percent in the Seventh plan (1986-87) to 63.61 percent in
" the Eleventh plan (2005-06). Increase in expenditure on social services
development during the period was lower than, that, on economic
services development. The greatest increase in expenditure was
recorded in lIrrigation and flood control (Rs. 1261.79 crores which
accounted for 42.30 percent followed by energy ( Rs.372.39 crores),
recording 22.83 percent and education(3699.46 crores). Next to
Irrigation, energy, and education, the- item urban development has
recorded the greatest Development Capital Expenditure.
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increase in expenditure (Rs.650.62 crores ) which accounted for

14.59 percent of the total development expenditure in 2000-01

3.4. GROWTH AND TRENDS ' OF NON-DEVELOPMENT
EXPENDITURE IN GUJARAT DURING THE PLAN PERIOD
1986-87 TO 2005-06.

Table 3.4.1 exhibits the growth and patterns of non-development
revenue/capital expenditure in Gujarat from the Seventh Plan to the
Eleventh Plan. Period from 1986-87 to 2005-06. It is evident that
General services has yielded the lowest growth percentage rates of
1.22%-1994-95, 1.04%-1989-90, 1.06%-1997-98, 0.98%-1995-96,
0.94%-2002-03, 0.88%-1997-98, 0.67%-1986-87, 0.65%-1987-88, -
0.62%-2000-01, 0.57%-2001-02, and 0.07%-1999-2000.

Fiscal services has lower growth percentage rates of
1.43%-1992-93, 1.24%-1991-91, 1.18%-1990-91, 1.07%-1987-88,
1.07%-1989-90, 1.06%-1999—2000, 1.03%-1986-87, 0.96%--1995-96,
0.96%-1988-89, 0.96%-1997-98, 0.95%-1994-95, 0.93%1998-99,
0.91%-2000-01, 0.90%-1996-97, and 0.85%-1997-98.

Interest payment has the highest growth percentage rates of
25.39%-2005-06, 25.22%-2004-05, 24.09%-2003-04, 23.06%-2002-03,
during the Eleventh and Tenth plan period. This is followed by 19.69%-
1995-96, 18.49%-2001-02, 18.48%-2000-01, 16.98%-1992-93, 16.70%-
1996-97, 15.74%-199495, 15.42%-1997-98, 14.45%-1998-99, 12.95%-
1990-91, 12.48%-1989-90, 12.28%-1997-98, while the other remaining
years have the lowest growth percentage rates as follows, 10.64%-
1988-89, 9.96%-1987-88, and 9.88%-1986-87.

Administrative services has the highest growth percentage rates
of 9.16%1990-91, 8.68%-1989-90, 8.28%-1986-87, 7.57%-1987-88,
7.43%-1988-89, 7.23%-1991-92, and 7.23%-1994-95. This is followed
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by 6.49%-1997-98, 6.37%-1996-97, 6.37%-1992-93, 6.24%, 1998-99,
6.14%-1997-98, 6.09%-1999-2000, while the other remaining years
havethe lowest growth percentage rates as follows, 5.39%-2000-01,
5.26%-2002-03, 4.76%—2004—05, 4.74%-2003-03, 4.44%-2001-02, and
1.48%-2005-06.

Pension and retirement benefits yielded the highest growth
percentége rates of 19.28%-1996-97, 11.79%-1997-98, during the Ninth
plan period. This is followed by 8.84%-2000-01, 8.39%-2002-03, 8.09%-
1999-2000, 8.07%-1998-99, 7.88%-2004-05, 7.49%-1992-93, 7.24%-
2001-02, 7.16%-2005-06, 7.08%-2003-04, 6.28%-1997-98, whereas the
other remaining years have the lower growth percentage rates as
follows, 5.05%-1994-95, 4.99%-1990-91, 4.64%-1989-90, 4.43%-1988-
89, 4.256%-1991-92, 3.30%-1986-87, 3.17%-1987-88, and finally 1.82%-
1995-96.

This shows that between the period 1986-87 and 2005-06,
non-development expenditure on revenue account witnessed an
absolute increase of Rs. 11277.08 crores. In percentage terms, there
was a gradual increase of 44.25 % in the volume of non-development
expenditure in 2005-06 over the period 1951-562. It is clear from Table
3.4.1 that there has been a continuous increase in the quantum of non-
development expenditure from 1986-87 to 2005-06. The plan-wise
structure of non-development expenditure reveals that during the
Seventh Plan the total non-development expenditure was Rs. 572.12
crores forming 23.17 % of the total revenue expenditure, which further
increased to Rs. 884.90 crores, Rs. 1040.20 crores, Rs. 1182.90 crores
and Rs. 1816.92 crores, Rs. 2278.29 crores, Rs. 3533.91 crores, Rs.
11277.98 crores,during the Seventh, Eighth, Ninth, Tenth, and Eleventh
periods réspectively. Only in the Ninth Plan period there was a fall
(Rs.3657.07 crores) in the growth of non-development expenditure in

absolute terms. However, the decline has not been very significant.
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Table 3.4.3 shows the growth and trends of Non Development
Capital Expenditure in Gujarat from the Seventh Plan to the Eleventh
Plan period from the year 1986-87 to the year 2005-06.

It is evident that General Services Capital Expenditure has
increased from Rs.0.81 Crores in 1986-87 to Rs.18.96 Crores in 2005-
06. In % terms it has increased from 0.06% in 1986-87 to 0.19% in
2005-06. It was highest in the year 2003-04. i.e. Rs.32.16 Crores and in

% terms it was 0.45%.

Public debt in from of (1) Internal debt of the State Government
and (2) Loans and Advances from the Central Government has
increased from Rs.228.59 Crores in 1986-87 which was 17.16% of total
Non Development Capital Expenditure to Rs.3247 Crores which was
33.29% of total Non Development Capital Expenditure in the year 2005-
06. Public debt was highest in the year 2001-02. It was 18510.44
Crores which was 90.31% of total Non Development Capital
Expenditure.

In form of Internal Debt it was Rs.68.49 Crores which was 5.14%
in the year 1986-87 which increased to Rs.657.66 Crores, which was
6.74% in the year 2005-06. But it was highest in the year 2001-02. It
was Rs.17768.20 Crores which was 96.06% of the Public Debt.

In form of Loands and Advances from the Central Government it
~was Rs.16.10 Crores which was 12.04% of Public Debt in the year
1986-87 which has increased to Rs.2590.32 Crores which was 26.54%
of Public Debt. But it was highest in the year 2003-04 it was Rs.4652.79
Crores which was 21.45% of Public Debt.

Non Development Capital Expenditure is also in form of the
Loans and Advances by the State Government. It was Rs.70.98 Crores
which was 5.33% of the Total Non Development Capital Expenditure in
the year 1986-87 which has increased to Rs.283.34 Crores in the year
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2005-06. But it was highest in the year 2003-04 it was as highest
Rs.2010.13 Crores which was 9.26% of the Total Non Development
Capital Expenditure.

Non Development Capital Expenditure is also in form of other
expenditure. It was Rs.435 Crores which was 32.66% of Total Non
Development Capital Expenditure in the year 1986-87 which was
incurred only in very few years and now for many years it is almost not

their. It is just zero (0) for many years.

Thus Total Capital Expenditure i.e. Development Expenditure &
Non Development Expenditure has increased from Rs.1331.98 Crores
in the year 1986-87 to Rs.9756 Crores in the year 2005-06.

But we can see from the Table 3.4.3 that during 3 annual plan i.e.
in the years 2001-02, 2002-03 & 2003-04 Total Capital Expenditure was
very high. It was Rs.20496.35 Crores, Rs.20752.38 Crores &
Rs.21696.21 Crores respectively.

But, on examination of the proportion of non—develop‘ment
expenditure to total revenue expenditure during the plan periods, one
finds that its percentages are erratic and has not been continuous. The
most striking trend of non-development expenditure on revenue
account, as visible from the table, is that it has increased rapidly in
Gujarat both in absolute and relative terms but its percentage to total
-revenue expenditure has ‘declined slightly. There are several factors,
which have contributed to the growth of non-development revenue

expenditure in Gujarat: -

(a) The first and foremost factor which influences the growth of non-
development expenditure is that public activities have grown very
rapidly and the task of its maximum fulfilment has been owned

by the Government of Gujarat.
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(b) Another, one of the most important factors

government, which is democratic.

b e ‘é;
. | % "w.’;ﬁ* o
(c) Next contributory factor is the mounting intergst ™ ,yme{&@t;

loans raised by the Government of Gujarat. *mom A

(d) And, price-spiral is the contributory factor, which determines the
growth of non-development expenditure in the form of payment

as a dearness allowance and etc.

In brief, democratization of administration, upward revision of pay
scales, increased dearness allowances and mounting interest
charges have been among the influential factors contributing to the

rapid growth of non-development expenditure in Gujarat.
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3.5.0 CONCLUSION

On the basis of analysis, attempted in this chapter, it may be
concluded that the growth and pattern of public expenditure including,
budgetary position, development expenditure on Revenue and capital
accounts of Gujérat are of substantial nature and has been increasing
during the plan periods. '

The growth and pattern of public expenditure in Gujarat based on
empirical evidences reveal that expenditure both development and non-
development on revenue and capital accounts has witnessed a
phenomenal rise during the plan period of 1986-87 to 2005-06, on
account of the inception of planning in the country with developmental

and welfare programmes launched by the democratic government.

During the plan period, the growth of expenditure on revenue
account has been quite progressive and has covered more than 68 %
(in average) of the aggregate expenditure in each year between 1986-
87 and 2005-06. It constitutes 76.23 % growth of the aggregate
expenditure in 1986-87 which increased to 77.10 % in 1987-88, and
increased at decreasing trend to 55.28 percent in 2005-06.

The position of revenue expenditure during the period of 20 years
of planned economic development makes it clear that there has been a
steady and fast growth in the volume of the total revenue expenditure at
current prices. It became more voluminous particularly after 1986-87. In
between 1986-87 and 2005-06, the total revenue expenditure has
~ grown up from Rs. 2469.24 crores to Rs. 25463.13 crores which was 10
times higher, constituting 72.29 % growth; while between 1997-98 and
1998-99, it further gathered a more rapid stride in its growth from Rs.
12143.14 crores to Rs. 15606.16 crores, rising more than 2 times, i.e.

by 81.05 %. The main reasons of the rapid rise in the volume of the total
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revenue expenditure during these years were the frequent visits of

drought and flood to the state economy.

The development expenditure on revenue account in absolute
terms increased more than 8 times during the period from 1986-87 to
2005-06. Total development revenue expenditure was Rs. 1882.53
crores in 1986-87 which rose to Rs. 14677.10 crores in 2005-06. In
percentage terms, it witnessed 55.28 % growth in development
expenditure in 2005-06 over the period of 1986-87. So far as plan-wise
growth of development revenue expenditure is concerned, it indicated a
higher increasing trend, having grown from Rs. 1882.53 Trores in the
Seventh Plan to Rs. 14677.10 crores in the Eleventh Plan. But its
percentage allocation in the proportion of development expenditure to
the total revenue expenditure was not so imperative. It varies from
76.23 % in the Seventh Plan to 55.28 % in the Eleventh Plan. In this
way the percehtage growth of development revenue expenditure makes
the significant revelations, that, Gujarat has lagged behind despite

witnessing rapid expansion of the volume of development expenditure.

We found that increase in the percentage of development
expenditure on social services (39.44%) was greater than that in the
case of exbenditure on economic services (36.80%). The most
remarkable observation is that the percentage growth of economic
services to the total development expenditure (42.81%) was higher in
comparison to social services (33.22%) in the Tenth Five Year Plan,

which took a reverse turn in the Eleventh Five Year Plan.

An examination of the constituent heads of expenditure in
the Table 3.3.1, Education (in social services group) recorded the
highest percentage increase (22.34%) in the Eighth Plan over the
Seventh plan, whereas Irrigation and Flood control (in the economic
services group) occupied the second position with 16.31 % increase

and Energy (in the economic services group)the third position with
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15.63 % increase during the Tenth plan period. Agriculture (in the
economic services group) the fourth position with 7.53 % increase
during the Seventh plan period This finding clearly shows that the State
Government Provided a very high priority to thel expa'nsion of academic
facilities in the State; on social services head and the achievements of
Energy, Agricultural and Irrigation and\ Flood control projects and rural

development on economic services front.

As regards the magnitude of expenditure, Education accounted
for the largest proportion (22.34 %) of development expenditure
throughout the Ninth plan period under study. Next to Education,
Energy Development recorded the highest proportion (15.63 %) of the
total development expenditure. Agricultural Development recorded the
moderate proportion (7.53%) of the total development expenditure. This
may be one reason for the poor agricultural development in Gujarat and
growing poverty in fhe rural areas.

The declining percentage of expenditure on industrial
advancement creates impression that the Government of Gujarat is not
sincere and serious to make Gujarat industrially sound and developed
despite being holder of immense reserve of natural resources. As
regards civil works, much progress has been made, since
Independence. Still a lot remains to be done, to bring the advantages of
the schemes of development to the rural folk. In this way, it appears that
- the-Government of Gujarat has been giving greater attention -to the
development of social services in the state, rather than, economic

services.

During the period of planned economic development, the non-
de{relopment revenue expenditure witnessed an absolute increase of
Rs. 11277.98 crores, showi'ng a gradual increase of 44.25 % in the
volume of non—developmen{ expenditure in 2005-06 over the period of

1986-87. The most noticeable trend of non-development revenue
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expenditure is that it has increased rapidly in Gujarat both in absolute
and relative terms but its percentage to total revenue expenditure has
declined slightly. Among the various broad heads of non-development
expenditure in Gujarat, the highest increase was recorded in the case of
" expenditure on debt service which shot up from Rs. 243.99 crores in
the year 1986-87 to Rs. 6465.42 crores in 2005-06, closely followed by
the item of administrative services then pension. Capital expenditure
behaved rather differently. As a matter of fact, the growth of expenditure
outside the revenue account has gained unusual prominence since the
launching of economic planning in India. During_the plan period, the
total capital outlay has increased more than 17 times, and out of this
total capital disbursement, expenditure has been more than 98 % on
development services and only less than 2 percent has been on non-
development heads. The most important finding of capital outlay has
been that the growth pattern of non-development expenditure appears
to be erratic and irregular. No significant growth in the pattern has taken
place in all these years (1986-87 to 2005-06) and it did not add any
contribution of the growth of non-development expenditure. Only in the
Seventh and Eighth Plan periods marginal growth of non-development
expenditure can be seen on account of internal debt of the State
Government and loans and sdvsnces by the central Government and
hence overall total of non-developmental expenditure in the same
period.

Thus, the growth of capital outlay on development and non-
devélopmént expenditures has tremendously; increased to a sizeable
volume during the period 1986-87 and 2005-06. Interest payments and
repayment of loans by the State to the Centre and other components of
total disbursements do not pose any further burden on the financial

resources of the State.
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In short, Public expenditure, as a model of growth orientation,
cannot be effective unless the government strengthens the public
distribution system so as to supply the essential commodities at
reasonable prices to the poor people so that economic growth does not
create social injustice. The effort of the state for the expansion of the
social services is partly frustrated by the abnormal rise in prices. To
maintain stability in prices, public expenditure has to be incurred on the
productive forces of the economy so as to provide more availability of
commodities in the competitive market for keeping the prices of
essential consumer’s goods down. Thus, public expenditure has to be
geared not only fo accelerate the process of growth but also to maintain
economic stability, produce goods that can satisfy the needs of growing
economy and the common man, and, promote social justice. Economic
development with the help of public expenditure policy or fiscal policy is
not merely the concern of the government itself, but, in democratic set
up, it is also the concern of the people. People must have moral
standard and national character to utilize public funds in best
advantageous manner and should remain always cautious to eliminate
wasteful expenditure especially in the light of the poor saving potential
in the state.

From the above observations/ conclusions, the following
suggestions may be followed for toning up fiscal administration of the
State, so that, the resources of the State of Gujarat may be put to

optimal use:

1. Public expenditure policy should be based on continuous study of
economic trends and rates of economic growth in different
sectors of the State. Resources of the State should be spent
preferably where they contribute most to the national income and

lead to narrow down the regional imbalances.
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The financial year starts from the 1st April and it ends with the
31st March. This practice does not suit our situation. When the
budget is finally passed by the 31st March, allotment for the
different heads reaches the work points by the month of June and
July. In case of major public works of construction and earth-
work-nature preparation of estimates and allotment of work etc.
take at least two months and when the deck is cleared for starting
work rainy season starts and in this way actual work starts either
in the month of December or January. Hardly two months are left
to complete the work and to spend the allotment. Every body is
aware of the nature of March-loot marked with all sorts of
bungling, misuse and misappropriation of fund in a bid to avoid
lapsing of the fund and its surrender. If the present financial year
of 1st April to 31st March is changed to 1st September to 31
August, there will be more time available for execution of the work

and better use of the fund allotted for different work-heads.

The Government should avoid, “Community Fraction Expenditure”
which stands for the maintenance of law and order in the State
caused by the petty slogans affecting a particular community or
the other only to show their loyalty to the respective section of the
people. But this type of action of the Government takes a form of
group clash in the society and the volume of in fructuous
expenditure like the maintenance of law and order expenditure is
bound to increase, which in the lohg run, frustrates economic
growth. |

To avoid embezzlement and misappropriation, all the heads of
the departments should inspect annual stock, taking materials
and equipments and cash books under their jurisdiction after
completion of the records and a report of inspection should be

sent to the higher authorities stating the discrepancies, if any,
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along with advices for the recovery of loss from the individuals
concerned. If an officer is generally issuing certificate of correct
material stock, and, inspection report without physical verification,

he must be dealt with iron hands.

The Government should avoid the reliance oh over drafts of
R.B.l., as far as, possible to meet the financial needs of the State,
because it leads to financial indiscipline; and frequent price spiral

in the economy disturbs the rate of economic growth.

The present system of public works is completely dilatory
because the contractors are the parasites on public purse of the
society. To avoid the exploitation from this class of the society,
the unemployed engineers should be entrusted with the
responsibility of public construction, who have the good
knowledge of the field. The Practice of unskilled contractors
should be immediately dropped.

To avoid ‘March Loot, the Government should convince the
heads of the departments that if carry over is desirable for the
purpose allotted to them, it would be done as a routine work in
the following budget also, otherwise, rush of purchases at the
close of the year must necessarily lead to undesirable

consequences.

The Government should set up a special cell in the Finance
Department to assess the progress of works for which public
funds were allotted to the various departments. Those executive
officers who are found in laxity must be punished severely to cite

their case as a example for others.

It is generally found that the publication of P.A.C. reports is not in
time and hence its recommendations lose much of their validity

and the follow-up action by the Government is also delayed which
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10.

frustrates the sincerity of the honest officers. So, the reports of

the Committee should be published in time.

The borrowing pattern of the Government of Gujarat would need

a radical change. Every effort should be made to make capital

- expenditure .productive. More over, the size and composition of

the capital expenditure of the State should be determined with

much greater attention.
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