Chapter IV 3

GROWTH OF EXPENDITURE ON SCCIAL AND COMMUNITY SERVICES

In this ehépter we exemine the growth of the expen-
diture on Social and Community Services and we follow it up
' cwnd
by enalysing the distributional pattern of Socialhcommunity

Services.

Social and Community Services comprise Education, Art
and Culture, Scientific Services and Research, Medical, Family
Planning, Public Health and Water Supply, Housing, Urben
Development, Labour and Employment, Information and Publicity,
Social Security and Velfare, Relief on Hatural Calamities

end Other Social and Community Services.

An emmeration of the general causes for the rapid
increase in Social and Community Services expenditure will
help us to understend the intensity and magnitude of this
expenditure categorys Richard M. Bird maintained that *the
virtually worldwide nature of the upward surge of social
expenditures in recent years is essentially a reflection of
some of the basic political, social and ideclogical changes
which have occured over twentieth century'. The specific

reasons narrated by him are as follows :
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Redistribution Policy of the Governments.

" Increase in population and urbanization.

-Rise in percapitas income. As per capita income levels

rise people will demand more of "luxuries" such as
health, care and education.

Expend iture on Public Heal th and Education are considered
88 investment in human capital.

Another factor, which may intluence the course of socilal
expenditure is the way in which they are financed. It
has, for example, been argued that programmes financed by
earmarked taxes uway tend to increase more rapidly than
those financed by general revenues. ,

Political reasons. The wel fare expenditures are subject
$o political manipulation. Poiitical forces, to some
extent, account for the initiation and expansion of
various soclal programmes. Indeed it has been even
suggested that changes in social expenditure programmes
have been sometimes 'so timed to win elections for the
party in power'. Further it has been felt that, "all these
factors may have helped to create a climate in which

increased public financing of health, education and

soclel welfare was seen as economically beneficisal,

socially desirable and politicaily necessary."1

Richard M. Bird: Growith of Govermnment Spending in Canada
(Canadien Tax ¥oundation, Toronto) 1970, Pp.160-162.

Also see B.U. Ratchfords Public Expenditure in Australia
(Duke University Press, Durhem) 19b9é P.262 and 269s A

Prest® Public Finance in Developing

ountries (ELBS BEdition)

1975, pp.117 and 127.



Yet another reason is that Government may feel the
ﬁrovisioﬁof social mervices as its moral obligation."Iurther
more, even where concern for equality is of over riding impor-
tance, it is not alwéys clear that goverments see iwprove-
ments only in terms of changes in the distribution of inconme.
It is possible that governments are concerned more to reduce
inequalities of access %o éome forﬁs of bapic services than
to other forms of conéumptlon believed to be less necessary.
Govermments may well consider that there is & morsl obliga-
tion to ensure a reasonable degree of equality of access to
a minigﬁm level of food consumption, shdlter, education and
health care rather than being overly concerned about income
distribution &s such. Such concerns probably also reflect
an\gppxeciation of the {gxternalities' deriving from & healthy
population and in that case income distribution objectives
are difficult to distinguish from snother identified objective
of gqvernment health policies discussed below - an iwmprovementd

in the level of health standards for its own—sake."2

The enphasis on social services becouwe greater since the
. Second Five Year Plan, One of the aims of the Second Five
Yeor Plan was to reduce inequalities of income and estabvlish

more even distribution of economic power. The Planning

The Orgenisation for Economic Cooperation and Developments:
Public Bxpenditure on Health: Studies in Resource Allocation
NOC4(0ECD, PariS)g 1977, _’0045',
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Commission stipulated that, "The pattern of investment in the
plan, the direction of economic activity gi&en by State action,
the iupact of fiscal devices used for mobilising tﬁé résources
needefl for the plen, the expansion of social sgrvices and

the institutional changes in the sphere of land ownership and
management, the functioning of joint stock companies, the
managing ageuncy gystem and‘tpe growth of cooperative sector
under state sponsorship, all these determine the points at
which new incomes will 5e generated and the manner of their
distribution“.3 1t is thus obvious that the emphasis, so far
as public expénditures were concerned, was on the increasing

provision of social services.

A, Growth of Expenditure on Social and Community Services.

Table IV.1 shows the growth of expenditure on social
and Community Services. On the lines of analysis followed
in the previous chapter we trace the growth of socisl and
conmunity services expenditure period-wise, (1) 1957-58,

(2) 1962-63, (3) 1967=63,. (4) 1972~73 and (5) 1977-78.

A.1 Levels of Percapita Expenditure.

‘The percapita expenditure on Soecisl and Community

Services was at the maximunm level at Bedo 78 and 15.16455 in

Govermment of Indie, Planning Commission, Second Five Year
Plan, pe33. -
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_ Kerala in 1957-58 and 1962-63 respectively. But Kerala was

feplaced by Jemmu & Kashmir in the next two periods. The

Social and Commmnity services expenditure per capita was at

the pealk level in 1967-68 and 1972=73 in Jammu & Kashmir at

B503248 and B.6C.57 respectively. In1977-78 FPunjeb emerged to

the first place with its per capita figure at [5.89.64,

The per capita expenditure was at the bottom level in

Uttar Pradesh at B.3.16 in 1957-58, at B.5.28 in 1962-63, at

E5.10.53 in 1967-68 and in Bihar ot 15.20.94 in 1972-73 end at

B54%1.88 in 1977"78-

Table IV.2

Measures of Inter~State Variation in Percaplite Expenditure

on Soclial and Community Services

I, Ratio between the lowest and highest per capita

expenditure level s

1957-58 133
1962-63 133
1967-68 153
1972=73 13
197778 133
e ~Tean  Stendard ~ Coofficient oF
, (in Bs.) deviation variation(In %)
195758 5465 1454 27425
1962~63 10.42 2.75 26439
1967-65 20,55 5 69 27.68
1972=73 39.62 11.72 29.58
1977-78 63.18 1547 24 .85

Source?! Derived from Table IV.1.
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A.3 Rate of Growth of Expenditure on Social and

" Community Services.

The percapita experditure on this function increased
tremeadously both at current and comstant prices over the

period of twentfy-one years in all the states.

With' the exception of Haryena, Jammu & Kashmir, Maehara-
shitra and Rajasthan the rate of growbth of Social and Community
1Services expémditure was greater thén that of Economic
,Services in all the states. Moreover the expenditure on
Social and Community Services grew faster than the expenditure

on Administrative Services in all the stateg over the twenty-

one years period under our review.

1

The share of total expenditure devoted To Social and
Comrmunity Services had an'upward trend in all the states
except Jammu & Kashmir_where it almost remained unchanged.
The claim of Economic Services had a downward movement in all
the states except Haryana, Jammu & Keshmir, Maharashira,
Punjab and Rajasthan. The administrative services as a pro=-
portion of total expenditure was higher than Socizl and
Community Services in Jammu & Kashmir, Punjab and Uttar
Pradesh in 1957-58. In 1962-63 also it was higher in Jammu &
Kaeshmir. The share of these two services ﬁere almost egual

in Rajasthan in 1957-53, and in Uttar Pradesh in 1962-63.
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Ixcept these veriations, the share of Social and Community
Services iﬁ:total expenditure was higher in all the other
states in these years and too high in all the sixteen states
during tﬁe subsequent years. In all. the states the claim of
Social and Community Services in total revenue expenditure
had an ascending order while that of administrative services
showed descending order throughout the twenty-one years from
1957~58 to 1977~78. It is, therefore, not inappropriate to
refer here, that, "The proportion of total expenditure devoted
to social expenditures tends to rise in the course of
economic developuent which means it grows at a faster rate

than the average of other governmeﬁt expen&itures."4

B. Distribution of the Expenditwre on Social and

Community Services.

A discussion on the distribution of the expenditure
on Social and Community Service is warranted to know the items
A
that contributed most to the increase in social and community

services expenditure.

Table IV.3 presents the constituents of social and
comunity Services expenditure.

Amidst the components of Social end Community Services

Bducation dominates others. Medical and Public Health stands

next to it. On &He average education accounted for 60.61% and

Richard S. Thorn: "The Evolution of Public Finances During
Economic Development," The Manchester School of Economic and
Social Studies, Vol.I, XXXV, Lo.1, January 1967, p.23.

!
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and 58.03%% of the Socisl and Community Services expenditure

in 1957-58 and 1977~T8 respectively.

The share of Medical and Public Health varied from 18.65%
in Kerala to 25.06% in Jammu & Kashmir in 1957-58. By 1977-78
the enhanced share of this service ranged from 20.66% in

Kerala to 30.28% in Jammu & Kashmir.,

The other fuuctional heads Housiné; Labour and Employment,
Relief on natursl calamities and 'others' had individually
taken smaller shares. 50 we are not interested in all of them.
We make a reference to Housing, Social Security and Welfare
and Relief on Watural Calamtieis.

\
B.2 Housing :

"The expenditures on Comuwunity Development and Housing
refleect a combination of consumpiion and production externa~
lities. To the extent that the housing levels of the poor
affect the welfsre of the other members of society, govern-
mental intervention is needed to provide an adequate housing

"5

services. This signifies the importance of housing.

Housing inciudes expenditure on Direction and Administra~
tion and residential housing schemes such as village housing
schemes, Slum Clearance, beautification of rural and urban
areas, Police housing schemes, Industrial Housing Schenes,
Rental Housing schemne, Housing for weaker Pecticuns of the

Community etc.

John F. Due and Ann F.Friedlander: Government Financesg,
Economics of the Public Sector. (Richard D. irwin, 1llinois),
1977, D107,
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In the first plan two urban housing schemes were formula-
/7t§& and they were subsidised Industrial Housing Scheme and
iSW Income Group Housing Scheme. Dﬁring theSecond Plan six
more socilal housing schenmes, ngmely, (1) Subsidised Housing
Scheme for Plantation Workers, (ii) Slum clearance Schene,
(i13) Village Housing Project Scheme,'(iVB Middlé Tacome
Group Housing Schemes (v) Rental Housing écheme for State

Government Employees and (vi) Land Acquisition and Develop~

nent Schene were taken ups

The Pifth Plan sought to achieve the following objectives
and they sre (i) preservation emd improvement of the existing
housing-stock; (ii) prov:.sion of hpuse-sites t0 landless
labourers as part of the Minimum Weeds Programme, (iii)
continuance of existing schemes $0 provide subsidised house
" 10 certain weaker sections of the community; (iv) expansion
of support to institutionsl agencies such as Housing end
Urban Development Corporations and Housing Boards under the
State Governments to ewable them to provide assistance for
the benefit of low income and middle income groups and (v)
intensification of research in and development of cheap

building materials,

We can observe from Table IV.% that the propqrtion of

total expenditure speunt on housing is meagre and the pro-
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portion has declined by 1977-78 in all states except Mahara-
shtra and Tamil Nadu. The percentage of total expenditure
spared for housiig in 1977-78 was highest in Maharashira by

2.47% followed by Tamil Nadu 1.30% and Orissa 0.9%.

Even now there is acute shortage of housing in urban
and rural areas and much of the available accommodation is
qualitatively sub-standard. Upto the end of September 1977
about 7,61,550 housing units were constructed under the

various sociszl housing schemes.6

It has been argued that, "The poorest classes have
suffered most since the public housing const&uction has been
implemented with the middle classes in view, there has been
practically no elffort o house wozking classes. Even though
sorme of the dwallings built fér working classes are let for
subsidized rentvs, they still cost the workers too much.

7

Very little progress has been made in slum clearance.

B.3 Expenditwe on Social Security and Wel fare.

The next item that showed an ihcreasing tendency

by 1977-78 over 1957-58 is Social Security and Welfare. The

Governument of India, Ministry of Informtion & Broadcasting:
India, a Reference Annual, 1978, D.382.

Mohammad Zahir: Public Exvenditure and Income Distribution
in Indiae. (Associated fublishing House, New Delhi), 1972,0.%.
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importance of Social security had been stressed as early

88 195354 by the Taxation Enquiry Committee. 1t pointed out
that, "In advanced nations social security and Social
Services are imp}.enzented on a large scale and these measures
include unemployment iusurance, old age pension etc. The
social service expenditures in these countries have a
larger 'transfer payment' content in them. It is infact the
‘transfer paywment' of this nature that carry a more 'redi-
stributﬁve’ element in expen&itures.‘mhe need for such
expenditures in the Indian Context hardly requires auny

. 3
emvhasis",

Social Secwrity and Welfare includes expenditure on
Civil Supplies, Relief and Rehabilitation of lisplaced
persouns, welfare of Scheduled Castes,Scheduled Tribes and
Other Backward Classes, Social Welfare Programmes like
Education and Welfare of handicapped, Women's Wel fare, Femily
and Child Welfare, Welfare of Poor and Destitute, Minimum
needs Programme and Other Social Security and Welfare

Programmes such as Insurance Schemes, Pensions under Social

Security Schemes, Pensions to freedow fighters and their

dependents and protected saving schemes.

John F. Due andinn ¥, Friedlander point out that, "New

Governnment of Indiat Taxation Bnouwiry Commnission Report,
1953-54 ’ vol QI, p-1‘4-2-
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York and Massachusetts pay two te three times as much to
reciﬁ%nts\as,'séy, Mississippl or Alabama. Pinally, the

“9

welfare programe does not reach most of the poor. Same

is the case among the states in India.*

B.4 Expenditure on Relief on Natursl Calsmities.

Provision of relief to victims of natureal calamities
is one of the basic responsibilities of state governments.
This comprises the sperding on relief operatiorns necessitated
by the occurrance of natural calemities like famine, floods,
droughts and cyclone etc. This expeanditure category though.
took a smaller share in the total revenue expenditure in
most of the states occasionally it snatched away a sizeable
portion in some states. For instance in 1957=-58 Bihar and
West Bengal spent [.180 lakhs and B5.290 lakhs respectively.
In 1977-78thé Government spending on relief on natural cala-~
mities amounted to the tune of K.5306 lakhs in 4Andhra Pradesh;
501126 lakhs in Madhya Eiadesh, B541019 lakhs in Rajasthan,
B5.1025 lakhs in Temid Nadu and E.1135 lakhs in West Bengal.
Aé a proportion fo total expenditure, the spending in Andhra
Pradesh for relief from the devastation caused by the Cyclone

came upto 7.14% in 1977-78. The severity of this expenditure

John P. Due and fnn. F. Friedlanders gp.cit., p.121.
Govermment of India, Report of the Finence Commission, 13578,
p.i4. ‘
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on the state budget wiil be clearswhen we compare it with

the expenditure on. some other functional cetegories. In
197778 Andhra Prédéah had spent 9.00% of ite total on Medical
and Public Health whereas it happendto spend 7.14% on relief
on natural calamities. In almost 2ll the states this expendi-
ture function absorbed mwre than what had been spared for
individual itéms like Housing, Lebour and Employment andﬂ
'Othars' which have larger 'transfer payment' content in them.
Hence A. Premchand remarked that "The resources of the States
meagre as they were, were hardly adeguate to finance the
developmental activitics apd what little they had they spent
in off settivg the peripdio liabilities inflicted by fioods,
Fawines and droughts".1o Owing to the burden caused by the
raelief operations ﬁhe state governments opposed11 the Sigth
Pinance Commission's rocommexdation that, "the States, whick
are constitutionally resgponsible for provision of relief may
often be cailed upon to deai with siﬁuatioﬁs caused hy
locelised failureg of crops or distress vaused by floods,
oycloﬂeé and the like aﬁa other calamities. In our view,
states should be enabled to tackle on thelr own way such

. . o . . . .12
situations without having to invoke central assistance'.

L. Premeband. Gondrol of Fublic Ixpenditure in India.
(Allied Fublishers, Bombdy ), 1003y Dsl5s

See the Memorandums submnitted by the State Governmmenis to
the VII #inance Lommissich.

Government of India, Report of the Finance Commission,1973,p.66.
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However, considering the financial burden of the states the
Seventh Einaﬁbe;@oﬁmission asserted that, "the non-plan

expend iture on relief account hes been substantial in many ,
states and this could have been met only by economies in
maintenance expenditure and in Plan expenditure 28 well as
through budgetary deficits, which we consider undesirable.

We note here that on such occasions the State economy often
guffers a set back and the State budget some loss of revenue“,13
Ls such, it recommended two measures in favour of the states.
Regarding drought relief, if the relief exvenditure in any-~
year exceeds the margin provided by the comnmission as grant
and the state's plan contribution, then the extra expenditure
should be given by the Centre %o the fwll extent helf as
grant and half as logns. With regard to exgenditu;e on relief
and restoration of public works following floods, cyclones and
other calasmities of this aature, it suggested, that the Ceatral
assistance should be made available as a non-plen grent, not

ad justable against the Flan of a State or ageinst the Central
assistance for the Flaw, %o the extent of 75 ver cent of the
total expenditure in excess of the margin. The remaining 25%
should be borne by the State which would discourage ﬁasﬁeful

expenditure.14

Government of India, Report of the Finence Commission, 1978,
P52,

Tbid, D+5%.




139

This approach of the Seventh Finance Commission clearly
exposes the Severity of the expenditure burden borne by the

states.

How we take up the analysis'of the expenditures on the
functions Education and Medical and Public Health, the major

constituents on Social and Community Services.

B,5 Expenditure on Education¥*.

i

Foucation is a state subjects It claims the mejor chunk

of the expenditure charged to revenue.

The reasons for the growth of this expenditure are many
and varied. In tracing the growth of exvenditure on education
in developing countries A.R. Prest purported that, "It is
not difficult to see the reasons for these developments in a
gualitative way, It is partly a.mafter of population growth
and especislly urban population growbth, prartly that there is
an element of keeping up with the Jones in such matters,
but most inmportant of all, a belief in the idea that there
are real sdvaniages to be won from the accumulation of human
capital: greater physical end menmtal dexterity, betber
knowledge of job opportunities, greater willingness to take

risks and launcin oui into new enterprises and nsw jobs, the

The expenditure items (1) Amount transferred to Fund for
promotion of Education amongst educationally Backward Clesses
and (ii) Expenditure for promotion of Education among aduca-
tionally backward classes were booked under the major head
Bducation before 1874-75. As per the new classification we
have shifted them tv Social Security and Welfare.
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hope that more education countributes to the breaking down
of antiqueated class structures and possibly also to the
potential effects of slowing down the growth rate of vpopula-
tion.® He, further, has added, that, "I+t has not proved easy
tc disentangle purely economic determinants of education

expend iture in developing countries by econonetric cross-

" sectlon methodss it may wellbe that political and soveiel

- . 15
influences are the over riding ones."

Should education be publicly financed? It has been
argued that, "one socisl factor is a concern with Ystandards'
in edueation. Via public provision of education as well asg

public finencing the state can exert greater control over

standsrds. Presumed under this is the notion thet the state,

rather than the students end their parents, kaow the best

what the standards ought to be. Also involved might be &
feeling that public education is & form of income distribution
and that as such the whole process should only be in the hands

of the gavernment."16,

Expenditure on eflucation is & form of investment.

Investmendt in education leads to increased production and

ho.RePrest: Public Pinance in Developing Countries. (E.L.B.S,
Edition), 1975, Dp.i121-122.

Bernard He Blooms end THH-WELHU: "Towards a Positive Theory
of State and Local Public Expenditure: An Empirical Example".
Public ¥inance 1o.3, 1971, p.4235.




ansdh
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18

social tranéformation.17 As an exsmple, here, we make
reférencegto some studies &one on these lines. Theodore W.
Schultz concluded from an examination of the relationship
between expenditures on education and physical capital forma-
ﬁiaﬁ in the United States for the period cof 1900 4o 1956

that expenditure on education contributed 3.5 times more than
the investment in rhysical capital. Edward . Danison showed
that in the United States education was +the suurCG}QB% of

the growth of total real masioual incuie per person employed
during 1929«1557. Heaior Corren at*"1butes 31% of the increase
in private non-form GNP of United Stetes between 1909 arnd 1949
to lebour cepital injputs, 5.5% to increments in education of |
the labowr force, 4l4% to proved wofking capacity due to
health improvements and 59.3% to other technological

1
erogress.” 8

14

Having enuvuerated the genersl causes for the growth of

[risd

expenditvre on education and its economic aud social benefits,

See William G. Shepherd: Alternatives for Public Expenditure,
ede Richard Cave: Britains FEconomic Ero»pec»s. (George Allen &
Unwin, Lowdon), 1965, %416,

Gil. Peters. Cost~Benefit Aralysis and fublic Expenditure.
(Institute cf Bconomwic Alfairs-liestminister), 1973,0p.10-11.
Ronald A. Wykstra?® Humen Capital Formation aund lanpower
Developmelt {The Free Press, New York), 1971, p.;é.

T.Mathews Economics of Public Expenditure iVora Co.,Bombay )
19”25; ??3»@0"?1 Je

Otto Eckstein: Public Finance (Printice-Hall, New Jersey),1964,
po ] bo

R.N.Bhargavas The Theory and Working of Union Finance in India.
(Ohaltanya Publishing ﬂouse, AlJahabadj, 1977, p4BYe

uoted by B.&.jangundapna. Studies in Public ¥inance.
(Agie Puklishing House, Dombay ), 1976, Pp.16.
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we proceed to the analysis of the education expernditure of

the stated in India. |
‘ {

Ve make use of the percapita expenditure for inver-siate
comparison. We are not hsing per pupil educational expeunditures
for obvious reasons. It may not be incorrect to refer here
that, "Ihree possible nmeasures of public expenditure for
education exist: totel educational expenditure, per pupil
educational expenditurer, per capita educational expenditure:'.
Since there is a variation =zmong communities in the percen=-
tage of population of school age, per capita measures will
provide more information about community expenditure effort
then will per pupil measures. It is on this basis that the
percapita public expeﬁditure measure was picked up as most

sultable for the purpose at hand."19

Be.H5e1 Lievels of Percapita Expenditure on Fducation.

Tables 1IV.4 and IV.5 present the expenditure on Education

at current and constant prices respectively.

As seen from Table IV.4 the education expenditure per
head of populwtion was at the height in Kerala and at the
bottom in Bihar in all the years. The percapita expenditure
on education in Kérala was three times higher than that of

Bihar. Historicelly Kerala spends much on education.

19 Bernard H. Blooms and TEH-WEIHU, op.cit., P«425.
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In 1957-68 Keréla had the percapita expenditure at
B.6.47 followed by lshsrashtra with .4.19. The percapita
expenditure in Bihar was R§,1.89 in that year. By 1977-78 the
education expenditure per héad of population was R5.60.20 in
Kerala followed by E.51.36 in Punjab. The lowest level was
B5+21.0% in Bihar. Though a weaker state, Assam possessed

relatively higher percapita expenditure.

Share of the Exvenditure on Education‘ :

The proportion of total revenue expenditure devoted to
education differed from 14.54% in Uttar Fradesh to 33.94%
in Kerala in 1957~58 and from 17.04% in Jammu & Kashmir to
35.29% in Kersla by 1977-78. Of all the states allotment of
highgst share to this function occurred in Kerela in all the
years. Jammu & Kashmir sgent the lowest percentage except in
1957-58 when Uttar Fradesh stood a4t the bottom. Barring Jammu
& Kashmir and Maharasshtra the percentage of :bo:l:al revenue
expenditure spared for education moved up in all the states.
However, education obtained the highest share of total revenue

expenditure in all the states.

Rete of Growth of Bducation Expenditure § -

The percapita expenditure on education increased in all
the states both in money tems and real terms over each six

year periocd.
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Over the twenty-one years it grew faster in Jemmu &
Kashmir than in obher states. The smallest growth was in
Madhya Pradesh.‘iﬁ spurted up by 1441.6% and 631.50% in those

two states respectivex§q

In real terms its growth ranged from 2 to 5 fold during

the same period.

Tuter=-state Dispérity in the Percapita Expenditure 3

Table IV.6 shows the extent and trend in the variations

in the percapita expenditure levels.

Table IV-0

Measures of inter-state veriations in percapite

expend iture on education

I. Ratio between the lowest and highest percapita

expend iture levels.

1957-58 133

1962-63 1:3
1967-68 134
197273 153,

1977-~78 o 132.79
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Table IV=6 (contd.)

IV. Renk Correlation coefficient between 1957-58 bercopiia
expenditure levels and the percentage variation in per-
capita expentiture levels.

1957~58 and 1962-63 -0,5617%
1957-58 and 195758 ~0.2941
1957-58 and 1972-73 -0.4705
1957=58 and 1977-78 -0 .5T705%

* Significant at 5% level.
Source? Derived from Table IV-4.

The inter=-state disparity in the percapita spending is
wider and almost remains stable. The relative ranking of
the states by the sizetof their percepita expenditures also
elmost steyed constent as disclosed by Table IV.7.

Teble IV-7

Matrix of Renk Correlations Among the Rankings

of Percapite Expenditure on Bducation in
Selected Years

Years  1957-58  1962-63 S 1967-68  1972-73  1977-78
195758 1 0.5117%  0.6264=% 0.6204%% O0.7411%
1962-63 B 0.8411%%  0.8235%%  0,7676%*
1967-68 u Co 0.9470%*  0.8573%*
1972-73 ' | 1 0,841 1%
1977-75 o | | 1

#% Bignificant at 1% level
* Significant at 5% level.

Sources Derived from Table IV.4.
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The states Assam, Gujarat;, Haryana, Kerala, lMaharashtra
and Punjab; continued to have larger percepits expenditures
while the :;ve'aker states ﬁihar,“ Madhye Fradesh, Orissa, Rajas-
than and Uttar Fradesh remained below the 8ll states average

percapita levels with their smaller percepita expenditures.

Therefore no eppreciable change happened in the inter-
state spending differentiels and relative renking of the

gtates.

B.5.2 Digtribution of Education Expenditure

The aggregate expenditure on education comprises the
government spending on Primary Education, Secondary Education,
Higher Education, Technicel Education, Speciel Education and
General Education. An amlysis of the distribution of the
expendijbure on education will show the growth pattern of edu-
cation expenditure and the relative importanc;e of its compo=-

nents in different states,

O0f all the five levels of education which level had

contributed more for the increase in total expenditure?

- One way of measuring the changes in the pattern of expenditures

is to make a functional distribution of the increase in
total expenditm-es”.ao When distributed the increase in the

total expenditure on education on its components primary

B.U. Ratchford: Public Exipenditure in Australia.
(Duke University Fress, London), 1959, DPed4.
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and secondary education accounted foremost to the increase.

21

The distribution of the education expenditure”’ is presented.

in Table 'IV.8,

Expenditure on Primary Education :

In 1957-58 the percapite expenditure on primary education
was highest at B.3.14 in Kerala followed by B.2.54 in lahara-
shira and Bs.2.46 in Karnataka. It was lowest at 0.22 paise in

West Bengal.

t

In 197475 a;so the percapite expenditure on primary
education was greater in Kerala and was least in fAndhra
Pradesh. In 1957-58 and 1974-75 the stateé Bihar, Jammu &
Kashmir, Orissa, Uttar Pradesh and West Bengal were below
the all state average level. In 1974-75 Andﬁra Pradesh,

Haryena, Madhya Fradesh, and Punjeb joined with them.

A compex ison of the positions qf the states in relation
to percapita aggregete expenditure on education end percapita
exvenditure on primary education gives séme interesting
informations. For instance Jammu & Kashmir, Haryana and
Punjab had their percapita total education expenditures
above the &ll state avarag§21974-75.‘Curiously the%r per-

capita figures on Primary education were below the all state

We confined our analysis to the period 1957-53 to 1974-75
since the expenditure figures on various levels of education
are available only upto 1974~75.
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average. in 1974-75. Cn thé ofher hand, though the percapita
expenditure on education as & whole was lower than the all
state average in Assam? Gujarat, Karnataka, Rajasthan and
Tamil Nadw in 1974-75 their percapita expenditure on primary

: of
education wes above the all state averagefthat function.

The states Bihar,£0rissa and Utter Fradesh stood below
the all state dverage level in terms of percepita total
education expenditure as well as bercapita primary education
expenditure in 1957-58 and 1974-T75. Both the percapita figures
were below the all state average in Andhra Pradesh and West

Bengal in 1974-75,

AThe coefficient of variation which was 55.62% in 1957-58
decreased to 33.17% in 1974~75 indicating that the inter-state
disperity tends to narrow down. However the gap is still very

wide.

The Sixth Pinance Commission recoumended for the provision
of funds fof Andhra Pradesh, Bihar, Haryana, Madhya Fradesh,
Orissa, Punjab, Rajasthan, Uttar Pradesh and West Bengal
with the intention of raising their percé.pita expenditure on
primary education to the all stafe average level within five

years period from 1974-75 to 1978—79.22 Even then all these

Government of India, Report of the Sixth Finance Commission,
1973, p51.
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states except Rajasthen stood below the all state average
23

percapita expenditure on primary education.

Share oﬁfPrimary Bdu cations

Thé peoportion of the expenditure on Primary education
to the education expenditure as a whole varied from 6.23%* in
West Bengsl to 60.91% in Maharashtra in.1957-53 and from é9-99%
in Punjab to 60.97% in Bihar in 1974=75. By 1974~75, apart
from Andhra fradesh, Karnataka, Maha&aéhtra, Punjéb and Tamil
Nadu the shére of primery edvucation inereased from 1Y57-58

level in dll the states,

. Bxpenditure on Secondary Dducation @

The Resolution on Netional Policy on Eﬁucation, 1968,
Viewed that, "Educationdl Opportunity at the secondary
(and higher) level is a major instrument of social chenge and
transformation. Facilities for secondary education should
accordingly be extented expeditiously to areas and classes

which have been denied these in the past."g4

In 1975=76 also all these states except Rajasthen and Punjab
stood below the average for &l states.

The smaller share cf Primary Edqcation suggests that there
might have been anomelies in the classification of the
expenditure on Education in West Bengal., Due to lack of
sources we are not able to clarify 1it.

Government of India, Ministry of Education: Resolution on
Netional Policy of Bducation, (N.F. 30-60/67.1.4) 1968,p.10
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The percapite expenditure on secondary education wds
B5.1.89 in Kerals end paise 0.25 in Bihar, the highest and
the lowest levels améng il the states in 1957-58. The per=-
capita figures onr secondary education, in 1974-75, was at the
peak level at B.20.12 in funjab followed by Be17.05 in Jammu

& Kashmir. It was lowest in Bihar at B.2.04.

The coefficient of variation remained at 60.25% in
1957-58 and 49.11% in 1974-75. This implies that there is wide

disparity in the percapita expenditure on secondary education.

The share of secondary educetion in aggregate education
expenditure varied from 11.02% in Karnataka to 43%.%4% in
Rajasthan Ey 1957-58 snd from 13.65% in Bihar to 53% in Punjab
by 1974~75. It is interestihg to note that in 1974-75 Bihar
and Punjab allotted respectively the highest and lowest per- |
centage on primary education. The claim of secondary educaticn
. decreased from 1957-58 1ev§l only in two states namely Keralg
ard Rajasthan. [t almost rewsined sitable in Bihsr and went ué

in other states.

Exvendibture on Higher FBducation.

The expeniiture on higher educetion comprises University
education and technical education in our analysise. In 1957-538
the meximum percapita expenditure level was 0.59 paise in

Punjob and the minimum level was 0.16 paise in West Bengal.
i B



By 197475 Kerala ousted Punjab from first place. Kerala had
the percapita level gt F§.6.34o By replac:‘;ng (West Bengeal,
Uttar Pradesh went to tué last place with K.1.83. The
coefficient of variation';lacreased from 27.27% in 1957-58
end 31.46% in 1974-75. The percentage of total educaticn
expenditure allotted to higher education ranged from 5.33%%
in Kerasla to 15.47% in Punjab in 1957-58 and from 10.04% in

Utter Pradesh to 21.60% in 4Andhra Pradesh in 1974~75. Except

Hadhya Pradesh and Punjab &ll the states increased their sheares

for higher education during the period of our analysis.

Special Education.

Special education includes expenditure on Audit Education,
Promotion of Modern Indian I;anguages' and Liiterature, Commercial

Institutes and other Expenditurecse.

The aim of adult education has been mentioned as 'The
liguication of mass illiteracy '+ The Resolution on National
Policy on Sducation states that, "The liquidation of mass
iliiteracy. is necessary not only for promoving participation
in the working of democratic institutions and for accelera-
ting progremmes of production especially in agriculture but

for quickenirg the teupo of nationsl development in genex’a}.."‘25

Ibid, p.‘i 1 L]
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The hignest level of percapita expenditure on special
education was 0.27 piise in Maharashtra and 0.33 paise in
Punjeb in 1974-T75. Tée average per capita level stood at 0.14
paise in 1957-58 and 0.18 paise in 1974~75. The proportion
of special education expenditure in total expenditure declined
drastically in all states by 1974~75. This tendency on the
part of the states is in contravention w;?hlthe objectives

of National i: ..:. Policy on Educatioi.

Expenditure on General Education.

The General IFducatiocn includes expenditure on Direction
and Administration, Research, Training, Scholarships, Transfers
to/from Reserve Funds and Deposit Accounts and other expendi=-

tures.

Bse2e61 in West Bengal and K.2.32 in Maharashtra were the
highest levels of percapita expenditure on generel education
in 1957~58 and 1977-78 respectiveiy. In =211 states but Uttar
Pradesh snd Weét Bengal the percapitve expeuditure went up.
Vhile the percenfage of toval edgcatian expenditure speut on
Genersgl Eaucation decreassed heavily in most of the states in
1974~75 it went up in Gujerat and remained without change in

Manarashtre.



Growth of Expenditure on Different Levels of Education.

The above enal;,rsis_ushows that the expenditure on
different levels of education increased phenomenally
during the seveﬁj;een years. When we compare the rate of growth
of expendiiure on these different levels we get an interesting
picture. The primery education experditure shot up faster
than that of secondary education in Biher, Gujarat, Haryana,
Jemmu & Kashmir, Kerala, Rajasthan and West Bengel. Expenditure
on Secondary educabion had grown faster in the other nive
stateg. In general the magniutude of increase in secondary
education e:cpenéitvre ves higher than that of primery and

higher education.

B.5.%5 Expenditure on BEducation and Literacy Rate.

Lre there any relationskip between the level of per-

capita total expenditure on education and literacy rate?

t

¥Yrom Table IV~9 1% can be seen that the literacy rate is
higher in Kerala than in other states where the percapita
experditure and percentage of totel revenue expenditure
devoted for education are higher than in any other state.
In general we can sgy that in those states where the per- “
capitz expemiiture is lower than the all state average the

literacy rate is also below the all India rate. For instance

in Andhra Pradesh, Bihar, Madhya Pradesh, Orissa, Rajasthen
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Table IV-9
Literagy Rates, 1961 & 1971

States L Yercentage of Literacy
‘ 1961 ‘ 1571

1. Andhre Pradesh 21.2 ' 28452
2+ hssan 27 +4 34 460
3. Bihar 18.4 23435
4. Gujarat 3045 41.84
5. Haryasa 31491
6. Jamu & Kashmir ‘ 11.00 21.71
7. Karnateka 25 ¢4 36483
8. Kerala 46.8 69,75
9. ifadhya Pradesh . 1741 26437
10, Haharashirs 29.8 45477
11. Orisea : 2147 50:53
12. Punjedb Ph 2 34«69
13+ Rajasthan 152 22457
14 Temil Nadu 3144 45.40
15 . Uttar Pradesh 176 25444
16. West Bengal 29.3 33..86
A1l India 24 .00 34 445

"Source: India, £ Reference Lnnual, 1970, 1977-78,
pPp.64d, and H7-59 respectively.

and Uttar Fradesh the percapita expenditure on education
is lower than the all state average and the literacy rate is
also low in-theae states. But it is 2 paradox that in Janmu
& Kashmir the percapita expenditure has been faﬁ above ,

the all state average whereas its litsracy rate is lower.
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Perhaps, what, this state, is spending now may be in- .
adequate and it may have to be stepped up. Another excertion
is West Bengal. In this state the percapite expenditure is
lower than the all state average since 1967-68 but its litera-

¢y rate is quite high.

B.b 4 Causes for the Increase in Bducation Bxpenditure.

The experditure on Educetion increased vastly because
of the responsibility imposed by the Constitution of India,
and the importance given to it bj the state governments. The
constitution also iumposes the obligation of free and

coupulsoxry primary education till the age of 14.

The Five Year Flans of India which reflect the efforts
of States to trenslate the Constitutional obligations into
reality, recognised that, "Education is the most important
gingle factor in achieving rapid economic de&élopment and
techmologicel- progress and in creating a social order formed
on the velues of freedom, social jusiice and equalaopportunitygzs
The Pourth Plon aimed &t thne removal of deficiency in bhe
system and link 1t more effectively with the increasing
demands of social and ecomomic development, to remove internal
stresses and strains in the c=ducatlonsl systém which have

developed in consequence of rapid expensicn in the first

Govermnment of India® Plamning Commission, Draft Third Five
Year FPlan, p.57%s .
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three Plans and to extend the system in response to social

urges and economic needs.

The Pifth Plan laid emphasis on (i) ensuring equality
of education opportunities as part of the overall pian of
ensuring social justice; (1i) establishing closer links
between the pattern of education on the one hand and the needs
of development and the employment market on the other; (iii)
improvement of the quality of education imparted; and (iv)
involvement of the academic community, including students, in

\‘ ~y
the tasks of social and economic development“.‘7

Purther A.R. Prest had pointed out, that "the other
indications of the importance of this expenditure component
are the amount of attention it receives in Development Flams
and the number of high level national commissions which have
been set up to review the subject in different countries“.28
It is interesting to note that this function receiyed highest

share in totel revenue expenditure of the states and govern=-

ment of India had appointed high level committees on education.

Recommendations of the Tducation Commission were incor—
porated in the National Policy Resolution 1968, and are under-

various stages of implementation by the Central and State

Government of India, Planning Commission. Draft Fifth Five
Yeor flan, p.192.

AR, PreS‘bq __B-Citl, p0121Q
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govermments« The key points sre (i) free and compulsory
é&-}zcationup’so the age of 143 (ii) improved status, smoluments
and education of teachers; (iii) three language formula and
development of regionsl languages; (v) equalisation of educa-
tional opportunity and the promotion of science and research
(v) development of education for agricul ture and industry

(vi) improvement in the gqual ity and production of inexpensive
text books; and (vii) investment of 6 per cent of the national
income on education. Eknphasisvwasvalao laid on the spread of

literacy, adult education and promotion of gemes and sports.zg

The implementation of all these objectives caused the
rapid expansion of the education expenditure through increased
emoluments ‘o primary, secondary emd university teachers,
épreading of education, training and research, scholarship

and provision of other facilities.,

B.5.5 Causes for Inter-State Variations in the Percapita

Expenditure levels.

Now, the importamt question crops up. What are the
factors »responsible‘far the variations in the growth of educa-
tion expenditure among the states? Whether this variation is
due to varying emphasis laid on di:ﬁ‘ferent levels of education

oY -
by states, it 1s due to the pay-scale differences prevailing

Government of India, Ministry of informetion and Broadcasting.
India, 2 Reference Annuel 1977-78, p«49.
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in the education system in the states? The variations in

the pay=-scales are pvartly respoﬁsible for the variations in
the experditure o@ education. In the words of G.D. Sharma,
"The analysis of pay~sceles of teachers at various levels of
education reveals that scales vary from state to state. In
some states they vary between privately and govermment managed
institutions. As the salarie;s acocount for part of expenditure
on education, part of variation in +the levels of allocation
of funds on education may be attributed to variation in pay-
scales of teachersq"so Hé has further added that,'it was
found that variations in allocations did not vary with

economic levels. They may therefore be due to variations in

enphasis placed on education by state governments or due to

the varying demand for education in the state. As there
appears to be no clear-cut explanation for such variations,
allocations by the state governments appear to have be on

traditional lines and on an ad-hoe basis."31

B.5.6 Compulsory and Free Education -
Performence of the States.

The other two relevant issues are, have we achieved the
godl of compulsory and free education as envisaged by the
Constitution?, and What level of education should be given

preference in the governmental finance on education?

G.D. Sharma’ Resource Allocation on Education (Association
of University Fress, New Delhil), 1978, pp.102-103,

ibid, p.105.




A1l the states have introduced free education for
citildren in the age-group 6-11. It is also free for children
in the age=group ﬁ1~14 in all states except Orissa, Uttar
Pradesh and West ‘Bengal. Even in these states, girl students

and stvdents from backward communities get free educatian.32

Table IV.10 shows that even by 1977-78 the states have
not prov}ded conpulsory education fof the children in the
age~groups 6=11 and 11-14. The enrolment rate is very low in
Rajasthaﬁ. Only 54.7% of the children in the age-group 6-11
are in schools.The all India enrolment for this group stands
at 83.25. Only 34.63% of the children in the age-group 11-14
are in schools. This shows the heavy dropout rate. The states
nave neither fully achieved free education nor compulsory

education as directed by the Constitution.

In the words of Jozsef Bognar, "The absence of the
majority or a great part of school-age youth from primary
education hampers the diffusion of agricultural and sanitsry
knowledge and creates deep gulf in the cultural stendards of
populationi. Amidst a very badkwardnrural population the
trained functionaries will enjoy privileges which are not in
keeping with tﬁe endeaveurs of the government and the political
forces. Not only the obsolefe social conditions can create

substantial cultural disparities through the cultural monopoly

Government of India, India, éiReference Annual 1977“78,VP-522
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of the leading classes but vice-versa, the great discrepancies

in cultural stendards way bring about sharp social»differenees"?3

The facts presented in the table and the consequences of
the lack of primary education as mentioned by Jozsef Bogner
pose the gquestion of expenditure on the levels of education.
Which level of education should be given priority? Should the
investment on the levels cof education be made on the basis of
the social and political objective of the achievement of
compuleory and free education upto ithe age of 14 or on the

basis of returns o investmenb.

Jozsef Bognar felt that in 'Partly Advanced' countries
(in which group he has included India), "within the national

education progremme the largest part of the financial means

(about 35 to 45 per cent) should be assigned to secondary -

schooling, Qot mmch less (30 to 40 per cent) to primary school-
ing and the rest (15 to 25%) to higher education". 7 A sbudy
on the rate of returns to investment on education in India
made by Prof. V.., Kothari reveals that social monetary rates
of return is higher to secondary educatian.35 Tﬁe objective

of 'equality' that is compulsory and free educabtion upto the

Jozsef Bognar: Economic Policy end Flanning in Developing
Countriecs.(Akademiai Kiado, bBudapest), 1969, p«313.
Ibid, D313,

V.N. Kotheri, "Returns to Zducation in India", ed. Baljit
Singh® Educaetion As Investment (Meenakshi Prakashan, Delhi),
1967, poT§6o Also See GuD. Sharma, _Q__?_oCitq, pP.12.
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age of 14 warrants that primary education should be given
importanee. The 'efficiency' criterion, that is, rate of
réturns to investmeﬁf stresses that emphasis must be laid on
secondary education. It has been observed that, "such equality
mey be largely complementary to efficiency; creation of a
"fairer" set of educational opportunlties may yield greater
participation and acquiescence of workers qua parents in the

whole range of economic adjustments. In any event the broader
36

benefits of education go beyond its apparent economic returns'.

50 a well thought out policy regarding the allocation of

resouwrces on each level of education will be more fruitful.

¢. Expenditure on Hedicsl, Pamily Planning and Public Health.

. Medical and Public Health is another major expenditure
item among the Social aﬁ& dommunity Services in the Revenue
Account. The expenditure on Medical and Public Health are
primarily income transfers in Kind. R.A. Husgrave uses the
term, "merit goods" since the society views adequate health

standards as sufficiehtly meritorius and it is willing to

ensure that the poor and the elderly have access to them.

R.A. Musgrave and others have remarked, that, the concept
of merit goods 1s nothing more then another way of expressing

the fact that the health levels of the poor or the elderly

William G.5. Shepherds "Alternatives for Public Expendlture“
Ed. Richard E. Caved Britain's Economic frosvects.
(George Allen & Unwin Lid.) 1969, p.416.
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affect the utility levels of others in the society. Thus

merit goods reflget the existence of consumption externality.

- Besides .a vehicle of income transfer the expenditure on
Medical and Public¢ Health is an important factor in the
economic development also. It has been pointed oubt that "In
many of the matured 'economies éqonomic growth has been |
associated with imp:oved ﬁealth of the population as an
increase in the expenditure per head of population on

heal th and medical services."37

In India, Medical and Public Health se:vices are the
responsibilities of the states. Article 47, Part IV, Directive
Principles of States Policy emphasises that, "State shall |
regard the raising of the level of nutrition and the standard
of living of ite people and the improv§ment of public health
as amoﬁg its primery duties". The same feel ing runs throughjthe
objectives of the Five Year Flaus. The Second Five Year Plan
maintained that, the prime aim is "to expand the existing
health services, to bring them increasingly ﬁithin the reach
of all people and to promote & progressive improvement in

the level of national health". 0

The objective of the Third
Pive Year FPlan was,"to bring about progressive improvement in

the health of the people by eusuring a ceftain pinimm of

physical well=-being aund to create conditions favourable to

T. Mathew: Economics of Public Expenditure (Vora & Co.,Bombay),
1972, p«90,

Goverment of India, Planning Commission, Second Five Year
Plan, p«.533. )
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greater efficiency and productivity. In short, the objectives

of the first four Pive Year l::Lansﬁ'o were @

i) Control and eradication of major coumunicable diseases.

ii) Provision of curative, preventive and promotional health
services.

iii) Augmentation of training programmes of medical and
- pare~medical persomel; and ‘

iv) strengithening of the primary health centre complex for
undertaking preventive and curative health services in

rural sress.

The Fifth Plan trled to provide & minimum public health
facilities integrated with family welfare and nutrition for
vulnerable group = children, pregnent women and nursing

mother‘ﬁ1

It aimed at =

i) increasing accessibility of health sefvices to rural areass

ii) correcting the regional imbalance;

iii) further development of referral 'services by removing
deficiencies in district and sub-divisional hospitals;

iv) intensification of the control and eradication of
communicable diseases especially malaria and small-pox;

v) Qualitative improvement in education snd treining of health

personnel $

Governmeut of India, Planning Commission. Third Five Year
Plan, p.61. ,
Goverment of India, Plaming Comumission, Fifth Pive Year Flan,
Pe234.

Ihid, p'234‘ e
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vi) development, of referral services by providing specialists

attention to common diseases in rural areas.

The measures taken by the state governments to achieve
the objectives of Five Year Flans boosted up the expenditure on
Medical Family Planning and Public H?alth, Tables IV~11 and
IV-12 show the growth of expenditure on this function at

A

Current and Constant prices respectiveély.

Ge1 Levels of Percapita Expenditure.

In 1957~58 the Medical, Public Health and Family Planning
expenditure per head of pepulation was higher in West Bengal
then in other states. It was Be1.9% in that state followed by
B541.67 in Assam and BE.1.63 in Kerala. The least percapita level

was B.0.77 in Uttar Fradesh.

In the subsequent years Jammy & Keshmir emerged to the top

place. Since 1964~65, the last position was occupied by Bihar.

Share of this fuhgtion; in Total Hevenue Ixpenditure

In 1957-58 the proportion of fotal revenue expenditure
assigned for this function ranged from 5.47% in Uttar fradesh
t0 8.70% in West Bergals, In 1977;78 the share of this service
was at minimum and meximum levels in Bihar and West Bengal

respectivelye. Over the twenity-oune years pericd the claim of



Teble IV.11 )

Experiditure n Medical, Public Health apd Family Planning et
] Current Prices !
(Totel Expenditure in lakts of B., Pevcapiia Expenditure in . )

States 1957-58 1962-63 __1467-68 _1972~73 197778
&E  PE. TTE P2 TTE TE TE 7E TE  : P *E% PE%
inoreage increase
by 77-78 bty B7-78
over over :
1957-58 1957-58
Andbra Pradesh 424 1.24 879  2.35 1684 -4.17 2802 6.46 6683 13.74 1476417 1008.06
{7+69) (8.11) {8.87) (3.17) {9.00)
Assan 185 1.67 436 3.41 590 4.10 0 903 5.8t 1931 10.84 943,78 549.10
(8.50) (9.81) (597, {7320 (7.69)
Binas 460 1.05 684 1.43 886 1.68 2605 .51 4048 0.45 780,00 © 514.28
. {7.70) (8419) (5.16) (7.79) (8.34°
Gujarat 3187 ¢ 1.56 411 1.92 1175 .84 2309 10.19 4973 6.07 1463.83  330.12
: (6.20, (5.79) (8.00) (9.59. - (10,02) o
Herysne 227 3.56 148 10.13 2252 19.7% 588068 - 45365
(5.88) (8.75) - (9.74) C -
Jammu & Keshmir 55  1.39 140 %.84 355  8.67 564 11.92 1181 22,62 2047.27 1527.33
(7.38) . .7, (5.58) (7.89) (5.81) (8.14) -
Kernataka 307 1.39 767 3.15 1025 3.79 2727 9.07 4777 14.46 1456.02 940.28
(5.77) {8.16) (6.50) (8+34) (8.94) . .
Kerala 256  1.63 650  3.7% 1260 - 6.43 1944 B8.84 4166 17.08 1527434 947485
(8.58) (9.79) (10.16) (9.51) (10,01) . R
Medbya Predesh 338 1.21 908 2.71 1382 3.64 3196 T.43 5789 12,00 1612.72 891.73
(8.70) {10.60) {7.81) {11.02) 9.89 .
Meberashtra 884  1.58 1146 2.80 2389 5.19 5963 11.50 9162 15.95 936442 909.49
(7.68) (7.82) (7.67) (9.19) (8.13) = e .
Orisse 139 0.84 412 2.28 763 _ 3.78 1556 6.91 3006 “2.08 .2062.58 1338.09
5.9 (6+24) (6.74) (6.06) (8.81) S ‘
Punjeb 235 1.35 506 2.60 599  4..4 1592 11.47 3212 ' 1.08 1266.80 1461.48
(6.486) (6.18) (6.25) (8.41) 2.36) )
Rajasthan 259 1.3 587  2.81 1751 7.46 2439 9.19 5358 ‘3,10  1968.72 1202.1
' (8.26) (10,33} (12.92) - {10.07) (11 63) 7 >
Tamil Wadu 4.0 1.41 958 2.73  178% 4.74 1055 Y561, TI05 1544105 1844.56 2.90
(197 (7-86) 766 (3.57) 7707 (rosoey 0T WHE3E 99249
Uttar Pradosh- 545 0.77 1042 1.38 2096  2.44 4475 -4.36 9186 .9.43  1585.50 1124 .67
, (5.47) (5.52) (6.12) (7.81) - (B.60) | > 198350 1267
- West Beagal . 611 1.93 1152 3.19 2137 5.24 4046 B.80 8212 613  1284.02. 75575
: : . “{8.70)-~" {10.14) {10.48) (9.81) - (11.71) . : - % >.7’5‘7?
:- _Sourcet-  Abperdix:Table-4.20. ’

- . Nodes ¢ - 1. IE - Total -expenditure on Medical, Public Hesltu and Fanily Planning.;
- FE - Percepita expenditure

2. Tlgures In brackets indicate percentage %o total revenue expenditure.

5+ * belongs to 1960-61.

2

Ll
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Medicel and FPublic Health in Total Revenue expenditure increased
in a1l the states. But the increase was very small in Andhra

Pradesh, Assam, Bihar, and Kerala.

Growth of the Expenditure on Medical, Public Health

and Family Planning:

In its time pattern growth the percapita expenditure
increased over each &ix~ year period, in all the states in
current prices. But at 1960-61 constant prices the expenditure
per head of population declined by 27.3% in Bihar, 25.67% in
Karnataka in 1967-68 over 1962-63 and by 4.88% in Uaharashtra
in 1977-78 over 1972-73,

The Medicai, Publie Heslth and Fanily Plaming expendi;
ture per capita sprang up over the twenty-one years period in
all the states both at current andzconstanﬁ prices. In money~
terms the fastest growih occured by 16 times in Jammu &
Kashmir and the slowest growth took place by 5 times in Bihar.
In real terms it went up by 88.49% in Biher ond 398% in Jammu

& Kashmir.

C.2 Inter-State Varistions in Percapita Expenditure.

As we have seen the growth trend we proceed to examine
the extent of variations in the percapita expenditure levels

between the statbes.



I.

IT

Table IV.13

leasures ‘of Inter-State Vapiations in Percapita

Expend iture

on Medical, Public Healih
etec. .

Ratio between the lowest and highest percapita
expenditure levels.

—y

1957-58 121245

196263 132,78

1967-68 1i5.16

197 2=73 1:2.4

1977-78 1135

Years Vean Standard Coefficient of

(In B. ) deviation Variation(In %)
1957=58 143464 043158 23.4551
1958-59 1.5307 0.371 24,2372
1959~60 1.7842 0.513%6 28.786
196 0-61 2.0766 0.5%08 25,561
1961-62 243646 0.614 25,9663
1962-63 2.6926 0.7341 27.2636
1963-64 2.886 0.7315 25 43465
1964-65 3412 0.8432 27,0256
1965-66 345493 0.9138 257459
1966~67 349425 14475 37.4128
1967~68 4.654% 1.7485 5745674
1968-69 5.0981 1.6106 . 31.5921
1969~70 5.8481 1.6188 27.6807
1970-71 6434 1.9025 30,0078
1971=72 7.2781 2.1681 29.7893

- 1972~73 84555 2.3208 27.1279

1973-74 9.3006 3.1085 3%.4225
1974=75 10.6906 3.1808 29.7532
1975=76 12.2518 %.0046 3% 8696
1976=~T7 14 .6312 3.787% 25,885
1977-78 15,0718 4.2848 28,4292
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ITT Rank Correlation Coefficient between 1957-58 percapita
expenditure levels and the absolute variations in the
percapites expeniiture levels.

1957-58 aad 1962-63 +0.3125
1957-58 and 1967-68 +0.5405%
1957-58 and 197273 +0.3515
1957-58 and 1977-78 +044162

IV Rank Correlation Coefficient between 1957-58 Percapita
experditure levels and pércentage variations in per-
capits expenditure levels.

195758 ané 1962-63 +0.0162
1957=58 and 1967=-68 +0.0353%
1957-56 and 1972-73 . =0,1073
1957=58 and 1977-78 ~0.2426

* Significant at 5% level.
Sources: Derived from Table IV.11.

The facts given in the above tabl e cemuote that the
inter-state disparity in the percapits expenditure levels is
higher and there is no tendency towards convergence. Such a
trend is the consequence of the persistent lower per capita
levels in all weaker states except Rajzsthan and 5igher per=-

capita levels in the developed and middle level states.

The change iﬁ relative rankings of the states as seen in
- Table IV-14 is the outcome of the downward movement of the

states like Asssm, Gujerat, Maharashtra, Temil Hadu and West-
Bengel and upward mnovement of Haryena, Jammu & Kashmir, Punjab

and Rajasthan.
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Table IV.14

Matrix of Rank Correlations Among the Rankings of Percapita

. Expenditure on Medicsl and Public Health in Selected Years.

1957-58, 1962-63  1967-68  1972=T3 197778

195758 1 0.7176%% 0.6878%* 0.3911  0.3882
1962-63 1. 0.6661%* 0,347 0.4 647
1967-68 ‘ = 1 0.6132%  0.7102%*
197273 | 1 0.8295%
1977-78 : . 1

*% Significamt at 1% level
. * Significant at 5% level.
Source: Derived from Table IV.11.

The states Andhre Pradesh, Bihar, Orissa and Uttar Pradesh
were below the all state average per capita level in all the
FPive Years and Madhya Pradesh stood above the all state
average level only in 1962-63. Since 1967~63, Assam joined with
‘ fhese states. It will be approprizte to refer here the recommen-
dation of tﬂe Sixth Finanée Commission. It identified Andhra
Pradesh, Assam, Bihar, Haryana, Madhya FPradesh, Karnsataka,
Orissa and Uttar Pradesh as the states which were lower than
the nationél average and added that, "our immediate objeciive

is a more limited one of providing additional funds to certain
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states to come upto & minimum which we have taken eas the

. average of all states. We consider that this limited objective

can and should be achieved within Five Years, i.e. by 1978~79.42
Surprisingly enough all these states except Haryana and Karna-
taka stood far below the all state average level even in

1978-79 (Budget estimates)

Ce3 Distribution of the Expenditure on Medical and

Public Health Services.

Ce%.1 Expenditure on Medical.,

Expenditure'on.Medidal Service is one of the components
of the functional head Médical,'Public Heal th and Penily
Planning. The expendiibture on Medical consists of Direction
end Administration, Medical Relief, Medicel Education, Training,
Reseaéch, Employees State Insurance Scheme, Other Health
Schemes, Medical Stores and Depots, Drug Manufacture, Other
Expenditure, Deposlt Account, Allopathy and Obther System of

Medicines.

Table IV-15 shows the growth trend of the expenditure on
Medical. The percapita expenditure was highest at B.1.48 in
West Bengal in 1957-58 and Kerala stood next to it. There-
after it was Jammu & Kashnir which topped the list. Except in

1967-68, Bihar was in the lowest position in all the years.

Govermment of India, Report of the Sixth Finance Commission,
1973, 9.51 .
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Inter-state Variationjin Percapite Expenditure Levels.

Measures of Inter-State Variation in the

Table IV-16

Percapita Expenditure on Medical Services

1 Ratio Between Lowest‘and Higheést Percapita Expenditure
Levels.

1957-58 183
1562=63 - 134
196768 134
1972-73 134
1977~78 134

II

Year Mean Standard Coefficient of

(In Bs.) ~deviation veriation(In %)
1957-58 0.96 . 0.29 - 30420
1962=63 1462 0.58 . 35.80
196768 2,75 1.14 41.45
1972~73 437 1.67 38 « 21
1977-78 8497 341 38.01

§II. Rank Correlation Coefficient Between 1957-58 percapita

expenditure levels and the absolute variation in per-

capita expenditure levels.
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1869

1957=-58 and 1962+63 +0.517%
19577-58 and‘1§67¥681 +0.814%*

1957=-58 and 1372~73 +0.8375%%
195758 and 1977-78 +0.8287**

Rank Correlation Coefficient between 1957-58 percapita

expenditure level and the percentage variation in per-

capita expendibture levels.

1957~58 and 196263 +0.0214
195758 and 1967-68 +0.2228
1957-58 and 1972-T3 +0.1861
195758 and 1977-78 +0.142

*% Significant at 1% Level.
* Significant at 5% level.

Source; Derived from Table IV.15.

The inter=state expenditurevvariations in the percapita
levels of the state is relatively higher and almost remains
stable as the richer and mediocre states continue to have

higher percapita levels.

We have distributed the increased expenditure on Medical45
to identify the component which influenced it mostly. fhe
item Direction and Administration accounted for 12.11% of the
increase in Biher. Its influence varied from 0491% in Mahara-
shtra to 6.21% in Jammu & Kashmir. Medical care was the

dominating Item in Medical Expenditure. It accounted for

We have restricted our analysis upto 1974-75 because only

. upeo this period the detailed informations are available.
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50.89% of the increase in the expenditure in Maherashtra and
8%.77% in Bihar. The item 'Others’' stood next to Medical care.
' It accounted for 4.12% to 38.57% of the increase in Medical
‘expenditure during the period from 1957=-58 to 1974-T75.

C.%.2 Expenditure on Public Health

~ Public Health is the other item of expend iture under
the major head Medical and Public Health. The expenditure on
Public Health is defrayed on (1) Public Health and Senitation
and (2) Sewerage and Water Supply. Public Health and Sanita~-
$ion -includes expenditure on Direction and Administration,
Prevention and Control of Diseases, Prevention of Food Adulte~
ration, Prevention of Air end Water Pollution, Drug Control,
Iraining, Health Statistlcs and Research, Health Education
and Publicity, Manufacture of Sera and Vaccine, Public Health
'Laboratorigs, Health Traznspory, Sanitation Services, Minimum

Heeds Programme and Other Expenditure.

oewage and Vater Suﬁply Comprises the expenditure on
Direction emnd Administration, Survey and Investigation,
Research, Trainiﬁg, Machinery and Equipment,Suspense, Other
Expenditu:g, Sewerage Schemes, Urban ana.Water Supply Schemes,
Rural Pipe§ Water Supply Scheme, Other Rural Water Supply

Schemes and Minimum Needs Progremme.
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Table IV.17 presents the expenditure on Public Health.

Levels of Percapita Expenditure.

“The percapite expenditure on Public Health was at the
highest level at 0.55 paise in Maharashtra in 1957-58, at
5.1.86 in Kornsteka in 1962-63, ot Bed.36. 814 Be5.43 in
1972-73 in Rajssthen and B.8.29 in Haryene in 1977-78. The
lowest percapita level prevailed in Jammu & Kashmir in 1957-58,
in Tamil Nadu in 1962-63%, in Bihar in 1967-68, and in Kerala
in 1972~73 and 1977-78. We have seen that Jammu & Kashmir,
Kerale and Tamil Nadu had higher percepita expenditure

levels on Medical. So they might have spent less on Public

Health.

.

Inter=-State Variationsin Percapiis Expenditure on

Public Health.

Table IV.18

Measures of Inter-State Variation in Per-capita
Expenditure on Public Health

I. Ratio between the lowest and highest percapite
expenditure levels.

1957-58 135
1962-63 113
1967-68 1:13
1972-7% 135
1977-78 1:5
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Table IV.18 (contd.)

TR R
1957=58 0.37 0.14 3783
1963-63 1.06 S 0439 %6479
1967=-68 191 : 0.88 46.07
197273 2.70 » 136 50437
1977~Ta 4 .95 : 2.05 : 41441

IIT Rark Correlation Coefficient Between 1957-58 percapite
expenditure level and the absolute variation in per--

capita expenditure levels.

1957=58 and 196263 -0.1882
1957-58 end 1967-638 -0.2257
1957-58 and 1972~73 0.0045
1957-58 and 1977~78 0.0%46

IV. Rank Correlation Coefficient between 1957~58 and per=-
capita expenditure level and. the percentage variation

in percapita expenditure levéls.

1957-58 end 1962-63 ~0.7088
1957-56 and 196768 ~0.8507
1957-58 end 1972=73 ~0.283
1957-58 and 1977-78 -0.5125

Source: Derived from Table IV.17.
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The inter-state percapita spending variation is higher
in this function thgh in Medical Service. The percapita
spending on this function reﬁained continuoﬁsly lower in the
'Weak(e:c states like Bihar, snd Uttar tfradesh, inthe mediocre
states Karnataka, Keralé and in the developed states Tamil~
ﬁadu and West Bengal. Hence fbe inter-state disparity level

remains wider.

Ce4 Causes for the Inter-State Variations in the Percapita

Spemding on Medical and Fublic Health.

We have seen in Chapter II that this function has been
similarly appraised by all the states.Even then the per-
capita spending varilations rewain stable at a higher level.
The variations in percapita expenditure levels among the
states may be not only due to their relative economic condi-
tious but also because of other factors such\as social, histo=-
rical end pol;tiqal conditions prevailing in the states. It
may be worthwhile to mention here that, "This suggests, not
unreasonably, that differences in countries' institutionsl
structures, reflecting other factpré of a.social, bistorical
and political nature play a larger'role than income differences
in accounting for the inter-country variatiouns in the rela=-

tive importance of the government sector in this field."44

The same may be true for the states in India also.

The Organisation for Economic Cooperation and Development,
QROCit., pc15o ’ '
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We have seen that the expenditures on Medical and Public
Health increased tremendously in all the states. Therefore it

will be useful if we have a look at the performance of the

'_states in this fiéld. In the rural areas, there were 5,372

primary heal th centres and 37,745 sub=-centres in September
1977. Malaria, Tuberculosis and Cholera which used tc take a
heavy toll of lives have been controlled to varying degrees.

No case of plague has been reported in the ecountry since 1967,
omall-pox which was & dreaded disease has been brought to zero
level since duly 1975s The country had been declared to have
eradicated small-pox by the Internz=tional Assessment Commission
on 23rd April 1977-45 Further partly owing to the increased
expenditure on Medical and Public Heslth the death rate
declined from 3%6.3 in 1921-30, to 31.2 in 1931-40, %o 27.4

in 1941-50, to 22.3 in 1951-60 and to 18.1 in 1961-T0 while
thebirth rate has been 4644, 45.2, 39,9, 41.7 and %9.9 in

the corresponding years respectively.46 Moreover the death
rate has come down to 15.9 per thousand in 1975 and life
expectancy at birth has increased from 32 yeers to 50 years.47
Walter We_Heller opined that, large-scale improvements in
health, education and training expand productive capacity
by increaéing the stamina and.strength of the workers on one

hand and enlarging their fund of knowledge and skills on the

Govermment of India, Ministry of Information and Broadcasting.
India, A Reference Annuval 1977-78, pPp«95-97.

R.N. Bhargava, Theory and Working of Union Financé inlndia.
(Chaitenya Publishing House, Allehabad), 1977, p.495.
Goverment of India. Indis, A Reference Annual,1977-78,1.95.
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uther.48 This has been proved in India. In the words of
Professor Theodore W. Schultz, "The Rem-Schultz study provides
evidence ;n the gains in the productivity of agricultural
labour in India, realiged as a GOHSeQuence of improvements in

healtn. The most telling pert of that eviderice is the produ=

ctivity effect of the cydle that has characterized the malaria
* prograume" . 49 powever the facilities provided by the states

vary widely as exposed by Table IV.19. It is clear that the

developed states have aore number of dqctors, Hospitals and
Dispensaries and beds than weaker states. But the states have
yet to achieve the target of one doector per %500 people as

stipulated by Mudaeliar Committess

CONCLUSIOND 3

(1) The Social and Community Services claimed wajor
portlon of the toial revenue expenditure in 2ll the states
except ﬂaryapa, Jamnu & Kashmir, liaharashtrs, Punjab and
Rajasthan. In these states Tconomid Services took larger
share. Bj 1977-78, the elaim of Socisgl and Commmity Services
varled from 2G.79% in Jammu & Kashmir to 55.56% in Kervala.
Over the twenty-one years the percentage of total expenditure
spent on administrative services declined while that of

Social and Community services increased almost continuously.

Walter WeHellar. "#iscal Policlies for underdeveloped countries!
in Readings on Taxation in Developing Countries. Ed. by
Richard W.Bivd and Uliver Oldmen (ihe John Hopkins Press
Baltzmore) 1967, Pe23.

Theodore We Schultz, The Economics of Being Poor.
Nobel Lecture, 1977, Ps17.
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(2) The percentage ol total expenditure devoted to
JFducation was as high as 35.29% in Kerala. In all the yesrs
‘Kgrala bad the highest percapita level while Bihar had the
1qyest level except in 1957-58. The next Hwo positions. from
the bottom were heid by Uttar Pradesh and Orissa. The per-
capita expenditure on Educatioh in Kerala was three times
higher than that in Bihar. Over thg twenty—one years under
ourvreview the inter-state disparity in the levels of per-

capita expenditure on education elmost remained stable,

(3) fmong the different levels of education primary
elucation took major share in the aggregate expenditure on
education in most of the states: Secondary education annexed
larger share in Haryana, Jammu & Keshmir and Punjab. Even by
1977-78 the states have not achieved the Constitutional direc-
tive of Compulsory snd f?ee education for the children upto
the age of 14. Hence more investment in primery and secondary

levels of education is warranted.

(4) Barring 1957-58, the level of Medicel and Public
Health expenditure per head of popuiation‘was highest in
Jammu & Kashmir among the sixteen states in all the periods.
In 1957-58 and 1962=6% Uttar Pradesh stood at the bottom.
Sincé 1967~68 the last position was occupled by Bihar. The

level of inter-state disparity in the percapita expenditure -



on Medical and Public He2lth is higher and there is no

tenfency towards convergences

(5) The functions ﬁducaiion and Medical and Public Health
increased in various states in varying degrees. In both the
services the absolute level of percapita expenditure increased
faster in the states with higher percapits expendiiure levels
than in the states with lower percapita expenditure levels.

The weaker states Biher, Madhya Tradesh, Orissa and Uttar

Pradesh perpetually stayed at the lower end.

The expenditure on Medical and Public Services increased
faster than the expenditure on Education in thirteen states
during the period under our review. Only in Assam, Bihar

and Orisse the expenditure on Educetion expanded faster.

(6) The relative rankings of the states by the size of
their percapita expenditure on educetion remained almost
covstant over the twenty-one years. In Medical, Public Health

and Family Planning expenditure it significantly changed.

(7) The Sixth Finence Commission recommended for the
provision of additional funds o the states Andhra Pradesh,
Bihar, Haryena, Yadhya Pradesh, Crissa, Punjab, Rajssthan,
Uttar Pradesh and West Bengal with an intention of raisiag

thelr percapite expenditureon primary education to the all
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state average percaplta level within five years from 1974-75

%6 1978=79. But only Rejasthan and Punjab came above the a1l
states average level by 197576 Purther, it granted addifional
funds 4o Andhra Pradesh, {ssam, Bihar, Haryans, Madhye Pradesh,
Karnataka, Orissa and Uttar Pradesh to.push up their levels

of percapite expenditure on Medical and Public Health to the
all stateAaverage percapita level within the same period.

" However, even by 1978=79 no state except Haryana and Kernataka
éscended to the all state average level. They are standing oo

far from the norm.

(8) The weaker states have relatively smaller percapita
levels and their performences in education and Medical and
Public Health are lower. Among the Weaker Stetes though
Rajesthan bhave higher percepita expenditure on both the

services 1ts performances sre not satisfactory.



