
GROWTH Of EXPENDITURE- OH SOCIAL AID COMUHITY SERVICES

In this chapter we examine the growth of the expen­

diture on Social and Community Services and we follow it up
tWrtcL

hy analysing the distributional pattern of Social Community 

Services*

Social and Community Services comprise Education, Art 

and Culture, Scientific Services and Research, Medical, Family 

P1 aiming, Public Health and Water Supply, Housing, Urban 

Development, Labour and Employment, Information and Publicity, 

Social Security and Welfare, Relief on Natural Calamities 

and Other Social and Community Services.

An enumeration of the general causes for the rapid 

increase in Social and Community Services expenditure will 

help us to understand the in-tensity and magnitude of this 

expenditure category*- Richard 1. 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 ideological changes 

which have occured over twentieth century'. The specific 

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

b. Increase in population and urbanization.

c. Rise in pereapita income. As per capita income levels 

rise people wall demand more of "luxuries'* such as 

health, care and education.

d. Expenditure on Public Health and Education are considered 

as investment In human capital.

e. Another factor, which may influence the course of social 

expenditure is the way in which they are financed. It 

has, for example, bean argued that programmes financed by 

earmarked taxes may tend to increase more rapidly than 

those financed by general revenues.

f. Political reasons. Ehe welfare expenditures are subject
I

to political manipulation. Political forces, to some

extent, account for the initiation and expansion of

various social 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

social welfare was seen as economically beneficial,
1socially desirable and politically necessary."

1 Richard M* Bird: Growth of Government Spending in Canada
(Canadian lax Pounds!tion, "itorohto).1 '970, "pp. 160-1 <52.
Also see B,U. Ratchfords Public Expenditure in Australia 
(Duke University Press, Durham] p.262' and 269. A.ii.
Prest* Public Finance in Beveloping Countries (EBBS Edition) 
1975, pp.117 and 127.



' let another reason is that Government may feel the 

provisionof social services as its moral obligation."Further 

more, even where concern for equality is of over riding impor­

tance, it is not always clear that governments see improve­

ments only in terms of changes in the distribution of income. 

It.is possible that governments are concerned more to reduce 

inequalities of access to some forms of basic services than 

to other forms of consumption believed to be less necessary. 

Governments may ?jell consider that there is amoral obliga­

tion to ensure a reasonable degree of equality of access to 

a minimum level of food consumption, shelter, education and 

health care rather than being overly concerned about income 

distribution as such. Such concerns probably also reflect 

an appreciation of the ’.externalities* deriving from a healthy 

population and in that case income distribution objectives 

are difficult to distinguish from another identified objective

of government health policies discussed below - an improvement
2in the level of health standards for its own-sake.”

The emphasis on social services become greater since the 

. Second Five Year Plan. One of the aims of the Second Five 

Year Plan was to reduce inequalities of income and establish 

more even distribution of economic power. She Planning

2 The Organisation for Economic Cooperation and Developments 
Public Expenditure on Healths Studies in Resource Allocation 
K0.4(OECD, Parisj, 1977, p.43.
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Commission stipulated that, ’'The' pattern of investment in the

plan, the direction of economic activity given by State action,

the impact of fiscal devices used for mobilising the resources

needed for the plan, the expansion of social services and

the institutional changes in the sphere of land ownership and

management, the functioning of joint stock companies, the

managing agency system and the growth of cooperative sector

under state sponsorship, all these determine the points at

which new incomes will be generated and the manner of their 
3distribution”. It is thus obvious that the emphasis, so far 

as public expenditures were concerned, was on the increasing 

provision of social services.

A. G-rowth of Expenditure on Social and Community Services.

Sable 1Y.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 social and 

community services expenditure period-wise, (1) 1957-58,

(2) 1962-65, (3) 1967^63,. U) 1972-73 and (5) 1977-78.

A.1 levels of Percapita Expenditure.

She percapita expenditure on Social and Community 

Services was at the maximum level at Is.8.78 and Es.16.55 in

3 G-overnment of India, Planning Commission, Second give Year 
Plan. p.33«
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Kerala in 1957-58 and 1962-65 respectively. But Kerala was 

replace^ By Jammu & Kashmir in the next two periods. She 

Social arid Communily services expenditure per capita was at 

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

fe.52.8 and fe.6O.57 respectively. In1977-78 Punjab emerged to 

the first place with its per capita figure at fe.89.64.

She per capita expenditure was at the bottom level in 

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

fe.10.53 in 1967-68 and in Bihar .at fe.20.94 in 1972-73 and at 

fe.31.88 in 1977-78.

Sable IV. 2

' Measures of Inter-State Variation in Bercapita Expenditure 
on Social and Community Services

I.

II.

'Ratio between the lowest and highest per capita
expenditure levels.

1957-58 1 *3
1962-63 1*3
1967-68 1*3
1972-73 1 *3
1977-78 1*3

Tear Mean 
(in Is.)

Standard
deviation

Coefficient of 
variationCln $>)

1957-58 5.65 1.54 27.25
1962-63 10.42 2.75 26.39
1967-63 20.55 5.69 27.68
1972-73 39.62 11.72 29.58
1977-78 63.18 15.7 24.85

Source* Derived from Sable IV. 1.



A.5 Rate of Growth of Expenditure on Social and

Community Services*

She percapita expenditure on this function increased 

tremendously Doth at current and cornstaut prices over the 

period of twenty-one years in all the states.

With’ the exception of Haryana, Jammu & Kashmir, Mahara­

shtra and Rajasthan the rate of growth of Social and Community 

Services expenditure ms greater than 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 states over the tweniy- 

one years period under our review.

She share of total expenditure devoted to Social and 

Communily Services had an upward trend in all the states 

except Jammu & Kashmir where it almost remained unchanged.

She claim of Economic Services had a downward movement in all 

the states except Haryana, Jammu & Kashmir, Maharashtra,

Punjab and Rajasthan. She administrative services as a pro­

portion of total expenditure was higher than Social and 

Community Services in Jammu & Kashmir, Punjab and Uttar 

Pradesh in 1957-58. In 1962-63 also it was higher in Jammu & 

Kashmir. She siaare of these two services were almost equal 

in Rajasthan in 1957-58, and in Uttar Pradesh in 1962-63*
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Except these variations, the share of Social and Community 

Services in total expenditure was higher in all the other 

states in these years and too high in all the sixteen states 

during the 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 

1957-53 to 1977-78. It is, therefore, not inappropriate to 

refer her^ that, "The proportion of total expenditure devoted 

to social expenditures tends to rise in the course of 

economic development which means it grows at a faster rate 

than the average of other government expenditures.

B. Distribution of the Expenditure on Social and 

Community, Services.

A discussion on the distribution of the expenditure

on Social and Community Service is warranted to know the items
\

that contributed most to the increase in social and community 

services expenditure.

Table IT.3 presents the constituents of social and 

community Services expenditure.

Amidst the components of Social and Community Services

Education dominates others. Medical and Public Health stands

next to it. On average education accounted for 60.61$ and

4 Richard S. Thorns "The Evolution of Public finances During 
Economic Development," The Manchester School of Economic and 
Social Studies. Tol.I, XXXV, Io.1, January 1967, p.23»
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and 58.03$ of the Social and Communily Services expenditure 

in’ 1957-58 and 1977-78 respectively.

The share of Medical and Public Health varied from 18.65$ 

in Kerala to 28.06$ 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.

She other functional heads Housing, Labour and Employment, 

Relief on natural calamities and 'others’ had individually 

taken smaller shares. So v/e are not interested in all of them. 

We make a reference to Housing, Social Security and Welfare 

and Relief on latural Calamtieis.

\

B.2 Housing s

"The expenditures on Community Development and Housing 

reflect a combination of consumption and production externa­

lities. To the extent that the housing levels of the poor 

affect the welfare of the other members of society, govern­

mental intervention is needed to provide an adequate housing
5services." This signifies the importance of housing.

Housing includes 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 Schemes, 

Rental Housing scheme, Housing for weaker Sections of the 

Community etc.

5 John P. Due and Ann P.Priedlander s government Finances,
Economics of the Public Sector. (Richard D. Irwin, Illinois), 
7977, P.WT ' —



In the first plan two urban housing schemes were formula­

ted and the^ were subsidised Industrial Housing Scheme and 

low Income Group Housing Scheme. During theSecond Han six 

more social housing schemes, namely, (i) Subsidised Housing 

Scheme for Plantation Workers, (ii) Slum clearance Scheme,

(iii) Village Housing Project Scheme, (iv) Middle Income 

Group Housing Schemes (v) Rental Housing Scheme for State 

Government Employees and (vi) land Acquisition and Develop­

ment Scheme were taken up.

The Pifth Plan sought to achieve the following objectives 

and thqy are {i) preservation and improvement of the existing 

housing-stock| (ii) provision of house-sites to landless 

labourers as part of the Minimum Heeds Programme, (iii) 

continuance of existing schemes to provide subsidised house 

to certain weaker sections of the community; (iv) expansion 

of support to institutional agencies such as Housing and 

Urban Development Corporations and Housing Boards under the 

State Governments to enable 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.3 that the proportion of 

total expenditure spent on housing is meagre and the pro-
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portion has declined by 1977-78 in all stales except Mahara­

shtra and Tamil Nadu* l'he percentage of total expenditure 

spared for housing in 1977-78 was highest in Maharashtra by 

2.47# followed by Tamil ladu 1.30# and Orissa 0.92#.

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

6
various social housing schemes.

It has been argued that, “The poorest classes have

suffered most since the public housing construction has been

implemented with the middle classes an view, there has been

practically no effort to house working classes. Even though

some of the dwellings built for working classes are let for

subsidized rents, th^sr still cost the workers too much.
7Very little progress has been made in slum clearance./

B.3 Expenditure on Social Security and Welfare.

The next item that showed an increasing tendency 

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

Government of India, Ministry of Information & Broadcasting! 
India, - a Reference Annual, 1978, §.382.
Mohammad Zahir: Public Expenditure and income Distribution 
in India. (Associated Publish in g~Souse, Sew Delhi), "l972'j"p.94 •
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importance of Social security had been stressed as early 

as 1953-54 by the Saxation Enquiry Committee, It pointed out 

that, ’’In advanced nations social security and Social 

Services are implemented on a large scale and these measures 

include unemployment insurance, old age pension etc. I'he 

social service expenditures in these countries have a 

larger ’transfer payment* content in them. It is infact the 

’transfer payment’ of this nature that carry a more ’redi­

stributive’ element in expenditures. She need for such 

expenditures in the Indian. Context hardly requires any
Q

emphasis”.

Social Security and Welfare includes expenditure on 

Civil Supplies, Belief and Rehabilitation of displaced 

persons, welfare of Scheduled Castes,Scheduled Sribes and 

Other Backward Classes, Social Welfare Programmes like 

Education and Welfare of handicapped, Women’s Welfare, Family 

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 freedom fighters and their 

dependents and protected saving schemes.

John I. Due andAnn P, Friedlander point out that, "New

8 Government of India* taxation Enquiry Commission Report, 
1953-54, vol.I, p.142.
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York and Massachusetts pay two to three times as much to

reeipents as, say, Mississippi or Alabama, Finally, the

gwelfare programne does not reach most of the poor," Same 

is the case among the states in India,* *

B.4 Expenditure on Relief on latural Calamities,

Provision of relief to victims of natural calamities 

is one of the basic responsibilities of state governments, 

Shis comprises the spending on relief operations necessitated 

by the occurrance of natural calamities like famine, floods, 

droughts and cyclone etc. This expenditure 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 

lest Bengal spent Bs.180 lakhs and is.290 lakhs respectively.

In 1977-78the Government spending on relief on natural cala­

mities amounted to the tune of Bs.5306 lakhs in Andhra Pradesh, 

lh.1126 lakhs in Madhya Pradesh, Es.1019 lakhs in Rajasthan, 

Bs.1025 lakhs in lamil ladu and Fss.1135 lakhs in West Bengal.

As 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. She severity of this expenditure

9 John F. Due and Ann. F. Friedianders o£.cit., p.121,
* Government of India, Report of the Finance Commission, 1978, 

p.14 *
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on the state budget will be clear when we compare it with 

the expenditure on,some other functional categoriesIn 

1977-78 Andhra Pradesh had spent 9,0Qfj'o of its total on Medical 

and Public Health whereas it bappen*ito spend 7*14$ on relief 

on natural calamities. In almost all the states this expendi­

ture function absorbed more than teat had been spared for 

individual items like Housing, Labour and Employment and 

‘Others* which have larger ’transfer payment’ content in them. 

Hence A. Prerneband remarked that “The resources of the States 

meagre as they were, were hardly adequate to finance the 

developmental activities and what little they had they spent

in off setting the periodic liabilities inflicted by floods,
10famines and droughts". Owing to the burden caused by the

11relief opera-cions the state governments opposed the Sixth 

Pittance Commission’s recommendation that, “the States, which 

are constitutionally responsible for provision of relief may 

often be called upon to deal with situations caused by 

localised failures of crops or distress uaused by floods, 

cyclones and the like and other calamities* In our view, 

states should be enabled to tackle on their own ?*ay such
1 2situations without having to invoke central assistance".

10 A. Pre me band. Control of Public Expenditure in India.
(Allied Publishers, Bombay }, 19*53,' p.'7$7

11 See the Memorandums submitted by- the State Governmaats to 
the VII finance Commission.

12 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 Finance-.Commission asserted that, "the non-plan 

expenditure on relief account has been substantial in many 

states and this could have been met only by economies in 

maintenance expenditure and in Flan expenditure as well as 

through budgetary deficits, which we consider undesirable.

We note here that on such occasions the State econoray often 

suffers a set back and the State budget some loss of revenue”. 

As such, it recommended two measures iin favour of the states. 

Regarding drought relief, if the relief expenditure in any- 

year exceeds the margin provided by the commission as grant 

and the state's plan contribution, then the extra expenditure 

should be given by the Centre to the full extent half as
s

grant and half as loans. With regard to expenditure on relief 

and restoration of public works following floods, cyclones and 

other calamities of this nature, it suggested, that the Central 

assistance should be made available as a non-plan grant, not 

adjus-cable against the Flan of a State oi’ against the Central 

assistance for the Flan, to the extent of 75 per cent of the ■ 

total expenditure in excess of the margin. She remaining 25$

should be borne by the State which would discourage wasteful
14expenditure.

13 Government of India, Report of the Finance Commission, 1973,
P*52.

14 Ibid, p.55.



Phis approach of the Seventh Finance Commission clearly 

exposes the severity of the expenditure burden borne by the 

states.

Mow 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*. ^
S

Education is a state subject. It claims the major chunk 

of the expenditure charged to revenue.

i’he reasons for the growth of this expenditure are many

and varied. In tracing the growth of expenditure on education

in developing countries A.H. Prest purported that, "It is

not difficult to see the reasons for these developments in a

qualitative way. It is partly a matter of population growth

and especially urban population growth, partly that there is

an element of keeping up with the Jones in such matters,

but most important of all, a belief in the idea that there

are real advantages to be won from the accumulation of human

capitals greater physical and mental dexterity, better

knowledge of job opportunities, greater willingness to take

risks and launch out into new enterprises and new jobs, the

2fee expenditure items (i) Amount transferred to Fund for 
promotion of Education amongst educationally Backward Classes 
and (ii) Expend it ire for promotion of Education among educa­
tionally backward classes were booked under the major head 
Education before 1974-75. As per the new classification we 
have shifted them to Social Security and Welfare.



hope that more education contributes to the breaking down ■ 

of antiquested class structures and possibly also to the 

potential effects of slowing down the growth rate of popula­

tion.?' He, further, has added, that, "It has not proved easy 

to disentangle purely economic determinants of educataon 

expenditure in developing countries by econometric cross-

section methods? it may wellbe that political and social
iinfluences are the ovex* riding ones.” "

Should education be publicly financed? It has been 

argued that, "one social factor is a concern with "standards’ 

in education. Tia public provision of education as well as 

public financing the state can exert greater control over 

standards. Presumed under this is the notion that the state, 

rather than the students and their parents, kno?; the best 

what the standards olight to be. Also involved might be a 

feeling that public education is a form of income distribution

and that as such the whole process should only be in the hands
16of the government."

Expenditure on education is a form of investment. 

Investment in education leads to increased production and

15 A.R.Prest3 Public finance in Developing Countries. (L.L.B.S. 
Edition), 1975, PP* 121 -122.

16 Bernard H. Blooms and TliT-v/ELIIU; "towards a Positive Eheory 
of State and Local Public lxpend.iture’s An Empirical Example". 
Public Finance Ho.5, 1971, p.423*



17social transformation. As an example, here, we make 

reference;to some studies done on these lines. Theodore \T. 

Schultz concluded from an examination of the relationship 

between expenditures on education and physical capital forma­

tion in the United States for the period of 1900 to 1956 

that expenditure on education contributed 5*5 times more than

the investment in physical capital. Edward E. Dan is on showed
f-i

that in the United States education was the source'23$ of
A

the growth of total real national in cane per person employed 

during 1929-1957* Hector Correa attributes 31$ of the increase 

in private non-farm GIP of United. States between 1909 and 1949 

to labour capital inTjJmts, 5*5$ to incr©neats in education of 

the labour force, 4*4$ to proved working capacity due to 

health improvements and 59.3$ to other technological 

progress.
/

Having enumerated the general causes for the growth of 

expenditure on education and its economic and social benefits,

17 See William G. Shepherds Alternatives for Public Expenditure, 
ed. Richard Cave: Britains Economic Prospects. (George Allen & 
Unwin, London), 1963, p.4l5T~”"
GFih Peters. Cost-Benefit Analysis and Public Expenditure. 
(Institute cf Economic Affairs-¥eitmlnister), 1973,PP*1 0-11 • 
Ronald A. Wykstra* Human Capital formation and Manpower 
Development (The free Press, Uew"Tork}7*"19717”P*26.
T.Mathew* Economics of Public Expenditure (Tora & Co., Bomb ay) 
1972, pp,90i!TOT“
Otto Eckstein: Public finance (Print iee-Hall, lew Jersey), 1 964
p»16.
S.H.Bhargava: The Theory and Working of Union finance in India
(Chaitanya Publishing fiouse, AllahabadJT""'^ 977, p.489.

\

18 Quoted by D.M .Manjundappa; Studies in Public finance.
(Asia Publishing House, Bombay77 1976, p.16.



we proceed to the analysis of the education expenditure of 

the states in India.
/

s V

We make use of the percapita expenditure for inter-state 

comparison. We are not using per pupil educational expenditures 

for obvious reasons. It may not he incorrect to refer here 

that, "Three possible measures of public expenditure for 

education exists total educational expenditure, per pupil 

educational expenditurem, per capita educational expenditure''.. 

Since there is a variation among communities in the percen­

tage of population of school age, per capita measures will 

provide more information about community expenditure effort 

than will per pupil measures. It is on this basis that the

percapita public expenditure measure vra.s picked up as most
19suitable for the purpose at hand."

B.5.1 Levels of Percapita Expenditure on Education.

Tables IF.4 and IT.5 present the expenditure on Education 

at current and constant prices respectively.

As seen from Table IT.4 the education expenditure per 

head of population was at the height in Kerala and at the 

bottom in Bihar in all the years. The percapita expenditure 

on education in Kerala was three times higher than that of 

Bihar. Historically Kerala spends much on education.

19 Bernard H, Blooms and TEH-W1IHU, op.cit., p.425*
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In 1957-58 Kerala had the percapita expenditure at 

Es,6«47 followed by Maharashtra with Bs.4.19* ®he percapita 

expenditure in Bihar was Es.1.89 in that year. By 1977-78 the 

education expenditure per head of population was to.60.20 in 

Kerala followed by Rs.51 *56 in Punjab. Ihe lowest level was 

fis. 21.05 in Bihar. Shough a weaker state, Assam possessed 

relatively higher percapita expenditure.

Share of the Expenditure on Education :

She proportion of total revenue expenditure devoted to 

education differed from 14,54$ in Uttar ^radesh to 35*94$ 

in Kerala in 1957-58 and from 17.04$ in Jammu & Kashmir to 

35.29$ in Kerala by 1977-78. Of all the states allotment of 

highest share to this function occurred in Kerala in all the 

years. Jammu & Kashmir spent the lowest percentage except in 

1957-58 when Uttar Uradesh stood at the bottom. Barring Jammu 

& Kashmir and Maharashtra the percentage of total 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.

Rate of Growth of Education Expenditure s '

l5he percapita expenditure on education increased in all 

the states both in mon^y terns and real terms over each six 

year period.
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Over the twenty-one years it grew faster in Jammu & 

Kashmir than in other states* She smallest growth was in 

Madhya Pradesh. It spurted up by 1441*6$ and 631*50$ in those 

two states respectively.

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

the same period.

Inter-state Disparity in the Per capita Expenditure :

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

in the percapita expenditure levels.,

gable IV-6

Measures of inter-state variations in percapita 

expenditure on education

I. Ratio between the lowest and highest percapita 

expenditur e 1ev els.

1957-58 1 *3

1962-63 1*3

1967-68 1 *4

1972-73 113 .

1977-78 1*2.79

/



150
gable IY-6 (contd.)

IY. Rank Correlation coefficient between 1957-58 percapita 
expenditure level; and the percentage variation to per­
capita expenditure levels.

1957-58 and 1962-65 -0.5617* *
1957-58 and 1957-58 -0.2941
1957-58 and 1972-75 -0.4705
1957-58 and 1977-78 -0.5705*

* Significant at 5$> level.
Source* Derived from Sable IY-4.

She inter-state disparity to the percapita spending is 
wider and almost remains stable, She relative ranking of 
the states by the size of their percapita expenditures also 
almost stayed constant as disclosed by Table IY.7*

Sable IT-7

Matrix of Rank Correlations Among the Rankings 
of Percapita Expenditure on Education in 
Selected Years

Years, 1957-58 1962-63 1967-68 1972-73 1977-78

1957-58 1 0.5117* ’ 0,6264w* 0.6294** 0.7411**

1962-65 1 0.8411** 0.8235** 0,7676**

1967-68 1 0.9470** 0.8573**

1972-73 • 1 0,8411**

1977-78 1

** Significant at 1 $ level
* Significant at 5f° level.

Sources Derived from Sable I?.4.
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Ihe states Assam, Gujarat, Haryana, Kerala, Maharashtra 

and Punjab; continued to have larger per capita expenditures 

while tha weaker states Bih.ar," Madhya Pradesh, Orissa, Rajas-? 

than and Uttar Pradesh remained below the all states average 

percapita levels with their smaller per capita expenditures.

‘.Therefore no appreciable change happened in the inter­

state spending differentials and relative ranking of the 

states.

B.5.2 Distribution of Education Expenditure 1

l'he aggregate expenditure on education comprises the 

government spending on Primary Education, Secondary Education, 

Higher, Education, technical Education, Special Education and 

General Education. An analysis'of the distribution of the 

expenditure on, education will show the growth pattern of edu­

cation expenditure and tne relative importance of its compo­

nents in different states,.

Of 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
20total expenditures". When distributed the, in crease in the

total expenditure on education on its components primary

20 B.U. Ratchford* Public Expenditure in Australia.
(Duke University Press, London), 1959, P*54»
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and secondary education accounted foremost to the increase.

I'he distribution of the education expenditure is presented, 

in fable IY.8.

Expenditure on Primary Education s

In 1957-58 the pereapita expenditure on primary education 

was highest at Es.3.14 in Kerala followed by 8s.2.54 in Mahara- 

' shtra and Rs.2.46 in Karnataka. It was lowest, at 0.22 paise in 

West Bengal.
I

t

In 1974-75 also the pereapita expenditure on primary 

education was greats? in Kerala and was least in Andhra 

Pradesh. In 1957-58 and 1974-75 the states Bihar, Jammu & 

Kashmir, Orissa, Uttar Pradesh and West Bengal were belo?f 

the all state average level. In 1974-75 Andhra Pradesh, 

Haryana, Madhya ^radesh, and Punj ab joined with them.

A comparison of the positions of the states in relation

to pereapita aggregate expenditure on education and pereapita

expenditure on primary education gives some interesting

informations, lor instance Jammu & Kashmir, Haryana and

Punjab had their pereapita total education expenditures
m.above the all state average^!974-75• Curiously their per- 

capita figures on Primary education were below the all state

21 We' confined our analysis to the period 1957-58 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* On the other hand, though the per capita 

expenditure on education as a whole was lower than the all 

state average in Assam:, Gujarat, Karnataka, Rajasthan and 

Tamil Nadu in 1974-75 their percapita expenditure on primary
ofeducation was above the all state average^that function.

L

The states Bihar, Orissa and Bttar Pradesh stood below 

the all state average level in terms of percapita total 

education expenditure as well as percapita primary education 

expenditure in 1957-58 and 1974-75* Bo-tti the percapita figures 

were below the all state average in Andhra Pradesh and West 

Bengal in 1974-75%

The coefficient of variation which was 55*62$ in 1957-58

decreased to 33*17$ in 1974-75 indicating that the inter-state
\

disparity tends to narrow down. However the gap is still very 

wide.

The Sixth Finance Commission recommended for the provision 

of funds£jf Andhra Pradesh, Bihar, Haryana, Madhya Pradesh, 

Orissa, Punjab, Rajasthan, Uttar Pradesh and West Bengal 

with the intention of raising their percapita expenditure on 

primary education to the all state average level within five 

years period from 1974-75 to 1978-79* Even then all these

22 Government of India, Report of the Sixth Finance Commission, 
1973, P*51*
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states except Rajasthan stood below the all state average 
per capita expenditure on primary education./^

Share of' Primary Education* *

The proportion of -fee expenditure on Primary education 

to the education expenditure as a whole varied from 6.23$ in 

West Bengal to 60.91$ in Maharashtra in. 1957-58 and from 29.99$ 

in Punjab to 60.97$ in Bihar in 1974-75. By 1974-75, apart 

from Andhra Pradesh, Karnataka, Maharashtra, Punjab and Tamil 

ladu the share of primary education increased from 1y57-58 

level in all the states.

■Expenditure on Secondary Education :

The Resolution on Rational Policy on Education, 1968,

Viewed, that, "Educational Opportunity at the secondary

(and higher) level is a major instrument of social change and

transformation, facilities for secondary education should

accordingly be extented expeditiously to areas and classes
24which have been denied these in the past.",

23 In 1975-76 also all these states except Rajasthan and Punjab 
stood below the average for all states.

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

24 Government of India, Ministry of Education: Resolution on 
Rational Policy of Education, (If.F. 30-60/67.1.4) 1968,p.10
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She per capita expenditure on secondary education was 

Es.1.89 in Kerala and paise 0.25 in Bihar, the highest and 

the lowest levels among all the states in 1957-58. 1he per- 

capita figures on secondary education, in 1974-75, was at the 

peak level at Es.20.12 in Punjab followed by Bs.17*05 in Jammu 

& Kashmir* It was lowest in Bihar at Es.2.04*

She coefficient of variation remained at 60.25$ in ' 

1957-58 and 49.11$ in 1974-75* Shis implies that there is wide 

disparity in the percapita expenditure on secondary education.

She share of secondary education in aggregate education 

expenditure varied from 11.02$ in Karnataka to 43.34$ in 

Rajasthan by 1957-58 and from 13*65$ in Bihar to 53$ in Punjab 

by 1974-75* It is interesting to note that in 1974-75 Bihar 

and Punjab allotted respectively the highest and lowest per­

centage on primary education, -he claim of secondary education 

decreased from 1957-58 level only in two states namely Kerala 

and Rajasthan. It almost remained stable in Bihar and went up 

in other states.

Expenditure on Higher Education.

She expenditure on higher education comprises University 

education and technical education in our analysis* In 1957-58 

the maximum percapita expenditure level was 0*59 paise in 

Punjab and the minimum level was 0.16 paise in West Bengal.
I
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By 1974-75 Kerala ousted Punjab from first place. Kerala had 

the percapita level-at is.6.34» By replacing West Bengal,

Uttar' Pradesh went to the last place with Bs.1 .83. The 

coefficient of variation increased from 27.27$ in 1957-58 

and 31.46$ in 1974-75* She percentage tof total education 

expenditure allotted to higher education ranged from 5»33$ 

in Kerala to. 15.47$ in Punjab in 1957-58 and from 10.04$ in 

Uttar Pradesh to 21.60$ in Andhra Pradesh in 1974-75* Except 

Madhya Pradesh and Punjab all the states increased their-shares 

for higher education during the period of our analysis.

Special Education.

Special education includes expenditure on Audit Education, 

Promotion of Modern Indian Languages and Literature, Commercial 

Institutes and other Expenditures.

The aim of adult education has been mentioned as 'She 

liquidation of mass illiteracy ’. The PLesolution on National 

Policy on Education states that, "The liquidation of mass 

illiteracy. is necessary not only for promoting participation 

in the working of democratic institutions and for accelera­

ting programmes of production especially in agriculture but

for quickenirg the tempo of national development in general.” 25
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liae highest level of percapita expenditure on special 

education was 0.27 paise in Maharashtra and O.33 paise in 

Punjab in 1974-75* fhe average per capita level stood at 0.14 

paise in 1957-58 and 0.18 paise in 1974-75* She proportion 

of special education expenditure in total expenditure declined 

drastically in all states by 1974-75* I’his tendency on the 

part of the states is in eontr&vaation with the objectives 

of National j-- -in. Policy on Education.

Expenditure on General Education.

She General Education includes expenditure on Direction 

and Administration, Research, draining, Scholarships, (transfers 

to/from Reserve funds and Deposit Accounts and other expendi- 

tur es.

fe.2.61 in West Bengal and Es.2.32 in Maharashtra were the 

highest levels of percapita expenditure on general education 

in 1957-58 and 1977-78 respectively. In all states but Uttar 

Pradesh snd lest Bengal the percapita expenditure went up. 

While the percentage of to-cal education expenditure spent on 

General Education decreased heavily in most of the states in 

1974-75 it went up in Gujarat and remained, without change in

Maharashtra.



Growth of Expenditure on Different Levels of Education.

The above analysis -shows that the expenditure on 

different levels of education increased phenomenally 

during the seventeen years.- When we compare the rate of growth 

of expenditure on these different levels we get an interesting 

picture. The primary education expenditure shot up faster 

than that of secondary education in Bihar, Gujarat, Haryana, 

Jammu & Kashmir, Kerala, Rajasthan and West Bengal. Expenditure 

on Secondary education had grown faster in the other nine 

states. In general the raagniutude of increase in secondary 

education expenditure was higher than that of primary and 

higher education.

B»5»5 Expenditure on Education and Literacy Rate.

Are there any relationship "between the level of per- 

capita total expenditure on education and literacy rate?
i

From Table IY-9 it can be seen that the literacy rate is 

higher in Kerala than in other states where the percapita 

expenditure and percentage of total revenue expenditure 

devoted for education are higher than in any other state.
*

In general we can say that in those states where the per~ 

capita, expenditure is lower than the all state average the 

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

in Andhra Pradesh, Bihar, Madhya Pradesh, Orissa, Rajasthan r



Sable IV-9

Literacy Rates, 1961 & 1971

States Percentage 
1961

of Literacy 
1971

1. Andhra Pradesh 21*2 28.52
2. Assam 27*4 34.60
3. Bihar 18.4 23.35
4. Gujarat 30.5 41.84
5. Haryana 31.91
6. Jammu & Kashmir 11.00 21.71
7• Karnataka 25 *4 36.83
8. Kerala 46.8 69.75
9* Madhya Pradesh 17*1 26.37

10. Maharashtra 29*8 45.77
11. Orissa 21.7 30i53
12. Punjab 24.2 38.69
13* Rajasthan 15.2 22.57
14* i'amil Nadu 31 4 4540
15* Uttar Pradesh 17*6 25*44
16. West Bengal 29.3 38.86

All India 24.00 34*45

Sourcei India, A Inference Annual, 197 Q» 1977-78, 
pp.64, and 57-59 respectively.

and Uttar Pradesh the percapita. expenditure on education 

is lower than the all state average and the literacy rate is 

also low in these states. But it is a paradox that in Jammu 

& Kashmir the percapita expenditure has been far above 

the all state average whereas its literacy rate is lower.



Perhaps, what, this state, is spending now may he in- - 

adequate and it may have to he stepped up. Another exception 

is West Bengal. In this state the pereapita expenditure is 

lofjer than the all state average since 1967-68 hut its litera­

cy rate is quite high.

B.5.4 Causes for the Increase in Education Expenditure.

The expenditure on Education increased vastly because 

of the responsibility imposed by the Constitution of India, 

and the importance given to it by the state governments. The 

constitution also imposes the obligation of free and 

compulsory primary education till the age of 14.

The live Year Elans of India which reflect the efforts 

of -States to translate the Constitutional obligations into 

reality, recognised that, "Education is the most important 

single factor in achieving rapid economic development and 

technological- progress and in creating a social order formed 

on the values of freedom, social justice and equal opportunity 

The fourth Plan aimed at the removal of deficiency an the 

system and link it more effectively with the increasing 

demands of social and economic development, to remove internal 

stresses and strains in the educational system which have 

developed in consequence of rapid expansion in the first

26 Government of India? Planning Commission, Draft Third five 
Year Plan, p*573*

26



three Plans and to extend the system in response to social 

urges and economic needs.

l'he Fifth Plan laid emphasis on (i) ensuring equality 

of education opportunities as part of the overall plan of 

ensuring social justice; (ii) 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
v 27the tasks of social and economic development".

further 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 Plans

arid the number of high level national commissions which have
28been set up to review the subject in different countries".

It is interesting to note that this function received highest 

share in total revenue expenditure of the states and govern­

ment of India had appointed high level committees on education.

Recommendations of the Education Commission were incor­

porated in the national Policy Resolution 1968, and are under­

various stages of implementation by the Central and State

27 Government of India, Planning Commission.. Draft fifth five 
Year Plan, p.192.

28 A.R. Prest. op.cit., p.121,
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governments. She key points are (i) free and compulsory 

educ&tionupto the age of 14? (ii) improved status, emoluments 

arid education of teachers; (iii) three language formula and 

development of regional languages; (v) equalisation of educa­

tional opportunity and tue promotion of science and research;

(v) development of education for agriculture and industry

(vi) improvement in the quality and production of inexpensive

text books; and (vii) investment'of 6 per cent of the national

income on education. Bnphasis was also laid on the spread of
onliteracy, adult education and promotion of games and sports.

'ihe implementation of all these objectives caused the 

rapid expansion of the education expenditure thro ugh increased 

emoluments to primary, secondary and university teachers, 

spreading of education, training and research, scholarship 

and provision of other facilities.

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

Expenditure levels.

low, the important question crops up. What are the 

factors responsible for the variations in the groffth of educa­

tion expenditure among the states? Whether this variation is

due to varying emphasis laid on different levels of education 
ovby states/vit is due to the pay-scale differences prevailing

29 Government of India, Ministry of information and Broadcasting. 
India, a Reference Annual 1977-78, p.49.



in the ed neat ion system in the states? l'he variations in

the pay-scales are partly responsible for the variations in

the expenditure 03a education* In the words of G-.D. Sharma,

"She analysis of j>ay-scaies of teachers at various levels of

education reveals that scales vary from state to state. In

some states they vary between privately and government managed

institutions. As the salaries account 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-
30scales of teachers." He has further added that,'It was

found that variations in allocations did not vary with

economic levels. Ehey may therefore be due to variations in

emphasis 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
31traditional lines and on an ad-hoc basis."

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

^he other two relevant issues are, have we achieved the

goal 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?
30 G.P. Sharma* Resource Allocation on Education (Association 

0f University"'Press, Hew Delhi), 1978, pp.102-103.
31 ibid, p.105
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All the states have introduced free education for

children in the age-group 6-11* It is also free for children

in the age-group ,11-14 in all states except Orissa, Uttar

Pradesh and West Bengal. Even in these states, girl students
32'and students from backward communities get free education.

laULe IY.10 shows that even by 1977-78 the states have 

not provided compulsory education for the children in the 

age-groups 6-11 and 11-14* She enrolment rate is very low in 

Rajasthan. Only 54*7$ of the children in the age-group 6-1,1 

are in schools.She 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. Shis shows the heavy dropout rate,. i!he states 

have neither, fully achieved free education nor compulsory 

education as directed hy the Constitution.

In the words of Jozsef Bognar, "Ihe absence of the 

majority or a great part of school-age youth from primary 

education hampers the diffusion of agricultural and sanitary 

knowledge and creates deep gulf in the cultural standards of 

population--. Amidst a very backward rural population the 

trained functionaries will enjoy privileges which are not in 

keeping with the endeavours of the government and the political 

forces. lot only the obsolete social conditions can create 

substantial cultural disparities through the cultural monopoly

32 Government of India, India, k Reference Annual 1977-78* p*52.
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of the leading classes hut vice-versa, the great discrepancies
' 33in cultural standards way "bring about sharp social-differences".

l’he facts presented in the table and the consequences of 

the lack of primary education as mentioned by Jozsef Bognar 

pose the question of expenditure on the levels of education.

Which level of education should be given priority? Should the 

investment on the levels of education be made on the basis of 

the social and political objective of the achievement of 

compulsory and free education upto the age of 14 or on the 

basis of returns to investment.

Jozsef Bognar felt that in 'Partly Advanced' countries

(in which group he has included India), "within the national

education programme the largest part of the financial means
(about 35 to 45 per eent) should be assigned to secondary •

schooling, not much less (30 to 40 per cent) to primary school-
*54.ing and the rest (15 to 25$) to higher education", A study

on the rate of returns to investment on education in India

made by Prof. Y»B» Kothari reveals that social monetary rates
35of return is higher to secondary education. Ihe objective 

of 1 equaLily' that is compulsory and free education upto the

33 Jozsef Bognar! Economic Policy and Planning in Developing 
Countries.(Akademiai Kiado, Budapest ), 1969, P»313*

34 Ibid, p.313.
35 ¥.1. Kothari, "Returns to Education in India", ed* Baljit 

Singh1 Education As Investment (Meenakshi Prakashan, Delhi),
1967, P»136. Also see"'G,D.‘"Sharma, op.cit., p.12.
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age of 14 warrants that primary education should be given 

importance, ftae ’efficiency’ criterion, that is, rate of 

returns to investment stresses that emphasis must be laid on 

secondary education. It has been observed that, ’’such equality 

may be largely complementary to efficiency? creation of a 

"fairer" set of educational opportunities may yield greater 

participation and acquiescence of workers qua parents in the 

whole range of economic adjustments, in any event the broader
56

benefits of education go beyond its apparent economic returns".

Bo a well thought out policy regarding the allocation of 

resources on each level of education will be more fruitful.

0. Expenditure on Medical,’ Family Planning and Public Health.

. Medical and Public Health is another major expenditure 

item among the Social and Community Services in the Revenue 

Account. Ihe expenditure on Medical and Public Health are 

primarily income transfers in Kind. R.A. Musgrave uses the 

term, "merit goods" since the society views adequate health 

standards as sufficiently 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 is nothing more than another way of expressing 

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

56 William G.S. Shepherd* "Alternatives for Public Expenditure". 
Ed. Richard E. Cave* Britain’s Economic Prospects.
(George Allen & Uni?in Bid.) 1969, p.416.
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affect the utility levels of others in the society. Thus 

merit .goods reflect 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 out that "In

many of the matured economies economic growth has been

associated with improved health of the population as an

increase in the expenditure pa? head of population on
37health and medical services.”

In India, Medical and Public Health services 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 its people and the improvement of public health

as among its primary duties”. The same feeling runs through the

objectives of the five Year Dlans, The Second live Year Plan

maintained that, the prime aim is "to expand the existing

health services, to bring them increasingly within the reach

of all people and to promote a progressive improvement in
33the level of national health”. The objective of the Third 

Hive Year Plan was,"to bring about progressive improvement in 

the health of the people by ensuring a certain minimum of 

physical well-being and to create conditions favourable to

37 T. Mathews Economics of Public Expenditure (Vora & Co.,Bombay), 
1972, p.90.

38 Government of India, Planning Commission, Second give Year 
Plan, p.533.
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39greater efficiency and productivity." In short, the objectives
* y i /%

of the first four ;fiye Year ^lans4 were :

i) Control and eradication of major communicable diseases.

ii) Provision of curative, preventive and promotional health 

services.
iii) Augmentation of training programmes of medical and 

para-medical personnel? and

iv) strengthening of the primary health centre complex for 

undertaking preventive and curative health services in 

rural areas.

She fifth Plan tried to provide a minimum public health

facilities integrated with family welfare and nutrition for

vulnerable group - children, pregnant women and nursing 
' 41mother. It aimed at -

i) increasing accessibility of health services to rural areas;

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 iii education and training of health 

personnel?

39 Government of India, Planning Commission. Ihird five Year
Plan, p.61, ~ 

40 Government of India, Planning Commission, fifth five Year i’lan,
p.234. “ ' ' ~ ”
Ibid, p.234«41



vi) development, of referral services by providing specialists 

attention to common diseases in rural areas#

She measures taken by the state governments to achieve 

the objectives of Five Year Hans boosted up the expenditure on 

Medical Family Planning and Public Health. Tables IV-11 and 

IV-12 show the growth of expenditure on this function at

Current and Constant prices respectively#
, \

C#1 levels of Percapita Expenditure.

In 1957-58 the Medical, Public Health and Family Planning 

expenditure per head of population was higher in West Bengal 

than in other states. It was Bs.1 #95 in that state followed by 

fis.1.67 in Assam and 8s. 1.63 in Kerala. The least percapita level 

was Bs.0.77 in Uttar ^radesh.

In the subsequent years Jammy & Kashmir emerged to the top 

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

Share of this functions in Total Revenue Expenditure

In 1957-58 the proportion of total revenue expenditure 

assigned for this function ranged from 5*47$ in Uttar ^radesh 

to 8.70$ in West Bengal. In 1977-78 the share of this service 

was at minimum and maximum levels in Bihar and West Bengal 

respectively. Over the twenty-one years period the claim of



gable 1Y.11
f

Expenditure <m Medical, Putfl.jp Heal ta and. Family Planning,- at
Current Prices

(Total Expenditure in lakhs of fis., Per capita Expenditure in Es.)

S’fcfi't SB 1957-58 1962-63 1967-68 1972-73 1977-78
__ p__ IE EE IE EE IE EE IE = EE IE EE p

increase Increase 
by 77-78 by U7-73 
over over
1957-58 1957-58

Andhra Pradesh 424 1 -24
(7.69)

879 2.3B
(8.11)

1684 447 
(8.87)

28o2 6 46
(8.17)

6683 13.74 
(9.00)

1476.17 1008.06

Assam 185 1.67
(9.60)

436 341
(9.81)

590 440
(5-97)

903 5.81
(743)

1831 ;o.64
(7.69) .

943.78 54940

Bihar 460 1.05
(7-70)

684 143
(8.19)

886 1*68 
(5*16)

2605 •: .51 
‘ (7.79)

4-OiS 6-45 
(8.34'

780.00 ‘ 514.28

Sujarat 318’'> 1.56 
(6.20,

411 1.92
(5.79)

1173 4.84 
(8.00)

2R09 1049
(9.59) -

A973 6.07
(10.0°)

1463.83 930.12
i

Haryana 327 3.56
(5,88)

1043 10.13 
(8.75) •

2252 19.71 
(9.74)

588.68 ,453.65

Jammu & Kashmir 55 1-39
(7.38) . ,

140 3.84
(5.58)

355 8.67
(7.89)

564 11.92
(5-81)

1181 22.62 
(8.14)

2047.27 1527*33

Karnataka 307 1.39
(5.77)

767 3 4 5
(8.16)

1025 3.79
(6.50)

2727 9.07
(8.34)

4777 14.46 
(8.94)

1456.02 940.28

Kerala 256 1.63
(8.58)

650 3-71
(9.79)

1260 - 6.43 
(10.16)

1944 8.84 
(9-51)

4166 17.08
(10.01)

1527*34 947.85

Madhya Pradesh 338 1.21 
(6.70)

908 2.71
(10.60)

1382 3.64 
(7.81)

3196 743 
(11.02)

5789 12.00 
(9.89)

1612.72 891.73

Maharashtra 884' 1.58
(7.68)

1146 2.30
(7.82)

2389 5 4 9 
(7.67)

596^ 11.50
(94 j)

9162 15.95 
(8.13)

936.42 909.49

Orissa 139 0.84
(5-91)

412 2.28
(6.24)

763 3-7«
(6.74)

1558 6.91
(8.08)

3006 '2.08 
(8.81)

.2062.58 1338.09

Punjab 235 1.35
(646)

506 2.60
(6.18)

599 4.(4
(6.25)

1592 11.47 
(8.41)

3212 '1.08 
'(2-36)

1266.80 1461 .48

Hajasthan 259 1.39
(8.26)

587 2.81
(10,33)

1751 746
(12.92)

2439 94 9 
(10.07)

5358 '3.10
(11 63)

1968.72 120245

lamil Nadu 4-0 1.41
(7.97)*

958 2.76
(7-86)

1785 4.74 
(7.66)

4055 9761,.
(9.57)

7J0§ *541:
(10.06)'-

7 m4.se 992.90

Uttar Pradesh- 545 0.77
(5.47)

1042 1 .38
(5.52)

2016 2.44
(64 2.)

4475 -4.96
(7.81) ■

9186 )943
(8.64) ' .

1585.50 1124*67

West Bengal . 611 1.93
(8.70) .

1152 349 
(10.14)

2137 5.24. 
(1046)

4046 8«6cs 
(9.81)

8212 1643 
(11.71)

1244.02 735.75

- Source t Appendix Table A. 20.
Hates * - 1. IE — lotal -expenditure on Medical, Public Health and Family Planning ;; 

EE - Percapita expenditure
2* Figures in brackets indicate percentage to total revenue expenditure. 
5» * belongs to 1960-61.

*—J 
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Medical and Public Health in Iota! Revenue expenditure increased 

in all 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' Plannings

In its time pattern growth the percapita expenditure 

increased over each Six-c 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»67f° in 

Karnataka in 1967-68 over 1962-63 and by 4.88$ in Maharashtra 

in 1977-78 over 1972-73-

She Medical, Public Health and Family Planning expendi­

ture per capita sprang up over the twenty-one years period in 

all the states both at current and constant prices. In money- 

terms the fastest growth 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 Bihar and 398fo in Jammu 

& Kashmir.

C.2 Inter-State Variations 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 states.
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Table IV. 13

Measures of Inter-State Variations in Percapita
■Expenditure on Medical, Public Health 

etc,

I. Ratio "between the lowest' and highest percapita 
expenditure levels.

1957-58 152.5
1962-63 112.78
1967-68 155.16
1972-73 1 s2»4
1977-78 1*3.5

Xears learn 
(In fe. )

Standard
deviation

Coefficient of 
Variation(ln i»)

1957-58 1.3464 0.3158 23.4551
1958-59 1.5307 0.371 24.2372
1959-60 1 .7842 0.5136 28.786
1960-61 2.0766 0.530? 25.561
1961-62 2.3646 0.614 25.9663
1962-63 2.6926 0.7341 27.2636
1963-64 2.886 0.7315 25 * 34 65
1964-65 3.12 0.8432 27.0256
1965-66 3.5493 0.9138 25*7459
1966-67 3.9425 1.475 37.4128
1967-68 4.6543 1.7485 37*5674
1968-69 5.0981 1.6106 31 .5921
1969-70 5.8481 1.6188 27.6807
1970-71 6.34 1.9025 30.0078
1971-72 7.2781 2.1681 29.7893
1972-73 S.555 2.3208 27.1279
1973-74 9.3006 3.1085 33.4225
1974-75 10.6906 3.1803 29.7532
1975-76 12.2518 3.9046 31.8696
1976-77 14.6312 3.7873, 25.885
1977-78 15.0718 4.2848 28.4292
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III Rank Correlation Coefficient between 1957-58 peroapita 
expenditure levels and the absolute variations in the 
per capita expenditure levels.

1.957-58 and'1962-63 +0.3125
1957-58 land 1967-68 +0.5405*
1957-58 and 1972-75 +0.3515
1957-58 and 1977-78 +0.4162

IT Rank Correlation Coefficient between,1957-58 ©ereapita 
expenditure levels and percentage variations in per- 
capita expenditure levels;

1957-58 and 1962-63 ' +0.0162 '
1957-58 and 1967-68 +O.O353
1957-58 and 1972-73 ' . -0.1073
1957-58' and 1977-78 ' -0.2426

* Significant at 5$ level.
Sources Derived from fable IT.11.

fhe facts given in the above tabl e connote that the 

inter-state disparity in the p'ercapita 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 Rajasthan and higher per- 

capita levels in the developed and middle level states.

The change in relative rankings of the states as seen in 

fable IT-14 is the outcome of the downward movement of the 

states like Assam, Gujarat, Maharashtra, famil ladu and West- 

Bengal and upward movement of Haryana, Jammu & Kashmir, Punjab 

and Rajasthan.



FIG: BE-4 180

38

3?

36

35

INTERSTATE DISPARI1Y IN PER CAPITA 

EXPENDITURE ON MEDICAL AND PUBLIC HEALTH, ETC

57 58 h2 63 67 68 72 73 77 78

YEARS

SouveeTattle T7”, (3
fi



«i

gable 17.14

Matrix of Rank: Correlations Among the Rankings of Percapita 

Expenditure on Medical and Public Health in Selected Years.

1957-58, (’1962-63 1967-68 1972-75 1977-78

1957-58 1 0,7176** 0.6878** 0.3911 0.3882

1962-63 1 . 0.6661** 0.347 0.4647

1967-68 * 1 0.6132* 0.7102**

1972-73 1 0.8295*

1977-78 1

** Significant; at \$> level 
* Significant at 5$ level#

Source: Derived from Sable IV.11.

The states Andhra Pradesh, Bihar, Orissa and Uttar Pradesh 

•were below the all state average per capita level in all the 

Five Years and Madhya Pradesh stood above the all state 

average level only in 1962-63# Since 1967 - 63, Assam joined with 

these states. It will be appropriate to refer here the recommen­

dation of the Sixth Finance Commission. It identified Andhra 

Pradesh, Assam, Bihar, Haryana, Madhya Pradesh, Karnataka,

Orissa and Uttar Pradesh as the states which were lower than 

the national average and added that, "our immediate objective 

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

. average of all states* We consider that this limited objective
42can and should be achieved within Five Tears, i.e. by 1978-79* 

Surprisingly enough all these states except Haryana and Karna­

taka stood far below the all state average level even in 

1978-79 (Budg et estimat es)

0.3 Distribution of the Expenditure on Medical and 

Public Health Services*

C.3.1 Expenditure on Medical.

Expenditure on Medical Service is one of the components 

of the functional head Medical, Public Health and Family 

Planning. She expenditure on Medical consists of Direction 

and Administration, Medical Relief, Medical Education, Srainiug, 

Research, Employees State Insurance Scheme, Other Health 

Schemes, Medical Stores and Depots, Drug Manufacture, Other 

Expenditure, Deposit Account, Allopathy and Other System of 

Medicines.

Sable IY-15 shows the growth trend of the expenditure on 

Medical. She pereapita expenditure was highest at Es.1.48 in 

West Bengal In 1957-58 and Kerala stood next to it. Shere- 

after it was Jammu & Kashmir which topped the list. Except in 

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

42 Government of India, Report of the Sixth Finance Commission, 
1973, p.51. __ 1 '



1.
 T

E
2.

 
*

1 •
 Co

m
bi

ne
d F

in
an

ce
 and

' R
ev

en
ue

 A
cc

ou
nt

s of
 Un

io
n a

nd
 °t

at
e G

ov
er

nm
en

ts
 in 

In
di

a,
.

V
ol

um
e 1S

t»
7“

58
, 19

60
-6

1,
 196

2-
63

, 19
67

-6
8,

 and
 19

72
-7

3*
2.

 19
77

-7
8 d

at
a -

 St
at

e 
G

ov
er

nm
en

t bu
dg

et
s. 

—
*

To
ta

l ex
pe

nd
itu

re
? PE 

- P
er

ca
pi

ta
 Ex

pe
nd

itu
re

. 
' cr>

B
el

on
gs

to
 196

0-
61

 .. 
o-

>
N

ot
es

So
ur

ce
s!

84
3*

18
 

66
3*

33
 

62
1.

82
79

2.
22

41
8.

23
12

68
.8

0
85

3*
26

 

90
7*

35
 

68
5.

71
 

66
1.

54
 

10
36

.5
4 

10
63

*6
4 

80
0.

89
 

85
3*

33
 

67
5*

00
 

59
1*

22

12
49

*5
0 

11
23

*0
0 

92
8.

93
 

12
49

*4
6 

54
5*

18
 

17
22

.4
5 

13
26

.1
1 

14
67

*6
1 

11
62

.3
4 

63
6.

85
 

16
29

*4
1 

92
5*

73
 

13
28

.2
3 

12
54

.7
6 

97
8.

32
 

10
12

.1
8

8.
30

 
6.

87
 

3*
97

 
8.

03
 

9*
38

 
17

.1
1 

8.
77

 
13

*7
0 

6.
05

 
7*

92
 

5*
91

 
11

.5
2 

10
.0

9 
11

 *4
4 

4*
34

 
10

.2
3

40
35

12
23

24
90

24
83

10
71 89
3

28
95

33
39

29
16

45
48

14
70

17
54

29
35

52
70

42
27

'
52

05

3*
38

3*
26

2.
19

3.
95

4*
61

8.
63

3*
54

6.
33

2.
47

 
4.

71 3.
48

 
5.

12
 

4.
93

 
5.

68
 

2.
32

 

5*
37

PE
 1°

in
cr

ea
se

ov
er

19
57

-5
8

IE
 fo 

in
cr

ea
se

 
ov

er
 

19
57

-5
?

15
08

 
50

6'
 

12
60

 
10

89
 

47
6 

4 0
8 

10
63

 
13

90
 

06
3

24
4 

0 
78

3 
71

03
13

09
23

96
20

95
24

48
’

2.
82

 
2.

39
 

1 .4
6 

2.
49

 
1.

01
 

5.
72

 
2.

14
 

4*
20

 
1.

61
 1 

3*
05

 
1.

96
 

2.
81

 
3.

11
 

3*
37

 
1 .

30
 

3*
76

PE

SI 19
77

-7
8

EE
TE19

72
-7

3

11
37

 
34

3 
76

6 
60

5 
16

6 
23

4 
57

8 
82

2 
61

0 
14

02
 

39
6 

35
5'

 
73

3 
12

70
 

10
72

 
15

33

PE
TE

19
67

 -6
8

1.
70

 
1.

74
 

0.
72

 

1 .
08

2.
77

 
1 .

30
2.

19
1.

19
1.

81
1.

17
 

1*
77

 
1*

79
2.

17
 

0.
75

 
2.

26

39
7

74
4

21
1

34
4'

37
4-

74
7'

56
9

81
6

38
2

62
6

22
3

34
2

23
1

10
1

31
6

1.
25

 
0.

92 t .3
6 

0.
77

 
1.

04
 

0.
52

 

0.
99

 
1.

1 
2 

1.
20

 
0.

56
 

1.
48

49 20
3

21
3

23
1

59
8 85 17
1

20
9

38
9

39
2

46
8

29
9 0.88 

10
0 

0.
90

24
 2

 
0.

55
! $

4 
* o. H

o

A
nd

hr
a P

ra
de

sh
 >

A
ss

am
B

ih
ar

G
uj

ar
at

-
H

ar
ya

na
Ja

m
m

u &
 Ka

sh
m

ir
K

ar
na

ta
ka

K
er

al
a

M
ad

hy
a P

ra
de

sh
 

M
ah

ar
as

ht
ra

 
O

ris
sa

 
Pu

nj
ab

 
R

aj
as

th
an

 
Ta

m
il N

ad
u 

U
tta

r P
ra

de
sh

 
W

es
tB

en
ga

l.

PE

SI

PE
TE

19
62

-6
3

19
57

-5
8

St
at

es

Ex
pe

nd
itu

re
 on

 M
ed

ic
al

 at
 Cu

rr
en

t P
ric

es
 

(T
ot

al
 ex

pe
nd

itu
re

 in 
la

kh
s o

f to
., P

er
ca

pi
ta

 ex
pe

nd
itu

re
 int

o.
)

Ta
bl

e IV
.15



184

Inter-State Variation in Percapita Expenditure Levels*

Table IY-16

Measures of mter-State Variation In tbe 
Percapita Expenditure on Medical Services

Ratio Between Lowest
Levels.

and Highest' Percapita Expenditure

1957-58 1*3

1962-63 • 1 *4

1967-68 1*4 ’

1972-73 1 !4

1977-78 1 54

Year Mean 
(In Es.)

Standard
deviation

Coefficient of 
variation (In fo)

1957-58 0.96 . 0.29 30.20

1962-63 1.62 0*58 ■ 35.80

1967-68 2.75 1.14 41.45

1972-73 4*37 1.67 38.21

1977-78 8.97 3.41 ' 38.01

|II. Panic Correlation Coefficient Between .1957-58 percapita 

expenditure levels and the absolute variation in per­

capita expenditure levels.
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1957-58 and 1962^63 +0,517*

1957-58 and 1967-68 +0,814**

1957-58 and 1972-73 +0.8375**

1957-58 and 1977-78 +0.8287**

TV". Hank Correlation Coefficient 'between 1957-58 percapita 

expenditure level and the percentage variation in per­

capita expenditure levels.

1957-58 and 1962-63 +0.0214

1957-58 and 1967-68 +0,2228

1957-58 and 1972-73 +0.1861
1957-58 and 1977-78 +0.142 '

** Significant at 1$ level.
* Sign if leant at 5 $ level.

Source; Derived from Sable IY.15*

She inter-state expenditure variations 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.

4 3We have distributed the increased expenditure on Medical^"J 

to identify the, component which influenced it mostly, i'he 

item Direction and Administration accounted for 12.11$ of the 

increase in Bihar, Its influence varied from 0*91$ in Mahara­

shtra to 6.21$ in Jammu & Kashmir. Medical care was the 

dominating item in Medical Expenditure. It accounted for

43 We have restricted our analysis upto 1974-75 because only 
, uptp this period the detailed informations are available.
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50.89$ "the increase in the expenditure in Maharashtra and 

83.77$ in Bihar. She 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 1974-75*

0.3*2 Expenditure on Public Health

Public Health is the other item of expenditure under 

the major head Medical and Public Health. She expenditure on 
Public Health is defrayed on (1) Public Health and Sanitation 

and (2) Sewerage and Water Supply. Public Health and Sanita­

tion includes expenditure on Direction and Administration, 

Prevention and Control of Diseases, Prevention of Pood Adulte­

ration, Prevention of Air and Water Pollution, Drug Control, 

Sraining, Health Statistics and Research, Health Education 

and Publicity» Manufacture of Sera and Vaccine, Public Health 

Laboratories, Health Transport, Sanitation Services, Minimum 

Meeds Programme and Other Expenditure.

Sewage and Water Supply Comprises the expenditure on 

Direction and Administration j, Survey and Investigation, 

Research,' Training, Machinery and EquipmentySuspense, Other 

Expenditure, Sevferage Schemes, Urban and Water Supply Schemes, 

Rural Piped Water Supply Scheme, Other Rural Water Supply 

Schemes and Minimum Meeds Programme.
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Table IV.17 presents the expenditure on Public Health.

Levels of Percapita Expenditure*

The percapita expenditure on Public Health was at the 

highest level at 0.55 paise in Maharashtra in 1957-58, at
tyi

Es.1.86 in Karnataka in 1962-65, at te»4»36Aand Es*5»43 in 

1972-73 in Rajasthan and Bs.8.29 in Haryana'in 1977-78. The 

loveest percapita level prevailed in Jammu & Kashmir in 1957-58, 

in Tamil iadu in 1962-63, in Bihar in 1967-68, and in Kerala 

in 1972-73 and 1977-78. We have seen that Jammu & Kashmir, 

Kerala and Tamil-Hadu had higher percapita expenditure 

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

Health.

• r

Inter-State Variations In Percapita Expenditure on 

Public Health.

Table IV.18

Measures of Inter-State Variation in Ber-capita 

Expenditure on Public Health

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

1957-58 1 *5

1962-63 1 :3

1967-68 1 *13

1972-73 1 *5

1977-78 1:5
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Sable IY. 18 (contd.)

Years Mean 
(In Rs. )

Standard
deviation

Coefficient of 
variation(In^)

1957-58 0.37 0.14 37.83

1962-63 1.06 ' 0.39 36.79

1967-68 1.91 0.88 46.07

1972-73 2.70 1.36 50.37

1977-78 4*95 2.05 41.41

Hank Correlation Coefficient Between 1957-58 percapita

expenditure level and the absolute variation in pgr- -

capita expenditure levels*

1957-58 and'1962-63 -0.1882

1957-58 and 1967-68 -0.2257

1957-58 and 1972-73 0.0045

1957-58 and 1977-78 0.0346

IY. Hank Correlation Coefficient between 1957-58 and per- 

capita expenditure level and* the percentage variation 

in percapita expenditure levels.

1957-58 and 1962-63 -0.7088 

1957-58 and 1967-68 -0.8507 

1957-58 and 1972-73 -0.283 

1957-58 and 1977-78 -0.5125

Source; Derived from Sable IY.17*

r
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She inter-state pereapita spending Yariation is higher 

in this function thah in Medical Service. The pereapita 

spending on this function remained continuously lower in the 

weaker states like Bihar, and Uttar ^radesh, inthe mediocre 

states Karnataka, Kerala and in the developed states Tamil- 

ladu and West Bengal. Hence the inter-state disparity level 

remains wider.

0.4 Pauses for the Inter-State Variations in the Pereapita 

Spending on Medical and Bub lie Health.

We have seen in Chapter II that this function has been 

similarly appraised by all the states.Even then the per- 

capita spending variations remain stable at a higher level.

She variations in pereapita expenditure levels among the 

states may be not only due to their relative economic condi­

tions but also because of other factors such as social, histo­

rical. and political conditions prevailing in the states. It 

may be worthwhile to mention here that, "Shis suggests, not 

unreasonably, that differences in countries’ institutional 

structures, reflecting other factors of a social, historical 

and political nature play a larger role than income differences 

in accounting for the inter-country variations in the rela­

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

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

44 l’he Organisation for Economic Cooperation and Development, 
op.pit., p.15.



We hare 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 field. In the rural areas, there were 5,372

primary health 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.

lo case of plague has been reported in the country since 1967.

Small-pox which was a dreaded disease has been brought to zero

level since July 1975'. She country had been declared to have

eradicated small-pox by the International Assessment Commission 
» 4-5on 23rd April 1977* Further partly owing to the increased 

expenditure on Medical and Public Health the death rate 

declined from 56.3 in 1921-30, to 31.2 in 1931-40, to 27*4 

in 1941-50, to 22.3 in 1951-60 and to 13.1 in 1961-70 while 

thebirth rate has been 46.4, 45*2, 39.9, 41.7 and 39*9 in
4.6the corresponding years respectively.’ Moreover the death 

rate has come down to 15*9 per thousand in 1975 and life 

expectancy at birth has increased from 32 years to 50 years 

Walter W. Heller opined that, large-scale1 improvements in 

health, education and training expand productive capacity 

by increasing the stamina and strength of the workers on one 

hand and enlarging their fund of knowledge and skills on the
45 Government of India, Ministry of Information and Broadcasting. 

India, A Reference Annual 1977-78, pp.95-97*
46 R.H. Bhargava, (I’heory and Working of Onion Finance inlndia. 

(Chaitanya Publishing Bouse, Allahabad), 1977, p.495.
47 Government of India. India,, A (Reference Annual, 1977-78,p.95»
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other.48 Shis has been proved in India. In the v*ords of 

Professor Sh-eodore W. Schultz, "She Ram-Schultz study provides 

evidence on the gains in the productivity of agricultural 

labour in India, realized as a consequence of improvements in 

health. She most telling part of that evidence is the produ­

ctivity effect of the cycle that has characterized the malaria 
‘ programme”.49 However the facilities provided by the states 

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

developed states have more number of doctors, Hospitals and 

Dispensaries and beds than weaker states. But the states have 

yet to achieve the target of one doctor per 3500 people as 

stipulated by Mudaliar Committee.

OOICLUSIOMS s

(1) fhe Social and' Community Services claimed major 

portion of the total revenue expenditure in all the states 

except Haryana, Jammu & Kashmir, Maharashtra, Punjab and 

Rajasthan. In these states Economic Services took larger 

share. By 1977-78, the claim of Social and Community Services 

varied from 29*79$ in Jammu & Kashmir to 55*56$ in Kerala.

Qver the tvfenty-one years the percentage of total expenditure 

spent on administrative services declined while that of 

Social and Community services increased almost continuously.

48 Walter W.Hellar. ■’’Fiscal Policies for underdeveloped countries' 
in Readings .on taxation in Developing Countries. Ed. by 
Richard M.Bird and Oliver Oldman (She John Hopkins Press, 
Baltimore), 1967, p.23»

49 Iheodore W. Schultz, The Economics of Being Poor.
Nobel lecture, 1977, - p. 17.-
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(2) The percentage of total expenditure devoted to 

■Education was as high'as 55 •29$ in Kerala. In all the years 

Kerala had the highest per capita level while Bihar had the 

lowest level except in 1957-58. The next two po sit ions from 

the bottom were held by Uttar Pradesh and Orissa. The per- 

capita expenditure" on Education in Kerala ¥/as three times 

higher than that in Bihar,. Over the twenty-one years under ■ 

our review the inter-state disparity In the levels of per- 

capita expenditure on education almost remained stable.

(3) Among the different levels of education primary 

education took major share in the aggregate expenditure on 

education in most of the states* Secondary education annexed 

larger share in Haryana, Jammu & Kashmir and Punjab. Even by 

1977-78 the states have not achieved the Constitutional direo 

five of Compulsory aid free education for the children upto 

the age of 14 * Hence more investment in primary and secondary 

levels of education is warranted*

(4) Barring 1957-58, the level of Medical and Public 

Health expenditure per head of population ¥/as highest in

•Jammu & Kashmir among the sixteen states in all the periods. 

In 1957-58 and 1962-63 Uttar Pradesh stood at the bottom. 

Since 1967-68 the last position was occupied by Bihar. The 

level of inter-state disparity in the percapita expenditure -
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on Medical and Public Health is higher and there is no 

tendency towards convergence*

(5) She functions Education 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 percapita expenditure levels 

than in the states with lower percapita expenditure levels.

Ihe weaker states Bihar, Madhya Pradesh, Orissa and Uttar 

Pradesh perpetually stayed at the lower end.

Ihe 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 Orissa the expenditure on Education expanded faster.

(6) She relative rankings of the states by the size of 

their percapita expenditure on education remained almost 

constant over the twenty-one years. In Medical, Public Health 

and Pamily Planning expenditure it significantly changed.

(7) Ihe Sixth finance Commission recommended for the 

provision of additional funds to the states Andhra Pradesh, 

Bihar, Haiyana, Madhya Pradesh, Orissa, Punjab, Rajasthan, 

Uttar Pradesh and West Bengal with an intention of raising 

their percapita expenditureon primary education to the all
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state average per capita level within five years from 1974-75 

%a 1978-79• But only Rajasthan and runjah came above the all 

states average level by 1975-76. further, it granted additional 

funds to Andhra Pradesh, Assam, Bihar, Haryana, Madhya Pradesh, 

Karnataka, Orissa and Uttar Pradesh to. push up their levels 

of pereapita expenditure on Medical and Public Health to the 

all state average pereapita level within the same period. 

However, even by 1978-79 no state except Haryana and Kernataka 

ascended to the, all state average level, ffhey are standing too 

far from the norm,

(8) She weaker state's have relatively smaller pereapita 

levels and their performances in education and ^edical and 

Public Health are lower. Among the Weaker States though 

Rajasthan have higher pereapita expenditure on both the 

services its performances .are not satisfactory*


