Chapter V‘:

GROWTH OF EXPENDITURE QN ECONOMIC SERVICES

In this chapter we shall study the growth of the
expenditure on Economic Services and examine its relationship
to total expenditure of the state governments. The analysis
of the pattern of distribution of the expenditure on ecounomic

services follows its

The functiomal categories indluded'in'the Economic
Bervices dre Agriculture and Allied Services, Indusiries
and Minerals, Water and Power Development Service, Transport
and Communication, Co~operation, Secretariat Economic Services,
Foreign Trade and Export‘P:omotian, Special and Backward

Areas and Other General Bconomic Services.1

Ae1 Growth Trend of Total Expenditure on Economic Services

Table V.1 shows the growith of the expenditure on

Economic Services. We shall trace its growth period=-wise -

Special and Backward Areas includes expenditure on Deng Distritte.
Other General Economic Services includes expenditure on Land
Ceilings, Regulation of other bvusiness undertakings, BEconomic
Advice and Statistics, Regulafion of Patents, Designs and

Trade Marks - Regulation of Weights and Measures, Other Expendi=-
tures, Transfers to/from Reserve Pund and Deposit Account and
Irrecoverable Loans Written off. Purther we have included the
unallocable items Developmental Schemes and Grants-in-aid
Contributions which were booked under (i) Expenditure on Misce-
llaneous Socisgl and Developmental Urganisations and (ii) Misce~
llaneous Expenditure prior to 1974-1975.

S



oo

¢+ 27100

(G8*82) (CLeLL) (89°¥2) (Lo*L2) (96°02)
MNmew L¥ZL 099G L1G2¢ 92°22 8¢GLL 0L*9L 089L 0L*6  €96¢ cect  ciiZ BIIUSBIBYRH
_ (80°0%) (ar*2) (8L*8L) (72°92) (Lo*62)
9%9 00LL  6F*9¢ 209LL 67*9t 480l L¥*8 8L  LL*9 8¥22  68°*% 99%L ysepeig BAUDBR
(L6°02) (¥Leo2) (0e*6L) (Lg*l2) (09°22)
o¢l oLl el*de G2l8  90*6lL 68LY  26°2L Pet2 8LcoL 9L8L et ¥149 BIBIDY
, (L¥°2¢) (9L°0¢%) (69°6%) (8L*L¥) (86°LY)
14514 8L9 Lb*2a  LogLL 8L*2¢ 0686  £8°02 €296 9L°9L ¥26e  vatLlL 6V&E BB BUIB)
(GLe L) (89°6%) (29°L¥y (LE*9Y) (22 ¥¢)
€991 622 62°PLL 9966  LPtL8 1G8L  LEe24 ZVLE GA*LL €9LL 89 GGz  JTuysey ¥ nuuep
(oL*2t) (2v°¢c) (29°62)
18¢ 66% o%*98 L1986 06°LE 216C  G6°LL GYOL BUBAIBH
(2¥° 62) (95° ¥2) (+0°0¢) (78°62) ($7°0€)
get coL gv*0v <24l o01*92 o6lL 8i*elL iivy  8G*e  ¢C8t  99°L 4695t . -aBxefup
(Lo*22) (LY ¥2) (0G6*G2) (£8°62) (eg*ec)
¢ee go¢ Lo*LL 60LOL GEvL 9L2Z8 z2ec*e  LLEY  22*6  1ete  L2*Gq  00¢R asytyg
(G6¥° L2) (8L ¥¢) (G66°¢%) (Le*2¢) (£8°8¢)
L9z 26 69°2¢ 1689  V8*Lz Yech 62 €2 0%¢e 21t 9¢tlL 666 VoLt nessy
(£6*92) (L9*1L2) (98 62) (20€¢¢) (LL*0%)
8LL ‘g¥LL  69*¢h 08LLZ 06t 1946  GO°*FL 2L9G  0L*6  8LGL  96°F 9691 ysepeag eIypuy
¢l 2L LL 0l 6 8 L 9 4 ¥ 4 2 . )
8¢-LG61L 84-LG61 '
JIAO JOA00
©8BOIOUT S8BOIOUT T en _ag a2 qJ T4 " q; 2 a4 .
% @3 % &I 8l=L1l61 cl=2l6l 89~1961 €9-2961 86~1661 SELRLEY
(*sg Ut sanjyrpusdxe B3TdABOISI f°sf JO SUNeT UT oangTpusdxm T83071)
S00T LI '

TUSIIND 3V SO0TAISGQ OTWOUCOL U0 OANITPUSAXE
L*A ®Ta®By )




(of ]
°19=0961 0%S5uU0Teg x *¢
.mhﬁpﬁ@qwmxm onUSASI TB}04 0} 08BlUeOIed 938OTPUT S46NOBIG UT S0INBLy *Z
oanjipuedxry ©yTdeosdg - HEJ - oIn3Tpuedxy Teyof - HI *1 ¢ 530N
gy oTaBy Xtpueddy :90Ino0g
| (¢9+¢z) . (9% 81) (9c°¢2) . . (<2 12) (¥L°22)
4L 86 ¥4t2e L9991l 6L°9L 2%9L  OL°LL 69L¥  29°L  16lE 490G 9661 TeSued 4894
(o1°2¢) . (66+62) . (L6°18) . (80°L¢) (CheGg)
66 898  GO°GE 2CLYE 99°8L L¥e9L ALzl ¢sol L2*6  L669 t0*G  tese ysepeig I84%Q
(99°92) . (66*1€) (6£°62) . . (82°6¢) (6262)
699 986  98°0% 6288l ZLeLE €6ECL  Li*eL 8689  L¥ezL 862v  ¥LcG  Cli npel TTueg
o (92°62y . (0k*z2)  (L9*22) . (28° 12) (6L°02)
L0z 1 "L96L GGGV BLYEL 0L'02 PE¥G  OL°CL 160S G6'G  C¥EL  0G°¢ 259 usyyseley
, (8¥*2%) . (67°¢¢) . (09°62) . . (L9°6%) 0267 1S)
626 098  21°¢L LELLL 89°Gh. 9¢89 ¢vezz  ¥68z 8v*zL  62¥2  LL*9  09LlL qelumg
, o (10° L€) (zv°92) . (6L*0¢) . (0" 2%) (99°9¢)
il Cg2LL €6t m¢ alenl 29°22 G60G  GeeLl 28¥e  26GL G082 22°6 198 BSST IO
¢l AR oL ' 6 g L 9 ' g 14 € 2 L

(*p3u0d) 1*G STAEL



200

(1) 1957-58 (ii) 1962~63 (iii) 1967-68 (iv) 1972~73 and (v)
1977-78. )

The percapita expenditure on Economic Services was at
the highest levelin 1957=58 at #5.11.54 in Karnetaka. During
the subsequent periods it was at the peak level in Jamnu &
Keshmir. Its level was lowest a2t B.%.50 in Rajesthan in

1957-58 and at Bihar in next four periods.

The range of difference between the lowest and highest
“percapita expenditure levels was 133 in 1957=-58, 16 in the
next three periods and ultimately widened to 1.7 by 1977=T8.
The coefficient of variation was 37.99% in 1957-58, 56.16% in
1962-63, 56.61% in 1967-683 57.69% in 1972-73 and 47.99% in
1977=-78« This trend indicates that thedisparity in the per=-
caplite expenditure level increased over the twentyf?%ara

period even though there was a decline from 1972-73 to 1977-78.

During the twenty=-one years the total and percapita
expenditure on economic services increased by manifcold both

in money terms and real terms.

A.2 Percentage of Total Revenue Expenditure Speunt

on BEconomic Services

As 8 proportion of total expenditure charged to

revenue the expendiiure on economic services witnessed &
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downward movement in most of the states over the twenty~one
yeafé; Its share in the total expenditure increased in Haryana,
Jaﬁmua& Kashmir, Maherashtra and Rajasthan. Constancy in the
size of its share was seenin Punjab. However, the downward

or upward movementé were not without fluctuations in their
course. The proportion of the expenditure on Economic Services
in total revenmue expenditure varied from 20.79% in Rajasthan
to 47.98% in Karnataka in 1957-58 and from 20.97% in Kerala to
42.70% in Haryana in 1977-78.

B«1 Agriculture and Allied Services

Agricul ture and Allied Services include expenditure
on Agriculture, Minor Irrigation, So0il and Water Conservation,
Ares Development, Food and Nutrition, Dairy Development,
Forests, Community Development, Animal Husbandry and Fisheries.
The Third Five Year Plan spelt out the importence of the allied
sgrvices of Agriculture as, "Schemes for inc;easing sgricultural
production are closely bound up with the success of animal
husbandry and dairying and the development of fisheries and
rural industrye. From the aspect of long term development cere
for forest wealth, conservation of soil and moisture and the
growing of village fuel planations are of great impbrtance“,Z
Further, "The Agricultural sector contributes nearly one half

of the national income, provides livelihood to about three-

Government of India - Planning Commission, Dreft Third Five
Year Plan, p.301.
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~fourths of the pppulation, supplies the bulk of wage goods
reguired by the Aon-agricultursal sector and raw materials for

a iarge section of industry".3

The contribution of Agriculture and Allied Services to
gtate income ranged from 28% in Maharashtra to 63% in Orissa

in the year 1975-76.

The expenditure on Agriculture and Allied Services is
Presented at current and constant prices in Tables V.2 and

V.3 respectively.

Levels of Percapita Expenditure

In 1957-~58 the percapita expenﬁiture'on Agriculture and
A1lied Services wes at the highest levelin Assam at B5.3.48
followed by Be3.54 in Madhya Pradesh and B.5.04 in Orissa.

It was at the lowest level in Uttar Pradesh. In 1962~63 the
percapita expenditure was at the top in Orissa at FeT+43.
Jammu & Kashmir came to the second rark with B.6.89 followed
by Kernateka with B.4.90. It was at the lowest level at Uttar
Pradesh at B.,2.6%.

Next is the period 1967~68. In this period-Jammu & Kashmir
went uptec first rark with B.14.10 as its percapita expenditure.

Maharashtra came next with B5.8.47 and Uttar Pradesh stayed in

Govermment of India; India - A Reference Annual 1977=78, P198.,
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the last position with B5.3.84. During 197273 Jammu & Kashmir
and Karnateka stayed in the first and second positions with
B5e36444 and [3.15.69 respectively. Bihar came down %o last

position with its percapite expenditure at I.7.62.

In 1977~738, also Jammu & Kashmir had the 5ighest per=-
capitaxexpenditure level at B.45.53 followed by Maharashtra
at B5+33.92. The expenditure per head of population was lowest

at B5.10.31 in Bihar.

Growth of Percapits and Total Expenditure

Bxpansion took place in the levels of percapita
expenditure in all the states over each six year period. But
the rhate of increase varied from period to period in each
state. In money terms per capita expenditﬁre went up ﬁy
6434% in Bihar by 1962-63%. over 1957=58 and in resl terms zero
growth was witnessed during this period. At Current Prices
it déelined by 5.65% in Orissa by 1967~68 over 1962-63. At
Constant 1960-61 prices it decreased in Andhra Pradesh, Karna~‘
teaka, Madhya Pradesh, Orissa, Temil Nadu and Uttar Pradesh
during the same period. In money terms by 1977-78 it decreased

by 7% in Bihar and 14.32% in Jammu & Kashmir over 1972~73.

Over the 21 years under our analysis, the growbh of per-
capita expenditure varied from 3 times in Bihar to 17 times in

Maharashtra & Current Prices. At Constant 1960-61 price: 1t
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. moved up by 1.25 times in Bihar and five times in Maharashtra

’ ﬁﬁ 1977=78 over 1957=58. , .

Share of Asriculture end Allied Services in

fotal Revenue Expend lture.

The proportion of total expenditure spent on Agriculture
and Allied Services suffered a set back by 28.15% in Bihar,
50.20% in Kerala and 24.37% in Orissa. Over the twenty-one
years. It almost remained constant in Andhra Pradesh, Assan,
Gujarat and Jammu & Keshmir and had uptrend in other states.
The percentage of total revenue expenditure gained by Agri-
culture and Allied Services differed from 9.,16% in Tami% Nedu
to 21.33% in Orissa in 1957-58 and from 9.82% in Kerala to
21.70 in Madhya Pradesh in 1977-78.

B.2 Ixtent of Inter-State Variation in the Percapita

‘Expenditure Levels on Agriculiture and Allied Services

The following table V.4 presents the extent of inter-
state variation in the percapite expenditure on Agriculture

and Allied Services.,



Table V.4

Measures of Inter-State Variation in Percapite |

*‘ﬁkpenditure on Agriculture and Allied Services

f~)
D

" Year Mean Standard Coefficient of
(in fs.) deviation variation(In %)

1957=58 24425 0.6279 25,8927
1958=59 2:7828 0.7835 28.155
1959~60 3.1 0.9%69 '30.2225
1960-61 - 344486 0.8547 24,7839
1961=~62 5.882 1.1188 28 .8201
1962-63 4.1%4 144046 3349767
196364 445593 144556 3149259
1964 =65 5.6073 147549 3142967
196566 6.3913 1.9413 30.3741
1966-67 6:6175 2.4081 3643893
1967-63 6.79%1 2.3788 35,0178
1968-69 6.915 - 2.0477 29.6124
1965~T0 T+ 2437 2.3438 3243563
1970~71 941362 7.0434 77.0933
1971-72 9,98 5.8168 58 « 2845
1972~73 12.8718 645765 51.0923
197374 14,8106 10,9784 7441252
1974 ~75 15,7643 9,538 60,5037
1975-76 1848543 10,8638 576197
1976-T77 21,2881 134379 62.8473
1977-78 22.7356 8,002 3541959

Ratio between the lowest and highest per capita expenditure

-levelsg,

1957-58
1962-6%
1967~68
1972-73
197778

AS AN

o .0 e

NS S G
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Ut

-2 28
=
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HReank Correlaticon Coefficient between 1957~58 percapita
iéxpénditure and absolute variation in percapita expenditure
levels.

1957-58 and 1962-63 ~0.0441

1957-58 and 1967-68 +0.0677

1957-58 and 1972=73  +0.0647

1957-58 and 1977-78  +0.2736
Rank Correlation between 1957-58 percapite expenditure levels
and tﬁe percentége variation in percapite expenditure levels.

1957-58 and 1962-63  =0.25

1957-58 and 1987~68 ~0.3088

1957=58 and 1972=73  =0.5265*

1957-58 and 1977-78  ~0.45"

#*Bignificant at 5% level
Source: Derived from Table V.2
The fazcts given in the above table discloses that the

‘variations in the percaplie expenditure levels widened over
the twenty~one years period. The varistions increased because
the richer states expanded their percapita‘expenditure levels
faster than the weasker states. As such the relative rankings

of the states‘by the size'oﬁctheir percapita expenditure levels

underwent substantial changes as revealed~ﬁy Table Va5,



COEFFICIENT OF VARIATION (IN %)
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INTER STATE DISPARITY IN PER CAPITA
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Table V.5

Matpix of Rank Correlabtions Among the Rankings Percapita

Expenditure on Agriculture and Allied Services in Selected

Years.

Year 1957-58  1962-63  1967-68  1972-73  1977-78
195758 1. 0.5161%  0.3058  0.3205  0.3677
196263 1 0.6161%  0.6514%% 0,6426%%
1967-68 * 1 0.3382  0.5147%
1972~73 o 1 0.7912%*

1977-78 ) 1

* Bignificant at 5% level.
*% Slgnificant at 1% level,

Sources Derived from Table V.2,

The weaker states Assem, Bihar, Madhya %radesh and Crissa
stood at the upper end of the erray in 1957-58. But they went
down during the subsequent years. The developed states like
Gujarat, Haryana, Maharashira, Punjab and Tamil Wadu who had
lower levels of percapite expendibure in 1957-58, later

imprbved their. expenditures substantially.

" B.3 Diskt

ibution

Allied Services.

. The causes for the differences in the levels of the
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expenditure pef ﬁead of populetion may be traced by exemining
%ﬁe composition ¢f Agriculture and Allied Services. Table V.6

shows the composition of Agriculture and Allied Services.

Expenditurg on Agriculbture and Minor Irrization etc.

Frou Table V.6 we could observe that the function Agri-
culture increased faster than other services. Agriculture4
includes expenditure on Direction and Administraiion, Land
Reforms, Consolidation of holdings, Multiplication and distri-
bution of seeds, Agricultural forms, Manures and Fertiligzers,
High yielding varieties Programme, Plant Protection, Commercizl
crops, Schemes for smell and marginel farmers and agricultural
labour, Drought prone Areaé Programme, Extension and Farmer's
treining, Agricultural Education, Agricultural Engineering,
Agricultural Research, Agriculture Engineering VWorksh ops,
Agricultural Econowmics and Statistics, Storage and Warehousing,
Agricultural Marketing snd quality Control, Horticulture,
Transfgr to/from Reserve Funds and Deposit Accounts, Irre-

coverable Loans Wrltten O0ff and Cther Expenditure.

Prior to 1974~75, Botanical and Other Public Gardews, Cane
Development and Regulation of Sugar Iandustry, Special Rural
Uplift Schemes, Colonisation Schemes and Fisherifgwere booked
under the ¥a jor head Agriculture. 4s per the new accounting
procedure we have included Botanical and Other Public Gardens
with Other Social and Community Services; Cane Development and
Regulation of Sugar Industry with Industries, Special Rural
Uplift Scheme with community Development, Colonisation with
hrea Development and Fisheries with the independent minor
healeisheries.
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Apart from Biher and West Bengsel all states devoted
higher percentage of expenditure on Agriculture and Allied
Services to Community Development Programme in 1957-58. Purely
on Agriculture the expenditure share was higher in Bihar in
1957-56 and in Punjab in 1977-78. We have scen- that the
expenditure percapita on Agriculture and Allied‘Services‘mas
a2t the highest level in Jammu & Késbmir. This was dve to its
higher spending on forest than on Agriculture. Jammu & Kashmir
and Madhya Fradesh devoted more funds to forest than for
Agricuituré. The reason for the sudden jump in the percapita
expenditure in Maharashitra in 1977-78 was due to the increased
expenditure on Food & Nutrition. By 1977-78 all states except
Assam, Bihar,Madhys Pradesh, Maharashtra and West Bengal
increased their spending on Agriculture. Why fhe/differences
in the levels of épending on Agriculture arose in the states?
This may bedﬁe to the condition of agriculture, employment
opportunities, and govermments' interest. Irn all the states
about 75% of the people are employed in Lgriculture and
AMlied Services. In Haryana over 82 of the people are engeged
in Agriculturel pursuite’ This state hed allotted & higher
percentage of the expenditure on Agriculture and Allied
Services to Agriculture alone., Because of this between 1967-68

and 1971-72 agricultural production in Haryana increased

Goverment of India, India , a Reference Annual 1977-~78, pe4i1il.
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at an annual comﬁound‘rate of four percent per year as
eompéred to 2.6 per cent in the country.6 Ine economy of
Maduja Pradesh is agriculbure based. Tt is surplus in food=
grains and commercial cropsq7 Perhaps this éﬁrglus condition
may be om of the reasons for this state to spend moreon
forests than on Agriculture in 1977-78. The case of Punjab

is different. Ahout 80% of the total geographical area of
Punjeb is under cultivation. About 76% of the population is
engaged in agricultural pursuits. The state is surplus in
foodgraias, especielly in wheat and rice.C Tven then the
State Punjab had sllocated the highest proportion (41.02%) of
its expenditure on Agriculture and Allied Services to Agrie-
cultures. It will not be incorrect here to mention that, "The
economy of Punjab is masinly based on agriculture which has been
given top priority by the state Government. With the joint
efforts of Government and the farmers, the State has rightly

9 Rajasthan had spent

earned the name of 'Granary of India'V.
23,09% on minor irrigetion, Soil conservation and Area Develop-
ments This was because of the effort to~set-ﬁp new minor irrigs-
tion schemes and six soil developrent schemes by Rajasthan

Govermment. in Co=-operation with Agriculture Refinance Corpora-

G+G. Mirchendani? Aspects of Agriculture in India,1995(Allied
Publishers, Bombey), 13710y P57 e

Government of India, India - &4 Reference Annual 1977~T78, P.419.
! Ibid, p.4‘ 29
GQGO IﬂiTCh%daﬂi, %-‘Gito, p"“151 . %
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tion.1o Owing to the larger spending on Minor irrigation,

S0il Couservation and Area Development the expenditure on

~dgriculture and Allied Services Went up suddenly in Uttar

P:eadeéh in 1977-78.

Among Agficulture and Allied Services, Agriculture,
Minor Irrigation and Community Development Programme claimed
major share of the expenditure in most of the states. Owing
to the dependency of Agriculture on the vagaries of monsoon
ninor irrigation geined importence. Under this are included
tanks, surface irrigation weli, borewel}s agnd 1ift irrigation
schemes, Minor irrigation schemes possess distinet adventage
that they involve less capital expenditure and yield results
fairly quickly to step-up agriculfural pr&duction. As such
minor irrigation scheﬁe became prominent in Agriculture

and Alliéd Services.

. Liet us now gee the growth of expenditure on Forest,

Animel Husbandry and Fisheries individually.

Spending on Forest

Two reasons can be abiributed for the increase in the
spending on forests. They are (i) National Forest Policy and

(ii) Yield from forests.

In India forests occupy an area of about 749 lekh

IThid, P154 .
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hectares and account for 22.8% of the total geogrephilcal area.
The National Forest Poli&y aims at maintaining one~third of
the total geographical ares undef foresfs. Thefe is very heavy
pressure on forest land for divewsion to river valley pro jects,
industrial estates and many other uses, as a result of which
about %4 lakh bectares of forest area were lost during

1951=52 to 1972-73%. This alarming situation has been engaging
government's attention for long. The &é%ioﬁal Development
Council, therefore, took a decision in December 1973 that
further deforestation should never be done for expansion

of cultivation and to compensate for the area already lost,
suitable waste lands should be afforested. State Governments
are, accordingly, taking effective measures to preserve the
nature since state forests constitute nearly 95.2% of the

total forest area in the country.11

Apart from providing raw-materials for pulp, panel
products, watchwood and other wood based industries, forests
are also a source of number of useful minor products like

bamboo cenes, medicinal plants, lac, resins, fatity oils and

fats, gums, tanning materials, dyes and animal products etc.

Quite a number of these are valuable foreign exchange earners.

Forests cover 23.3% of State's area in Andhra Pradesh.

Government of India, India = A Reference Annual 1977-78, p.223.
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Agsam is endowed by nature with valuable forests. In addition
to providing timber for various construction purposes, certain
trees provide good tenning and dying materials as well as

12 porest cover sbout 17%

house-hold fuels and vegetable oils.
of the aréa in Bihar. In Haryana only 3.3% of its land is

under forest.

In Jammu & Kashuir forests are most extensive and finest
in the country. Thelr intensity of stocking and quality of the

13 Next to agriculture forests constitute

stand ere matchless.
the most important sectdr of the State'’s economy.14 Karnataka
has forests to the extent of 15.2% of the area of the state.

It has practically a monopoliy im sandalwood.15

Madhya Pradesh has the biggest forest in the country.

The total forest area in Hadhya Pradesh is 3%.6 million acres.
Approximately 31.5% of the area of the State is under forests.
Over 27% of the cowntry's forest srea is in Madhya Pradesh. ' ©

Nearly 42% of the State's land is covered by forest in Orissa.

" Punjab's forest resources are poor. Only 4% of the total area

T.N. Kapoor et al, Industrial Development in the States of India.
(Sterling Publishers, New Delui), 1967, p.54.

1bid, D531,

National Council of Appiied Beonomic Research, New Delhi.
Techno Egonomic Suervey of Jammu & Xashmir, 1969, p.52.

To¥e Kapoor et 2al., op.cit., p.292.

National Council of Applied Economic Research,
Techno~Economic Survey of Madhya Pradesh, 1960, p.39.
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is covered with forest. But' the Techno-Economic Survey of
Punjab points out that, "The potential of these Himalayan
forests is still large—and whez the problems mentioned here
are solved through a sustained and planned offort the forest
will come to play important role in the economic development

of Punjab. During the second plan soil conservation, affore-

station were underteken. But the second plan progress regarding

w17

forest road development is not satisfactory.

. Rajasthan is particularly deficient in forest. OQut of
the total area foresis occupy only 4.2bh. The main policy of
the State government in this respect méy be stated as, "meeting
the primery regquirements of forest products of local people,
sustained supply of raw material for foressi-based industries,
prevention of soil erosion, exbtension of land under forests
with a view to meet the demands of the people of forest
products, better utilisation of marginal lands by creating
village forests, development of posture lands and thereby

increasing the productivity of agricultural 1and."18

Tanil Madu is deficient in forest area and resources,
It has only about 17% of the total area under forest. The
forest land of Uttar Fradesh comes to 13%.54% of the area of

the state. West Bengal has 1%3.4% of its land as forest area.

Nationel Council of Applied Economic Research, Iechno-Economic
Survey of Punjab, 1962, pp.37=42.

T.8. Kapoor, et al: gpecibe., D388
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During the seconl and third plan periods this stafe undertook
two types of developmental activities with respect to forests:
oneiis replacement of about 87,300 acres of edisting forest

by more costly species like teak and the other is afforesta-
tion of new lands. 1t also took measures for soil conservation,

improvement of communications and extension of social amenities!9

The facts regarding the extent of forest area and the
activities to enrich forest in the various states helps us
to understand the differences in thelevels of éxpenditureon
forest. Those states who have vast forest resources and get
more benefits spent more than other states.For instance the
States Assam, Jemnmu & Kashmir: Karnatake, Kerala and Madhya-
Pradesh, where, the forests are rich and wider, had spent more
on forests and thereby account for the differences in the
1evgls of expenditure on Agriculture and Allied Services.
As we have seen above the expenditure on forest increased
due to the efforts in the Flanning period for afforestation,
soil conservation, construction of forest roads and providing
social amenities to those employed in the development of

forests.

Expenditure on Community Development :

The Community Development Programme is one of the major

functions which account for the differences in the expenditure

19 Ibid, p.500.
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on Agriculture and Allied Services. The Community Development
P:ogfamme was‘launched in 1952. Its basic objective is to
secure the fullest developuent of available matefial and human
resources on an area basis and thereby raise the rural commu~
nity to higher levels of liffirg with the ac¢tive participation
and a8 much as possible on the initiative of the people
themselves . Agriculture the main stay of about 70% of the
rural population receives the highéat ériority in the programme.
Other activities include improvemend of communicatiorns, health,
sanitation, housing, education, rursl employment, women's

and Children's welfare and finally cottage aund small scale

20 mpere were 5026 community developmeut blocks

industries.
in India by 1976.21 In 1957-58 excluding Pihar and West-

Bengal all the states devoted a major share of the expenditure

on Agriculture and Allied Services on Community development
Pfogrammes. By 1977~78 its share diminished in all the states.,
The range of its share varied from 10.13% in Jemun & Kashmir
to 385§5% in Tamil Nadu in 1977-78. Tamil Nadu spent more on
this category than on Agriculture in 1977-78 also. Thus the
extent of importance given by states to this programme serves
as a reasoﬁ for tﬁe variations in the expenditﬁre levels on

Agriculture and Allied Services.

Govermment of India, India - A Reference Annual 1973,0.22%
Government of Iundia, India = & Reference Annual 197778, p.237.
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Expenditure on Animal Husbandry

. . Animal Husbandry is one of the important components of.

Agriculture and £llied Services.

The development programme of animal husbandry has three-
fold objective, namely, "to increase the supply of the protée-
tive foods, to provide draught power for farm operations and
to improve the output of certain products of commercial
importance such as wool and hides. The combination of crop
production with livestock rising enebles fuller utilisation
©of farm by-products, conservation of soil fertility, increase
in income and fuller employment."22 The Fifth Five Year Flan
aimed, "To develop animal husbandry as an lmportant economic
occupatioh for the small and marginal farmers and agricul=-
tural labourers fo? rearing crossbred heifers andlfor raising

paultry, sheep and pigs.“23

Waen compared to the 1957-58 level in most of the states
the expenditure on animal ﬁusbandry went up by 1977-78. This
increasing teﬁdeﬁcy may be due to the significance it gained
in the five year plan. But the variations in the magnitude
of ﬁhe'expenditure on this cétegcry’depend on the scope for
the development Df-animéi husbandry in the states. Table V.7

presents the position of live~stock in the stateg.

India - A Reference Aumnual, 1973, p.217.

Govermment of India, Planning Commission, Draft Fifth Five Year
Plan, Vol.II, p.30. ‘
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Table Vo7

Pogition of Livestock in States ia the year 1972

States Livestock

Percentage to total
(In '000) livestock in India
Andhra Pradesh 35064 9.4
Assanm 8002 243
Bihar 27946 7.9 .
Gujarat 15098 4.3
Haryena 6289 1.8
J ammu, & Keshnir 4285 1.25
Karnataka 21965 6.2
Kerala 4936 144
Madhya Pradesh 39989 1143
Maharashtra 26361 75
Orissa 17568 5.0
Pung ab 8 64— 6 25
Rajasthan 38878 11,0
Temil Nedu 23433 6.6
Uttar Pradesh 49199 139
West Bengal 19085 5.5
All India 353338 100,00

Source: Commerce, Annual Number 1979, p.296.

We can cite a few states whose expenditures on Animal

Husbandry are relatively . higher., Punjeb had allotted higher

percentage both in 1957-58 and 1977~78. The Techno-Econocmic

Survey of Punjab pointed out that, "Punjab has excellent

scope for developing live-stock industry on a commercial

basis. The pessants can a2dd %o their income markedly by
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organising agriculture on a mixed farming basis."24 The
seme reason accounts for the higher expenditure in Haryana

. alsos o .

~The spending on Animal Husbandry is relatively higher in
Rajasthan since the state has excellent potentialities for
the development of animel husbandry. For instance, "out of
India's total wool production of about 35 million kgs, Rajas-
than, with a sheep population of 86 lakhs (rpughly one~fifth
of the country's sheep population) produces ten million kilo-
grams of wool. With the excellent potentialities for develop=-
ment of sheep to produce wool of fine quality for import
substitution, it-is proposed to increase wool production from
108,.,5 lakh kilograms to 119 lakh Kgs. during thé Pifth Five
Year ?lan‘perioﬂ, out of which the quality of fine wool is
expected ﬁo be 12 lakh Kgs. This will be achieved through
12 intensive sheep development projects, covering a popula-

tion of &ix lakh adult sheep."25

In 1957-57 Uttar Pradesh spent the highest percentage
of Agriculture and Allied Services on animal husbandry among
the fourfeen states. But the percentage declined in 1977-78.
In Uttar Pradesh next to Agriculture animal husbendry is the

most important economic sector of fthe State's activity.’

24 HNational Council of Applied Economic Research, Techno-Economic
Survey of Punjab, 1962, 0.30.

25 €G.G. Mirchandani, opecife, p+361.
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“Though Uttar Pradesh hes only 9.6% of the country's total
area it supports 15% of ite total live-stock population.
Fﬁr a few commun;ties live-stock rearing is the principal
occupétion. But animal husbandry is mostly practised as a
supplementary activity with agriculture on a mixed farming

basis."d6

The lowest percentage on animal husbandry was spent by
West Bengal in 1957-58. The consequence of this lowest spending
can be understood from the Techno-Economic Survey." The
incidence of livestock diﬁ?eaées in West Bengal is very high.
It is estimated that the annual mortality rate in the state is
about 15% which is about 5% higher than the all Indlia average.
Diseases also render a large npmber of cattle infirm apd
reduce their productivity. The wide spread prevalence of
diseases underlines the need for taking due care in the
rearing of livestock especially for dairy purposes.27 The
Agricultural persomel committee of the Flanning Commission
(1958) also examined the condition of animal husbandry in
detail and recommeaded that "for a few years at least the
objective should be to have one veterinary doctor per 25,000

cattle." Perhaps because of these suvggestions West Bengal

National Council of Applied Economic Research.
Techno=-Economic Survey of Uttar Pradesh,1965,p.45.

Wational Council of Applied Economic Research.
Techno-Economic Survey of West Bengal, 1962, p.60.
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might have increased its spending on animal husbandry and

ultimately allocated 7.65% by 1977=78.

Expend iture on Fisheries.

Fisheries glsd cnntribute:‘to the economy of sonme

states. In the Third FPive Year Plan fisheries schemes were
formulated with the main objective of, "increased production
50 that protein diet becomes available to the population in
addition ﬁb cereals. Development of flsheries was assigned
a2 high priority under the Fifth Five Year Flan in view of

its vast potential for raising the nutritional standard of
Indian diet and as a foreign exchange earner. The Plan aimed
at achieving a production level of 31.38 lakh tonnes of fish
and foreign exchange earning of B.150 créres through export

of marine products in 1978~79.29

O0f all the states Kerala devoted the @igheet percentage
of the expepditure on Agriculture and Allied Services to
fisheries. Kernataka has po%entialities in developing fisheries.
The coast line of the State is very rich in marine fisheries
and deep sea fishing promises to offer considerable scope for
the opening of new yards for curing fish and starting factories

-
for the extraction of oil.)o Though Gujarat has rich potentials

Government of India. Ministry of Plamning. Dfaft Third Five
Year Plan, Pe358., .

29 Govermment of India: India ~ & Reference Annusl,1977-78,p.221.
30 T.W. Kapoor et al, op.cit.,p.318.
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the gishing_industry has not devéloped fastly. "Among the
maritime states Gujarat has the largest coast line of more
than 1000~miles most of whiﬁh is deeply indented and contains
rich fishing grounds. However, due %o the religious belief
and vegetarian food habits of the majority of the population
fishing industry has madeilittle progress in the past."31

But now the state spends more to exploit the potential. Its
Fifth Five Year Plan says that, "the objectives of fisheries
programme are (1) nutritions food for human consumption, (2)
a source of cattle and poultry feed, (3) a base for seiting
up fish based industries and (4) a source of foreign exchange
earnings. It also maintains that fisheries development will

2
help eccnomic uplift of Weeker sections of the &zoc:i.ety.")2

MaGhya Pradesh has rich potential for inband fishery
development. In this state the second plan schemes aimed
at the establishment of more fish seed resources, introduction
of piscultvre and assistance to fisherman. Fishery 1is an
important subsidiary industry in many districts of Madhya
Pradesh.”> Lven then the expenditure on fisheries if low in

this state.

Though Punjab has potentials for fisheries the government

Netional Covncil of Applied Economic Research.
Techno-Economic Survey of Gujarat, 1963, p.55.

32 Government of Gujarat: Draft Fifth Five Year Flan,1974-79,p.30.
3% T.Ne. Kapoor, et al, op.cit+., P«228.
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has not spent much on this. It has been opined that, "Fisheries
can constitute an important source of income and employment

to the State's‘rura@'population. Punjab has four important
rivers, the Yamuna,;the Sutlej etc« Besides this, there are
lerge number of sireams and lakes and reservoirs which offer
good scope for the development of :isheries on axlarge scale.
The first and second plans of the State included many schemes
for stocking fish in impounded waters. But the actual progress

no4

has been slow. It seems that Punjeb has not yet given

serious thought to this indusiry.

Tamil Nedu has an extensive sea~board of 500 miles long
and numerous lekes, rivers and tanks. Fishing is an important
éource of income. Next only to Maharashitre and Kerala, Tamil-
nadu is the major fish producing region.55 Hence Tamil Nadu
has spent & higher percentage on fisheries. Fish is one of the
staple foods of the people of Wes+t Bengal. The scarcity of
fish beceme 80 acute after partitions As a resulfiprovisions
for development of fisheries -~ inland, coastel and deep sea
were made from the very beginning of the Flanning in this
staﬁe.36

Bihar ranks among the States in fresh-inland-water fish.

It has a large number of rivers as well as Canals, lakes, tanks

National Council of Applied‘Economic Research.
Techno-Becononie Survey of Punjab, 1962, p35S.

T.H. Lapoor, et al, op.cif., 199,
Ibid, p.503.
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and ponds which yield fish. But inspite of the faet that the
state is rich in fisheries, they have not been properly and
systematically exploited.37 Ihis is reflected in the expendi-

tureof this state.

In Rajasthan the large number artificisl lskes, perennial
tanks and reservoirs and & few riversin the state offer a
fruitful ground for the development of fisheries, O Though
jo&sth&n is having facilities its expeanditure is +too low on
fisheries. Even in 1977-78 Uttar fradesh allotted only
0.60% of its expenditure on Agriculture and Allied Services
to fisheries. This sort of noun-utilization of available natural
resources by the governments of Bihar, Rajaéthan and Uttar

Pradesh is a reason for theilr low spending and backwardness.

Thus the up-shot of the expenditure on Agriculture and
Allied Services is the comsequence of the importance given to

Agriculture and Allied Services in the Five Year FPlans.

The above discussed facts reveal that the reasons for
the variations in the levels of’peroapiﬁa expenditures are
(1) the importance given 1o agriculture, minor irrigation and
community development programmes by,the states and (2) efforts
to utilize the available potential regarding forest, animel

husbandry and fisheries.

37 Ibid,, p.461 L)
38 Ibid, DPe3%.
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2

The expenditure purely on agriculture increased faster
than those on other services in most of the states. Next to
Agricvlture, expenditure on Animal Husbandry had grown at a

fastef pace.,

C. Growth of Expenditure on Indusitries and Minerals.

The functional head Industries and Minerals comprises

38

the expenditures on Industries, spall-scale and village

Industries and Mines and Minersls.

Under Industries the state governments incur expenditures
on Direction and Administration, Stendardisation and quality
Control, 1ndustrial\9roductivity, Industrial Educetion,
Hesearch and Training, Tariff and Price Regulation, Other
Ixpernditure, Transfers to Reserve Funds and Deposit Accounts,

Large and Mediun Industries and Plantatlons.

The exvpendlture on Industries snd Minerals is presented
at Current Prices in Table V.8 and at Constant price:. in

Table V.9,

The expenditure on supplies and VYisposal which was included in
Industries, in sowme states before 1962-63, has now been
shifted to Administrative Services. The expenditure incurred
on Distilleries under the Sitate Excise Duty has been clubed

‘with Industries as per new accounting classification. Expendi-

ture on fisheries which were booked under Industries in Maha-
rashtra and Gujarat upto 1974-75 has now been transferred to
Agriculture and Allied Services of those Siates.
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C.7 Levels of Per Capita Expenditurece.

The*pereapita experditure on Industries and Minerals
was at the height at B.6.49 in 1957-58, at W.4.54 in 1967-68,
ot Be5.25 in 197273 and B.9.25 in 1977-78 in Karnateka. Only
in 1962-6% it was at the highest level in Jammu & Kashmir at
B5.8.02. It was in the least level at 0.24 paise in 1957-58 and
0.26 paise in 1962-6% in Maharashtre,0.32 paise in Bihar in
1967-68, 0.43 in Madhys Pradesh in 1972-73 and 0.75 paise in

Maharashtra in 1977~78.

The expendiiture on Industries per head of population was
lower than the percapite expenditure on Agriculture and
£11lied BServices, Walter and Power Developuent Services and

Transport and Communications in all the States.

Growth of Fercapita Expenditure al Current and

Constant Prices.

In money terms the percaplta expenditure declined by
26.50% in Karnataka by 1962 over 1957-58; by 8.69” in Andhra
Pradesh,20% in Bihar, 85.14% in Jammu & Kashmir, 4.82% in
Karnateka, 51.93% in Kerala, 16.16% in Uadhye Pradesh, 28.57%
in Orissa and 40.88% in 1967-68 over 1962-63%, by 6.09% in
Punjab, 55.14% in Uttar fradesh and 25.78% in West Bengal

by 1972=73 over 1967~68. 1t experienced an upward movement

in all the states by 1977-~78 over 1972-73.
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In real terms it declined by 34.81% in Kernateka and
3.84% in Maharashtra by 1962~63 over 1957-58, Went down in
all the states eéxcept West Bengal by 1967=68 over 1962-63,
decreased by 4.76% in Madhya Pradesh, 11.42% in Orissa, 22.91%
in Punjab, 62.75% in Uttar Pradesh and 38.464 in West Bengal
by 1972-73 over 1967-68 and fell by 8.10% in Punjab by 1977-78

over 1872~73%.,

Bver the twenty—one years period the highest rate of
increase in percspita level wes witnessed in Jammu & Kashmir
by 4993.33% 4nd the lowest growth was seen in Uttar Fradesh
by 37.17% 2t current prices. The rate of growth of the per-
capita expenditure on In@ustriee and liinersls was lower than

that of other services in all the states.

Share of the Industries and Minerals in Total Hevenue

Expenditure 3

O0f all the services the percentage of total expenditure
devoted to Industries and Minerals is the lowest in all
tﬁe states. Devold of Jammu & Kashmir and Kerala the propor-
tion of this function in the totel revenue expenditure decli-
ned in all the states. The share of total revenue exvenditure
absorbed by!this function ranged from 0.47% in Kerala to 26.97%

in Karnataka in 19567-58 and from O.38% in Maharashtra to 5.72%

in Earretekea in 1977-78.
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Inter=-State Disparity in Percapita Expenditure.

Table V.10
Measureg of Inter-State Variation in percapita
Expenditure on Industries and Minerals

y .

Ratio Between the Lowest and Highest Percapita Expenditure

Level.

1957-58 1327

1962-63 1431

1967-68 1:14

1972~73 1312

1977-78 1:12

Years Mean Standard Coefficient of
(in B.) deviation variation(in %)

1957-58 0.8642 1.6288 188.4748
1958-59 0.94 21 1.7887 189.863
1959-60 1.015 1.8011 1774482
1960~-61 1.044 1.839 17641494
1961-62 1.6286 2.6906 165.2093%
1962~63 1.5226 2.1063 13843357
1963-64 1.2273 1.1017 89.76615
1964 ~-65 1,036 1007 97,2007
1965-66 1.0813 10841 100.2589
1966=67 049331 1.1165 119.65491
1967-68 1.04 1.0287 989134
1968=69 11687 1.2041 103,029
1969-T0 1.1443 0,9536 833347
1970=-T71 1.1562 1.0725 92.7607
1971=72 1.1937 1.0828 90.7095
1972~73% 12643 1.0131 80.1312
1973-74 14575 1+2666 86.9022
1974=75 1.8025 2.0187 111.9944
1975-76 1.9731 1.9356 98.0994
1976-77 24406 2+2174 90.8547
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III. Rank Correlation Coefficient between 1957-58 percapita
expend iture levels and the absolutevariations in per-
capita expenditure levels.

1957-58 and 1962-63 ~0.011
1957~58 and 1967-68 -0.0316
1957=58 and 1972-73 ~0.444
1957-58 and 1977-78 +0.0911

IV. Rank Correlation Coefficient between 1957-58 and per-
capita expenditure levels and percentage variations
in percapita expenditure levels.

1957-58 and 1962-63 -Ue247
1957-58 and 1967=-68 -0.372
195758 and 1972=T3 ~0.6691%%
1957-58‘and 1977-78 ~0.5617*

*x% Slgplflcant 2t 1% levely
* ngnlflcant at 5p level.

Source. Derived from Table V.S.

The above flgufes show “that though the variastions in
the percapita expenditure levels among the states decreased

from the 1957~58 level the gap is still widerq The reduction
in the gap was brouvght about by the increase in the percapita
lgvels of the stétes like Andhra Pradesh, Jammu & Kashmir,
Gujarat, Haryana, Punjeb and West Bengal who stood at the
lower end in 1957=-58. But the Weaker States like Sihar,
Madhya FPradesh, Orissa and Uttar Pragesh went down with Lower

levels of expenditure percapita.
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As such the relative rankhdgsAg of the states witnessed

change as revealed by Table V.11.

el ‘ Table V.11
Matrix of Rank Correlations Among +the Rankings of Percapita

Expenditure on Industriegs and Minérals in Selected Years

Years  1957-58  1962-63 1967-68  1972-73  1977-78
1957-58 1. 0.5382%¢  0.,522% 0.1897 0.261
196263 1 0.7382%%  0.579%4%  0.6448%*
196768 1 0.7647%% 0,6235%%
1972=73% 1 0.914 7%
197778 1

*x Significént at 1% level -
# Significant at 5% level.
Source: Derived from Table V.8.

Ce3 Distribution of the Expenditure on Industries

and Mineralss.

The distribution of the expenditure on this service
is taken upto know tﬁe item which absorbed the major share
of the expénditureon this function and caused variatiouns in

the percapita expenditure levels.

Table V.12 exhibits that in 1957-58 industries took major

share in all the states except Kerala, Maharashtra and Orissa.
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Table V.12
Distribution of Expenditure on Industries and Minerals

(in Bs. lakhs)
States -_Industries Vi-18es aga‘Sﬁh¢¢ Mines and Minerals
1957= 1977~ % T@%?E“ Toti-—% 1957= 1977= %
58 78 Incr. 53 73 1Inecr. 58 78 1Incr.
Andhra 71 672 846 29 216 645 1 %2 %100
Pradesh (70.29) (73.04) (28.70) (23.47) (0.99) (3.47)
Aggan 46 74 61 16 %66 2188 69
(74419) (14.53) (25.80) (71.90) (13.55)
Bihar 111 404" 264 25 223 812 . 66
(81462)(57.87) (18+38) (32.66) (9.45) .
Gujarat 20 161 705 52 229 340 / 79
(27.77)(54,432) (72.23)(48.82) - (16.84)
Haryeans 56 49 -13 8 139 1638 3
(87.50)(25.65) (12.50)(72.77) s (1.57)
Jammu & 6 - - 43 . 617 338 18
Kashmir (100)  (10.77) (84.71) (4.51)
Karnataka. 1372 2%17 69 58 656 1083 3 52 1633
(95474 )(75484) (4.04) (22.45) (0.20) (1.70)
Kerala 14 122 771 61 430 605 17
(18467)(21.44) (81.33)(7557) (2.98)
Madbya 54 . 187 246 50 261 422 3 90 2900
Pradesh (50.47)(34+75) - (46.72)(48.51) . . (2.80) (16.72)
Maharashtra 61 240 29% 17 111 44 82 .
(44 .20)(55.42) (55479)(25463) (18.93)
Orissa 38 17 ~55 2 179 8650 4% 113 163
(45.78)(5.+50) (2.40) (57.92) (51.80)(36.56)
Punjab 55 13 ~76 - 295 - 9
(100) . (4.10}, (93.05) (2.8%)
Rajasthan 49 314 541 15 180 1100 14 758 5314
o (62452)(25.07) (19.23)(14.37) (17.94)(60.54)
TamilNadu 210 270 25 2 1246 5092 27
(89+74)(17.49) (10,25 )(80.75) (1.74)
Uttar 549 239 -56 - 746 66
Pradesh (100) {22.74) (70.98) (6.27)
West 14.0 635 354 26 418 1508 18
Bengsl (84.34) (59.29) (1566) (39.02) (1.68)

Source: 1957-58 combined Finence

snd R evenue “ccounts of Central and

State Governmentsin India, 1957-58. 1977-78 - Reserve Bank of
Iindia Bulletin, 589‘5. and Octn 19790 .
Notes 3 1. Pigures in brackets indicate percentage to total expenditure
on industries and Minerals.
2, For the states Gujarat and Haryana the expenditurefigures
given under column for the year 1957-58 pertain to 1960-61
and 1967-68 respectively.



3

b3

The major share was taken by village and small-scaleindustries
in Kerala and Maharashtra and by Mines and ﬁinerals in Orissa
in that year. By 1977<78 the States Andhré Pradesh, Bihar,
Karnataks, Maharashtra and West Bengal spent more on Industries
while other states except Rajasthan spent on village and small
scale indusiry. Rajasthan spent more O@LMines and Minerals.

It is interesting to note that the village and small-scale
industries gained importance in the later jears. Hence 1% will
be useful %o know why village and small scale industries has

been given importance by the states.

serlculture, handicrafts, small scale industries, indust=-
rial estates, handlooms, Khadi and village industries, coir
industry constitute small scale and village industries. These
industries are encouraged by the state Governments because a
harmonious blend of industrialiadvance both in small=~scale and
large~scale industries is needed for the economic development
of the states. A number of agencies are functioning in the
'statés to render assistance in every sphere for the setting up

of small scale industries.

The progremme of village and small=-scele industries in
the States was accordard a significent place in its first and
second Five Year Plans. These industries not only provide

gainful employment but also assure & broad and decentralised
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40 The objectives of the progremmes

base to the state economy.
for developmen? of village and small industries in the Fourth
Plan were to.improve progress;vely the production techniques
of small industries so as to enable them to produce guality
goods, tobring them to a viab;e level, to prorote decentrali-
sation and dispersal and to promote agro-based industries.41
The aims of the programmes for +the development of different
smell industries in Fifth Plan are "to facilitate the attain-
ment of some of the major tasks for the removal of poverty and
inequality in consumption standards of these persons through
creation of large=scale oppo;tunities for fuller and additional
productive-~employment and improvement of their skills so as %o
improve their levels of earnings. Furthermore, the programme
would be reorienfed to step up the production of some of the

basic and essentiel articles for the masses and also the

producte which have a larger potential for exportsa“42

C«4 Causes for the Differences in the Percapita

Expenditure levelss

Having seen the importance given to the smell-scale

industries. let us now review the reasons for the variations

T.N. Kapoor, pt ale, Opeclite, P.259.
Government of India, Indie - A Reference Aunual 1973, p.298.

Govermment of India, Plamning Commission, Draft Fifth Five Year
13131’1, Vol QII, §0164‘
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in the levels of percapita expenditure between the states.
Andhra Predesh is rich in minerels. It has a verieties of
industries. The importance of cottage industries to the economy
of the state is considerable in view of the wide variety of
goods that are produced and considerable amount of main and
supplementary employment they provide to rural population.43
Though Andhra Pradesh has rich resources and small scédle
industries its percapita expanditure is 1ow.‘Assam also is
;ieh in minerals. Cotton, Silk Handloom Industries, Rice
poundings, Bell-Metal Industry and Handicrafts are some of the
cottage industries in Assam. Assam though endowed with rich
mineral and forest resources has witnessed only limitéd pro=-
gress in industrislisation because of her backward transport
system. The great physical distances from the main consuming
centres have been intensified Ly inadequate, céstly and time
consuning methods of transport to and within the state. Aésam
cannot, therefore, specialise in the mineral oriented

industries.44

Bihar is the most mineral-bearing State in India and

45

accounts for 40.57% &f its mineral production. One of

objectives of the Third Five Year Flan of Bihar which was

T.N. Kapoor, et alv op.cit., p.30.
Ibid, po76i

National Council of Applied Economic Research.
Techno-Economic Survey of Eihar, 1960, p.167.
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drawn up within the frame work of the National Third Flan
was, "to expand basic industries like steel, chemical
industries, fuel‘and power and to establish machine building
capacity so that requirements of further industrialization
can be met up in:a period of ten years are so mainly from
the country's own resources". But its percapita expenditure

continues t0 be lows

. Gujarat is én industrially developed state. However,
thesmall-scale industries and cottage industries have a
vital role to play in the(devélopment of industries in the
State. Besides yielding employment to a vas+t population, the
smaiiwscale industries play a roie suppl ementary to the large
scale sector. Development of village ard small industries
is essential due 1o large-scale unemployment of both
educated and uneducated persons in rursl as well as ﬁrban
areas and inview of relative scarcity of capital resources
snd the need for dispersal of industries in rural areas.
These industries play an important role in providing employ-
ment opportunities at low capital cost to the rural people
and weaker sectlons of the community,46 Therefore village and

smnall=-gcale indusiries got larger share.

Haryana is industrially developed. It has spent more on
village and small scale industries. Jamou & Kashmir also has

devoted more on village and smell-scale industries. We cquld

46 Government of Gujarats Draft FPifth Five Year Plan, p.217.
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understend the reason for this from the following statement,
"Industrially Jammu & Koshmir is one of the least developed
stetes in the country. Not only is the totel industrisl achi-
vity in the State of a low order, but structurally it is domi-
nated by inefficient aﬁd low income generating household
industries;-There is another aspect of in@ustrial development
of the State that needs to be stressed. Unlike Other states
the Government of Jammu & Kashmir has played prominent

role in‘iﬁﬂustrialisation of the state" T This state really
made first earnest efforte in the Third Plen period to pre-
pare ground for indusirial developmenﬁg48 This effort may

be the reason for the sudden jump in the percapita expenditure

in 1962-~63.

Karnataka has the highest percapita expenditure on
InGustries and minerals. This is the result of the availa~-
bility of natural resources and the state goveruments desire
t0 industrislise the stave. Mysore(Karmataka) stands fifth
suong the States in Indisn Union in respect of minersl wealth.T2
The state almed at the development of both heavy and large

scale indusitries as well as small«scale industries. "While

fostering the growth of heavy and large-scale industries -

47 Wationsl Council of Applied Resesarch.
Techno=Economiec Survey of Jammu & Kashmir, 1969, DP.T76=T77.

48 TIbid, p.81.
49 T.N. Kapoor, et al, opP.cite, DP+292.
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the State government hes not been unmindful of the need for
development of rural and cottage industries which provide the
means of subsistencé or of subsidiary occupation to several
thousanis of the people in the rural parts. The Govermment of
My sore (Karnataka)ihas also recognised that the cottage

50 Hence

industries are complementary to organiSe& industxy"
the absolute amount spent on village and smalle-scale industry

is substantisl in Karnataka.

Kerala also allotted a higher percentage on village and
small-scale industry. Copra making, oil pressing, coir-
making, handloom are the main cotitage and small-scale
indus“sries.S1 Kerala is proclaimed to be & land of small

industries.52

| Madhya Pradesh is rich in minerals. Madhye Pradesh though
have & high industrial potential still awaits development.
Obvicusly the low percapita expenditure indicates this.
Maharashtre is one of the most indusitrialised states. Owing
to the high level of industrial development the government's

spending is less on this function in this state.

Industrially Orisss is among the most backward states

Ibid, p.308.

Ibig, p.153.

Government of Indis, India -~ A Reference Aunnuval 1977~78, P.319.
T.N. Xapoor, et al., oP.cit., P+235.
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in India.54 Raw materials particularly iron ore and mamga-
nese are cbundant in Orissa. The state has nearly one-third
of the proved reserves of iron-ore and one~tenth of the

- 55

nanganese ore of India. Mining and export of iron=-ore

in Orissa is predominantly state~controlled.56

This wmay be
the cause for Orissa spendlng more on mining. With regard to
scope of employment and net output the small-scale and cottage
industries in Orissa play a comparatively modest role. The
Techno-Econonic Survey of Orissa States fhat, "Small-scale
industries are a relatively unimportént part of industrial
sector in Orissa, providing only 1.5% of total industrial

employmerrl;."‘97

The vexry low level of spending on village

and small scale industry in Orissa in 1957-53 is substantiated
by the above statement. But during the Third-Five Year FPlan
the State Government envisaged the setting up of wore Indust-

o8 This efforts

rial Bstates both in rursl and urban areas.
of the Orissa Govermment might have caused the increase in
the expenditure on Small-Scale and Cottage industries during

the subsequent years.

Punjab is poor in mineral resources. The deficiency is

National Council of Applied Economic Research.
Techuo=Fconouic Survey of Qrissa, 1962, p.73.

T.N. Kapoor, et al, Q_p_-Ci't-, Pe326,
Tbid, Pe328.

lational Council of Applied Economic Research.
Techno-Economic Survey of Orissa, p.100.

T.N. Kapoor et al, op.cit., p«340.
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marked in 8ll minerals and industrial fuels.59 The higher
expenditure on small-scale and cottage industries was due to
the emphasls placed ﬁn them in Five Year Plans." Since

inerease in employmeht oppcrtunities was the Central objectives
of the Secmd Five Year Flan and small-scale and cotiage
industries could provide ample scope for employment, considera-
ble emphasis,wés léid on tﬁeir‘devélopmen% ih the State during-
this period. The Third Pian also laid considerable emphasis

on the development of small-scale ané eoﬁ%aée industries.60
Fuyther other factors are also resyponsible for the development
of small-scale industries. YPunjab is the leading state in
India in the small-scale industries. The present position is
mainly because of the suitability of the State for small-scale
industries. People ave adventurous and capables and possess

good organisiug abili%y and compgtence to run the industries
independently. Further the absence of finance and shortage

of basic minerals to run large industries so far, have proved
to be a blessiung in disguise for the small scale industry

in the state",61 Thus the lack of large-scale industries

and efforts of the people induvced the government to lay emphasis

on villege end smell-~scale industries.

Jational Council of ﬁpplied Beonomic Research.
Techno-Econounic Survey of Punjab, 1962, p.61.

I.%, Kapoor, et @l., 0p.Cite, DPP355-356,
Ibid’ 90373'
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Rajasthan is richly endowed with mineral resources.
"The second azd;Third plans aimed at the development of
mining industry. The intention of the Plan is to progressively
develop mining activities on a scale which mey gradually
create potential for additional employment of about one-lakh
persons daily."62 Ag such the higher level of expenditure on
mining is the outcome of the importance given to mines and

minerals in the Five Year Flans.

There is & marked general deficiency of minerals in
Tamil Nadu particularly in metallic ones and industrial

fuels.65

This deficiency might have urged the state to spend
more on village and small=scale ‘industries. Small-scale
industries were given due considerations from the Second Five
Year Plan period. "The estabbishment and Working of two
industrial estates and six colonies in the second plan peribd
was a success. In the planning era small industries are
provided with workshop, btechnical, finaancial and marketing
facilities in an ever growing unumber of industrial estates

and colonies. The traditional cottage industries.are not

neglected. They are also being granted technical and financisel

.aid and rehabilitated on well thoughtout lines. New rural

industries like sericulture, colr and palmyra products are

Ibid, p.403.
Ioid, p.186.
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being promotéd on tae lines formulated in a broad-based,

64

state-wide progremme", 411 these efforts lead to increased

expenditure én viliage and small-scale industries.

The minéral resources of Uttar Pradesh are meagre. The
gquantities of iron and copper that are extracted are sma11,0>
Industrialxijttar Pradesh is among the less‘developed states.
Its industri%l structure is largely dominated by the village
end cotiage industries. The only important industries in the

organised se#tor are the sugar and textile mills whose spread

out effects are limited. The engineering and chemicsl indust-

ries which léad to the development 0f several other industries
and also add to the tertiary activities are poorly develope&"§6
in the Third;Five Year Plan of Utter fradesh priority was

given to viliage and smalllindustries.67

"Further meny of the
cottage inéuétries are good foreign exchange earners. Utiar
Pradesh Gove?nment has been following a policy of giving
active encouragement to cottage industries.“Gg This poligy

of the UttargPradesh Government must have necessitated it to

"spend more on village and smallesceale industries in the

Ibid, p.213-j4. ' ,
Tbid, D462,

. ) {
National Youncil of Applied Economic Research.
Techno-Economic Survey of Uttar Pradesh, 1965, p.99.

TeNe Kapoor,i et al,_O_EnCi'br, p-469""4~70.\
Ibid, D479, -




subsequent periods, -

In West Bengal major development took place meinly in
Iron end Steel and Engineering Industries both heavy and
lighte So the smell and village industries have lesser impor-

tance in this state.

The reasons for the growth of the expenditure on Industries
and Minerals are (i) the efforts of the states to industrialige
the states wnder Pive Year Flans and (ii) the importence given

to small=scale and village industries.

Some of the causes for the inter—state variations in the
percapita expenditures are (1) State governments' interest to
industriaiize the states,for example, Jammu & Kashmir and
Karnataka. In these two states, as we have already seen,
the state governments evinced keen interest in the industrial
development of the states, (ii) Lesser utilization of natural

resources by the states like Bihar, Madhya Pradesh and Orissa.

De Growth of Expenditure on Water and Power Development.

The expenditure on Water and Power Uevelopment includes
expenditure on - ‘
(i) Multi-purpose River Projects,

(ii) Irrigation, Navigation, Drainage and Flood Control Projects.
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(iii) Power Project, and

(iv) Water and Power Development Services.

Table V.1% presents the expenditure on VWater and Power
Development at Current prices and Table V.14 contains the

same at Coustant price.

Ds1 Levels of Percapite BExpenditbure.

The expenditure per head of population on Water
and Power Developument wés at the meximum at B¢3.09 and B.4.19
in 1957-58 and 1962=-63 respectively in Funjab. Jampmu & Kashmir
had the maximum level during‘the subsequent yearse. It was at |
the least level in Madhya Pradesh in all the years under our

review.

Growth of Percapita Expenditure.

The percapita expenditure in money terms declined by
10,90% in Bihar and 3%.3%% in Madhya Pradesh by 1962-63 over
1957-58 by 25% in Madhya Pradesh and 18.5% in Uttar Pradesh
by 1972-73 over 1967-68, by 27.76% in Bihar by 1977-78 over
1972-73. Apart from these downward movements the percapita
expenditure increased in varying degrees in all the states

over each six year period.

Over the twenty-one years from 1957=-58 to 1977~78 the

growth of percapita expenditure varied from 4 times in Punjab
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PER CAPITA EXPENDITURE

35

30

20

Fi6 . ¥-5

PER CAP[TA EXPENDITURE ON WATER
AND POWER DEVELOPMENT

(AT CURRENT PRICES)

JAMMU & KASHIR

HARYANA

ANDHRA PRADESH

RAJASTHAN
ORISSA

GUJARAY
PUNJAB

KARNATAKA

TAMILNADY
MAHARASTRA

UTTAR PRADESH
ASSAM

KERALA &
WEST BENGAL
BIHAR

MADHYA PRADESH

52-63 §7-68 72-713 77-78

| i o

~ -
e

Souvee -

Table ¥. 13
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to 35 times in Orissa in Money terms. In real terms.a 11-fold
‘increase in the percapita expenditure level occurred in Orissa

during the same period.

Share of Water and Power Development

'in Total Revenue Expenditure

The proportion of total revenue expenditure absorbed by
Water and Power ranged from 0.75% in Madhya Pradesh to 14:72%
in Punjab in 1957-58 and from 1.69% in Madhya Pradesh to
14.07% in Jammu & Kashmir in 1977-78. During the 21 years the
proportion of total revenue expenditure spent on this function
increagsed in Gujarat, Jammu & Kashmir, Karnataka, Madhya
Pradesh, Maharashtra, Orissa end Rajasthan. It almost remained
stable in Haryané and Kerala. 0f all the services that come
under Economic Services the share of Water and Power Develop-
ment 1ig next only to Agriculture and Allied Services in all
the States except Assam, Haryana, Kerala, Hadhya Pradesh and
Punjab Whefe Transport end Communication amassed more. In
Jammu & Kashmir, only in 1977-78 water and Power Development
obtained more than Transport and Communication. The States
Agsam and Heryasna allotted more to Iransport and Communication
t?an to Agriculture and Allied Services. Punjab did so since

1969~-70,



D.2 - Inter-State Variations in Percapita Expenditure Levels.

The extent of the disparity in the expenditure per-
capita on Water and Power Development is presented in the

following Table V.15.

Table V.15

¥eagures of Inter-State Variation in Percapita

Expenditure on VWater and Power Development.

1. Ratio between the lowest and highest percapita
expenditure levels,

195758 1:26

1962-63 1:52

1967-63 1:25

1972-73 1163

1977~78 1:19

II. ‘
Year . Mean Standard Coefficient of
(In Rs.) deviation Wariation(In %) -

1957-58 0.,9642  0.7745 80.3256
195859 0,9864 0.8995 91.1901
1959~60 0.995 0.T7394 T4.3115
1960=61 1.058 0.6G97 65.879
1961-62 2,0966 %.1062 1481541
1962-63 1.7566 1.1356 04 .6476
1963~64 2.1253 14878 T0.0042
1964765 23373 1.5231 65.1649
1565-66 2.934 1.8289 62.3346
1966~67 543293 242397 67.2723
1967-68 3.8768 25325 6543244

CONtewe



Table V.15 (conbd.)

II
Year ﬁean Standard Coefficient of
(In k.)  deviation Variation(In %)
1968-69 4.8656 33954 69.7837
1969=70 5.0743 3.1934 62.93%28
1970-T71 5.8257 3.6021 61.8524
197172 641925 44414 71,7222
1972=73 56581 2.9755 52.5883
1973-74 6.9431 - 544476 02.863
1974=T5 7.7006 64238 81.006
. 1975-76 8.6168 - 8.0963 9%.9594
- 1976=T77 . 9.09 Te333%6 80.6776
1977-78 10.9131. Q44308 86.4172

IIT 'Renk Correlation Coefficient between 1957~58 percepita
expenditure and absolite veriation in the percapita
expenditure levelS.

1957-58 and 1962-63 +0.3110
1957-58 and 1967-68 +0.4455
1957~58 and 1572-73 ~ +0.45

1957-58 and 1977-78 +0.372

IV  Rank Correlation coefficient between 1957~58 percapita
expenditure and the percentage variations in the per-
capita expenditure levels.

1957-58 and 1962-63 ~0.2536
1957-58 and 1967-68 ~0+4191
1957-58 and 1972~73% ~0.3073
1957-58 and 1977-78 -0.4647

Source: Derived from Tablie V.13,



I~
[ 4520 TN
™o

The range of difference in the percapita expenditure
levels of the states remalneﬁ higher with a 1ittle change
in its magnitude durlng the period under our analysis. The
relative ranking of the states also altered as indicated by
Table V.16, A

Table Vol6
WMatrix of Rank Correlation Among the Rankings Percapita

Bxpenditure on Weter and Power Development Services in

Selected Years,

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

1957=58 1 0.7084%% (0,5922%  0.6231%% 0,5246%

1962-63 ' 1 0.8220%% 0.6691%% 0.675%%
1967-68 _ K 0.9058%% 0,9117%%
197273 , 1 0.9176%*

1977-78 , 1

** Significant at 1% level
¥ Pignificant at 5% level

Source: Derived from Table V.12.

Consequent of.the‘faster growth in fhe spending of the
states like Mammu & Kasbhmir, Hafyana, Orissa and Rajasthan
and Slower growith in the stetes like Assam, Bihar, Madhya-
?%adesh, Punjeb, Temil Fedu, Uttar Pradesh znd West Bengel
the disparity in the peféaéita spending bhetween +the states

persist.
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COEFFICIENT OF VARIATION

(IN %)
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INTERSTATE DISPARITY IN PER CAPITA

EXPENDITURE ON WATER AND POWER

DEVELOPMENT

57-58 6§2-63 67-G8 72-73
YEARS

Souvee : Table ¥.15
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One could observe that Bihar and Uttar Pradesh who had
lower percapite expendituyre levels in Education, Medical and
Public Health, Zgriculture and Allied Services and Industries
and Minerals possessed higher percapita expenditure levels in
Water snd Power Development than Madhya Pradesh.lo know the
reasons for such differencés ananalysis of the distribution

of the expendibure on water and Power Development is warranted.

D3 Distrivution of the Ixpenditure on Water and

Povier Development.

Table V.17 shows that Irrigation, Nevigation, Drainage
and Flood CGontrol annexed major portion of the expenditure in
all states excluding Punjab where Multi-purpose-River Projects

qlaiﬁed wore in 1957-58. By 1977~-78 Power Projects obtained
larger portion in Jemmu & Xashmir, Kerala and Madhya Pradesh
where as Water and Power Services took more in Gujarat. Now two
questions seens to be relevant. Why the ex?enditure on lrriga-
tion, Navigation, Drainege and Flood control is higher +than
other categories? Secondly, Vhat are the feasons for the inter-

state variations in the percaplta expenditure levels?

Irrigation, Navigation, Drainage and Flood Coutrol
annexed a larger share because of the relative importance

given to irrigation in five year plens and the measures
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undertaken by the states to control floods. The vulnsrability
of India's agriculturs to the vagaries of monsoon has made

it imperative to accord irrigation a high place in the national
deveclopment plans. The Fifth Five Year Flan purported two main
objectives, namely, (i) a substantiali increase in the creation
of irrigation potential consistent with relevant organisational
and finsncial capabilities and having regard to the needs of
the draught prone areas, and (ii) improvements in the utilisa=-
tion of the created potenfial and efficient management of

. . . s 69
water and land for achieving maximum productivity.

The intensity of the problems created by floods could be
understood best from the situation that prevalled in Bihar.
"The magnitude of the lood probem, though grest only for
North Bihar, hss a grave impact om the econdmj of the State
as a wheleo It sﬁbjects about half of the area of the State
t0 insecurity and instability in agricultwre, almost the only

cecupation of the populatioa“.70

To control floods so many measures were undertaken. "The
Hational F¥lood Control Programme was launched in September
1954, following the disatrous floods in different parts of

the country in thet year. During the Second Plan flood conirol

Government of India, Plamning Commission. Drafib Flfth Five
Year Plan; pe106.

National Council of Applied Economic Research.
Techno-Economic Survey of Bihar, 196U,p.26.
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Leasures consis%ing of embankments, channel improvements,
raising thelevel of villages etc. were undertaken in most of
the vulnerable arees. Since the Third Plan protection measures
congisting of %torage reservoirs, embankments etc. which will
form part of the comprehensive plan4of flood control in
different=-river basins, have been itsken up. Attention has been
given to drainage and anti-water logging measures also. Flood
forecasting and warning centres haye been set-up in some of
the most flood=prone river basins., For laying down policies
and for guidance in the coordinated implementation of flood

control programmes there are State Flood Control Boards

assisted by Technical Advisory Committees at the State Level

and River Comnigsions (Floads) at the inter-state level."71

Purther, "because of the complexity of magnitudke of the flood
problen in Brahmaputra Valley and North Bengal rivers, flood
control Commissions "have been set-up by the Covernments of

Assam and Vest Bengal for implementing a comprehensive plan

of flood control."

The construction and maintenence of the major and medium

irrigation projects caused increase in the expendibture both

]

on revenue and capital sccounts in all the states. Butbt the

4

number of projects in the states do not give any valid

Govermment of India: India - A Reference Ammual, 1973, D.249.
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explanation for the differences in the levels of percapita
expenditure. The drrigation potentials created and the physical
achievements of fleod control measures (Table VI.11) serve

as more meaningful measures to explain the inter-state varia-

tions in the percapita expenditure levels.

Table V.18 gives the irrigation potentizl created in

the states.

Assan has tepped only 11% of its irrigation potential
and perhaps this may be due to its expenditure on flood
.control as it is so critical that, "Even a brief description
of thebtate's economy would be incomplete without & mention
of the problem of floocds Whiéh is a chronic ailment of the
econonmy. It causes severe dislocation in transport and commi-
nication, extensive damages to standing crops and property
and alsc loss of human and cattle life. The state exchegquer
has to bear a substantial burden and 1la the years of more
extensive floods the entire Siate Government administration

72

is thrown out of gear.!

The svate Jampu & Kasbhmir has spent more since it is

utilizing 79.%% of its irrigation potential.

Government of Assam: Memoraerndum submitted 1o the Seventh
Finance Comnission, 1978, Db
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The percapita expenditure is low in Madhya Pradesh.
This may be due to the low expendifure on irrigation projects.
This state has tapped only 29% of its estimsted irrigation

potential «-

In Waharashitra the expenditure per head on this function
is relatively low. It is even lower than that in Orissa - a
backward state.Perhaps Mahorashtrs may not have given due
importance %o irrigation. G«G. Mirchandani points out that,
"The primery reason for tﬁe backwardness of Maharashtra's
agricultural economy is the very low coverage of cultivated
area under irrigation. Recognising the backwardness of the
State in irrigation, the State Govermment is concentrating
all its efforts in this dirvection. Dﬁring the Pifth Five Year
Plan it ie proposed to create an additional potential of 9.88
lakh hectares which will bhe equal +to the povential created
since the First Five YearPlen till the end of the Fourth

13

Five Yesr Plan.”

Because of this step taken by the Government of Mahara=-
shtra its percapite expenditure doubled by 1977~T78 cover
1972-73« The potentiul to be created by it has gone up from

39.2% b0 61.1% bty the end of Pifth Flan.

Punjab and Tamil Nadu have tapped their irvigation poten-

73 G«Go Mirchandanis oR.cit., pp.71-72.
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tiel to & greater extent. Ls such the proportion of total
expenditure devdted to this function declined from 8.20% in
197273 to 5.16% in 1977~78 in Punjab. G.¢. Wirchandeni
attributes the increase in per—hectare yield in Tamil Hadu
t0, "the implementation of high yielding verieties programmes
and fullest exploitation of the extensive irrigation sources

[

in the States™, the capital account also the share of

this funection declined in these two states upto 1972-T73%.

The expenditure per head of population was low in West
Bengal. The propertion of totel revenue expenditure allotted
to this service fell since 1667-69 and that of Capital account
zssumed a Cowrmward trend since 1962~6%. This may be due to the
exploitation of major portion of its available potential for
irrigation. The Nationsl Council of Applied Economic Research
felt that, "With the completion of First end Second Flan
Schemes, the State would be utilizing most of its irrigation
potentisl, especially from mejor surface scurces. The poten=
tiel availavle for further exploitation in future is, therefore,

only meagre."75

As seen from lable V.13 the sistes Bihar, Madhys Pradesh,

Orissa, Rajasthan and Utter Fradesh are riech in irrigation

Ibid, p.78.
National Council of Applied Economic Research.
Techao~Teonomic Survey of West Bengal, 1962, p.42.
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potential. In development they arevstanding low because of the

pon=-vtilization of the available potentisl.

EL  Growth of Bxpenditure on Transport and Communications.

The function Transport & Communication includes
expenditure on Roads & Bridges, Road and Water Transport

Services, Tourism and others.

State highwéys, digtrict and rur@l roads are the respon-
gibility of state govermmenits. The rural roads are developed
under the Winimum Needs Programme with thé objective of link~
ing 2ll villages wilth & povulation of 1500 snd above with all

vweather roauB.

In the Fifth Five Year Plan the road development pro=-
gremme lald emphasis on (1) the completion of works spilling
over from Fourth Plan, (ii) consbruction of bye-passes around
congested citiss; replacing railway levél(prossimg with over=-
bridges and under bridges strengthening of pavements and
widening of two-lanes of certain remaining single lane sec-.
tions; (iii) removal of missing links, and (iv) development

of rural roads-under “"minimum needs programme".76

Government of India, Planning Commission, Draft Fifth Five
Year Plan, Vol.II, pp.176=177.
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Under Roads and Bridges,77 the spending is made Sn
Direction and Administration, Plaming and Research, National
Highways, Road of Inter-State Luportence, Strategic and Border
Roade, State highways, District end other Hoads, Railway
Safety Works, Machinery and Equipment, Suspense,Minimum Needs
Programme, Other Expenditure and Transfer to/from Reserve

Funds and Deposit Funds.

Road and Water Transport Services Comprises expenditure
on Direction and Administration, Assistance to Transport
Services, Training snd Research, Government Transport Services,
Working expenses and other expenditures incurred.on both Road

and Water Transport Services.

Tables V.19 and V.20 present the expenditure on Transport
and Communication charged t0 revenue account 2% current and

constant prices respectively.

E.1 Levels of Percapita Ixpenditure.

The percapita expenditure on Transport and Communica=-

tion was at the maximum level at B.3.81 in Assam in 1957-58,

Before 1974~75 the experditures on Commnications, Buildings
and Public Works were grouped under . the major head PYublic Works.
As per the new accounting procedure we have rearranged the data
pertaining to the periocd from 1957-58 to 1974-75. We have booked
the expenditure on (i) communications as expenditure on Roads
and Bridges, under Transport and Communications, (ii) Buildings
as Housing under Socizl and Community Services, (iii) Public
Works as Public Works under Administrative Services.
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B5412.82, [5.25.67 and B.20.67 in 1962-63, 1967~68 and 1972~T3
respectively  in Jammu & Kashmir and at B5.36.03 in Haryana in
197778 Leaét its level wss in Rajasthen at 0.52 dbaise in
1957-58, 0.46 paise in Bihar in 1962-63, 0.67 paise and 0.88
paise in 1967-68 and 1971-~72 respectively in Maharashtra and
at B5.1.89 in Bihar in 1977-78.

Growth of Expenditure on Transport snd Communications.

At cwrrent prices the percapité expenditure decreased
oy 60.34 in Bibar and 7.81% in Maharashtra by 1962-63 over
1957-58, by 23.57% in Karnataka, 51.67% inkKerals, 5.76% in
Orissa by 1967-68 over 1962-63; by 28.3%% in Andhra FPradesh,
19.47% in Jammu & Kashmir, 4%.86% in Rajasthan and 15.45% in
Uttar Fradesh by 1972-7% over 1967-683 by 17.46% in Assan,
45.41% in Gujarat, 44.41% in Jammu & Keshmir and 7.3%5% in
Temil Nedu by 1977-78 over 1972-73. Such a ‘btrend occurred

at constant 1960-61 price also.

Over the twenty-one years frdm 1957-58 to 1977-78, the
percapita expenditure on Transporit ;nd Comnunication shot=-up
rapidly in Punjab by 4404% and slowly by 62% in Bihar in
money terms. However in real terms it moved up by 1280% in
Punjab and went down by 25.12% in Assam, 50.40% in Bihar and

49.66% in Gujarat during the same period.
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Share of Transport and Communicztion in

Total Revenue Expenditure.

The proportion of total expenditure charged to revenue
spent on this functional category differed from 2.25% in West
Bengal t0 14.84% in Assem in 1957-58. By 1977-78, its share
varied from 2.53% in Orissa to 17.80% in Haryana. The per=-
centage of total expenditure absorbed by Trensport and Commu-
nication stood almost stable in Andhra Fradesh, Kerala,
Madhya Pradesh, Tamil Nadu and Uttar Fradesh and increased
in Punjab, Rajasthan and Vest Bengal.The biggest increase
was in Punjab. 1t declined in all the other states during the

|
period under our review.

E.2 Distribution of the Expendlture on

Trangport and Compmunication

We shall ﬁow turn to the distribution of the expendi-
ture on this category. #s seen from Table V.21 all the states
spent more on Boads and Bridges in 1957-58. Bﬁt by 1977~78
the states Haryana and Punjab allotted 74-22% and 54 .89%
respectively for Road and Water Transport Services. Hence in
, these two states Roa& Transport accounted for most of the
expenditure growth in 1977~78. In Guaarat Port Light House

accounted for the increase in this expendlture.



281

Table V.21
Digtribution of the Expenditure on Transport and Communication
(. in lakhs)

Road & Water Trars—

States Road & Bridges port Services Tourism & Others

1957= 190%8- % 1795 7= 1077= % 1957= 1977 %

58 78 Incr. 58 78 Incrs - 58 78 Incr.

Andhra . - 235 3150 1240.42 - - - 2 63 3050
Pradesh  (99.15)(98.04) (+85) (1.96)
Assanm 422 1480 250,71 - 162 - - 17 .

(100) (89.21) - (9.76) . (140%)
Bihar 510 1150 125.49 - : 38

(100) (96.80) (3420)
Gujarat 226 226 = 1 19 a1 474 485

(72.39)(313) («32) (2.64) (26.30)(65.92)
Haryana = 92 1041 1031.52 283 3054 979.15 20

, —_(24.53)(25.29) (75.47)(T4 .22) («49)

Jamnmu & 56 530 B846:42 1 4 69 1625
Kashmir  (93.33)(88.33) («17) (6.67)(11.50)
Karnateka 263 1924 631 .55 A5 - 1 44

(99.627(95.57) (2.24) " («38) (2419)
Kerala 141 1534 - 987.9% 79 121

: (100) (88.46) (4.56) (6.98)

Vadbya 208 2734 121442 - . . . . 29
Pradesh  (100) (98.95) (1.05)
Maharash- 273 2483 811.73% 25 84 101 20
tra (76+47)(95.25) (0.88) (23453)(3.87)
Orissa 120 84.2 601 .66 3 21

(100) (97.22) (0.35) (2.42).
Punjab 113 1947 ‘1623.00 2448 , 65

(100) (43%.65; . (54.89) (1.46)
Rajasthan 98 1811 1747.95 48

(100) (97.42) (2.58)
TamilNadu 274 2998 994 .16 136 60

(100) (93.86) (4.26) (1.88)
Uttar 384 3352 772491 10 "4 66 1550
Pradesh (98494 )(97:98) . (0.29) . (1.06) (1.93) '
West 169 2178 1188475 380 10 112 1020
Bengal  (94.41)(81.57) (14.23) (5.59)(4.19)

Source: 1. 1957~58 - combined Finance and Revenue Accounits of Centrsl
: . and State Governments in Indis. :
2. 1977~78 - Reserve Bank of India Bulletin, Septe.~0ct+1979.

Notes : 1. Figures in brackets indicate percentage to total expenditure
on Transport and Communications.

2. Por Gujarat and Haryana the figures under the column for the
the year 1957-58 belong. to 1960~61 and 1967-68 respectively.
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. In Jammu & Kashmir Tourism accounted for Is.4 lakhs in
1957-58 and k.69 lakhs in 1977-78. This state has spent the
highest amount for tourism . The reason being "Tourism has
immense potentialities in Kashmir. The scenic beauty and’
galubrious climte of the state provide a rich source for
development of tourism which could considerably add to the

state income."78

E.3 Inter~State Variation in the Percapite Expenditure Levels.

Table V.22 presents the extent of inter-state varia-
tions in the percapita expendituré on Transport and Communica-
tions.

Table V.22

Measures of Variations in the Percapita Expenditure

on Transport and Communication

I. Ratio between the lowest and highest percapita expenditure

levels.
1957-58 1:7
1962-63 1128
1967-68 1338
1972-73 1323
1977-78 1319

78 ‘National Council of Applied Economic Research.
Techno=Economic Survey of Jammu & Xashmir, 1969, p.131.
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Table IV.22 (contd.)

H Year Mean Standard Coefficient of

(In B.)  deviatiom Veriation(in %)
1957-58 1.0314 0.850% _ .  82.4413
1958-59 0.9485 0.734 7743853
1959-60 1.2228 1.0705 87.5449
1960-61 14566 1.22 83,7566
1961-62 1.9666 2.2182 112.7936
1962-63 2.774 340287 109.1816
1965-64 2.9366 3.138% 106 .8634
1964-65 %.186 3.1645 99.3251
196566 3.8826 4.2024 108. 2367
1966=67 4.5068 5.+9389 131 7764
196768 4.6762 64116 130.7899
1968-69 5.0137 5.5666 111.0277
1963-70 5.0218 4 48354 96.2881
1970~71 5.7518 541403 89.3685
1971-72 6.1481 6.1329 99.7527
1972-73% 6¢2643 6.2743 100.1596
1975~74 6.0637 6.045 99.6916
1974 =75 8.4662 . 1044345 123.2489
1975~76 8.68556 11.9199 134 ,6029
1976=77 9.8068 10.8581 110.7201
1977-78 9.1168 9.58%4 105.118

IIT. Rank correlation coefficient between 1957-58 percapita
expenditure ievek;aﬁd the absolute variation in per=—
oaiJi’ba expenditure. ,

1957-58 and 1962-63

+0+4544
1957~58 and 1967=63 +0.1783%
195758 and 1972~73 +0.3308
1957-58 and 1977~78 +0,1558

- : QoNtess
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Table V.22 (contds.)

IV. Rank Correlution Coefficient between 1957-58 percapita
expenditure levels and percentage variation in the per=-
capita expenditure levelS.

1957-58 and 1962-63 +0.0823
1957~58 and 1967-68 ~0.1470
1957-58 and 1972~73 ~0,970%%
1957=58 and 1977~78 ~0.4514

** Significant at 1% level.
Sources Derived from Table V.19.

The above table shows that the disparity in the inter-
state percapite expenditure is not only greater but expanded

also. The rank correlation anzalysis discloses that the
increased gap is not tﬁe outcome of faster increase in the
percapita levels of the states who already had higher levels
in 1957-58. The disparity in the percapita spending widened

. because some states like Hé%yana, Punjab, Rajasthan and West
‘Bengal who had-lower percapita levels in 1957~58 vastly
‘enhancgd their'expenditures‘while there was no appreciable
.increase in the percapita 1:evels of Bihar, Gujarat, Maharashtra,
Orissa and Utbtar Fradesh over the twenty-one years. Therefore,
“the relative ranking of the states changed substantially as
given in Tablejv.Zﬁc The ghénge in the relative ranking was
brought about by the drastic improvement in the position of
.Ha:yana, Punjah, Rajasthan and deterioration in the stages

. of Agsam, Bihar, Karnateka and Orissea.
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Table V.25

Matrix of Rank Correlstlons Among the Rankings of Per capita

Expenditﬁre on Transport and Communications in Selected Years.

Years 1957=53  1962-63. 1967-68  1972-73  1977~78
1957-58 1 0.6242%% 0.2353  0,3808  0.2639
196263 , 1 . 0.7014%%  0,7382%¢% 0,6692%%
1967-68 | 1 0.8520%%  0,6162%*
197275 - | A 1 0.6765
1977-78 1

% Significant ab 1% level
* Significant at 5% level
Source: Derived from Table V.19.

One could observe that Waharashtra, a developed State,
” that of
had its percepita expenditure level lower than/the weaker

states.

The states Andhra Pradesh, Bihar, Gujarat, Karnataka,
Kerala; Orissa, Madhya Fradesh, Maharashtra, Rajasthan, Uttar
Pradesh and West Bengal had their percapita expenditure levels

lower than the all state average almost in all the years.

B.4 ZLength of Road available in the States and Causes for the

Veriations in the Percapite Expenditure.

Table V.24 shows the length of roads constructed
upto 1974=75 in the states.



Table V.24

Length of Roadsi1974-75

(In Xms.);

2381

States Surfaced Unsurfaced Total Road Length Road
Road Road ) per 100000 Iength
© population per
1008q km
Andhre Predesh 52197 43771 95968 205 35
Assam 5058 19148 24296 143 30
Bihar 21593  © T2439 94032 i54' 54
Gujarat 37144 31573 AT 252 38
Haryana 15138 9833 25071 227 . 56
Jammu & Keshmir 6393 © 7682 14075 280 6
Karnataka 57126 ;40929 97955 307 51
Kerala 19337 58776 78113 332 200
Madhya Pradesh 40066 48720 88786 192 20
Maharashtra 49926 60754 110680 200 35
Orissa 13425 34569 479% 200, 30
Punjab 15161 5939 21100 143 41
Rejasthan 25164 21950 47114 165 13
Tamil Nadu 59971 47312 107283 240 82
Utbar Pradesh 51660 85275 116935 123 39
West Beﬁgall 28639 89299 117938 242 134
411 Indis 493111 »’722226 1215337 20% 37

Source: India - A Reference Annual 1977~78, P.%43.
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We could observe that the states which have their per-~
capita expenditure 1evelslbelOW'all state avefage‘level have
the road length per 100 Sq.kme aiso below all state average.
Fof instance, Andhra Pradesh, Madhysa Pradesh, Maharashtra,
Orissa, and Rejasthan, fall under this category. Though the
percapita expenditure in Assam is relatively higher the road
length per 100 km is lower. This mey be due to the land scape

of Assam.

We have also seen t\hat the percapita expenditure in Jammu
& Kashmir is high. But the road length in that state is very
low. The condition of the roud in that state has been vividly
brought out by the National Gouncii of Applied Economic
Research. "There are numerous sections in the State which are
having unbridged crossipgs, weak bridges end frequent land
slips even on importent rosds. The existance of these sections
are a hagard to movement. On the whole the state has an in~
adeguate road length both on quaﬂtitative and qualitative
terms.79' Further, "The general terrism of the state being
mountainous even road develovment is not only costly bﬁt also
difficult on account of the nature of soil, non-availability

of road buillding masterial and short-working season.so Thus

National Council of Applied Zeonomic Hesearch.
Techno=-Economic Survey of Jammu & Kashmir, 1969,p.115.

Ibid, p.110.
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the physical condition of the state coupled with other
constraints might have warranted the state to have a higher .

expenditure level.

ma&ﬁya Pradesh Bad relatively low percapita expenditure
level because, "The State's physical featufas, forest regiouns,
numercus small and big rivers all militate against en efficient
system of transpor*b-"s1 The percapita expenditure level in
Orissa and its road length is also lower.)The consequences of
this poor road system has been narra%ed as, "The existence of
adequate traasport facilities is of fundemental importance
for the economic developmeidt of an underdeveloped State like
Orissa. The inadequacy of facilitles ie one of the explanations
of the paradox that desplte the existence of large nstural

resources Orissa continues to be & poor and bagkward State".az

One of the reasons for the higher percapita expenditure
in Punjaﬁ is higher construction cost. In Punjab. "Thougﬁ
nuch of the land of the State is piain, still the construction
of roads is not very cheap.This is because of the fact that
inkthe Vestern districts stone has to be taken for a guite
long distance from the hills, the transportation of which
involves considerable costs. On the other hénd in the sub-
mountaneous disitricts of the'State, land is dissected by

numerous seasonal strezms and the constructicn of many bridges

T,N. Kapoor, et al, op.cit., p.233.

National Council of Applied Economic Hesearch.
Techno-Bconomic Burvey of Orissa, 1962, p.121.
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over them involve huge expenditure.“"g3 Though the percapita
revenue expenditure is low in Uttar Pradesh, the combined per=-
cépita expenditure (Revenue + Capital) is relatively high.

May be due to the enhanced level of Capitel expenditure the
rozd leﬁgth per 100 sq.kme is above the all-India average

level in this state.

‘$ome of ﬁhe reasons for the variamtions in the expenditure
levels between the states are (i) physical 'structure of the
gtates, for instance, Assam, Jammu & Kashmir,Madhya FPradesh
and funjab; (ii) the states!' spending on Trensport Systems as
in Punjab and Haryanaj (iii) Importance to Tourism in Jammu

& Kestmir, (iv) Socisl and Political situation of the states.

For example, though ﬁaharashtra is a developed state itse
percapita expenditure on Transport and Communications is very
léw and so length of the Road is also relatively lower. . This
ney be due to the geographical, social and political condi-

tions of the state.

CONCLUGSTION:

The percentage of totsl expenditure atsorbed by Eeonomic
Services decreased in most of the states. This declining trend
is not due to the attaimment in the development of infro-

~structure. Most of the states are lagging behind in power

83 T.N. Kapoor, et al.y 0Decite, De352.
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and road developuent. In agricultural and industrial develop=-

ment aiso they are standing below.

(2) Of the four services Agriculture and #1lied Services
absorbed higher percentage of total revenue expenditure in all
states except Haryena and Punjab. These states allocated more
for Transport and Communication, Next to Agriculture and Allied
Services, Water and Power Development, got more share in

revenue expenditure.

(3) The percapita expenditure on Agriculture and Allied
Services 'is higher than that of Uther services. Ounly in Haryana
and Punjab the percapite expenditure on Transport and Commu=
nication is at the highesv level. The variations in the per-
capite expenditure levels of the states is less in Agriculture
and Allied Services and highest in Transport and Communications.
¥ith respect bo Industries and Minerals the inter-state varia-
tionlin percapita experditure levels tends to shriunk. In the
other +three services the differences in the levels of per-

capita expenditure assume an increasing tendency.

(4) The rate of growth of the expenditure on Agriculture and
Allied Services is higher in Andhre Predesh, Assam, Haryana,
Maharashtrs, Tamil Wadv, Uttar Pradesh and West Bengal. In
the -other nine states expenditure on Water and Power Develop=-

ment had faster growth.
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(5) The states of Bihar, Madhya Pradesh, Orissa, Rajasthan
and Uttai- Pradesh are rich in mineral resources and irriga-
tion potential. Their backwardness in development may be

attributed to the poor utilization of the availaile resources.

(6) The inter=-state variations in the percapite expenditures
rose owing to the faster expansion in tue percapita spending
of the richer states. Though the weaker states experienced
relatively higher percapits spending levels in tﬁe initial
years they were not able 10 expand their spending levels
app:ceeiably during the subsequent years. This tendency may
be due to thelr inability to raise revenue adequately as done

by thelr developed counterparts.
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AYPENDIX V-1

The following are the important mejor, medium irrigation
and multi-purpose river projects* whose consiruction and
maintenance caused the increase in the revenue and éapital

expenditure on Water and Power Development in the States.

In Andhra Pradesh Nagarjune Sagar, Kelem, K.C. Cansl
and Sunkesula Aricut, Thungabﬁadra High Level Canal (Stage I

and Stage II) and Pochampad were constructed.

Assam started Jamuna Irrigation Scheme in 1964 and
completed éuring IV Plan period. Bihar has Bédup, Chandan
(1961-62) Gandak (1960), Kosi (1957) Sone Barrage (Stage I
1961, Stage II, 1968=69).

Cujarat possesses Banas, Hatratl, Kekrapsr, Mehi right

bank canal, Mehi Stage II, Narmade, Shetrunji and Ukai (1960).

Héryana coupleted Gurgaon canal and Western Jamuna
during Fourth Plan period.

In Jamumu & Kashmir, the Tawi Lift Irrigetion scheme
was started in 1969~70 and ended in Fourth Plan period. There

is no major irrigation project in this statas.

Kaernataka has Bhadre (1947) Ghutaprabha stage IT (1956)
Hemavathy (1967) Harangi (1967), Kebini (1959), Thungabhadra

(1945), Upper Krishna (1964) and Malaprabha.

* Pimes of India Directory and Yearbook, 1978, p.96.
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Kerala owns Kallada (1962), Kuthiyadi (1962), Malempuzha
(1949-1967), Pampa (1962) and periyar (1956 - Fourth Flan).,

- Madhys Pradesh consiructed Barms (1960), Chambsl project
(1954-1960), Hasdeo (1961) and Pariy Tawa (1962).

Maharashtra constructed Bima (1964), Jeyskwadi Stage I

(1964), Krishna (1968=69) Kukadi (1969~70), Upper Godavari
(1968) and Werma (1964).

Orissa hes Hirakud (19248 to Fourth Flen) Mahanadi Delta

(1955~55) and Salandi (1961).

Bankre Nangal (1948) and Beas Projects (1961-62) are the
joint venture of Punjab, Heryane and Rajasthan. The projects in
Punjab are Harike {1950-1958) and Sirhid feeder (1953-54 -
1960). |

Rajasthan constructed Kotah Barrage (1953), Rajasthan

Censl (1958) and Ranapratep Sagar Dam (1961).

Panil Fadu has Papanesam, Bettur, Manimuthar, Chittar
Pattnamkal (1963) and Parembikulem and Aliyaer (1959) in

collaboration with Kerala.

Utter Pradesh has Matalile (1952), Remganga(1961),
Sarda Segar (1957-58), Sarada Canzl (1968~69) and Western
Gandek (1961).
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 West Bengal constructed Farakha (1963-64), Kangasabati
(1956 - Fourth Plan) and Mayurskshi (1946+1956).

Bectuse of the construction and maintenance of these
major and medium prcjects the total expenditure on bota

revenue and capital accounts weant up in all the states.



