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Chapter 11 3

THE TREND AND GROWTH PATTERN OF REVENUE EXFENDITURE

In this chapter we briefiy ment ion the objectives of
the expenditure policy of the state governments and we follow
it up by tracing the growth of tota; revenue expenditure at
current and constant prices. We also analyse the growth pattern
of the components of total revenue experditure namely develop-
mentel expenditure and non-developmental expenditure. Moreover
we have attempted to know the expenditure preference of the
states and how far they finance thelr expenditures from their

oWl re8ourcesS.

A. Experditure Policy

The goverumental expenditures are incurred inaccordénce
with a set pattern of objectives = a pattern which reflects
the social and economic needs of community. These needs which
are reflected in the objectivés of a budget grant are translated

into action in the form of programmes, plans and schemes.

Aeccording to Richard A. Musgrave the broad objectives of
public expenditures are (i) allocation, (ii) distribution and

(iii) stabilisation.l The first objective, allocation, refers

Richard A. Musgrave. The Theory of Public Pinance (McGraw-Hill
Kogakusha Ltd., Tokyo), 1959, pp.5=27.
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to the gervice function of a state in providing for the
satisfaction of those individual wants which the market
mechanism cannot provide or satisfy adequately. The distribution
objective relates to the function of the state in ensuring an
equitable distribution of income between classes or groups of
people. The stabilisation objective relates the function of
maintaining a high level of utilisation of the available

resources and value of currency.

Prior to Independence the government mostly paid attention
on defence and maintenance of law and ordef.2 The change in the
direction of public expenditure has been clearly narraited by /
A Premchéﬂd. In his‘words, "The gradual change of attitudes in
the foreign rule from a é%age when they were primerily
concerned with the maintenance of law and order to the setting
up of famine relief funds, construction of irrigation
projects (fhough obviously for the purpose of increasing
revenues thereby) and eventvally to a stage where increasing
axpen@iture on socisl services likg education, medical
amenities etc. were spent conclusively indicates the pattern
of growth of Indian public expgnditures. Finally the
replacement of a foreign rﬁle by a demociatio govermment
wedded to & poliey of economic reconstruction has lead to a

significant change in the direction of public expenditure".5

KeNe Reddys: The Growth of Public Expenditure in India.
(bterling Publishers, New Delhi), DPpe34=37.

A+ Premchand. Control of Public Expenditure in India.(Allied
Publishers, Bombay) 1966, p.239.
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The provisions of financial adjustments embodied in
the Constitution of India and the implementation of the
Five Year Plans have produced far reaching changes in the

expenditure policy of both the Central and State governments.

In the Constitution of India the basic objectives of the
States are mentioned as "The Directive Principles of State

?olicy."4 They are 3

(1) The state shall strive to promote the welfare of the
people by securing and protecting, as effectively as it may,
a social order in which Justice, social, economic and poli-

tical shell inform all institutions of nationsl life.

(2) fThe State shall in particular, direct its policy towards-

(a) that the citizens, men and women equally, have the
right to an adequate means of livelihood;

(b) that the ownership and control of the material
resources of the community aré go distributed as best to
subserve the common good;

(c) that the operation of economic system does not

result in the concentration of wealth snd means of production

to conmon detriment.

Government of India? Constitution of India. (Ministry of
Law) 1963, DPP.25-27.
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These general principles were given & more precise
directién in December, 1954, when Parlisment adopted the
'socialistic pattern of society' as the objective of social
and eqonomic poliqy.5 With a view to achieve the'spcialistic
pattern of society' the Five Year Plans are implemented. The
Five year plans are the product of the Combined needs and
resources of the Centre and the States. Hence Prof. D.T.
Liakadawala has pointed out that, "The attainment of broad
objectives like growth of national income, price stability,
full employment and social security and welfare by which the
centre will be judged is dependent to a large extent on the
States' willingness and ability to pursue pfoper courses
of action in thelr own sphere."6 Hénce in formulating the
state plans the national objectives and the needs of the
states are tazkeninto account. In the draft outline of the
Third Five Year Plan it has been mentioned that, "In deter=
mining the plan of each State consideration was giveh to its
' needs, problems, past progress and lags in development,
likely contribution in resources which the state could meke

towards its development programme."7 As such the expenditure

Government of India. Draft Third Pive Year Plan, p«d.

D.T.Dakdawala: Union-State Financial Relationship.(Lalvani
Publishing House, Bombay ), 1967, DP«3.

Government of India. Draft Third Pive Year Plan, p.60.
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policy of the state govemments are represented by the obje-
ctives of Pive Year Flang, like, raising national income,
atteinment of self-sufficiency, expansion of employment
oppor%unity, reduction of inequalities of income and wealth
and a more even diétribution of economic power, provision

of social services like Education, Medical and Public Health
and Social,Security and Velfare. Thus the expenditure policy
of the states is determined jointly by the policy of the
Central as well as State Governments largely coordinated

through Plamning Commission and National Development Council.

B¢l Crowth Trend of Revenue Expenditure.

In India, for accounting purposes the public expendi-
ture is generally divided into two broad groups namely (1)
_expenditure on revenue account end (ii) expenditure on
Capital account. When the expenditure is met from the
procecds of taxation and other receipts classified as revenue
it is called as expenditure on revenue account. When the
expenditure is met usually from borrowed’fﬁnds for the
creation of financial and physical assets it is called as

expenditure on Capital account.

We trace the growbth of total revenue expenditvre period-

wise - (1) 1957-58; (2) 1962-633 (3) 1967-68; (4) 1972=73; and
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(5) 1977-78. Table I.1 shuws the trend of revenue expenditure
for seleécted years at current prices and Table IT.2 exhibits

1t at 1960-61 constant price.

Levels of percapita total Revenue Bxpenditure.

In 1957-58, at current prices, the total revenue expendi-
ture per head of population was highest in Assam at Bs.25.72
followed by Hs«24.,6 in Karnataka and B5.22.24 in West Bengal. -
The state Bihar had the lowest percapita expenditure at
B.13.65.Upto 1960-61 - Karmataka occupied the first place and
Punjab followed its In 1961-62 Karnataks was replaced by
Jammu & Kashmir. Since then Jammu & Kashmir held the first
rank and Funjadb stood &t the second rank in 21l the years.

Bihar possessed the lowest per capiie level throughout the

Period under our review.

_ During the twenty-one yeafs‘drastié changes occured in
the relative positionsof the three states namely fLssam, Jammu
& Kashmir‘and West Bengel. Among the other states Andhrs
Pradesh, Kerala,'Punjab and Réjaéthan improved their posi-
tions Whi}e other states almost remained stable. Therefore
the relative positions of the states by the size of their

percapita expenditure witnessed change as seen in Table IL+3
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Tabie II.3

Matrix of Rank Correlations Among the Rankings of Percapita

Total Revenue Expenditure in Selected Years.

Tears 195758 - 1962-63 1967-68 1972~73 1977-78

1957-58 1 0.5588%  0.6176%  0,5764%  0.5470%
1962-63 . 1 084 T 0.8529%%  (,8411%%
1967-65 A 1 0.8147+%  0.8294%%
1972-73 1 0,94 7#*
197778 1

** Significant et 1% level
* Significant at 5% level
Source: Derived from Table II.1.

Growth of Percapiie Revenue Expendibure

In its time pattern growbth the total revenue expenditure
per head of population expanded over each s8ix year period in
all the states at current prices. But the rate of expansion
was different from state to state. When deflated for price Changes
and expressed in 1960-61 constant prices the percapitas totsl
revenue expenditure fell by 1.10% in Andhra Pradesh, 1.43% in
Jamou & Kashmir, 6.78% in Karnatake, 5.14% in Orissa, 1.%4% in
Utter Pradesh and 1.70% in West Bengal by 1957-58' over 1962-63,
by 2.97% in Assam in 1972-73 over 1967-68 by 6.29% in Bihar
and 9.0% in Jarmy & Kashmir in 1977=78 over 1972-73.
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Thg érowth trend of the revenue expenditure cof the
states(could be observed in a more spectacular form if we
examine ita;growth over a span of 21 yeers. The percapita
revenue expenditure sprang up both at current and constant
Prices in allthe states. The greatest spurt occured in Jammu
& Kashmir and lowest growth was witnessed in Assam. In money
terms it went up by 1365.54% and 447.94% in Jemmu & K;a,shmirs
and Assam respectively. In real terms its growth varied from
68.14% in Assam to 349.71% in Jammu & Kashmir over the twenty-
one years from 195758 to 1977-78. Even after the removal
of the i@bact of permanéﬁt influences, such as population
and price changes the revenue expenditure had grown in all

the states during the twenty-one years under our review.

A

Be2 Inter-State Variations in Pe:capita Revenue Expenditure.

Let us now observe the inter~state variations in the

Percapita revenue expendibure.

Measures of Inter-State Variations in the Per-

capite revenue expenditure.

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

1957-58 151.88
1962~83 114

1967=68 133437
1972~73 12354

1977-76 1:3.59



Table II.4 (contd.)

Year Mean Standard Coeflficient of
L {(in Bs.) deviation variation(In%)

1957-58 18471 3.7077 19.8166
195859 20.7107 549238 1849457
1959=60 23+3364 449379 21.1596
196061 25 .586 5.3567- 20.9%6

196162 3044006 843556 27.4849
196263 34 6266 114175 32,9713
1963=64 37,892 11.7126 30,911

1964=65 4143266 12.8899 31,1903
196566 4748566 13.7831 28.8008
1966~67 5442 21,0896 3847533
196763 59,8006 17,3431 25,0015
1966~69 66,9825 20,5306 3047253
1969-70 7648525 288267 37,5091
1970~71 8044812 25.981 324282

1971-72 30.8675 31,0659 34,1881
1972=73 100.3562 35 . 2062 35 .1624
1973=74 111.7225 41.5113 371557
197475 118.01 42.99%5 564432

1975-76 135,3162 5%.1695 39.2927
1976~T7 149,943 56.3943 376104
1977~178 161.1231 A7:+3991 29,4179

43

III Rank Correlation coefficient between 1957-58 percapita

expenditure levels and the absolute variation in per=~

capita expeaditure levels.

1957~58
1957~58
195758
1957~53

and 1962-6%
and 1967-68
and 1972=73
and 1977-78

. +0.1 295

+0.3%8% -

+04485%
+0.4 205

Contese
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Table 1104- (Contd-) ‘

1v. Réﬁk correlation coefficient between 1957-58'peroapita
expenditure levelsand the percentage variation in per=
capita revenue, expenditure levels.

1957-58 and 1962-63 ~0.1117
1957-56 and 1967-68 g ~0.2029
1957-58 and 197273 -0.0529
1957-58 and 1977-78 -0.098

Sourece: Derived from Teble II.f.

The facte given ebove clearly show that the inter-state
disparity in percaplita revenue expenditure has increased
during the period under our review. As the wesker states
Assam, Bihar, Madhya Pradesh, Orissa and Uttar Pradesh
continued 0 have lower percapita levels while the developed
states Gujarat, Harysma, Maharashira and Punjab enjoyed
nigher percapita levels. Further among the weaker states
Jommu & Keshmir and Rajasthen improved thelr spending levels
while West Bengel, a deveioéed state went dowﬁ, Therefore

the inter-state disparity lwmcreased.

We shall now take up the growth pattern of the consti-
tuents of total revenue expenditure. The total revenue
expenditure, is composed bqth developmental &and non-develop-

nental expendltures.
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Constituents of Total Revenue Expenditure.

Lifferent Eeqnémists have classified ?thic expend Lture
in different Ways.8 We havé followed the classification that
has been adopted by the State Governments and Reserve Bank
of Indie. The classification of expenditure into develop~
mentel and non-developmental has been done with a view to
study the extent to which the growing state expenditures had
been employed for productive purposes such as the creation

of physical assets and development of humen capital.

Ce1 CGrowth Pattern of Develcwnental Ixpenditure.

The Developmenval expenditure comprises expenditure on

Social and Community Services and Economic Services.

Tables I1.5 and LI.6 present the developmental expenditure

at cuwrrent and constent prices respectively.

At current prices the percapita developmental ependiture
was at the meximum levei in Karﬁataka at B.17.58 and the
minimum level was in Uttar Pradesh at B5.8.20 in the year
1957~58+ During the subsequent years Jammu & Kashmir had +the
highest percépita deveiopmental exvenditure and Bihar had the

lowest level.,

Mills classified public expenditure into necessary and optional,
Roscher into necessary, useful and superfluocus, Delton into
Grants and purchase price, Shiras into Primary and Secondary,
Pigou into transfer and non-iransfer.
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Table I1.7 ¢ Growth pattern of Develovment Expenditure
(In lakhs of Hse)

States Sociel and Community - Economic Services
Services .
105758 19771=718 1957=58 197118
1, Andhra ’ 1181 32881 1696 21180
Pradesh (51.6%) (60.82) (48.37) (39.18)
2. Assam - T5% 10154 1104 6591 '
f (40.54) (59.57) (59.46) (40.43)
3. Bihar 1668 - 19991 2300 10709
(42.03) (65.12) (57.97) (34 .88)
4. Gujarat 1520 21238 1559 12523
- (49.37) (62.91) | (50.63) (37.09)
5. Haryana 1618 | 7584 ' 1645 9367
* (49,59 ) (4%.46) (50.41) (56,54 )
6. Jemmu & Kacwmir 196 4319 255 5966
- (43.45) (41.99) (56455) (58.01)
7. Kernataka 1332 2159 - 2549 17307
(34432} (53.81) - (65468) (46.19)
8. Kerala 1573 21447 674 8725
| , - (67.07) (71.08) (3249%) (28.92)
9. Madhye 1725 23565 1466 17602
Pradesh  (54.05) (57.25) (45495) (42.75)
10, Maharashtra 3509 . %2G195 24173 32511
| (59.25) (54 .656) (40.75) © (45.34)
11+ Orissa 595 13435 861 10578
(40.86) (55.95 } (59.14) (44.05)
12. Punjab 1017 1965% 11690 11137
(46.71)0 (55407) (53.29) {44 .93)
13+ Rajasthan 950 18556 , 652 13479
' (59450) (57.92) (40.70) (42.08)
14, TamilNedu 1897 29975 173% 18829
(52.25) (61442) C(47.75) (38.58)
15, Gttar 2211 BT789 3524 34152
Pradesh (36.55) (52.54) {61.45) (47.46)
16 .West Bengal 245% 30718 1596 16567
(60.60) (64496) {59.40) (35.04)

Source: Appendix Tables 4.7 and £,8.
Hotee :+ 1. Figures for Gujarat and Haryana uander the Column
 for the yeasyr 1957~58 relates 1o the years 1960-61
‘and 1967-68 respectively.
2. Figures in brackets indicate percentage %o uatal
Development Expenditure.
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expenditure clearly marks that the states' expenditures are
liargaly utiiized fer the development of human capiltal. How-
ever it is 6pen 0 question whether this shift in favour of
Social end Community services has taken place after the
achievement of fuller development in economic services. We

probe this question in the subsequent chapters.

C.2 Inter-state disparity in vercapite dsvelopmental

expenditure.

and

Table 11.8 shows the extent ofﬂtrend in inter-state

disparity in percapita developmental expenditure.

Loble 11.3

Measures ot Iuter—-stete Yisparlity in percapita

Developument Expenditures

I. Batio between lowest and highest percapits expenditure
levels.
1957-58 182
1562-63 14
1967-68 134
1972-73 134

197718 124



Table I1.8 {(contd.)

I Years Mean Standard Coefficient of
(in Bse) Deviation variation(In%)

1957~58 11,5592 2.8515 24,6686
1958-59 12499 5.185 24 .51886
1959-60 14.67 3.7897 25 .8329
1960-61 1645153 441696 25 42469
1961-62 19,6733 646543 3%.824
1962-63 21,892 3.0927 . 3649664
196364 23,47 7. 2484 30.8836
1964 =65 25.982 723 27.8269
1965=-66 30,57 9.9812 32.4867
1966-67 34 +6093 14 8635 42.9465
1967-68 38 45662 14,2212 3648747
1968-69 4%.0412 14,5972 33.9144

" 1969=-70 47 «6606 14,7216 30,8884
1970-71 52.3806 19.7854 377723
1971-72 58 2462 20,765 3% « 6503
197273 6841531 25 4 254 37.0548
197%=T4 7547975 31.7914 41.9425
1974=75 80.8806 33,2986 41.17
1975~76 92.8487 3843944 4143515
1976=T77 103,52 4143875 39.9801
1977~78 11246537 3544403 %1.4595

III. Rank correlation coefficient between 1957~58 percapita
expenditure levels and the absolute vaqiation in per~-
capita expenditure levels.

195758 and 1962-63 . + 0.2236

1957~58 and 1967-68 + 0.3214
1957-58 and 1972-T3 + 043206

1957-58 amd 1977-78 + 0.2617

contees



IVRank correlation coefficient between 1957-58 percapite
expenditure levels and the percentege variations in per-
capite expenditure levels.

1957-58 and 1962~56% ~0.0852
1957-58 and 1967~68 ~0.3794
1957~58 and 1972-73 -0.2617
1957-58 and 1977-78 -0.1735

Source: Derived from ?able 1I.5.

The‘inter-state diéparity has widened over the twenty-
one years as the developed states enjoyed more percapita

expendliture levels than the poor states.

D, Non=-Developmental Expenditures.

Now we turn to the other component of total revenue

expend iture, that is, non-developmental expenditure. The
,non-developmental expenditures are de;rayéd,on Administrative
Services, (ollectiocun of taxes and duties, debt services, and

Pensions and Miscellaneous Gencrel Services.

Tables II.9 and II.10 exhibit non-developmental expendi-

ture at ecurrent and constant prices respectively.



W
()

sseaues .
(62°5€) (21°94) (¥E°¥¥) (6A*%¥) (V6 8%)
69°209  68°¢8%  Lvol LEWOT 9¢'SYh 20662 00°0¢ A6LEL ZL*9L 9869 ZO*OlL 9966 BILYSBIBYB
(68 82) (20°1£) (6€* ¥2) (vh28) (1L+92) yse pBd.
B8L°99% LL*LL®  66°YC LLR9L 26°02 6968 £0°9L $209 0¢*e  6L12 819 wmww @E@%m
. (e l2) {L¥*623 (LL*1%) (Gor9z) {gg18)
V218 S LLLL ¥9°9¥  LALLL bVt LlZ €209 60°02  LEGLT  LROL  L06L  L6°G Y66 BTRISY
(61°62) (¥Era2) (79+¢<) (217e2) (£6°92)
6%°C09  LL*LGE 866 0G0GL L5°0% LGES6 €9°6L 6625 06°0L LV9Z  8¥*9 oyl Be} suIey
. (an*62) (6L°0¢) (¥ae22) (Gc*¥%) {99°6%) )
Lyesls  1€°2¢CL L9*08 L2V 6L°w9 6862 6Lt TIOL  6G°CZ . 648 8L Y62 JTmyseNpume P
(20*¥2) (29°¢£) (22*L¥)
LG V6 9¥*2tL 66 8Y 068G  CL*8C 9¢6E S/ PE 6% suBAIRY
. (GG°0¢) (LE*08)Y (st 6g) (66 St) ¢:S-be)
9V ¥8L  L¥9€9  ¥9cev 9toal 92°2¢ 0688 L¥*lZ 60CE  Q0°4lL 0228 Yool ¢wg rexelfny
(G€°9¢) (L6°9¢) (CLe¥E) (98°9¢) (LG°¢¢)
BLe¥LS  GLTigl  ¢Lte2 GLILL e6°28 2L0EL  Yertl 1964 &P'9  8lof 86V 0002 T8yTq
(28°0%) (66°62).  (GL°8¢) (£€°7E) (LL*¥S)
LG e8¢ L¥tG99  geegetv BGLL oivte YRAET Zit¥E 69¥E ¥6° 1L 9241 £6°8  LE6 WessY
, - (60*0R) (Gleg2) 7, (69*¥¢) (¥6°2%) (9¢+9¢) usepeig
8G*€QG  6¥°62e 0€Y8C T i2oel .GL'2¢ CYl0L lg*9l G84S L9°hA  BOGE 98*G 1003 BIYPUY
¢l D Ll ol & 3 L 9 4 ¥ ¢ 2 1
20-L5h ). 9G-1Gh1L .
L3 A0 IS A0
- 95BAIOUT O8BSIOUT %) 5L K1 o _Ea T fer. 5 qg ol
% g % an el-Li61 cl=zl6l 9=L961 €9=2951 G~1G61 93839

(*s§ uT eansipuedxy wlTdBOIg ‘g JO ms&mﬁ ur oangTpuULddXy Telror)

§90TAJ 3UBIIND 948 Sa0fTPUSdXT TTBIUSUdOTRA~UCH JO UYIMOIDH

6°11I °1a.g



56

farmppuedya Anvasey I 4 2bugwed sad gyravpv fRRRVAG w1 mups.m\m ¢

23 INFTPUSAXS Ausudo ToadD-I0U BYTdBOIRS = 4T
anaTHIad¥s LULd o TR ASD-U0U TBYO0T = HL *2

*19~0961 04 BuoToq gG-AG6i 2U3 Jepun jeselny JoF san3Tg | ¢ S0

Gy BT OBL XToueddy 190J00g
, (0L°62) (16¢E2) (02° ¥%) (VvieLe) (lZ*2¥)

kZeaee 98109 L6TO¥ 62802 02Tl 96%2L CitLL €869 L8*lL  G9E¥ o6 L96Z. Tedusg 3s0))
B (L¥*18) (65° 6¢) (96° L) (09°07) (sc°2¥)

6 0Ly mm.,..wmw Gntte 2avee €62z €LLoc¢ 64°9L  P8%%l o2°0L 669L  20°9 liey usepeay I831Q
(Li*a2) (£9°62) (t2+¢E) (62°62) (€9°8¢)

Lo*gls  Lgroll 91t €886l GL*62 L9621 G602 BaAkL 94°0L 89%E WL GERT npsi True]
. (€2*62) (zg*24) (65°6E) (LG L ¥) (£5°8Y)

6e*LeY 0G LLL  6vrSY L9¥EL 9L*6Z 1682  05*02 9CEY vl heee gz*a el ueyl eeley
(06*12) (61°12) (Thesg) o {sL2Y) (90°0%)

CO°GL9 6LLYG 6819 92W6 60°LE GYLG GLrthZ LOLE ®BCLL BOYe  2P*8 94l qelfung
(19°92) (96° ¥£) (¥b+8g) (60°2¢) (86°1¢)

29°929  L0*966  LE*6L LLLG B8G*6Z €999 96 iz 2a&¥ 2Ll 8Ll Lt*g 268 BESTIQ

1 2L LT oL g g 7 5 G AN z L

(*Pauoo) 6°I1 o148y

-



51

ssangTpuedxy ®BYTdBoIOT
axnqTPURdXy TBIOJ

i

]

ad
g8 *2

190961 0% SuoTeq QG-LGHL 2ur JopmM geaefny IO SBMITI °| f_S990K
*g*y oT4B] XTpueddy 399anog
£6°¢e GL*GLL  0G°CL  €L89 90°¢L 0966 80°0L  8oiv  Letilb L30¥ LiL*0OL 06L¢ TeSuad jsof
L2 al Z2e*cvl  ¥eetlL oot 68°0l ¥6L6  9L*6 6W08 ZL°6 geel Lvt9 [2Gy usepeadasii
LL*88 91191} yzevL V999 ogL*PvL 6209 60°Cl oGt 98*6  86&¢ 1G°L LGV2 npei TLUeq
€e*69 y7*69L  20°GL  CvPY LetvL L6LS €2+2L 9882 LB*0lL olie Ls*s 691 ueyiseley
6s° G2l 09°96 2v°02 OLLE ¢8°LL  VvL¥e 9z LlL 18lE ElvLL  24e¢ 90°6 9961 qelung
R A YA 049¢2 g6°21L L22¢ 22°¥L  <02¢ 89*2L 0942 9L°it  LioT 18°6 646 BESTIO
gLeGilL 12°221L  Ve°¢z 9v¥eSL o08*i2 662LL G9°LL  9LL8 Gg*SGL 2ie9 LL°OL 9009 BI3UsBIBYBH
G66°¢l 06°6LL GG Ll 0LGS 90°0L gt 6 6LSC L6°L Lv92 V9°9 0661 UsepBIgBAYPBN
ZL6CL  08°ClZ  6¢°GL  §GLE eL*¢L 9682 28°LEL  9igz GLtob o8l 2v*9 Yoot BTBISY
8L*atl ¥L.+22¢ y0°GL  L96% 18°¥L  oGv¥y ¥ecil  LLLe 8¢tol lg*4ad L6t9 331" BB} BUILS
2zr 162 L8'6EE  €9°92  06¢L 8¢c0¢  Levi LGPk 966 L¥*2z  8i8  V0°8 9l  JSTuysedpnumep
6L°6 LL°9¢  Pt0°*9L 2¢8L €¢*8L 268L 69°¥L  9tel \ susfaey
96°64 LOSS¥L  90°9L 9967 1G°GL  vizv 29°3L  V90& 9¢°P¥L  L9oL Po*OL  £WOT rerelng
V288 LG*0LlL 82°6 0286 G8°0lL 6%29 L9°9 906 YL*9 1662 g6V Latie TBUYTL
gG*6y  60°LY¥L  9¢tPL 8642 66°LL  008L 6L°YL thoz €Ll g4¥L 09°6 Loot wBesy
2¢°00lL 62°@@L o2t 8¥l9 +#6°0lL olet 66°6 vlee 126 66L¢ 129 GGig usepsad BIYPUY
8G-LG661 84¢~LG61
IBA0. JISA0
®580J0UT 2883.OUT e & a3 jans qT g e € 3g e
% HI % HI 8L=-LL61 cl=-2lel 89-1961 €9-296 1 QG=1G61 sehelg
(*s1 Ut sangTPULIXE wpTdeodsg ‘*sg Jo syieT U aangTpusdXsg Te3er)
SOO0TJIJ L9=-0961 1UBLSUO) 1B SJINLTPUSIXT JUSUWACTSAS(T=-UON JO UYIMOLH

0L°1II °T9®BL



D.1 Levels of percapita Non~developmental expenditure.

During the firet period, that is, in 1957-58 the State

¢ Maharashtra topped the list with larger percapita non-deve-
‘lopmertal expenditure at B5.10.02.. Least its level was in Bihar
at B5.4.58. Subsequently the non-developmental expenditure was
at the highest level in Jammu & Kashumir except in 1967-68 when
hiaharashtra had its percapite level at k.30. A11 along the
period under our scrutiny Bihar speat the lowest percapita

amount on non—-developnental services.

Share of Non-Developmentel Expenditure in Tetal Revenue

. Bxpenditure

-The non=-developmental expenditure annexedlargest share
to the tune of 45.93% in Rajasthan and swallest share to the
extent of 26.9%% iun Karnatake in the year 1957=-58. But
we observe a down trend in its claim dwring the gubsequent
Npariods. In 197778 its share véried from 20409% in Andhra
Pradesh to 56.35% in Bihér; This falling tendency in the
pereentaée of total revenue expenditure devoted non~develop=
mental services shows the bealthy trend in the finances of ime
states. The fall in the share of non-developmentalexpenditure

was effected b& the decline in the share of its components.
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Growth of Non-developmental expenditure.

T’c;ough the share of non-developmental expenditure

aggumed & declining trend its absolute level has grown

' enornously during the twenty-one years under our study. At
current prices the percapita non-developmental expenditure
went up-in ail states over each six year peviod. Over the
twenty-one years in money terms its growth varied from 335%
in West Bensal to 978% in Jemmu & Kashmir. In resl terms it
had growa up by 3%3% end 231% respectively in those states.

. In real terms the percapite measure of nonj-develo;gmen'fsal
expenditure had grown at a slower pace when compared to the

percapita developmental expenditure,

One wmay réise a guestion as to why was‘ there such a
marked rise in the non-developmental expenditurs in the era
of planned development. This unay be explained in terms of
(i) increasing activities of the stale govermments in view
of welfare and developmental needs of the country; (ii) the
steady increase in the emoiuments of government employees
and (iii) the growing trend of interest charges. The interest
charges had grown phenomenally over the years and in this
respect btue growth of nom-devclopment expendituré‘frela‘he«i
0 the growth of developmental expenditure on the capital

account. This is one of the reasons why non-developmental
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expenditure has developed a growth of its own side by side

to the emphasis on developmental expenditure.

Tﬁe growth of non-developmenteal expenditure should be
checked since it tends to divert fisecal resources into
unproductive channéls. However, 0 economise, the restric-
tion of the cost of generdl administration is not the sole
measures A thorough scrutiny of all the expenditures is
warrenteds Lt will be appropriate to pointout that, "A nmere
nandate to cut travelling allowance or contingent expenses
has, no doubt, & sobering effect on extravégant officials
but is not the only or proper method of approaching the
whole questions. What is needed is the vigorous and assiduous
scrutiny of all existing items of government exﬁenditure
inclvding plan schemes so that the pockets of disguised
extravagance are identified. As was pointed out by a commi=

$tee of the House of Commons there is a real danger of a
;cheme living on its legend and going on because it was
approved fowr or five years ago, withoul anyone saying 'why

are we doing~this?“9

D.2 Inter=-State Variations in the percapita expenditure on '

Non-Developmental Services.

9. XK. Venkataraman. States' Finances in India. (George Allen &
Unwin, Lordon), 1968, p.153.
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Measures of Inter-State disbarity in Percapita

Table IT.11

non=-developmental expenditures

Ratio between the lowest and highest percepita

expenditure levels.

1957-58 132

1962=63 113.66

1567-63 1:2.65

1972=73  132.80

197778 1:2.87
Years ¥ean(in ®B.) Standard Coefficient of

Deviation variation(Tih)

1957-58 7.1457 ' 1.6353 22.355
1958=59 77164 146881 21.8767
1953-60 846635 249344 24 « 6366
1960-61 G4732 2.5454 2641549
1961=62 10.5673 2.7537 26,0586
1962-63 12.4313 442471 34 41645
1963-64 1441513 542353 36.9951
1964 ~65 15.0693 6409 42.5301
156566 169713, 4 .82%6 26.4221
1966-67 19.4918 744955 38.4546
1967-68 20.9212 4.9563 2% 6903
1968~69 23,5906 6.3615 29,0357
1969~70 2848112 16.304 565391
1970-71 27,6768 741867 25,9665
197172 32.1706 11.1508 34 6614
197273 31.4681 1047082 34,0287
197374 | 35,6562 1047217 30,0696
1974~75 34,8762 11.0056 3145561
1975-76 41.2518 15 .5869 37,7823
1976~77 45,0618 16.4648 36453862

46.9118 1345940 28: 9777

1977~18

coriteos
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Table IX.11 (contd.)

IIT. Rank Correlation Coefficient betweenl957~58 per capita
expenditure levels and the absodlute variation in percapita
expenditure levels.

1957-58 and 1962-63 + 0.1602
195758 and 1967-63 + 0.3161
1957-58 and 1972-73 + 02411
1957-58 and 1977~78 + 0.4558

‘IV Ragk Correlation Coefficient between 1957-58 percapita
expenditure level and the percentage variation in per=-
capita.expenditure levels.

1957-58 and 1962-63% ~0.31%2
1957-58 and 1967~68 ~-0.2720
1957-58 ana 1972-73 =0.5176
195758 and 1977-78 =0,347

Sowvee 1 Table .9

It ic evident that there is a diverging trend in the
percapita measure of non-developmental expenditnre Sf the

states.

E. Disparity in Economic Pevelopument of the States.

So far we have Seen the growth pattern of total revenue
expenditure and its componentss. We have also seen that there
dsatendency towards divergence in the percapita expenditure
of the statess Is it due to the differences in the levels of

econonic development of the states? As & meagure to signify



the levels of economic development we have taken the per—
capita state income. The following table shows that the

inter-state disparity in percapite state income has increased.*

It may not be wrong to conclude that the trend in the
inter=state disparity in percapita total revenue expenditure

is &8 kin to that of state percopita income.

Table 11.12 N

Inter-State Disparity in Percapita State Income

Years Mean Standard Coefficient of
{(in B.) deviation variation(In %)
1960=61 309.5% 63.71 20.58
1961-62 32144 64 .58 20,09
1962-67% 3%642 61.54 1843
196%~64 368493 75.15 20,36
1964-65 422,53 79436 18.78
1965~66 42241 85,93 20.35
1966-67 498 .81 119.26 2349
1967-68 569437 132.28 2% .23
1968-69 560.81 144,03 25 «68
1969~70 608,00 163.75 26.9%
1970=71 662,12 174 94 26442
1971=-72 685 +37 189469 27467
197 2=7% 731.87 187430 ©25.59
1973~T74 905 .68 246473 27 « 24
1974=75 1016456 258479 25445
1975~76 1030.68 298.08" 28.92

Sovrces Appendix Table A.51

* We have confined couvr analysis for the period from 1960-61
to 1975~76 becawse only for this period sitate income estimates
are available.
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- P Expenditure Relative and Revenue Effort Relative.

AThe expenditures of the State may vary from state to
state oﬁathe bagis of the availability of financlial resources
with them. Hence itns imperative to know how much the states
spent from their own efforts and to what extent they reizy
on transfers from éentral government. Ve copldtbe able to
know this by computing expenditure relatives. In the
words of James A. Haxwell and Richard J. Aronson, "In order
to secure figures of percapita expernditure by states from
their own sourégs federal grénts are deductéd. The figures of
percapita state~local expenditure can be made mnore ﬁ?dily
comparable by assigning the value of 100 to the natiorsl
average and computing relatiée numbers thaf express how
much each state spends in relation to natiecnsal average."10
Table II.13 exhibits the percapita total eXé&nditure excluding

transfers from Centrsl government and expenditure relative.

It cen be seen from table II.15 that the all state
average percapite expenditure less of Centrsel Grants was
B5¢1%3416 in the year 1957-58. In that year eXpenditure relative
of Karnateke was 137 and this implies that it spent from

its own resources 37% more than the all state average. Jammu

& Kashmir with an expenditure relative of 57 spent 4% per-

10

James A. Iaxwell and Richard J. Arounson: TFinasncing State
and Local Goverrmments. (The Brookings Institution — Washing-
tOn D,Cn) 1977, P-34--
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cent less than 1l state average.

Cne coﬁld observe that the states Andhra Fredesh, Bihar,
Yadhya Pradesh, Orissa, Rajasthan and Uttar Fradesh had
expenditure relatives less than 100 all slong the period from
1957*58‘to 1977-78. The state Assam had higher expenditure
relative only in 1957-58, This purports that the weaker
states sre relying on transfers from central transfers to

meet thelr expenditure needs.

Why the weaker states are relying on central transfers
to enhance their expenditure levéls? What is extent of their
efforts té raise their own revenue? It has been suggested
by James A. Maxwé}l end Richard J. Aronson fﬁét, "eomparisons
of state expenditures galn in cogency if they are related to

a meagure of revenue effort in which the revenues collecied

by state and local governments from their own sources am

related to & relevant uniform base, Here state personal
income seems t0 be suitable." Further they have added that,
"By assigning the figure 100 to this ratiorml average rela=~
tives can be computed for each state that express its efforts

compered to the national average.“11

We have computed revenue effort relatives for the years

1962-63 and 1975-76 by using all state average percapita

Ibid, D«38.
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state ingome of respective years as uniform bease 0 relate -
the statésf own revenues. Table 11.14 presents the revenue
effort relatives of the states for the years 1962-63 and
1975-76+. The weaker states Assam, Bihar,Madhya Pradesh,
,Orissa, Rajasthen and Uttar Fradesh stand lower in their
revenue efforts. The expenditure relatives and revenue
effort relatives of these states sre well below the all
state average. This means that poor‘stétes find it difficult
0 raise their ievel of percapita expenditure from their

own revenue. Thus revenue constrailnt; cause veriations in the

spend ing levels of states.

G. Expendlture preference 6f the States.

The variations in the percapita expenditure levels
of the states are not only caused by the revenue constraints

but also by the expenditure preference of the states.

1f, for example, Bihar, a pépr state - spent approxi=-
mately the same percentage of its fotal expenditure on Medical
and Public Health, in 1977-78, as Punjab,a rich state'~ this
would indicate that the function was appraised similarly in
the two states even though thelr actual expénditures (expressed

in per capita) were quite different.

i

This is exemined by first caléulating‘the expenditure in
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each state for each major function as a percentage of total
state é&pen&iture. Then, "The extent of state variation in
proportioﬁate expenditure on different government functions
can be measured first éy calculating the standard deviation by
states for esch major funetion and secondly by calculating the
coefficient of variation - a percentage that expresses
mathemat ically the degrec to.which the states vary in their
proportiona te spending on a particular funetlon. The lower
this percentage, the more similar the proportiomate amounts
spent by the states, the higher the percentage the greater

12

the variance. Table I1.15 presents the degree of varia-

tion in the functions beitween states.

We could observe from Table 1I.15 that similar importance
is given vy &ll the states‘ﬁor the functions Administrative
services, Maintenance of Law and Order, Education, Medical
and Public Health and Agriculture end Allied Services. Varia-
tions in Other functions are wider. in all the five periods.
Apparently the expenditure preferences cf state governments

for these funetions are quite diverse from state to state.

Why the expenditire preference of the states vary from
each other? The expenditure preferences of the states are

characterised by the policies, socio-~economic conditions,

Ibid, De38.
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historical and other regional factors of the states. The

to talf revenue expenditure is merely the numerical aggregate

of the expenditureson various functions performed by the

states. Hence 1o know the veriations in the percapita total
revenue expenditure.of the states a detailed analysis of the
state government experditures at disaggregate level is essential.
We heve examined the expenditures on various functions in the

ensuing chapters.

CONCLUSIONS

1+ The totel revenue expenditures per head of population was
highest in Karnataka in 1957-58. Since 1961-62 Jammu & Xashmir
topped the list end Punjab stand hext to ite In 2ll the twenty

ovne year Bihar had the lowest percapite expenditure.

2¢ Lven after the removael of the impact of !'permenent
influences’ sucb?i:opulation and price changes the revenue
expenditure had grown in all the states. In real terms

the increase in the Ppercapita revenue expenditure varied
from 63.14% in Assam to 349.71% in Jammu & Keshmir over the

twenty—-one years,

3¢ The inter-state disparity in percapita to%al revenue
expend ibure had increased during the period under our review.

. This tendency is g kin %o thet of percapita state income.
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4? The proportion 6f total revenue expeniiture devoted to
developuental services assumed an increasing tendency in all
the states and that of nmm=-developmental services decreased.
The share of developmental expenditure increzsed from one=
~half of the total revenue expenditure in 1957-58 to a
little more than two-thirds of it in 1977-78. The pattern of
distribution shows that the developmental expenditure had
largely been used for the improvement of human capitsl in

all but three states.

5e The expernditure relative and revenue effort relative
of the weaker states namely Assam, Bihar, Hadhya fradesh,
Orissa, Rajasthan and Uttar Pradesh are well below the all
state average and this implies that poor states find it
difficult to raise the levels of percapita expenditure from
their oﬁn'revenue. As such revenue constrainls cause varia-

tions in the percapita spending levels of the states.



