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Chapter ll :

SHE TREED MS GROW OH PATlERIf OF REVE1UE EXEBIDIIPRE

In this chapter we briefly mention the objectives of 

the expenditure policy of the state governments and we follow 

it up by tracing the growth of total revenue expenditure at 

current and constant prices. We also analyse the growth pattern 

of the components of total revenue expenditure namely develop

mental expenditure and non-developmental expenditure. Moreover 

we have attempted to know the expenditure preference of the 

states and how far they finance their expenditures from their 

own resources.

A. Expenditure Policy

Ihe governmental expenditures are incurred inaccordance 

with a set pattern of objectives - a pattern which reflects 

the social and economic needs of community. (These needs which 

are reflected in the objectives of a budget grant are translated 

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

According to Richard A. Musgrave the broad objectives of 

public expenditures are (i) allocation, (ii) distribution and 

(iii) stabilisation.1 She first objective, allocation, refers

1 Richard A. Musgrave. I he (Theory of Rub lie Finance (McGraw-Hill 
Kogakusha Ltd., (Tokyo), 1959, PP.5-27•
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to the service function of a state in providing for the 

satisfaction of those individual wants which the market 

mechanism cannot provide or satisfy adequately. She distribution 

objective relates to the function of the state in ensuring an 

equitable distribution of income between classes or groups of 

people. She stabilisation objective relates the function qf 

maintaining a high level of utilisation of the available 

resources and value of currency.

Prior to Independence the government mostly paid attention
' 2on defence and maintenance of law and order. She change in the 

direction of public expenditure has been clearly narrated by 

A. Premchand. In his words, "The gradual change of attitudes in 

the foreign rule from a stage when they were primarily 

concerned with the maintenance of law and order to the setting 

up of famine relief funds, construction of irrigation 

projects (though obviously for the purpose of increasing 

revenues thereby) and eventually to a stage where increasing 

expenditure on social services like education, medical 

amenities etc. were spent conclusively indicates the pattern 

of growth of Indian publio expenditures. Finally the 

replacement of a foreign rule by a democratic government 

wedded to a policy of economic reconstruction has lead to a
3significant change in the direction of public expenditure”.

2 K.M. Reddy: The G-rowth of .Public Expenditure in India.
(sterling Publishers, Hew Delhi), pp.34-37*

3 A. Premchand. Control of Public Expenditure in India.(Allied 
Publis hers, Bombay) 1966, p.239•
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She provisions of financial adjustments embodied in 

the Constitution of India and the implementation of the 

live Tear 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 "She Directive Principles of State 
Policy."^- They are *

(1) fhe 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 shall inform all institutions of national life.

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

(a) that the citizens, men and women equally, have the 

right to an adequa-fce means of livelihood;

(b) that the ownership and control of the material 

resources of the communily are so distributed as best to 

subserve the common good;
(c) that the operation of economic system does not 

result in the concentration of wealth and means of production 

to common detriment.

4 Government of India* Constitution of India. (Ministry of 
Law) 1963, pp.25-2?.
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l’hese general principles were given a more precise

direction in December, 1954, when Parliament adopted the

'socialistic pattern of society' as the objective of social

5and economic polity. With a vie?; to achieve the'socialistic 

pattern of society' the Five Year Plans are implemented, l’he 

five year plans are the product of the Combined needs and 

resources of the Centre and the States. Hence Prof. D.T. 

Dakadawala has pointed out that, "She 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 proper courses 

of action in their own sphere.” Hence in formulating the 

state plans the national objectives and the needs of the 

states are takeninto account. In the draft outline of the 

Third five Year Han it has been mentioned that, "In deter

mining the plan of each State consideration was given to its 

needs, problems, past progress and lags in development, 

likely contribution in resources which the state could make
7towards its development programme." As such the expenditure

5 Government of India. Draft Third five Year Plan, p.4.
6 D.T.Lakdawala* Union-State financial Relationship.(Laivani 

Publishing House, Bombay ), "1967, p,3.

7 Government of India. Draft Third five Year Plan, p.60.
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policy of the state governments are represented by the obje- 

ct'ive& of Five Year Flan?, like, raising national income, 

attainment of self-sufficiency, expansion of employment 

opportunity, reduction of inequalities of income and wealth 

and a more even distribution of economic power, provision 

of social services like Education, Medical and Eublic Health 

and Social Security and Welfare. Thus the expenditure policy 

of the states is determined jointly by the policy of the 

Central as well as State Governments largely coordinated 

through Planning Commission and national Development Council.

B.1 Growth Irena of Revenue Expenditure.

In India, for accounting purposes the public expendi

ture is generally divided into two broad groups namely (i) 

expenditure on revenue account and iii) expenditure on 

Capital account. When the expenditure is met from the 

proceeds of taxation and other receipts classified as revenue 

it is called as expenditure on revenue account, When the 

expenditure is met usually from borrowed funds for the 

creation of financial and physical assets it is called as 

expenditure on Capital account.

We trace the growth of total revenue expenditure period- 
wise - (1) 1957-58? (2) 1962-63? (5) 1967-68? (4) 1972-73? and



36

(5) 1977-78. Table 1.1 shows the trend of revenue expenditure 

for sele-cted years at current prices and Table II.2 exhibits 

it at 1960-61 constant price.

levels of percapita total Revenue Expenditure.

In 1957-58, at current prices, the total revenue expendi

ture per head of population was highest in Assam at is.25.72 

followed by is.24.6 in Karnataka and is.22.24 in West Bengal. > 

The state Bihar had the lowest percapita expenditure at 

fc.13.68.Bpto 1960-61 Karnataka occupied the first place and 

Punjab followed it. In 1961-62 Karnataka was replaced by 

Jammu & Kashmir. Since then Jammu & Kashmir held the first 

rank and Punjab stood at the second rank in all the years. 

Bihar possessed the lowest per capita level, throughout the 

period under our review.

During the twenty-one years drastic changes occured in 

the relative positions of the three states namely Assam, Jammu 

& Kashmir and ¥est Bengal. Among the other states Andhra 

Pradesh, Kerala, Punjab and Eajasthan improved their posi

tions while other states almost remained stable. Therefore
, i

the relative positions of the states by the size of their 

percapita expenditure \vitnessed change as seen in Table II.3
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gable II.3

Matrix of Rank Correlations Among the Rankings of Percapita 

Total Revenue Expenditure in Selected Years*

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

1957-5$ 1 0.5588* 0.6176* 0.5764-* 0.5470*

1962-63 1 0.847** 0.8529** 0.8411**

1967-68 1 0.8147** 0.8294**

1972-73 1 0.947**

1977-78 1

Significant at 1$ level
* Significant at 5$ level

Source: Derived from Table I±.1-.

Growth of Percapita Revenue Expenditure

In its time pattern growth the total revenue expenditure 

per head of population expanded over each six year period in 

all the states at current prices. But the rate of expansion 

was different from state to state. When deflated for price c^w^s 

and expressed in 1960-61 constant prices the percapita total 
revenue expenditure fell by 1.1Cvfo in Andhra Pradesh, 1.43!$ in 

Jammu & Kashmir, 6.78fo in Karnataka, 5* 14$ in Orissa, 1*34$ in 

Uttar Pradesh and 1.70'“ in West Bengal by 1967-68 over 1962-63, 

by 2.97i° in Assam in 1972-73 over 1967-68 by 8.29?“ in Bihar 

and 9*09$ in Jammu & Kashmir in 1977-78 over 1972-73*



hi

Ihe growth trend of the revenue expenditure of the 

states could be observed in a more spectacular form if we 

examine its; growth over a span of 21 years, ihe percapita 

revenue expenditure sprang up both at current, and constant 

prices in allthe states. She greatest spurt occured in Jammu 

& Kashmir and lowest growth was witnessed in Assam. In mayacy
$

terms it went up by 1365*541° and 447,94$ in Jammu & Kashmir 

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 1957-58 to 1977-78. Sven after the removal 

of the impact of permanent influences, such as population 

and price changes the revenue expenditure had grown in all 

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

B. 2 Inter-State Variations in Percapita Revenue Expenditure.

Let us now observe the inter-state variations in the 

percapita revenue expenditure*

gable II*4

Measures of Inter-State Variations in the Per- 
oapita revenue expenditure*

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

1957-58 1*1.88
1962-^3 1 *4
1967-68 1:3*37
1972-73 1s3*54
1977-78 . \ 1s3*59
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Table II.4 (contd.)

Year Mem 
(in te.)

Standard
deviation

Coefficient of 
variation(ln^)

1957-58 18.71 3.7077 19.8166
1958-59 20.7107 3.9238 18.9457
1959-6.0 23.3364 4.9379 21.1596
1960-61 25.586 5.3567 20.936
1961-62 30.4006 8.3556 27.4849
1962-63 34.6286 11.4175 32.9713
1963-64 37.892 11.7128 30.911
1964-65 41.3266 12.8899 31.1903
1965-66 47.8566 13.7831 28.8008
1966-67 54 42 21.0896 38.7533
1967-68 59.8006 17.3431 29.0015
1968-69 66.9825 20,5806 30.7253
1969-70 76.8525 28*8267 37.5091
1970-71 80,4812 25.981 32.282
1971-72 90.8675

ctnO•r* 34 .1881
1972-73 100.3862 35.2982 35.1624
1973-74 111.7225 41.5113 37.1557
1974-75 118.01 42.9935 36.432
1975-76 135.3162 53.1695 39.2927
1976-77 149.9431 56.3943 37.610/}.
1977-78 161.1231 • 47*3991 29.4179

Ill Hank Correlation coefficient between 1957-58 per capita 
expenditure levels and the absolute variation in per- 
capita expenditure levels.

1957-58 and 1962-65 , +0.1295
1957-58 and 1967-68 +0.5583
1957-58 and 1972-73 +0.4853
1957-53 and 1977-78 +O.42O5

cont...



Table II.4 (eontd.)

IV* Rusk correlation coefficient between 1957-58 percapita 
expenditure level?and the percentage variation in per
capita revenue, expenditure levels.

1957-58 and 1962-63 -0.1117
1957-58 and 1967-68 ' -0.2029

1957-58 and 1972-73 -0.0529
1957-58 and 1977-78 -0.098

Source: Derived from Table II.1.

The facts given above clearly show that the inter-state 

disparity in percapita revenue expenditure has increased 

during the period under our review. As the weaker states 

Assam, Bihar, Madhya Pradesh, Orissa and TJttar Pradesh 

continued to have lower percapita levels while the developed 

states Gujarat, Haryana, Maharashtra and Punjab enjoyed 

higher percapita levels, further among the weaker states 

Jammu & Kashmir and Rajasthan improved their spending levels 

while West Bengal, a developed state went down* Therefore 

the inter-state disparity increased.

We shall now take up the grovrth pattern of the consti

tuents of total revenue expenditure. The total revenue 

expenditure, is composed both developmental and non-develop- 

raental expenditures.
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Constituents of l'otal Revenue -Expenditure*

different Economists have classified Public expenditure
pin different ways. We have followed the classification that 

has been adopted ty the State Governments and -Reserve Bank 

of India, I he classification of expenditure into develop

mental 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 human capital.

C*1 Growth Pattern of Developmental Expenditure.

1’he Developmental expenditure comprises expenditure on 

Social and Community Services and Economic Services.

UiablsII.5 and 11.6 present the developmental expenditure 

at current and constant prices respectively*

At current prices the percapita developmental scpenditure 

was at the maximum level in Karnataka at Is.17*5S and the 

minimum level was in Uttar Pradesh at Rs.8.20 in the year 

1957-58. During the subsequent years Jammu & Kashmir had the 

highest percapita developmental expenditure and Bihar had the 

lowest level.

8 Mills classified public expenditure into necessary and optional, 
Roscher into necessary, useful and superfluous, Dalton into 
Grants and purchase price, Shir as into Primary and Secondary, 
Pigou into transfer and non-transfer.
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gable II.7 : G-rowth pattern of Development Expenditure
_________ _____ '('in lakhs' "of Es*) ' _____

States Social and 
Servl

Community
.ces

Economic Services

1957-58 1977-78 1957-58 1977-78
1. Andhra

Pradesh
1181 
(51.63)

32881
(60.82)

1696
(48.37)

21180
(39.18)

2. Assam (40^54) 10154 
(59.57)

1104
(59.46) ‘

6891
(40.43)

3. Bihar 1668 • 
(42.03)

13991
(65.12)

2300
(57.97)

10709
(34.88)

4. Cujara-t 1520
(49*57)

21238 
(62.71)

1559
(50,63)

12523
(37.09)

5. Haryana 1618
(49.59)

' 7584 
(43*46)

1645
(50.41)

9367
(56.54)

6. Jammu & 196
(43.45)

4319 
(41.99)

255(56^55) 5966
(58.01)

7• Kernataka 1332 
(34.32)

20159 
(53.81 )

2549
- (65.68)

17307
(46.19)

8. Kerala 1373 
(67,. 07)

21447 
(71.08)

674
(32.93)

8725
(28.92)

9* Madhya
Pradesh

1725
(54.05)

2356S
(57.25)

1466
(45.95)

17602
(42.75)

10, Maharashtra 3509
(59.25)

39195 (54.66) 2413
(40.75) '

32511
(45.34)

11. Orissa 535
(40.86)

13435
(55*95)

861
(59.14)

10578
(44*05)

12. Punjab 1017
(46.71)0

13653
(55*07)

1160
(53.29)

11137
(44.93)

13* Rajasthan 95 0
(59*50)

18556
(57*92)

652
(40.70)

13479
(42.08)

14* lamilNadu 1897 
(52.25)

29975 
(61.42)

1733
' (47*75)

18829.
(38.58)

15» Uttar
Pradesh

2211
(36.55)

37789
(52.54)

3524 
(61.45)

34132
(47.46)

16.West Bengal 24 55 
(60.60)

30718
(64*96)

1596
(39.40)

16567
(35.04)

Source; Appendix ffa.bles A„7 and •^•♦8.
Motes ; 1 ♦ Figures for Gujarat and Haryana under the Column

for the year 1957-58 relates to the years 1960-61 
and 1967-68 respectively.

2. Figures in brackets indicate percentage to total 
Development Expenditure.
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expenditure clearly marks that the states' expenditures are 

largely utilized for the development of human capital. How

ever it is open to question whether this shift in favour of 

Social and Community services has taken place after the 

achievement of fuller development in economic services. We 

probe this question in the subsequent chapters.

0. 2 Inter-state disparity in peroapita developmental

expenditure.
ctyiA

Table II.8 shows the extent of trend in inter-state 

disparity in peroapita developmental expenditure.

Table II.3

Measures 04-Inter-state disparity in peroapita 

Development Expenditures

1. Ratio between lowest and highest peroapita expenditure

1957-58 182

1962-65 1 *4
1967-68 1 *4

1972-73 154

1977-78 1 84

levels
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gable II.8 (contd.)

Years Mean 
(in Bs.)

Standard
Deviation

Coefficient of 
var iation (lr$)

1957-58 11.5592 2.8515 24 * 668 6
1958-59 12.99 3.185 24 . 5188 6
1959-60 14.67 3*7897 25.8329
1960-61 16.5153 4.1696 25.2469
1961 -62 19.6733 , 6.6543 33.824
1 %i-65 21.892 3.0927 ■ 36.9664
1963-64 23.47 7.2484 30.8836
1964 -65 25-982 7.23 . 27.8269
1965-66 30.57 9.9512 32.4867
1966-67 34.6093 14 *8635 42.9465
1967-68 38 . 5 662 14.2212 36.8747
1968-69 43.0412 14.5972 33^9144
1969-70 47.6606 14.7216 30.8884
1970-71 52.3806 19.7854 37.7723
1971-72 58.24 62 20.765 35.6503

1972-73 68.1531 25.254 37.0548
1973-74 75.7975 31.7914 41.9425
1974-75 80.8806 33.2986 41.17
1975-76 92.8487 38.3944 41.3515
>976-77 103.52 ' ’ 41.3875 39.9801
1977-78 112.6537 35.4403 31.4595

III. -ftan.fr correlation coefficient between 1957-58 percapita 
expenditure levels and the absolute variation In per
capita expenditure levels.

1957-58 and 1962-63 
1957-58 and 1967-68 
1957-58 and 1972-73 
1957-58 and 1977-78

+ 0.2236 
+ 0.3214 
+ 0.3206 
+ 0.2617

cont...
/
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IVRank correlation coefficient between 1957-58 percapita 
expenditure levels and the percentage variations in par- 
capita expenditure levels*

1957-58 and 1962-65 -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 (Cable xl.5«
JU

(The inter-state disparity has widened over the twenty- 

one years as the developed states enjoyed more percapita 

expenditure levels than the poor states.

D. Ion-Developmental Expenditure.

Now we turn to the other component of total revenue 

expenditure, that is, non-developmental expenditure, ihe 

non-development cal expenditures are defrayed, on Administrative 

Services, Collection of taxes and duties, debt services, and 

Pensions and Miscellaneous General Services.

Sables II.9 and 11.10 exhibit non-developmental expendi

ture at current and constant prices respectively.
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D .1 LeTeis of per capita Bon-devel opmental expenditure*

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

Maharashtra topped the list with larger pereapita non-deve

lopmental expenditure at Es* 10.02.- Least its level was in Bihar 

at Es.4.58. Suhseq.ue.itly the non-developmental expenditure was 

at the highest level in Jammu & Kashmir except in 1967-68 when 

Maharashtra had its pereapita level, at Is.30. All along the 

period under our scrutiny Bihar, spent the lowest pereapita 

amount on non-dev el opmental services.

Share of Won-Developmental Expenditure in lotal Revenue 

Expenditure

Ihe non-developmental expenditure annexeAlargest share 

to the tune of 48.93$ in Rajasthan and smallest share to the 

extent of 26.93$ in Karnataka In the year 1957-58. But 

we observe a down trend in its claim during the subsequent 
periods. In 1977-78 its share varied from 20.09$ in Andhra 

Pradesh to 36.35$ in Bihar.. £his falling tendency in the 

percentage of total revenue expenditure devoted non-develop

mental services shows the healthy trend in- the finances of r*u- 

states. She fall in the share of non-dev elo pment alexp enditure 

was effected by the decline in the share of its components.
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Growth of Son-developmental expenditure*

Though the share of non-developmental expenditure 

assumed a declining trend its absolute level has grown 

enormously during the twenty-one years under our study-. At 

current prices the.pereapita non-developmental expenditure 

went up. in all states over each six year period. Over the 

twenty-one years in money terms its growth varied from 335$ 

in West Bengal to 978$ in Jammu & Kashmir. In real terms it 

had grown up by 33$ and 231$ respectively in those statbs.

In real terms the pereapita measure of non-developmental 

expenditure had grown at a slower pace when compared to the 

pereapita developmental expenditure.

One may raise a question as to- why was there such a 

marked rise in the non-developmental expenditure in the era 

of planned development. This may be explained in terms of 

(i) increasing activities of the state governments in view 

of welfare and developmental needs of the oountiys (ii) the 

steady increase in the emoluments of government employees 

and (iii) the growing trend of interest charges. The interest 

charges had grown phenomenally over the years and in this 
respect the growth of non-development expend iture^rela ted 

to 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*

fhe growth of non-developmental expenditure should be 

checked since it tends to divert fiscal resources into 

unproductive channels* However, to economise, the restric

tion of the cost of general administration is not the sole 

measure* A thorough scrutiny of all the expenditures is 

warranted* it will be appropriate to pointout that, "A mere 

mandate to cut travelling allowance or contingent expenses 

has, no doubt, a sobering effect on extravagant officials 

but is not the only or proper method of approaching the 

whole question. What is needed is the vigorous and assiduous 

scrutiny of all existing items of government expenditure 

including plan schemes so that the pockets of disguised 

extravagance are identified. As was pointed out by a commi

ttee of the House of Commons there is a real danger of a 

scheme living on its legend and going on because it was

approved four or five years ago, without anyone saying ’why
9are we doing, this?”

D.2 Inter-State Variations in the per capita expenditure on 

Ion-Developmental Services.

9* K. Yenkataraman* States’ Finances in India. (George Allen & 
Unwin, London), 1968, p.158.



si
Table 11.11

Measures of Inter-State disparity in Per capita 
non-developmentai expenditur e«

I* Satio between the lowest and highest percapita 
expenditure levels.

1957-58 1 :2
1962-63 1•3.66
1967-66 1:2.65
1972-73 1:2.80
1977-78 1:2.87 -

Years Mean(in' Es.) Standard
Deviation

Coefficient of 
variation(Ir$)

1957-56 7.1457 1 .6353 22.885
1958-59 7.7164 1 .6881 21 .8767
1959-60 8.6635 2.1344 24»6366
1960-61 9.732 2.5454 26.1549
1961-62 10.5673 2.7537 26.0586
1962-63 12.4313 4.2471 34.1645
1963-64 14.1513 5.2353 36.9951
1964 -65 15.0693 6.409 42.5301
1965-66 16.9713. 4.8236 28.4221
1966-67 19.4918 7.4955 38.4546
1967-68 20.9212 4.9563 23.6903
1968-69 23*5906 6.8615 29.0357
1969-70 28.8112 16.304 56*5891
1970-71 27.6768 7.1867 25.9665
1971-72 32.1706 11.1508 34.6614
1972-73 31.4681 10.7082 34.0287
1973-.74 35.6562 10.7217 30.0696
1974-75 34.8762 11.0056 31 .5561
1975-76 41.2518 15.5869 37.7823
1976-77 45.0618 16.4648 36.5382
1977-78 46.9118 13*5940 28i9777

cont...
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gable 11.11 (oontd.)

Ill* Rank Correlation Coefficient betweenl957-58 per capita
expenditure levels and the absolute variation in percapita 
expenditure levels.

1957-58 and 1977-78 ' + 0.4558 -

XT Rank Correlation Coefficient between 1957-58 percapita 
expenditure level and the percentage variation in per
capita. expenditure levels.

Scw-Yte ; Table. JJL.^

It is evident that there is a diverging trend in the 

percapita measure of non-deveLopmental expenditure of the ' 

states.

E. Disparity in Economic development of the States.

So far we have seen the growth pattern of total revenue 

expenditure and its components. We have also seen that there 

fsatendency towards divergence in the percapita expenditure 

of the states. Is it due to the differences in the levels of 

economic development of the states? As a measure to signify

1957-58 and 1962-63 
1957-58 and 1967-68 
1957-58 and 1972-73

+ 0.1602 
+ 0.3161 

+ 0.2411

1957-58 and 1962-63 -0.3132 
1957-58 and 1967-68 ' -0.2720 
1957-58 and 1972-73 -0.5176 
1957-58 and 1977-78 -0.347



the levels of. economic development we have taken the per- 

capita state income. flhe following table shows that the 

inter-state disparity in percapita 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 a3d.n to that of state percapita income.

Table 11.12

Inter-State Disparity in Percapita State Income

Years Mean 
(in Es.) .

Standard
deviation

Coefficient of 
variation (In 5»)

1960-61 309.53 63.71 20.58
1961-62 321.4 64.58 20.09
1962-63 336.2 61.54 18.3
1963-64 368.93 75.15 20.36
1964-65 422.53 79.36 18.78
1965-66 422.1 85.93 20.35
1966-67 498.81 119.26 23.9
1967-68 569.37 , 132.28 23.23
1968-69 560.81 144.03 25.68
1969-70 608.00 163.75 26.93
1970-71 662.12 174.94 26.42
1971-72 685.37 189.69 27.67
1972-73 731.87 187.30 25.59
1973-74 905.68 246.73 27.24
1974-75 1016.56 258*79 25.45
1975-76 1030.68 298.081 28.92

Source* Appendix Table A .51

We have confined oour analysis for the period from 1960-61 
to 1975-76 because only for this period state income estimates 
are available.
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F, Expenditure Relative and Revenue Effort Relative.

The expenditures of the State may vary from state to

state on \ the basis of the availability of financial resources

with them. Hence it sis imperative to know how much the states

spent from their own efforts and to what extent th<=y relTy

on transfers from Central government. We could be able to

know this by computing expenditure relatives. In the

words of James A. Maxwell and Richard J. Aronson, "In order

to secure figures of percapita expenditure by states from

their own sources federal grants are deducted. The figures of
£

percapita state-local expenditure can be made more radily 

comparable by assigning the value of 100 to the natioml 

average and computing relative numbers that express how
10much each state spends in relation to national average."

Table 11.13 exhibits the percapita total expenditure excluding 

transfers from Central government and expenditure relative.

It can be seen from table 11.13 that the all state 

average percapita, expenditure- less of Central Grants was 

fis.13«16 in the year 1957-58. In that year expenditure relative 

of Karnataka 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 43 per-

10 James A. Maxwell and Richard J. Aronsons Financing State 
and Bocal Governments. (The Brookings Institution - Washing
ton D,C.J 1977, p.34•
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cent less than 11 state average.

0lie could observe that the states Andhra Pradesh, Bihar, 

Madhya Pradesh, Orissa, Rajasthan and Uttar Pradesh had 

expenditure relatives less than 100 all along the period from 

1957-58 to 1977-78. She state Assam had higher expenditure 

relative only in 1957-58. Phis purports that the weaker 

states are relying on transfers from central transfers to 

meet their expenditure needs.

Why the- weaker states are relying on central transfers 

to enhance their expenditure levels? What is extent of their 

efforts to raise their own revenue? It has been suggested 

by James A. Maxwell and Richard J. Aronson that, "comparisons 

of state expenditures gain in cogency if they are related to 

a measure of revenue effort in which the revenues collected 

by state and local governments from their own sources am 

related to a relevant uniform base. Mere state personal 

income seems to be suitable." further they have added that, 

"By assigning the figure 100 to this ratio ml average rela

tives can be computed for each state that express its efforts
11compared to the national average."

We have computed revenue effort relatives for the years 

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

11 Ibid, p.38.
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state income of respective years as uniform beaee to relate 

the states' own revenues. Sable 11.14 presents the revenue 

effort relatives of the states for the years 1962-63 and 

1975-76. Ihe weaker states Assam* Bihar,Madhya Pradesh,

Orissa, Eajasthaa and Uttar Iradesh stand lower in their 

revenue efforts. The expenditure relatives and revenue 

effort relatives of these states are well below the all 

state average. Shis means that poor states find it difficult 

to raise their level of pereapita expenditure from their 

own revenue. Thus revenue constraint* cause variations in the 

spending levels of states.

G. Expenditure preference of the States.

The variations in the pereapita expenditure levels 

of the states are not only caused by the revenue constraints 

but also by the expenditure preference of the states.

If, for example, Bihar, a poor state - spent approxi

mately the same percentage of its total 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 their actual expenditures (expressed 

in per capita) were quite different.
/

This is examined by first calculating the expenditure in
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each state for each major function as a percentage of total 

state expenditure. Ihen, "Ihe extent of state variation in 

proportionate expenditure on different government functions 

can he measured first ty calculating the standard deviation by 

states for each major function and secondly by calculating the 

coefficient of variation - a percentage that expresses 

mathematically the degree to which the states vary in their 

proportionate spending on a particular function* ^'he lower 

this percentage, the more similar,the proportionate amounts

spent by the states, the higher the percentage the greater
1 2the variance. Sable II.15 presents the degree of varia

tion in the functions between .states.

We could observe from Sable 11.15 that similar importance 

is given by all the states for the functions Administrative 

services, Maintenance of law and Order, Education, Medical 

and Public Health and Agriculture, and Allied Services. Varia

tions in Other functions are wider, in all the five periods. 

Apparently the expenditure preferences of state governments 

for these functions are quite diverse from state to state.

Why the expenditure preference of the states vary from 

each other? 2he expenditure preferences of the states are 

characterised by the policies, socio-economic conditions,

12 Ibid, p.38.
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historical and other regional factors of the states, ^he 

total' revenue expenditure is merely the numerical aggregate 

of the expenditures on various functions performed by the 

states. Hence to know the variations in the percapita total 

revenue expenditure..-of the states a detailed analysis of the 

state government expenditures at disaggregate level is essential. 

We have examined the expenditures on various functions in the 

ensuing chapters.

OQffQLUSIQgS J

1• The total revenue expenditures per head of population was 

highest in Karnataka in 1957-53. Since 1961-62 Jammu & Kashmir 

topped the list and Punjab stand next to it. In all the twenty- 

one year Bihar had the lowest percapita expenditure.

2. Even after the removal of the impact of ’permanent 

influences’ suchwpopulation and price changes the revenue 

expenditure had grown in all the states. In real terms 

the increase in the percapita revenue expenditure varied 

from 63.14$ in Assam to 549.71$ in Jammu & Kashmir over the 

twenty-one years.

3« ^he inter-state disparity in percapita total revenue 

expenditure had increased during the period, under our review.

Ihis tendency is sQcin to that of percapita state income.
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4» She proportion of total revenue expenditure devoted to 

developmental services assumed an increasing tendency in all 

the states and that of non-developmental services decreased. 

She share of developmental expenditure increased from one- 

-half of the total revenue expenditure in 1957-58 to a 

little more than two-thirds of it in 1977-78. She pattern of 

distribution shows that the developmental expenditure had 

largely been used for the improvement of human capital in 

all but three states.

5. She expenditure relative end revenue effort relative 

of the weaker states namely Assam, Bihar, Madhya B^adesh, 

Orissa, Rajasthan and Uttar Brade^h 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 own’revenue. As such revenue constraint* cause varia

tions in -the percapita spending levels of the states.


