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Chapter III :

GROWTH OR EXPENDITURE OH AMI HIST RAT ITE SERVICES

The provision of legal, tax and administrative functions 

is a prerequisite for a smoothly functioning government. The 

benefits from these activities are diffuse and intangible.
i

These activities clearly fall into the realm of public goods. 

The expenditure on Administrative Services comprises expendi­

ture on General Administration, Police, Administration of
S

' Justice and Jails and Convict Settlement.

In this chapter we study the growth of the expenses on 

Administrative Services and examine its relation to total 

revenue expenditure. Secondly the growth pattern of the 

constituent expenditure items is analysed. Thirdly, we take- 

up the growth of, "Cost of Collection of Taxes" and consider 

it inrelation to “Gross Tax Revenue”.

A. Growth of Administrative Expenditure

As done in the previous chapter we trace the growth of 

Administrative expenditure period-wise (l) 1957-58, (2) 

1962-63, (3) 1967-68 (4) 1972-73 and (5) 1977-78.

1 John F. Due and Ann F, Friedlanders Government Finance.
EconoBdcs of Public Sector.. (Richard D. Irwin Inc.}, 1977, 
pp.167-168,
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Relative positional the states.

\ As seen from Table IX1-1 the relative positions of the 

states^the size of their per capita expenditures on admini­

strative services remained substantially unaltered over the 

21 years.

Table III.1

Matrix of Rank Correlations Among the Rankings of Percapita 

Expenditure on Administrative Services in Selected Years

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

1957-58 1 .925** .825** .9073** ,9073**

1962-63 1 .9029** .8235**

1967-68 1 .8558** .9058**

1972-73 1 .897**

1977-78
,

1

** Significant at 1 fo level,
Source* Derived from Table III-2.

A closer look at the percapita expenditure levels of the 

states will exhibit the position of the individual states.

Levels of Percapita expenditure s

Tables 1X1,2 and III.3 present the expenditure on this

service at current and constant prices respectively
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At current prices the administrative expenditure per head of 

population was at the highest level in Jammu & Kashmir at 

is.6.21 in ,1957-58 followed by Es«5.49 in Assam. It was least 

in Bihar' at Es. 2.-55* The per capita expenditure level was at 

the bottom level in Bihar upto 1967-68 and Uttar Pradesh came 

to the last position in the latter years. Bihar stood a bear e 

next only to Uttar Pradesh.

In all the five years Jmmu & Kashmir stood at the first 

place and Assam stayed at the second place in 1957-58,

1962-63 and 1967-68* Punjab ascended to the second place in 

1972-73 and 1977-78. Mostly the weaker states Bihar, Madhya 

Pradesh and Uttar Pradesh had lower levels of per capita 

expenditure while other weaker states like Assam and Rajasthan 

had relatively higher per capita levels.fhe developed states 

had higher percapita levels in Administrative expenditure in 

all the years.

Growth trend of Administrative Expenditure.

In money terms the administrative expenditure per head' 

of population grew in all states over each six year*, period 

with one exception. It tell by 7*16$ in Assam by 1972-73 over 

1967-68.But at 1960-61 constant price it witnessed declining 

trend in some states as shown in Sable III.3*
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Over the twenty-one years from 1957-58 to 1977-78 the 

percapita expenditure increased in the range of 260.37$ in 

Madhya Pradesh to 418.20$ in Jammu & Kashmir in Current prices. 

But, when defLated for price, changes and expressed in 1960-61 

prices the per capita administrative expenditure grew at a 

slower space. It went up "by 10.76$ in Madhya Pradesh and 

!.-59.07$ in Jammu & Kashmir at 1960-61 prices during the same 

period.

She total expenditure on Administrative Services went 

up within the range of 321.90$ in Punjab and 689*66$ in 

Kerala dfc current prices. At constant price it increased by 

29*53$ in Punjab and by 142*45$ in Kerala over the twenty a-we 

years period.

A comparison of the rate of growth of the expenditure on 

Administrative Services, Economic Services and Social and 

Community Services discloses that Administrative expenditure 

had grown slower than the other services in all states except 

Bihar where it exceeded the rate of growth of Economic 

Services.

Proportion of Administrative Expenditure 

to Total Revenue Expenditure.

She relative proportion of total revenue expenditure'



devoted to administrative services came down continuously 

in all states during the twenty years period. In 1957-58 the 

administrative services absorbed from 32.75$ in Jammu & Kashmir 

to 13*50$ in Karnataka. By 1977-78 the highest percentage of 

total revenue expenditure spent on this service was 17*30$ 

in Bihar and lowest was 9*08$ in Karnataka. The fall in the 

relative share of administrative expenditure may be due to 

the larger increases in other categories especially’ social and 

community services and Economic Services.

Causes for the increase in administrative expenditure.

Though the relative share of the Administrative Services 

decreased its absolute level swelled up in all states during 

the period under our review* The increase in administrative 

expenditure may be due to the following reasons:

1. Increasing activities of the state governments in view 

of welfare and developmental needs of the states. The old 

and well established departments of governments have widened 

considerably and new departments have also sprung up to cope 

with the responsibilities and demands of a welfare state and 

Developing Economy. So on account of the expansion in various 

departments and establishments due to vastly enhanced social 

and community services, Economic Services and other welfare 

functions undertaken by the State Governments the administra­

tive expenditure had increased.
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2. Upward Revision of Pay-scales and Dearness Allowance.

The marked up trends in the cost of, living have

rendered upward revision of the salary necessary. Whenever

the. Union Government revised pay and dearness allowance for

its employees, a revision of the same on the part of the State
Governments is inevitable, I'he Sixth finance Commission observed 1

that, "The scales of pay of Central Government employees were
olj-

revised in pursuance of the recommendations ^Second Pay Commi­

ssion in 1959 and since then there have been as many as 

eighteen revisions in the form of dearness allowance of interim 

relief. Understandably, these revisions have triggered demands 

for similar increases from employees of State Governments.

These successive increases in the rates of dearness allowance 

have caused enormous strain on the resources of State Govern­

ments and may be said to be at the root of the ways and means 

difficulties of many of them. With the appointment of Third 

Pay Commission by the Central Government in April 1970, States 

become aware that its report and Government of India’s decision 

there on would further upset their budgetary calculations. One 

of the main themes urged by State Governments in their memo­

randa and during their discussions with us has therefore been 
that the repercussions of the Central Pay Commission’s

reeommmdations om. State Governments should necessarily be
2' allowed for by us fully in our award."

3 Government of India, Report of The Finance Commission, 1973. 
PP.34-35»
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3• Increasing law and order problems in the country. As

early as 1969, the Fifth finance Commission observed that, 

"owing to the pressing needs of law and order situation non- 

developmental expenditure increased at a rate faster than that 

of non-plan developmental expenditure"

She above said reasons though caused the upsurge in the 

administrative expenditure they do not say anything about 

variations in the levels of percapita administrative expendi­

ture between states. How we proceed to examine the variations 

in the percapita levels and the factors responsible for it.

Disparity in the Percapita Expenditure Levels

gable III.4

Measures of Inter-State Variations in Percapita 
Expenditure on Administrative Services

Eatio Between Lowest and Highest Percapita Expenditure Levels

1957-58
i

1J 2

1962-63 1 *4

1967-68 1 *4

1972-73 1 S3

1977-78 1*3

3 Government of India, Eeport of the Finance Commission 1969,P<;15.



I able III ,4 (oontd.)

Years Mean 
(In fe.)

Standard
deviation

Coefficient of' 
variation in(x)

1957-58 4.1542 1.0809 26.0194
1958-59 4 *3264 1.1774 27.2143
1959-60 4.4378 1.215 27.3784
1960-61 4.8873 1 .4395 29.4538
1961-62 5*498 1.6245 29.5471
1962-63 6.0533 2.0623 34.069
1963-64 6.04 2.2503 37.2566
1964-65 6.5666 2.4637 37.5186
1965-66 8.164 4.1321 50.6136
1966-67 9.1318 5.3343 58.4145
1967-68 9.4506 3.5056 37.0939
1968-69 10.8881 6.565 60.2951
1969-70 10.86 5.5535 51.1372
1970-71 10.1018 3.3659 33.3198
1971-72 12.7537 4.8281 37.8564
1972-73 11.7587 3.4032 28.9419
1973-74 13.4962 4.1049 30.4152
1974-75 15.2456 5.5971 36.7128

1975-76 16.4156 5.3129 32.3649
1976-77 17.7143 5.7858 32,6617

1977-78 18.3918 4.9715 27.031

III Rank Correlation Coefficient between 1957-58 per capita
expenditure levels and absolute variation in percapita 
expenditure levels.

1957-58 and 1962-63 +0.55*
1957-58 and 1967-68 +0.75**
1957-58 and 1972-73 '+0.625**
1957-58 and 1977-78 +0.597*

** Significant at 1 fa level.
* Significant at 5$ level.



35

gable XII.4 (contd.)

1Y Hank Correlation Coefficient between 1957-53 per capita 
expenditure level';, and percentage variation in the per- 
capita expenditure levels*

1957-58 and 1962-63 

1957-58 and 1967-68 

1957-58 and 1972-75 

1957r58 and 1977-7.8

Sources.Derived from fable III.2.

¥e could observe from -the above table that the pereapita 

expenditure in the high spending states increased faster than 

the low spending states and so the inter-state variation in 

the pereapita expenditure levels remains wider.

fhe states namely Andhra Pradesh, Bihar, Karnataka, 

Kerala, Madhya Pradesh, Orissa .and XTttar Pradesh stood below 

the all state average in all the selected five years. Ba;jas~ 

than stayed below the all state average level since 1962-65.

. What caused the variations in the pereapita levels? A 

study of the Administrative expenditure at disaggregate level 

may be helpful _• in this regard.

B. Distribution of Administrative Expenditure*

An analysis of the distribution of the administrative

We have restricted our analysis for the period from 1957-58 to 
1975-76 as the expenditure data on the components of G-eneial 
Administration and Maintenance' of Daw and Order are not 
available after 1975-76.

+0.3058

+0.3867

-0.0705

-0.3367
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expenditure may not only tell us the factors that caused the 

■variations in the percapita expenditure levels hut also the 

items which contributed most to the growth of the expenditure 

on administrative services.

, Che administrative services are broadly classified as 

functions meant for performing two types of dutiess (i)general 

administration and (ii) maintenance of law and order in the 

states.

Che expenses on general administration were defrayed on 

Head of the State and Ministers, State legislature and Election, 

Secretariat and Attached Offices, District Administration,
Public Works and ’others'.^ Maintenance of law and order 

comprises the expenditures on Police, Administration of 

Justice ard Jails and Convict Settlement.

Cable III.5 presents the distribution of Administrative 

expenditures on General Administration and Maintenance of 

law and Order.

B.1 Relative Shares of General Administration 

and Maintgiance of law and Order

Che proportion of the total expenditure on Admini-^ 

strative Services absorbed by the general administration was

4 Che heterogenous item ’others* includes Creasuiy & Accounts, 
Stationery and Printing, Eire Protection, Supplies & Disposals 
arid other Administrative Services,
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greater than that on Maintenance of Law and Order only in two 

states, namely Jammu & Kashmir and Orissa in 1957-53* But "by 

1975-76 maintenance of law and order overtook general admini­

stration in all the states apart from Andhra Pradesh and famil- 

ladu where administrative expend it tire was spread evenly on 

tooth the services. 1'hus we observe a substantial shift in the 

spending from General Administration to maintenance of law and 

order. Ibis shift in the total administrative expenditure in 

favour'Of Police, Administration. of Justice and Jails reveals 

,the severity of law and order problems in the states.

B.2 Levels and Growth l1 rend of Bercapita Expenditure on

General Administration & Maintenance of Law and Order.

Ihe per capita expenditure on general administration 

was at the top in ISammu & Kashmir at 8s.4.20 in 1957-58 and 

at Es.13*65 in 1975-76. She lowest per capita level was Es.1.11 in 

Bihar in 1957-58 and Gs.2.79 in Uttar Pradeshi in 1975-76*

She expenditure per capita on Police, Administration of 

Justice and Jails was at maximum level at Bs.3*75 in Assam in 

1957-58 and at' Es. 14*24 in Jammu & Kashmir in 1975-76. She 

minimum percapita level was seen in Bihar at 8s.1 .44 and Es.6,35 

in 1957-58 and .1975-76 respectively* Here one could observe 

that the percapita expenditure on law and order was higher in 

the border states like Assam, Jammu & Kashmir, Punjab, Rajas­

than and West Bengal.
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When we compare the levels of pereapita expenditures on 

both the functions we get interesting information. She growth 

in the levels of pereapita expenditure was not uniform in some 

states. 1’he expenditure per head of population on maintenance 

of law and order dominated that on general administration in 

Assam, Bihar, Gujarat, Madhya Pradesh, Maharashtra, Rajasthan 

and West Bengal in all years from 1957-58 to 1975-76. In the 

remaining states the pereapita expenditure on these two 

services dominated each other occasionally. But by 1975-76 

the expenditure per head of population on maintenance of law 

and order was higher than that on general administration in’ all 

states.

Of these two services the pereapita expenditure on general 

administration grew slightly faster than that on maintenance of 

law and order in Andhra Pradesh, Haryana, Maharashtra, Punjab 

and Tamil Hadu. l’he rate of increase in the expenditure on 

maintenance of law and order was very high in the other states. 

Hence we may conclude that the absolute increase in the total 

administrative service was largely influenced by the growth 

of the spending on maintenance of law and order in most of the 

states.

B.3 Inter-State Variations in the, Pereapita Expenditure Levels.

We have seen that the expenditure on both the services
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increased at varying degrees.Let us see the variations in the 

percapita levels among the states.

Tbs disparity in the percapita expenditure levels on 

these two services are shown in Table III.6.

Table III.6

Measures of Inter-State Variations in Percapita 
Expenditure on General Administration

I. Ratio between highest and lowest per capita expenditure 
levels.

1957-58 1 s3.78
1975-76 1*4.89

II
Year lean 

{In Es.)
Standard

deviation
Coefficient i 
variation(In

1957-58 1.87 0.74 39.57
1962-63 2.92 1.03 35.27 '
1967-68 4,47 1,55 34.68
1972-73 4.87 1.71 35.11
1975-76 6.62 2,92 44.11

Measures of Inter-State Variation in Percapita
Expenditure, on Police, Administration of Justice
and Jails.

Ratio between the highest and lowest percapita 
expenditure levels.

1957-58 , 1 *2,6
1975-76 1*2.24
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(Cable III.6 (contd.)

II
Year Mean 

(In 6s.)
Standard
deviation

Coefficient of 
variation(in $)

1957-58 2.28 0.71 31.14
1962-63 3.12 1.12 35.89
1967-68 4.96 2.16 43.54
1972-73 6.87 2.31 33.62
1975-76 9.59 2.40 25.03

Source s Derived from Appendix (Cable A.11 and A,12.

fable III.6 ,clearly purports that the inter-state varia­

tion in the per capita expenditure levels is wider in general 

administration. Moreover we could observe a tendency towards, 

divergence in the percapita expenditure on general administra­

tion whereas the disparity tends to narrow down on the other 

service. Shis trend is the outcome of the larger allocation 

of funds to maintenance of law and order necessitated by 

increased law and order problems in all the states.

low we take up these two services individually to know 

their diversified growth.’

B.4 Growth of Expenditure on General Administration.

, On general administration the poorer states like 

Assam, Bihar, Madhya Pradesh, Rajasthan and Uttar Pradesh •



9 k

had relatively '.lower levels of percapita expenditure. fhese 

states had lowdr percapita levels in other developmental 

services, that is, on Social aod Community Services and 

Economic Services, i'he developed states had higher per capita 

levels on the developmental services and so their percapita 

levels on general administration are higher. But we could find

a few paradoxical situations also. For instance Karnataka and
/

West Bengal had relatively higher percapita levels on other 

services butxlower percapita levels on this service whereas 

Orissa, a poorer state with lower level of percapita expenditure 

on developmental services had higher percapita level on 

general administration. However, we may not be wrong in.stating 

that the variations in the percapita expenditures on this 

service were partly due to the variations in the expenditure 

on other developmental services, i'he expenditure on this 

category had gone up faster in developed states than in weaker 

states. Eurther causes for the variations in the. percapita 

general administration may be known from looking at its 

components.

(Ae
Sable III.7 presents components of the expenditure on 

General Administration.

The ex pend it’ire heads like District Administration, Public 

Works ana ’Others’ are the maj-or items which account for more • 

than 75$ of the increase'in general administration.
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She items Head of the States, Cabinet and Ministers* 

include;- the emoluments and allowances of Governors and 

Ministers. She share, of this category in General Administration 

expenditure declined-in all states except Haryana and Punjab.

Expenditure on Legislative Assemblies and Legislative 

Councils are included under state Legislature. The proportion 

of the total expenditure on gene ml administration devoted to 

State Legislatures and elections increased only in Assam,

Bihar, Gujarat, Hazy ana and Maharashtra and in other states 

it decreased. In Gujarat the increase was due to elections 

for Legislative Assembly held in 1975. The expenditure on this 

category is relatively higher in Bihar.

Secretariat and attached offices consists the expenditure 

on Secretariat, Board of Revenue, Public Service Commission 

and Other establishments. The share of this expenditure cate­

gory increased in Bihar and Haryana only. Even though the per­

centage of the general administration expenditure absorbed by 

this item had fallen the absolute amount had swollen up in all 

the states. It had grown enormously.- Por instance it recorded 

an increase of 421.21$ in Bihar and 525*64$ in Kerala between 

1957-58 and 1975-76. Its growth was faster than the expenditure 

on District Administration in Assam, Bihar, Kerala, Orissa, 

Rajasthan and Uttar Pradesh. The absolute amount spent on
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this categoiy was almost equal to that on District Admini­

stration in Assam, Haryana and Kerala. It may not he in­

appropriate to reffer that, "The costs of general administra­

tion have swollen out of proportions. She propensity to empire 

, building, undue proliferation of establishments, unnecessary 

creation of hundreds of top level posts and so on have 

resulted in considerable increase in unproductive overhead 

expenditure. A good part of this increase has taken place at 

the secretariat level and not so much at the grass-roots of

administration. Both the Centre and States are sinners in this 
5respect."

The expenditures incurred on District Establishment, 

Commissioners, other Establishments are recorded under District 

Administration* The percentage of general administration 

expenditure on this function went up only in Haryana and Jammu 

& Kashmir in 1975-76. The'highest percentage was allotted by 

Maharashtra and the percapita expenditure was also highest in 

this state at Es.1.03 in 1957-58 and at Es.4.18 in 1975-76.

It iia.B lowest at 0.34 paise in Kerala in 1957-58 and at 0.75 

paise in Uttar ^radesh and West Bengal, The states Andhra- 

Pradesh, Maharashtra and Tamil Hadu spent more on district 

administration* This is one of the reasons for the higher per­

capita level on general administration in those states. The

5 M.J.K. Thavaraj. financial Administration of India.
(Sultanchand & Sons,‘ Hew Delhi), 1978",” p.181.
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developed states Gujarat and West Bengal and the geographi­

cally bigger estates Madhya Pradesh, Rajasthan and Uttar Bradesh 

spent relatively less for district administration.

Expenditures on Eon-Residential Government buildings are 

made under Bublie Works. It includes expenditures on Direc­

tion and Administration, Hanning and Research, Construction, 

Maintenance and Repairs, Furnishings, Lease Charges, B.W. 

Workshops, Machinery and Equipment, Suspense and others. Ihe 

percentage of general administration expenditure spent on this 

function decreased in Assam, Bihar, I'amil Hadu, Uttar Bradesh 

and West Bengal and ?i/ent up in all other states. Bihar, Haryana, 

Kerala, Orissa and Bunjab had given more importance to this 

service. Ihis was the highest expenditure item in those 

states except in Bihar.

fhe item 'others* increased faster than other services in 

all states except Haiyana and Jammu & Kashmir. Of the services 

included in 'others’, Eire Protection took Iis.135 lakhs in 

Andhra Bradesh, Gs.45 lakhs in Jammu & Kashmir, Es.43 lakhs in 

Karnataka, Es.53 lakhs in Kerala, Rs,57 lakhs in Orissa, Es.182 

lakhs in 1‘amil Sadu, 1b.58 lakhs in Uttar Bradesh and Es.166 

lakhs in West Bengal in 1975-76. Ihe expenditures on other 

services were too small. Other administrative services was 

the major expenditure itm in 'others* and it annexed higher 

share in Uttar Bradesh and West Bengal.
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From the above analysis we could locate the items which 

caused variations in the expenditure on general administra­

tion and faster growth of it*

1. Variations in the expenditure on Head of the State and 

Ministers, State Legislature and Election may be due to the 

political situations that prevailed in the states.

2. She percapita expenditure on general administration in 

Bihar, Assam, Kerala, Madhya Pradesh, Ea;} as than and Uttar 

Pradesh was low because these states give less importance for 

district administration* In some states secretariat service 

got more.She developed states spent more on District admini­

stration. But the developed states Gujarat and West Bengal 

spent relatively less on district administration and so their 

per capita expenditure on general .services was lower. But the 

quality of general administration is better in Gujarat and 

West Bengal.

5. Orissa a weaker states had relatively higher per capita 

expenditure on general administration even though its per­

capita levels on developmental services were low. Ihis may 

be due to Orissa’s higher spending on Secretariat Services, 

Public Works and "Others” which are non-developmental in

nature
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4* She differences in the services offered toy the states 

is also a reason* for instance Andhra Pradesh, lamil ladu and 

1'est Bengal spent substantial amounts on fire protection. She 

other states spent less on this service.

B.5 Expenditure on Police, Administration of Justice,

Jails and Convict Settlements.

As per the Constitution of India maintenance of law 

and order is the responsibility of the State Governments. Its 

share in total administrative expenditure varied from 32.38$ 

in Jammu & Kashmir to 68.37$ in Assam in 1957-58 and from 
50.13$ in lamil Ifedu to 75*09$ in Assam toy 1975-76.

However it is encouraging to observe that the claim of 
the expenditure on maintenance of law and order in the total 

expenditure charged to revenue decreased in all the states. 

The range of its claim varied from 7.54$ in Karnataka to 

14.59$ in Assam in 1957-58 and from 4.86$ in Haryana to 

10,72$ in Assam by 1975-76. In tooth the years Assam allotted 

highest percentage on this function.

How it has become clear that the fall in the relative 

proportion of total revenue expenditure devoted to administra­

tive services was caused tooth toy the general administration 

and maintenance of law and order.

1
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It is essential to analyse the expenditure on maintenance 

of law and order to have an idea of the relative growth of the 

components of this function.

B.5.1 Growth of Expenditure on Police.

While considering the grants for Police under the scheme 

of Upgradation of Standards of Administration the Sixth 

finance Commission, 1973* observed that, "An efficient police 

administration is an essential pre-requisite for effective 

maintenance of law and order and the creation of necessary 

conditions in which economic development can take place without
sr

serious set-backs." fable III.8 presents the expenditure on 

police.

She expenditure on police per head of population was 

at the highest level in Assam from 1957-58 to 1960-61. In 

1961-62 the state c.. Jammu & Kashmir replaced Assam and since 

then it held the first position. Assam stood in the second 

place and Punjab held mostly the third rank. I'he percapita 

expenditure increased faster in these states since 1962-63*

As these three states are border states.the impetus might have 

been 1962-63 Chinese aggression., further the sudden jump in 

the Police expenditure from 1972-73 in these states may be 

the impact of Bangladesh liberation War. Apart from these

6 Government of India, Report of the finance Commission 1975*- 
p.50. ^



Sable III-8

Growth of Expenditure on Police for Selected years at Current Prices 
(lotal Expenditure la lakhs of 8s., Percapita Expenditure in Rupees)

StateB 1957-58 1962-63 196', -68 1972-73 1977-78 Eotal Percapita
£E EE EE PE TE PE TS EE HE IE exp . p er-exp.jiag e

centage increase' 
increase byl977-78 
by1977-78
over over 
1991-3" 1957-58

1. Andhra 
Pradesh

514
(9.33)

1.50 633
(5.84)

1.71 991
^5.22!)

2.45 1800
(5.10)

4.03 ■ 3549 
(4.76).

: ..29 590.47 386.00

2. Assam 366
(12.87)

3.31 465
(10.46)

3.65 1115 
(11.30)

7.75 1249
,(9.87)

8.04 2454
(9.78)

13.77 570.49 316*010

3. Bihar «5
(7.299

0.99 630
(7-54)

1.32 1090
(6.35/

2.07 206? . 
^6*16)

, 3.58 4009
(8.26)

6.39 821.61 545.4V:

4- Gujerot- 394’
(7.69)

1.93 535
(7.54)

2.50 1047
C/*1^)

4.31 1646 
(5.62) -

5.97 . 3271 '
(6.64)

0.57 730.20 447.67

5. Haryana ' 315
(5.67)

3. ‘3 533
. (4 -55)

5.16 1134
(4.91)

j.92 260.00 189.21

6. Jammu & 
Kashmir

64
(8.59)

1.52 202
(8.05)

5.54 414
1,9.£0)

10.12 574 
(5.91)

12.13 T3
(5.33)

14.80 1107.81 813-58

7. Karnataka 295
(5.55)

1.33 414
(4-41)

1.70 6J1
(4.39)

2.36 1153
(3-53)

3*83 2262
(4.24)

6.85 666.78 415.04

8. Kerala 177 % 
(5*94)

1.13 316
(4.76)

1 .80 ,535
»4.32)

2.73 99' '
(4. 5)

4.51 1836
(4956)

1.77 971.19 587.61

9. Madhya 
Pradesh

545
(10.81 )

1.82 746
(8.71)

2.22 1300
(7*35)

3-4 2 209/
(7.24)

4.83 3532
(6.12)

7.42 ' 557.25 307.69:

10. Maharashtra 1273
(11.06)

2.28 1211
(b.27)

2.96 2242
(7.20)

4.87 3651
(5. .1)

7.04 6036 10.51 
(5-36)

374.16 341.60

11. Orissa 170 
(7.24>

1.03 271
(4.11)

1.49 639 
(.5 ..64)

3.16 813
(4*24)

3.63 1648
(4.83)

-5.62 869.41 542.72

12. Punjab 431
(11.86)

2.49 664
(8.11)

3.41 645 
(6.. 74)

5.10 1045
15.32)

7.53 1913
(5-58)

12.56 343.85 404.42

13. Rajasthan 373
(11.90)

2.00 522
(9.19)

2.50 900
(6.60)

3.81 1432
(5.92)

5.39 ,2580
(5.60)

8.71 591.69 335.50

14* 2am.il Kadu 533
(9.01)

1 .64 689 
(5.66)

1 .95 1138
(4.88)

3.01 2112 ' 
I4.98)

5.0C 3200
(4.53^

6.94 500.38 323.17

15. OttarPradesh 923
(9.28)

1.32 1289 
(6.83)

1 .70 -•915
(3.61)

2.32 3461
(6.0-0

3.83 6813 
(6.41)

6.99 638. j-4 429.55

16. West Bengal 777
(1.07)

2.46 1023
(9.01)

2.63 1728
(8.4-6)

A .24 3074 - 
17.42),

6.74 5496 
(7.f4)

10.79 607.34 338.62

Sources Appendix Sable A.13.
: figures in brackets indicate percentage of the expenditure on Police tc Sotal 

Revenue Expenditure.
IE = 'iotal Expenditure; EE = Eer capita Expenditure.

* belongs to 1960-61.

CD
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states the pereapita spending on this service was relatively 

higher in Gujarat, Maharashtra, Rajasthan and West Bengal.

Of these states Maharashtra, Gujarat and West Bengal are highly 

urbanized and industrialised states. Rajasthan and West Bengal 

are border states. Hence in these states the pereapita spending 

on police was relatively higher. In examining the increase in 

expenditure on Police in Rajasthan, L.S. Porwali observed that, 

"Sixty per cent of the expenditure,on administrative services . 

was incurred on Police alone in 1969-70. Shis was primarily to 

protect the 644 miles lomg border with Pakistan. It is essen­

tial to maintain larger police force to protect the border in 

view of the hostile attitude of Pakistan. I'he problem of 

deco its had also assumed serious proportions in the ’50s,. low

the Government has been successful to a great extent in
7 *liquidating the various gan^of deco its."

She'expenditure per head of population on police was 

lowest in Bihar in most of the years. Since 1964-65 Uttar 

Pradesh stood second from the last.

She proportion of total revenue expenditure absorbed by 

Police continuously declined in all the years from 1957-58 to 

1977-78 in all the states except Bihar. In that state an 

uptrend emerged since 1972-75 and this service took around

7 L.S. Porwal: State finances in India; A Case Study of Rajasthan. 
(Sultanchand &.Sons, Hew Delhi), i$7l, p.157« '
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7 to 8 per cent. She claim of police expenditure in total 

revenue'expenditure varied from 5'.94# in Kerala to 12.87?° in 

Assam in 1957-58 and from 4*24$ in Karnataka to 9*78# in 

Assam in 1977-78. •

Though the relative proportion of the expenditure on 

Police, declined the absolute level increased in all the 

states. As such incurrent prices the percapita expenditure 

shot up by 813*58# in Jammu & Kashmir and by 30?.691° in Madhya 

Pradesh over twenty-one years. At constant 1960-61 prices it 

went up by 117*84# in Jamnp & Kashmir and 25# in Madhya 

Pradesh during the same period.

We shall now see the expenditure on Police at the dis­

aggregate level to know the item which is mostly responsible 

for the growth of it. Sable III.9 shows Police expenditure at 

disaggregate level.

Distribution of the Expenditure on Police.

The expenditure on Police Comprises Direction and Admini­

stration, Education and Training, Research, Criminal Investi­

gation and Vigilance, Special Police, Border Security Force, 

Industrial Security Force, State Head Quarters Police, District 
Police, Tillage Foliee, Railway Police, H^oour Police, Y/elfare 

of Police Personnel, Modernisation of F0iice Force and other 

expenditure.
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Of these components District Police absorbed major 

portion of the expenditure on Police* Its claim varied from 

54 »80$ in Kerala to 89.15$ in Karnataka in 1957-58 and from 

46.69$ in West Bengal to 89*79$ in Gujarat. She next category 

was special police in most of the States.

District Police and Special Police accounted for nearly 

80$ of the Police Expenditure in all states except Andhra 

Pradesh, Karnataka, Maharashtra, Tamil Nadu and West Bengal.

In these states District Police and ’Others' obtained more 

share, further in these states the increase in 'others' was 

due to the expenditureAstate head quarters Police. In West 

Bengal besides the State Quarters Police the expenditure on 

Welfare of Police Personnel induced the growth on "Others”.

The expenditure on Police had grown because of 

(i) Increase in pay and allowances, and 

(ii) Modernisation of police force and increase in the 

strength of police force due to an crease *ir? law and order 

problems, for example in Madhya Pradesh, '"Under Police, the 

increase is due to raising of additional batallian of S.A.P., 

increase in the strength of the Police force, revision of 

Indian Police Service Cadre, establishment of Special Intelli­

gence Cell, additional staff for forensic Science Laboratory
8and Modernisation of Police force",

8 Government of Madhya Pradesh; Memorandum submitted to Seventh 
finance Commission, Vol.III-B, 1978, p.22.
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Inter-State Variations in the Per Capita Expenditure on Police*

As we have traced the growth of the expenditure on Police, 

now let us consider the disparity in the per capita expenditure 

on Police between the states.

Sable III. 10

Measures of Inter-State Variations in Percapita Expenditure

on Police

I. Ratio between the lowest and highest per capita 
Expenditure levels.

II

1957-53 1*3
1962-65 1 *4
1967-68 1 *4.88
1972-73 U3
1977-78 1 *2

Year Mean 
(in 0s.)

Standard 
deviat ion

Coefficient of 
variation (in °fo)

1957-58 1,79 0.67 57.43
1962-63 2.48 1.09 43.95
1967-68 4.98 2.14 52.45
1972-73 5.70 2.23 39.12
1977-78 9.24 2.69 29.11

III Rank correlation coefficient between 1957-58 per capita 
expenditure and absolute variations in percapita 
expenditure.

1957-58 arid iy62-63 -1-0.1008
1957-58 and 1977-73 +0.6941**
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fable 111.10 (eontd.)

IV. ?iank correlation Coefficient Between 1957-58 percapita 
expenditure and percentage variation in the percapita 
expenditure.

1957-58 and 1962-63 -0.3926
1957-58 and 1977-78 -0.7161**

^'Significant at 1$ level.
Source*.Derived from fable A.6.

Ihe above table shows that the inter-state disparity

widened upto 1967-68 and tends to narrow down since 1972-73*

As the states with lower percapita levels expended their

expenditures faster than the states with higher percapita

levels the disparity tends to shrink*
/

■ She causes for the interstate disparity are *-

1. fhe border states Assam, Jammu & Kashmir,Punjab, Rajas­

than and West Bengal expanded their per capital levels 

at a faster rate because of their proximity to hostile 

neighbours.

2. She highly industrialised and urbanised states like 

Gujarat and Maharashtra continued to spend more than 

other states.

Per Capita Expenditure on Police and Quality of Services.

She states Andhra Pradesh,Bihar, Karnataka, Kerala,



1 09

Madhya Pradesh, Orissa, Rajasthan, Tamil ladu and Uttar Pradesh
*

had their pbrcapita expenditures lower than the all state 

average level all along the period under our review. One may 

raise a question whether there is any relationship between the 

percapita levels and efficiency of the police in the states. The 

following table gives the details regarding the policemen per 

1000 crimes etc. in the states.

Table III.11
Humber of Policemen per 1000 (Indian Penal Oode) Crimes

LW-61

States Ho. of 
policemen 
per 1 000 
crimes

fo of cases 
pending 
investiga­
tion

io of convictions 
to total decisi­
ons by courts

1. Andhra Pradesh 904 15 79
2. Assam 595 73 34
3. Bihar 445 57 45
,4 * G-u jurat 628 16 57
5. Haryana 1089 . 36 62

6. Jammu & Kashmir 583 73 38
7* Karnataka 669 22 61
8. Kerala 602 21 34
9. Madhya Pradesh 320' 8 69

10. Maharashtra 552 24 69
11. Orissa 549 50 43
12. Punjab 1357 43 54'
13. Rajasthan 713 14 43
14. Tamil ladu 590 15 82
15. Uttar Pradesh 338 20 55
16. West Bengal 525 ; 4S 47

Sources Report of the finance Gommission?1978, p.244 •



As per Sable III.11, the lowest number of policemen per 

1000 crimes are found, in Madhya Pradesh (320), Uttar Pradesh 

(338), Assam (395) 'and Bihar (445) as compared to Orissa (549), 

Samil Nadu (590) Andhra Pradesh (904). She differences in the 

number of policemen per 1000 crimes are higher than the 

differences in the percapita expenditures among states. 

Similarly the percapita expenditure levels do not themselves 

reveal that the expenditure on the police is an index of the 

police administration. Some of the low percapita expenditure 

states like Andhra Pradesh,Karnataka, Madhya Pradesh and 

famil Nadu performed well interms of investigations and 

convictions as compared to States spending higher amounts.

In the border states Assam, Jammu & Kashmir, Punjab, Rajasthan 

and West Bengal the percapita expenditure levels were high 

but their performances in terms of investigations and convic­

tions were comparatively low.

B«5«2 Expenditure on Administration of Justice and Jails 

and Convict Settlement

Ihe expenditure on Administration of Justice includes 

chiefly the salaries and allowances of judges of civil and 
criminal courts (including High Courts) and magistrates and 

their establishments, charges on Administrator General and 

Official trustees, Legal Advisers and Counsels and Other 

Expenditures.



Jails and Convict settlements includes expenditure on 

Director and Administration, maintenance charges of jail 

population,Jail manufactures and other expenditures. The 

expenditures on these function are shown in Table III.12.

The percapita expenditure on Administration of Justice 

was highest in Kerala at O.47 paise and Rs.1.64 in 1957-58 and 

1975-76 respectively. It was lower in Orissa in 1957-58 and in 

Assam in 1975-76.

The proportion of to-tel revenue expenditure spent on 

Administration of Justice declined in all the states by 1975-76. 

l'he variations in the expenditure on Administration of Justice 

may be due to the availability of judicial facilities in the 

states.

She expenditure per head of population on Jails and 

convict Settlements was at the top at 0.30 paise in Punjab,

Tamil Nadu and West Bengal in 1957-58 and at Es.1.25 in 

Punjab in 1975-76. It was lowest at 0,11 paise in Andhra 

Pradesh in 1957-58 and at O.35 paise in Gujarat in 1975-76.

The proportion of jail expenditure to total revenue expendi­

ture shrank inall the states except in Bihar and Madhya 

Pradesh.Though the relative share of it declined the absolute 

level of the expenditure increased many times in all the 

states, Ihe increase in expenditure might have been caused by



Table 111-12

Expenditure on Administration Justice and Jails ana Conylot Satti amenta 
'(Total Expenditure in lakhs of Percapita Expenditure '_n &.)

States Administration of Justice Jalelt^eS^3°^
jtuiii^ajuaT3l57-r ux t>usi»xoe1975-76 "" IE fo PE lp ______ S

1957-
wttiem
■58

“^575=T5“ TE % PE f
TE PE 2S PE incre- incr- 5.‘E PE IE EE increase increase

ase
over
1957-58

ease
over
1957-5&

over
1957-58

over
1957-58

1. Andhra 
Pradesh

104
(1.89)

0.30 449
(0.89)

0.95 331-73 216.67 38 , 
(0.69)

0.11 228
(0.45)

0.48 500.00 336-36

2". Assam 22
(0.77)

0.20 94
(0.52)

0.56 327.27 180.00 27
(0.95)

0.24 - 110
(0.6i)

0.65 307-.41' - ■ - -170.83

3* Bihar 100
(1.68)

0.23 354
(0.90)

0.58 254 .00 152.17 95
(1-59)

0.22 639
(1.62)

1.05 572.63 ■ -7:7.27

4- Gujarat 72
(1.41)

0.35 291
(0.76)

0.98 304.17 160.00 23
(0.45)

0.11 105
(0.28)

0.35 ;rs.52 218.18

Haryana 43 ,
(0.77)

0.47 98
(0.52)

0*89 127.91 89.36 36
(0.65)

0.39 99
(0.53)

0.90 r,5.oo 13®. 77 '

6. i&mw. & 
Kashmir (n07)

0,20' 58
(0.39)

1.16 625.00 460.00 5 x 
(0.67)

0.13 32
(0.22)

0.64 540.00 392.31

7. Tarnatakn 74
(1.59)

0.34 417
(0.97)

1.31 463-51 285.29 32
(0.60)

0-14 119
(0.28)

0.37 071.88 164.29-

8. Kerala 74
(2.48)

0.47 385
(1 .Ob)

1.64 420.27 24C-.94 22
(0.74)

0.14 119
(0.34)

0.51 ■40.91 264-29

9. Madhya 
Pradesh ■

b7
(1.73)

0.29 391
(0.91)

0.85 349.43 193.10 41
(0.o1)

0.14 367
(0.86)

0.80 "95.12 471.43

10, Maharashtra 253 
(2.20)

0.45 625
(0.68)

1.13 146.25 151.11 114
(0.99)

0.20 402
: (0.44)

0.73 252.63 265.00

11. OriSBa 27 v 
(1.15)

0.16 182
(0.66)

0.76 574.07 375.00 25 %
(1.06)

0. 5 192
(0.70)

U)30 663.00 433-53

12* Punjab 64
(1.76)

0.37 198
(0.71)

1.35 209.38 264-86 51
(1.40)

0.30 183
(0.66)

1.25 258.82 315.67

13* Rajasthan 45
(1.44)

0.24 233
(0.67)

0.32 417.78 241-67 30
(0.96)

0.: & 183
(0-53)

0.64 51Q.GC 300.00

14. Tamilffadu 124
(2.10)

0.38 456
(0.82)

1.02 267.74 158-42 56
(1.62)

0.30 478
(0.86)

1 .07 1397-92 256.67

-15. Uttar 
Pradesh

167
(1.6b)

0.24 658 
(0.81)

0.69 294.01 187.50 143
(144)

u.20 545
(0.67)

0.58 ' 281.12 190.00

16. Yfeot 
Bengal

116
(1.65)

0.37 448
(0.32)

0.92 286.21 48.65 94
(1.34)

0.30 518
(0.95)

1.06 451-06 . 253.33

Sources Combined Finance and Revenue Accounts of Union and btete Governments in -Indiat-7cla.t957--?8. 
1960-61 and 1975-76.

botes s 1. TE=Total Expenditure! PE = Percapita Expenditure.
2, Figures in brae nets indicate percentage to total Revenue, Expenditure.
3. Figures under tbe column for the year 1957-58 for the States Gujarat and Haryana 

relates to '960-61 and 1967-68 respectively.



the increase in Jail, population and provision of additional 

facilities. She variations in the jail expenditures may be due 

to the variations in the above said facts between the states.

0. Cost of collection of Saxes

The expenditure on collection of taxes represents the 

charges incurred in respect of collection of various taxes 

and duties.

0.1 Crowth of Cost of Collection of Saxes.

While tracing the growth of spending on collection of 

taxes and duties we come across its upward trend in all most 

all the selected five periods in all states as shown in 

Table III.13*

But when we compare the growth of cost of collection of 

taxes with the growth of tax yield we get interesting results. 

As noted from fable III.13 the increase in the tax yield was 

not always faster than the increase in cost of collection 

of taxes. This tendency prevailed in their time pattern 

growth in seven states. However when we consider the growth 

of cost of collection of taxes with respect to that of tax 

yield over the twenty-one years under our review the 

increase in tax yield was much higher than the increase in 

the cost of collection in all the states.
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But it should he remembered that the expenditure on 

collection of taxes would increase as the quantum of taxation 

increases. If more taxes are Imposed or the tax base is 

enlarged there would be an addition to cost of collection of 

taxes.

Therefore a better way of analysing; the change in cost 

of collection of taxes over a period is to take into account 

the ratio of cost of collection of taxes to tax yield. Table 

III. 14 presents the ratio of cost of collection of taxes to 

tax yield.

As seen from Table III.14 though there were occasional, 

fall and rise in the magnitude of the ratio of cost of colle­

ction to tax yield on the whole it witnessed a downward move­

ment in all the states during the period under our analysis.

In 1957-58 the ratio of cost of collection to tax yield varied 

from 10.63$ in Andhra Iradesh to 37*25$ in Jammu & Kashmir.

But in 1977-78 this ratio substantially dropped in all states 

and the lowest level of it was 2.37$ in Punjab and the highest 

level was 16.03$ in Orissa. This fall in the ratio of cost of 

collection to tax yield symbolizes the efficiency of the 

states in the collection of taxes.

The above analysis of the growth of cost of collection 
of taxes sheds light on two points; (a) cost of tax collection
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had increased with the tax revenue in all the states? (b) 

the proportionate increase in cost was lower than the propor­

tionate increase in tax yield and hence the ratio of cost of 

collection to tax yield showed a declining trend in all the 

states.

C.2 Efficiency in tax collection - A Comparison.

But all are not well just with the downward trend in 

the ratio of cost of collection of taxes to tax yield* No 

doubt, that all states had individually improved their effi­

ciency in tax collection. Surprising results are obtained 

while considering their relative efficiency. for instance to 

collect Rs.8377 lakhs Orissa spent‘Bs. 1343 lakhs in 1977-78 

whereas Punjab spent only 558 lakhs to collect Hs.23£13-lakhs 

as tax revenue in the same year. Likewise the tax yields of 

Assam, Bihar, Madhya Pradesh are individually lower than that 

of Punjab. But these states spent far more than Punjab. She 

tax yield in Uttar Pradesh was just 50$ higher than that of 

Punjab. But its cost of collection was six times higher than 

that of Punjab.

One could observe that the ratio of cost of collection 

to tax revenue is comparatively higher in the weaker states 

and lower in the developed states. She ratios are too low in 
Andhra Pradesh, Gujarat, Haryana, Maharashtra, Punjab and



Tamil Nadu* Do the weaker states have higher fixed costs?

The difference „the; reLative efficiency may he explained in 

terms of (i) higher fixed costs and (ii) tax base. The weaker 

states such as Bihar, Madhya Pradesh, .Rajasthan and Uttar 

Pradesh are bigger states. So they may have vast administra­

tive net work leading to higher fixed costs. The higher fixed 

costs coupled with their narrow tax base owing to their back­

ward condition might have boosted up the cost of collection 

in the weaker states.

Another question that crops up here is why the states 

had higher cost ratio in the initial years. The tax yield 

might have been less and the fixed cost might have been 

higher in the initial years. In the latter years the tax 

yield increased both because of increase in tax rate and tax 

base. Since the proportionate increase in tax yield was far 

higher than the proportionate increase in cost of collection 

the ratio declined in all the states in the subsequent years.

CO ILLUSIONS ;

1. The relative positionsof the states in terms of their per- 

capita expenditure remained stable over the 21 years.

2. The percapita expenditure on Administrative Services was 

highest in Jammu & Kashmir during the period of our study.

The states Assam and Punjab stood next to Jammu & Kashmir.



1 1 9

Mostly the weaker states had lower levels of percapita 

expenditure whilerthfe developed states had higher levels.

3« Over the twenty-one years from 1957-58 to 1977-78 the per­

capita expenditure increased in the range of 260.37% in Madhya 

Pradesh to 418.20% in Jammu & Kashmir in money terms. But at 

constant 1960-61 prices the percapita administrative expenditure 

grew at a slower pace.lt went up hy 10.76% in Madhya Pradesh 

and by 59.07% in Jammu & Kashmir at constant prices.

4. She inter-state variation in the percapita expenditure on 

Administrative Services increased over the twen1y-one years. 

(Though there occurred a tendency towards convergence in 

1977-78 the disparity is still wider.

5. She relative proportion of total revenue expenditure devoted 

to administrative expenditure came down continuously in all 

the states during the twenty-one years period. She fall in 

the share of Administrative services was effectedby the fall 

in the shares of both of its components general Administra­

tion and Maintenance of law and order.

6. Of these two services General Administration took more of 

administrative expenditure in most of the states in the 

beginning. But by 1975-76 maintenance of law and order got 

more than the other service in all the states. (Shis shift in 

the total administrative expenditure in favour of police,

0
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Administration of Justice and Jails reveals the severity of 

lav? and ordei problems in the states. In the weaker states 

like Assam, Bihar, Madhya Pradesh, Rajasthan, and Uttar Pradesh 

the shift in the administration expenditure towards maintenance 

of law and order was phenomenal,

7* Between the two services the disparity in. the percapita

expenditure levels is smaller in the Maintenance of Law and 

Order than in general administration. I'he disparity tends to 

narrow down in the expenditure on maintenance of law and 

order while in the other service it is widening.•

She claim of the expenditure on police in total expenditure 

charged to revenue decreased in all the states, fhe variations 

in the percapita levels among the states tends to narrow 
down. I'he border states Assam, 'fllammu & Kashmir, Punjab, 

Rajasthan and West Bengal had relatively higher percapita 

expenditures obviously due to their proximity to hostile 

neighbours.

9. ®he growth of tax yield was higher than that of cost of 

collection of taxes in all states. Even if the cost of tax 

collection increased the ratio of cost of collection to tax 

yield decreased in all the states during the period under our 

review. Shough all the states improved their efficiency in



4

tax collection huge differences are there in their relative 

efficiency, f'he developed states are far more efficient than 

the weaker states as indicated by their respective ratios of 

cost of collection of taxes to tax yields.


