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Chapter 1III :

GROWIH OF FXPENDITURE OH AIMINISTRATIVE SERVICES

The provision of legel, tax and sdministrative functions
is a prerequisite for a smoothly functioning goverament. The
benefits from these activities are diffuse and intangible.
These activities clearly‘fall into the rezlm of public goods.1
The expenditure on Administrative Services comprises expendi-
ture on General Administration, Police, Administration of

Jus%ice 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 emalysed. 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 (1) 1957-58, (2)

1962-6%, (3) 1967-68 (4) 1972-73 and (5) 1977-78.

John F. Due and Ann F. Friedlander: Government Finance.
Economice of Public Sector. (Richard D. Irwin Lnce), 1977,
pp.167-168,




Relative pogitionsof the states.

% As secea from Tabtle ILI~1 the relative Dositionsof the
psta‘t;es wythe size of their per capita expendltures on admini~
strative services remained substantially unaltered over the
21 years.

Table I1II.1

Matrix of Rank Correlations Among the Renkings of Percapita

Expenditure on Administrative Services in Selected Years

14

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

1957-58 1 (925%x  B25%%  JO07Z** 9075

1962=63 1 «0020%% . 8o35%x  ,Q471%%
1967~68 , 1 +8558%%  ,9058%¥
1972-73 1 89 THR

197718 1

*#* Siognificant at 1% level.
Sources Derived from Table III-2.

A closer look at the percaplita expenditure levels of the

states will exhibit the position of the individual states.

Lievels of Percepnita expenditure 3

Tables III.2 and III.3 present the expenditure on this

service at current and constant prices respectivelye.
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At current prices the administrative expenditure per head of
population was at the highest ievel in Jemmu & kashmir at
i%.6.21 in 1957~58 followed by B3.5.49 in Assam. It was least
in Bihar at B.2.55. The per capita expenditure level mwas at
the bottom Level in Bihar upto 1967-68 and Uttar Pradesh came
to thehlast position in the latiter years. Bihar stood above

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,
1962-6% and 196768« Punjeb 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 wesker states like Assam and Rajasthan
had relatively higher per capita levels.The developed states
had higher percapita levels in Administrative expenditure in

all the yéars.

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 fell 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 showm in Table IIT.5.
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?Over the fwenty-one years from 1957-58 to 1977-78 the
peroaplia eépen&iture increased in the range of 260.37% in
Yadhya Pradesh to 418.20% in Jammu & Xeshnir in Current prices.
But, when deflated for price changes and expressed in 1960-61
prices the per oapifa administrative expenditure grew at a
slower space. 1t went up by 10.76% in Madbya Pradesh and
1..59,07% in Jommu & Kashmir at 1960-61 prices during the same

. period.

The total expenditure on Adminisirative Services went
up within the range of 321.90% in Punjab and 639.66% in
Kerala ai: current prices. At ebnstant price‘it increased by
29.53% in Punjab and by 142.45% in Kersla over the twenty owe

years period.

A comparison of the rate of growth of the expenditure on
Administrative Services, Economic Services and Socigl 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

Bervices.

Proportion of Administrative Expenditure

to Total Revenue Expenditure.

The relative proportion of total revenue expenditure’



devoted to administrative services came down contimously

in 8ll states dutring the twenty years period. In 1957-58 the
‘admiﬂistrative se;vices absorbed from 32.75% in Jammu & Kashmir
to 13.50% in Kernateka. By 1977-78 the highest percentage of
tofal revenue expepditure gpent on this service was 17.30%

in Bihar end lowest was 9.08% in Karnataka. Tge fall in the
relative share of administrative expenditure may be due to

fhe larger increases in oﬁher_categories especially'social and

community services and Economic Services,

Causes for the increase in administrative eXpenditure.

Tnough the relative share of the Administrative Services
decreased its absolute level swelled up in all sitates during
the period under our review. The increase in administrative
expend iture may be due to the following reasons:

1. Increasing activities of the state govermments in view
of welfare and developmental needs of the states. The old

and well esteblished departments of govermments have widened
considerably end new départments have also sprung up to cope
with the responsibilities and demands of a welfare state end
Devéloping Economys S0 on account of the expansion in various
aepartments and establisnmenté due to vastly enhanced social
ahd community services, Economic Services énd other welfare
functions undertaken by the State GOVernmen%s the adninistra-

tive expenditure had increased.
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7/

2o Upwerd Revision of Pay-scales end Dearness éllowance.

: The marked up trends in the cost of living have
rendered upward revision of the‘salary necessary. Whenever
the Union Govermment revised pay and dearness allowsnce for
its employces, a revision of the same on the part of the State
Govermments is inevitable. The Sixth Finance Coumission observed -
that, "The scales of pay qf Central Goveramgnt employees were
revised in pursuance of the reeommendationé?éecamﬁ Pay Commi~
ssion in 1959 and since then there have been as many as
eighteen revisions in the form of dearness allowance o¥ interim
reiief. Understandably, thése revisions have triggered demands
for similar increases from employees of State Governments.
These successive increases in the rgtes of dearness allowance
have caused enormous strain on the resources of State Govern~
ments and may be said to be at tﬁe root of the ways and means
difficulties of many of them. With the appointment of Third
Pay Commission by the Ceﬁtral Govermment in April 1970, States
become aware that‘it§ report and Government of India's decision
there on would further upset their budgetary celculations. One
of the main themes urged by State Goverrments in their memo-
randa and during their discussions with us has therefore been
that the repercussions of the Central Pay Commission's
recomnendations ow State Governments should necessarily be

allowed for by us fully in our award."2

Government of India, Report of The Finance Commission, 1973,
PR3435, ‘ .
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3« Increasing law and order problems in the country. As
early as 1969, the Fifth Finance Coumission observed that,
"owing to the pressing needs of law and order situation non-

developmental expenditure increased at a rate faster than thet

-

of non-plen developuental expemiiture".”

The above sald reasons though caused the upsurge in the
administrative expenditure they do not say enything atbout
variations in the levels of percapita administrative expendi=-
ture between states. Now we proceed 10 examine the variations

in the percapita levels and the factors responsible for it.

Disparity in the Percapita Expenditure Levels

Table ITI.4

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

Ratio Between Lowest and Highest Percapita Expenditure Levels

1957-58 142
1962-63 134
1967-68 . 134
1972~773 143
1977-78 183

3  Government of India, Report of the Pinance Commission 1969,p.15.




Table IIT.4 (contd.)

Yeors iean Standard Coefficient of-
(In f5.) deviation variation in(x)

1957-58 441542 1.0809 26.0194
1958=59 43264 1.1774 27.2143
1959~60 4 .4378 1.215 273784
1960=61 4 8873 144395 29.453%8
1961~62 5 4498 1.6245 29.5471
1962=6% 6.0533 2.0623 34 .069

196%-64 6.04 2.2503 372566
1964 -65 6.5666 24637 375186
196566 B+164 441321 50,6136
1966-67 9.1318 5.3343 58 4145
1967~68 9.4506 3.5056 570936
1968-69 10.8881 64565 60,2551
1969~70 10.56 545535 5141372
1970-71 10.1018 343659 33.3198
1971-72 12.7537 4.8281 378564
1972=73 11.7%87 %4032 2849419
1973=-74 1%.4962 441049 30.4152
197475 15.2456 545971 36,7128
1975=76 1644156 543129 32.3649
1076~77 177143 5.7858 32,6617
1877-78 18+3913 4,9715 27.031

IIT Raxk Correlation Coefficient between 1957-58 per capita
expenditure levels and 2bsolute variation in percapita

expenditure levels.

L

195758
195758
1957-58
1957 =58

Significant at 1% level.
* Significant at 5% level.

and 1962=63
and 196768
and 1972-73
and 1977-78

+0.55%
+0 |75**

"4-0.625%

+0.597*
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Table II1T.4 (contd.)

IV  Rank Correlation QOoefficient between 1957-58 per capita
expenditure levels and percentage veriation in the per-
capita expenditure levels

1957-58 and 1962-63 +0.3058
1957-58 and 196768 +0.3867
1957-58 and 1972-73 ~0,0705
195758 and 1977-78 ~0.3367

Sourcet Derived from Qable I1T.2.

We could observe from~the above table that the percapita
expenditure in the high spending states increased faster than
the low spending states and so the imter-state variation in

the percapita expenditure levels remains wider.

 The states namely Andira Pradesk, Bihar, arnateka,
Kerala, Madhya Pradesh, Orissa and Uttar Fradesh stood below
the 8ll state average in &ll the selected five years. Rajas-

than steyed below the all state average level since 1962~63.

. What caused the variations in the percapita levels? A
study of the Administrative expenditure at disaggregate level

may be helpful . in this regaqu

B. Distribution of Administrative Ixpenditure®

An analysis of the distribution of the administrative

Ve have restricted our analysis for the period from 1957-58 to
1975-76 as the expenditure data on the components of General
Adninistration and Maintenance of Law and Order are not
available after 1975=76.
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expenditure may not only tell us the factors that caused the
variations in the percapita expenditure levels but also the
items which contributed most to the growth of the expenditure

on administrative services.

The edministrative services are broadly classified as
functions meant for performing two types of dutles: (i)genersl
aduinistration and (ii) wmaintenance of law and order in the

states.

The 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 tothers' . Maintensnce of law and order
‘comprises the expenditures on Police, Administration of

Justice axd Jails and Convict Settlement.

Table 1LI.5 preseats the distributbtion of Administrative
expenditures on General Administration and Maintenance of

Lhaw and Order.

B.1 Relative Shares of General Administration

and Maintenance of Law and Order

The proportion of the total expenditure on Admini-

strative SBervices absorbed by the general administration was

The heterogenous item 'others’ includes Treasury & Accounts,
Stationery and Printing, Firve Protection, Supplies & Disposals
and other Administrative Sexvices.
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greate; than that on Maintenance of Law and Order only in two
states, namely Jammu & Kashmir and Orissa in 1957-58. But by
1975-76 maintenance of law and order overtook generai admini-
stration in all thé states apart from Andhre Pradesh and Tamile-
Nadu where administrative expenditure was spread evenly on

both the services. Thus we observe a substantial shift in the
speﬁding from General Administration to maintenance of law and
order. This shift in the total administrative expegditure in
favour of Police, Administration of dJustice and Jails reveals

the severity of law and order problems in the states.

B.2 Levels and CGrowth Trend of Percapite Expenditure on

General Administration & Maintenance of Law and Order.

The per capita expenditure on general administration
was at the top in Hammu & Kashmir at B.4.20 in 1957-58 and
at B.13.65 in 1975-76. The lowest percapite level was B.1.11 in
Bihar in 1957-58 end B.2.79 in Uttar Bradeshi in 1975-76.

The expenditure per capita on Police, Administration of
Justice and Jails was at maximum level at RBe3%.75 in Assam in
1957-58 and at B.14.24 in Jammu & Kashmir in 1975-76. The
minimum percapita level was seen in Bihar at Bel.44 and B.6.35
in 195758 and 1975-76 respectively. Here one could observe
‘that the éercapita expenditure on law and order was higher in
the border states like Lssam, Jemmu & Keshmir, Punjab, Rajas-

than and West Bengal.
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When we compare the levels of percapita expenditures on
both the functions we gebt interesting information. The growth
in the levels of percapita expenditure was not uniform in some
states. The expenditure per head of population on waintensnce
of law and order dominated that on genersl administration in
Assam, Bihar, Gujaraf, Madhya Pradesh, Maharashira, Rajasthan
and West Bengel in all years from 1957~58 to 1575-76. In the
remaining states the ﬁercapita'expenditure on'these £wo
services dominated each other occasionally. But by 1975-76
the“expgndituré per head of populaiion on mainfenance of law
and order was highér than that on general administration in all

S’bétes .

Of these two services the percapita expenditure on general
administration grew slightly faster than that on maintenance of
law and order in Andhra Pradesh, Haryana, Meharashtras, Punjab
and Tamil Wadu. The 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 Varictions in the Percapita Expvenditure Levels.

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

percapita levels among the states.

The disparity in the percapita expenditure levels on

these two services are shown in Table III.6.

Measures of Inter=-State Variationsg in Percaplta

Table I1I.6

Expenditure on General Administration

I. Ratio between highest and lowest per capita expenditure

levels.
1957-58 123.78
1975~76 1:4 .89
IT
Year Mean Standard Coefficient of
- (In B) deviation variation(In %)
1957"58 1 987 0074- 39-57
1962-6% 2.92 1.0% 35427
1967-68 447 155 34 .68
1972=-73 4 .87 171 25.11
1975=76 6.62 2.92 44 .11
Measures of Inter-State Veriation in Percapita
Expenditure. on Police, Administration of Justice
and Jails.
I Ratio between the highest and lowest percapita

expenditure levels.

1957-58
1975~76

18246
132.24
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Table IL1.6 (Contdc )

II
Year Meen Standard Coefficient of
(In Bs.) deviation wvariation(in %)
195758 228 O0s71 31.14
1962~63% 3412 1.12 35489
1967-68 4 .96 2416 43454
1972-73 6.87 231 33462
1975-76 9.59 2440 25.03

Source § Derived from Appendix Table A.41 and A.12.

Table III.6 clearly purports that the inter-state varia-
tion in the percapitas 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 QOwn on the other
service. This trend is the outcome of the larger allocation
of funds Yo maintenance of law and order necessitated by

increased law and order problems in all the states.

Now we take up these two services individually to know

thelr diversified growth.

Be.4d Growth of Expenditure on Genersl Administration.

On general administration the poorer states like

Assam, Bihar, Madhys Pradesh, Rajasthan and Uttar Fradesh.
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had relatively:lower levels of percapita expenditure. These
states had Iower percapita levels in other developmental
services, tﬁat is, on Social and Community Servicés and
Economic Services. The developed states had higher per capite
levels on the developmental services and so their percapita
levels on general aduministration are higher. But we couvld find
a few paradoxical situations also. For instance Karnateka and
est Bengal had relatively higner percapits levels on other
Services but\lower vercaplta levels on this fervice whereas
Orissa, a poorer state with lower level of percapite expenditure
on developmental services had higher percapita level on

general administration. However, we may not be wroug in stating
that the variations in the percapita expenditures on this
service were partly dué Yo the variations in the expenditure

on other develepmental services. Phe expenditure on this
category had gone up fasfer in developed stotes than in weaker
stetes. Further causes for the variations in the. percapita

general aduinistration may be known from looking at 1lis

components.

e
Table III.7 presentsﬁcomponents of the expenditurce on

General Administration.,

The expenditure headds like District Administration, Fublie
Works and 'Cthers' are the major items which account for more -

then 75% of the increase 'in general administration.
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The items Head of the States, Cabinet and Ministers!
include:. the emoluments and allowances of Governors and
Ministers. The sharégof this category in General Administration

expend iture declined - in all states except Haryana and Punjab.

Ixpenditure on Legislative Assemblies and Legislative
Councils are included under state Legislature. The proportion
of the total expenditure on genewl administration devoted to
State Legislatures and elections increased only in Assam,
Bihar, Gujér&t, Haryena 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 Secretarist, Board of Revenue, Public Service Commission
and Other establishments. The share of this expenditure cate~
gory increased in Bihar and Haryana only. Even thoughlthe per=~
centege of the general administration expenditure absorbed by
this item had fallen the absolute amount had swollen up in all
the states. 1t had grown enormously. For 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, Keralas, Orissa,

Rajasthan and Uttar fradesh. The absclute amount spent on
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this category was almost.equal to tha+t on District Admini-
stration in Assam, Haryana and Kerala. It may not be in-
appropriate to éef;r that, "The costs of general administra-
tion have swollen out of proportions. The propensity to empire
. building, undue proliferation of establishments, unnecessary
creation of hundreds of top level posts and so on have

resul ted 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
adninistration. Both the Centre and Staﬁes are sinners in this

respect."5

The expenditures incurred on District Establishment,
Commissioners, other Estall ishments are recorded under District
Administrations The percentage of genersl administration
expenditure on this function went up only in Haryana and Jammu
& Kashmir in 1975-76. The highest percentage was allotted by
Maherashtra and the percapita expenditure was also highest in
this state at B.1.03 in 1957-58 and at K.4.18 in 1975-76.

It was lowest at 0.%34 paise in Kerala in 1957-58 and at 0,75
paise in Uttar Pragesh an@ West Berngal. The states Andhra-
Pradesh, Maharashtra and Tamil Nadu spent_more on district
administration: This is one of the reasons for the higher pere

capita level on general administration in those states. The

MeJ K. Thavaraj. Financial Administration of Indige
(Sultanchaend & Sons, New Delhi), 1978, p.1871.
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developed states Gujarat and West Bengel and the geographi-
cally bigger states Madhya Pradesh, Rajasthan and Uttar Pradesh

spent relatively less for district administration.

Expenditures on Non-Residential Government buildings are
nade under Public Works. It includes expenditures on Direc-
tion and Administration, Planning and Research, Construction,
Maiﬁtenance and Repairs, Purnishings, Lease Charges, P.W.
Workshops, Machinery and BEquipment, Suspense and others. The
percentage of general administration expenditure spent on this
funetion decreased in Assam, Bihar, Tamil Nadu, Uttar Fradesh
and West Bengal and went up in all other states. Bihar, Haryana,
Kerala, Orissa andf?unjab had given more importance 1o this
service. This was the highest expenditure item in those

states except in Bihar.

Ihe item 'others' increased faster than other services in
all states excebt Haryana end Jommu & Kashmir. Of the services
included in 'others', FPire Protection +took i.135 lakhs in
Andhra Pradesh, .45 lakhs in Jammu & Kashmir, B.43 lakhs in
Karnataksa, .53 lakhs in Keresla, B5.57 lakhs in Orissa, R.182
lekhs in Temil Nadu, B.58 lakhs in Uttar Fradesh and Bs.166
lekhs in West Bengal in 1975-76. The expenditures on other
services were too smll. Other administrative services was
the major expenditure item in *others' and 1t annexed higher

share in Uttar Pradesh and West Bengal.
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From the above analysis we could locate the items which
caused variations in the expenditure on general adminilstra-

tion and faster growtﬁ of it.

1+ Variations in the expenditure on Head of the State and
Hinisters, Stete Legislature and Election may be due to the

political situations that prevailled in the states.

2 'The percapita expenditure on general administration in
Biher, Assem, Kerdla, Madhya Pradesh, Rajasthan and’Uttar
Prédesh was low because these states give less impertance for
district administration. In some states secretariat service
got more.The developed states spent wre on District admini-
stration. But the developed states Gujarat and West Bengal
syenf relatively less on district administration and so thelr
per‘eapita expenditure on general serv¥ices was lower. But the
quality of genersl administration is better in Gujarat and

West Bengel.

3+ Orissa a weaker states had relatively higher per capita
expenditure on general adminisfration even though its per-
cé@ita levels on developmentel services were low. This may
be due to Orissa's higher spending on Secrebariat Services,
Public Works and "Others" which are npn-developmental in

agture.
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4 The differences in the services offered by the states
is slso a reasqn} For instance Andhra Fradesh, Temil Nadu and
West Bengal spe@t substantial amounts on fire protection. The

other states spent less on this éervice.

B.5 Expenditure on Police; Administration of Justice,

Jails and Coxvict 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 Temil Nedu to 73.09% in Assam by 1975-T64

However it is euncouraging tc observe that the claim of
the expenditure on maintenance of law and order in the total
expenditure charged to revenue decressed in all the states.
The range of its claim varied from 7+54% in Karnataka to
14.59% in Assam in 1957-58 and froﬁ 4 +86% in Haryana to
104726 in Assam by 1975-76. In both the years Assam allotted

highest percentage on this funection.

Now it has become clear that the fall in the relative
broportion of totsl revenue expenditure devoted to administra-
tive services was caused both by the general administration

and maintenance of law snd order.
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It is essential to amalyse the expenditure on maintenance
of law and order to have an idea of the relative growth of the

components of yhfé function.

BS54l Growth of Expenditure on Police.

While ccnsideriné the grants for Police under the scheme
of Upgradation of Standards of Administration the Sixth
Pinance Commission, 1973, observed that, "An efficient police
administration is an esseﬁtial pre-requisite for effective
maintenance of law and order and the creation of necessary
conditions in ﬁhich economic development can take place without
serious set-backs."6 Table II1.8 presents the expenditure on

police.

The expenditure on police per head of population was
at the highest level in Agsam from 1957-58 to 1960-61. In
196162 the state ¢ . Jammu & Kashmir replaced Lssam and since
then it held the first position. Assam stood in the second
place and Funjab held mostly the third rank. The percapits
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

Goverrment of India, Report of the Finance Commission 1973,
0.50. R




. Table III-8

Growth of Exvenditure on Police for Selected vears al Current Prices
{(Total Bxpeaditure in lakhs of B., Tercapita Expendituce in Rupees )

States 1957-58 196263 19€', ~68 __1g72-73 1977~78  Total Percapita
TE TE TE T T8 3 T TE T OE TE  exp.per-exp.fuge
centage increase

-~ ineres’se byl1977-78

by1977=78
o ver over |
_ 190, 5" 1957-58
1. Andhra 514 1.50 633 1.7% 9N 2.45 1800 4.03 . 3549 .29 590.47  386.00
Pradesh (9.33) (5.84) \5.22) . {5.10) (4°78). ,
2. Assam 366 3431 465  3.65 1115 7.75 1249 §.04 2454 13.77 570.49 316,01
(12.87) (10.46) (11.30) (9.87/ (9.78) - - :
3, Binev 435  0.99 630  1.32 1090  2.07 2065 , 3.56 4009 6.39 821.61  545.45°
, (7o} (7.54) (6.35, (6e16) - (va26) - , :
4. Gujeratr 394° 1493 535  2.50 1047 4.31 1646  5.97 3271 < UST  7T30.20  447.67 -
(7.69) (7.5¢) © (1.13) (5.62} (6464) : -
'5. Heryane ’ 315 3.3 533 5.16 1134 .92 260,00  189.21
: (.67} . {4.55) (4.91)
6. Jamm & 64 1.52 202  5.54 414 10.12 574 12,13 773 14.80 1107.81 813.58
Kashmir (8.59) (8.05) (94£0) (5.41) (5.33) . .
7« Karnatakae 295 133 414 170 &2 2.56 1153 3.93 2262 6485 6656478 415,04
(5.55) (4.41) (4.39) (3.53) (4.24)
8. Kerale 177 . 113 316 180 525 2,73 99 4.51 1896 _ [JTT  974.19  537.61
(5.94) (4.76) {3.32) (4. 3} (4156) )
) - . 3 T . o
9. Madhye 545 1.82 746 2,22 130L Z.42 209y 4,88 3532  T.42 ' 557.2% 307.69
Pradesh (10.81) (8471) (7.35) (7.24) {6+12)
10. Maharashira 1273  2.28 1211 = 2.96 2242  4.87 73651  7.04 6036 10.51 374.16  341.60
{11.086) (6.27) (7.20) 5.1 (5.36)
11. Orissa 170 1.03 271 1.49 649 3.16 813 3463 1648 5.62 B69.41 542.72
(Te24) (4411) (5.54) o {4.24) 4.85)
12. Punjaeb 431 2.49 664 3441 645  5.10 1045 7.53 1973 12456 343.85  404.42
{(11.86) (be11) \6.74) 15.52) (5.58) .

13. Rajesthan 2,00 522 2,50 960 3.1 1432 5.39 2580 8.71  591.69  335.50

373 .
(11.90) (9.19} (6.60) (5452) (5.60)

\

14. Tamil Nadu 533 1.64 689 1.95 1138 3.01 2112 5,00 3200 6.54 50038 32317
(9.01) (5.65) {4.88) . 4.98) (3.53"

15. UtterPradesh 923 1,32 1269 1,70 1915 2,32  346)  3.83 6313 6.99  638.4  429.55
(9.28) (6.83) (z.21) o4 (6.41)

16. West Bengal 777 = 2.46 1023  2.63 1728 4.24 3074 . 6.74 5496 0.79 807,34 338462
(1.07) (9.01) {3.46) \Fed2), (7+64)

Scurge: Appeniix Table A.13. )
love : Flgures in brackets indicate peccentage of the expeadituze on Police te Total -
Revenue Expenditure.
TE = Total Expenditure; PE = Per capita Expenditura.
* belongs to 1969-61.

20!
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states the percapita spending on this service was relatively
higher in Gujarét, Haherashtra, Rajasthan and West Bengal.

0f these states Haharashtra, Gujarat and West Bengal are highly
urbanized and industrialised states. Rajasthan and West Bengal
are border states. Hence in these states the percapite spending
on police was relatively higher. In examining the increase in
expenditure on Police iﬁ Rajasthan, L.S. Porwal. observed that,
"Sixty per cemt of the expenditure on administrative services
was incurred on Police alone in 1969-70. This was primarily to
protect the 644 miles lomg border with Pékistan. It is essen-
tial to maintainvlarger police force to protect the bofder in
view of the hostilé attitude of Pakistan. The problem of
decoits had also assumed serious proportions in the '50s. Now
the Govermment has been successful to & great extent in

liquidating the various gangsof &ecoits,"7 :

The expenditure per head of population on police was
lowest in Bihar in most of the years. Since 196465 Uttar

Pradesh stood second from the last.

The proportion of toital 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 1972-73 and this service ook around

L.S. Porwal: State Finances in India: A Case Study of Rajasthan.
(Sultanchand & sons, New Delhl), 19(1, Del5Te
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7 t0'8 per cent. The claim of police expenditure in total
revenuefexpenditu:e varied from 5.94% in Kerala to f2.87% in
Assam in 1957~58 and from 4.24% in Karnsteka to 9.78% in
Assem in 1977-T8. -

Though the relative proportion of the expreniiture on
Police declined the absolute level increased in all the
states. As such incurrent prices the peroapi%a‘expgnditure
shot up by 813%.58% in Jammu & Kestmir and by 307.69% in Madhya
Pradesh over twenty-one years. At constant 1960-61 prices it
went up by 117.84% in Jeammy & 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 1t. Table III.9 shows Police expenditure at

disaggregate level.

Distribution of the Exvenditure on Polilce.

The expenditure on Police Comprises Direction and Admini-
stratioh, Education and Training, Research, Criminel Investi-
gation end Vigilance, Special Police, Border Security Force,
Industrial Security Force, State Head Quarters Police, District
Police, Village Police, Railwzy FPolice, Habour Police, Welfare
of Police Personnel, Modernization of Police Force and other

experditure.
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Of these c&mpénen%s District Police absorbed major
portion of the expenditure on Police. Its claim varied from
54 .,80% in Keralé t0 892.15% in Karnatsks in 1957-58 and from
46.69% in West Bengal to 89.79% in Gujarat. The 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, Karnastaka, Maharashtra, Tamil Nadu and West Bengal.
In these stetes Distriet Police and '0Others' obtained more
shere. Further in these states the increase in 'others' was
due to the expenditureﬁ%tate head guarters Police. In West
Bengal besides the Stdte Quarters Police the expendibture on
Welfare of Police Personnel induced the growth on "Others".
The expenditure on Police had grown because of

(i) Increase in pay end allowances, and

(ii) Modernisation of police force and increase ia the
strength of police force due 0 increase in law and order
problems. For example in Madhya FPradesh, "Under Police, the
increase is due to raising of additional batallian of S.A.P.,
increase in the stfength of tne Police force, revision of
Indian Police Service Cadre, establishment éf Special Intelli-
gence Cell, additional staff for Forensic Science Laboratory

and Modernisation of Police Force".B

Government of Madhys Pradesh: Memorandum submitted to Seventh
Finence Commission, Vol.III-B, 1972, P.22.
’ i
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Inten—State’Variationé 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 expenditire

on Police between the states.

Table I11.10

Heasures of Inter~State Variations in Percapita Expenditure

or. Poliee

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

195758 143
1962-63 1:4
19567-68 134 .88
1972=~73 183
1977~78 182
LI |
Yeur Hean Standard Coefficient of
(In B.) deviation variation(in %)
1957~58 179 0.67 3743
1962-6% 2448 1.09 434,95
196768 4.98 214 52445
1972~73 5.70 2.2% 39.12
197718 G924 2469 29.11

IIT Hank corzelation coefficient beitween 1957-58 per caplta
expeniiture and absolute variaticns in percapitas
expenditure. ~

1957-58 anl 1462~63 +0.1008
1957-58 and 1977-73 +0.6941%%



Table IT1T.10 (contd.)

IV. Rank ¢orreistion Coefficient Between 1957-58 percapita
expenditure and percentage variation in the percapite

expenditure.
'1957-58 and 1962-63 -0.3926
1857~58 and 1977-78 ~0.7161%%

**3igmificant at 1% level.
Source: .Derived frem Table A.8.

S, ———

The above fablé shows thatlthe inter-state disparity
widened upto 1967-63 and tends to narrow down since 1972-73.
As the states with lower percapita lgvels expended their
exgenditures faster than the states with higher percapita

levels the disparity tends to shrink.
£

The causes for the inter-gtate disparity are -

1. The border states Assam, Jammu & Kashmir,Punjsb, Rajay=
than and ﬁest Bengal expanded their per capital levels
at a faster rate because of their proximity to hostile
neighbours.

2« The highly industrialised and urbanised states like
Gujaret and Mahereshtra continued to spend more than

other states.

Per Capite Ixperditure on Police and Cuality of Services.

The stetes Ardhra Fradesh,Bihar, XKarnateka, Kersla,
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Madhyo Fradesh, Orissa, Rajasthan, Tamil Nadu and Uttar Pragesh
had their pércapite expenditures lower than the gall state
averaée level sll slong the period under our review. One ney
ralse 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 statses.

Table III.11

Tumber of Policemen per 1000 (InGian Penal Code) Crimes

{1978)

States Hosof % of cagses % of convietions
policemen pending to total decisi-
per 1000 investige~ ons by courts
crimes tion

1. Andhra Pradssh 904 15 ’ 79
2. Agpam 395 (E] 34
3, Bihar ‘ 445 57 45
4. Gujorat 628 16 57
5. Haryana 1089 .36 62
6. Jammu & Kashmir 583 73 38
7. Karnataka 669 22 61
8. Kerala 602 21 4.
9. Madhya Pradesh 320 8 69
10. Maharashtra 552 24 69
11. Orissa 549 50 43
12. Tunjed 1357 43 54
13. Rajasthan 713 14 43
14. Tamil Nadu 590 5 82
15. Uttar Pradesh 338 20 55
16, West Bengal 525 - 48 47

Sources Report of the Finance Commission, 1978, p.244.




As per Table III.11, the lowest number of policemen per
1000 crimes are found in Madhya Fradesh (320), Utter Pradesh
(338), Assam (395) "and Bihar (445) as compared to Orissa (549),
Tamil Nadu (590) Andhra Pradesh (904). The differences in the
number of policemen per 1000 crimes are higher than the
differences in the percapita expenditures among states.
Similarly the percapita experditure levels do not themselves
reveal that the expenditure on the police is an index of the
police administration. Some of the low percapita expenditure
stétes like Andhra Pradesh,Karnataka, Madﬁya Pradesh and
Tamil Nadu performed well interms of investigations and
convictions as compared to States spending higher amounts.
In the border states Assam, Jammu & Kashmir, Punjab, Rajasthen
and West Beﬁgal the percaepita expenditure levels were high
but their performances in terms of investigations and convic-

tions were comperatively low.

B.5.2 Expenditure on.Administratidn of Justice and Jails

and Conviet Settlement

The expenditure on Administration of Justice includes
chiefly the salaries and sllowances of judges of civil and
criminal courts (including High Courts) and megistrates and
their establishments, chargeé on Administrator General and
Offieial Trustees, Legal Advisers and Counsels and Other

Expenditures.



Jails and Convict settlements includes expenditure on
Directof and Administration, maintenance charges of jail
population,Jail menufactures and other expenditures. The

expeﬁditures onn these function are shown in Table IIT.12.

The percapita experditure on Administration of Justice
was highest in Kerala at 0.47 paise‘and Bse1e64 in 1957=-58 end
1975-76 respectively. It was lower in Orissa  in 1957-58 and in
Assam in 1975-76. |

The proportion of total revenue expenditure spent on
Administration of Justice declined in all the states by 1975-T6.
The variations in the expenditure on Administration of Justice
may be due to the availability of judicial facilities in the

states.

The expendifure per head of population on Jeils and
convict Settlements was at the top at 0.30 paisé in Punjab,
Tamil Nadu and West Bengal in 1957-58 and at E.1.25 in
Punjeb in 1975-76. It was lowest at O.11 paiée in Andhra
Pradesh in 1957-58 and at 0.35 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 sharg of it declined the absolute
level of the expenditure increased many times in agll the

states. The increase in ‘expenditure might have been caused by
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Table II1-12

Expenditure on Administration Justliee end Jeals and Geaviet Betid ement;

‘(Potal Expenditure ia lakhs of %&., Percapita Exdpenditure n i.)

1 F

i

States  Administration of Justice culls g ountiet 3
TRST=%5 G75= TR % PE % 1957=58 = 5 4 PE %
TE FE TE PE inere- incr~ HE ¥E TE FE  inoremse inerease
asa ease over over
over over 195758 1957-58
195758 195755 )
1. Andhra 104  0.30 449  0.95 331.73 216.67 38 0.11 228  0.48 500,00 6436
Pradesh (1.89) {0.89) (0.69) (0.45) 336.36
ZoAgsen 22 0.20 94 0.56 327.27 180,00 27 0.2 - 110 U065 5u7e43 .. - .170.83
(0.77) (0.52) {0.95) - (0.81) ‘
3. Bihar 100 0.23 354  0.58 254.00 152,17 95  0.22 639 _ 1.05 572.65 - 57,27
{1.68) (0.90) (1.59) (1.62) P '
4. Gujarat 72 0.35 291 0.98 304,17 160.00 23 9.11 105 0435 I76.52 218.18
(1.41) {0.76) {0.45) (.28} :
5. Haryana 43 0.47 9 0.89 127.9%1 89.36 36 0439 9y 0.90 1.5.00 15877 -
(0.77) ° (0.52) (0.65) (0.53)
. 6o Jemmw & € 0.20 58 1.16 625,00 480.00 § 0,13 32 0,64 £40,00 392431
Xestmir  (1.07) (0.39) {0.67) (C.22) :
7+ Cernatakn 74 0.34 417  1.31 463.51 285.29 32 0-14 119 0437 T71.88 164 .29
: (1.39) .97 {0.60) (¢.28) ’
B« Karsale 4 0.47 385  1.64 420.27 24(-.94 22 Q.14 119 051 "40.31 264,29
(2.48) {1.0c) {0.74) (0,34,
" 9. Nedhya 5T  0.29 391 0.85 549.43 193.10 41  0.14 367 0.80 795.12 471443
Pradesh - (1.73) (C.91) (Q.L1}) ) (0.86}
10, Maharashtre 253  0.45 625 1.13 146.25 151.11 11, 0,20 402  0.73 252.63 265.00
(2.20) (0.68) {0.99) D {0.84) ) o
11. Grisss 27 0.16 182 0.76 574,07 375.00 25 0. 3 192 (L0 668,00 43%.3%
(1.15) (0.66) {1,06) {0.70) .
12: Rinjab 64 0.37 198 1.35 209.38 264.86 51 0.30 18%  1.25 258.82 315.67
{1.76) {0.71) {1.40) {0.66)
13. Rajesthan 45 0a24 2%% 0.82 417.78 241.67 30 0. 6 163 0.84 510.00 %0000
(1e44) (0.67) (0.96) {0.53) ,
14. Temillede 124 0.38 456  1.02 267.74 168.42 €6 0.30 478 1.07 397.92 256.067
{2.10) {0.82) {1.62) {0.86} ’
. 15. Uttar 167 0.24 655 0.69 294.01 187.50 143  U.20 545  0.58 281.12 $90.00
Pradesh {1.60) {0.81) (1.44) {0.87) <
16. Weot 116  0.37 445  0.92 286.21  43.65 94 0,30 518 1.06 451.06 . 25345%
Bengsl {1.65) (0.82) (1.34) (0.95)

Source: Combined Finence and Revenue Accounts of Union end State Governments

1960-61 end 1375-76.
Notes : 1. TE=Total Expenditurej

2. Pigures in brackets indicete percenteye to

3. Flgures under the celumn

relates to “960~61 and 1967-68 respectively.

PE = Percapite Expenditure.
total Revenur; <xpenditure.

for the yesr 1957-%8 for the Statves Gujarat asd Haryans

in -Indis, -Vclp. 195758,

21



the increase in Jail.pbpulatian and provision of additional
facilities. The variations iﬁ the jall expenditures may be due

o the variations in the above sald facts between the states.

C. Cost of collection of Taxes

The expenditure on collection of taxes represents the
charges incurred in respect of collection of various taxes

and duties,

Cel Growth of Cost of Collection of Taxes.

While tracing the growth of spending on collection of
taxes and duties we cone across its upward trend in all most
8ll the selected five periods iﬁ all states as shown in

Table IIT.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 Table III.13 the increase in the tax yield was
got always faster than the increase in cost of colleetion
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 @ll +the states.



@rowth of nom.«, of amvH. nw»au of
' {

Table ITI- 13

Pezon end ‘Tax Yicld 1957-58 o 1977-78

]

14

Fergertage increage/deorease in the

oo5% OF

Ferocentege inorease/dearcass in the fex

States golleetion of saxes dcld
T962-63 1 <8197 7-18 5 A1977=18 1977-18
v < over ove> ovrer nver over . over over over over over
. 1957-58 ' 1962-63 196768 1974~(3  1957~sc ' 145.-53 “1962~63- 1967-68  1972-73 - 172758
1. Andhr.. 4 .
Pradesh 23430 -0.43  51.62 174438 410,75 63.10 5738 'T6.31 182,13 1104.48
2. hssam -19.87 75.64  26.78 158,09  355.27T 200,26 72,56  35.23 120,09 517475 "
3. Bihar 15,06 39491 70,70 60473 341.72 10856  55.22  63.50 103,59 977 A4
4. Gujaret 115,67  155.6F  -£3.83 %5 33 . 102,98 101.43 133,55  14B4.5 = -
5. Herysus 66,66 99,26  215.44 BT 186067 460.45
6. Juuma & .
Kashazir 65442 40,62 TT.TT . 109.37  Tu1.57 117,68 114,09 151,59  156.31 2900,98
7. Zermataka 16.41 62,82  183.72  47.45 693,03 84446 95,89 107.56  127.09  1603.55
8. Kersla 43.75 97.10  81.37  96.89 911.80 89.17  115.20  53.96 157.68  1515.14
9. Madbys Pradesh 15,22 53,88 42.42 124.65 469.85 5357 94,96 74439  134.86 1128.75
10, kahageshirs 0.64 127,74 124 22,63  164.60 6426 115457  79.95 135,37 870.32
11. Origss 22.54 80,00  28.23 131.55 558.33 106.65  B1.42 65,02  109.58  1196.74
12+ Punjab 28,23 ~35 .47 89.09 39.64  118.82 73.67 4744 118.35  114.54 1099.59
13. Rejasthan ~4%,22 72401 Tese95 B85.+45 235 .52 T3%.00 84415 650465 130.64 1G30.5%
14. Tamil iadu -40.09 73430  113.56 56454  247.97 #.57  109.66 103,11 62.45  1066.21
15+ UttarPradesh 10,36 88,70  14.11  112.58  405.24 7561 7491 43.69  164.19  1066.23
16. %est Bengal 16,29 48,26  42.70 75,30 3¥1.36 63.12  T7.60 60.93 98,23 852.04 .

5

N

Source: Appendix Table f.14
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But it should be 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 bé 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 o take into account
the ratio of cﬁst of collection of taxes to tax yield. Table
I1I.14 pres@ﬁﬁs the ratio of cost of collection of taxes to

tax yield.

As seen from Table III.14 though there were occagionel
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"5é the ratio of cost of collection to tax yield varied
from 10.63% in Andhra Pradesh to 37.25% in Jammu & Kashmir.
But in 1977-78 this ratio substemtielly dropped in all statep
and the lowest 1e§el of it was 2.37% in Punjab end the highest
level was 16.0%% in Orissa. This fall in the ratio of cost of
collection fo tax yield symbolizes tée efficiency of the

gtates in the collee%ion of taxes.

The above anslysis of the growth of cost of collection

of taxes sheds light on two points; () cost of tax collection



Table I1I-14

Percentage of Cost of Oollegtion of Taxes and Duties to fex Yields

4
g

States 1957= 1958= 1959= 1960< 196/~ 1942~ 1263~ 1964~ 19G5= 1966~ 1967= 1368~ 19595 1970~ 1971= *wqmt“ﬂmqu: $ 974~ 1975= 1976~ 1977~
58 - 59 60 61 6z 63 64 65 66 67 - 68- 69 70 VR &4 75 0 14 T 76 7 T8

Andhrs .
I.adesh™ 0463 10,60 10273 5,09 15425 Gel& 4,36 4 51 4484 4.93 5.08. 4 10 551 4489 7435 4463 4,33 3.99 4.36 4.76 4.50
Assam Aanh $1472 12413 15,70 9,54 8442 789 7T.T4 B8.T4 855 B.47 10.04 .onw» 0.95 9.02 B.22 9.T4 11.00 T.51 7.98 08,32
Bihart 20439 19,01 13.97 16,70 16,01 1125 12,59 11.35 12.05 11.33% 1014 9412 10,57 13.14 11.64 10.568 1079 6,49 Te34 €.87 B.36
Gujarat 11.30 4443 9.25 10.46 9,93 11.12 10,058 9.83 11,50 1115 10,22 11.24 12.47 12,62 11.0% 10,03 ‘o.@w 246
Hrryuna .. " . 4.66 4.66 3.8 .07 F.62 3.34 356 2.34 2,76 2.79 m.mq m.mm
Jammudk - -
Keshmir 37.25 29.41 19.08 28.07 27.12 29,09 19.55 19.04 20.25 21.01 19,10 17.60 15.35 14.92 15.17 13.50 12.93 12.83 16,50 17.23 ao'm»
Lerng- .
teka 17452 12,54 1148 23,49 16.13  Te26 6.72 6.58 6496 6482 6.04 6407 6.05 6,50 €52 Be19 6440 5463 5428 5.31 5.36
Kerede 10090 1040 84,69 B492 B.42 3428 Ted2 5.T6 To13 T35 Te58 ToH n.Wm 9,37 Yed3 B33 F4U8 Bebl TeB3 Tod8 6.82
Medhye -
Pradesh 15481 14.82 17.62 15.00 13,10 11,84 9.80 G.02 9.54 9.57 Ge34 3+80 887 8440 8a173 Te63 8451 804 £.32 6,73 7.33
Mebara- ’
shtra 1476 18428 15.99 15.27 1640 15.%8 1346 13,59 14457 15447 1477 15424 14477 1672 17.3C 8431 7.27 5.%4 4.83 4.79 4.33%
Orissa 31257 22414 1544 20.11 16.51 18.72 16.38 12,11 20.86 20,34 15.57 18.30 1763 15.71 16.95 14 .51 16.87 17.01 15.07 15,67 16.03
wguwﬁ .—W.O.- .._N-N# daoNv ._Nom.ﬂ A‘_cO# memo mob.u W.Qu m-&,.w A.-ma. #.NO U».NQ womm u-mc Basl W-E womm w-m& N-.NN 2452 237
Raejag-
then 3116 15.02 12.07 14.47 12.46 10.58 9.49 3,24 9.39 9,91 9,39 10.40 10.44 9.3% 9.56 11.01 9.33 10,72 9.48 9.0 &.85
Tenal . ,
Nedu 13452 15.6% 12.49 14,40 6.76 4480 4,33 4.10 4,39 4,34 397 4.39 4.34 h.wo. 432 4417 4.15 3.8T7 3.77 3.91 4.0%
Uttar - ,
Pradegh 19,01 1607 1340 16.60 13,67 11.95 12436 14415 15.07 134535 12489 12491 13.27 12,46 12,53 10,23 G.58 1625 T4 7474 8423
Viest . .
mmbmmw 15,72 12640 10460 12.26 G430 Ga49 8,21 TuB4 To02 6485 7T.92 8417 8.24 759 8422 7.03 677 5421 5.70 5.74 6.22

Sources Appendix Table £.14
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had increased with the tax revenue in a1l the states; (b)

the propqrtionatelincrease 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 R5.8377 lakhs Orissa spent ‘B5¢134% lakhs in 1977-78
whereag Punjab spent only 558 lakhs to collect Rs.235121lakhs
as tax reveaue in the same year. Likewise the tax yields of
Assam, Bihar, MHadhya Pradesh are individuvally lower than that
of Punjab. But these states spent far more than Punjab. The
tax yield in Uttar Pradesh was just 50% higher than that of
Punjab. But its cost of collection was gix 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 statess. The ratios are tco low in

Lndhra Pradesh, Gujarat, Harysna, Maharashtra, Funjab and
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Tamil Nadue Dq the weaker states have higher fixed costs?
The differgncef%hgﬁrélative efficiency may be explained in
terus of (i) higher fixed costs and (ii) tax base. The wesker .
states such as Bihar, Madﬁya Pradesh, Rajasthen and Uttar
Pradesh are bigger states. So they may have vast administra=-
tive net work leading to higher fixed costs. The higher fixed
coste coupled with their narrow tax base owing to their back-~
ward condition might have boosted up the cost of collection

in the wesker states.

Another questién that crops up here is why the states
had higher cost ratio in the initial years. The tax yield
night have been less end 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.

COKCLUSIONS

The relative positionsof the states in terms of their per-
capita expenditure remained stable over the 21 years.

The percapita expenditure on Aduwinistrative Services was
highest in Jammu & Kashmir during the period of our study.

The states Assam and Punjab stood next to Jammu & Kashmir.
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Mostly the weaker states had lower levels of percapita

expenditure while-the developed states had higher levels.

Over the twenty-cae years from 195758 to 1977-78 the per=
cepite expenditure increased in the range of 260.37% in Madhya

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

constant 1960-61 prices the percapita administrative expenditure

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

and by 59.07% in Jammu & Keshmir at constant pricés.

The inter-state variation in the percapita expenditure on
Administrative Services increased over the twenty-one years.
Though there occurred & tendency towards convergence in

1977-78 the disparity is still wider.

The relative proporiion of toftal revenue expenditure devoted
to adnminisirative experditure came down contimuously in all
the states during the twenty-one years period. The 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.

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. This shift in

the total administrative expenditure in fevour of police,
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Administration of Justice and Jails reveals the severity of
law and order problems in the states., In the weaker siates
like Assam, Bihar, Nadhya Pradesh, Rajesthan, and Uttar Pradesh
the shift in thg administration expenditure towards maintenance

of law and order was phenomenals

Between the two services the disparity in the percapita
expenditure levels is smalier in the Maintenance of Law and
Order than in general administration. The disparity tends to
narrow dowa in the expenditure on maintenance of law and

order while in the other service it is widening..

The claim of the expenditure on police in total expenditure
charged to revenue decreased in all the states. The varistions
in the percapita levels among the states tends to narrow

down. The border states Assam, Jammu & Kashmir, Punjeb,
Rajasthen and West Bengal had relatively higher percapita
expenditures obviously due to their proximity to hostile

neighbours.

The growth of tax yield was higher than that of cost of
collection of taxes in &l states. Even if the cost of tax
collection increased the ratic of cost of collection to tax

yield decreased in all the states during the period under our

‘review. Though all the states improved their efficieuncy in
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tax collection huge differences are there in their relative
efficiency. The deveioped states are far more efficient than
the weaker states 2s indicated by their respective ratios of

cost of collection of taxes fto tax yields.



