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CHAPTER 

INTRODUCTION 

In the developing countries public policy has been 

increasingly used to bring about desirable changes in income 

distribution. This is reflected in the attempts of the governments 

to define the goals of public policy as growth with social justice. 

Such attempts have also attracted the attention of economists 

who have tried to develop theoretical frameworks which would 

reconcile "growth" with "redistribution". This is evident from the 

plethora of empirical as well as theoretical studies which have 

been published in recent years on this subject. Many of these 

studies have recognised the role of government's fiscal operations 

in influencing the pattern of income distribution. 

1.1 Income Distribution in Economic Theory 

In the literature on economic theory we can identify 

two schools of thought on income distribution theory. One school 

of thought (leaving aside the work of Pareto, Gini and Lorenz), 

covering classical (including Marx), neo-classical, Keynesian and 

post-Keynesian economists concentrated its attention around 

'functional' distribution i.e., the national output being apportioned 

among the factors of production. The other school of thought 
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is mainly concerned with personal distribution of 

income. 

The mechanisms of functional distribution of income 

were explained by using concepts like subsistence wage (Ricardo), 

surplus value (Marx), marginal productivity of factors (Marshal, 

Pigou etc), aggregate demand (Keynes), varying propensities to 

save (Kaldor, Pasenetti) and the degree of monopoly (Kelecki). 

All these concepts have come to be incorporated into three general 

theories of income distribution, namely (1) the classical, (2) the 

neo-classical and (3) the post-Keynesian. 

The contribution of Ricardo and Marx mainly constitute 

the first theory. According to the Ricardian dynamic model 1 

growing population will keep the subsistence wage constant. Capital 

accumulation takes place due to profit motive and finally a 

'stationary state' would materialize where wages absorb total 

product net of rent. Marx also accepted the subsistence wage 

phenomenon but he maintained that accumulation takes place due 

to competition among capitalists. The surplus value which depends 

1. G C da Costa, Production, Prices and Distribution Neo-
Classical and Classical Systems (New Delhi: Tata-McGraw 

Hill, 1980), pp.339-40. 
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on the 'organic composition of capital' determines the rate of 

exploitation of labour by capitalists. In the long run, profits would 

fall and also the means of production would be transferred to 

the State through a popular revolution. Only then it is possible 

to bring about a more equitable distribution of social product. 

In spite of certain limitations of this theory, in the present day 

world, in terms of complex social structures and the partiCipation 

of the State in economic development, it signifies the awareness 

among social scientists of the role of the State as a redistributive 

agent. It was Karl Marx who first brought this phenomenon to 

the attention of social scientists. 

The neo-classical economists maintained that given the 

level of technology, distribution of income would be determined 

by the marginal productivities of factors of production and factor 

intensities in turn depend on relative factor prices. This is a 

micro economic analytical framework in the context of perfect 

competition but has been integrated with macro economic theory 

through aggregate production functions. Structural heterogeneity 

and non-market economic activities in developing countries go 

against the implicit 'homogeneity' assumption of this theory. 

For the post-Keynesians, distribution of income is a 

function of aggregate demand. It is determined by how the 
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capitalists and wage-earners use their incomes, viz., whether they 

save or consume. Two basic propositions of this theory are: 

(I) stability in capital output ratios and (2) constancy in propensi

ties to save by capitalists and workers. High unemployment rates 

and political and institutional instability could affect the propensity 

to save of the entrepreneurial class in less developed countries 

and make the process of accumulation, growth and distribution 

overlapping and unclear. 

All these theories are not comprehensive since they 

ignore three important factors, namely (1) lack of homogeneity 

in social, political and economic structures in developing countries, 

(2) they deal with functional income distribution while personal 

income distribution has far greater significance and (3) they consider 

the State as an agent which acts ex-post with regard to income 

distribution whereas in the present day world ex-ante actions of 

the State influencing distribution of income are more important. 

They also assume certain relationships between functional and 

personal income distributions. For example, (1) larger the indivi-

dual's income on average, the smaller the proportion that is derived 

from wages and salaries and as a loose corollary, (2) any measure 

that increases the labour share of the functional distribution will 

increase the equality of personal one. Bronfenbrenner using the 
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USA data for 1953 showed that both these propositions were only 

hal f truths.
2 Since personal economic status is influenced by 

various socio-economic factors we cannot use the macro economic 

concepts of 'wages' and 'profits' to explain the distribution of 

income and wealth in any society. 

The second school of thought supports personal income 

distribution. The shift in interest from functional to personal 

3 income distribution over the past decade coincides with changes 

in the thinking on the theory of development itself first from 

'growth' to 'growth with equity' now. Functional distribution 

fits well into the 'growth' process but is inadequate in explaining 

inequalities in personal income. A person may be getting capital 

income and at the same time be working for wages. Economists 

are still working on how to integrate various factors that explain 

size distribution of income.4 

2. M Bronfenbrenne~ 
Macmillan, 1971). 

Income Distribution Theory (London: 

3. G S Sahota, "Personal Income Distribution Theories in Mid-
1970s", Kyklos 30 (1977): 724-40. 

4. G S Sahota, "Theories of Personal Income Distribution: A 
Survey", Journal of Economic Literature 16 (March 1978): 
1-55; and H F Lydall, 'Theories of the Distribution of 
Earnings", in The Personal Distribution of Incomes, eel. 
A B Atkinson (London: George Allen and Unwin, 1976), 
pp.15-46. 
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Broadly, there are two approaches to this problem. 

One is the human capital approach and the other, the environmental 

and family status approach. for the former, inequalities are man 

made while for the latter inequalities are created by society. 

Stochastic and genetic ability theories have not made much progress 

because of inherent difficulties in testing their hypotheses. 

Basically all these theories discuss only the supply side to the 

neglect of demand side. Sahota and Rocca have tried to bring 

together these two aspects of personal income distribution. 5 

Research on these lines is encouraging though it has not yet been 

possible to develop a comprehensive theory of size distribution 

of income. 

1.2 Theories of the State 

used 
Since government policies have been / to influence the 

distribution of income, the role of State (government) in this field 

has come to be theorised. 

5. G S Sahota and C A Rocca, "An Inter Regional Multi-
sectoral Model of Growth and Distribution in Brazil"~ Abstract 
presented at the Annual Convention of the Eastern Economic 
Association, 1977, cited by G S Sahota, "Theories of Personal 
Income Distribution : A Survey": 33 
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The classical economic thought may be considered to 

be predominant between 1776 and 1870. The main features of 

it can be found in the writings of Adam Smith (who, of course, 

was the most prominent classical economist) and in those of J S 

Mill, J B Say, McCulloch etc. The 'classical' notion of the role 

of the State (government) in a society/economy can be best under

stood in the intellectual and institutional milieu of 18th and 19th 

centuries. While the institutional basis for classical economics 

was rapid population growth, emergence of nation states, industrial 

revolution and bourgeoise society the intellectual basis consisted 

of natural law supporters, phisiocrats and mercantalists. 

The functions assigned to the State by the classicists 

were only an extension of the nature and level of economic theory 

during their time. The core of classical economic theory was 

that while the society should be protected from external aggression 

and internal disorder, economic functions should be left to the 

initiative of the individual since he knows what is best for him. 

When each individual is motivated by the desire to increase his 

welfare, the welfare of the society as a whole would also increase. 

The underpin of this line of thinking is that the sum of individual 

welfares will necessarily add upto social weI fare. 
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The main thrust of classical economics was to limit 

the functions of the State and ensure natural liberty of the indivi-

dual. In economic theory this was reflected in the support for 

a market oriented economy. Adam Smith's attack was against 

the mercantalists who advocated State control over commerce 

and industry in order to have a strong export oriented economy. 

The functions assigned to the State by the classicists were by 

no means rigid. Though in general classical economists did not 

advance explicitly any economic principle for the intervention of 

the State in the economy, in the writings of some classicists like 

J B Say and J S Mill we find a note of recognition of the concept 

f I" 6 o externa lues as the logic behind supplying public goods. 

By the end of 19th century the size and composition 

of government were left to the political 
7 

process. With the 

emergence of 'marginalism', French, Italian and English economists 

moved away from normative questions to positivist philosophy. 

6. W J Baumol, Welfare Economics and the Theory of the State, 
Reprint edition (London: G Bell and Sun Ltd., 1967), 

pp.185-92. 

7. A Wagner, "Three Extracts on Public Finance, 1. The Nature 
of the Fiscal Economy", in Classics in the Theory of Public 
Finance, eds. R A Musgrave and A T Peacock (London: 
Macmillan, 1967), pp.I-8. 
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The functions of the State disappeared from public finance litera-

ture and the intellectual debate came to be confined to the question 

of how the costs of different functions should be covered. The 

writings of A C Pigou, Hugh Dalton, Bastable and Findley Shirras 

8 were examples of this change. As classical political economy 

yielded to neo~lassical economics there was a gradual decline 

in the theoretical contributions to and debate on the problems 

of the public sector. Market as a clearing house (institution) 

became the corner-stone of neo~lassical economics. Price 

mechanism was thought to be the most efficient mechanism to 

determine the value of goods and factors of production. 

General equilibrium framework which was introduced 

by Walras and mathematically formulated by Debreu, Arrow, 

Koopmans and Samuelson completed the neo~lassical/modernl 

mainstream public finance model. Known also as normative public 

finance, this approach deals with the breaking down of the market 

mechanism and the appropriate government responses to restore 

Pareto optimality in production and distribution (consumption) 

of goods and services as and when that happens. State intervention 

8. Baumol, 
p.194. 

Welfare Economics and the Theory of the -State, 
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becomes necessary when the conditions of optimality are not 

fulfilled (say, due to externalities in consumption and/or production) 

or distributional questions (which are taken for granted as the 

necessary conditions for Pareto optimality) become the primary 

concern of public policy. The neo-c1assical concern was mainly 

with how the costs of public expenditures should be distributed 

among the individuals to minimize absolute sacrifice/burden in 

the society. In other words, neo-classical interest in general was 

with the tax side of the budget based on the ability to pay 

approach. 

While continental writers of the neo-classical school 

paid little attention to public expenditures (rightly so given the 

stable economic situation and standardized budgetary operations 

in Britain) Italian writers of the 19th century paid equal attention 

to both sides of the budget because of low standards of public 

administration and uncertain public revenues. They had to devise 

rules for the guidance of government authorities. They insisted 

that social choice must be based on individual choice. Collective 

decisions of the public sector must reflect individual preferences. 

The logic of marginal utility theory was applied to public sector 

by Sax, which in terms of a prescription maintains that the -public 

sector should be organised in such a way that the aggregate private 
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sacrifice occassioned by the last dollar of taxation equals the 

aggregate private benefit occassioned by the last dollar of public 

expenditure. But the operational content of this prescription 

remains till today, rather empty. 

This kind of general equilibrium approach was further 

developed by Knut Wicksell. He proposed to utilize market type 

solution for much of public sector decision making. The size and 

composition of public outlay were to be determined by linking 

specifi~axes to speci fic expenditures. According to this approach 

tax and expenditure packages would be voted upon simultaneously. 

What was evident in all these neo-classical writings was the concern 

with the problem of how to mobilize revenue to meet government 

expenditures or how the public outlays ought to be financed (and 

not with the determination of proper functions of the state). 

The functions assigned to the State by the ~ lassicists remained 

unchanged even during the neo-classical period. This may be 

because during the 19th century, budget making and public policy 

were relatively stable and standardized especially in Britain under 

Prime l\1inister Gladstone. There were no crises which warranted 

special attention by economists. As pointed out earlier, budget 

making was largely left to political and bureaucratic decisions 

during that period. 
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As against the relative neglect of the State by the 

neo-classical economic theory, the seminal contribution of J M 

Keynes brought the State to the fore-front of economic policy 

making. State was given a prominent position in establishing 

and maintaining full employment and economic stability. The 

emphasis was on the expenditure side of the public budget. Budget 

deficit which was till then considered as unwise had come to be 

justified as a sound public policy to restore effective demand to 

a level compatible with full employment of labour and productive 

industrial capacity. Once again the question of "Why a State' was 

not the point of interest. The role of the State was to restore 

full employment equilibrium through public policy. State interven

tion in the economic system may be recurring or continuous since 

supply need not always create its own demand. But the Keynesian 

contribution, both in theory and practice, in effect had relegated 

the concern with the question of economic logic behind different 

government outlays to a secondary position. 

During 19505, in the wake of post-war reconstruction 

resource allocation by governments between competing projects/ 

areas/sectors became an important issue. The analysis of cost 

and benefit of public investment in terms of private opportunity 

cost attracted the attention of welfare economists. The concern 

with externalities In welfare economics was carried forward to 
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fiscal theory. The various functions assigned by the classicists 

to the State were tried to be explained through the existence 

of externalities in public goods. The reason for any government 

to provide certain types of goods is that the private sector cannot 

be depended upon to supply them satisfactorily. The explanation 

given for this deficiency in the recent writings on welfare 

economics rests on the theory of externalities. The analysis is 

therefore entirely in the same spirit as the theory of the State. 

It is interesting that Baumol has found some references 

in the writings of classicists such as J B Say and J S Mill and 

neo-classicals such as Sidwick to the principle of externalities 

as the basis for certain functions to be performed by the State. 

Thus the methodology of welfare economics is useful in interpreting 

the classical notion of the role of the State though the conclusions 

of welfare economics based on neo-classical inter-personal utility 

comparisons are questionable. Com meting on the existing state 

of welfare economic theory Baumol says, "Nevertheless, the fact 

that categories like 'external economies' and 'external dis economies' 

remain largely empty economic boxes prevents any further applica

tion of welfare theory as it stands now".9 

9. Ibid., p.207. 
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Public choice theories are an attempt to explain the 

role of the interaction between the rulers and the ruled in making 

public policy. This approach is an attempt to apply neo-classical 

economic theory to analyse the behaviour of elected representatives, 

bureaucracy and voters. While the demand models of public choice 

theory emphasize more the analysis of the behaviour of the ruled 

(citizens), the supply models stress the role of the rulers (govern

ment). These approaches deal with how government policy is 

formulated rather than the economic principle behind government 

expenditure programmes. The state (government) is viewed 

as an organization with which the citizens exchange their voting 

power in return for public or collective goods and services. 

Pressure groups have an important role in these theories. To a 

large extent public policy is determined by the influence of 

these pressure groups. One important contribution of public choice 

theory is that it demystifies the State as a political institution. 

The radical approach to the working of the State can 

be found in the writings of Karl Marx. While both the neo

classical and public choice theories are ideologically capitalistic 

in nature; that the underlying economic forces have a significant 

effect on State policies is the main theme of the traditional 

Marxian analysis of the State. The society is divided into two 
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groups - the capitalist and the working class - both with mutually 

conflicting interests. The logic of this theory is deterministic. 

The State is created, maintained and governed by the particular 

structure of the economy. The functions performed by the State 

are determined by the basic economic structure or the production 

relations existing at that time in the economy. The State is an 

"executive committee" for managing the common interests of those 

who own and control economic forces of production in any society. 

private 

The State 

mode of 

legitimatizes the 

product ion through 

consolidates the existing 

its expenditures. This 

legitimatization is carried out through legal institutions, laws, tradi

tions and customs which favour only the interests of the economi

cally rich. Thus all the policies and programmes formulated and 

implemented by such a capitalist State though may appear as pro

poor and pro-working class and sometimes even anti-rich, are in 

their actual operation and effect serve the interests of the 

capitalist class only. To sustain or maintain the State which 

performs this function towards the continuance of a particular 

socio-economic form which is conducive for the production of 

surplus labour, a portion of the surplus value is passed on to the 

State in the form of tax payments. The State aligns itself with 

the capitalist class in the economy in this manner. 
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1.3 functions of the State in Economics 

Both classical and neo-classical economics did not 

assign any prominent role to the State in economic matters. 

Keynesian economics, however, made amends to that. State was 

given the important role of maintaining economic stability. In 

post-Keynesian economics, the functions it came to perform became 

wide ranging. Musgrave has delineated three such functions of 

the State. They are: (1) allocation functions, (2) distribution 

function, and (3) stabilization function. 

Of all these functions, Musgrave argues that in most 

cases 'distribution' could be the most important objective. Even 

within these distributional aspects, attention is shifting from tradi-

tional concern with relative income variations, overall income 

inequality and concentration of incomes at the top of the distribu-

tion to very low incomes to the people at the bottom end of the 

d o °b ° 10 Istn utlon. Keeping in view this interrelationship between 

public finance and income redistribution, Musgrave defined the 

concept of 'incidence' in terms of distributional changes. Thus 

the 'distribution function' fits neatly into the Musgravian concept 

of incidence. 

10. R A Musgrave and P B Musgrave, Public finance in Theory 
and Practice (New York: McGraw-Hill, 1973), p.12. 
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Regarding the scope of this function, Bird points out 

that at least in the more advanced of the developing countries 

there appears to be considerable scope for affecting redistribution 

through the fiscal system if the countries want to do so. 11 The 

only question is how efficiently they can perform this function. 

Fiscal incidence studies are also becoming increasingly popular 

in Latin America and Asia. 

1.4 fiscal Incidence in What Context and Why 

The relevance of fiscal incidence studies should be 

viewed in the context of continuing controversy relating to the 

objectives of 'growth' and 'equity'. Development economists who 

support 'growth' objective believe that the fruits of growth would 

automatically 'trickle down' to the Jess fortunate sections of the 

. 12 
society. Their logic is based on two arguments. first, 

redistribution of income and wealth would stifle savings, reduce 

11. R M Bird, 
Development 

"Public Finance and Inequality", 
11 (March 1974): 2-4. 

finance and 

12. W A Lewis, 'Economic Development with Unlimited Supplies 
of Labour", Manchester School of Economic and Social Studies, 

22 (Mav 1954): 139-91; and W A Lewis, Ii· De;elopment 
and Distribution" in Employment, Income Distribu-
tion and Development Strategy, eds. A Cairncross and 

M Puri (London: Macmillan, 1976), PP.26-42 
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capital formation and retard growth. After studying the Latin 

A · Cl· 13 mencan case, me concludes that the decline in savings 

because of a redistribution programme giving a level of equity 

existing un UK, would not be significant. This led Colman and 

Nixson to conclude that "the impact on savings of a radical income 

distribution would thus vary but Wluld not be as drastic as is 

usually assumed, given that other major sources of savings (govern-

ment savings, the retained earnings of incorporated enterprises 

14 and foreign savings) would not be adversely affected". As a 

Corollary Cline points out that vast majority of populations of 

Argentina, Brazil and Mexico would benefit if the strategy of 

redistribution with slower growth is opted for. It is now argued 

that redistribution may in fact create th~necessary conditions for 

15 
rapid economic growth. 

The second argument of the growth economists is based 

on the famous inverted U relationship between growth and 

13. W R Cline, Potential Effects of Income Redistribution on 
Economic Growth: Latin American Cases (New York: Praeger 
1972). 

14. D Colman and F Nixson, Economics of Change in Less Deve
loped Countries (Oxford: Philip Allan, 1978), p.68. 

15. N L Hicks, "Is There a Trade Off Between Growth and Basic 
Needs?" Finance and Development 17 {June 1980): 
17-20. 
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i I" 16 nequa Ity. Kuznets himself cautioned economists against drawing 

conclusions from historical experiences of developed countries and 

blindly applying them to contemporary developing countries. But 

economists continue not to heed his caution. The process of 

equalization of inequalities assumes that higher the rate of growth 

greater will be the 'trickle down' to the poor. 

But what is important is that this can take place in 

LDCs only when the State plays an active role as a redistributive 

agent through its taxation and expenditure policies. Socio-economic 

factors control this process to a large extent. In developing 

countries, the transition from an agrarian to an industrial economy 

may not only take too long and but also in the process monopoly 

capital may corner a large part of the development benefits. 

This can happen because pressure for greater equality normally 

does not come from the bottom (or the poor) but from the top 

and political parties in power are unlikely to implement poliCies 

which produce a distribution of income less favourable to them 

and their supporters. Myrdal points out that social inequalities 

do not exist in isolation but result from economic inequalities 

16. S Kuznets, "Economic 
American Economic Review 

Growth and Income 
45 (March 1955): 1-28. 

Inequality", 
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and in turn reinforce them, and thus both are a cause and a conse-

17 
quence of poverty. Weisskoff and Wolff explain this in terms 

of sectoral interlink ages and conclude that inequalities could level 

18 
off even at a very low level of development. Empirical research 

going on in this field indicates the important role of the state 

" h d" "b " 19 In t e re Istn utlve process. 

Given these limitations of the 'trickle down' mechanism, 

governments in LDC have modi fied their development strategy 

from 'growth and equity' through 'trickle down' process to 'growth 

with equity' through direct redistributive policy 20 measures. 

17. G Myrdal, The Challenge of World Poverty, A World Anti-
Poverty Program in Outline (New York: Pantheon Book 
House, 1970), p.57. 

18. R Weisskoff and E N Wolff, "The Structure of Income 
Inequality in Puerto RiCO", Journal of Development Eco
nomics 9 (October 1981): 205-28. 

19. V Bornschier, "World Economy, Level of Development and 
Income Distribution: An Integration of Different Approaches 
to the Explanation of Income Inequality", World Development 
11 (J anuary 1983): 11-20; M Braulke, "A Note on 
Kuznet's Un, Review of Economics and Statistics 65 (february 
1983): 135-39; H B Chenery, "Poverty and Progress: Choices 
for the Developing World", Finance and Development 17 
(June 1980): 12-16; and M Selowsky, "Income Distribution, 
Basic Needs and Trade-offs with Growth: The Case of Semi
Industrialized Latin American Countries", \Vorld Development 
9 (J anuary 1981): 73-92. 

20. H Chenery et al., Redistribution with Growth (London: Oxford 
University Press, 1976). 
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A logical extension of this strategy is the basic needs approach, 

which is receiving cvonsiderable attention in many developing 

" 21 " I d" I d" 22 countrIes, mc u mg n lao Despite all these developments, 

there is still much truth in the criticism of Stewart and Streeten 

when they say that economists are devoting great effort and 

ingenuity to evolve redistributive strategies neglecting the political 

23 
questions of how far these strategies can be implemented. 

With due respect to this criticism, it can be said that 'redistribu-

tion' with 'basic needs' approach is an interesting area of study 

with practical implications. 

The redistributive process is mostly carried through 

budgetary policies (especially in the form of expenditure pro-

21. P Streeten, "From Growth to Basic Needs", Portfolio. IntEf 
national Economic Perspectives 7 (1981): 28-31; P Streeten 
et al., First Things first. Meeting Basic Human Needs in 
the Developing Countries (Washington, DC: Oxford University 
Press, 1981); and H Sang meister, "Statistical Problems of 
a Development Policy Oriented to Basic Needs", in Econom ics 
A Biannual Collection of Recent German Contributions to 
the Field of Economic Science (TUbingen: Institute for 
Scientific Cooperation, 1983), pp.90-108. 

22. A Rudra, The Basic Needs Concept and Its Implication in 
Indian Development Planning (Bangkok: ILO-ARTEP, 1978); 
and Centre for Development Studies, Proceedings and Papers 
of Seminar on the Basic Needs Approach to Indian Planning 
(Trivandrum: n.p., 1980). 

23. F Stewart and P Streeten, "New Strategies for Development: 
Poverty, Income Distribution and Growth", Oxford Economic 
Papers 28 (November 1976): 381-405. 
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24 
programmes) Logically when we carry forward this discussion 

into the realm of public finance we observe that while the 

theoretical discussion remained mainly at the free market level, 

statistical calculations relating to the redistributive role of fiscal 

tools have been more on the tax side to the relative neglect of 

public expenditures. But as one can see, the impact of public 

expenditures is significant under the 'basic needs' approach. It 

is realised that taxation can at the most make the rich poorer 

b h . h 25 ut not t e poor riC ere To quote a former governor of World 

Bank McNamara, "Shift in the patterns of public expenditures 

represents one of the most effective techniques a government 

26 
possesses to improve the condition of the poor". The expenditure 

side of the budget influences the source side of household income 

and thus has far greater effect on poverty and inequality than 

27 
taxes which influence only the use side of household income. 

24. Luc de Wulf, "Do Public Expenditures Reduce Inequality?", 
finance and Development 11 (September 1974): 20-33; and 
R A Musgrave as cited by M Urrutia and Clara Elsa de 
Sandoval, "fiscal Policy and Income Distribution in Colombia", 
in Income Distribution in Latin America, ed. A foxley (London: 
Cambridge University Press, 1976), p.228. 

25. Bird, "Public finance and Inequality",: 4. 

26. R McNamara, quoted in Wulf, "Do Public Expenditures Reduce 
Inequality: 20. 

27. C Rangarajan, "Taxation as a Tool of Redistribution in 
Developing Economies", Economic Development and Cultural 

.-~~~------~----------~----~ Change 19 (january 1971): 253-56. 
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In redistributing income the source side impact is more 

important than the use side since the problem involved is essentially 

one of income generation rather than expenditure curtailment 

(though the latter has its influence on the source side indirectly 

through inflation and real incomes). Inspite of this, public expendi-

tures cannot be treated in isolation because the resources to finance 

them come mainly from tax revenues. The traditional approach 

indicates that a progressive tax structure is sufficient to bring 

about redistribution. But "a highly progressive tax system combined 

with an expenditure system that distributes expenditure benefits 

to the high income group in the same proportion as taxes, would 

result in a budget that is neutral from a distributional point of 

. " 28 view. What is taken away may flow back to the same house-

holds in such a situation. 

This theoretical proposition which calls for a study of 

the distributional effects of both sides of the budget simulta-

29 neously, was witnessed in practice in Canada, where money 

income distribution by size class remained relatively constant 

28. Luc de Wulf, "Fiscal Incidence Studies in Developing Countries: 
Survey and Critique", IMF Staff Papers 22 (l\1arch 1975): 75-76. 

29. R H Haveman, "Discussion on Fiscal Policy Effects on 
Redistribution", 70 (American Economic Review 1980): 
88-89; and P M Mieszkowski, "Discussion on Fiscal Policy 
Effects on Redistribution", 70 (American Economic Review 
1980): 89-90. 
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over 23 years from 1951 to 1974. In the words of Gillespie, who 

did pioneering work in the field of fiscal (budget) incidence, "the 

constance in the distribution of money income has puzzled most 

observers •••••••• This expansion of transfer programs has not led 

to a reduction in the inequality of income; rather it has held 

30 
that inequality virtually steady". In the Chilean case foxley 

and others have observed that "inspite of the progressive character 

of public programmes, benefits per capita were still higher for 

31 higher income groups". 

Thus taking into account solely ei ther the tax or the 

expenditure system would not give us the true picture of redistribu-

tion in any economy. This is due to the fact that income distribu-

tion is a result of a multitude of factors. for example, ownership 

and earnings from capital on one hand and employment and wage 

levels on the other determine functional distribution. It is altered 

by taxation and social security systems giving personal distribution 

30. I W Gillespie, "On the Redistribution of Income in Canada" 
Canadian Tax Journal 24 (July-August 1976): 419-50. 

31. A Foxley, A Eduardo, 
Effects of Government 
(Oxford: Pergamon Press, 

and J P Arellano, 
Programmes. The 

1979), p.171. 

Redistributive 
Chi lean . Case 
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of income which is mainly a reflection of earnings in monetary 

terms. But this is only a part of the redistributive process because 

the State supplies public (collective) goods and services such as 

education, public health, roads, etc. 

While the functions performed by the State have been 

undergoing a rapid transformation, on the theoretical side, new 

ways of looking at the concept of incidence are suggested. Taxation 

by itself as indicated earlier, need not reduce real incomes available 

for private use. Public expenditure may absorb the real resources 

withdrawn by taxation from the economy. Thus taxation changes 

only the distribution of income. This change is defined as 'incidence' 

Similarly, public expenditures also 'change' the distribution of 

income. 

Musgrave calls the combined effect of taxes and public 

services 'net inCidence'. "In the end it is this net effect (the 

pattern of net burdens or benefits) that matters".32 When we 

try to estimate it, we have to compare the existing budget with 

a 'no government' situation. In the case of taxation, some 

researchers have tried to overcome this pre-fisc problem by 

32. Musgrave and Musgrave, Public Finance in Theory and 
Practice, p.380. 
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substituting the existing tax system with a hypothetical neutral 

tax such as a proportional income tax of equal yield. As Wulf 

comments, this does not make any difference to the numerical 

results. One would get the same results by simply measuring the 

b I ° °d f h such.33 a so ute mCl ence 0 t e system as 

Despite these theoretical limitations, the interest of 

the government and the public is in knowing how an existing system 

is working. Who pays taxes and who benefits from government 

expenditures are matters that are of considerable interest at any 

given point of time in any economy. 

Thus, in an economy where the phenomena of size 

distribution of income and budget are interdependent, singling out 

each factor of change (say tax or expenditure programme) and 

studying its effect irrlivirually in isolation from the other factorfs 

is not adequate to understand the impact of the budget on different 

sections of the society. It is necessary to analyse the incidence 

of both taxation and public expenditure simultaneously in order 

to gain useful insights into the operation of the budget on the 

si ze distribution of income. 

33. Wulf, "Fiscal Incidence Studies in Developing Countries: Survey 
and Critique",: 97. 
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1.5 Fiscal versus Budget Incidence 

The two concepts 'fiscal incidence' and 'budget incidence' 

refer to two different phenomena. Fiscal incidence has a wider 

coverage than budget incidence. The concept of fiscal incidence 

is used in a general equilibrium framework where the effects of 

all government policies (in addition to tax and expenditures policies) 

on economic activity and hence the distribution of income are 

34 analysed. But as it is well known such general equilibrium 

analysis is beyond the scope of any incidence study given the state 

of knowledge in this field. Incidence of even a single tax/expendi-

ture item in general equilibrium terms is difficult to handle empiri-

cally let alone all the other instruments of government policies. 

Besides, the objectives of our study do limit our analysis 

to a narrow partial equilibrium framework. For example, we want 

to know who bears the tax burden and who benefits from public 

expenditure. Our interest is not in the secondary effects of 

budgetary operations but only in their primary effects on size 

distribution of income. Though analytically it is difficult to 

separate the 'original' from the post-fisc distribution, "the 

34. J P Meerman, "The Definition of Income in Studies of Budget 
Incidence and Income Distribution", Review of Income and 
Wealth Ser. 20, 1 (December 1974): 515, foot note 2. 
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hypothetical alternative state may provide a useful reference 

point - as " h h "I d" "" 35 In t e t eoretlca ISCUSSlOn • We thus analyse 

inci<.:ence only in terms of primary effects of the state government 

budget. Even within this limited area we study only those receipts 

and expenditures over which the state government has direct and 

complete control in implementation. This is the basic premise 

of our study. Thus by budget incidence in the present study we 

refer not only to the primary effects of the budget but also 

specifically to the state government budget. However, only in 

terms of concepts and not their economic implications we use 

the terms fiscal incidence, budget incidence and also net incidence 

interchangeably in the present study. This has been done given 

the precedents of the past studies of budget incidence. 

1.6 Purpose of the Present Study 

Reducing inequalities of income at the national level 

has always been one of the objectives of the national five Year 

Plans. Similar interest has been shown even at the state 

35. A B Atkinson and J E Stiglitz, Lectures on Public Economics 
(London: McGraw Hill Book Company, 1980), p.287. 
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government level recently. The present study tries to assess the 

role of the 'State' as a redistributive agent with particular 

reference to the government of Karnataka's policies during the 

fiscal year 1981-82. One of the state plan objectives was "to reduce 

inequality in income and raise the living standard of the lowest 

51 per cent of the population by ensuring for them atleast a monthly 

per capita consumption expenditure (at 1979-80 prices) of Rs.50 

in rural areas and Rs. 75 in 36 urban areas". Given that the 

monetary values of consumption expenditures are similar to 

the poverty line indicators in rural and urban areas respectively, 

the plan objective can be interpreted as the state government's 

intention to tackle the twin problems of poverty and inequality 

through the implementation of Government programmes. Various 

programmes and schemes designed towards achieving these two 

targets are accounted for in the annual budgets of the state govern-

mente Thus we believe that a study of state government receipts 

and expenditures simultaneously will be useful to understand the 

working of the state government in fulfilling its plan objectives. 

In public finance terminology this is known as fiscal (budget) 

36. Government of Karnataka, Planning Department, Draft 
Sixth Five Year Plan, ISl80-85, p.32. 
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incidence analysis. We devote the next two chapters to review 

some of the fiscal incidence studies conducted in other countries 

and discuss certain methodological issues. 



CHAPTER II 

REVIEW Of SOME fISCAL INCIDENCE STUDIES 

Before we present the methodology and findings of the 

fiscal incidence in Karnataka, it will be worthwhile to review some 

fiscal incidence studies conducted in other countries. Such a review 

will provide a useful background for our study and also help in 

understanding various issues relating to the distribution of tax 

burdens and expenditure benefits. 

In this chapter we have reviewed some important fiscal 

incidence studies. for this they have been broadly divided into 

those conducted (1) in the developed capitalist countries and 

(2) in the less developed countries. Each study will be summarized 

in terms of its coverage (of budgetary items), surplus/defiCit in 

the budget allocated to households, distribution and valuation of 

expenditures!taxes and comparisons with the 'original' income. 

The review is by no means exhaustive but will cover those studies 

which are prominent in this field and are available to the resear

cher. We do not offer criticism for each study separately. Instead, 

in Chapter III we have examined critically some of the methodolo

gical and statistical issues of fiscal incidence studies. 
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2.1 Studies Relating to Developed Countries 

2.1.1 To start with, we will take up the studies pertaining 

to the developed capitalist countries. 

2.1.1 The study by Nicholson and Britton 
1 

was conducted 

using published and unpublished data from the Central Statistical 

Organisation of the United Kingdom. The year of reference was 

1972. But using CSO data, comparative net incidence estimates 

from 1957 to 1972 were also derived. Redistribution was inter-

preted as an effect taking place only through instruments of public 

finance and not by way of voluntary transfers. The unit of study 

was 'household' and not 'individual', because the general welfare 

of each individual (eg., a non-earning member of the household) 

was thought to be influenced by the total earning capacity of 

the household and not merely by his own earnings. The methodo-

logical objective of how far the government was able to satisfy 

the collective and individual needs of the people and problems 

of data availability limited the study to a single year analysis. 

1. J L Nicholson and A J C Britton, "The Redistribution of 
Income" in The Personal Distribution of Incomes, ed. 
Atkinson (London: George Allen and Unwin, 1976), pp.313-49. 
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The means versus needs objective was attempted to 

be studied by comparing the income accruing to each household. 

The study attempted to take only 'snap shots' of benefit/burden 

flows. This was another reason for considering only current and 

not life time income of each household. 

Direct taxes were assumed to be non-shiftable and 

indirect taxes perfectly shiftable to the consumers. No attempt 

was made to balance the budget. But after calculating net 

incidence, estimates were simulated by allocating the previously 

unallocated taxes/expenditures using the 'final income' and per 

capita as the alternative distributive series. It was found that 

such an exercise effects net incidence estimates of vertical inequa

lity (especially over a period of time) and not so much the 

horizontal inequality. The income concept used was 'estimated 

normal annual income at the rate current at the time the house

hold was interviewed'. This reflects the means through which 

the needs of the household can be met during that particular period 

of time, including incomes in cash and kind. The combined effect 

of taxes, transfers and other benefits on the household was called 

the 'net tax function'. It was intended to test 'how' this function 

was related to income and household size but not 'why'. - This 

was an attempt to describe the ex-post facto position and help 

in preparing the budget but not a forecasting model of what would 

result if the taxes and expenditures in question were abolished. 
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Vertical and horizontal redistribution estimates were 

made using simple regressions. The former was assessed by looking 

at the slope of the net tax functions (i.e., the extent to which 

net tax raises as original income raises) The variation was lower 

when the 'unallocable' expenditures were allocated by final income 

than on per capita basis. Thus vertical redistribution was rather 

crucially dependent on how these 'unallocables' were distributed. 

It was pointed out that when the proportion of unallocable expendi

tures to income varies between different income groups and house

hold sizes, then introducing the results of allocating the residual 

carries great importance. 

The relative magnitudes of the intercepts for different 

types of households (8 types) give an indication of horizontal 

redistribution. For this purpose dummyvariables were used for 

each household type. For comparison purposes the net tax function 

of non-retired single adult household was the base and other inter

cepts were shown as proportions of this intercept. On the expendi

ture side, only current expenditures were included in the study. 

The study found that an increase in inequality in original income 

was made up by a reduction in inequality due to the government 

fiscal operations. In a comparison of the net incidence results 

for USA and UK it was found that the fiscal system of UK was 

more generous to the poor than the USA system. 
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2.1.2 The study by Gillespie
2 for USA economy was one 

of the earliest fiscal incidence studies and also a comprehensive 

one. The year of reference was 1960. Necessary data were collec-

ted from secondary sources. The concept of 'incidence' was 

described as the change in economic position due to the introduc-

tion of Government. It was assumed that an individual's current 

income position reflects his asset position as well. All Federal, 

state and local taxes and expenditures were considered. Two income 

concepts that can be used depending on the nature of analysis 

of the fisc were indicated. One was 'broad income' and the other 

'adjusted broad income'. The former includes money plus non-

money items and the latter adds government expenditures and 

deducts taxes (paid) from 'broad income'. Broad income was defined 

in terms of money receipts, various kinds of imputed income 

(capital gains, retained earnings etc.), and non-money income (food 

grown and consumed on farm, net rental value of owned occupied 

houses, etc). Effective rates were presented using both the income 

concepts because "there are no grounds for preferring one to the 

other".
3 

2. I W Gillespie, "Effect of Public Expenditures on the Distribu
tion of Income", in Essays in Fiscal Federalism, Ed 
R A Musgrave (Washington: The Brookings, 1965), pp.122-86. 

3. Ibid., p.127. 

, S I: C 1I.~,I.!~Y. !lAm~lotU 
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The impact of surplus/deficit in the budget on income 

distribution was recognized but for all practical purposes a balanced 

budget was assumed. The usual assumptions of shifting were made 

regarding direct and indirect taxes. The study gave more impor

tance to the expenditure than the tax side. For the distribution 

of expenditures, the average cost of providing the service to an 

individual was worked out and the total benefits were distributed 

by households based on their participation rates. Expenditures 

were categorized as general and specific and within specific as 

transfer payments and expenses on goods and services. General 

expenditures were included for distributional purposes on the ground 

that if we leave them out then we do not know which of the 

corresponding taxes should be excluded from the receipts side. 

To distribute these, four alternative assumptions were used. 

costs. 

No distinction was made between capital and current 

Highway expenditures were distributed between highway 

users and non-users. In all the cases benefits were assumed to 

equal the expenditures incurred. Educational outlays were allocated 

to each student over all the three levels of education. Public 

health costs were expected to benefit all the people equally and 

were distributed by the number of families in each income sroup. 

But the cost of medical facilities were distributed by the patients 
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treated in government hospitals. Sewerage and sanitation costs 

were distributed by a weighted average of owner-occupied and 

rentier occupied housing units. Farm related expenses like the 

farm support prices were also distributed. Interest payments by 

the government were included in the study since taxes were collec

ted partly to pay interest on public debt. But only those payments 

made to the people were accounted for and their distribution across 

the households was by the dividend income received and the value 

of savings bonds held. 

The overall (federal, state and local) fiscal incidence 

favours low income, burdens high income and was mainly neutral 

over a wide middle income range households. Tax incidence was 

regressive for the middle income groups. So if we consider only 

the tax side and try to reduce regressivity then we would be 

changing the optimal situation existing over that range. State 

and Local fiscs favoured low income groups and were neutral to 

middle and high income households. These results have important 

implications for fiscal federalism. 

Gillespie recognized what he called the limitations of 

his study. They were, "Among these, perhaps the most ba$ic is 

the assumption that the distribution of earnings before tax is 
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unaffected by the fiscal process. The second is the necessity 

to hypothesize about the shifting of various tax burdens and 

expenditure benefits. The third is the fact that in some cases 

the distribution of particular tax or expenditure items has t9be 

based on data which are not altogether satisfactory. Since it is 

impossible to determine actual benefits derived from public expendi-

tures, expepditures undertaken on behalf of various income groups 

had to be adopted as a less satisfactory, but workable, alternative. 

Finally there was the difficulty of dealing with 'general' expendi-

tures. These can not be imputed readily to any particular group, 

but their exclusion would make it impossible to obtain a net benefit 

series".4 The net distribution was analysed only between income 

groups. Other important variables such as race, sex, age, occupa-

tion etc., were left out. 

2.1.3 
5 

Tucker's study covers all the three levels of USA 

government. Benefits and burdens were distributed by 

decile groups for four years - 1929, 1935, 1941 and 1948. The 

4. Ibid., p.167. 

5. R S Tucker, "The Distribution of Government Burdens. and 
Benefits", American Economic Review 43 (May 1953): 
518-34. 
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distributive series for each year were generated from different 

data sources. It was claimed that in order to overcome, to some 

extent, the misleading effects of differences in definition of income 

and the purchasing power of money, data were presented by deciles 

and not by income groups. Income was defined to include money 

and non-money items. It was observed that between 1929 and 

1948 the tax system had become more progressive while the distri

bution of income more unequal. That means the inequalities in 

income could not be explained solely in terms of tax policies. 

50 per cent of Corporate tax was distributed to households by 

their consumer expenditures and the rest to stockholders. Excises 

and customs taxes were assumed to be borne by the consumers. 

Property tax was expected to be on house owners. In general 

indirect taxes were shifted forward and direct taxes were assumed 

to be borne by the tax payee himself. 

While distributing expenditure benefits, the impossibility 

of deriving a value for the protection of life through police, 

defence etc., was recognised. It was suggested that probably 

expenditures on such items may be distributed in proportion to 

life expectancies by income groups. Benefits 

costs incurred on behalf of the beneficiaries. 

were equated to 

With regard to 

unallocable general expenditures, three alternative distributive 
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series were used: (1) proportionate to income or ownership of 

property, (2) equal per capita and (3) proportionate to consumption 

expenditure. Agricultural department expenses were distributed 

by farm incomes.. The department of labour costs were distributed 

50 per cent by wages and salaries and the rest by wages subject 

to social security. Education costs went to households with children 

below 18 years of age. Federal highway expenses were allocated 

50 per cent by household consumption expenditure and the rest 

by household automobile expenditures.. While aJlocating the state 

and local highway costs, property ownership was also taken into 

account as well as vehicle ownership. Interest payments on public 

debt were distributed among stockholders, insurance policy holders 

and also by liquid assets ownership. On the whole the bottom 

5 deciles received more benefits than burdens. It was found that 

state and local expenditures were more regressive than federal 

expendi tures.. 

2.1.4 Reynolds and Smolensky's study6 also relates to the 

fiscal incidence of USA economy. The basic argument of Reynolds 

and Smolensky for adopting a comparative analysis of three years, 

1950, 1961 and 1970 was that a single year study could not be 

conducted given the problem of defining the 'counterfactual' or 

the original income distribution. They considered four different 

6. M Reynolds and E Smolensky, Public Expenditures, Taxes and 
the Distribution of Income. The United States 1950, 1961, 
1970 (r'\ew York: Academic Press, 1977). 
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counterfactuals and dismissed each since "none of the definitions 

has much operational values".
7 

For them only time series net 

incidence studies were meaningful because they obviate the need 

for a hypothetical counterfactual, though calculations were made 

of benefits and burdens on a year to year basis. Conceptually 

the final income distribution was viewed as determined simulta

neously by public and private activity. 

For each of the years under study, a number of distri

butive series were generated based on data from past studies. 

The objective of their study was to see how the income distribu

tion had changed in the USA from the time of II World War. 

Two income distributions, one with factor income and the other 

with money income as the base were developed. The latter base 

has been criticised on the ground that it already includes transfer 

payments and therefore when government transfers were distributed 

the degree of dispersion in the post-fisc distribution would be 

biased downwards. Due to these problems incidence estimates 

were made using both these income bases. Money income base 

makes the tax system appear more pro-poor in each year than 

the factor income base. 

7. Ibid., p.23. 
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All the non-fiscal policies influencing the original income 

distribution were ignored assuming: (1) that perfectly competitive 

private markets exist, (2) non-fiscal policies in the counterfactual 

situation were appropriate for defining equals and unequals and 

(3) the non-fiscal policies govern the final distribution as well. 

Fiscal operations of all the 3 levels of government and all revenues 

and expenditures were included in the study. No special treatment 

was given to deficit/surplus in the budget. Estimates of net 

incidence were presented by federal, state and local budgets and 

also for the country as a whole. All the private transfers fall 

outside the scope of "redistribution". The aggregate income concept 

used was the net national product (NNP) which was distributed 

across the income groups in proportion to their original incomes. 

For tax/expenditure distribution one standard set and 

three alternative sets of assumptions were developed. They differ 

in the manner how the general expenditures, corporate income 

tax, sale and excise taxes were distributed. Non-tax payments 

were considered as taxes. Tax subsidies and market regulations 

were ignored. Only direct or primary effects of taxes and expendi

tures were considered. Excess burdens and benefits were excluded. 

Capital expenditures were assumed to be stable over time and 

thus were not distributed. 
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Gini ratios were used to compare distributions of income 

in a year and over the years. Regression analysis was used to 

estimate redistribution through the budget. The mean gain/loss 

in terms of dollars was the dependent variable and the mean factor 

income per income class was the independent variable. The slope 

coefficient gives the effective tax/and expenditure rate with respect 

to income. Log linear regressions were also used where elasticity 

greater than unity means 'progessive' incidence. It was found 

that over the two decades between 1950 and 1970 the post-fiscal 

distributions were relatively stable. Tax structure was mostly 

proportional and expenditure benefits went to the lower income 

classes. 

2.1.5 The study of Musgrave, Case and 8 
Leonard was 

conducted for the USA fiscal system with 1968 as the reference 

year. Data were collected from various government and institu-

tional (The Brookings) sources. Some of the data were collected 

during 1968 and others were projected to 1968. The study covers 

8. R A Musgrave, K E Case and H Leonard, "The Distribution 
of Fiscal Burdens and Benefits", Public Finance Quarterly 
(J ul y 1974): 259-311. ____ ---.:'-.:..--""-:...::...:...~;.J.... 
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all the three levels of government. They have rightly pointed 

out that the pattern of incidence was a reflection of the assump-

tions made which in turn depended on the view taken regarding 
one 

the operation of firms and markets or inL word, the economy. 

Despite these limitations, the authors contend that policy judgements 

regarding the distributional effects of various taxes must be made 

in the meantime and though distribution of benefits generated 

by goods and services pose new problems, it can hardly be argued 

that they are beyond comprehension. 

A broad definition of income including money income, 

total corporate source income (before corporation tax) and imputed 

income (such as rental income of owner occupiers) was used. 

Income from capital gains was also counted in. Since this concept 

was crucial to derive effective rates, a very broad based income 

concepqwas used to incorporate all sources of income. Accounting 

method was used in valuing burdens and benefits and only first 

order effects were considered. The impact of surplus/deficit was 

recognised but given the actual tax and expenditure amounts, an 

amount of $ 15 billion was included under the tax side. Part of 

this was distributed by sales tax pattern and part by household 

income in order to balance the budget. The authors say that. given 

the smallness of deficit the results were not affected significantly 
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by the somewhat arbitrary solution adopted here. All taxes and 

expenditures were included on the ground that studying only 
the 

specific taxes/expenditures would not be meaningful unless.Lresultant 

changes by leaving them out was assumed to be so small that 

in consequence those taxes and expenditures have no practical 

signi ficance. 

It was conceded that the pre-tax (original income) 

distribution might be affected by the tax structure. But it was 

assumed that the systematic impact of this on the underlying income 

distribution would not be signi ficant. This could also be interpreted 
time 

as a corollary for not accounting for the varied.L dimensions of 

the incidence of different taxes. The various assumptions of tax 

incidence were grouped into four categories: ( 1) Progressi ve, 

(2) regressive, (3) benchmark and (4) those most appropriate for 

competitive markets. The last two were used also for the expendi-

tures. Given the controversial nature of the incidence of corporate 

tax, a number of alternative assumptions were used ranging from 

distribution by consumption expenditure to dividend receipts. 

Charges on public services were considered as taxes and distributed 

in the same manner as the 00r0:ri of sales taxes. 

In general, personal income tax was most progressive. 

The tax structure which was invariant, in terms of incidence, to 
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the alternative assumptions showed more or less proportional pattern 

over almost 70 per cent of the population. Federal tax structure 
at 

was more progressive than !the state and local levels. The income 

concept used was one of total income which includes money income, 

imputed income and transfer payments. It was pointed out that 

tax progressivity (to that matter expenditure regressivity) depends 

on the underlying original income distribution such that the nation-

wide tax (expenditure) progressivity (regressivity) may not reflect 

the area-wise progressiveness (regressiveness) of the tax (expendi-

ture) structure. 

Expenditures were divided into: (1) directly allocable 

(education, health, etc.), (2) transfer payments, and (3) general 

expenditures. Three alternative assumptions were used for distribut-

ing the last category of expenditures. It was assumed that in 

all cases benefits generated would equal the costs incurred on 

behalf of the recipients. There was no clear indication of the 

role of capital outlays but it appears that they have been equated 

with current expenditures because while distributing educational 

expenditures it was said that they include both building and salary 

costs. Distributional effects of expenditures in terms of wage 

increases etc., were ignored assuming that they do not change 

the distribution of original income to any large degree. Interest 
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payments by the government were distributed to households earning 

interest income or owning equity (shares) in institutions which 

receive interest payments from the government (eg., insurance 

companies). Though the tax structure was more or less propor-

tional, regressive expenditures give us a regressive net benefit 

estimate. Two estimates of net benefit rates were computed; 

one for the removal and the other for the introduction of the 

government. Both convey the same message. It was noted that 

within the same income group there can be variations of net 

burdens/benefits depending upon such factors as age, employment, 

sex, etc., which call for a study of horizontal equity. 

was 
2.1.6 The study of Eapen and Eapen9 /conducted at the state 

and local government level in the USA. They have analysed the 

budget of Connecticut State in the USA. In fact the state here 

refers to the state and local governments. The year of reference 

was 1967. The effect of activities of federal and other state and 

local governments was isolated by using certain assumptions. 

Similarly allowance was also made for fiscal operations of 

9. A T Eapen and A N Eapen, "Income Redistributive Effects 
of State and Local fiscs: Connecticut, A Case Study", Public 
finance Quarterly 1 (October 1973) : 372-87. 
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Connecticut state on out-of-state residents. The data were 

gathered from different surveys conducted by government agencies. 

Effective rates were calculated for three different income bases. 

This simulation was carried out to find out the sensitivity of 

'effective rates' to the concept of household income. 

In the case of property and corporate business taxes, 

three alternative assumptions were used: (1) entire burden rests 

on the consumer, (2) entire burden is borne by the owner, and 

(3) equally shared by consumption and house ownership. This was 

done because tax incidence theory generally does not provide 

an unequivocal identification of the bearer of tax to identify who 

bears the burden of tax. It was found that the tax structure 

was regressive and mostly due to property tax. No attempt was 

made to balance the budget. It was argued that even if expendi

tures were equal to revenues, the problem of exportation!importa

tion of taxes and benefits does not allow for balanCing the budget. 

Indirect burdens/benefits were not considered. 

No distinction was made between capital and operating 

costs on the assumption that benefits from capital costs take place 

continuously from year to year. Expenditures were divided. into 

transfer payments, specific expenditures and general expenditures. 
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Three alternative assumptions were used to distribute the last 

mentioned expenditures, namely distribution of families, distribution 

by money income and distribution equally by families and money 

income. In all the cases the costs equal the benefits generated. 

It was found that there was no single programme which could 

be identified as most beneficial to the people. Different income 

groups derived different benefits from different expenditures. The 

distributive series used mostly were the participation rates. It 

was would that expenditures had a pro-poor bias and thus a wider 

range of effective rates than taxes. Almost all the groups had 

to bear the burden of some tax or the other while government 

expenditures were concentrated in lower income ranges. 

Some of the expenditures which contributed significantly 

for the progressiveness (pro-poor) of expenditure structure were 

social welfare, housing and hospitals. The break-even point was 

around $ 12000 and a mere 2 per cent of total income was 

redistributed from the incomes above that income level to the 

incomes below that. Thus the absolute amount redistributed was 

not signi ficant. 
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2.1.7 The study by O'Higgins and Ruggles lO referred to here 

is one of the two studies conducted by the authors. We look into 

this particul2; study because its results were presented in contrast 

with those of the official statistics published by the Central 

Statistical Organisation of the UK. The authors study all govern-

ment taxes and expenditures while the CSO excludes about 1/3 

of revenue and one half of expenditures. Despite methodological 

problems the authors argue that all the items of the budget have 

to be considered because without that "a full account of the 

redistributive impact of a shift in the balance of taxation (eg., 

from direct to indirect taxes) or of public expenditures (eg., from 

social services to defence and protective services) is not 

possible".11 

Capital taxes/expenditures on such items for which 

specific allocations were made on the current account were 

allocated. The underlying assumption was that the households 

benefiting from current expenditures were a representative cross-

section of those who would benefit from the benefit flow from 

10. M O'Higgins 
Expendi tures 
Kingdom", 
(September 

11. Ibid., p.298. 

and P Ruggles, "The Distribution of 
and Taxes Among Households in the 

Review of Income and Wealth sere 
1981): 298-326. 

Public 
United 
25, 3 
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capital outlays. Unallocables were distributed using three alter

native assumptions: (1) population. (2) income. and (3) capital 

income. Intt;restingly the usual unallocables of defence, law, 

adm inistration and expenditure on tax collections were also included 

in this category. 

Besides income classes, household size, number of workers 

in the household and house tenure were also used as explanatory 

variables. Household level data were drawn from the Family 

Expenditure Survey for 1971 and the tax and expenditure aggregates 

from the national accounts for the same year. To derive the 

utility functions of households for either specific or general 

expenditures is not possible. So the method of distribution adopted 

was to identify the users of services or on whose behalf the 

expenditures were made and to allocate to such users or intended 

beneficiaries the expenditures incurred in providing the service. 

As in their study for USA, debt interest (which was considered 

as the factor return to lenders) and net lending by government 

were excluded. 

Since only the household sector of UK was the area 

of concern, expenditures benefiting non-residents were left. out. 

But expenditures abroad for defence and external relations were 

included on the ground that they were a necessary part of pure 
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public goods. Regarding balancing the budget the authors argue 

that there was no reason why expenditures beneficial to residents 

should equal the taxes paid by them in any particular year. In 

fact total expenditures distributed were two per cent larger than 

the distributed taxes. Out of the total expenditures distributed, 

sixty-two per cent were allocated by specific distributive series 

and others were considered unallocable under standard assumptions. 

(But were allocated using alternative assumptions). 

On the tax side, non-tax revenue and revenue from 

non-residents were left out. The income concept used was one 

of original income net of transfers, taxes and expenditures. Alloca

tions by income groups show that expenditures in absolute amounts 

were distributed equally across deciles and taxes were approximately 

proportional to income. This proportionality was due to a fairly 

progressive income tax and regressive property and expenditure 

taxes. 

\\Then household size becomes the explanatory variable, 

expenditures show a positive correlation with it (with the single 

person households being left out). Net benefit distribution shows 

consistent gains, absolutely and relatively as household. size 

increases from two persons. Overall expenditure distribution was 
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better understood in terms of household size than income. The 

results also show that redistribution benefits households without 

any earning member, and penalizes those with two or more earning 

members leaving single earner households (married or unmarried) 

with average net benefits. It means that there was a progressive 

response to inequalities in original income. 

\\'hen housing tenure was the explanatory variable, owners 

with mortgages on their houses fared better and private tenants 

somewhat worse than the former. It was also found that the 

choice of distributive series for allocating the unallocables was 

important with regard to redistribution by housing tenure. A 

com parison of USA and UK showed that in both the countries 

the fiscal structures favour the poor although the details of tax 

and expenditure programmes in the two countries differ 

considerably. 

2.2 Studies Relating to Developing Countries 

Now we turn our attention to some of the studies 

conducted in the developing countries. 
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2.2.1 
12 G S Sahota studied budget incidence in Brazil. He 

attempted to bring together the direct and indirect effects of 

government policy instruments by interlinking functional, size and 

public income distributions with one another. All taxes and expendi-

tures of all levels of government were included in the study. 

family was the basic unit and not either the individual or the 

household. 13 The Net National Product (I\:NP) at market prices 

was the aggregate income concept. The household income concept 

used was personal income gross of direct taxes. Most of the data 

were for 1961-62 and extrapolated to the reference year i.e., 1968. 

Budget deficit as a proportion of Gross National 

Product (GNP) was thought to increase the price level and was 

thus called the "inflation tax". Since it affects both the sources 

and the uses of incomes, relevant corrections were made. On 

the income use side the tax was allocated according to the relative 

increase in the prices of various consumption items in family 

budgets. Actually only one half of the relative price change was 

taken into account, and the other half was assumed to take place 

12. G S Sahota, Brazilian Economic Policy, An Optimal Control 
Theory Analysis (New York: Praeger Publishers, 1975). 

13. Ibid., p.195. 
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in the normal process of development. On the income source 

side the tax was assumed to fall on the urban households In the 

first seven income brackets proportionate to their incomes. 

While calculating the effective tax rates, retail prices 

of consumption items were used. This was done because some 

of the consumption taxes were levied at the production level but 

family expenditures were shown in retail prices. It was conceded 

that the assumption of non-shiftability of direct taxes assumes 

that the total factor supplies remain unaffected. Opinions differ 

on the elasticity of factors of production. "On the whole the 

least objectionable assumption would perhaps be to surmise that 

in so far as the groups of tax payers (as distinct from individual 

tax payers) are concerned all such efforts are cancelled out, so 

that the burden of individual income tax rests with the initial 

recipient of . " 14 Income. All the taxes which had some 

quid pro quo were ignored (eg., fines, fees, etc.). Corporate 

income tax was distributed in equal parts by consumption expendi-

tures and dividend incomes. 

14. Ibid., p.206. 
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Public expenditures were first grouped according 

to various departmental (ministerial) expenses and then these 

expenditures were distributed across income groups, not on 

the basis of participation rates but according to some assumptions. 

The various factors (distributive series) used in such distribution 

include family size, number of families in each income group, 

household business income, schooling of the head of the household 

etc.. Expenditure$ on public goods were distributed by family 

income. 

Net incidence rates were computed for different 

regions of Brazil besides the country-wide analysis. It was found 

that for the country as a whole pro-poor nature of the budget 

was small. Middle income classes ended up with adverse budget 

incidence showing redistribution from the middle to top and 

lower income classes. In fact the pro-poor budget incidence 

might not stand the test of a reasonably determined progressive 

norm. Rural-urban dichotomy of burdens and benefits was 

done based on asssumptions and it was shown that the rural 

sector was the net gainer. 

Among the taxes, while personal income tax (in spite 

of evasion), excise tax, gift and inheritance taxes and among 

public expenditures health, education and social welfare costs 

were redistributive. Those instruments exacerbating inequalities were 
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the sales tax. municipal taxes and to some extent general 

expenditures. The inequality measures based on size distribution 

eg •• the Gini co-efficient were matched with the functional income 

distribution in terms of relevant macro economic variables 

through an econometric model. The Ginis for each of the twenty 

regions of Brazil were the dependent variables and independent 

variables include per capita income, illiteracy (in percentage), annual 

growth rate of state real internal revenue from 1961-67, the degree 

of industrialization measured as the value added in the secondary 

sector as a percentage of State Domestic Product (SOP) and a 

dum my variable for urban areas. The fit was "pretty good" and 

the co-efficients were "tolerably significant". Using these 

co-efficient values the changes in Gini ratios during the decade 

of 1970s were calculated. The conclusion was that redistribution 

of income in Brazil would taper off at its existing level. 

2.2.2 For the Chilean economy Foxley and others 15 have 

conducted a comprehensive fiscal incidence study. They have 

examined redistributive effectiveness of two non-traditional items 

i.e., land reforms and nationalization of enterprises besides the 

15. A Foxley, E Aninat and J P Arellano, Redistributive Effects 
of Government Programmes: The Chilean Case (Oxford: 
Pergamon Press, 1979). 
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usual fiscal instruments. On the tax side, the differential 

incidence approach was adopted. The counter factual was the distri

bution which would have existed if all the tax revenue came from 

a proportional tax on income with the same yield. The family 

unit concept used was "minimum annual income units", a concept 

used in Chile as a standard for identifying units of constaI.t 

purchasing power in terms of a pre-defined set of goods. These 

'units' were transformed into various income brackets using US 

dollar equivalents. Three sets of assumptions were used (most 

progressive, most regressive and benchmark) to find out the sensiti

vity of incidence estimates. The benchmark case was derived 

combining 

and the 

the most progressive (direct taxes were not shifted) 

most regressive (direct taxes were shifted forward) 

distributive series. 

For the indirect tax distribution consumption data were 

taken from the National Survey on Household Budgets. No separate 

survey was conducted to generate the necessary data. They were 

drawn from various government sources. On the expenditure side, 

the value of expenditue was equated to cost. A 'target group' 

approach was adopted. Thus, the study of public expenditure, 

though did not ignore the effects throughout the income scale, 

focussed on the poorest thirty per cent of the population. 
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The study covered the most extensive definition of 

government - general government plus autonomous public institu-

tions. Expenditures on particular programmes were divided into 

those on productive sector and those on social sector. In the 

former sector expenditures were first assigned to the technical 
they 

strata towards which/were directed, say, handicrafts, small industry, 

etc. Once assigned by stratum, income distribution figures for 

each stratum were used to estimate the effects on family income 

of several expenditure programmes • 

. In the case of social services, expenditures were allocated 

according to the income distribution of those directly using or 

receiving the services provided by the government. Loans were 

not assigned entirely but only a fraction of them, that which 

constitute a subsidy. Expenditures benefiting the poverty (very 

lo,income) groups were classi fied under "progressive program mes" 

and "poverty programmes" depending upon direct impact they had 

on poverty groups. A total of one hundred and forty expenditure 

programmes were considered. The distributive series used were 

mostly based on participation rates. Expenditures exceeded revenues 

distributed. The tax structure was found to be regressive. Though 

the expenditures were found to benefit low income groups,. the 
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net incidence rates continued to be higher for higher income 

classes thereby indicating that there is very little redistribution 

away from the high income groups. 

2.2.3 
16 

The study by Meerman relates to Malaysian (speci-

fically peninsular Malaysia) public expenditures for the year 

1973-74. A separate tax incidence study conducted by the tvlalaysian 

government was put along side the expenditure distribution of this 

study to derive budget incidence estimates. Incidentally the tax 

incidence study was conducted for the year 1970 and the same 

distributive series were used for the year 1973-74. Only the total 

federal government expenditures were taken into account. 

The income concept incorporates factor income, owner 

occupied housing, non-marketed production, gi fts and transfer 

payments. It comes very close to personal income, defined as 

total factor payments plus transfer payments less both corporate 

income taxes undistributed corporate profits. The concept of 

income used thus came very close to the ideal concept for public 

expenditure redistribution which should be income net of transfer 

16. J Meerman, Public Expenditure in Malaysia : Who Benefits 
and Why (New York: Oxford University Press, 1979). 
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payments. Current income was taken as a synonym for welfare. 

To adjust for the correlation between welfare of the household 

and the number of persons per household, household per capita 

income was used in comparing welfare between households. 

Though incidence on the spending side could be 

divided into two components - expenditure incidence (how govern

ment spending affects private incomes) and benefit incidence (the 

benefits flowing from government services). These concepts were 

used interchangeably. (This method has been used by our study 

as well). Benefit flow was defined as the value of resource to 

the recipient and tax flow as the revenue collected. Incidence 

was defined in Musgravian terms as the total change in the distribu

tion of household income brought about by government intervention 

(taxes and expenditures together). 

Data on households benefiting from various expenditure 

programmes were collected through a sample survey and later 

extended to the community as a whole. The study adopts a partial 

equilibrium short run backward approach to overcome the problems 

of relative prices, techniques and output (RPTO) effects. The 

results were presented by deciles to circumvent the problem of 

arbitrary income groupings. The size distribution of income was 
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constructed using the deciles of household per capita income. 

No distinction was made between current and capital expenditures 

in terms of benefits to the households. Both for current and capital 

outlays, the average rate of expenditure was calculated and the 

benefits were distributed across households on the basis of participa

tion rates. for example, capital unit cost of health was derived 

by dividing the total t",uipment and construction costs of a new 

hospital by the number of new beds to be provided. The correspond

ing mean annual consumption of health services by households was 

generated through the survey data. But the payments by patients 

towards hospital charges etc., were deducted from gross expendi

tures. That means expenditures distributed were net of non-tax 

receipts by the government, which were qUid oro quo in nature. 

Expenditures distributed include education, public health, 

electricity, piped water, sewerage and agricultural subsidies. With 

the exception of land settlement, agricultural costs were assigned 

to households on the basis of household income. The total expendi

tures exceed the total taxes distributed. This was partly due to 

heavy borrowing by the government. But no attempt was made 

to equate the two sides of the budget. 

It was found that the fiscal system was beneficial 

to the lower income classes. It has been indicated that income 
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was a more important determinant of access to the public sector 

than to the private sector. Distribution of net benefits by races, 

regions and rural and urban sectors was analysed. The ex-ante 

household incomes. were reduced by taxes and increased by charged 

costs to provide a measure of quasi income after the effects of 

government activity had been taken into account. Data were 

normalized to ex-ante income taken at 100. An index of redistribu-

tion, defined as the ratio of actual percentage redistributed to 

the minimum redistribution for complete equality was constructed. 

The 'Index' measured the transfer of resources from households 

with incomes above the mean to those below the mean. It was 

shown that for complete equality thirty-five per cent of the income 

above the mean should be redistributed to the incomes below it. 

The actual was estimated at 4.8 per cent, with 14 per cent as 

the ideal. 

2.2.4 The Puerto Rican study by 17 fvlann 

during 1970. It was clearly stated in the study that 

was conducted 

though the 

addition or subtraction of government taxes and expenditures does 

17. A J Mann, "The Fiscal System and Income Distribution: The 
Case of Puerto RiCO", Public Finance Quarterly 4 .( July 
1976): 339-66. 
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change the original income distribution, for practical purposes it 

was assumed that such changes would not be signi ficant and the 

fiscal incidence study could be carried out. Thus the difficulty 

in defining the counterfactual was recognized without any solution 

being offered. To solve this general equilibrium problem the govern

ment should be eliminated and the public resources allocated to 

the private sector, which was not -6omething that could be imple

mented. So the analysis was carried on despite this drawback 

in view of its usefulness. 

The income concept included money and non-money 

items. All the data were collected from secondary sources. Excess 

benefits and burdens were not considered. Net fiscal incidence 

was defined as the net change in the relative current income 

position of the family brought about by public budget activities. 

Two overall distributions were developed and compared. They were 

(1) without making adjustments for the deficit in the budget and 

(2) when the deficit was distributed across households similar to 

the distribution of overall tax burden. The deficit was called the 

'inflation tax'. It was realised that the deficit had source and 

use side effects which need not be equal to the overall tax burden. 

The consequence of distributing the deficit was that the brake 

even range of income had come down. In other words the income 
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classes paying for the redistribution in favour of the poor had 

increased in number. 

On the tax side most of the taxes were federal govern

ment taxes. Since exports play an important role in the Puerto 

Rican economy, an allowance was made for the exportation of 

tax burden. Three alternative coefficients (assumptions) were used 

to calculate the amount of tax exported. Personal income tax, 

estate and gift taxes were assumed to be not shifted forward. 

Indirect taxes like excises, customs duties and municipal gross 

receipts were assumed to be shifted forward. The receipts from 

lottery tax were distributed among families according to their 

respective propensities to gamble. Property tax could be distributed 

across consumers, rentiers, property owners and capital income 

recipients. A compromise approach was adopted which combined 

these alternative series. 

progressive. 

The tax structure in general was 

No distinction was drawn between capital and current 

expenditures. The cost of services method (or the accounting 

approach) was used. All the public expenditures were taken into 

account. Specific expenditures like health, education etc., ~ere 

distributed by participation rates. Expenditure on transportation 
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was distributed among property owners, private auto (vehicle) owners 

and other households (in proportion to consumption of transported 

goods). Most of the public expenditures have the characteristics 

of both specific and pure public goods. But in this study only 

educational expenditures were accounted for in this manner. Highest 

regressivity was shown by expenditures on housing, health, education 

and transfer payments. It was noted that expenditures had more 

redistributive potential than tax measures tLad because of the 

existence of deficit in the budget, benefits accruing to lower 

income groups exceeded the losses to the rich. 

2.2.5 A study for Colombian taxes and expenditures was 

conducted by Urrutia and Sandoval 18 with 1966 as the reference 

year. The point of view that fiscal policy determines the existing 

(original) income distribution and does not change but perpetuates 

the same, was recognised by the authors of this study. But the 

authors argue that in terms of policy instruments available to the 

government, the most important one is the fiscal policy. It was 

conceded that substitution of private demand by public demand 

18. M Urrutia and C Sandoval, "fiscal Policy and Income Distribu
tion in Colombia", in Income Distribution in Latin America 
ed. A foxley, (Cambridge: Cambridge University Press, 
1976), pp.223-41. 



67 

would definitely change factor prices but given the size of the 

budget as a proportion of national income, it was assumed that 

such changes would be small and were thus ignored. On this basis 

they had assumed that introducing the government would not change 

the original income distribution signi ficantly. Redistribution was 

interpreted not merely in terms of transfers but also as providing 

certain basic needs, which in redistributional terms was equivalent 

to an increase in income because the recipient could have himself 

fulfilled those needs if he had that much of extra income. The 

income concept used was one of personal disposable income. 

McLure's tax study and the estimates of pre-tax income 

were used to calculate the disposable income distribution. Income 

tax was distributed by the tax returns. Indirect taxes were 

allocated by non-food expenditures. One third of motor vehicle 

tax was assigned to the three top income brackets and the rest 

by consumption expenditures among all income groups. All taxes 

on beer, alcohol and tobacco were distributed arbitrarily, somewhat 

less than per capita basis in the lower range and somewhat more 

than per capita basis in the upper income range. The authors 

had indicated that the tax system could be made more progressive 

through changes in 'some' indirect taxes thus avoiding the problem 

of reducing savings by an increase in direct taxes. 
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The authors say that not much could be done to 

redistribute income through taxation. So they concentrate their 

attention on public expenditures. Two alternative assumptions were 

used for general expenditures: (J) by property ownership (since 

property distribution by income classes was not available, these 
the 

expenditures were distributed (to the upper decile of / income 

distribution, which presumably owns most of the property in the 

country') and (2) by families in each income bracket (on the basis 

that everybody benefits similarly). With regard to expenditures 

on cultural services like museums, libraries etc., they were distri-

buted on per capita basis. Land reforms were assumed to benefit 

the lower fifty per cent of the households having agricultural 

income. Other agricultural expenditures were distributed to the 

top five deciles of agricultural income distribution because given 

the lack of extension services agricultural technology was assumed 

to be utilized by the rich farmers only. Social security benefits 

were not distributed. But the "labour office expenditures were 

distributed on a per capita basis according to the distribution of 

income of members of the Social Security Institute who make up 

the bulk of organized workers, and according to the number of 

mem bers in each income class". 19 Expenditures on highways were 

19. Ibid., p.234, foot note 9. 
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allocated by property, car ownership and consumption expenditures. 

It was assumed that these in turn were closely related to pre or 

original distribution of income and thus ultimately were distributed 

by pre-tax income distribution. The costs of public works were 

also assigned by total income accruing to each income class. 

Tourism expenditures went to the top two deciles. Subsidies for 

transport were distributed among the poorest ninety per cent of 

the urban population on per capita basis. 

Tax system was mostly neutral with slight progression 

in the upper income deciles. Expenditures were highly redistributive 

even when general expenditures were distributed only to the top 

two deciles. The conclusion of the study was that besides fiscal 

policy, ambitious changes in the economic structure were needed 

to alter the demand for and supply of factors of production or 

the original income distribution. 

2.2.6 We have included the study by Ahuja20 in this review 

because it was the first Indian study regarding public expenditures 

20. S P Ahuja, Distribution of Benefits from Government Expendi
tures : A case Study of Selected Districts (t\ew Delhi: 
Institute of Economic and Market Research, 1978). 
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by size classes. Previous studies of Gandhi 21 and Reddy22 and 

23 Gupta were mainly in the nature of inter sectoral flows between 

industry and agriculture or aggregate studies at the national level. 

Ahuja's study was sponsored by the Planning Commission of Govern-

ment of India. It covered all the expenditures - current and capital 

- made in each of the three sample districts of Kanpur in Uttar 

Pradesh, Gaya in Bihar and Thanjavur in Tamil Nadu during 

1974-75. Both the state and central governmental expep.ditures 

were taken into consideration. 

Due to data problems, the attempt to estimate the 

present value (benefits) of past capital outlays was abandoned. 

Rural-urban bifurcation was effected on the basis of participation 

rates. The same rates were also used to distribute various 

expenditures by income classes. A field survey was undertaken 

to generate the original income distribution and also the participation 

21. Ved P Gandhi, Tax Burden on Indian Agriculture (Cambridge, 
i\iassachusetts: Harvard Law School, 1966). 

22. K N Reddy, Tax Burden on Agriculture in India (Baroda: 
Good Companions, 1972). 

23. A P Gupta, fiscal Policy and the Poor (New Delhi: Oxford 
and IBH, 1984). 
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rates. It was recognized that there would definitely be qualita-

tive differences between services provided in rural and urban areas 

and across different income groups. But such differences were 

ignored on the ground that it was difficult to estimate them. More
over only direct bellefits were taken into account. 

On the revenue account, expenditures were classified 

into (1) general services, (2) social and community services, 

(3) economic services and ~4) compensations and assignments to 

local bodies. On the capital account only the first three categories 

were relevant. Administrative costs were assigned to households 

in proportion to how they were benefiting from the different 

expenditures for which the administration was responsible. for 

example, the expenses on Secretariat-Economic Services were 

allocated by the overall use of all economic services by each 

household. Benefits were assumed to equal the costs incurred. 

A novel feature of the study was that the expenses incurred in 

collecting taxes were included because the "entire public expendi

ture is incurred in public interest and is for public benefit".24 

It was said that all expenditures including general and fiscal services 

assist in the ultimate provision of social and economic services. 

With regard to departmental undertakings only such amounts met 

24. Ahuja, Distribution of Benefits from Government Expenditures: 
A Case Study of Selected Districts, p.80. 
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through the state government budget were considered. All expendi

tures incurred by local bodies through direct local collections were 

excluded. It was assumed that they were quid pro guo in nature. 

The expenditures taken into account were 'gross' and not 'net' 

of any kind of receipts. One of the reasons for treating capital 

outlays on par with current expenditures was that they were found 

to be creating assets of semi durable nature only. 

The index of participation which was used to the 

distribute the benefits was defined as the percentage of beneficial 

households compared to the percentage distribution of households 

in each income bracket. Benefits from government expenditures 

as a percentage of household income show a fair degree of progres

siveness, defined here as pro-poorness. 

On the basis of the above review of some fiscal 

incidence studies, we have summarised various methodological 

issues faced by such studies in the next chapter. 



CHAPTER III 

REVIEW OF SOME METHODOLOGICAL ISSUES 

In this chapter we try to bring together various points 

of criticism, some theoretical and some empirical, of fiscal incidence 

studies and show how atleast some of them can be overcome. 

No distinction is drawn between studies conducted in developed 

and developing countries because though empirical bases used by 

them differ, the basic methodological problems are similar. While 

the criticism of fiscal incidence studies can be found in the writings 

of Prest, 1 Wulf, 2 Meerman, 3 King 4 and BirdS the defence 

1. A R Prest, "The Budget and Inter Personal Distribution" Public 
Finance, 23 (1968) 80-98. 

2. Luc de Wulf, "Fiscal Incidence Studies in Developing Countries: 
A Survey and Critique", It-.'1F Staff Papers 22 (March 1975): 
61-131; and Luc de Wulf, "Incidence of Budgetary Outlays: Where 
Do We Go From Here?" Public Finance 36 (1981): 55-76. 

3. J Meerman, "Do Empirical Studies of Budget Incidence Make 
Sense?" Public Finance 33 (1978): 295-313. 

4. M A King, "How Effective Have Fiscal Policies Been in 
Changing the Distribution of Income and Wealth", American 
Economic Review 70 (May 1980): 72-76. 

5. R M Bird, "Income Redistribution Through the Fiscal System: 
The Limits of Knowledge", American Economic Review 70 
(May 1980): 77-81. 
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comes from Gillespie, 6 Musgrave and others,
7 

Nicholson and 

frittoo8, Ruggles ard O~-1iggins9, 0'Higgins10, ~11, RJskarp12, 

None disagrees that fiscal policy (especially public expenditure 

policy) is an important tool of redistribution. Some researchers 

6. I W Gillespie, "Effect of Public Expenditures on the Distribu
tion of Income", in Essays in Fiscal Federalism, ed. R A 
Musgrave (Washington D C: The Brookings, 1965), 
pp.122-86; and I W Gillespie, "On the Redistribution of 
Income in Canada", Canadian Tax Journal 24 (july-August 
1976): 419-50. 

7. R A rv:usgrave, K E Case and H Leonard, "The Distribution 
of Fiscal Burdens and Benefits", Public Finance Quarterly 
2 (july 1974): 259-311. 

8. J 1. Nicholson and A J C Britton, "The Redistribution of 
Income", in The Personal Distribution of Incomes, ed. 
A R Atkinson (London: George Allen and Unwin, 1976), 
pp.313-49. 

9. P Ruggles and M O'Higgins, "The Distribution of Public 
Expenditure Among Households in the United States", Review 
of Income and Wealth, 27 (june 1981) : 137-64. 

10. M O'Higgins, "The Distributive Effects of Public Expenditure 
and Taxation: An Agnostic View of the CSO Analyses", in 
Taxation and Social Policy, eds. C Sandford, C Pond, and 
R Walker (London: Heinemann Educational Books, 1980), 
pp.28-46. 

11. A T Peacock, "The Treatment of Government Expenditure 
in Studies of Income Redistribution", in The Economic Analysis 
of Government and Related Themes, ed. A T Peacock (Oxford: 
Martin Robertson ~nd Co., 1979), pp.165-78; 

12. K W Roskamp, "The Budget and Inter Personal Distribution. 
Comments on the Papers of Professors Bela Csikos-Nagy and 
Alan R Prest", Public Finance 23 (1968): 99-105. 
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have reservations about measuring such redistribution. Interestingly 

Krzyzaniak 13 has maintained that even theoretically incidence 

has to be evaluated in the context of simultaneous operation 

of taxes and exp(!nditures. Therefore, we group the various 

problems of fiscal incidence studies into six categories. Five 

f h } b d by O 'H" " 14 o t ese lave een suggeste 199ms and the sixth has 

been added by us. The various categories and the respective 

problems are indicated below: 

Category Problem 

category. 

3.1 Coverage of fiscal incidence studies. 

3.2 Balancing the Budget. 

3.3 Allocation of Valuation of Taxes. 

3.4 Allocation and Valuation of Expenditures. 

3.5 Comparisons with Original (pre fisc) Income. 

3.6 Miscellaneous Issues: Income concept, horizontal 
equity, alternative assumptions, practical use, 
the extent of redistribution needed etc. 

We have analysed below the various issues under ~ 

13. M Krzyzaniak, "Impossibility Theorems and Incidence of the 
Government Size: An Effort at the Reconstruction of Modern 
Incidence Theory", Public Finance 36 (1981): 311-36. 

14. O'Higgins, "The Distributive Effects of Public Expenditure 
and Taxation: An Agnostic View of the CSO Analyses": 29 
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3.1 Coverage of fiscal Incic'ence Studies 

3.1.1 The first question we have to consider under this 

category is with regard to non-tax receipts. Some studies do 

not allocate these receipts because they are supposed to be 

aUid_ pro qu~ in nature. But there are expenditures on the 

expenditure side of the budget which these receipts finance. 

So one has to make some adjustment for these expenditures and 

distribute the net benefits. The excess of expenditure in this 

regard may be the subsidy element in budget. Leaving out these 

revenues may be relevant at the local government level since 

at that level expenditures and the user charges (rates) charged 

could be expected to be more or less equal (guid pro que;> rule 

applies). But at the state and national levels there is a strong 

case for their inclusion in net incidence studies. 

Another line of argument for their inclusion is that 

since the concern of these studies is the net burden/benefit on 

the private sector (households), we should match all the outflows 

with all the inflows. So theoretically one has to reduce personal 

incomes by all taxes and rates for estimating the post tax income 

distribution. When we distribute the net of non-tax account 

receipts/expenditures we are infact not only accepting the 
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quid pro quo principle but at the same time including the non-. - ---

tax revenue in the fiscal incidence study. 

3.1.2 fviost of the studies assume that expenditures in 

collecting taxes only maintain the existing economic system and 

thus do not perform any redistributive function. But there are 

two counter arguments supporting their inclusion in fiscal inci

dence studies. Firstly, even maintaining the economic system 

is considered to be sufficient to ensure the on-going redistribution, 

if not through the government directly, atleast through the market 

mechanism. Secondly, these expenses are necessary to collect 

the taxes which have direct redistribution role and without them 

the efficiency of redistribution through the budget suffers. 

Thirdly, when on the expenditure account only net expenditures 

i.e., expenditures net of non-tax receipts are distributed, uniformity 

requires that only net of taxes i.e., tax receipts net of expendi

tures in collecting them should be allocated to the households. 

Their inclusion can also be defended on the ground that we are 

looking at the net incidence from the point of view of the state 

government and not the household. In such a case what is impor

tant is the net tax collections and not whether the households 

directly benefit from these tax collection expenditures. For the 
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household, expenditures on tax administration may not appear 

as benefits, but they are essential for the state government to 

collect taxes from the households. A specific reference for their 

inclusion can be found in the work of Ahuja. 15 

3.1.3 There are three expenditure categories which 

some researchers hesitate to include in their studies and some 

critics also advocate their non-inclusion. These expenditures are: 
to 

(1) which are not generally considered L benefit households 

individually (eg., defence, law and order, fire protection etc.), 

(2) where it is difficult to assess the extent to which households 

and· not the other sectors of economy benefit (eg., roads), and 

(3) for which it is difficult to get information on variations 

in accessibility and individual valuation of services (eg., public 

libraries, public parks etc.). 

Their non-inclusion is due to problems of either 

non-availability and/or of choosing between different alternative 

methods of allocation. In the case of de fence and si m ilar 

15. S P Ahuja, Distribution of Benefits from Government Expendi
tures - A Case Study of Selected Districts (New Delhi: 
Institute of Economic and i\iarket Research 1978), p.80. 
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16 expenditures, as Boreham and Semple point out the problem 

is one of selecting one of the five methods of allocation namely 

(1) per capita, (2) per equivalent adult, (3) in proportion to 

household income, (4) in proportion to rateable value and 

(5) in proportion to the number of expected remaining years of 

life. The choice of method depends on one's view of how these 

expenditures safeguard one's life and property. Expenditures on 

highways not only benefit automobile owners but also consumers 

in general through subsidization of transported goods. So 

researchers have made use of the alternative distributive series 

for their allocation. In connection with parks and such facilities 

the locational factor plays an important role. One can find this 

kind of analysis in the work of Manning.
17 

Can we leave these out because of the problems 

involved? The answer is no. As Peacock has pointed out, 

if we fail to allocate some parts of the government budget, we 

16. J Boreham and Iv1 Semple, "Future Development work in 
the Government Statistical Service on the Distribution and 
Redistribution of Household Income, in The Personal Distribu
tion of Incomes, eel. A B Atkinson (London: George 
Allen & Unwin, 1976), pp.269-99. 

17. I Manning, !v1unicipal Finance and Income Distribution in 
Sydney (Canberra: Australian National University, 1973). 
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can arrive at seriously misleading information on redistribution 

when the government cuts down on the 'unallocated' expenses 

to finance the 'allocated' expenditures! 
8 

As was shown in the 

works of Nicholson 19 and O'Higgins and 20 Ruggles allocating 

the previously unallocated expenditures would definitely change 

the overall picture of distribution. Since theoretical uncertainty 

of the possible methods of allocation continues with regard to 

many public expenditures, the best way out is to utilize alterna-

tive assumption and find out the sensitivity of the results to 

them. 

3.1.4 Capital expenditures pose a very intricate problem 

for the analysis of fiscal incidence. When their benefits are 

supposed to go to future generations, how does one impute their 

value at any particular point of time? Logically, the benefits 

accruing to the present time period from the past capital 

18. Peacock, "The Treatment of Government Expenditure in 
Studies of Income Redistribution", p.168. 

19. Nicholson and Britton, "The Redistribution of Income", 
p.320. 

20. M O'Higgins and P Ruggles, "The Distribution of Public 
Expenditures and Taxes Among Households in the United 
Kingdom", Review of Income and Wealth 27 (September 
1981): 298-326. 
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expenditures should be imputed and distributed. But statistically 

this would almost be an impossible task. Given the present state 

of knowledge, the cost-benefit analysis is useful only for the 

selection of projects from a set of alternatives but not for imputa-

tion of benefits from past investments to the present time or 

for the separation of future benefits from present capital 

outlays. Even evaluating benefits by incorporating distributional 

weights is not yet well developed. 
21 

If we extend the logic of capital outlays to current 

expenditures, there also we find some expenditures with an element 

of (human) capital investment eg., education and health. So 

only that part of current expenditures which benefit the current 

incomes should be allocated. Such a treatment faces many 

problems. firstly, those of statistical in nature of imputing 

correct rates. Ahuja has tried to conduct this exercise but 

. . . d °1 bOlo 22 m vam gIven ata unaval a I lty. Most of the studies equate 

capital outlays with current expenditures for distributional purposes. 

21. R A Musgrave, "Cost-Benefit Analysis and the Theory of 
Public finance", Journal of Economic Literature 7 
(September 1969): 797-806; and B A Weisbrod, "Income 
Redistribution Effects and Benefit Cost Analysis", in 
Problems in Public Expenditure Analysis, ed. S B Chase, Jr. 
(Washington: The Brookings, 196"0.. -

22. Ahuja, Benefits from Government Expenditures 
Study of Selected Districts, p.12. 

A Case 
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Eapen and Eapen have realised the importance of capital expendi-

tures and also the problems of imputation to pragmatically assume 

that the flow of benefits from all the past capital outlays equal 

those of the present capital outlays and this flow of capital 

expenditures continues forever. On this assumption they consider 

it relevant to distribute capital expenditures on par with revenue 

23 
expenditures. O'Higgins and Ruggles have also assumed that 

beneficiaries of current expenditures do in fact constitute a 

representative cross section of the beneficiaries from capital 

expenditures as well. This seems to be a reasonable assumption 

because current expenditures are incurred, atleast in part, to 

maintain capital assets created by capital outlays. 

\Ve find the theoretical defence for this method 

in Peacock's work. According to him when we are trying to 

"reallocate a 'given' national income....... there is no reason, 

therefore, why the money value of government investment expendi-

tures should be treated any differently from the money value 

of current expenditures on goods and services and not be allocated 

23. O'Higgins and Ruggles, "The Distribution of Public Expendi
tures and Taxes Among Households in the United Kingdom": 
299. 
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to the period in which investment occurs, for the value of invest-

ment at the margin is the present consumption 24 foregone". 

This logic is based on the assumption that society derives present 

satisfaction from conferring benefits on future users of government 

services. When we do not exclude private investments made 

by individuals from their income, why should we exclude social 

investment from national income and its distribution. If we are 

only trying to take 'snap-shots' of the economy to see who 

benefits irom (total) government expenditures then the question 

is one of "how to allocate" and not "why to allocate" capital 

expendi tures. 

3.1.5 We have already pointed out the problems involved 

in considering some expenditures as unallocables in any fiscal 

incidence study. General expenditures are mostly considered 

distributionally neutral and thus left out. But that will disturb 

the net benefit position of households. Burdens can exceed 

benefits because of that. So if one has to make corresponding 

adjustments on the revenue side, how does one proceed? It is 

24. Peacock, "The Treatment of 
Studies of Income Redistribution" 

Government 
170. 

Expenditure in 
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impossible to determine by how much and which tax is channelised 

towards meeting these expenditures. Since there is no one to 

one correspondence between public expenditures and tax receipts, 

one is forced to take into account all taxes and expenditures. 

25 
Because of these problems, Prest has suggested that only small 

(marginal) changes can be studied by taking both the sides of 

the budget simultaneously. He himself was cautious that this 

may in itself face difficult problems in the light of the balanced 

budget multiplier. 

3.1.6 Tax expenditures are being increasingly used to 

promote private investment. Certain concessions are passed on 

to the 'favoured' groups through this mechanism. In the Indian 

context the role of subsidies through the budget did not receive 

much attention. As indicated by Reddy26 any budget incidence 

study has to incorporate them. 

25. Prest, "The Budget and Inter Personal Distribution",: 88. 

26. K N Reddy, "The Distribution of the Benefits 
Expenditure: Significance, Conceptual Issues 
Empirical framework", journal of Income and 
(july 1980): 45-58. 

of Public 
and an 

Wealth 4 
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3.1.7 Most of the public expenditures have two characte-

ristics. One is that they benefit the user directly and the other 

is that they also benefit indirectly the society as a whole. So 

we have to differentiate these two characteristics wherever they 

are relevant (eg., education, health etc) and distribute them 

likewise. 

ft.' ,27 j"lann s 

We find such an attempt with regard to education in 

study of Puerto Rico. The societal benefit part of 

the expenditures can be taken care of by using alternative assump-

tions. But it is stilla difficult problem of separating the expendi-

ture amounts (to that matter even tax receipts) by their two 

respecti ve characterist ics. The approach of 'expenditures on 

whose behalf they are incurred' as against the 'expenditure 

incidence' approach solves this problem and also fits well into 

the 'accounting approach' generally adopted in fiscal incidence 

studies. 

3.2 Balancing the Budget 

3.2.1 has rightly pointed out that though the 

gainers out number the losers it does not mean that a large net 

27. A J i\lann, "The Fiscal System and Income Distribution: The 
Case of Puerto Rice", Public Finance Quarterly 4 (july 
1976): 354. 

28. Wulf, "Fiscal Incidence Studies in Developing Countries: A 
Survey and Critique",: 93-94. 
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contribution has been made by a small minority of well off (rich) 

people. This class of people may not even be having the necessary 

resources to greatly uplift the economic lot of the poor minority. 

The rich generally also possess the political power to reduce tax 

burden on them but at the same time demand for higher public 

expenditures through deficit financing. The recourse taken to 

deficit financing by most of the developing countries is a direct 

result of this. 

Methodological problems of estimating fiscal inci-

dence sometimes lead to the distribution of only some taxes but 

(almost) all expenditures. This is a rather rare event. The most 

usual case is one where governments trying to achieve rapid 

economic growth increase their expenditures substantially over 

a period of time with little attention paid to the growing deficit 

in their budgets. The ramifications of the deficit in distributional 

terms depends not only on its magnitude but also on its composi-

tion (in terms of expenditures undertaken). In general if the 

non-developmental expenses are increasing at the same rate as 

the deficit we can expect very little real redistribution. 

There are two suggested solutions as to how we 
can 

/ account for 'deficit' in a fiscal incidence study. The first one 
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29 suggested by \Yulf is to take into consideration only those 

income groups whose net incidence estimates exceed the national 

average of net incidence as the real beneficiaries of the redistribu-

tion through the budget. For those whose net incidence equals 

national average, they are better off with the budget than without 

it but do not, in relative terms benefit from budgetary operations. 

Those for whom net incidence is below the national average, 

do not gain anything and the net benefit in their budgets is due 

to deficit financing. Thus in some cases we may find that the 

net benefits to upper and middle income groups are not in fact 
tax 

significant if the expenditure and/magnitudes are the same. 

The second method of adjusting for the deficit 

is that of deriving estimates of net incidence by distributing an 

amount equal to the deficit, as tax burden. For example, 

Ivlann30 has assumed that the deficit in the budget will result 

in higher prices and so the burden should be distributed in propor-

tion to total tax burden. Another study which adopts this method 

is that of Sahota31 which considers deficit as an "inflation tax" 

29. Ibid., p.94. 

30. Mann, "The Fiscal System and Income Distribution: The Case 
of Puerto Rico", : 356. 

31. Sahota, Brazilian Economic Policy: AnO __ P_t_im_,_a_I __ C_o_n_t_r--,-o~1 
Theory Analysis, p.209. 
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and distribute it to the first seven income brackets of urban 

population. A similar approach was adopted by Musgrave and 

others. 
32 

All these methods are in favour of inclusion of 

all taxes and expenditures in any fiscal incidence study since 

it is difficul to balance the beneficial leaks into the household 

sector and the burden outflows from it. 33 Governmental income 

comprises of payments from non-residents, trading income and 

borrowing as well as taxation. Some or all of the above non-

tax receipts (i.e., excluding taxation) should not be allocated as 

burdens on the household sector but more precisely as beneficial 

leaks into it. On the expenditure side, expenditures on non-

residents, interest on debt and capital expenditures in part contri-

bute to leaks out of the household sector. It is very difficult 

to make adjustments for these 'leaks' and derive a single net 

figure of inflow/outflow. Some excesses are bound to be there 

but that should not be conceptually objectionable. 

32. Musgrave, Case and Leonard, "The Distribution of Fiscal 

33. 

Burdens and Benefits", : 301. 

O'Higgins, 
Taxation 
pp.34-35. 

"Distributive Effects of Public Expenditure and 
An Agnostic View of CSO Analyses", 
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The problem of determ ining which tax finances which 

expenditure head also supports the argument that it is not essential 

to balance the budget (in the strict sense of considering only 

those taxes and expenditures between which there is a one to 

one correspondence) as long as the effects of surplus/deficit in 

the budget is recogni zed. 

3.3 Allocation and Valuation of Taxes 

3.3.1 Most of the problems under this category are 

related to the questions of what is the 'incidence' of any part i-

cular tax and the relevance of absolute versus di fferential tax 

incidence. Researchers usually prefer to adopt the differential 

incidence 34 approach. since they believe that it is closer to 

reality and also because it minimizes the changes in the pre-tax 

income distribution due to the imposition of a tax. But as Prest 

h . d 35 as pOinte out if a tax is to be replaced by another then 

by how much in terms of money income or in real income or 

in macro· economic effects the alternative tax should be levied, 

34. Musgrave, Case and Leonard, "The Distribution of Fiscal 
Burdens and Benefits", : 275. 

35. Prest, "The Budget and Inter Personal Distribution", 81-82. 
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is a question to be answered since each of these magnitudes 

need not tally with the others. This is not a problem for fiscal 

incidence studies because the differences between the two types 

f " "d I 36 o mCl ence are not re evant. 

3.3.2 It was argued by Prest that it is fundamentally 

difficult to reconcile mutually the assumptions of non-shiftability 

of direct taxes and perfect shiftability of indirect taxes. Regard-

ing direct taxes, completely elastic demand for the product of 

the industry or perfectly inelastic supply of factors of production 

is assumed. On the other hand, for indirect taxes the assump-

tions are that the supply schedule of the taxed commodity is 

infinitely elastic or the demand is perfectly inelastic. Prest has 

observed that "any of the four possible combinations of these 

f " d "11" I"" ,,37 two pairs 0 assumptions pro uces 1 oglca lues. 

the 
He has pointed out /possible monetary incompatibilities 

with these assumptions in that for indirect taxes " one must 

assume the general price level to rise, if there are to be no 

36. Wulf, "fiscal Incidence Studies in Developing Countries 
A Survey and Critiques", : 97. 

37. Prest, "The Budget and Inter Personal Distribution", 83. 
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changes in factor payments or in prices of non-taxed com modi ties. 

In the direct tax case, the confinement of effects to changes 

in after-tax rewards of factors implies an unchanged level of 

prices of goods and services. The extent to which such results 

are deemed incompatible depends on one's views about the preCise 

"38 working of the monetary system. 

Roskamp has accepted that in the J\·jarshallian partial 

equilibrium system there is no escape from the elasticity condi-

. f d d d I h' h P . 39 tlons 0 eman an supp y w IC rest questIOns. But in the 

real world situation things are not so. It was shown by Cartter 40 

in 1955 that total shifting of sales tax under conditions of increas-

ing cost of production is a logical possibility if additional govern-

ment expenditures on the taxed products cause an upward shi ft 

in the demand curve. Changes in tastes and expenditures of 

consumers also influence the demand schedule. It is possible 

38. Ibid. 

39. Roskamp, 
Comments 
and}A.lan R 

"The Budget and Inter Personal Distribution: 
on the papers of Professors Bela Csikos-Nagy 

Prest",: 102. 

40. Cartter as referred to in Ibid. 



92 

that shifts in the post-tax composition of demand and the induced 

shifts in the resources will have favourable repurcussions on full 

shifting of an indirect tax. If we allow for general equilibrium 

changes where behaviouristic assumptions and production conditions 

would be varied, then the tax burden estimates may have a fair 

chance of survival. 

3.3.3 The discussion of general equilibrium analysis 

rises another methodological problem. f>1usgravl 1 has assumed 

that tax burden allocation by consumption pattern or change 

in income use generates no change in the pattern of income 

source. Prest has argued that a positive relationship exists 

between income-use and income-source sides, which is true in 

a general equilibrium setting. Then it becomes a question of 

whether general equilibrium analysis is suitable for tax incidence 

studies "because of the underlying assumption of full resource 

use assured by flexible prices and wages, short run profit 

maximization and factor substitutability.1l42 To overcome this 

41. Ibid., fvlusgrave, as referred to in Roskamp, "The Budget 
and Inter Personal Distribution. Comments on the Papers 
of Professors Bela Csikos-Nagy and Alan R Prest",: 103. 

42. Roskamp, "The Budget and Inter Personal Distribution. 
Comments on the Papers of Professors Bela Csikos-Nagy 
and Alan R Prest",: 103. 
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problem an analysis in terms of statistical macro aggregates was 

suggested \\'hich obviates the need to specify market forms and 

43 
types of behaviour. Krzyzaniak and Musgrave and Harberger 

44 
models have adopted this approach for tax incidence (especially 

corporate tax incidence) analysis. 

3.3.4 Some researchers have questioned the application 

of shifting assumptions of indirect taxes used in developed 

countries to developing countries. This doubt arises because of 

the existence of a large subsistence sector in the latter. 

Consumption in that sector is mostly limited to own production. 

While calculating indirect tax incidence, especially in the rural 

areas, great care has to be taken to adjust for the consumption 

in this subsistence sector. But data problems hinder this method 

of incidence estimation. But it should be remembered that in 

developing countries indirect tax incidence differs significantly 

from one sector of the economy to the other. 

43. Iv! Krzyzaniak and R A i\lusgrave, 
C~o_r.L..p_or_a_t~i-,-o_n_I_n_c_o_m_e __ T_a_x (Bal tim ore: 
1963). 

The Shifting of the 
John Hopkins Press, 

44. A C Harberger, "The Incidence of the Corporation Income 
Tax", Journal of Political Economy, 120 (June 1962) : 215-40. 
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tax is still 
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Controversy regarding the incidence of corporate 

45 
unsettled. As Bird46 has commented it is 

meaningless in any case, if in the medium run the burden is shifted 

forward to be borne by the capitalists and in the long run is 

shifted to the workers in the form of lower real wages. In such 

a case what will be the incidence of corporate tax at any point 

of time? So the practice of allocating corporate tax by alterna-

tive assumptions to estimate its incidence goes on. Shoup's 

criticism that "the very concept of incidence of a corporation 

income tax (or any other broad based tax) as such is invahd47 

because changes in public finance system must take place simulta-

neously. W hen interpreted narrowly this view supports net 

incidence analysis. 

3.3.6 In all the studies of tax incidence, burden is 

equated with the tax paid, in order to compute effective tax 

rates. But due to evasion of taxes by the upper income brackets 

(which may be large in developing countries like India where the 

size of the parallel economy is ever increasing) we may 

45. H C Recktenwald, Tax Incidence and Income Redistribution: 
An Introduction, Trans. M V Stolper (Detroit: Wayne Univer
sity Press, 1971), p.155. 

46. Bird, "Income Redistribution Through the Fiscal System: . 
The Limits of Knowledge", : 78. 

47. C Shoup, Public finance London: Aldine, 1970, p.l9. 
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underestimate tax prot;ressivity. Only in the works of Snhota 48 

and f,;cLure 49 we find an attempt to adjust the actual tax 

rates for evasion. 

3.3.7 Though researchers usually aSSUIlle an open market 

economy not rllany have attempted to estiri1ate intra-country 

and inter-country importation/exportation of taxes. In a country 

like India where inter-state transportation of boods is relatively 

free, the incidence flows across states need to be studied and 

incidence studies should incorporate such estimates~ But tax 

incidence studies assume away such incidence flows. '.Ve find 

irfhe work of r,jann 50 at the national level and in the study 

51 of Eapen and Eapen at the state level attempts to tackle 

this problem. 

48. Sahota, Brazilian Economic Policy: An Optimal Control 
Theory Analysis, p.195. 

49. Charles E. 1I1cLure I Jr, "The Incidence of Taxation in 
Colombia", in Fiscal Reform for Colombia: Final Report 
and Staff Papers of the Colombian COlTI!llission on Tax 
Reform, ed. by ;\~ Gillis (Ca:-.lbridge: The Law School 
of Harvard University, 1971), pp.239-66. 

50. i"1ann, "The fiscal System and Income Distribution: The 
Case of Puerto Rico", : 330-G6. 

51. Eapen and Eapen, "Income Redistributive Effects of State 
and Local fiscs: Connecticut, A Case Study", 372-87. 



96 

3.3.8 It has been questioned by Wulf52 that when 

the time period effects of different taxes differ, how do we 

arrive at the incidence of all these taxes at any particular point 

of time? For example, if indirect taxes are shifted forward and 

direct taxes stay put with the initial payer it means consumers 

bear the indirect tax burden in the long run and the burden of 

direct taxes is at the point of time they are levied. If such 

is the case, how can we aggregate the incidence of different 

taxes at any point of time? To overcome this problem, fiscal 

incidence studies use an implicit assumption that a period of 

one financial year is sufficient for any shifting to take place. 

Prest suggested comparing incidence between two 

53 years. The technique is to calculate disposable income between 

any two years by using a price index appropriate to the particular 

income group. Prest himself has recognised two problems involved 

with this method. Firstly, what we are showing is the combined 

effect of government actions which may be contributing to only 

a part of the increase in the price index faced by each income 

group. Secondly, accurate and adequate price indices which should 

52. Wulf, "Fiscal Incidence StlKlies in Developing Countries: A 
Survey and Critique", : 98. 

53. Prest, "The Budget and Inter Personal Distribution", 92.-
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in principle include savings as well as consumer goods are 

unavailable. R 1 L 
. 54 ecent y eVltt has also supported Prest. There 

is definitely some practical utility in adopting Prest's method 

for comparisons of real disposable incomes between two points 

of time but without making it a part of the assessment of 

redistribution through government budget. 

3.4 Allocation and Valuation of Expenditures 

3.4.1 Given that the goods and services supplied by 

the governments are mostly public goods in nature, their 

valuation and allocation is extremely complicated and in contrast, 

the problems of tax incidence "pale in significance". Their 

allocation which requires large data bases are difficult to develop 

even iithe developed countries. Till recently research has remained 

mainly at the level of evaluating social security benefits. U.se 

of alternative assumptions ih increasing the scope for studying 

public expenditure incidence. But the nature and valuation of 

public goods is still in its infancy calling for further research 

55 in this area. 

54.. 1\1 S Levitt, "Discussion", in The Personal Distribution of 
Incomes, ed. A B Atkinson (London: George Allen & Unwin, 
1976), pp.334-45. 

55. Wulf, "Incidence of Budgetary Outlays: Where Do We Go 
From Here", : 55-76. 
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3.4.2 In general, expenditure benefits are distributed 

by actual service use or intended service use. But the costs 

of administration are usually assumed not to benefit the people 

and are consequently left out of expenditure/fiscal incidence 

studies. But it can be argued that they influence distribution 

of income in two ways. One is through better services provided 

to the people and secondly through an increase in the money 

incomes of public servants which reduces the inequality in 'final 

income', though the 'original income' may show an increase in 

inequality given that public servants generally belong to middle 

income classes. Thus leaving out administrative costs would 

definitely under-estimate expenditure incidence. Their redistribu

tive potential was recognized in the Indian context by Ahuja.
56 

3.4.3 Some of the critics of fiscal incidence studies 

are not satisfied with the principle of equating costs with 

benefits. Prest 
57 has argued that what we need is a system 

of valuing outputs and not inputs. The critics would like to 

56. Ahuja, "Distribution of Benefits from Government Expendi
tures . A Case Study of Selected Districts", p.12. 

57. Prest, "The Budget and Inter Personal Distribution", 86. 
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evaluate benefits as they are valued by the beneficiaries and 

not by costs incurred on their behalf by the governments. This 

is an attempt to impute a market value to public goods and 

services. In most of the cases there is no/minimum cost charged 

for the use of government services. Then how does one calculate 

their value? It is also well recognized now that with the 'free 

rider' problem the user of public goods will not reveal his pre fe-

rences. Thus we can not impute the value of benefit from the 

public good to him. The valuation by recipient/beneficiary would 
, 

be meaningless when we are concerned only with measuring the 

distribution of current flows of resources from the government 

to households. 

The criticism by Prest and others is relevant only 

if we try to link up welfare with costs through income (benefits 

equal costs). Higher public expenditure means a higher level 

of welfare only when the recipient views an unit of cost 

incurred on his behalf as at least equivalent to an unit benefit 

he receives from it. If the beneficiary values the additional 

cost at less than the marginal benefit then "cost data to measure 

th,distribution of benefit is more likely to mislead than to inform 

"S8 the policy maker. Opinion surveys conducted whenever 

58. O'Higgins, "Distributive Effects of Public Expenditure and 
Taxation: An Agnostic View of CSO Analyses",: 36. 
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additional expenditures are undertaken for specific expenditure 

programmes can supplement the work on expenditure incidence 

estimates. 

But it seems quite logical that the objections of the 

above type are relevant for individual projects but not for the 

whole gamut of governmental expenditures, especially in the 

context of a fiscal incidence study. With our interest being 

limited to the flow of resources in the form of benefits the 

accounting principle of cost equals benefit is appropriate. After 

considering various decision models, Greene 59 has concluded that 

the cost equals benefit principle is not irrelevant. 

3.4.4 Traditionally we have followed the income class 

method for distrjbuting benefits. This may be because of adopting 
of 

the methodology / tax incidence to public expenditure benefit 

distribution. The arbitrariness of dividing income classes has 

been recognised and researches are now using other groupings 

59. K V Greene, "Collective Decision-Making Models and the 
Measurement of Benefits in fiscal Incidence Studies", 
National Tax Journal, 26 (June 1973) : 177-85. 



101 

such as deciles. It was shown that even these, as much as the 

income classes, conceal the inter household variations. It is felt 

that government expenditures may be more in tune with various 

characteristics of a household other than income. This may be 

because though tax policies are formulated keeping in view income 

and expenditure criteria of households, with regard to expenditure 

programmes governments are more interested in specific 'target 

groups' such as economically poor, 'educationally disadvantaged', 

ethnic minorities, backward castes etc., that receive these benefits. 

This fact comes out very clearly in the study of O'Higgins and 

Ruggles for the United Kingdom. 

3.4.5 The logic for the inclusion of general expenditures 

(viz., defence, law, police, administration etc) in fiscal incidence 

studies has already been defended. But even when they are 

included the question of whether they have any redistributive 

role remains to be answered. That depends on the assumption 

used to distribute them. Gillespie 60 I\.1usgrave and others 61 

60. Gillespie, "Effect of Public Expenditures on the Distribution 
of Income", : 160-61. 

61. Musgrave, Case, and Leonard, "Distribution of Fiscal Burdens 
and Benefits", : 290-91. 
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and O'Higgins and 62 
Ruggles indicate alternative assumptions 

ranging from personal income, capital income and per capita to 

life time earnings to distribute these expenditures. 

Each of these series can be defended depending on 

how one views the nature of these expenditures. In a way the 

63 choice depends on what "theory of the state" one adopts which 

° BO d64 
In turn as Ir has pointed out can range from self interest 

coalition median-voter approach and some insurance model to 

one of the radical models. It is evident that fiscal incidence 

studies generally follow a non-radical approach. 

3.4.6 Some critics of expenditure incidence opine that 

by equating costs with benefits, we may be overestimating the 

efficiency of administration. If this is accepted, then how does 

62. O'Higgins and Ruggles, "The Distribution of Public Expendi
tures and Taxes Among Households in the United Kingdom", 

308. 

63. L Sawers and H M Wachtel, "Theory of the State, Government 
Tax and Purchasing Policy, and Income Distribution", Review 
of Income and Wealth Ser.21, 1 (l\larch 1975): 111-24. 

64. Bird, "Income Redistribution Through the Fiscal System: The 
Limits of Knowledge", : 78. 
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one quantify the excess burden on the tax side? There may be 

some truth in this criticism but it is quite impossible to quantify 

excess benefits/burdens. This is a variant of the problem of 

evaluating benefits from the point of view of beneficiaries. 

3.4.7 It is true that benefits accruing to different 

income groups might vary given their different marginal utilities 

of money. But generally this problem is overcome by arguing 

that incidence studies are conducted from the point of view of 

the government and not the individual. So the magnitude of 

benefit an individual receives from government expenditures 

equals the cost incurred on his behalf. 

3.5 Comparisons with Original (Pre-fisc) Income 

3.5.1 The normal practice of fiscal incidence studies 

is to compare the 'final' with the 'original' income. The implicit 

assumption is that the additions to and deductions from the house

hold budget will not change the 'original' income distribution. 

In the words of Prest "It was difficult enough to swallow the 

assumption that the distribution of pre-tax income would remain 
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unchanged whilst various tax or expenditure substitutions take 

place. It is inconceivable that it would rem2in unchanged if 

all government revenues and expenditures were abolished".65 

It is a problem of defining what Reynolds and 

66 
Smolensky call the "counter factual". They analyse four diffe-

rent counterfactuals and reject all of them as inappropriate for 

a fiscal incidence study. They argue that income-source aide 

cannot be separated from the income-use aide. ~1eerman coined 

the phrase "RPTO effects' (relative prices, techniques and outputs 

ff ) d "b h "I" " 67 e ects to escn e t ese Imp IcatlOns. Two lines of thought 

emerge from this discussion. The first one due to hleerman 

is to conduct fiscal incidence studies on a shortrun backward 

basis. The second iigOing in for a time series analysis, with 

appropriate data bases, as advocated by Prest and Reynolds and 

Smolensky. 

Usually the single time period method is followed 

because our interest is in knowing the redistributive effect 

of the budget in any single financial year. The impossibility 

65. Prest, "The Budget and Inter-personal Distribution",: 88. 

66. ivi Reynolds and E Smolensky, Public Expenditures, Taxes 
and the Distribution of Income : The United States 1950, 
19(;1, 1£'70 (New York: Academic Press, 1977), pp.16-25. 

67. J r,ieerman, 
and V,'hy? 

Public Ex enditure in j,:3)a sia, \Vho Benefits 
(London: Oxford University Press, 1979, p.46. 
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of separating 'original' income distribution from the fiscal opera-

tions is recognised. The current income distribution is in part 

a consequence of the past budgetary operations. The point of 

interest is that if we superimpose on such ~ original' income 

distribution the present budget how the final distribution of income 

will be. Single time period studies are also criticized on account 

of relevance of ~urrent income in welfare comparisons and aggre-

gating the incidence of tax/expenditure structures which have 

short-term and long-term components. It is very difficult to 

find satisfactory methodological answers to these problems. But 

for practical reasons of understanding the redistributive role of 

the government in any year and the data problems of undertaking 

such studies in time series framework compel researchers in 

this field to continue working with single time period analysM. 

This discussion does not imply that time series studies 

are free from all problems. Though Prest has suggested time 

series fiscal incidence analysis, he was quick to accept both the 

methodological and statistical problems involved with such 

studies. Reynolds and Smolensky even after their rigorous 

statistical analysis, caution the reader that their results should 

be interpreted with many reservations. Wulf
68 

has pointed out 

68. Wulf, "Fiscal Incidence Studies in Developing Countries: A 
Survey and Critique", : 106. 
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some of the shortcomings of intertemporal comparisons. The 

major one is that it is a doubtful exercise to compare two aggre-

gate incidence estimates that in themselves are conceptually 

invalid. Also gi.ven that the changes in incidence patterns may 

be due to budgetary measures or other economic factors, it will 

be difficult to single out only the budgetary factors. If there 

are structural changes between the two periods of analysis, then 

it is very important to consider what taxes or expenditures had 

undergone the greatest relative change and what allocation 

formulae were used for each year. 

Prest has suggested that calculations could be made 

both on short-term and long-term assumptions alternativelyf0 

overcome the problem of aggregating incidence of different 

69 
expenditures/taxes. Roskamp has shown that the budget has 

different functions, of which distributive function is one. There 

will be changes in the pre-tax distribution because of the opera

tion of other functions besides the distributive function. 70 So 

it is futile to isolate these effects from redistributive effects 

of the budget. 

69. Roskamp, "The Budget and Inter Personal Distribution. 
Comments on the Papers of Professors Bela Csikos-Nagy 
and Alan R Prest", : 101. 

70. M L Skolnik, "A Comment on Professor f ... 1usgrave's Separation 
of Distribution from Allocation", Journal of Economic Litera
ture, 7 (June 1970): 440-42. 
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Moreover given that in every capitalist country private 

and public economies operate simultaneously interacting with each 

other, it is impossible to assume a 'no government counterfactual'. 

We should take the 'original' income distribution as given and 

superimpose the distributive function of the budget on it. It 

is advisable not to make the heroic assumption that the 'original' 

income distributi.on is what it would be even if we remove the 

government. A fiscal incidence study indicating the flows of 

burdens and benefits given a particular income distribution may 

still be useful. 

As shown above, expenditure incidence is a highly 

controversial field of research. But it has very high redistributive 

potential. So despite the methodological drawbacks, incidence 

estimates of expenditure programmes 'should' and 'would' be made. 

3.6 Miscellaneous Issues 

3.6.1 The use of alternative assumptions was criticized 

on the grounds that the consequent results would be nothing but 

theoretical deductions and that the assumptions have very little 

empirical meaning. This is not true because alternative 
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assumptions serve a very useful purpose in incidence studies. 
that 

Given {the operation of the private sector is not completely 

controlled by the government one can never expect how the 

results of public policy would turn out to be. In such a situation, 

a large number of variables influence each other simultaneously. 

So except by fitting a fully specified simultaneous equation model 

within the framework of a general equilibrium analysis, one can 

never be certain of the incidence of some taxes and expenditures. 

Thus instead of specifying any specific pattern of incidence for 

these taxes and expenditures, we allow for the variations in these 

patterns through alternative assumptions. Such a procedure also 

enables us to test whether the results vary significantly from 

one assumption to another or not. This trial and error method 

helps in clarifying the actual pattern of incidence. Another 

purpose served by this exercise is that if we find that a particular 

assumption gives encouraging results in redistributive terms, then 

we can actually test whether the existing policy is framed on 

similar lines or not. That will indicate the necessary policy 

changes that may be thought of. Interpreted in this manner, 

while theoretical uncertainty necessitates the use of alternative 

assumptions, they can actually be used very effectively in policy 

formulation. 
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3.6.2 In the opinion of some researchers since what 

net incidence studies do is nothing but combine the estimates 

of tax and expenditure incidences derived separately, the informa-

tion value of a combined estimate of the two cannot exceed 

that of their individual estimates for policy prescriptions. But 

a household's economic position is not determined in isolation by 

either side of the budget. Each household pays its share to 

government revenues and receives benefits in the form of either 

cash or kind. So there is an inflow, corresponding to the outflow 

of income from the budget of the household. The household's 

economic position depends on the net inflow/outflow of income. 

Thus any tax/expenditure policy measure taken in isolation from 

the other need not be optimal in 

example, as indicated by Gillespie 71 

distributional terms. for 

a change on the tax side 

may reduce the tax burden for a particular income group (say, 

the low income class) and thus increase the progressivity of the 

tax structure. But in fact that particular group may be a 'break 

even' or optimal income group in terms of net incidence. Thus 

the proposed tax policy would be Pareto inefficient in redistribu-

tional terms in the overall framework of budgetary operations. 

71. Gillespie, "Effect of Public Expenditures on the Distribution 
of Income",: 166. 
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3.6.3 The question of horizontal equity, in general, 

remained outside the scope of incidence studies. The traditional 

interest was only in terms of effective rates across income classes. 

But the problem of a net benefit /burden rate for an income 

group (either income class or decile) does not signify much unless 

the households in that group share the same/similar characteristics 

like - size of the household, race, occupation, age, sex, etc., 

or in other words the households are homogenous. Recent studies 

of fiscal incidence provide net benefit/burden results at a dis-

aggregated level \vithin each income group. For example, 

72 O'Higgins and Ruggles and Nicholson and Britton 73 consider 

variables such as household size, housing tenure, type of occupa-

tion, race etc. It was shG wn that some expenditure benefits 

can be better explained by variables other than income. The 

development of the concept of 'adult unit' is due to the interest 

in horizontal equity. This trend is also in tune with the needs 

of the policy maker who may be more interested in redistributive 

patter!1s by regions, races, type of households and such other 

characteristics of households than mere size classes of income. 

72. O'Higgins and Ruggles, "The Distribution of Public Expendi-
tures and Taxes Among Households in the United 
Kingdom",_: 298-326. 

73. Nicholson and Britton, "The Redistribution of Income", p.323. 
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3.6.4 Wulf comments that equating welfare with income 

. . d 74 
IS Ina equate. By doing so we are trying to estimate a 

subjective phenomenon with an objective criterion. Income may 

be a determinant of welfare but need not be the all important 

factor. This criticism is definitely relevant. But given the 

practical problems of estimating welfare, we are left with no 

other option. We can defend the method of equating welfare 

with current income on the ground that the various expenditures 

incurred by the government are expected to increase societal 

welfare. When valued at their money value (costs) on the basis 

that the recipients get benefits to the extent of their use of 

these expenditures, then from the point of view of government 

policies and its budget, the increase in a household's welfare 

shall be equal to the net income accruing to the household from 

the costs incurred on its behalf. 

3.6.5 Life time burdens and benefits are not considered 

in any study of fiscal incidence because government policies are 
of 

formulated neither with reference to life cycle incomes/households 

nor the relevant data bases are available. 

74. Wulff "Fiscal Incidence Studies in Developing Countries 
A Survey and Critique". : 99. 
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incidence 
3.6.6 Budget / studies provide data on how the various 

income groups gained or lost vis-a-vis government budgetary 

operations. But more interesting would be to know how many 

households move up/down the income scale and what are the 

types of households moving either upwards or downwards. This 

would give a better picture of the magnitude and direction of 

redistribution. 

What we have done in the foregoing six sections is 

to list out various controversial methodological and statistical 

issues related to fiscal incidence studies and defend the relevance 

75 of such studies in spite of these drawbacks. Recently Haveman 

and Mieszkowski 76 have once again supported the need for fiscal 

incidence studies. A point of interest which clearly emerges 

from this exercise is the concern with how the government budget 

influences the way income (and consequently welfare) is redistribu-

ted in the society. Economists have provided partial solutions 

75. Q H Haveman. "'Discussion' on fiscal Policy Effects and 
Redistribution". American Economic Review 70 (May 

~~~~--~~~~~--~~--

1980): 89. 

76. P M Mieszkowski, "'Discussion on Fiscal Policy Effects and 
Redistribution", American Economic Review 70 (May 
1980) : 89-90. 
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to the problem of how it takes place, through estimates of fiscal 

incidence. 

Some of the issues raised in the present chapter 

(Chapter III) will be further discussed in Chapter V where we 

will be highlighting them with specific reference to the present 

study. 

In the next chapter we give a brief economic and 

fiscal background of the state of !<arnataka. 



CHAPTER IV 

A BRIEF BACKGROUND OF ECONOMIC AND 

FISCAL STRUCTURE OF KARNAT AKA 

4.1 Economic Background 

The state of Karnataka has been making steady if 

not spectacular economic progress since 1956 during which year 

the state of Mysore was reorganised by extending its physical 

boundaries to include vast geographical areas from the neighbouring 

states/provinces. The net State Domestic Product (SOP) which 

is one of the frequently used economic measures of development 

has risen from Rs.559 crores in 1955-56 to Rs.756 crores by the 

end of the Third Plan (1965-66), at 1960-61 prices, showing an 

annual growth rate of 3.06 per cent. This rate of growth has 

fallen to 2.52 per cent between 1970-71 and 1981-82, at 1970-71 

prices. Population of the state registered an annual growth of 

nearly 2.4 per cent between 1971-81. Per capita income was 

ranging between a minimum of Rs.629 in 1972-73 and a maximum 

of Rs.723 in 1978-79. But the average per capita income of 

Rs.682 was nearly the same as in 1970-71 (i.e., Rs.685).1 

1. Government of India, Central Statistical Organisation, Estimates 
of State Domestic Product 1960-61 - 1983-84 J (I\ew Delhi: 
November 1985), p.67. 
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Sector-wise analysis of state income points out that 

this may be mainly due to a deceleration in the growth of agricul-

ture sector over the years. The average annual growth rates 

of agricultural income during 1956-64, 1964-74 and 1974-83 have 

been 4.1, 4.2 and- 0.1 per cents, respectively. Industrial income 

has increased annually by 6.7 per cent between 1974-78, by 2.8 

per cent between 1979-83 and by 9.3 per cent between 1981-83. 

The index of manufacturing has gone up sharply from 121 in 

1971-72 to 202 by 1981-82.
2 

This industrial expansion has been 

mostly in and around Bangalore, Mysore and Hubli-Dharwad leading 

to regionally skewed industrial development across the 

districts in the state. 

The rapid growth of the industrial sector is reflected 

in sectoral contributions to the net state domestic product. While 

primary sector accounted for about 60 per cent of the state 

domestic product in 1960-61, industrial sector'*ontribution was 

15 per cent only. But by the end of 1981-82 the respective shares 

have become 50 and 22 per cents. This diversification of income 

generation did not have any signi ficant effect on the state's 

2. Government of Karnataka, Planning Department, Draft Seventh 
Year Plan 1985-90, p.18. 
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economy, because the acceleration in the growth of industrial 

and tertiary sectors did not make up the deceleration in the agricul-

tural income as reflected in the overa)) rate of growth of state 

domestic product, which was lower between 1970-71 and 1981-82 

than between 1955-56 and 1965-66. 

The economic development of the state appears to 

have had a positive impact on the levels of poverty in the state 

with the proportion of state population below the poverty line 

declining over the years, though the actual estimates vary from 

study to study. Poverty estimates made by the state planning 

department are very high compared to those made by other 

researchers.3 

Data required to estimate inequalities in household 

income are not available either for rural or urban Karnataka. 

3. Centre for Monitoring Indian Economy, Basic Statistics Relating 
to Indian Economy, Vol.2 : States (Bombay: CIvi I E, September 
1984), Table 14.9; Centre for Monitoring Indian Economy, 
Basic Statistics Relating to Indian Economy, Vol.2 : States 
(Bombay: Civil E September 1986), Table 14.10; Government 
of Karnataka, Planning Department, Draft Seventh Five Year 
Plan 1985-90, p.37; ar.d C H Hanumantha Rao, "Changes in 
Rural Poverty in India : Implications for Agricultural Growth", 
Mainstream (January 1986): 9-12 and 33-34. 
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. In the case of rural Karnataka we have tried to put to£ether 

data on some variables which can be expected to influence 

household incomes. 

Ownership of land holdings is one such factor. 

Data collected during Agricultural Census' 1970-71 and 1980-81 

on number of holdings and operational area across different 

size classes of holdings indicate virtual stability in landholding 

distribution over the decadal period. The Gini coefficient 

of distribution of rural landholdings had declined only marginally 

from 0.54 in 1970-71 to 0.53 in 1980-81.4 But it is possible 

that rural real incomes are becoming increasingly unequal for 

the following reasons. 

The first is if we assume that agricultural employment 

situation in Karnataka is not different from that at the national 

level, the mandays of employment for agricultural labourers 

in a year 5 should be declining over the years in the state. 

Secondly, the real wage rates for agricul tural 

4. COr.1puted on the basis of data from Centre for 
Monitoring Indian Economy, Data on Agricultural Land 
Holdin s ISBO-81, As Revealed b Official A<ricultural 
Census Bombay: C~,1IE, August 1985), pp.16-18 and 
23-25. 

5. Government of India, Labour Bureau, Indian Labour Year 
Book 1980 and 1981. (Simla: 1982), p.331, Table 10.05. 
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labourers have been declining. The real wage rate per day for 

male field labourer in Karnataka was Rs.2.20 in 1964-65, Rs.I.96 

in 1971-72 and Rs.l.55 in 1981-82~ Thirdly according to govern-

ment of Karnataka estimates, in 1983 while 80 per cent of agri-

cultural labourers, farm workers and allied workers were below 

the poverty line, only about 50 per cent of the other workers 

who were dependent on agriculture (say, cultivators) were considered 

7 to be poor. With approximately 70 per cent of state population 

residing in rural areas (mostly dependent on agriculture) there 

is a strong possibility that within the agricultural sector itself 
the 

the. gap between the rich and lpoor (landed and landless) is still 

a matter of concern. 

The workforce which is one of the important factor 

that influences economic development has been undergoing certain 

disconcerting changes over the years. The growth in the number 

of agricultural labourers is alarming. According to the data 

8 
published by the government of Karnataka the proportion of 

6 .. 

7: 

8.· 

Chandini Varma, "Slump in Growth of Real \\'ages", Business 
Standard, 30 August 1984, p.6. 

Government of Karnataka, Planning Department, An Approach 
to Karnataka's Seventh Five Year Plan 1985-90, p.7. 

Government of Karnataka, Planning Department, Draft Seventh 
Five Year Plan 1985-90, p.32. 
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such workers in total workforce had gone up from 12.6 per cent 

in 1961 to 26.8 per cent by 1981. During the same time cultivator 

and other organized sector worker population has increased 

marginally from 78 lakhs to 91 lakhs at an annual growth rate 

of 0.8 per cent. These changes in the composition of the work-

force do not augur well for a large section of the state population. 

If agricultural labourers can be categorized under the unorganized 

sector, then it may be said that i!1 general the dependency of 

the workforce on the state government has been on the increase 
for 

for minimum wages as well as / em ployment. The recently started 

Employment Guarantee Programme of the state government on 

pilot basis may be a recognition of this fact. 

4.2 fiscal Background 

It is in this perspective that we try to understand 

the functioning of the state government in terms of tax receipts 

and public expenditures. While the complexion of the state 

economy has been changing (some of the facts have already been 

highlighted), the size of the government judged by the magnitude 

of the expenditures under the Consolidated Fund of the State 

budget has shown a dramatic upward trend from Rs.33,937 lakhs 
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in 1967-68 to Rs.190962 lakhs in 1981-82, at current prices. The 

relative size of the government defined here as the proportion 

of expenditure on the Consolidated fund to the net domestic 

product at current prices has gone up from 22 per cent to 33 

per cent over this fourteen year period. 

An analysis of the expenditures on different sectors 

shows that plan expenditures on agriculture, co-operation and 

community development together have gone up from Rs.67 crores 

in the Third Plan (1961-66) to Rs.lli crores by 1978-80. When 

we take into consideration the proportion of these expendi tures 

to the total plan expenditure we notice that their share has 

actually been declining between 1961 and 1980. 

Among the various major programmes, the single 

largest part of plan expenditures has been on irrigation and power 

generation. These expenditures (on irrigation) are positively 

related to both area under cultivation and irrigation. Gross 

cropped area at the end of the mid-term plan (1979-80) was 

III lakh hectares showing an increase of 5 lakh hectares over 

the previous 18 years. Similarly gross irrigated area had also 

shown an increase of 7 lakh hectares between 1961-62 and 

1979-80. But with the proportion of gross irrigated area to gross 

cropped area at 16 per cent (1978-79), Karnataka is still far behind 

the national average of 28 per cent. 
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The discussion of plan expenditures does not fuIJy 

explain the nature of public expenditures given that non-plan 

expenditures have been growing more rapidly than plan expenditures 

and also that non-plan expenditure of the state budget has 

generally been about twice as large as plan expenditures (see 

Table 1). 

Another classification of government expenditures 

is by different types of services provided. Among these services 

expenditures on (revenue and capital accounts together) economic 

services have always been greater than either on general or social 

and community services mainly due to their large share in capital 

disbursements. On the revenue account social and community 

services have the largest share. This may be interpreted as an 

indication of great emphasiS being laid on developing the economic 

infrastructure of the state. Social and community services which 

are generally believed to provide some sociaIJy beneficial goods 

and services directly to the people, occupy secondary position 

under the capital account. Interestingly general services which 

are mostly administrative in nature have the smaIJest share in 

the budget though the difference in expenditures on these services 

and those on social and community services is smaller than that 

between economic and social an(' community services. 



Table 1 

Year 

1967-68 

1977-78 

1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

Sources 

Plan and Non-plan Expenditures. 
(Rs. crores) 

Plan Non-plan Total 
expenditure expenditure expendi ture 

57.61 138.50 196.11 

163.45 472.41 635.86 

117.75 554.19 771.93 

248.31 658.14 906.45 

289.03 777.25 1066.58 

333.2~ 839.4fl 1172.70 

401.09 1026.09 1427.21 

511.66 1141.32 1652.98 

619.83 1517.46 2137.29 

Government of India, Combined Finance and Revenue Accounts, (for various 
years); and Government of Karnataka, Finance Accounts, (for various 
years). 
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When we compare the expenditures on economic 

services under revenue and capital accounts we notice that while 

revenue expenditures on these services have gone up nearly 24 

times between 1957-58 and 1984-85 during the same period capital 

expenditures on the same services have increased 15 times only. 

Thus over the years a greater part of the expenditures on economic 

services has gone for maintaining rather than creating new 

economic infrastructure. This difference between asset mainte

nance and asset creation is also reflected in the expenditures 

on revenue and capital accounts because about 75 per cent of 

public expenditures are accounted for under the revenue account. 

Table 2 gives the necessary information on general, social and 

community and economic services. 

Bifurcating public expenditures into development and 

non-development heads is yet another way of looking at the work

ing of the state government. A very broad categorization of 

these two types of expenditures can be made by considering social 

and community and economic services as developmental and general 

services as non-developmental. Though the former type of services 

i.e., developmental, constitute approximately 70-75 per cent of 

government expenditures, we find that between 1957-58 and 

1984-85 non-developmental expenditures have increased at a faster 



Table 2 

Year 

1957-58 

1967-68 

1977-78 

1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

Expenditure on Various Services. 

Revenue Account 

General Social and Economic Total 
Services* Community Services 

14.20 

56.28 

159.20 

192.71 

223.26 

289.29 

313.33 

383.17 

457.16 

661.49 

Services 

13.41 

49.03 

201.58 

233.89 

273.65 

323.97 

369.77 

452.14 

495.93 

614.94 

25.50 

52.21 

173.07 

210.24 

241.74 

281.64 

319.25 

403.46 

463.45 

607.09 

53.11 

157.52 

533.85 

636.85 

738.65 

894.90 

1002.35 

1238.77 

1116.54 

1883.52 

(!~s. crores) 

Capital Account 

General Social 8" Economic Total 
Services** Community Services 

Services 

2.03 

0.19 

1.47 

2.04 

2.64 

8.97 

3.25 

4.05 

4.96 

5.75 

0.21 

0.68 

6.48 

6.82 

6.03 

5.16 

6.60 

16.89 

10.90 

16.72 

14.56 16.80 

37.72 38.59 

94.06 102.01 

126.23 135.08 

159.13 167.80 

157.55 171.68 

160.50 170.35 

167.50 188.44 

220.58 236.44 

213.30 253.77 

* Inclusive of administrative services and grants-in-aid to local bodies. 

** Inclusive of administrative services. 

Sources: Government of India, Combined Finance and Revenue Accounts (for various years); 
and Government of Karnataka, finance Accounts, (for various years). 
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rate than development expenditures. For example, the former 

have gone up nearly 41 times against a 27-fold increase in the 

latter. Consequently, while the non-developmental part of the 

state budget was only 23 per cent at the beginning of this period 
. 

it went up to 31 per cent by 1984-85. This shift in expenditure 

magnitudes may be a reflection of the continuously expanding 

administrative set-up to supply social and cor.lmunity and economic 

services (bureaucratization ?). 

The resources to meet state government expenditures 

come from both the state and central government budgets. 

Table 3 gives the necessary information. 

The two avenues of central transfers are the shared 

taxes and the grants-in-aid. Between 1957-58 and 1984-85, central 

government share has increased from 9 to 15 per cent. Of the 

various transfers, the largest contribution is made by union excise 

duties followed by grants-in-aid and personal income tax. 

As regards the state's own tax revenues, sales tax 

is the sinole largest revenue source. State excise duties (on liquor) 

and stamps and registration fees occupy the second and third 



Table 3 I Some Important State Goveranent Receipts, EXpenditures and Net Domestic Product 

(Rs. laJ<hs at current prices) 

1957-58 1967- 68 1976-77 1979-8 1980-81 
Sl Budget head -------------------- -------------------- -------------------- ._------------------- ---------------------, 
no ReceipU Expendi- ReCeipts Expendi- Receipts Expend1- Receipts Expendi- Receipts Expendi-

tures tures tures tures tures 

1. Union Excise Duties 226.36 1200.23 5642.38 12980.15 14266.30 

2. Taxes on Income other 
than Corporation Tax 436.82 1082.53 3458.00 4706.68 5455.10 

3. Grante-in-aid from 
Central Government 4325.42 5906.89 7927.90 

4. Land Revenue 403.86 102.33 740.82 201.62 424.56 686.33 692.12 851.72 646.75 1139.46 

5. State Excise 289.07 23.51 711.18 46.03 5226.61 300.52 7383.98 459.16 9370.60 646.37 

6. St!l1lPS and Registration 
lees 139.48 1.89 481.81 14.53 1078.38 107.20 2214.70 150.24 2908.27 193.92 

7. Sales Tax 496.~S 16.68 2824.60 61.34 13730.10 241.56 19977.30 284.22 23735.83 335.26 

8. Total tax Revenue 2886.23 362.99 7279.09 381.71 30437.05 1495.56 45280.68 1983.86 52974.62 2574.14 

9: Re'7enue Account 5814.75 5310.89 17099.43 15752.29 55910.89 49523.94 81929.72 73864.96 95346.34 89490.36 

10. Revenue Account, Net 503.26 1347.14 6386.95 8064.76 5855.98 

11. ClIpital Account 1679.88 3859.24 7760.38 16780.31 31.69 17168.39 

• 1613.:: 666.11 14674.59 10922.92 13276.40 6972.69 32851.92 23546.86 62580.81 12. Public Debt 49694.39 

13. Public Oc!bt + State J 1789.03 1094.37 16065.68 14133.67 15406.87 15885.64 34857.56 34490.92 64581.44 63012.04 
Government loaM and 
adv'!nces 

14. Consolidllted Fund 7749.3: 8085.55 33166.06 33936.85 71317.92 74169.96 116787.28 125136.19 159959.47 171271.37 

15. Consolidated Fund, Net 336.23 770.79 2852.04 8348.91 11311.90 

Net State Domestic;: Product NA 152521.00 32~291.00 482171.00 534 154 .00 

contd ••••• 



Table 3. (contd ••• ) 

Sl 
no 

1. 

2. 

3. 

Budqet head 

Union Ex~ise Duties 

Taxes on Income other 
than Corporation Tax 

Grants-in-aid from Central 
Government 

". Land Revenue 

5. State Excise 

6. Stanps and Registration 
Fees 

7. Sales Tax 

8. Total Tax Revenue 

9. Revenue Account 

10. Revenue Account. Net 

11. Caoital Account 

12. Public Debt* 

13. Public Debt + State 
Government loans and 
advances 

14. Con sol idated Fund. 

15. Consolidated Fund, Net 

Net State Domestic Product 

1981-82 

Receipts 

16626.00 

5539.81 

9337.90 

879.75 

11774.41 

2931.60 

31886.08 

66331.91 

Expendi
tures 

1197.93 

339.46 

202.08 

400.41 

2433.02 

115663.65 100235.58 

16428.07 

109.94 17034.83 

63226.12 56632.53 

69886.91 73491.70 

185660.50 190962.11 

5301.61 

619539.00 

1982-83 

ReCeipts 

17784.10 

6154.52 

10087.86 

730.88 

13169.19 

3264.53 

34477.91 

73635.37 

Expendi
tures 

1452.46 

419.31 

253.72 

508.61 

3042.61 

128066.15 123876.58 

4189.57 

10.36 18844.08 

65145.70 50496.69 

72674.25 71362.38 

200750.76 214083.10 

13332.34 

648907.00 
(P) 

* Internal debt plus loans and advances from the Central Government. 

P • Provisional estimate, ~I Quick estimate1 NA. Not Avail able; 

1983-84 

Receipts 

20695.95 

6376.05 

14241.62 

860.34 

15466.59 

3996.51 

39930.39 

82370.81 

Expendi
tures 

1538.51 

430.29 

271.31 

588.92 

3280.67 

1489945.64 141655.19 

7290.45 

23643.18 

98365.36 80070.90 

104545.89 98667.43 

253491.53 266465.80 

12974.27 

777661.00 
(p) 

1984-85 

Receipts 

23127.50 

6701.68 

18494.20 

729.74 

18061.84 

4680.24 

48458.56 

97699.67 

Expendi
~ures 

1871.73 

538.67 

329.16 

701.43 

3993.88 

173990.02 188352.09 

14362.07 

1.31 25376.59 

134684.50 99466.11 

140346.52 121721.42 

314345.13 337650.10 

23304.97 

836366.00 
(Q) 

Note. Sunmation of rows 9. 10 and 13 is not eq\lal to row 14 due to non-inclusion of inter-state settlements and 
transfers from/to Contin;ency Fund under row 13. 

Sources. GovernTlent of India. er,,,,bined FinanCe and Revenu!; Account§, (for various years) 1 
Karnatilka) , Finance Ac::c,mts, ( for various years); Government of India. Central 
Estimates of State Dom .. ~t1c Product 1960-61 - lQ83-84, Novenber. 1985, pp.62- 65; 
Centru Statistic.:U. Cr-;- c:1isation, Estimates of St"te Domestic Product. 1970-71 -

Government of 
Statistical Orqani~ation, 
and Gov<;!rnment of India, 
1984-85, t'ovember 1986, p.28. 

, . .., ... »l', ... " .... ,.~~{~ 
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positions. The growth in sales tax receipts has also been higher 

than than that in state excise duties. While in 1957-58 the 

receipts from sales tax and state excise duties were Rs.497 

and Rs.289 lakhs, during 1984-85 they are Rs.4&459 lakhs and 

Rs.18062 lakhs respectively. Thus over these 27. years, receipts 

from sales tax have gone up 98 times and those from the state 

excise duties only 63 times. 

The position of land revenue (tax on the ownership 

of land in rural areas) is unique. Tax receipts from this source 

have only doubled between 1957-58 and 19S~-35\\'hile the collection 

charges have increased by nearly 18 times making this an 

unproductive tax. One may attribute this to various factors such 

as lack of progression in tax rates, need for revision of tax rates 

and frequent remissions in tax payment because of drought. There 

exists an urgent need to restore this tax to the important position 

it once occupied in the state budget. 

Another tax which may be substantially revenue yield

ing is the tax on agricultural income. At present this tax is 

being levied on plantation crops only allegedly because of 

administrative problems in levying it on all agricultural incomes. 

The fact of the matter can as well~e the influence/pressure of 

big landlords in limiting the operational scope of this tax. 
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Besides tax revenue, the single largest contributor 

to the state government exchequer is public debt (internal 

debt plus loans and advances from central government). Its 

importance as a revenue mobilizer has been increasing rapidly. 

In 1957-58 its share in receipts under the Consolidated fund 

was 21 per cent only. But by 1984-85 it had increased to 

43 per cent. Contemporaneously the cost of debt servicing 

had risen from 8 per cent to 29 per cent of the expenditures 

under the Consolidated fund. Though mobilizing revenue through 

market borrowings may be relatively easy compared to taxation 

in terms of resistance from the people, the cumulative burden 

of debt servicing will deprive the state government of resources 

required to finance its other socially beneficial programmes. 

It is in this socio-economic setting of stagnant 

agricultural sector, fast growing secondary and tertiary sectors, 

heavy dependence on indirect taxation and public debt to mobilize 

resources that we try to analyse the burden and benefit flows 

to state households through the state government budget. 

The next chapter discusses some problems in 

estimating fiscal incidence in the real world situation. 



CHAPTER V 

FISCAL INCIDENCE IN THEORY AND 

SOME PRACTICAL PROBLEMS 

Fiscal incidence can be discussed under two models. 

One is theoretical and the other e:npirical. The latter gives 

the assumptions, distributive series and the methods of estimation 

adopted by any particular study. We will discuss it in the next 

chapter. In the present chapter however we will highlight some 

methodological issues related to the estimation of tax, expenditure 

and fiscal or net incidence with specific reference to Karnataka. 

5.1 Theoretical Model 

An analysis of fiscal incidence involves two situations. 

One is the hypothetical pre-governmental and the other the actual 

post-governmental. In the former situation a private economy 

exists with each household owning certain assets (including capita

lized value of labour) which determine the flows of income to 

it which in turn determines the household economic position 

relative to other households in the economy. 
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The ideal definition of 'economic position' should include 

all assets which a household owns i.e., its wealth position. But 

detailed data on asset ownership of each household are difficult 

to compile. So usually current income is taken as an indicator 

of any household's relative income position. This is known as 

the 'counterfactual' in say J time 't'. In this situation 'public 

wants' are not met. As fulfilment of such wants becomes 

increasingly essential, individuals come together to form a political 

enti ty called the State. 

The State then would transfer a part of national 

resources from the private economy towards meeting social wants 

and reducing social tensions. The role of the State and what 

Musgrave calls the 'pluralistic approach' to such transfers i6 

widely discussed.1 These transfers take place through the com bined 

1. R A Musgrave, "Theories of Fiscal Crises: An Essay in Fiscal 
Sociology", in Economics 0& Taxation, Eds. H J Aaron and 
!Vi J Boskin (hashington: The Brookings, 1980), pp.361-90; 
R Goldscheid, "A Sociological Approach to Problems of Public 
Finance", in Classics in the Theory of Public finance, Ed. 
R A i,iusgrave and A T Peacock (London: t\'lacmillan, 1967) 
pp.202-13; J O'Connor, The fiscal Crisis of the State 
(New York: St. ~\;artin's Press, 1973); D K Foxley, "State 
Expenditure from a i.'iarxist Perspective", Journal of Public 
Economics 9 (April, 1978): 221-38; and N Poulantzas, Political 
Power and Social Classes, trans. Timothy O'Hagan (London: 
Verso, 1973). 



132 

operation of taxes and expenditures. Whether they 

supply public goods, reduce income/wealth disparities and increase 

the welfare of the people depend on the nature of the State.2 

these theories of the 
As pointed out earlier,/ State range from liberal to radical inter-

pretations. Once the society/economy is fully adjusted to the 

introduction of the public sector in time t 1 each individual's / 

household's 'economic position' undergoes a change consequent 

to paying taxes and receiving benefits through government expendi-

tures. The difference in the economic position of an individual/ 

household between t and t 1 comes close to the definition of 

'incidence' used in fiscal incidence studies. 

This post-fisc situation is taken to be the result of 

only the primary effects of the budget. This has been done both 

to give an operational definition to 'fiscal inCidence' and also 

due to the difficulties involved in capturing secondary effects. 

These fiscal incidence estimates are made for some meaningful 

groups of the society say, social groups, income classes, regions, 

races etc. r." all these cases household and not the individual 

is the unit of study. 

2. B jessop, "Recent Theories of the Capitalist State", Cambridge 
journal of Economics 1 (December 1977): 353-73; and 
A B Atkinson and j E Stiglitz, Lecture on Public Economics 
(Berkshire, England: I\'icGraw-Hill, 1980), pp.294-330. 
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To outline briefly, there are five stages in a fiscal 

incidence study. First, a household income distribution must be 

generated to be used as the income base. Second, tax incidence 

by relevant household groups has to be estimated by allocating 

the actual tax collections to different household groups which 

we believe have paid these taxes. This necessarily involves 

assumptions relating to shifting of tax burden. Third, public 

expenditures are allocated to actual or expected beneficiary house-

holds. Certain expenditures are allocable to specific beneficiaries 
others 

and certain / are not (such as expenditures on defence, law and 

order, administration etc). Fourth, the absolute tax burdens and 

expenditure benefits (i.e., burdens and benefits in money terms) 

by households are then expressed as percentages of respective 

income levels to derive 'effective rates'. These give the 

incidence of taxes and expenditures by household groups. Fifth, 

the effective fiscal or net incidence rate is the result of subtract-

ing the effective tax rate from the effective expenditure rate 

of the respective household group. This rate will show the net 

gain/loss to the corresponding household group through government 

budgetary operations. The mathematical decomposition of household 

income into tax and benefit cor:.lponents is shown by i\ieerman.
3 

3. J P Iv:eerman, "Do Empirical Studies of Budget Incidence 
Make Sense?, Public Finance 33 (1978): 295-313; and 
J Meerman, Public Expenditure in h~alaysia, Who Benefits 
and VJhy? (London: Oxford University Press, 1979), p.SO. 
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Certain methodological issues/problems arise when the 

theoretical model is applied to the real world situation. Some 

of them have been discussed in the rest of this chapter. 

5.2 Aggregate Income Concept 

The aggregate income concept used is the net State 

Domestic Product (SOP). Then the sample survey data on house

hold incomes has been used to generate the state level household 

income distribution by distributing the net SOP across the sample 

households in proportion to the income accruing to them as 

revealed in the survey. The net SOP figures are inclusive of 

industrial and commercial sectors since in the final analysis it 

is the households which generate the net SOP. This product 

exhaustion method is in line with the methodology adopted by 

Reynolds and Smolensky in their fiscal incidence study of the 

US economy. 

Net SOP used is net of depreciation. But this includes 

subsidies provided by the state government through its expendi

tures. These subsidies help the recipient households in generating 

income more than what would have been otherwise possible for 
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them on their own. If we have to find out the actual (or net) 

income generated by the households, we have to reduce the net 

SOP figures by the magnitude of subsidies. To go one step ahead 

we should infact reduce the income accruing to different types 

of households in proportion to different types of subsidies going 

to them. For exainple, subsidy on agriculture should be deducted 

from the incomes of the households involved in that activity. 

For this purpose we need comprehensive data under 

each head of account of the budget regarding subsidies. Data 

on subsidies are available, in part on the revenue account in the 

form of an aggregate figure inclusive of payments given towards 

rebate on the sale of handlooms; loss on the sale of fertilizers, 

improved seeds, pesticides, agricultural implements etc; loans 

to co-operative societies for the salaries of managers; losses 

suffered by co-operative societies 
4 etc. The total magnitude 

of these subsidies was Rs.839 lakhs in 1981-82 or 0.44 per cent 
eXk>enditure on the Consolidated 

of the / Fund. Since we have not been able to identify the 

specific subsidy programmes due to the non-availability of the 

required disaggregated data, we have decided not to make any 

4. Government of Karnataka, Economic and Functional Classifica
tion of the Budget 1983-84. 
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adjustments for these in the household 'original' income distribu

tion. The results of redistribution through the budget therefore 

should be interpreted subject to this limitation. 

5.3 Concept of Household Income 

The concept of income is crucial in any incidence 

study when income is used as a measure of 'economic position'. 

There are two concepts of income. One is the 'broad income' 

and the other the 'adjusted broad income'. The former is used 

when we are experimenting with the case of introducing public 

sector into the private economy and the latter when we are 

removing the public sector from it. Whichever income base is 

used, net incidence rates should be the same. Iv:usgrave and 

others have experimented with both these concepts alternatively. 

Generally, researchers use the 'broad income' concept 

in fiscal incidence studies as the bench-mark. We use this concept 

in our study. Accordingly, by 'household income' we refer to 

all the money income reported by a household in the sample 

survey. We do not impute values to owner occupied dwellin:;s, 
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food grown on own farm and consumption thereof etc.. Such 

imputation calls for a larger data base than that is available 

to us. further, the use of this income concept scales down the 

problem of 'bracket jumpers' - those households who jump to 

a higher income bracket (group) with the inclusion of non-money 

income in the income concept. The Inoney income reported by 

the households has been decomposed into income from transfer 

payments and non-transfer payments. Only the non-transfer 

payments part has been included in the money or 'broad income'. 

The data on household income collected are those of 

the gross household income before all direct taxes. A different 

concept of income can be derived depending on the assumption 

made regarding indirect tax shifting. Assuming that indirect 

taxes do influence the 'counterfactual' through factor shares we 

can inflate the original incomes reported by the households, by 

the proportion of indirect taxes paid by them and develop a new 

income distribution which is used for the purpose of esti;nating 

fiscal incidence. 
t , 

In this case the counter factual itself depends 

on indirect tax incidence assumptions. Indirect taxes also influence 

consul!1ption expenditures. So the magnitude of change in 'original 

income' depends on the magnitude of forward and backward shift-

ing allowed for. 
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In a study by Browning an unusual argument has been 

advanced in that the net effect on real income reSUlting from 

changes in relative prices is close to zero. 5 
It means that sales 

and excise taxes are proportional. 

There is yet another problem of whether transfer 

payments are independent of sales and excise taxes. 

Erowning assumes them to be so, Pechman and Okner make the 

households receiving cash transfers bear a part of the burden 

of excise and sales taxes.
6 

We do not use this adjusted income base (adjusted 

for indirect taxes) though it is true that various taxes and public 

expenditures can alter h t .. I'· t e ongma mcome distribution. The 

concern of the present study is not with such indirect (secondary) 

effects on incomes but only with direct chnnges that can be attri-

buted to the state government budget. Another reason for adopt-

ing this method is that we azsume that indirect taxes are fully 

shifted forward. 

5. E K Browning, "The Burden of Taxation", Journal of Political 
Economy 86 (August 1978): 649-71. 

6. J A Pechman and B A Okner, Who Bears the Tax Burden? 
(Washington: The Brookings, 1974). 
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Though the controversy of what constitutes the appro-

priate income concept at the macro (national) and consequently 

the micro-level is going on for . . 7 
qUite sometime, given the 

present state of empirical work on tax incidence l\ieerman 

concludes, "In short, increasing the factor incomes of various 

income brackets by the presumed incidence of indirect taxes 

according to current canons of tax incidence would not be a valid 

8 
procedure". So we start with a given income distribution and 

concentrate on analysing the direct or primary effects of the 

budgetary instruments at a given point of time. 

We have discussed this problem in Chapter III in connec-

tion with i".ieerman's RPTO incidence (especially in the short run). 

Our interest is limited to studying both tax and expenditure 

incidence independently of RPTO incidence because of the inherent 

theoretical and empirical problems in estimating it. Asset endow-

ments, production functions and relative prices are assumed fixed 

in this study. Subject tc/a number of limitations, we assume that 

at any given point of time RPTO incidence of a budget does 

7. G A Bishop, "Inco:ne Redistribution in the 
National Income Accounts, [,ational Tax 
(December 1966): 378-90. 

Fra:nework of 
Journal 19 

8. J P h;eerman, "The Definition of Income in Studies of Budget 
Incidence and Income Distribution", Review of Income and 

\Vealth, Sere 20" 1 (December 1974): 52.2.. 
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not significantly influence the original income distribution because 

the time period allowed for thcrecessary chcmges to take place 

is short (one financial year only). But we have duly noted the 

criticism of h~eerman and Shome that even the more sophisticated 

researchers "also fail to consider the most obvious aspect of RPTO 

incidence, namely how to adjust household income in the counter-

factual state 1 for the decrease (increase) experienced in 

state 2 because of indirect taxes".
9 Thus the income concept 

used in the present study is one of household income excluding 

transfer payments but with no adjustments made for the secondary 

effects of indirect taxes. 

5.4 Implications of Using PrimaryVs Secondary Data 

One of the problems in using secondary data is that 

they might have been collected in a time period prior to the 

one for which the present study is relevant. But given the paucity 

of data, most of the studies conducted abroad on fiscal incidence 
have 

fused the available secondary data from a previous time period/so 

Such an approach takes for granted factors such as tastes, 

9. J P hieerman and P Shome, "Estimating Counterfactual Incomes 
in Studies of Budget Incidence", Public Finance 35 
(1980): 296-97. 
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behaviour, aspirations, resource availability etc. Sometimes 

it is possible to adjust for at least some of these factors but 

to the extent that is not possible, we will get biased estimates. 

i\loreover these secondary data might have been collected for 

a certain purpose not exactly compatible with the present 

study. That will make the use of secondary data an extremely 

complicated matter. Such data may not also be available 

by the household characteristics we are interested in. Purpose, 

time, presentation and the nature of data collection are some 

of the facets of secondary data that can restict their usefulness. 

PlI these factors have been taken into consiueration 

while using secondary d8ta in our study. We have used secondary 

data only when it is essential to do so and even in such cases 

they are used in conjunction with primary data. 

The inherent drawbacks of secondary data do not 

necessarily imply that pril1lary data have all the answers. 

The most important limitation in using primary data is the 

representativeness of the sample. The concept of representative-

ness is difficult to quantify. It is a problem of a micro-unit 

reflecting a macro phenomenon.. One has to make a judc;ement 

about the sample size, usually constrained by factors such as 

time and finances. Once these problems are overcome, the advan

tages in using primary data are: (1) these data can be collected exactly 
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in tune with the objectives of the study in question and 

(2) there is great scope for collecting qU3litative data~ 

5.5 Implications of a fiscal Incidence Study in a Federal Setup 

In any federal set- up some form of federal financial 

transfers are used to reduce both vertical and horizontal federal 

fiscal imbalances. The generally used forms of such financial 

transfers are tax shares, grants and loans. In India also these 

forms of federal financial transfers have been in operation. In 

any study of state level fiscal incidence, their role has to be 

demarcated. The three issues involved here are: 0) shared taxes, 

(ii) grants-in-aid from the central government and (iii) central 

loans and advances. Each has its own ramifications for a fiscal 

incidence study at the state level. 

In the Indian federal fiscal system while the receipts 

from personal income tax, corporation tax, customs duties and 

union excises are the major sources of revenue for the union 

(central) government the state governments derive the bulk of 

their tax receipts from state sales tax and excise duties. Personal 

income tax and union excises are shared with the state 
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governments. Till its abolition in 1985-86, net yield from estate 

duty was also assigned to the state governments. 

As regards shared taxes, following the basic pre:r:ise 

of the present study of 'state government draft on state house-

holds', shared central taxes cannot be allocated to state households 

as burden because neither the state government collects them 

nor the proceeds assigned to the states are necessarily propor-

tionate to the amount of tax collected from within the state 

boundaries. But these receipts enter state government expendi-

tures and it is impossible to isolate them from each head of 

account. 

But even in the case of not making adjustments for 

shared tax receipts, the policy implications will still be relevant 

because government expenditures (even when partly financed 

through shared tax receipts) are fully under the control of the 

state government and thus can be used by it for redistributive 

purposes. Thus our basic premise of estimating the incidence 

of state government taxes and expenditures on state households 
does not 

'Lpermit us to distribute the receipts from shared taxes. 



144 

On the expenditure side central grants-in-aid and net 

of central loans and advances can be included in our study. This 

appears contradictory to the method of leaving out shared taxes 

on the revenue side. But we will argue below that the contradic

tion is more of an illusion than real. 

Specific and general purpose grants are given under 

different expenditure heads of account. There is some scope 

of identifying specific grants and isolating them. But complete 

isolation is difficult. One way of separating them is by deducting 

the grant under each head of account as given in "160: Grants

in-aid from Central Government" from the corresponding expendi

ture head of account of the state government budget. But the 

block grants allocated by the Finance Com missions cannot be 

so easily isolated since we do not know how these grants are 

expended by the state government. 

But given the basic premise of our study (as stated' 

earlier) it is not necessary to isolate central government grant

in-aid from the state budget. One way of looking at this question 

is the following. Some of the taxes such as personal income 

tax and union excise duties are levied by the union government 

but shared with the state governments. The proceeds from these 
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taxes constitute the 'divisible pool' and their sharing between 

the union and state governments and also among the states is 

subject to the recommendations of the national Finance 

Commissions appointed by the union government. There are certain 

other union government taxes which are not shared with the states. 

lviost important among such taxes are the corporation tax and 

the customs duties. 

The unshared part of taxes in the 'divisible pool' and 

the receipts from unshared taxes can be expected to flow back 

to the state governments, atleast in part, through grants-in-aid 

from central government. Moreover the implementing agency 

of the programmes and schemes for which these grants are given 

is the state government, subject to certain guidelines from the 

central government. The fact of the matter is that the executive 

authority for all these programmes is the state government 

machinery. 

for the above reasons it is appropriate not to isolate 

central government grants-in-aid from the state budget for the 

purposes of the present study. They become part and parcel 

of state government expenditures. We did not distribute them 

separately since they are already included under different 
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expenditure heads of account of the State governrilent budget. 

Regarding central loans, the net receipts go into financ-

ing state government expenditures. These loans are negotiated 

by the state with the centre and their use rests basically 
the 

with the former. followingL similar logic given for not isolating 

the central grants-in-aid, we do not isolate central government 

loans and advances from the state government budget. Thus 

the net receipts under central loans and advances are classi fied 

as benefits to the state households but are not distributed separatel y 

from state government expenditure under different heads of account. 

Many studies conducted over years either on tax or 

expenditure side did not recognize the inte1linkage~between the 

central and state governments in a federal set up. We duly 

recognize such relationship and its influence on the net incidence 

rates. But at the same time we argue that not only the state 

level estimates of net incidence rates are feasible but also useful 

for better policy formulation and implementation. 

5.6 Deficit in the Budget 

The above methodology of not making any adjustments 

for shared taxes, grants-in-aid from the central government and 
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central loans and advances along with net receipts from internal 

debt (see the next chapter ~ section 6.4.3) gives rise to a deficit 

in the state govern:nent budget for the purposes of the present 

study. 

To recapitulate briefly, there are essentially four 

reasons for the existence of deficit in the budget in our study. 

They are: (1) while all government expenditures irrespective 

of their source of financing are allocated to the state households 

(following the logic of complete state government control over 

such expenditures), only tax and non-tax receipts of the state 

government net of tax proceeds shared between the central govern

ment and the state are included in our study, (2) as regards 

various grants-in-aid from the central government, they are 

automatically included in state government expenditures. They 

are excluded from the receipts side of the budget since they 

are contributions from the central government. But at the same 

time they enter state government expenditures because the state 

government implements the programr.les for which these funds 

are given, (3) the net (inflow) of loans and advances from the 

central government is included under the respective heads of 

account of state government expenditures, and (4) we did not 

distribute public debt as burden since it is difficult to find out 
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the contribution of individual households towards public debt and 

also because we assume that public debt is not used as an instrv-

ment of redistribution. But at the same time its (public debt's) 

share in individual heads of expenditure cannot be isolated. 

The effects of the deficit in the budget can be inter-

preted in terms of either direct or indirect effects. The direct 

effect is the high fiscal (net) incidence rates. The classification 

of budget heads adopted by us is based on the principle of state 

government control over its receipts and expenditures. Given 

this, it is not surprising that the fiscal (net) incidence rates are 

large (see chapter IX). 

A more difficult problem is making 
deficit in 

the indirect or secondary effects of the L. budget. 

have distributional implications on two counts: 

adjustments for 
the 
Indirect effects 

firstly, on the 

income-use side and secondly, on the income-source side. The 

deficit is expected to cause inflationary pressures in the economy 

which in turn affect not only the consumption patterns (income-

use) but also the generation of factor incomes (income-source). 

The income-use effect is related to the consumption expenditures 
the 

of households. Given that / low income households have higher 

marginal propensity to consume vis-a-vis the rich, inflation can 
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be assumed to affect them more severely. following this line 

of argument, some researchers allocate a part of the deficit as 

an 'inflation tax' on income-use side. The income-source part 

of inflation is distributed by factor incomes. The division of 

tax between these two sides - income-use and income-source 

sides can at best be arbitrary. rdoreover since these two sides 

are interdependent the arbitrary distribution of tax between the 

two becomes meaningless. 

Another way of treating the deficit is by allocating 

it similar to the burden of all the taxes together as done by 

lviann in his Puerto Rico study. But as he himself pointed out, 

there are many limitations to this method. for example, the 

burdens on income-source and income-use sides together need 

not be the same as the burden distribution of all taxes together. 

In the study by Eapen and Eapen.1they make adjustments 

for the federal and other state government budgets in the 

Connecticut state budget but not for the deficit in the state 

budget. Given that the basic premise of our study leads 

to a deficit in the state government budbet for the purposes 

of our study and it is difficult to make the required adjustments 
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to neutralize its effects on incidence estimates, we do not make 

any adjustments on the receipt side of the budget for the deficit. 

The policy implications of our study will still be valid 

since in order to as~ess the redistribution through the state govern

ment budget we have to analyse all the taxes and expenditures 

for which the state government is fully or uniquely responsible. 

Once the magnitudes of taxes and public expenditures 

are determined it is a question of how tax, expenditure and net 

incidences should be estimated. 

5.7 Allocation of Tax Burden 

Taxes may be used to influence the allocation of 

resources between private and public sectors, distribution of incor.1e 

and for stabilizing the economy. In this study, our concern is 

with redistribution of income through taxation and public expendi

ture. The concept of 'incidence' has been defined accordingly. 

A measure of incidence is obtained by expressing the money burden 

as a proportion of money income across the relevant household 

groups. 
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Besides transferring monetary resources to the govern-

ment, taxes interfere with consumers' choices (more so if they 

are indirect taxes), distort expenditure patterns, lead to less/more 

efficient use of factor inputs and thus affect total output which 

in turn may influence the rate of savings and ultimately the rate 

of growth. All these factors can lead to a reduction in income 

available for private use by a greater amount than the total tax 

collection itself. The general equilibrium analysis of analysing 

the effects of a tax on relative prices and inCOl:1e in the econo;ny 

is quite a complex task. However, the direct money burden is 

in 
/ itself an important aspect of tax incidence. 

We have included all the taxes levied by the state 

government in our study. Taxes shared with the central govern-

ment are left out. The tax burden of state taxes is expected 

to be on the residents of the state only. Tax burden equals the 

amount of tax collected. This way we consider only that fiscal 

activity over which the state government has full control and 

hence is the final authority to make decisions. 

We take into account all the fees paid by the households 

for the services provided by the government. In a fiscal incidence 

study where both sides of the budget are analysed simultaneously, 
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fees are considered as payments made by households for services 

rendered to them by the government. Sometimes these fees/fines 

are punitive in nature. In such cases, their role is similar to 

that of the expenditure on 'J ails' and crime prevention. Vi'e have 

already argued that even these expenditures have a redistributive 

role in that they enable the state to maintain law and order 

in the society. 

Tax incidence is based on deductive reasoning of the 

direction and relative magnitude of shifting of different taxes. 

Direct taxes like the agricultural income tax and land revenue 

do not pose any problems regarding their incidence. On the other 

hand, the incidence of indirect taxes is controversial. There 

are two classes of incidence. One is the incidence of a selective 

commodity tax and the other that of a general excise or sales 

tax. It is generally believed that the incidence of a selective 

commodity tax is shifted fully to the consumer atleast in the 

long run. In the case of a general com modi ty tax (say excise 

or sales tax) one school of thought says that if such a tax is 

levied at a single rate covering all goods and services, then it 

is equivalent to a proportional tax on factor incomes. This is 

explained in the following manner. 
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Since there is no area untouched by taxation, factors 

of production will have to accept a reduction in their incomes. 

Even if the prices of commodities rise as a result of a general 

tax, they rise both for consumption and capital goods and thus 

both consumers and investors will be affected. The tax falls 

both on consumption and saving, the sum of which is income. 

Consequently, whether there is a general price rise or not, the 

burden of a general commodity tax will be proportionate to 

income. Some econo;nists support this line of thinking on the 

ground that tax on capital goods rests with the investors. 

The other school believes that over a period of time 

even this part of the general commodity tax on capital goods 

is shifted to the consumers of the products in whose manufacture 

these capital goods are used. When this happens the general 

commodity tax finally corr:es to rest with the consumers. This 

con:::lusion is based on such conditions as competition, long run 

mobility of factors of production, the absence of controlled 

markets and \vholly specific factors of production such as land 

that can be put to only one use. 

In view of the fact that not all these conditions are 

satisfied at any point of time, what can be said with some degree 
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of confidence is that a part of the tax on capital goods is 

shifted to the consumers in general, at any given point of time. 

This led to some researchers allocating only a part of the tax 

on capital goods as burden during the year in which the tax is 

collected. 10 But some studies following the same logic of 

distributing the total benefit of capital outlays in the same year 

they are incurred (see Chapter III, Section 3.1.4 ) distribute 

the tax collected on capital goods as burden during the year it 

is collected. II 

Another controversial area is the purchases made by 

the government sector which in turn supplies certain goods and 

services to the households. Only in the study of Chelliah and 

Lal 12 we find an atte:npt to distribute the sales tax burden 

on such purchases to households. But we are unable to identify 

any source that gives us reliable estimates of goods bought for 

10. R J Chelliah and R N Lal, Incidence of Indirect Taxation 
in India 1973-74 (New Delhi: National Institute of Public 
finance and Policy, (978), P.IO. 

II. Government of India, i.linistry of finance, Incidence of 
Indirect Taxation 1958-59 (New Delhi: ;\linistry of finance, 
(961); and Government of India, :,iinistry of finance, 
Incidence of Indirect Taxation 1963-64 (New Delhi: ;,'iinistry 
of finance, (969). 

12. Chelliah and Lal, Incidence of Indirect Taxation in India 
1973-74. pp.IO-II. 
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government consumption and construction purposes at the state 

government level. Thus ncfdjustments are made for these 

purchases in our study. 

We use different distributive series for distributing 

direct and indirect taxes. They vary from the ownership of 

agricultural land to household consumption expenditure. The 

amount of tax allOCated to each household is proportionate to 

the magnitude of that variable (distributive series) in that household 

group. In those cases where empirical evidence is insufficient 

we have to depend on theoretical deductions and comr;wn sense 

judgements. They are related to factors such as the nature of 

the tax, elasticities of demand and supply of taxed goods, elasti

city of demand and supply of factors of production etc.. :-':ost 

of the distributive series have been developed using the data 

collected through a household sample survey. Sometimes we use 

the available secondary data also for this purpose. Effective 

rates (i.e., money burden as a ratio of money income)Jregression 

analysis and Gini ...coefficients are some of the other measures 

normally used for finding out the incidence of any budget instru

ment. In a log linear regression function observations are weighted 

by the frequency distribution of households to ensure that the 
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regression lines intersect the true means obtained from individual 

observations. 13 (see Chapter VI, Section 6.8). 

5.8 Allocation of Expenditure Benefits 

Generally taxes are levied to supply di fferent types 

of public goods and services to the people through public expendi-

tures. Sometimes the purpose of tax collection may not necessa-

rily be redistribution of income. Taxation may also be used for 

controlling inflation, encouraging investment etc. Irrespecti ve 

of the purpose/s of collecting taxes, the processes of tax collec-

tion and public expenditure have their own effects on income 

distribution. For each household what it pays by way of taxes 

may not be equal to the benefits it receives through government 

expenditures. What is more, public expenditures by themselves 

do not ensure perfect redistribution in a market economy. A 

more reasonable interpretation is that government expenditures 

open up opportunities for people to earn income or bring within 
the 

L reach of people certain essential goods and services which hitherto 

were not available to them. 

13. M Reynolds and E Smolensky, Public Expenditures, 
and the Distribution of Income, the Uni ted States 
1961, 1970 (:--.Jew York: Academic Press, 1977), p.54. 

Taxes 
1950, 
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Both in theoretical and empirical work, the redistributive 

role of public expenditures has not been given as much impor

tance as it deserves. Though some of the early studies on public 

expenditures date back to 1930s, till very recently the coveragl: 

of analysis has been limited to social security expenditures in 

,western countries. There are very few studies which take into 

account all public expenditures and estiIr:ate their redistributive 

effect. The theoretical stumbling blocks for these studies are: 

(1) who is the actual beneficiary i.e., direct beneficiary/the 

ultimate user? and (2) How does one quantify the benefits? 

Regarding the first problem we study only the direct 

or primary benefits. We do not consider their secondary benefits 

assur:1ing that no change has taken place in the production relations 

of the economy due to public expenditures. Even in certain cases 

like the roads where we distribute part of the expenditures by 

the consumption of transported goods we aSSUlile that the benefits 

are passed on immediately J without any time lag, to the final 

beneficiary. 

As for the second problem, we assume that the value 

or benefit of public expenditure equals the expenditure actually 

incurred. The logic behind this is that since marginal utility 
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of money declines with increase in household income, in many 

situations charging costs to recipients may be a better measure 

of overall effect of budgetary policies on welfare than attempts 

to measure benefits in value terms. for example, a large portion 

of public expenditure accruing to the rich h:x..lseholds is progressive 

(pro-rich) from the point of view of the state and not desirable. 

But if we apply the principle of valuation of benefits by the 

households, then given the declining marginal utility of money, 

the rich may impute a low money value to the benefits accruing 

to them and the poor a high money value. Thus in value terms, 

what is progressive (pro-rich) from the point of view of the 

household may be regressive from the point of view of the state 

and vice-versa. Thus if the approach is to estimate redistribution 

through public expenditures then the assumption that cost equals 

benefit is the best possible solution. 

Public expenditures can be grouped broadly into general 

and speci fic 

pure public 

expendi tures. 

consumers 

goods 

do not 

type 

reveal 

Measuring benefits 

expenditures is not 

their preferences 

from general or 

possible because 

for them. Some 

attempts have been made to use voting behaviour as an indication 

of revealing preferences. Research on these aspects of demand 
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revelation has a long history.14 Their valuation is possible only 

when either the individual preference function or the social welfare 

function or both are known. The pioneering work of Samuelson 

tries to explain the optimal distribution of resources between 

private and public goods but not how the latter can be valued 

and determined.
I5 

On the other hand, valuation of specific expenditures 

is possible if we make the crucial assumption that benefits 

equal the expenditur~ incurred. This is the most feasible valuation 

16 approach known as the accounting approach. This approach 

implies two things: (1) the average cost of supplying goods and 

services is the same for all the people in the society, and (2) 

such provision is efficient in a Pareto optimal sense. That means 

there are no excess benefits or burdens. The above assumptions 

are necessary to equate marginal cost with marginal benefi t 

14. J G Head, "Public Goods and Public Policy", Public Finance 
17 (1962): 197-219; J G-ren and J-J Laffont, "Characteriza
tion of Satisfactory iViechanisms for the Revelation of Prefe
rences for Public Goods", Econometrica 45 (fdarch 1977): 
427-38; and P Bohm, "Estimating Willingness to Pay: \Vhy 
and How?" in hleasurement in Public Choice ed. by S Str~m 
London: The J.lacmillan Press Ltd., 1981), pp.I-12. 

15. P A Samuelson, "Pure Theory of Public Expenditure and 
Taxation" in Public Economies, eds. J IViargolis and H Guitton 
(New York: St. lv:artin's Press, 1969) : pp.9G-123. 

16. Luc de Wulf, "Incidence of Budgetary Outlays: Where and 
Do We Go From Here?", Public Finance 36 (1981): 55-76. 
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at an efficient equilibrium. Vve have made these assumptions 

in our study so that theoretically we follow the same methodology 

as the other fiscal incidence studies. 

Specific expenditures have been distributed as benefits 

on the basis of participation rates collected through a sample 

survey. Wherever necessary we have used the available secondary 

data to construct the necessary distributive series. All the 

indirect benefits or externalities are assumed constant or distribu

tionally neutral. Public expenditure items are selected and classi

fied into various functional categories. Within each functional 

group a judgement is made as to which household groups receive 

these benefits and whether the benefits finally rest with them 

or not. for example, expenditures on roads and bridges can be 

distributed between owners of private motor vehicles and owners 

of private transport vehicles. The latter/are assumed to be passed 

on as benefits to consumers of transported goods. 

No distinction is made between current and capital 

expenditures. Capital expenditures, just as current expenditures 

are incurred in providing certain benefits to the people and thus 

have to be included in our fiscal incidence study. The related 

question is, how to value these benefits? The reason for 
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allocating capital expenditures as benefits in the same year they 

are incurred is explained in Chapter III, Section 3.1.4. 

We can categorize the benefits of capital expenditures 

into two groups. They are: (1) direct benefits sa~ in case of 
ft;,Q.. 

a dam Lincrease in employment opportunities and (2) indirect 

benefit~, say I the creation of a human settlement, higher farm 

incomes and investment opportunities in the area. The sum of 

these benefits is used in deriving the benefit-cost ratio. But 

benefits may not flow as expected due to various technical and 

institutional factors which may create problems to the actual 

construction of the project and its operation once completed. 

The flow of benefits is very difficult to perceive. This makes 

the task of finding out whether the benefits equal costs extremely 

difficult. 17 

When we analyse costs and benefits from this point 

of view, then the imputation method does not seem to be in 

any way superior to the qualitative accounting approach adopted 

in the fiscal incidence studies. Further, we believe that the 

17. W Hettich, "Distribution in Benefit-Cost Analysis: A Review 
of Theoretical Issues, Public Finance Quarterly 4 (April 
1976): 123-50. 
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househol~ benefiting from current expenditures are a fairly good 

representative cross-section of the households benefiting from 

capital expenditures as well. This appears to be a reasonable 

assumption because current expenditures are necessary to maintain 

the 
/ assets created through capital outlays. 

Once we have distributed all the public expenditures 

in the same year they are incurred, the effective rates are found 

out by taking the total household benefit as a proportion of total 

household income in the relevant household group. The analysis 

of regressiveness (pro-poor)/progressiveness (pro-rich) of expendi

tures is similar to that followed in the casEjof tax incidence. 

The pattern of effective benefit rates, the change in the post-

fisc Gini coefficient and the magnitude of elasticity coefficient 

give us estimat~ of expenditure incidence (see Section 6.8 

in Chapter VIl. 

5.9 Estimation of Fiscal Incidence 

Our study is limited to analysing income redistribution 

through the state government budget. It is true that redistribu-

tion also takes place through other policies besides the fiscal 
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policies. Even so, since the share of the budget in the net State 

Domestic Product is ever-increasing it would be relevant to 

study the influence of the state government's budget on income 

redistribution. It is quite evident that if the government has 

the political will, then it can influence distribution of income 

atleast in two direct ways, through progressive taxes and regressive 

expenditures. 

Modern public finance literature is eophatic that taxa

tion by itself need not reduce the real income available for private 

use. Public expenditures absorb these revenues. In the real world 

both taxes and expenditures change simultaneously and consequently 

the pattern of income distribution. The usefulness of fiscal (net) 

incidence estimates stems from this simultaneous determination 

of the receipt and expenditure sides of the budget. 

The fiscal incidence for each household group is esti

mated by combining the corresponding effective rates of expendi

tures and taxes. The net fisc amount (expenditure minus tax) 

of each household is added to its pre-fisc or the original income 

to find out the changes in the post-fisc income distribution brought 

about by the budget. If the budget is redistributive in favour 

of the poor (or regressive) then we will have a negative/low 
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effective rate for higher income groups and positive/high effective 

rate for the lo,ver income groups. 
also 

We / use the Gini coefficients 

and regression analysis to estimate progressivity/regressivity of v 

fiscal incidenee. 

Inspite of the various filethodological problems in 

estimating tax and expenditure incidences, the fact remains that 

governments and people are interested in knowing who bears the 

tax burden and who benefits from public expenditure) 8 

Thus non-economic considerations strengthen the 

argument in favour of a state level fiscal (net) incidence study 

because the state households directly elect (and thus determine 

the composit~on of) the state government and also are the 

recipients of burdens/benefits from it in return. It is also true 

that budgetary policies at the state level can be formulated in 

a better socio-economic perspective given the wide variations 

in socio-economic and cultural characteristics of the local popula-

tion. Such an approach supports our state level study of fiscal 

incidence. 

18. See R J Chelliah and ~ N Lal, Incidence of Indirect Taxation 
in India 1973-74, p.3 for the defence of this line of argu- ./ 
ment on the tax side. 
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Keeping in view the various methodological problems 

and their implications for estimating tax, expenditure and fiscal 

(net) incidences, we have developed a system of classification 

of budget heads of account, variables for analysis and the methods 

of analysis in the following chapter. 



CHAPTER VI 

fRAMEWORK Of ANALYSIS 

Our survey of fiscal incidence studies and the problems 

in applying the theoretical model to the real world situation shows 

that despite many limitations the practical signi ficance of such 

studies is increasingly becoming evicent. for the purpose of 

assessing the progressiveness/regressive ness of the fiscal functions 

of any level of government, it is the net redistributional result 

that should be considered. 

In the Indian context, assessing the fiscal incidence 

is more complicated at the state level than at the national level. 

But at the same time it is more relevant and meaningful. The 

basic premise of our study thus is 'state government draft on 

state households'. following this premise we distribute all taxes 

and expenditures which are under the control of the state govern

ment to the state households as burdens and benefits, respectively. 

6.1 Objectives of the Study 

The present study is an attempt to estimate the 

incidence of the Karnataka state government budget during the 

fiscal year 1981-82. The objectives of the study are three-fold: 
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i) To estimate the incidence of the state government 

taxes on the households in the state. distributed 

both by deciles of household income and major 

social groups. 

ii) To estimate the incidence of the state government 

expenditures on the households in the state. distri

buted both by deciles of household income and 

major social groups. 

iii) To estimate the fiscal incidence of the state 

government budget on the households in the state. 

distributed both by deciles of household inco'ne 

and major social groups. fiscal incidence is 

defined as incidence of expenditures minus taxes. 

To make these estimates we need information on 

incomes. tax burdens and expenditure benefits of state households. 

To estimate tax burdens and expenditure benefits we need to 

know each household's contribution to state tax revenue and the 

public expenditure benefits it receives in return. In other words 

the extent of household participation in state government budget 

activity. These participation rates are then used as distributive 

series to allocate state taxes and expenditures to state house-

holds. 
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Since no secondary data are available on these aspects 

for the fiscal year 1981-82, a sample survey has been conducted 

to collect the necessary data from the state households. 

6.2 fVlethod of Sample Selection 

The state of Karnataka has been divided into four 
(see Appendix 'A'). 

regions for the purpose of sample survey i The criterion for such 

division is the nature of administration in each region prior to 

the reorganization of the state of Mysore in 1956. Five groups 

of the present districts can be demarcated on the basis of the 

above criterion. They are: (i) The Old hiysore state comprising 

the districts of Bangalore, Chickmagalur, Chitradurga, Hassan, 

Kolar, I\landya, Shimoga and Tumkur; (ii) Kodagu (or 

Coorg as it was known earlier) which forms the southern tip of 

the state; (iii) Bombay-Karnataka area consisting of the districts 

of Belgaum, Bijapur, Dharwar and Uttara Kannada; (iv) Hyderabad 

-Karnataka division encompassing the three north-eastern districts 

of the state namely, Bidar, Gulbarga and Raichur and (v) ;\:adras

Karnataka districts of Bellary and Dakshina Kannada. 
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The proportions of population in these five regions 

to the state population work out at 50, 2, 25, 13 and 10 per cents 

respectively. Out of these five regions, given its geographical 

location and compactness, we include Kodagu in the Old ~'lysore 

state region. Thus we arrive at four different regions which 

to some extent continue to exhibit some distinct socio-economic 

characteristics even after their unification in 1956. 

A sample of 700 households (0.01 per cent of the 

state households) has been selected for the survey from these 

four regions. This number has been fixed arbitrarily given the 

financial and time constraints faced by the researcher. These 

households have been divided into rural and urban groups in the 

ratio of 70:30 corresponding to the 1981 C;;nsus rural and urban 

population proportions. 

6.2.1 Rural Sample 

The 490 rural sample households at the first stage 

have been distributed across the four regions in proportion to 

approximate number of households in each region. These figures 

have been calculated for each district using the 1971 Census data 
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on the average size of the household in each district 1 and the 

corresponding population estimates given in the 1981 Census provi

sional population tables.
2 

By adding up the district households 

thus calculated, we arrive at the approximate number of households 

across the four regions. 

At the second stage, the regional sample has been 

distributed among the sample district/districts. Given that about 

50 per cent of the districts in the state can be found in 

region 0) itself, we specified two conditions for the selection 

of sample districts from different regions. The first condition 

is that at the maximum in any region the sample districts should 

equal the proportion of the districts in that region to the total 

number of districts in the state. The second condition is that 

at least one district should be selected from each region. The 

second condition becomes imperative because if we apply the 

first condition only, regions (iii) and (iv) may not get any 

representation in the sample. Thus using these two salTlpling 

1. Government of India, Census Commission, General Population 
Tables, Series 14, Part II-A, 1971, l\;ysore (Bangalore : The 
Director of Census Operations in l\;ysore, 1973), p.4l. 

2. Government of India, Census Commission, Provisional Population 
Tables, Series 9, Paper 2, Karnataka (f\:ew Delhi: The Registrar 
General and Census Commissioner of India, 1981). 
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conditions we have selected at random five districts from 

Jt.egion (0 and one district each from the other three regions after 

arranging the districts in each region alphabetically. 

The sample districts thus selected have been Bangalore, 

Hassan, Kodagu, Kolar and Idandya from region 0); Dharwar 

from region (ii); Bidar from region (iii) and Dakshina Kannada 

from region (iv). The regional rural sample has been assigned 

to the sample districts in proportion to the approximate number 

of households in each of them. This rule has been applied only 

for region 0) since in the other regions we have only one sample 

district each and so the regional sample has been assigned to 

that particular district. 

The third stage is one of selecting one tal uk each 

from the eight sample districts. This has been done by first 

listing the taluks in each sample district alphabetically and then 

selecting one of them at random. The list of taluks has been 

taken from 1981 Census provisional population tables. Selecting 

the sample taluks in regions (ii), (iii) and (iv) is not complicated. 

But in region 0) we have applied the conditional sampling method 

such that not more than one taluk is selected from each sample 

district. For this purpose we have first arranbed all the five 
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districts in region (i) alphabetically and within each district taluks 

have also been listed in the same manner. After arranging the 

taluks alphabetically in each region they have been nssigned 

serial numbers (See Appendix 'A'). In all there are forty taluks 

in these five districts. We divide this number by the number 

of sample districts, namely five to arrive at the iterative constant 

of number eight. Next, one tal uk has been selected at random 

from the first district in the region and by adding number eight 

to the serial num ber of taluk selected from the first district, 

the next taluk from the next district has been selected. The 

iterative procedure has been carried on till five taluks, one from 

each saople district has been selected. for example, 

Doddaballapura is the sixth of the eleven taluks in Bangalore 

district, when listed alphabetically. By adding its serial number 

six to the iterative constant of eight, we get the number fourteen, 

which happens to be the third taluk in Hassan district. 

Once the five taluks are chosen, the regional rural 

sample has been allocated to each of them in proportion to the 

number of rural households estimated for each of the respective 

districts (i.e., the district to which the taluk belongs). This 

has been done since only one taluk is selected from each sample 

district. for example, there are 236 rural saI;lple households 
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in region (i) and out of these 69 sample households (29 per cent) 

have been allocated to Doddaballapura taluk because the district 

to which this taluk belongs (i.e., Bangalore) has 29 per cent of 

the estimated rural households in this region. With regard to 

the other three regions, one taluk each has been selected at random 

from the respective sar.1ple district. Thus for these three regions, 

the regional, district and taluk sample is one and the same. 

The next stage of sampling is the selection of villages 

in the sample taluks. Given that each taluk has a large number 

of villages (usually more than 100), we have selected three villages 

from each taluk. Among these villa6es once again there are 

variations in size. So we have divided these villages into small, 

average and large villages. For this purpose, first the average 

size of the village in the taluk has been workedout in terms of 

resident households. Since it is di fficult to get a village exactly 
have 

of the size of the average village, weLallowed a 5 per cent range 

for selecting the average village. For example, in Doddaballapura 

taluk the average size of the village is 87 in terms of households. 

So the 5 per cent range for selecting an average size village 

gives us the choice of choosing a village having 83 to 91 house-

holds. 
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Once the range for the average villaee is fixed, the 

next step is to select the sample village. To do so we first 

list out the villages in each taluk by the serial order of location 

codes. We have followed this method because Census location 

codes roughly indicate the spread of villages from the taluk head

quarters which are the ceiltres from , ... here government department 

programmes are supervised. from these location codes, one village 

each has been selected from the large, average and sI:lall 

categories of villages, randomly. Once these three types of 

villages have been chosen from each taluk, the taluk rural sample 

has been distributed across the three sample villages in proportion 

to the number of households in each of them as given in the 

1971 Census data. This has been done because at the time 

of sample selection, the relevant data from 1981 Census are not 

available. Selection of sample households in each sample village 

has been done on the basis of house lists prepared for the purpose 

of collecting housetax by the village panchayat. An interview 

schedule (see Appendix 'B') has been canvassed among the sample 

households to collect the necessary household data. The same inter

view schedule has been canvassed among the urban sample households 

as well. 
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6.2.2 Urban Sa:11ple 

For the purpose of distributing the urban sample, 

district head-quarters have been identified as 'urban centres' 

because of the concentration of urban population of the districts 

in them. For exarilple, in 1981, population of the. eight sample 

district head-quarters accounts for nearly 65 per cent of the 

urban population of these districts. Even across the (then) 19 

districts of the state, district head-quarters accounted for about 

50 per cent of the total urban population. Thus we consider 

it relevant to identify the district head-quarter as the 'urban 

centre' for the purpose of selecting the urban sample. 

The 210 urban household sample has been distributed 

among the four regions in proportion to the approximate number 

of urban households in each. The procedure is similar to the 

one adopted in the case of rural sample distribution across the 

same four regions. The second stage involves distribution of 

the sample across the eight district head-quarters. Regions (ii), 

(iii) and (iv) do not pose any problem because there is only one 

'urban centre' in each of them. But in region (0 there are 

five 'urban centres' and consequently region 0) urban sample has 

been distributed ar.lOng them in proportion to the estimated number 
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of urban households in each of the five districts. For exar.1ple, 

Bangalore district has 78 per cent of the urban population of 

the five districts in region (i). Thus out of the 122 sample house

holds distributed to region (i) ninety-five have been assigned 

to Bangalore city. 

In each district head-quarter, using the 1971 Census 

docur.lents, every fifth ciivision/'.>:ard and within each division/ward 

one enumerator block is chosen at random. These enumerator 

blocks are usually particular streets in the locality. The 'urban 

centre' sample has been futher -divided across these enumerator 

blocks (or streets) in proportion to the number of households in 

the corresponding division/ward. Then the houselists prepared 

by the city corporations/municipalities (for the purpose of collect

ing property tax) have been used to select the required number 

of sample households in each locality/street, at random. 

6.3 Generation of Household Incor.1e Distribution 

Data on household inC0i11eS have been collected through 

the sample survey. Compilation of urban incomes is found to 

be less complicated than compiling rural incomes. This is due 

to the fact that salaries and business incomes are the main sources 
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of urban incomes and the households are fairly clear about their 

annual incomes. 

In rural areas also non-agricultural income is reported 

fairly clearly by the households receiving such income. But the 

incomes reported by households involved in agricultural activity 

are ambiguous. So we have used the following methods in comput

ing the annual incomes of such households. There are three types 

of households involved in agricultural activity. 

The first category are cultivators. In their case, 

agricultural output of the year has been multiplied by the harvest 

prices of the respective crops collected from the Bureau of 

Economics and Statistics, Government of Karnataka 

Appendix Ie') to derive the annual household farm income. 

(see 

The 

same methodology is adopted when an urban household reported 

agricultural income during 1981-82. Harvest prices have been 

used to have some kind of uniformity at the district level in 

the prices of agricultural produce sold though this method has 

the drawbacks of assuming: (i) that the farmer sells all his output 

iomediately after harvesting, (ii) there are no distress sales 

and (iii) the prices received by different types of farmers i.e., 

large, medium, siTIall etc., do not vary. 
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The second category of households are the agricultural 

labourer households. Their incomes depend on the number of 

days of employment and the per day wage available for each 

member of the household. Data on these aspects have been collec

ted from the agricultural labourer households and their annual 

incomes calculated. 

The third category ere the cultivator-cum-agricultural 

labourer households. From such households we have collected 

information on: 0) the number of persons in the household engaged 

in \':age ernploy;nent and 0) the total agricultural output from 

the land cultivated by them. The wage and output components 

of household incomes are calculated in the same way that we 

have computed the incomes of the agricultural labourer and 

cultivator households respectively. Then the annual income of 

these households has been derived. 

Households (both' rural and urban) who do not have 

any independent source of income except for help from other 

family members or from government old age (social security) 

pensions have been tre8.ted as households with zero incomes. 

Thus household income in our study is net of transfer payments from 

the state government. 



179 

The next step is to classify the heads of account 

in the budget in such a way that relevant revenue and 

expenditures are identified for the purpose of estimating tax, 

expenditure and fiscal incidences. 

6.4 Classification of B'udget Heads of Account 

The method of classifying the budget heads of account 

should be seen in the context of given 'plan' objectives. The 

'plan' objective of government of Karnataka's Sixth Five Year 

Plan is growth with employment and social justice. "Therefore, 

objectives and policies of redistributive justice should get 

3 
interwoven with the objectives and policies ofdevelupment itsel f." 

One of the guiding factors of the state's Sixth five 

Year Plan is income redistribution. It has been explicitly 

stated that mere growth of output does not logically ensure a 

better distribution of income and wealth.
4 

A novel feature of 

the Plan is the focus on the problems of Scheduled Castes, 

Scheduled Tribes, artisans, agricultural labourers, small and 

3. Government of Karnataka, Planning Department, Draft Sixth 
five Year Plan 1980-85, p.45. 

4. Ibid. 
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marginal farmers, urban poor and backward communities who 

would be provided with certain opportunities for fulfilling their 

basic needs under various anti-poverty programmes. for this 

purpose both fiscal as well as non-fiscal measures are used. 

Eut redistribution through fiscal tools such as taxes and public 

expenditures has a significant role. 

In view of the fact that we are interested in studying 

the redistributive role of the state government budget, we have 

classified the various heads of receipts and expenditures into 

broad economic categories or accounts with common characteristics 

and having a bearing on redistributing household income. Thus 

for the purpose of the present study there are three accounts 

viz., tax account, non-tax account and unmatched account. 

6.4.1 Tax Account 

This account consists of all those heads of tax revenue 

and the corresponding expenditures incurred in collecting these 

taxes. This account also includes expendi tures incurred to promote 

small savings in the state. Receipts from shared/assigned taxes 

such as personal income tax, union excise duties, estate duty 
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and hotel receipts tax do not form part of this account for 

reasons discussed in the previous chapter (see Chapter V. 5.5). 

Similarly. though levied by the state govern:11ent receipts from 

central sales tax cannot be distributed as burden to the state 

households. We will discuss the reasons for this below. 

Central Sales Tax Act enacted in 1956 after amending 

the Constitution (6th amendmen~) provides for the levy of a tax 

on sales that take 

commerce. Under 

place in the course of inter-state trade or 

the 1956 Act. the central governr:1ent has 

delegated the power to levy and collect this tax to the state 

governments on inter-state sales effected by dealers. The entire 

proceeds of the tax are retained by the respective state govern

Dents. 

\,\'e argue that the burden of this tax is not on the 

residents of the state in which the tax is collected but on the 

residents of the state where the goods are sold. the implicit 

assuE1ption being full forward shifting of the tax. The central 

sales tax burden on households in Karnataka thus will be reflected 

in the budgets of other (neighbouring) states. On the grounds 

that the central sales tax collections reflect tax exportation and 

that we are not assessing the tax burden on Karnataka households 
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due to the imposition of taxes by other state governments we 

do not take into account the central sales tax receipts in estimat

ing state tax incidence. 

But the state commercial tax officers are responsible 

for collecting both central and state sales taxes. Thus it is not 

possible to find out the expenditures incurred in collecting the 

central sales tax separately. So no adjustments have been made 

on the expenditure side of the tax account towards the administra

tive expenses of central sales tax. 

With regard to state tax revenue, the net tax receipts 

of each tax head have to be allocated as burden to the households 

on the basis of standard or alternative assumptions. Alternative 

incidence assumptions have been used to make explicit the 

theoretical uncertainty of incidence of various taxes. The 

importance of alternative assuI-:1ptions is directly related to the 

controversy on shifting. 

Certain expenditures are incurred in collecting the 

state taxes. They appear as expenditures under the tax account. 

Generally such expenditures are considered essential for the 

functioning of the fiscal system itself and thus are not allocated 
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to households. But we believe that the entire public expenditure 

is incurred in public interest and for public benefit. So the net 

receipts/expenditures should be allocated to the participants in 

the activity to which these expenditure's are related to. This 

is an automatic procedure in any fiscal incidence study. These 

expenditures serve the purpose of enabling the people to pay 

taxes with minir.1um inconvenience and raising tax revenue to 

finance other public expenditures. In that way they have a role 

to play in the redistributive f.1echanism of the budget. 

So under each tax head only the net receipt/expenditure 

is distributed as burden/benefit to the households. If the net 

amount (i.e., expenditure minus tax) is positive then the tax 

is economically unproductive. The various inciividual heads of 

account and the respective tax and expenditure amounts are given 

in Appendix '0' • 

6.4.2 Non-Tax Account 

This account shows state government expenditures 

under five broad categories of services. The entries usually run 

across both revenue and capital accounts of the state budget. 

Appendix 'E' gives the various expenditure heads of account and 

the corresponding expenditures. 
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As explained in the previous chapter (see 

Chapter V, 5.5) grants-in-aid and loans and advances from the 

central government are not distributed separately in the present 

study 
/since they are already included in the state governr.lent expenditure 

heads of account, either explicitly (grants-in-aid) or implicitly 

(loans and advances). Similarly we do not distribute internal 

debt of the state government separately. 

The ways and means advances of the state government 

are left out because they are :nere book adjust ments. These 

loans taken from the Reserve Bank of India to meet day-to-day 

expenditures are generally paid back by the end of the financial 

year, in full , The net expenditure on ways and means during 

1981-82 is due to clearing off of the previous vear's balance. 

It is not a benefit to the state households since the payment 

is made to the Reserve Bank of India but not to the households. 

Loans and advances by the state government to indivi-

duals/organizations are relevant for our study. The a:nounts 

advanced to individuals are small. The net amount under each 

loan head of account is treated as indirect capital outlay by the 

state government but as direct benefit to the state households. 

The net amounts have been distributed in the sane manner as 

the other public expendi tures. 



185 

Of the five groups of services we have under the 

non-tax account i.e., general services; administrative services; 

social and community services; economic services and other 

receipts and expenditures, inclusion of general services need some 

explanation. 

Some researchers leave out general service expendi ture s 

like those on administration of justice, legislature, council of 

'Ministers, etc., from expenditure/net incidence studies. The 

logic for that being these services are essential for the working 

of a given socio-economic - political system and thus have no 

redistributive role. But by maintaining a given system these 

services do have a role in redistribution of income through other 

public expenditures. Another way of looking at these services 

is from the point of view of the individuals in the society who 

enjoy the benefits of these services equally. We have taken 

into account both these points of view in our study. Under the 

standard assumptions we have distributed these expenditures by 

the household use of various administrative, social and community 

and economic services. Under the alternative assumptions they 

have been distributed on per capita basis. 

There are some other heads of account which do 

not strictly come under any of the first four types of services 

referred to earlier. One such account is 068: i:iiscellaneous 

General Services. They are classified under 'Other Receipts 
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and Expenditures'. Dut the procedure to distribute their burdens/ 

benefits wiII be the same as in the case of other non-tax heads 

of account. 

After identi fying the expenditure heads that can be 

included in our study, we have cross-classified them across the 

revenue and capital accounts of the state budget to derive the 

net expenditure figures. Thus for example, expenditures on head 

of account 'Housing' will have entries (though some of them may 

carry only zero values) under revenue receipts, revenue expendi

tures, capital receipts, capital outlays, (state) loan receipts and 

(state) loan expenditures. The receipts carry a negative sign 

and the expenditures a positive sign indicating that they are 

'burdens' and 'benefits' respectively. We distribute the net amount 

as either burden (negative sign) or benefit (positive sign) 

depending upon the sign it carries. A positive sign indicates 

net benefit flow to the state households. How these benefits 

are distributed among the households is fo~nd out through the 

sample survey. 
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6.4.3 Unmatched Account 

This account includes all those heads of account which 

are not included in our study directly. Cross-classification of 

the amounts under these heads of account are shown in Appendix 'F' 

The Unmatched Account has been sub-divided in such a manner 

that the magnitude of central government share in the state 

government budget is brought out clearly. 

Regarding the individual state government budget 

heads under the Unmatched Account, appropriations for reduction 

or avoidance of debt involve creation of sinking funds to repay 

interest/principal of the loans raised by the state government. 

These are not expenditures on behalf of the people. They merely 

create some 'funds' for the purpose of debt clearance. The net 

of internal debt goes in for financing the other state government 

expenditures. Thus any separate quantification of their burdens/ 

benefits will amount to double counting. By their very nature 

the inter-state settlements fall outside the scope of the present 

study. Transfers to the Contingency Fund are to be used only 

in emergencies and do not come under the regular expenditures 

benefiting the people i.e., the Consolidated Fund expenditures. 

The capital receipts of the state govern:nent are the receipts 

in terms of bonus shares on its investment in Governr:1ent Soap 
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Factory in r~1ysore. They do not involve any direct burden to 

the people of the state. The dividends and profits are receipts 

from the state government investment in public undertakings and 

the like. They are not payments by the people and the burden 

is not passed on to them. So they are not included in our study. 

Expenditure under the ;,ead of account 500: Invest:nents in 

General Financial and Trading Institutions (zero a,wnt in 1981-82) 

is incurred towards payments for bonus shares given to the state 

government on the investments made by it in various companies. 

Since these payments have no redistributive role, we have 

decided not to assign them to state households. 

The three 'accounts' referred to above constitute 

the Consolidated Fund which is the most important part of the 

budget in terms of redistributive policies. The other two accounts 

of the budget naiilely, the Public Account and the Contint;ency 

Fund are not included in the present study since they have no 

bearing on systematic redistributive policies through the state 

government budget. 
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6.5 Tax Account Incidence Assumptions and Distributive Series 

In this sectJon we describe each tax head in terms 

of its nature and the distributive series used to find out its 

incidence. The same have been summarized in Appendix 'G', 

Each tax head is identified by the respective account numbers. 

(0 022, 220 Taxes on Agricultural Income 

This tax is levied under the Karnataka Agricultural 

Income Tax Act, 1951. The receipts are mainly from plantation 

crops and that too from coffee. So these receipts have been 

distributed among the planter households in proportion to reported 

income from plantation crops such as coffee, pepper, cardamom 

etc., 

(ii) 028, 220 Other Taxes on Income and Expenditure 

These receipts are from the tax on professions, trades, 

callings and employment being levied from 1976 under the 

Karnataka Taxes on Professions, Trades, Callings and Employments 

Act, 1976. According to this Act "every person who exercises 
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any profession or calling or is engaged in any trade or holds any 

appointment, public or private or is employed in any :llanner in 

the state" is liable to pay a tax ranging from Rs.50 to Rs.250 

per year. This tax has been assigned to all such households who 

have atleast one employee earning not less than Rs.500/- per 

month since the minimurn monthly income of an employee should 

be Rs.500/- per month for him to be liable to pay this tax. 

The implicit assumption of this procedure is that there are no 

variations in the amount of tax paid by households. But given 

the small range of tax rates we expect that the bias in our 

estimates due to this factor will not be large. 

(iii) 029, 229 Land Revenue 

This head of account shows a net out flow fro:n the 

state government to the households due to the large staff employed 

by the state revenue departlllent and remissions of land revenue 

(for dry agricultural land holdings below 10 acres) announced during 

the financial year 1981-82. These two factors have Tilade this 

tax unproductive. following the general methodology adopted in 

this study we have distributed the net expenditure as benefit 

to the households. Since both land revenue proper and various 

other receipts/expenditures such as maintenance of land re~ords 
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etc., are accounted for under this head we have subdivided the 

tax receipts and expenditures into these two categories. Even 

after such an exercise we find net out flow both under land revenue 

proper and the other items. 

\Ve have used alternative assumptions for the distribu

tion of these benefits. Under the standard assumption series 

benefits have been divided into land revenue and other items 

with the for:ner being distributed by the actual land revenue 

paid by the households and the latter by the household ownership 

of agricultural land since the state revenue departinent maintains 

a record of all agricultural land holdings. 

The alternative series is household ownership of zgricul

tural land since this is a tax on agricultural land owned. 

(iv) 030, 230 Stamps and Registration fees 

These are collected by the state government under 

various Acts like the Karnataka fees and Suits Valuation Act, 

IS5S; Indian Sta;np Act, 1899; The Karnataka Stamp Act, 1957 

and the Indian Registration Act, 1908. Stamp duties are of two 
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types - judicial and non-judicial. The former are mostly in the 

nature of court fees realised in stamps impressed and the latter 

arise from the sale of stamp papers of several monetary 

denominations. 

The Registration fees are mainly from the docu;nents 

affecting imlnovable property. So the distributive series is the 

households involved in either a court case or a property transaction 

during 1981-82. These fees have been distributed alternatively 

by household incoiT.e on the assumption that richer households 

are generally irwolved ITDre ~ in litigation and property transactions. 

(v) 035, 235 Taxes on 1m movable Property other than 

Agricultural Land 

Receipts under the Karnataka Urban Land Tax Act, 

1976 are accounted for under this head. It is a tax on urban 

land exceeding the value of Rs.5,OOO/-. It is levied 0:11)' in some 

important towns and cities in the state. l\!o ta>: is levied on 

land less than 2400 square feet and used solely for residential 

purposes. In fact there is a net payment out of this head of 

account due to refunds. But given that the net payment is only 

Rs. 11000 redistribution through this tax is practically non-existent. 

So we do not estimate the incidence of this tax. These net payments 

have been shown under the unmatched account. 
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(vi) 039, 239 State Excise 

The proceeds from the Karnataka Excise Act, 1965 

have been accounted for under this head. Ne2rly 80 per cent 

of these receipts COl1e from the sale of country spirit including 

arrack and country fermented liquor. Data on consumption 

expenditure on intoxicants~ have been collected through the SC:ll;1ple 

survey and used in castributing the burden of state excise duties 

to the households. 

(vii) 040, 240 Sales Tax 

The proceeds from the Central Sales Tax Act, 1956 

and the Karnataka Sales Tax Act, 1957 are credited to this head 

of account. Only the receipts under the KST Act are relevant 

for our study (see Section 6.4.1 of this Chapter). 

Ite;n-wise consumer expenditure data corresponding 

to the commodities on which state sales tax is levied could not 

be collected in the manner in which l"SS consui:1ption expenditure 

data are collected. Even using the NSS data, incidence of sales 

tax on a large number of items cannot be estimated for the simple 

reason that such detailed information on household consu,nption 
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expenditures is not available in the published ~SS data. The 

NSS data published periodically give information on approximately 

20 items \'ihile the cOITI:TIodities subject to sales tax are iTIOre 

than 150. 

Given this major constraint on data availability 

state sales tax receipts have been broadly classi fied into those 

from 'foodgrains and its products' and all the other items on 

the basis of item-wise sales tax revenue available \\"itll the depart

ment of commercial taxes, goverm:1ent of Karnataka. These 

two groups of tax receipts then have been distributed by the 

corresponding household consumption expeilditures collected through 

our sa:-llple survey. Expenditures on sugar, textiles (except silk 

fabrics) and tobacco/tobacco products have been excluded from 

household consumption expenditures since the ur.ion government 

levies additional excise duty on these three items in lieu of state 

sales tax. 

(viii) 041, 241 Taxes on Vehicles 

Receipts from the Karnataka :,iotor Vehicles Taxation 

Act, 1957 and the Indian ;\;otor Vehicles Act, 1939 are credited 

to this account. \\'e use t;lree complementary distributive series 
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for their distribution. Firstly, we distribute the tax on personal 

vehicles to owners of motor vehicles. Secondly, we assume that 

the tax on transport vehicles is passed on to the consumers of 

transported goods and thirdly, the tax on passenger carriers (buses, 

taxis etc.) is allocated to the users of the same (i.e., COlTIllluters). 

On the basis of tax collected on different types of vehicles, we 

distribute 70 per cent of the tax receipts by motor vehicle owner

ship, 20 per cent in proportion to household consumption expendi

ture and 10 per cent on per capita basis. The implicit assumption 

in using the per capita distributive series is that there is no varia

tion in the use of personnel carriers by households. 

(ix) 042, 245: Taxes on Goods and Passengers 

The proceeds credited to this head come from the 

imposition of Karnataka Tax on Entry of Goods into Local Area 

for Consumption, Use or Sale therein Act, 1980. This tax is being 

levied from 1979-80, after the abolition of Octroi. This Act covers 

three items namely, cotton textiles, tobacco and its products 

and sugar. Since these are common consuII.1ption iter:1S for most 

of the households, the tax receipts have been distributed by house

hold consumption expenditure to urban households. 
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(x) 043, 245 Taxes and Duties on Electricity 

These are proceeds under the Karnataka Electricity 

(Taxation and Consumption) Act, 1959 and the Indian Electricity 

Rules, 1956. These receipts can be broadly classified into domestic 

and non-domestic categories. We assume that non-domestic 

receipts are from industrial use of electricity. Domestic 

consumption of electricity (20 per cent)5 has been distributed 

by household monthly electricity bill. The non-domestic component 

is expected to be passed on to the consumers of industrial and 

commercial goods and services. We could not generate any 

distributive series for the use of electricity for non-domestic 

purposes by state households. So we assume that household income 

is a fair approximation of the consumption of goods and services 

supplied by the non-domestic (industrial and commercial) sectors. 

5. This is based on the data collected from the Karnataka 
Electricity Board on domestic and non-domestic consumption 
of electricity in Karnataka during 1981-82. 
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Other Taxes and Duties on Commodities and 

Services 

This head accounts for a group of taxes and cesses 

like the entertainment tax, betting tax, luxury tax, educntion 

cess, health cess, forest development tax and other receipts. 

The entertainment tax receipts collected under the 

Karnataka Entertainl~lent Tax Act, 1958 are the sin&le largest COr.1PO

nent of receipts under this head of account. We distribute this 

tax to the households by I'.lOnthly household expenditure on 

cinemas. 

Betting tax is levied on bettors under the Karnataka 

Betting Tax Act, 1932 and the Karnatakn Race-course Licensing 

Act, 1951. Since \ve were unable to ex>llect sufficient data on 

households \vho bet at horse races we have assuned that those 

who go to horse races are more or less the same people who 

buy lottery tickets regularly, on the assumption that the basic 

nature of lotteries and horse racing is &o:-nbling. 

Education cess is levied at the rate of 10 paise per 

rupee on all items of land revenue and state excise. \-.'e are 

not able to deteroine the share of receipts fro:-,1 cess' on land 
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revenue and state excise. This cess is also i:nposed on urban 

local body taxes such as property tax and taxes on professions, 

trades, callings and employment. But local authorities including 

municipal corporations and municipalities cannot levy any tax 

on professions, trades, callings and eniployments as per section 

30 of the Karnataka Tax on Professions, Trades, Callings and 

E:nployments Act 1£76. Given this we feel that the distribution 

of education cess proporti0nate to the distribution of land revenue, 

taxes on professions, trades, callings and efi1ployment and state 

excise receipts will not be very wide off the mark. 

Health cess is levied at, the rate of 15 per cent on 

land revenue, state excise, taxes on professions, trades, callings 

and employr:lent and cinematography show tax. Using the same 

logic as with regard to the education cess, we distribute the 

health cess proportionate to the distribution of land revenue, 

state excise, taxes on professions, trades, callings and employment 

and cinematograph show tax respectively. 

The forest develop:-nent tax is levied Ulider the 

Karnataka Forest (Al11endI~lent) Act, 1976 on the forest procuce 

disposed off by the state, major share of which comes from the 

sale of timber. Since we are not able to perceive any 
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redistributional role performed by this tax, we distribute the tax 

proceeds by household incoil1e. 

The other receipts credited to this head of account 

come from the licence fees and taxes levied under the KarnataJ~a 

Lotteries and Prize Competitions Control and Tax Act, 1951. 

These receipts are distributed to housekllds purcho.sing lottery 
ticket 

tickets regularly i.e., atleast one La month. There is a net out-

flow from the state government under this minor head. 

The tax on luxuries is levied under the Karn3taka 

Taxes on Luxuries (Hotels and Lod;;ing Houses) Act, 1979. This 

tax is applicable to any hotel or lodging house chargin; Rs.20 

or more per person per day. The tax ranges froE1 5 to 10 per 

cent of such per day charges. \"\:e assume that this tax is 

applicable !,lOstly to the urban areas. In the absence of any 

data on household use of hotels, these tax receipts have been 

distributed to urban households proportionate to household inC0i11e. 

(xii) 247 Other fiscal Services 

These are not receipts but expenditures included 

under the tax account. These expenditures are incurred for 
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promoting small savings in the state. The benefits should go 

to the households with small savings. But we are unable to 

generate the necessary distributive series using the survey data. 

So we have distributed them by household income under the 

standard distributive series. 
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6.6 Non-Tax Account: Incidence Assumptions and 

Distriuutive Series 

In this section we describe each expenditure head 

in terms of its nature and the distributive series used to find 

out its incidence. The same have been summarized in Appendix 'H'. 
Each expenditure head is identified by the respective account 
numbers. . 

6.6.1 General Services 

252 Secretariat - General Services 

Vv'e distribute the expenditures under this head by 
all 

the household use of/general services. 

(ii) 211 Parliament/State/Union Territory Lesis!atures 

State leGislature is assumed to create an environ:nent 

in which the people of the state can make the best use of 

administrative, social and community and econo:nic services 

provided by the state government. So the expenditure on state 

legislature is first divided among these groups of expenditures 

in the same proportions as these expenditures constitute the total 

govern:nent revenue expenditures. Then each group of expenditures 
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is distributed among the households according to their use of 

respecti ve 'service'. 

For this purpose we have to first determine household 

participation in each of the heads of account under administrative, 

social and comr.1Unity and economic services. Alternatively 

expenditures on state legislature are distributed on per capita 

basis assuming that e\ erybody residing in the state benefits 

equally from them. 

(iii) 212 President/Vice-President/Governor/Administrator of 

Union Territories 

\\'e adopt the same method of distribution as under 

the head of account 211 : State Legislature. 

(iv) 213 Council of .\iinisters 

\Ve adopt the same method of distribution as under 

the head of account 211 : State Legislature. 
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(v) 214 Administration of Justice 

We adopt the same method of distribution as under 

the head of account 211 : State Legislature. 

(vi) 215 Elections 

We distribute these expenditures by number of persons 

above the age of 21 in each household. 

6.6.2 Administrative Services 

(i) 051, 251 Public Service Com mission 

Data collected on the household use of these services 

are very limited. Only a very few households reported in our 

sam pIe survey that they have applied for a post through the 

Karnataka Public Service Commission (KPSC) over the years. 

So we use the assumption that higher the household income greater 

will be the scope for its Iilembers to receive higher education 

and apply for state government jobs through KPSC. Thus the 

distributive series is household income. 



204 

(ii) 253 District Administration 

This head of account shows the expenditure incurred 

on Divisional Commissioners, District Com missioners, Assistant 

commissioners, Tahsildars and Deputy Tahsildars. These officials 

essentially look after the implementation of various social and 

community and economic services. They also have a role in 

maintaining law and order in the state though this function is 

primarily looked after by the officials of the state police 

department. However stable law and order conditions are 

required for the state households to make best use of various 

social and community and economic services provided by the 

state government. On this basis we have distributed the expendi

ture under this major head proportionate to the household use 

of (other) administrative, economic and social and community 

services. 

(iii) 254 Treasury and Accounts Administration 

This head accounts for the expenditure incurred on 

various state government treasuries whose purpose is to collect 

and disburse funds on behalf of different government departments. 

On this basis these expenditures have been distributed similar 

to those under the head of account 253: District Administration. 

(iv) 255 Police 

Incidence of expenditure on police is controversial. 

The controversy is regarding the appropriate base - income or 

per capita. Those who believe that the police protect an individual's 
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freedom in the society support the per capita distributive series. 

As against this those who believe that the function of police 

is to protect the property of households, support the distributive 

series of household incor.1e. We have used household per capita 

as the standard distributive series and household income as the 

alternative series. 

(v) 056, 256 Jails 

We have distributed these expenditures on the basis 

of the argument that the jails (or prisons) serve an useful purpose 

of isolating the anti-social elements from the rest of the society. 

To the extent such individuals do not create social disorder, 

society benefits. Once again both per capita and household inCOIJle 

are relevant distributive series depending upon one's vie\'.' of the 

nature of services provided through these expenditures. 

The per capita basis is relevant and is used \'ihen 

one assumes that in general harmonious social conditions prevail 

as a result of isolating the anti-social elements and that every 

individual enjoys this freedom of social order equally. But if 

one is of the view that pro;:>erty of the households is better 
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safeguarded by isolating the anti-social elements, then the 

benefits accruing to the propertied class will be larger than those 

to the non-propertied class. Under this assumption household 

income is the appropriate distributive series. We have 

experimented with both these assumptions to find out their 

respective influences on redistribution of income through the 

state government budget. We have used the first distributive 

series as the standard series and household income as the 

alternative series. 

(vi) 057, 257 Supplies and Disposals 

Expenditures on government of Karnataka's stores 

purchase department are accounted for under this head. !vlaterials 

purchased by this department are used by various other 

departments of the government in their day to day operations. 

Thus we distribute these expenditures by the household use of 
( otJ\eJt-) 
l.?dministrative, economic and social and community services. 
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(vii) 058, 258 Stationery and Printing 

Expenditure on the directorate of printing, stationery 

and publications is shovm under this head of account. Since 

these services are utilized by all the departments of the 

governiTIent, we distribute these expenditures by the household 

use of administrative, econor.1ic nnd social and community services. 

(viii) 059, 259, 459 Public Works 

This head of account records expenditures on 'public 

works' relating to all non-residential buildings connected with 

the functions cO:'ling under general services and all the general 

purpose office and adlilinistrative buildings irrespective of whether 

they fall under general services or social and cor:lmunity services 

or econooic services. These expenditures are mostly for 

maintaining infrastructure such as non-residential buildings, roads, 

culverts etc. which are used by the state government departments 

in providing the various administrative, economic anc social and 

cOiTIi:1Unity services to the households. SO they are allocated 

to households in proportion to their participation in administrative, 

economic and social and co~munity services. 
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Ox) 065, 260 Fire Protection and Control 

Expenditures on fire services are accounted for under 

this head. We assume that all the owners of urban property 

- residential and non-residential - are the beneficiaries of fire 

services. 

It is questioned by some that when urban property 

owned by a household is destroyed in a fire accident how can 

that household benefit from fire services? T!lere are two types 

of beneficiaries here. First category are those whose property 

is affected by fire and but for the intervention of the fire service 

personnel, it would have been totally destroyed. These are the 

people who are able to recover atleast a part of their property 

due to the timely help frpm the fire services. The second 

category are those who have property in the vicinity of property 

affected by fire. But for the action of fire service personnel 

the property of the second category households will also be 

destroyed. To that extent these house!1olds Dlso benefit from 

the fire services directly. 

In both CDses property ownership is the appropriate 

distributive series. Data on urban property ownership have been 

collected in the sample survey and the same are used for the 
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distribution of benefits of fire services. Alternatively, these 

expenditures are distributed to urban households by household 

income assuming that gross household income reflects property 

ownership. 

(x) 065, 265 Other Ad:r.inistrative Services 

These are expenditures incurred in connection with 

vigilance commission, special commissions and committees, civil 

defence, home guards, gazetteer etc. These miscellaneous 

expenditures are distributed in proportion to the household use 

of all administrative services. 

6.6.3 Social and Community Services 

(i) 276 Secretariat - Social and Com ;;1Uni ty Services 

These expenditures are distributed in proportion to 

the combined use of social and community services by the 

households. 
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(ij) 077, 277, 477, 677 Education 

Expenditures under this head have been cntegorized 

first into those on primary education, secondary education, special 

education, pre-university education, university and other higber 

education, technical education, sports and youth welfare and 

general expenses. With regard to the first four cDtegories i.e., 

primary, secondary, pre-university and university educ2tion, we 

have allocated the expenditures by the participation of households 

(or rather the members of the households) in different levels 

of education. Data collected through the household survey have 

been used to find out the number of students in each level of 

education from each income/social group and the same have been 

used to distribute these expenditures to the state households. EXPen

ditures on special education, technical education, sports and youth 

welfare and general expenses are assumed to benefit the households 

in the same manner as the benefits fro:n the first four categories 

of education expenditures. This assur.lption is r.lade since the 

sample survey data on technical and other education benefits 

going to the households are found to be inacequate. 
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(i ii) 078, 278, 477, 677 Art and Culture 

\""e believe that the r.lOre educated a person is the 

Dore he comes in touch with programmes of propagating 

Kannada literature taken up by the state bovernment. On 

this basis we distribute the expenditure on this head, excluding 

the expenditure on public libraries, to households with atleast 

one person who received college education i.e., pre-university 

and other higher levels of education. Since a large proportion 

of expenditure under this head of account goes towards promoting 

Kannada literature, we believe that education is a fair indic8tor 

of the flow of benefits from these expenditures. Alternatively, 

we have distributed these expenditures by household income such 

that no redistributional bias is introduced into our esti :113tes. 

Expenditure on public libraries is distributed to 

households \\lith atleast one mer.lber having mer.1bership in a public 

library. This information has been collected through the sample 

survey. 

(iv) 279 Scientific Services and Research 

Grants to scientific societies and institutes such as 

Indian Institute of Science, I3angalore and Indian Acade;ny of 
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Sciences, Bangalore are accounted for u'lder this head. They 

are allocated to households in proportion to household participation 

in various social and community services. V:e aSSUf:1e that these 

scientific research services will ulti:J18tely pronote the qt.:ality 

of life in society. Since especially the use of social and 

community services is aiso expected to irnprove the quality of 

life we use it as the distributive series. 

(v) 080, 280, 480 ;'.1edical 

There are two major categories of medical 

expenditures. The first is expenditures on rnec'ical relief and 

the second is expenditure on ~edical education. Regarding the 

first category, data have been collected through the sar.lple survey 

on the household use of governncnt r:iedical hospitals. 

distributed these expenditures to the households \';ho 

that they use either governi:1ent :-:1edical facilities 

r/e have 

reported 

only or 

government :l1edical facilities along v:ith those provided by private 

medical practitioners. The reasons for consicering those 

households who do not have a sinGle preference are: (0 they 

may not have the chance to use govern:11ent medical facilities 

and consequently given a chance will use them, (ii) the location 

of government hospitals may not be within easy reach and 
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(iii) the quality of services provided by government hospitals is 

poor. Improvements in these can enlarge the reach of governr:1ent 

medical facilities. 

Regarding the allocation of expenditures on medical 

education, we have utilized the participation rates collected in 

connection with college education. This has been done for two 

reasons. Firstly, the saL1ple of households with students in medical 

colleges is small and secondly, we believe that given the relntively 

expensive medical education, only those households who can afford 

atleast colletie education for their children can send them to 

a medical college. So these benefits are distributed to those 

households with students in education levels above pre-university 

i.e., in degree and professional levels. Data on this have been 

collected through the sample survey. 

(vi) 081, 281, 481 Family \':elfare 

These expenditures are incurred Inostly in connection 

v:ith family planning operations. About 65 per cent of the 

expenditure is incurred on family welfare centres attached to 

the primary health centres in rural areas and the rest towards 

paying compensations for far,iily planning operations. The s3ij,ple 
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survey covered only a fe\',! households who undcrv;ent family 

planning operations. So we take the use of goverml1ent r:1edical 

facilities as the proxy for the use of family y;elfare facilities. 

This seems a reasonable assuillption since most of the family 

welfare services are provided through government hospitals and 

primary health centres. 

Alternatively, we use the data collected in the r\SS 

28th round on couples currently (at the time of the survey by 

the f\JSSO) practising family planning.6 The data are given \'.'ith 

reference to the age of the wife. So we have cross classified 

our sample data to integrate them with the i\SS data and then 

distributed the expenditures on 'family welfare' to the sample 

households. 

(vii) 082, 282, 482, 682 Public Health, Sanitation and 

Water Su?ply 

Expenditures on sanitation have been nllocated to 

urbanhouseholds \'.'hich have closed drainage and regular garbage 

6. Government of India, National Sai:1ple Survey OrL;anization, 
Tables on Fai.1ily Planning for the St<lte of !<arnnt<:ka 
Round 28, I\0.272/6, i\ew Delhi, Table 3.83, pp. 71-7 4. 
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clearance facilities. ReGarding expenditures on public health, 

given that preventive treatment like innoculation, spraying of 

DDT etc., benefit the society as a whole. we distribute these 

benefits on per capita basis. \\'ith regard to expenditures on 

water supply, these are r,leant for providing protected water to 

rural households through rural water supply schemes. These 

expenditures have been distributed to rural households in proportion 

to their use of piped or borewell water. 

(viii) 083, 283. 4£3, 683 Housing 

These expenditures are incurred mainly on housing 

for urban poor, slum clearance, government residential buildings 

and loans to various housing societies/boards. Expenditures on 

housing for urban poor have been allocated to urban households 

with annual income below Rs.5,000/-. As for slum clearance, 

(as against slum iElprovement) redistribution takes place only 

between households in slums and those outside ther,1. To ensure 

this, expenditures on slum clearance have been distributed to 

non-poor households (annual household income of Rs.5.000/- and 

above) in urban areas on per capita basis since slum clearance 

is expected to improve the general living conditions. The implicit 

assumption of this distributive series is that slum dy;ellers in 
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bcneral are poor. Expenditure on government<:ll residential buildings 

have been distributed to civil servant house!lOlds. All the other 

expenditures (infact net receipts from various loans given to 

housing societies) have been distributed by household income 

since the schemes cover a wide variety of activities and we find 

it difficult to apportion these burdens to any particular category 

of house~olds based on our sa:;1ple data. 

(ix) 084, 284, 484, 684 Urban Develop!;]ent 

These expenditures are intended for providing various 

civic ar:1enities to urban households throuGh municipal bodies. 

They include (i) expenditure on ;nunicipal adL-dnistration, 

(ii) grants to r.1Unicipalities and corporations not rel3ting to any 

specific purpose and (iii) expenditure on town planning department. 

\\e have used urban per capita basis as the standard distributive 

scri2S and for the alternutive series l:e hnv;;! ta),en into account 

such factors as ownership of pucca houses, r:1Unicipal water supply, 

closed drc:.inage, garbage clearance, vehicle ownership (proxy for 

;Ylaintenance of roads) and public library mer'1bership with equal 

weights to derive a co:nposite index for each urban household 

and use the sa~ne to allocate these expenditures to the~n. The 

data on all these aspects have been collected through the sa:Tiple 

survey. 
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(x) 085, 285, 485, 685 Information and Publicity 

Expenditure on the department of information and 

publicity is accounted for under this major head. There are many 

minor heads like field publicity, publications, press information 

services etc. \\'e assume that these expenditures benefit the 

households in proportion to the composite index of three variables 

with different weights. 

The three variables we have considered are 

0) the level of education of members of the household, 

Oi) frequency of visits to cinema houses and (iii) readership of 

newspapers/magazines. The weights for education are for 

primary, 2 for secondary and 3 for university and other higher 

education (including pre-university). A household with atleast 

one member in any of these levels of education will receive the 

corresponding weight. If the household expenditure on cinemas 

is more than I=(s.20/- per :1lOnth then it will receive a weight 

of I and othcrv:ise O. Siinilarly, if a household purchases either 

a newspaper or a magazine regularly, it carries a weight of 

and otherwise O. 

After 

information and 

calculating the weights for each 

publicity expenditures are allocated 

household J 

to the 
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households in proportion to the total weight each household 

carries. The logic for considering the above three variables is 

that they increase public awareness. 

(xi) 087, 287 Labour and Employment 

These expenditures are first categorized into 0) on 

labour welfare and (ii) on emploYl!lent and training. Out of the 

expenditures on labour \velfare, the cost of rehabilitating bonded 

labourers has been allocated to the rural poor, i.e., households 

with annual income less than Rs.4,000/-. Rest of the expenditures 

on labour welfare are allocated to households employed in the 

industrial sector since they are incurred in implementing labour 

laws for industrial safety. 

Expenditures on enployment and trair.ing are incurred 

mainly on ell1ployment exchanges and on vocational trainine. 

These training facilities are available to those who have cOii1pleted 

their education upto high school (class X) and generally in the 

age group of 16 to 30 years. h.e aSSUi,1e th2t people wostly 

in this age group seek such training facilities.) Any household 

\':ith such melilbers are potential beneficiaries frol.1 these services. 

Thus such households have been assigned these benefits. Data 
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on the actual use of employment exchan&es collected through 

the sample survey have been used to distribute the corresponding 

expcndi tures. 

(xii) 088, 288, 488, 688 Social Security and \,'elfare 

Expenditures under this head of account are grouped 

into five broad cate;;ories: (i) civil su;:'plies, (ij) relief and 

rehabilitr:ltion of displaced persons, (iii) \\'clfare of scheduled 

castes, scheduled tribes and other backward classes, (iv) social 

welfare and (v) other social security and welfare prosram;nes. 

Item (i) is distributed to households who purchase consumption 

goods rec;ularly through the fair price (ration) shops. Item (ii) 

is distributed to the poor defined here as housc;,olds with less 

than Rs.4,000/- annual inco:-:le. lter.l (iii) is allocated to all the 

scheduled castes, scheduled tribe and backward class households 

Item (iv) is distributed to old 8ge and other sL::ilar 

social security pensioner households. Ite:n (v) (other social security 

and welfare expenditures) is allocated by household inco:-ne since 

we are unable to construct any distributive serics for the 

various minor heads under this groups. Some such minor heads 

are: welfare of poor and destitutes, education and v;clfare of 

the handicapped etc. 
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(xiii) 289 Relief on Account of Natural Calamities 

These expenditures are incurred to provide relief to 

households affected by drought, floods, cyclones etc. ;"lost of 

the expenditures are incurred on drought relief. The agricultural 

labourer, small farmer and lllarginal farmer households are generally 

more severely affected by drought. The drought relief works 

are assumed to give them ell1ployment and income. So we 

distribute these expenditures to such households in the state. 

(xiv) 095, 295, 495, 695 Other Social and CO:llr.-_unity Services 

i\;ost of these expenditures are on zoos and public 

gardens. These facilities are in the nnture of public goods. 

They are available to one and all in equal measure but Llostly 

to urban households because of the locational factor. \'ie have 
urban 

distributed these expenditures by two distributive series; L per 
urban 

capita and / household inco:ne. The former is the standard 

distributive series. 
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6.6.4 Economic Services 

(i) 296 Secretariat-Economic Services 

Expenditure connected with commerce and industries, 

agricultural development, housing, panchayatiraj and co-operation, 

food supplies, planning and public works departments of the 

Karnataka government secretariat are accounted for under this 

major head. Therefore these expencitures are distributed in 

proportion to the household use of all econOrTlic services. 

(il) 098, 298, 498, 698 Co-operation 

This head records the expenditure on all cooperative 

activities irrespective of the function to which these activities 

are related or the depart;nent administering the activity. 

Therefore, we have distributed the benefits frolil this head to 

all the households having il1er:lbership in any kind of cooperative 

SOCiety, agricultural or non-agricultural. 

(iii) 104, 304, 504, 704 Other General EconoEiic Services 

We classify these expenditures into three broad groups. 

They are (i) expenditures on land ceilings (iil!., land ceilings 

payments and (iii) all other expenditures. 
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Benefits from expenditure on land ceilings are assumed 

to flow to agricultural labourerS and households with less than 

2.5 acres of dry land. While marginal farmers are taken as 

proxy for actual land reform (land ceiling legislation) beneficiary 

households, agricultural labourer households are assumed to be 

the potential beneficiaries. Our distributive series is supported 

by the fact that the average size of the land holding distributed 

as an aftermath of the land ceiling legislation is about 4.3 

7 
acres. 

We consider the ownership of dry land only. This 

is done for two reasons. Firstly, the bulk of the land secured 

for redistribution comes from the four northern maidan districts 

of Raichur, Bijapur, Gulbarga and Dharwar and the agricultural 

land in these districts is mostly dry. Secondly, it may not be 

an easy task for land reform beneficiaries (who are generally 

poor) to convert their dry land into wet land. A few land reform 

beneficiaries interviewed in the sample survey owned agricultural 

(dry) land between three and four acres only. 

7. Rajan Iv1 A S, "An Analysis of Land Reforms Statistics of 
Karnataka", Paper Presented at a Seminar on Land Reforms 
in Karnataka, Institute for Social and Economic Change, 
Bangalore, December 16, 1982. 
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Compensatory payments for the I,and acquired by the 

state government are distributed to the households owning ten 

or more acres of land, defined here as large farmers. Expenditures 

other than those on land refOrI:ls are incurred mostly on regulated 

markets. r,'e believe that regulated markets hclp farmcrs in 

disposing off their agricull:Ural produce at reasonable prices. Since 

the magnitude of produce sold and also the market surplus can 

be expected to be correlated positively with agricultural income 

we feel that agricultural income is the appropriate distributive 

series for these expeditures and hence we have used it. 

(iv) 105, 305, 505, 705 Agriculture 

We divide these expenditures into four categories: 

(i) schemes for small and marginal farmers and agricultural 

labourers, (ii) Droughtprone Area Programme, (iii) land reforms 

and (iv) all the other expenditures. Item (i) is distributed to 

s;nall and marginal fanner and agriculture labourer households. 

C',iarginal farmers are farmers owning less than 2.5 acres of land 

and s!nall farmers are farmers owning less than 5 acres of land). 

Item (ii) is allocated to small farmer, marginal farmer and 

agricultural labourer households. \'/e have used this distributive 

series because it reflects the three categories of rural households 

whose activities are affected most by the vag2.ries of the monsoon. 
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Benefits from land reforms are also assumed to go 

to agricultural labourer and households with less than 2.5 acres 

of dry land. The IObic for this has been expluined under the 

:najor head 304: Other General Econorllic Serviccrs. Iterll (iv) 

is assigned as benefit to households in proportion to their 

agricultural (farm) income. This is done on the assumption 

that big farmers are better use of agricultural extension services 

than small farmers. 8 

(v) 10E, 306, 307, 308, 506, 706: j',;inor Irrigation, Soil and 

"Vater Conservation and Area Deve)op::lent 

There are three major heads under this group of 

expenditures. We have put together these three heads of account 

because they are all basically expenditures incurred in providine 

better agricultural and allied services to agricultural households. 

These expenditures are incurred for extending uinor irrigatio;" 

8. D Jha and R Sarin, An Analysis of Levels, Patterns and 
Deter:-.linants of Fertilizer use on Far;-.~s in Selected J<eC:ions 
of Se:;1i-arid Tropic<.d India (?l3thancheru, India: InternLltion3i 
Crops Research Institute for the Semi-Arid Tropics, 1~lt~; 
and World Bank, Experiences with :.:oni toring and Evaluat ion 
of Training and Visit Extension in India.I,"arld Cank Staff 
,",orking Paper 1\0.595 (\-.ashington: \';'orld Gank, 1933). 
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conserving fertility of the soil and developing command areas 

in an integrated 11lanner. All these activities ultill1ately increase 

both area under irrigation and agricul tural output. \\'hile 

expenditures on minor irrigation are distributed by ownership of 

irrigated land, those on soil and water conservation and area 

development are allocated according to household ownership of 

agricultural land. 

(vi) 109, 309, 509, 709 Food 

These are expenditures incurred by the food and civil 

supplies department of Karnataka govern;ilent. Under 'capital 

outlay on food' v;e find a negative entry to the magnitude 

Rs.514 lakhs instead of the usually positive entry. "The minus 

progressive outlay is due to receipts on account of sale proceeds 

of foodgrains and recoveries of administrative charges from private 

bodies bein; more than the expenditure on procurement and supply 

of foodgrains". 9 These receipts have been distributed as burden 

to the households following the basic nethodoloSY of the present 

study. The corresponding distributive series is the households 

purchasing foodgrains from fair price shops (public distribution 

system). 

9. Government of Karnataka, Finance Accounts ISSI-82, p.20. 
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(vii) 110, 310, 510, 710 Animal IIusbandry 

Owners of livestock are the expected beneficiaries 

of these expenditures. So, we have used the household ov:nership 

of livestock as our distributive series. 

(viii) 111,311,511,711 Dairy Development 

We have grouped these expenditures into two categories 

(i) on rural dairy centres and (ij) all other dairy develop:nent 

expenditures. Item 0) is allocated to rural households which sell 

milk to the local milk producers' co-operative societies. The 

rural dairy centres collect milk fro:n hIPCSs and send it to urban 

areas. Thus rural dairy centres generate de:l1and for :11ilk and 

create a source of income to rural households ov;ning milch cattle. 

Regarding item (ii) these expenditures arc basically 

on urban n,i1k supply services through government dairies. We 

have distributed these benefits to the householcs who regularly 

purchase goverlllnent dairy milk. 

An altern<ltive suggested for the distribution of 

item (i) is that since rural dairy centres procure In ill~ and supply 
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it to urban areas, expenditures incurred on them should be 

allocated to urban households as benefits. Thus under alternutive 

assu]i!ptions we have used the urban dairy milk consu~lIinb 

households as the single distributive series for all the expenditures 

under this head of account. 

(jx) 112, 312, 512, 712 fisheries 

We have grouped these expenditures into (i) on deep 

sea fisheries and (ij) all other expenditures. \\hile it is possible 

to build a distributed series for the fOLner on the basis of 

secondary data, no such possibility exists \vith regard to the latter. 

Thus the latter group of expenditures have been distributed 

proportionate to household income to avoid any redistributional 

bias in our estimates. These expenditures are incurred mostly 

on inland fisheries. We have distributed item (i) to households 

v:ith annual inco::les above Rs.35,OOCJ/- and on the basis of a 

report of the Agricultural Refinance and Develop~1Cnt Corporation 

on fishing in Dakshina Kannada (South Kanara as it was known 

earlier) district of Karnataka. 10 The Corporation has estill~ated 

10. Agricultural Refinance and Development Corporation, 
Evaluation Study of ;'.Iech~nized fishing Goats in SOllth I:anara 
District of Karnataka State 1S/3-75 (Go;n bay: Agricultural 
Refinance and Develop:nent Corporation, 1933). 
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that the annual net income from a mechanized bont will be about 

Rs.35,OOO/-. 

(xl 1 13, 313, 513, 713 Forest 

Under this head of account while the expenditures 

incurred are mainly on conserving the forest v:ealth of the state 

the receipts are from the sale of timber, bamboo, sandalwood 

etc. Given this, we have decided to distribute the receipt and 

expenditure parts under this head separately. Since it is difficult 

to determine the extent of household purchase of timber sold 

by government agencies, we have distributed the receipts by 

household inco;ne. On the expenditur~ side, assuming that rural 

households which depend on forest product for fodder, firewood 

etc., are the direct beneficiaries of the expenditures on the 

conservation of forests, we have distributed the benefits 

on per capita basis to rural households. Incidentally the rec~ipts 

are higher _than expenditures under this head during 1981-82. 

(xi) 114, 314, 514, 714 Community Develop:,lent 

There are four ;-.linor heads uncer this r.Jajor head. 

They are: (i) general, (ij) com;n uni ty develop:11ent prograu :lies, 
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(iii) ~ural works programme and (jv) national rural employment 

programme. 

Item (i) is mostly administrative in nnture and thus 

we have distributed it in the same way as the combined 

distribution of all the other items. 

Item (ii) is sub-divided into two groups namel)} 

'nutrition' and 'housing' with the latter accounting for 90 per 

cent of the expenditure under this ite;n. I,iost of iJ:.R. housing 

expenditure is spent on the construction of p cople 's (J anata) 

Houses and thus are distributed to households owning Janata 

houses. Benefits from the applied nutrition programme have been 

distributed to households whose children received mid-day meals 

in schools during 1981-82. 

Expenditure on item (iii) namely, the rural works 

program:7Je is utilized mostly for sinking bore wells in rural areas. 

So households using bore well water are the b::meficiaries of these 

expenditures. A part of this expenditure is also spent on drought 

relief works. Assuming thelt small farmers, marginal farmers 

and agricultural labourers are generally more severely affected 

by drought than others, expenditur~ on drought relief have been 

distributed to these households. 
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Expenditure on item (iv), 'national rural employment 

program me' is meant for providing short-term er.lployment for 

small and marginal farmers and agricultural labourers during off-

season in agriculture using their manual labour to create some 

physical assets like roads, cOlnmunity centres, irrigation channels 

etc. Redistributive role of these expenditures is debatable} 1 

Some researchers feel that by giving er:lployment to such 

households and increasing their incomes these expenGitures are 

redistributive in favour of the poorer sections of the rural society. 

But others point out that the assets created under this program me 

are mostly used by the rural rich and thus in fact benefit them. 

To test both these views, first we have distributed 

these expenditures only to small farmers, marginal farmers and 

agricultural labourers and alternatively by household income to 

all rural households. 

11. C Gotsch, "Economics, Institutions and Er;1ployment Generation 
in Rural Areas", in Employment in Developing :\'ations, 
ed. E 0 Edwards (New York: Cambridge University Press, 
1974), pp.133-62. 
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(xii) 120, 128, 320, 328, 520, 522, 523, 525, 526, 528, 720, 722, 

723, 725, 726, 728 Industries; Mines and Minerals; 

f\1achinery and Engineering Industries; Petroleum, Chemicals 

and fertilizer Industries; Telecom munications and 

Electronics Industries and Consumer Industries. 

Here we have taken into account expenditure on 

alI state government industries except that on village and small 

industries. The industries under consideration are mostly large 

and capital intensive industries. Their redistributive role is 

difficult to assess. One can argue that household participation 

in industry is a meaning,ful distributive series. Alternatively 

it can also be argued that the goods produced by these industries 

are consumed by high income households since they are high 

technology oriented and can be expected to be expensive. To 

take into consideration these arguments we have used household 

direct participation in industry (employment) as the standard 

distributive series and household income as the alternative 

distributive series. 

(xiii) 121, 321, 521, 721 Village and Small Industries 

We assume that this expenditure directly benefits 

those engaged in industry. Since exclusive data on those employed 
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in village and small industries could not be collected, we use 

two alternative series. The first one which is the standard series 

is the household direct participation in industry and the alternative 

series is proportionate to household income so that no distributional 

bias is introduced into our estimates. 

(xiv) 131, 331, 531 \\'ater and Power Development Services 

This head records expenditures on investigations, 

surveys, research etc., connected with water and power 

development in Karnataka. Expenditure on water development 

is distributed by household ownership of irrigated land. Regarding 

power development, we have to use alternative distributive series. 

Electricity is consumed for both domestic and industrial purposes. 

The respective proportions in 1981-82 are 20 and 80. The 

distributive series for non-industrial (domestic) consumption is 

household monthly electricity bill. As for industrial power 

consumption, we assume that the benefits flow in the same L13nner 
f\lines and l\1inerals etc •• 

as those from the head of account Industries;.L Consequently 

we have used two alternative distributive series namely, household 

direct participation in industry (employment) and household incoIlle. 

The former is the standard distributive series. 
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(xv) 133. 333, 533: Irrigation, Navigation, Drainage and flood 

Control Projects 

We group these expenditures into (0 on irrigation 

and (ii) all other expenditures. Expenditures on irrigation are 

meant for maintaining, improving and extending irrigation facilities 

under different irrigation projects. distribute these 

expenditures by household ownership of irrigated land. Rest of 

the expenditures on navigation, drainage and flood control have 

been distributed proportionate to household income. 

(xvi) 134, 534, 734 PO\ver Projects 

This major head accounts for the expenditures on 

i\lysore Power Corporation and the Karnataka Electricity Goard. 

We have used alternative methods to distribute these expenditures. 

As had been done with regard to 'poy;er development' under the 

head of account 131, 331, 531: \\'ater and PO\" .. er Develop;',lent, 

we have distributed 20 per cent of the expenditures on power 

projects by household monthly electricity bill and the rest 

(80 per cent) by alternative distributive series i.e.. hous2hold 

participation in industry and household income. The former is the 

standard distributive series. 
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The standQrd distributive series is household 

participation in industry (employment) on the assumption that 

the direct benefits of industrial electric power consumption accrue 

to households through the employment genera tee by the industrial 

units. 

(xvii) 135, 335, 535, 735 Ports, Light houses and Shipping 

is 

Expenditure on maintenance of 

accounted for under this major head. 

ports in the state 

It is difficult to 

visualize how and who benefits from such expenditures. So to 

avoid any redistributive bias in our esti:.lates v:e have distributed 

this expenditure by household incor.le. 

(xviii) 136, 336 Civil Aviation 

This expenditure is on Government flying School. 

It is assumed that these facilities are used by the urban households 

only. Since we could not collect the necessary data on household 

partiCipation in these facilities we have cistributed these 

expenditures by urban household income. 
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(xix) 137. 337, 537, 737 Roads and Bridges 

This major head records expenditure on construction 

of roads and bridges including grants-in-aid to local bodies on 

estahl ishn~nt. machinery and equipment charges relating to such 

expenditure. These public goods are used by owners of private 

vehicles. transporters (of goods) and passenger carriers. Using 

the data supplied by the motor vehicles department of government 

of Karnataka on tax collected from different types of vehicles 

in the state, we have distributed 70 per cent of these expenditures 

by household ownership of motor vehicles, 20 per cent by 

household consumption expenditure (proxy for transported goods) 

and the rest (10 per cent) on per capita basis. This 10 per cent 

expenditure has been distributeqblternatively by household income 

on the assumption that household income is an important variable 

in deter:nining the household's ability to travel. 

(xx) 138. 338, 538, 738 Road and Water Transport Services 

Expenditure on road transport services accounted 

for under this major head is towards: (i) compensation and 

payments to operators of contract carriages acquired by the 

government of Karnataka. (ii) investments in Karnataka State 

Road Transport Corporation, and (iii) providing inland water 

transport services. Expenditures under item (i) can be expected 

to benefit only the very rich households. Thus they have been 
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allocated to households with annual income above Rs.35,OOO. 

As regards the road transport services, we aSSUine that all the 

state population benefit equally from the use of these services 

such that household per capita gives a fair approximation of their 

redistributive role. Inland water transport services have been 

distributed by household income since no relevant data for their 

cistribution could be collected. 

(xxi) 139, 339, 544, 744 Tourism 

These expendi tures are incurred on the directorate 

of tourism, tourist bureau and tourist canteens. Since necessary 

data could not be collected on the household visits to tourist 

centres in our sample survey we assume that higher the income 

of the household greater will be the accessibility and therefore 

the use of these goods and services. On this logic we have used 

household inco::1e as the distributive series. 
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6.6.5 Other Receipts and Expenditures 

(i) 049, 249 Interest Receipts and Interest Pay;nents 

On the receipts side, contributions fro;11 govern:11ent 

depart'l1ental undertakings and public sector undertakings come 

to more than 70 per cent of the total interest receipts. These 

are paymets made out of the income of these undertakings toy;ards 

interest payn.ents on the capital invested in the:TI by the state 

government. Even if they are assumed to be pnssed on to the 

households their redistributive role is difficult to ascertain. Thus 

we huve distributed such recei?ts proportionate to household 

income. 

Housing 

Similarly, interest payments by local bodies (I~arnataka 

and other housing societies) 
Board L could not be distributed using any specific 

distributive series due to the nOll-availability of necessary data. 

So we have used household income as the distributive series. 

The only itel:ls with direct household contributions 

are: (0 interest from co-operative societies, (ij) interest from 

cultivators, and (iii) interest from loans given to civil servants. 

Receipts from co-operative societies are allocated to households 

having meri1bership in any (type of) co-operative society. Interest 

receipts from cultivators can be divided into three groups. Firstly 
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land improvement loans, secondly taka vi loans and thirdly loans 

under special rules for the purpose of purnpsets etc. We consider 

the crop and other land improve:nent loans taken by agricultural 

households as the relevant distributive series to allocate these 

receipts. Interest paid by civil servants on the loans taken by 

them has been distributed as burden to civil servant households. 12 

On the interest payments side we find only one item 

which may accrue to the state households. It is the interest 

payments on small savings, provident funds etc. h;ost of these 

payr:1ents in fact are towards interest on state provident funds 

and insurance and pension funds. So the distributive series used 

is that of civil servant households. 

(ii) 066, 266 Pensions and Other Retirement Benefits 

~'t'e have distributed these by the households of retired 

civil servants. 

12. State government employees are defined as cIvil servants 
in the present study. 
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(i ii) 068, 268 t.liscellaneous General Services 

The two minor heads under this major head are state 

lotteries and liquor trade. ;\~ore than 50 per cent of the net 

receipt under this account is from liquor trade. We have 

distributed the net receipts from state lotteries as burden to 

the households v;ho purchase Karnataka state lottery tickets 

regularly i.e., at least one ticket a month. The net proceeJs from 

the sale Of~qUOr have been distributed as burden by household 

consumption of liquor. Rest of the net expenditures like unclaimed 

deposits: guarantee receipts, pensions in lieu of resumed jagirs, 

lands, territories etc., are distributed proportionate to household 

income since their redistributive role is ambiguous. 

(iv) 363: COT:lpensation and Assignments to Local Bodies and 

Panchayati Raj Institutions 

These transfers take place under Karn<ltal~a Village 

Panchayats and Local Boards Act, 1959 (sections 78( I), 78(2), 

165( 1) and 165(2) Karnataka Entertaim;1ent Tax Act, 1958; 

Karnataka Tax on Entry of Goods into Local Areas Act, 1979 

and Karnataka Tax on Professions, Trades, Callings and Employment 

Act, 1976. 
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j,jost of this expenditure (nearly 70 per cent) is by 

way of compensation (octroi compensation grant) to urban local 

bodies in lieu of Octroi. Thus, this expenditure finances the 

provision of civic amenities in urban areas. \.:e have distributed 

these transfers by alternative distributive series. 

Urban household per capita is the standard distributive 

series on the assumption that all urban households benefit equally 

from the services provided by urban local bodies. The alternative 

distributive series is an index based on three factors viz., water 

supply, garbage clearance and ownership of priv<Jte motor vehicles. 

Each factor carries a wei£ht of I for use and 0 (zero) for 

non-use. 

A part of the compensation is related to the sharing 
land revenue with village panchayats and 

of I taluk boards. So we have distributed these aiTIounts 

exclusively to rural households. The distributive series are per 

capita and household income, alternatively. The reason for 

considering the per capita series is that the civic amenities 

provided by village panchayats are very ILnited in nature and 

there is no wide variation across the households in their use. 

Alternatively, we use rural household incone as the Gistributive 

series following the argument that though the facilities at the 
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local level are freely available to all, the rich make better use 

of them because of their ownership of other assets. The often 

cited example is the use of rural local roads (maintained by the 

local bodies) by the rural rich to transport their agricultural 

produce to the market. 

Another part of the compensation goes mainly to 

local bodies in urban areas under the Karnataka l\,otor Vehicles 

Taxation Act, 1957. Section 19 of the said Act forbids the local 

authorities frol:! levying any tax or toll on any motor vehicle 

registered in the state of Karnataka or in any other state in 

India or in any other union territory of India. To cO;llpensate 

this loss to local bodies, a part of the proceeds from the 

state tax on motor vehicles is assigned to urban local bodies. 

Since this is a lumpsum transfer, the distributive se!ies will be 

the same as those used in allocating the octroi co:npells3tion 

grant. 

Regarding the transfers under the 

Entertain:nents Act, 1958, 90 per cent of the entertaim:1ent tox 

collected from within the jurisdiction of any local authority should 

be paid back to it. Since these transfers are lU:nPSUill paYI:lents 

the distributive series are the same as those developed in 
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connection with the other lUp.lpsum comp~nsations to urbun 

local bodies. 

During 1981-82 there were no compensations and 

assit;n!!1ents under the Karnataka Tax on Professions, Trades, 

Callings and Employments Act, 1976, though Section 32 of the 

said Act specifies that local authorities levying a tux on 

professions, trades, callings and employments im :;lediately before 

the commencement of this Act should be paid such amounts on 

the basis of the highest collections made by them in any year 

during the period three years ir:1i11ediately preceding the 

COliHnencement of this Act as :nay be determined by the state 

government. 

(v) 515 Investments in Agricultural Financial Institutions 

These are investments in Regionul Rural Banks (2lso 

known as GraJ:leena Banks). These banks have been working in 

Karnataka from 1980-81. In our sample survey only one household 

reported taking a loan from a Grameena Bank. So we have taken 

the households with either crop or other land i;:lp-rovernent loans 

(from Primary Land Develop;nent Banks) as the distributive series 
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for allocating the expenditures under this head of account. 

Alternatively, information collected in a recent survey of 

agricultural credit to fantlers through credit organizations has 

been used to distribute these expendi tures. 13 

(vi) 530, 730 Investments in Industrial Financial Institutions 

The investI.1ents in and loans to Karnataka State 

Financial Corporation are recorded under this head. They have 

been distributed by household income. 

(vii) 766 Loans to Government Servants etc. 

These have been assigned to the households of 

civil servants. 

13. S D Tendulker, "Rural Institutional Credit and Rural 
Development. A Review Article", Indian Econoj;~ ic Revic\'; 18 
(january-June 1983): 101-37. 
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(viii) 767 h:iscellaneous Loans 

These expenditures include such itel:1S as (i) advances 

for survey of boundary marks, (ii) loans to contractors including 

advances to Land Army Corporation, (iii) loans to Karnataka 

State Construction Corporation for execution of civil works and 

(iv) advances to government com 111ercial concerns for purchase 

of conveyances. We are unable to peiceive any redistributive 

function of these expenditures. Consequently we have distributed 

them by household income. 

6.7 Household Groups Used for Incidence Analysis 

S8.mple households have been divided into individual 

groups on the basis of two household characteristics - econonic 

status and social status. r:hile inCOI71e has been used as the 

proxy for the economic status, relit;ion/caste has been used as 

the proxy for social status. So the two groups of households 

relevant for our study are: (i) households by inCO:-:le groups, and 

(iij households by social groups. 

(i) Eousehold Income: Inco;ne is generally accepted 

as a relevant basis for comparison of the econo:-:.ic status of 
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individuals as well as households. Households can be clDssi fied 

into either arbitrary income groups or by deciles of household 

income. have analysed tax, expenditure and fiscal (net) 

incidences by deciJes of household inco:ne. 

(ii) Social Groups: The second grouping of households 

is by their religion and caste. Households have been divided 

into 'Hindus' and 'non-Hindus' and within 'Hindus' into certain 

broad caste groups. We have 'used the following social and caste 

groups; (i) Vokkaligas, (ii) Ligayats, (iii) Brahmins, (iv) Scheduled 

Castes/Tribes, (v) Backward Castes/Tribes, (vi) Other Hindu 

Castes (excluding the first five groups) and (vii) Non-Hindus 

(hiuslims, Christians, Jains etc.). The classification of households 

into Scheduled Caste, Scheduled Tribe, Bacb';ard Castes and 

Back ward Tribe households is the same as recognised by the 

government of Karnataka (see Appendix 'I' ). 

In most of the southern Indian states, the social 

reform move:,1ents ultirrlately resulted in the socially backward 

sections demandin~ increasing share in political and ad;;linistrative 

pO\','er and direct benefits from governj~lent bud;et. Some of 

the anti-poverty progra:nmes are even linked to some sPecific 

SOcial groups like Scheduled Castes and Scheduled Tribes. 
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It has been argued that many of the benefits flowing 

from the state government policies have come to be cornered 

by the better off sections of the society. Therefore it v.'Quld 

be re" .. nrding to know, atleast partially, as to \':ho benefits more 

from the state governiilent budget. This would require estimation 

of fiscal (net) incidence by broad social groups. Esti :l1at ing 

fiscal (net) incidence caste-wise will also give us an idea about 

the relationship between caste and econo: .. ic class in Karnataka. 

6.8 i\:lethods of Analysis 

Some of the com monly used I7Iethods in analysing 

the changes in the size distribution of income, defined as incidence 

in the present study, are: (1) Effective rates, (ii) RC[;ression 

analysis and (iii) Gini coefficients. 

In these n~ethods, while pro;;ressive taxes are pro

poor, progressive expenditures/net benefits (expenditure minus 

tax) are anti-poor. On the contrary regressive expenditures/net 

benefits are pro-poor while regressive taxes are anti-poor. \,'e 

explain below how under each method of analysis progressive/ 

regressive incidence of taxes, expenditures ane net benefits is 

estioated. 
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(i) Effective Rates 

We derive the effective rates by taking the absolute 

tax/expenditure/net benefit amount accruing tqeach household 

as a proportion of the corresponding household income. The same 

logic applies when we are estimating incidence across deciles 

(of housoooid income) or social groups. If the effective rutes 

increase continuously from a lower incollle to a higher income 

group, then the respective tax/expenditure/net benefit head of 

account is progressive. Regressive incidence is the converse of 

this i.e., continuously declining effective rates. 

The advantage of this method is that the inter ..... group 

(deciles/social groups) varintions in incidence can be clearly brout;ht 

out. These variations get obscured in the other t\':o sum:,lary 

measures. Since we are as much interested in inter- group 

variations of incidence as in the overall incidence, interpretation 

of incidence throu.;h effective rates is our priL;ary D.ethod of 

analysis. \\'e have multiDlied the effective rates by 10,000 to . 
make the effective rate patterns easy to understand. 
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(ji) Regression Analysis 

In the regression analysis we regress the mean burden/ 

benefit (depending on whether we are analysing the incidence 

of taxes or expenditures) on mean incbme. The vari3bles are 

wcight.ed by the frequency distribution of households in the 

respective decile/social groups so that the regression lines intersect 

the true means obtained from individual observations. III We 

use a lOb-linear specification of the form. 

I?? y;: a. T 10. l 'nX- -t M.. 

C--v-hQ.1..\:'... L"- ~ 1M t:",-

In other words the variables are 

measured in natural logs. 

test the null hypothesis H : b= 1. o In this method we 

Thus the test is to find out whether tax burdens, expenditure 

benefits and net benefits are pro;Jortional or not. An elasticity 

coefficient of greater than (i.e., b is greater than l) means 

that the incidence of the respective tax/expenditure/net benefit 

head of account is progressive. Re&ressive incic1ence is inter-

preted in terms of the elasticity coefficient having a value less 

than 1. Since we ,vill be testing tile null hpotnesis of b= 1 a 

14. 1'1 Reynolds and E Smolensky, Public Expenditures, T3xes 
and the Distribution of Income. The United States 105(), 
1961, 1970 (;\ew York: Acaucmic Press, 1977), p.54. 
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statistically significant elasticity coefficient of greater/lo\,:er 

than 1 is perfectly compatible with a low R2 for the regression 

function. 

(iii) Gini Coefficients 

The third method of analysis is the comjJarison of 

pre and post-fisc income distributions through Gini coefficients. 

A lower value for the post-fisC Gini coefficient compared to 

the pre-fisc Gini coefficient indicates progressive tax incidence 

or regressive expenditure/net benefit incidence. But the results 

from this r:lethod should be interpreted c8utiously because when 

two lorenz curves intersect, the respective Gini coefficicnts can 

have similar vc::lues even though the underlying distributions (as 

reflected in the s!13pes of the lorenz curves) are different. 

So we use the (pattern of) effective r8tes as OL:r 

pri:nary Iilethod of analysis supported by the rq;ression analysis 

and the cor:lparison of pre and post-fisc Gini Coefficic:lts. 



CHAPTER VII 

EMPIRICAL ANALYSIS Of TAX INCIDENCE 

In this chapter the results of tax incidence have been presented 

by deciles of household income and social groups. The net tax 

revenue under each tax head has been arrived at by deducting 

the cost of collection from the actual amount of tax collected. 

These net burdens (sometimes net benefits) have been distributed 

to the state households usingrtandard and alternative distributive 

series (assumptions) as explained in the previous chapter 

(see chapter VI, 6.5). We have used three methods of analysis 

to find out the redistributive role of each tax head and also 

the tax account as a whole. We have presented the effective 

tax rates, regressed mean (average) tax amount on mean (average) 

household income (both in natural logs) and also showed the 

magnitude of increase/decrease in inequality in the original income 

distribution using Gini coefficients. 

To overcome the problem of determining arbitrary 

income groups, decile-wise income distribution of household 

incomes has been used. The social group-wise classification 

has been attempted to indicate the burden of state government 

taxes on the economically and socially backward groups 

vis-a-vis the other socially forward groups in the state. There 

are seven social groups in our study (see Chapter VI, 6.7). They 
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are: Backward Castes/Tribes (BCs/BTs), Scheduled Castes/Tribes 

(SCs/STs), Vokkaligas, non-Hindus, Brahmins, Lingayats and Other 

Hindu Castes. These social groups have been arranged in an 

ascending order of household income. We have distributed some 

of the taxes by alternative incidence assumptions. 

V .... 'e wiIl discuss the tax incidence results first by 

deciles of household income and later by social groups. Discussion 

of each head of account is accompanied by a table giving the 

effective rates,· pre and post-fisc Gini coefficients and the 

elasticity coefficient. We have tested whether the elasticity 

coefficient is statisticaIly different from unity or not at 1, 5 

and \0 per cent levels of significance. Thus our null hypothesis 

is that the elasticity coefficient is equal to unity (Ho : b= 1) 

and the alternative hypothesis is that it is not equal to unity 

(HI: bt 1). 

7.1 Tax Incidence by Deciles and Standard Assumptions 

State government taxes have been categorized into 

three groups depending on their effective rate patterns. 
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The first group consists of progressive taxes i.e., 

those taxes whose effective rates increase from low to high 

income deciles. These taxes are: tax on agricultural income, 

tax on professions, trades, callings and employment or profession 

tax (shown under the major head 028: Other Taxes on Income 

and Expenditure) and luxury tax (which is one of the seven taxes! 

cesses shown under the major head 045: Other Taxes and Duties 

on Commodities and Services). 

7.1.1 Tax on Agricultural Income 

Decile Effective Gini coefficient (X 1 00) 
rate (X 10000) Pre-fisc Post-fisc 

I 
11 
III 
IV 
V 
VI 
VII 
VIII 2,95 
IX 2.38 
X 34.06 
Average 3.94 

NA : r'ot Applicable 

52.86 52.80 

Elasticity 
coef ficient 

NA 
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We find that nearly the entire amount of tax collected 

has been paid by the households in the tenth decile. This is 

due to the fact that income from plantation crops is generally 

very high. The log linear specification cannot be used to find 

out the progressiveness/regressive ness of this tax since households 

in seven out of the ten deciles have zero tax burden. But the 

decline in the post-fisc Gini coefficient indicates that the 

incidence of this tax is progressive. This is also reflected in 

the effective rate pattern. 

This is one of the Uew direct taxes levied by the 

state government and has great potential to become an important 

progressive tax if the state government has the political will 

to implement it properly. But in recent years receipts from 

this tax have been declining due to many exemptions given by 

the state government. 

7.1.2 Tax on Professions, Trades, Callings and Employment 

This tax is borne by households employed in either 

private or public sector organisations. Since the minimum annual 

income has to be Rs.6000 for an employee to be liable for this 

tax, we find that the households in some deciles have zero tax 
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burden. In our study though the burden of the tax is found 

to be on the top five deciles only, redistribution through this 

tax is not very large as indicated by a marginal decline in the 

post-fisc Gini coefficient. This may be due to two reasons. 

The amount of tax collected is small and even when the tax 

is borne by middle and high income deciles, the burden is fairly 

equally distributed across such deciles. The log linear 

specification cannot be used since some of the deciles have 
onthe incidence of this tax 

zero tax burden. The necessary informationL has been given in 

the following table. 

Decile Effective 
rate (X 10000) 

I 
II 
III 
IV 
V 
VI 13.00 
VII 10.40 
VIII 20.32 
IX 24.23 
X 20.03 
Average 8.80 

NA : Not Applicable 

Gini coefficient (X 100) 
Pre-fisc Post-fisc 

52.86 52.83 

Elasticity 
coef ficient 

NA 
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7.1.3 Luxury Tax 

Decile Effective 
rate (X 10000) 

Gini coefficient (X 100) 
Pre-fisc Post-fisc 

I 0.04 
II 0.03 
III O.OS 
IV 0.24 
V 0.18 
Vl 0.27 
VII 0.33 
\-II1 0.59 
IX 0.72 . 
X 0.S2 
Average 0.33 52.86 52.85 

* Significant at 1 per cent. 

Elasticity 
Coefficient 

* 1.80 

The progressive incidence of the luxury tax may be 

because it is a tax levied mostly in urban areas and the high 

income households are expected to use the lodging facilities 

(on which this tax is levied) more than the low income households 

This is the logic for distributing the burden of this tax by urban 

household income. 

Urban household incomes being skewed in favour of 

the high income households more than the total state household 

incomes, we find that the burden of this tax is relatively more 
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on the high income households. The effective rates are very 

small because of the small magnitude of receipts from this tax. 

But the pattern of effective rates clearly indicates the progressive 

incidence of this tax. Regression analysis also shows that the 

incidence of this tax is highly progressive. The post-fisc Gini 

coefficient declines although only marginally. 

The state government tax~ which exhibit regressive 

incidence (i.e., the effective rates decline with an increase in 

household income) are: stamps and registration fees, state excise, 

sales tax, education cess and health cess. The last two are 

minor heads under the major head 045: Other Taxes and Duties 

on Commodities and Services. 

7.1.4 Stamps and Registration Fees 

These receipts are mainly from court fees and fees 

on registration of transfer of properties (both movable and 

immovable). It is generally believed that the high income 

households use the courts of law relatively more and are also 

engaged more in property transact ions. Stamp duties and 

registration fees are levied on these two activities, respectively •. 
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But contrary to such general belief, we find that the relative 

burden of these receipts falls more on the low income households. 

This may be an indication of an increase both in petty litigation 

and small property transactions. 

The effective rates for the bottom five deciles are 

larger than the average effective rate. It indicates that the 

relative burden of these fees is more on the low income 

households. This result should be interpreted with caution. 

We have taken into account the households which are involved 

in either a court case or a property transaction during 1981-82. 

The monetary values of court fees/property transactions are 

not given any weightage. If we account for such di fferences 

in monetary values we may arrive at an incidence pattern quite 

different from the one given above. The necessary information 
on the incidence of this tax 

/ has been given in the follo\"'ing table. 

,Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 1 0000) 

169.74 
94.48 

154.72 
1I4.57 
157.22 
60.82 
69.01 

37.78 
26.46 
18.94 
90.37 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 53.'03 

* Significant at 1 per cent. 

Elasticity 
Coefficient 

0.34* 



7.1.5 State Excise 

Decile 
Effective 

rate (x 10000) 

I 1724.39 
II 896.20 
III 677.68 
IV 500.25 
V 381.09 
VI 296.03 
VII 246.48 
VIII 182.79 
IX 123.18 
X 49.94 
Average 507.80 

* Signi ficant at I per 
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Gini Coefficient (x 100) 
Post-fisc Post-fisc 

52.86 53.87 

cent. 

Elasticity 
coefficient 

0.04* 

The effective rates of state excise duties are larger 

than the effective rates under all the other tax heads, with 

the exception of sales tax. This is because state excise duties 

are the second largest source of tax revenue for the state 

government. 

The regressive incidence of these duties is not 

surprising since most of the state excise receipts (approximately 

65 per cent) are from the tax on country liquor, the consumption 

of which is relatively more in the low income groups. The actual 
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consumption expenditure on liquors (intoxicants), which is the 

standard distributive series, indicates that the burden of this 

tax is relatively more on the low income households. 

The average effective rate is laq;er than the effective 

rates for the top seven deciles. It means that the burden of 

these duties is relatively more on the bottom three deciles. 

The difference between the effective rates at the two ends of 

the decile distribution is fairly large. This shows that as 

household income increases, the proportion of income spent on 

consumption of intoxicants declines sharply. 

Similarly, in a study made by Thimmaiah on the 

incidence of consumption of intoxicants in Karnataka, incidence 

of drinking (of liquor) measured "by the proportion of household 

per capita income spent on drinks in a year" was found to be 

n 1 .. h . ,,1 more or ess regressive In t e entire state. 

1. G Th i m m a i a h, ~S~o~c!.:i o~-..::.E~c::;o~n!.:o::.:m~i c==--...:.I~m.:.Jp:.:a:.:c:.:t~::..o-=-:f -.-..:D=..:.;r i"-;;:n~k:..:.:i n~g.u!--;S::-;t a-;-t-:-,-e 
Lotteries and Horse inKarnataka (r-.Jew Delhi: 
Ster ing Publishers, 19 



7.1.6 Sales Tax 

Decile 
Effective 

rate (x 10000) 

I 2126.07 
II 1343.60 
III 1047.13 
IV 843.72 
V 719.89 
VI 594.13 
VII 499.49 
VIII 451.50 
IX 359.76 
X 157.82 
Average 814.31 

* Significant at 1 per cent. 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 54.83 

Elasticity 
coefficient 

0.31* 

The regressive incidence of sales tax can be explained 

in terms of high marginal propensity to consume among the low 

income households. Household consumption expenditure is 

inversely related to household income. We find that the effective 

rates decline sharply from low to high income deciles. The 

effective rates of sales tax are also the largest compared to 

those under various other tax heads. This is because the receipts 

from state sales tax are the single largest source of tax revenue 

for the state government. 
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The effective rates for the bottom four deciles are 
average 

larger than the {effective rate. It indicates that the low income 

households bear relatively greater burden of this tax than the 

households in other deciles. Bifurcating the sales tax receipts 

into those from 'food' and 'non food' items and distributing them 

by corresponding household expenditures did not affect the 

regressive incidence of this tax. 

Since we have distributed the sales tax burden 

proportionate to household consumer expenditure without making 

any adjustments for the tax on inputs and capital goods, the 

regressiveness of this tax may be different from our estimates 

when such adjustments are made. 

7.1.7 Education and Health Cesses. 

Education Cess 

Decile Effective 
rate (x 10000) 

Gini Coefficient (x 100) 
Pre-fisc Post-fisc 

I 53.42 
II 27.70 
III 21.07 
IV 15.60 
V 12.08 
VI 9.46 
VII 8.12 
VIII 6.02 
IX 4.07 
X 1.89 
Average 15.94 52.86 52.89 

* Significant at 1 per cent. 

Elasticity 
coefficient 

0.09 



Health Cess 

Effective 
Decile rate (x 10000) 

I 57.6) 
II 30.01 
III 22.94 
IV 17.52 
V 13.73 
VI 11.09 
VII 9.53 
VIII 7.91 
IX 6.06 
X 2.91 
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Gini Coefficient (x 100) 
Pre-fisc Post-fisc 

Average 17.93 52.86 52.89 

* Significant at 1 per cent. 

Elasticity 
coefficient 

0.21 * 

These cesses are levied on land revenue; state excise; 

tax on professions, trades, callings and employment and 

cinematographic show tax. Education cess is levied on the first 

three types of taxes while health cess is on all the four taxes. 

It should be noted here that there are in fact net benefits to 

state households (i.e., collection charges exceeding tax receipts) 

under land revenue. But the flow of benefits does not indicate 

either a progressive or a regressive incidence pattern. A marginal 

increase in the post-fisc Gini coefficient indicates the pro-rich 

nature of these benefits. But the regression analysis shows that 

the progressive incidence of these benefits is statistifcally not 

signi ficant even at 10 per cent level. The incidence of 
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entertainment tax is proportional (cinematographic show tax is 

a component of this tax). Tax on professions, trades, callings 

and employment is progressive but only mildly. So the regressive 

incidence of education and health cesses can be attributed entirely 

to the regressive incidence of state excise duties. for both 

these cesses the bottom three deciles have effective rates larger 

than the average effective rate as in the case of state excise 

duties. 

The third group of taxes are those whose effective 

rates indicate proportional incidence (i.e., effective rates are 

nearly constant across the deciles) or follow a lUI pattern or 

do not follow any pattern at all. They' are: land revenue, taxes 

on vehicles, tax on entry of goods into local areas (shown under 

the major head 042: Taxes on Goods and Passengers), taxes and 

duties on electricity, entertainment tax, betting tax, forest 

development tax and receipts from state lotteries. (The last 

four types of receipts are minor heads under the major head 

045: Other Taxes and Duties on Commodities and Services). 

Incidence of expenditures under the head 247: Other fiscal 

Services is proportional by assumption. 
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7.1.8 Land Revenue 

Decile 

I 
II 
HI 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

-3.65 
-5.97 
-4.17 
-5.20 
-5.42 
-5.57 
-8.62 
-6.34 
-4.44 
-5.14 
-5.45 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.88 

Elasticity 
coefficient 

1.08* 

* Not significant even at 10 per cent. 

Note: Effective rates have negative signs because of net 
payments under this head. We have applied the 
log linear specification taking the values of the 
dependent variable as positive values. 

This tax was one of the major sources of revenue 

for the state government in the past. By 1981-82 it had in fact 

become unproductive with the collection charges exceeding the 

tax receipts by more than Rs.l crore. This would mean, 

accordi~ to the methodology adopted by the present study, there 

is a net benefit from the state government budget to the land 

revenue payee households during 1981-82. 
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Under the standard assumptions the benefits with 

respect to land revenue proper have been distributed by household 

land revenue payments. The second part of this major head 

namely, expenditure incurred in maintaining land records, survey 

and settlement operations etc., has been distributed proportionate 

to household ownership of agricultural land. 

The absolute amount of land revenue paid is more 

in the high income deciles. This may be due to remissions of 

land revenue given to owners of less than ten acres of dry land 

in some parts of the state in 1981-82 due to drought. for this 

reason, some households though were owning agricultural land 

did not pay any land revenue during 1981-82. This was found 

out during our household survey. 

Given this, the distribution of actual land revenue 

paid is skewed towards the high income households. Thus even 

when the distribution of ownership of agricultural land relative 

to household income is mildly regressive we find that the 

benefits under this head of account are progressive as indicated 

by an increase in the post-fisc Gini coefficient. This shows 

that if this tax is productive its redistributive role can be in· 

favour of the poor. But it should be noted that it would be 
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so only with remission in land revenue for some categories of 

land owners. Even then the redistributive role of this tax will 

be very limited if the marginal increase in the post-fisc Gini 
coefficient 

[ldue to net benefits under this head of account) is of any 

indication. The elasticity coefficient though is greater than 

unity is statistically not significant even at IO er cent level. 

Therefore there is not only an urgent need for revising land 

revenue (settlement) rates and making this tax progressive but 

also for reducing the administrative expenditure incurred in 

collecting it. 

7.1.9 Taxes on Vehicles 

Decile Effective Gini coefficient (x 100) Elasticity 
rate (x 10000) Pre-fisc Post-fisc coefficient 

I 231.59 
II 103.20 
III 109.53 
IV 107.58 
V 68.66 
VI 64.85 
VII 100.55 
VIlI 105.77 
IX 113.85 
X 80.04 

0.82+ Average 108.56 52.86 52.90 

+ Not significant even at 10 per cent. 
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The effective rates of taxes on motor vehicles follow a near 

'U' pattern. This is because of combining three distributive 

series one each for vehicles for personal use, transport vehicles 

and passenger carriers (i.e., buses, taxis etc.) in distributing the 

net receipts. The tax on vehicles for personal use rests heavily 

on the high income groups. The burden of the tax on transport 

and passenger carriers is relatively more on t'.e low income 

households. It is so because both household consumption 

expenditure and household size (the two distributive series) 

respectively) relative to household income are skewed towards 

the bottom end of the decile distribution. 

A combination of these (three) distributive series 

leads to a situation where the middle income deciles bear relative 

lesser burden of this tax than the other deciles. But with some 

of the high income deciles also bearing a large part of the burden 

of this tax., its regressive incidence is not large. The post-fisc 

Gini coefficient increases but only marginally. The elasticity 

coefficient of 0.82 is statistically not significant even at 10 per 

cent level. 
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7.1.10 Tax on Entry of Goods into Local Areas 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

7.43 
3.15 
4.28 

12.92 
6.21 

10.49 
7.54 

13.04 
13.51 
6.52 
9.51 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

+ Not signi ficant even at 10 per cent. 

Elasticity 
coefficient 

1.04+ 

The effective rates of this tax do not follow any 

clear pattern. The effective rate for the first decile is 0.17 

per cent which declines to 0.04 per cent by the third decile. 

The next decile shows a sudden increase in the magnitude of 

the effective rate to reach 0.13 per cent. Such variations can 

be found at different points of the decile distribution. If we 

isolate the fourth, the sixth and the tenth deci les a near lUI 

pattern of effective rates emerges. Thus the burden of this 

tax distributed among the urban households in proportion to their 

consumption expenditures is relatively higher on the low inrome 

groups (due to their large numbers) as well as the high in orne 
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groupS (due to their high Incomes). This pattern is reflected 

in the elasticity coefficient having a value of 1.04 but not being 

statistically significant even at 10 per cent level. 

7.1.11 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Taxes and Duties on Electricity 

Effective 
rate (x 10000) 

31.26 
24.10 
24.70 
27.96 
24.36 
25.86 
27.23 
27.82 
29.35 
26.94 
26.96 

Gi ni coef ficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

+ Not significant even at 10 per cent. 

Elasticity 
coefficient 

The incidence of these levies is nearly proportional. 

Data on the use of electricity for domestic and non-domestic 

purposes are available for the year 1981-82 from the Karnataka 

Electricity Board. These proportions have been used to bifurcate 

the receipts from electricity duties into t\VO broad groups namely 

domestic and non-domestic. 
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The non-domestic part of electricity consumption 

is distributed by household income since we have been unable 

to find out household consumption of goods and services produced 

by the industrial and commercial sectors. Domestic consumption 

of electricity is more in high income groups. But relative to 

household income, it is nearly the same across the decil~ i.e., 

proportional. Higher the income of the household, higher is 

its domestic electricity consumption. That is the reason why 

the effective rates of these receipts are all nearly the same 

as the average effective rate. 

So one way of making the electricity duties 

progressive is by increasing the charges on the large domestic 

consumers. That is, the charges on domestic electricity 

consumption should increase at a faster rate than the actual 

consumption itself. 

7.1.12 Entertainment Tax 

The effective rates of this tax do not follow any 

definite pattern. 'vVe interpret the incidence of· this tax as 

proportional. This is supported by the regression analysis with 
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the elasticity coefficient being statistically not signi ficant even 

at 10 per cent level. One interesting feature of the incidence 

of this tax is that the effective rates for the first, the eighth 

and the ninth deciles are much larger than the average effective 

rate of 0.36 per cent. All the other deciles have effective rates 

smaller than the average effective rate. This means that an 

increase in the tax rates applicable to the high income groups 

is required if this tax has to be made progressive. 

A reduction in the tax rates applicable to low rate 

classes in film theatres may make this tax regressive because 

a lower tax rate may only lead to a more than proportionate 

increase in the expenditure incurred on film shows by the low 

income households. (We assume that low income households 

buy low priced tickets). The attendance in tax free film shows 

indicates such a possibility. It all depends on whether the 

elasticity of expenditure on film shows (cinemas) with respect 

to the tax on the low priced tickets is negative and greater 

than unity or not. If it isj;reater than -1 i.e., -2, -3 etc., then 

a reduction in tax rates on low priced tickets will make the 

inCidence of entertainment tax more regressive. The relevant 
on the incidence of this tax 

information/has been given in the following table •. 



Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VlII 
IX 
X 
Average 

Effective 
rate (x 10000) 

46.03 
24.43 
24.54 
35.49 
30.89 
35.18 
28.65 
48.41 
55.49 
27.46 
35.66 
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Gini Coefficient (x 100) Elasticity 
Pre-fisc Post-fisc coefficient 

52.86 52.86 

+ Not significant even at 10 per cent. 

7.1.13 Betting Tax 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

28.70 
8.00 

11.62 
8.62 
7.82 

10.29 
8.99 

14.90 
11.44 

3.39 
11.38 

Gini coefficient (x 100) Elasticity 
Pre-fisc Post-fisc coefficient 

52.86 52.87 *** 0.68 

*** Signi ficant at 10 per cent. 
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To estimate the incidence of this tax, household 

expenditure per month on lottery tickets has been used as the 

proxy distributive series. This has been done because in our 

survey we could not cover sufficiently large number of households 

who have the habit of placing bets at horse races. 

The overall incidence of this tax is only mildly 

regressive as shown by the values of both the elasticity and 

the post-fisc Gini coefficients. But the effective rates for the 

eighth and the ninth deciles which are larger than the average 

effective rate indicate that the habit of betting on horse races 

is equally prevalent in some high income households. 

Moreover, except for the first and the last (tenth) 

deciles, the effective rates for the other deciles are all fairly 

close to the average effective rate. Given this, the elasticity 

coefficient is significantly lower than unity only at 10 per cent 

level. The same is also reflected in a marginal increase in the 

post-fisc Gini coefficient. 

In a study by Thimmaiah, incidence of horse racing 

measured by the proportion of household per capita income spent 

on horse racing in a year does not follow any clear pattern 
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i.e., either progressive or . 2 regressive. But in general the 

incidence of horse racing was found to be more on the households 

having per capita income ranging from Rs.5,OOO to Rs.8,OOO. 

So we may say that the incidence of these receipts is more 

on the low and middle income groups. This generalization comes 

close to our estimate of the incidence of betting tax. 

7.1.14 Forest Development Tax 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

5.41 
5.41 
5.41 
5.41 
5.41 
5.41 
5.41 
5.41 
5.41 
5.41 
5.41 

++ By assumption. 

Gini Coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

Elasticity 
coefficient 

1.00++ 

This tax which is levied on the forest produce disposed off by 

the state government has been distributed proportionate to 

household income. This has been done due to non-avai-Iability 

of any appropriate distributive series for allocating these receipts. 

Thus their incidence is proportional by assumption. 

2. Ibid., p.174. 
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7.1.15 Receipts from State Lotteries 

Decile 
Effective 

rate (x 10000) 
Gini coefficient (x toO) 
Pre-fisc Post-fisc 

I -1.09 
II -0.30 
III -0.44 
IV -0.33 
V -0.29 
VI -0.39 
VII -0.34 
VIII -0.56 
IX -0.43 
X -0.12 
Average -0.43 52.86 52.86 

*** Significant at 10 per cent. 

Elasticity 
coefficient 

*** 0.68 

Note: Effective rates have negative signs because of net payments 
under this head. We have applied the log linear sped fica
tion taking the values of the dependent variable as positive 
values. 

Receipts/expenditures on account of state lotteries included under 

the major head 045: Other Taxes and Duties on Commodities 

and Services show a net outflow from the state government 

budget. When distributed as benefits to the households who 

purchase lottery tickets regularly (at least one ticket a month) 

we find that the bottom most decile has the largest effective 

rate and the top most decile the lowest effective rate. for 

all the other groups the effective rates cluster around the average 

effective rate. 
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The pattern of effective rates indicates that the 

incidence of net expenditure under this minor head is only mildly 

regressive. The elasticity coefficient is significantly lower than 

unity only at 10 per cent level. But there is no change in the 

post-fisc Gini coefficient. 

Though this minor head shows a net payment to 

state households, another minor head under the major head 

268: Miscellaneous General Services (see Chapter VI, 6.6.5, iii) 

records net receipts to the government from state lotteries. 

If we take into account these inflows and outflows simultaneously, 

we arrive at net receipts to the government from conducting 

state lotteries. So the net incidence of state lotteries can be 

interpreted as being mildly regressive (anti-poor) when we take 

into account all the receipts and expenditures on state lotteries 

recorded under various minor heads of the state government 

budget. This result of regressive incidence is supported by the 

incidence estimate of state lotteries made by Thimmaiah for 

an earlier year. 3 Incidence was estimated by per capita income 

groups in that study. 

3. Ibid., p.148. 
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7.1.16 Other Taxes and Duties on Commodities and Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIll 
IX 
X 
Average 

Effective 
rate (x 10000) 

190.12 
95.28 
85.22 
82.55 
69.82 
71.31 
60.69 
82.68 
82.76 
41.76 

86.22 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.93 

* Significant at 1 per cent. 

Elasticity 
coef f icient 

* 0.70 

The minor heads of taxes included under this major 

head of account exhibit varying patterns of incidence, individually. 

But the overall incidence of this major head is regressive. The 

post-fisc Gini coefficient increases by 0.13 per cent. Progressive 

incidence of the luxury tax is negated by the regressive incidence 

of betting tax, education cess and health cess. forest 

development tax and entertail1ment tax have prcpJrt ioml incidence. 

The net expenditure on state lotteries shown under this major 

head is in favour of the low income households. But its 

magnitude being very small, the regressive incidence of betting 

tax, education cess and health cess makes the incidence of net 

receipts under this major head regressive. 



7.1.17 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 
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Other Fiscal Services 

Effective Gini coefficient (x 100) 
rate (x 10000) Pre-fisc Post-fisc 

-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 52.86 52.86 

Elasticity 
coefficient 

1.00++ 

++ By assumption 

Note Effective rates have negative signs because of net 
payments under this head. We have applied the 
log linear specification taking the values of the 
dependent variable as positive values. 

Expenditures incurred in promoting siTIali savings 

in the state have been distributed proportionate to household 

income due to non-availability of any other appropriate distributive 

series. The incidence of these services so estimated is 

proportional. 
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7.1.18 Overall Incidence of the Tax Account 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

4486.42 
2553.51 
2098.56 
1683.82 
1421.30 
1130.39 
1012.24 
917.78 
770.51 
430.38 

1650.49 

* Signi ficant at 1 per cent. 

Qini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 55.70 

Elasticity 
coefficient 

* 0.37 

The overall incidence of the tax account across the 

deciles is regressive under the standard assumptions with the 

bottom four deciles having effective rates larger than the 

average effective rate. It means that the relative burden of 

state taxation is more on the low rather than on the middle 

and high income deciles. The elasticity coefficient of 0.37 which 

is statistically significant at 1 per cent level clearly points out 

that the state government tax receipts are regressive or anti-

poor. An increase in the post-fisc Gini coefficient means that 

the state government taxes have increased the inequality in the 

initial or pre-fisc household income distribution. This increase 

in the post-fisc Gini coefficient is to a magnitude of 5.37 

per cent. 



280 

A comparison of effective rates across the deciles 

brings out the inter-decile variations in the incidence of state 

taxes. \Ne find that while the households in the bottom most 

(first) decile pay nearly 45 per cent of their annual incoine 

towards state taxes, the corresponding proportion for the highest 

(tenth) decile is 4 per cent only. Households in the fourth to 

the ninth deciles contribute between 17 to 8 per cent of their 

annual incomes to the state exchequer through tax payments. 

This regressive incidence pattern is not surprising 

given that the important state taxes are indirect taxes whose 

burden falls heavily on the low income groups because of the 

high proportion of consumption expenditure in their incomes. 

\Vhatever progressiveness some of the state taxes have exhibited 

has been negated by the regressive incidence of state excise 

duties and sales tax, which between them account for nearly 

70 per cent of state tax revenue (the net proceeds from shared 

taxes and central sales tax being isolated from total state tax 

revenue). 

Some researchers using consumption expenditure as 

the base have estimated the incidence of state indirect taxes 

as either proportional or progressive. But when we have estimated 
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their incidence with respect to household income, we find a 

clear regressive incidence pattern for these receipts. Thus unless 

the direct taxes available to the state government are properly 

utilized any attempt to mobilize additional resources through 

indirect taxes will only lead to a more unequal post-fisc income 

distribution, given that all the other factors remain constant. 

7.2 Tax Incidence by Deciles and Alternative Assumptions 

In order to find out the sensitivity of tax incidence 

results, we have experimented with alternative assumptions for 

two major heads of the state tax revenue. They are: land 

revenue and stamps and registration. 

7.2.1 Land Revenue 

To estimate the incidence of this tax under alternative 

assumptions, we have used household ownership of agricultural 

land as the distributive series. This has been done because if 

there are no remissions of land revenue, the payment of land 

revenue will be directly related to the acerage (i.e., the 

magnitude) of agricultural land owned by the households. 
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In this method we ignore the differences in land 

revenue rates across different types of land and also across 

different regions of the state of Karnataka. We have assumed 

that given the small variations in 'land revenue rates across 

different types of land and regions, our alternative series is 

a fair approximation of the household payment of land revenue 

if there are no remissions in its payment. 

Under alternative assumptions the benefits (since 

there is a net out flow from this head of account) of land revenue 

are regressive with the elasticity coefficient of 0.85 being 

statistically significant at 5 per cent level. It should be noted 

that under standard assumption series the incidence of this tax 

(in fact net expenditures) is nearly proportional (see section 7.1.8). 

That result was due to combining the distributive series of land 

revenue payment and ownership of agricultural land. But under 

the alternative assumptions no weightage has been given for 

the payment of land revenue. 

The incidence estimate under the alternative series 

has important policy implications. If this tax becomes productive 

once again and no remissions in its payment . are given, its 

incidence may be anti-poor or regressive. So there is an urgent 
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need to make land revenue rates more progressive and also to 
on the incid~nce of this tax 

reduce its cost of collection. The necessary information / has 

been given in the following table. 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective gini coefficient (x 100) 
rate (x 10000) Pre-fisc Post-fisc 

-6.48 
-9.46 
-6.75 
-7.32 
-5.82 
-6.20 
-8.77 
-6.42 
-4.51 
-4.31 
-6.60 52.86 52.86 

** Significant at 5 per cent 

Elasticity 
coefficient 

** 0.85 

Note Effective rates have negative signs because of net 
payments under this head. We have applied the log 
linear speci fication taking the values of the dependent 
variable as positive values. 

7.2.2 Stamps and Registration Fees 

Assuming that higher the income of a household 

greater will be its use of courts of law as well as involvement 

in property transactions, we have distributed the receipts from 

stamps and registration fees proportionate to household income. 

Thus their incidence is proportional. The necessary information 
on the incidence of this tax 

/has been given in the following table. 



Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

47.10 
47.10 
47.10 
47.IC 
47.10 
47.10 
47.10 
47.10 
47.10 
47.10 
47.10 

++ By assumption. 
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Gini coefficient (x 100) Elastici ty 
Pre-fisc Post-fisc coefficient 

52.86 52.86 

7.2.3 Overall Incidence of the Tax Account 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate (x 10000) 

4366.61 
2509.42 
1993.52 
1618.47 
1311.48 
1117.30 
990.46 
927.21 
791.22 
457.71 

1608.34 

Gini coefficient (x 100) Elasticity 
Pre-fisc Post-fisc coefficient 

52.86 55.52 * 0.40 

* Significant at 1 per cent. 
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State government taxation continues to be regressive 

even under the alternative assumptions. All the implications 

of regressive incidence of tax account referred to under standard 

assumptions (see section 7.1.18) apply with equal force under 

the alternative assumptions as well. This is so even when the 

regressive ness of the tax account is lower under the alternative 

assumptions. The reduction in regressiveness is indicated by 

the differences in the respective post-fisc Gini coefficients and 

also by the magnitude of the respective elasticity coefficients. 

The reduction in regressiveness is due to two reasons. 

Land revenue (net benefit) which is nearly proportional under 

the standard assumptions (see section 7.1.8) becomes mildly 

regressive (judged by the value of the elasticity coefficient) 

under alternative assumptions (see section 7.2.1). But since there 

are net benefits under this head of account, regressiveness of 

these benefits reduces the regressiveness of the tax account. 

Similarly, the incidence of stamps and registration 

fees which is regressive under the standard assup.1ptions (see 

section 7.1.4) is proportional under the alternative assumptions 

since under the latter these receipts are distributed proportionate 

to household income. 
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Thus under the alternative assumptions the net 

benefits from land revenue accrue relatively more to the low 

income groups and the incidence of receipts from stamps and 

registration fees is proportional. These two factors make the 

regressive incidence of state taxation less regressive under the 

alternative assumptions (see section 7.1.18 for the incidence 

of tax account under the standard assumptions). But this 

reduction in regressive incidence is not very large because the 

taxes which are distributed by alternative assumptions do not 

have a large share in state tax revenue. It should be noted 

here that state excise and sales tax, which account for nearly 

70 per cent of state tax revenue, are not distributed under the 

alternative assumptions. 

7.3 Tax Incidence by Social Groups and Standard Assumptions 

To find out the incidence of state taxes across the 

social groups we have classified the households by some major 

caste and religious groups (see Chapter VI, 6.7) and arranged 

them in an ascending order of household income accruing to 

each group. Categorized in this manner, the Backward Castes/ 

Tribes (BCs/BTs) are at the bottom end of the income distribution 

followed (in an ascending order of household income) by the 

Scheduled Castes/Scheduled Tribes (SCs/STs), the Vokkaligas, 

the non-Hindus (Muslims, Christians, Jains etc.), the Brahmins, 
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the Lingayats and the Other Hindu Castes. The last group of 

households are those Hindu households who are not classified 

under the SCs/STs. the BCs/BTs. the Vokkaligas, the Lingayats 

and the Brahmins.: The Kodavas, the Chettiars etc., come within 

this group. 

The effective rates will give us an idea of tax 

burden across the social groups. Our interest is specially in 

the relative (burden) positions of the SC/ST. the Vokkaliga, the 

Brahmin and the Lingayat households. We have used the Gini 

and elasticity coefficients to substantiate our primary analysis 

based on the pattern of effective rates. 

State taxes have been grouped into progressive taxes, 

regressive taxes and taxes which do not indicate any clear pattern 

of incidence. Taxes which exhibit proportional incidence have 

been put under the last category. 

The first group of taxes are the progressive taxes. 

They are: tax on agricultural income, betting tax and receipts 

from state lotteries. Receipts from the last two sources are 

shown under the major head 045: Other Taxes and Duties on 

Commodities and Services. 
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7.3.1 Tax on Agricultural Income 

Social 
group 

BCs/BTs 
SCs/STs 

Effective 
rate (x 10000) 

Vokkaligas 14.66 
Non-Hindus 15.59 
Brahmins 
Lingayats 
Other Hindu CQ.s~s 
Average 

44.00 
10.60 

NA : Not applicable. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.92 

Elasticity 
coef ficient 

NA 

In our household survey 'we have included the Kodagu 

(formerly known as the Coorg) district which accounts for a 

large proportion of area under plantation crops in the state of 

Karnataka. Our data show that the ownership of plantations 

(coffee, cardamom etc.) is mostly in the hands of Kodavas, 

Chettiars (migrants from Tamil Nadu) and Christians (migrants 

from Kerala). Kodavas and Chettiars, have been classified under 

Other Hindu Castes in our study. Given that in terms of 

household income the Other Hindu Castes have the single largest 

share in the income generated in the state, incidence of the 

tax on agricultural income is progressive under the standard 

assumptions. It should be noted here that at present this tax 

is levied only on plantation incomes. 



7.3.2 Betting Tax 

Social 
group 

Effective 
rate (x 10000) 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

1.38 
5.19 
7.67 
9.11 
9.97 
7.09 
9.16 
7.08 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.95 

* Signi ficant at 1 per cent. 

Elasticity 
coefficient 

* 1.97 

The burden of this tax has been distributed by 

households who purchase lottery tickets regularly i.e., minimum 

one lottery ticket a month. \\'e find the incidence of this tax 

progressi vee 

This progressive incidence pattern of effective rates 

is interesting because under decile wise distribution of households 

(see section 7.1.13) incidence of this tax is I:lildly regressive 

(nearing proportional incidence). So the habit of purchasing lottery 

tickets is prevalent more in the households belonging to the 

socially forward groups but within such groups this habit is 

fairly common to households at all income levels. The effective 

rates of all the social groups with the exception of SCs/STs 
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and BCs/BTs are larger than the average effective rate. So 

it is the household social status rather than its economic status 

that explains the incidence of betting tax better. 

7.3.3 Receipts from State Lotteries 

Social 
group 

Effective 
rate (x 10000) 

BCsIBTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

-0.05 
-0.20 
-0.29 
-0.34 
-0.38 
-0.27 
-0.35 
-0.27 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.98 

* Significant at 1 per cent 

Elasticity 
coefficient 

* 1.97 

Note: Effective rates have negative signs because of net 
payments under this head. Vie have applied the log 
linear speCification taking the values of the dependent 
variable as positive values. 

Another minor tax head which shows progressive 

incidence is 'receipts from state lotteries'. During 1981-82 there 

is in fact a net outflow under this Ir.inor head. The net benefit 

flow is progressi ve or pro ·rich. If there are net receipts under 

this head, the explanation for their incidence wiTI be the same 

as for the betting tax. 
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In fact there is a net inflow into the state exchequer 

if we take into account the receipts from state lotteries as 

shown under the head of account 268: !\iiscelJancous General 

Services (see Chapter VI, 6.6.5, i). In such a situation the 

incidence of receipts from state lotteries will be progressive 

or redistributive in favour of the socially backward groups in 

Karnataka. 

The second group of taxes are those which exhibit 

regressi ve inci dence. They are: tax on professions, trades, 

callings and employment or profession tax (accounted for under 

the major head 028: Other Taxes on Income and Expenditure), 

stamps and registration fees, sales tax, state excise, education 

cess and health cess. The last two sources of revenue are shown 

under the major head 

Commodities and Services. 

045: Other Taxes and Duties on 

7.3.4 Tax on Professions, Trades, Callings and Employment 

The regressive incidence of the tax on professions, 

trades, callings and employment does not necessarily mean that 

the socially and economically backward social groups have high 

income generating employment compared to the traditionally 
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rich and forward castes/social groups. The absolute amount 

of tax apportioned to the SC/ST and the BC/BT households is 

very small compared to that apportioned to the other social 

groups. But with only 12 per cent of state income accruing 

to these two caste groups (estimated using the sample survey 

data), the tax burden relative to their income is very high. 

Interestingly, the effective rate applicable to the VokkaJigas 

is higher than the average effective rate. The regressive 

incidence of this tax may also be due to the state government 

employment policy of reservations for the SC/ST and the BC/BT 

households, especially in the lower cadres of the state public 

sector units and the state government bureaucracy. The necessary 
011 the incidence of this tax 

information /11 as been given in the following table. 

Social 
group 

Effective 
rate (x 10000) 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

25.65 
20.72 
20.72 
16.50 
13.39 
17.77 
12.70 
18.21 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.99 

* Signi ficant at 1 per cent. 

Elasticity 
coefficient 

* 0.59 
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7.3.5 Stamps and Registration fees 

Social 
group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brchmins 
Lingayats 
Other Hindu 
Average 

Effective GiTlLsoefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 
101.62 
66.10 

92.40 
29.08 
38.75 
27.33 

Castes 46.58 
57.41 21.97 22.00 

*** Signficant at 10 per cent. 

Elasticity 
coefficient 

*** 0.36 

The effective rates of these fees follow a declining 

pattern indicating their regressive incidence. Effective rates 

for the SCs/STs, the BCs/BTs and the VokkaJigas are lar6er than 

the average effective rate. the ret;ression analysis shows that 

the elasticity coefficient of 0.36 is significant at 10 per cent 

level. An increase in the post-fisc Gini coefficient sue;gests 

that the incidence of these fees is regressive. 

This is because in our household survey a laq,e 

number of socially and at the same time economically backward 

households have been found to be involved in court cases and 

small property transactions more than the other households. 

It is generally believed that given the large monetary costs 
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involved in fighting court cases, only the rich would make use 

of courts of law. But our survey data do not corroborate this 

general belief. It should be noted here that we did not hive 

any weightat;e to the monetary values of court cases and property 

transactions on which these two types of 

respectively. 

7.3.6 Sales Tax 

Social 
group 

Effective ~ini coefficient (x 100) 
rate (x 10000) Pre-fisc Post-fisc 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

808.31 
767.49 
533.25 
384.95 
244.91 
412.54 
292.86 
492.04 21.97 

* Si6ni ficant at 1 per cent. 

22.89 

fees are levied ') 

Elasticity 
coefficient 

* 0.21 

\Ve have divided the sales tax receipts into two groups 

namely, from food and non-food items, and in turn distributed 

the same by the corresponding household consumption expenditures 

(see Chapter VI, 6.5, vii). The effective rates of sales tax 

receipts indicate their regressive incidence. In other words this 

indirect tax adversely affects the low income groups and more 
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so the socially backward households since there exists a strong 

positive relationship between caste and economic class in 

Karnataka. This is so even after a number of Ineasures taken 

over the years for the upliftl1lent of the socially and economically 

backward communities. 

In the inter - social group incidence comparisons it 

is interesting to note that the effective rates for the BC/ST, 

the SC/ST and the . Vokkaliga households are larger than the 

average effective rate. Thus these communities bear relatively 

greater burden of sales tax than the other social groups. The 

effective rate for the Brahmins is the smallest. When we 

contrast it with the effective rate for the Lingayats it is evident 

that the Brahmins despite their high income levels lead a frugal 

life. 

In general, additional resource mobilization either 

through enlarging the sales tax base or by increasing the tax 

rates or both will have undesirable consequences from the point 

of view of redistribution of income across social groups in 

Karnataka. 
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It should" be noted that we did not r,1i)ke any 

adjustments for the tax on the sale of inputs and c8pital goods. 

V,"hen adjustments are made for these factors the pattern of 

incidence may be different from what we have derived in the 

present study. 

7.3.7 State Excise 

Effective Social 
group rate (x 10000) 

BCs/BTs 
SCs/STs 
Vokkaligas 
l\on-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

469.06 
432.01 
259.99 
159.26 
102.69 
200.08 
133.17 
250.89 

* Signficant at 1 per cent. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 22.38 

Elasticity 
coefficient 

* -o.c 5 

The state excise duties levied on the sale of liquor 

(intoxicants) are regressive. The SC/ST and the BC/BT households 

on an average pay 4 per cent of their income to the state 

government in the form of tax on the consum~tion of liquor. 

The large effective rates for these caste groups l,lay be because 

consumption of liquor among these households does not carry 

the kind of social stigma that is attached to such habits in the 
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case of the socially forward communities. There appears to 

be some truth in this since the effective rate for the Brahmins 

is the lowest. The effective rate for the Lin(;ayats is also 

interesting. It is lower than the effective rates for the SCs/STs, 

the BCs/BTs and the Vokkaligas. 

In general the consumption expenditure on liquor is 

inversely related to household income. The elasticity coefficient 

is negative (the only negative elasticity coefficient on tax ocnJJIlt) 

and statistically signi ficant at per cent level. An increase 

in the post-fisc Gini coefficient also indicates the regressive 

incidence of these receipts. 

7.3.8 Education and Health Cesses 

Education Cess 

Effective Social 
group rate (x 10000) 

BCs/BTs 
SCs/STs 
VokkaJigas 
t\on-Hindus 
Brahmins 
Lingayats 
Other Hindu castes 
Average 

14.84 
13.52 
8.55 
5.08 
3.34 

6.63 
4.50 
8.06 

Gini coefficient ( x 100) 
Pre-fisc Post-fisc 

21.97 21.99 

* Signi ficant at 1 per cent. 

Elasticity 
coefficient 

* 0.03 



Health Cess 

Effective Social 
group rate (x 10000) 

BCs/BTs 
SCs/STs 
. lkkaJigas 

n-llindus 
2hmins 

LIlI!.;ayats 
Other Hindu Castes 
A\erage 

16.42 
15.38 
9.74 
6.44 
4.91 
7.96 
6.18 
9.58 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.99 

* Significant at 1 per cent. 

Elasticity 
coefficient 

* 0.20 

The levy of these two cesses is linked to land revenue; 

state excise; tax on professions, trades, callings and employment 

and cinematographic show tax. The education cess is levied 

on the first three types of taxes while the health cess is levied 

on all the four. Effective rates of land revenue follow a 'U' 

pattern and the incidence of entertainment tax (the 

cinematographic show tax is a cOinponent of this minor head) 

is nearly proportional. The regressive incidence of state excise 

duties and tax on professions, trades, callings and employment 

has made the incidence of education and health cesses also 

ret;ressi vee 

A number of taxes do not have any definite effective 

rate pattern; either progressive or regressive. They are: land 
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revenue, taxes on vehicles, tax on entry of goods into local areas 

(shown under the major head 042: Taxes on Goods and 

Passengers), taxes and duties on electricity, forest development 

tax, entertainment tax and luxury tax. Receipts from the last 

three taxes are shown under the major head 045: Other Taxes 

and Duties on Commodities and Services. Incidence of Expenditure 

under the head of account 247: Other Fiscal Services is 

proportional by assumption. 

7.3.9 Land Revenue 

Effective Social 
group rate (x 10000) 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

-7.15 
-3.45 
-8.55 
-2.28 
-2.44 
-8.32 
-5.83 
-5.43 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

+ Not Significant even at 10 per cent. 

Elasticity 
coefficient 

Note: Effective rates have negative sibns because of net 
payments under this head. We have applied the log 
linear specification taking the values of the dependent 
variable as positive values. 
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Due to methodological reasons there are net benefits 

to state households. Under this head of account (see 

section 7.1.8). l\:et expenditures under this head have been 

divided into those on land revenue proper and those on all the 

other sub heads like the survey and settlement operations, 

aintenance of land records etc. Land revenue proper has 

been distributed proportionate to actual land revenue payment 

by households. All the other expenditures have been distributed 

proportionate to household ownership of agricultural land (in 

terms of acerage). 

The effective rates of the net benefits (the effective 

rates carry negative signs for this reason) follow a near lUI 

pattern. So to understand the incidence of this tax we have 

to look into the effective rates for various social groups. 

Summary measures are of little use in this context. 

The VokkaJiga, the Lingayat, the Other Hindu Caste 

and surprisingly the BC/BT households have effcctive rates larger 

than the average effective rate. The large effective rates for 

the first three types of households can be attributed to the 

ownership of agricultural land as well as land revenue paid by 

these households. 
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The large effective rate for the RCs/STs is more 

due to their oWJ1e::rship asricultural land (especially dry land) 

rather than their land revenue payment. This indicates that 

these households own a&ricultural land which is not hibhly 

iJroductive. A lower effective rate for the SCs/STs compared 

.... that for the BCs/BTs may be because the SCs/STs depend 

non-at:,ricultural sources for their inCO:'les more than the 

BCs/13Ts. 

The Brahmins and the non-Hindus being resident 

mostly in urban areas have very Iir.1ited ownership of 3t;ricultural 

land. Thus the effective rates (based on a.;ricultural land 

ownership and land revenue payment) for these social groups 

are very s;n all. 

The summary measures show that the incidence 

o this tax is proportional. There is no change in the post

fisc gini coefficient. The elasticity coefficient is lower than 

unity. I3ut statistically it is not sit;nificant even at 10 per 

cent level. 



7.3.10 Taxes on Vehicles 

Social 
OIVUP 

PCs/PTs 
~s/STs 
"kaligas 

';indus 
,]1ins 

L ~. yats 

Effective 
rate 
(x 10000) 

58.71 
95.45 
104.21 
89.80 
121.90 

Other Hindu Castes 
92.14 
79.81 
91.72 Average 
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GiTli coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.98 

+ I\:ot significant even at 10 per cent. 

Elasticity 
coefficient 

The effective rates of the tax on jilOtor vehicles 

follow a near inverted lUI pattern. The regressivcness introduced 

into the incidence of this tax by distributing the tax receipts 

from transport vehicles and passenger carriers (taxis buses 

etc.) by household consumption expenditures and household 

size (per capita), respectively is nearly equal to the prooressive 

incidence of the tax on vehicles meant for personal use. 

The relatively superior position of the Vokka Ii [;as, 

the Brahmins and the Linbayats in the O\mership of motor 

vehicles for personal use is evident in the effective rates 

for these households. TLese effective rates are lar oer than 

the average effective rate. 
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Given this mixed pattern of the burden of this 

tax, the increase in the post-fisc gini coefficient is very Sil1all 

indicating very limited redistribut ion away froi11 the poor. 

Similarly, althoubh the elasticity coefficient is less than unity 

it is statistically not siDnificant even at 10 per cent level. 

7.· t 1 Tax on Entry of Goods into Local Areas 

Social 
[)roup 

Effective 
rate 

Gini coefficient (x 100) E13sticity 
Pre-fisc Pos-t-f~ coefficient (x 10000) 

BCs/BTs 3.60 
SCs/STs 11.78 
Vokkaligas 6.29 
0:on-Hilldus 14.52 
Erah;nins 12.99 
Lin;:,ayats 5.77 
Other Hindu Castes 7.61 
Average 8.94 21.97 

+ ]\ot si;nificant even at 10 per cent. 

The burden of this tax (the entry tax) is the hi.:,hest 

on the Non-Eindus (i.e., Christians, ~\;usli;ns, jains, etc.), 

followed by the Brahmins. This may be due to the urban 

bias in the population of t;1Cse social groups. A relatiVely 

large effective rate for the SCs/STs is surprisin.;. A pl3usible 

explanation for this is that thou6h their prl:sence in urban 

areas is not as nU;l1erous as that of the socially forward groups, 
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their consumption expenditures relative to their inc0;acs are 

hi;;;h. This results in these household bearing a large part 

of t;.e burden of this tax. The post-fisc Gini coefficient 

illl ~ :ses 1 .. '- ~ inally by 0.05 per cent. The el3sticity coefficient 

is less than unity. But statisticolly it is not si[,nificunt even 

) per cent level. 

7.3.12 Taxes and Duties on Electricity 

Social 
Group 

Effective Gini Coefficient (x 10('. Elasticitv rate ~ 
(x 10000) Pre-fisc Post-fisc coefficient 

DCs/STs 
SCs/STs 
Vokkaligas 
l'\on-Hindus 
Brahi!1ins 
Lingayats 
Other Hindu Castes 
Average 

24.25 
24.57 
25.97 
26.16 
34.08 
27.33 
25.36 
26.82 21.97 

+ l\ot signi ficant even at 10 per cent. 

21.97 

Receipts from electricity duties have been broadly 

grouped into those from do:nestic and non-domestic consumption 

\'.'hile the receipts from non-domestic consu:;1ptioll are r'btribll'_o 

by household income, the distributive series for c' .destic 

consur;lption is household Jilonthly electricity bill. 
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The incidence of these duties is neurly proportional. 

The effective rates for all the social groups, with the exception 

of the effective rate for the Brahr:1ins, cluster around the 

Tl-:is indicates the H:latively high 

depcndcn-::e of the Brahmins on electric power for domestic 

,c;:ps. The pre and post-fisc Gini coefficients have the 

same values. The elasticity coefficient is also statistically 

not different froin unity even at 10 per cent level. 

7.3.13 Forest Development Tax 

Social 
Group 

Effective 
rate 

(x 10000) 

ECs/13Ts 5.41 
SCs/STs 5.41 
Vokkaligas 5.41 
l\:on-Hindus 5.41 
Bmlmlins 5.41 
Lingayats 5.41 
Other Hindu Castes 5.41 
Averabe 5.41 

++ By assuII-lption. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

Elasticity 
coefficient 

Since the distribution of the burden of the f(. t:!st 

develop;nent tax could not be ascert~ined clearly, 'c have 

distributed the receipts from this tax proportionate ~u household 

Thus by assu:-,lption the incidence ()f this tax is 

proportional. 



7.3.14 Entcrtainr.lent Tax 

Social 
Group 

BCs/BTs 
5Cs/STs 
VokkaliSas 
l\:on-I-~indus 

P-rah:l1ins 
Lin;~ayats 

Other Hindu 
Average 

Effective 
rate 

(x 10000) 

24.41 
36.27 
21.00 
33.93 
43.55 
29.08 

Castes 44.02 
33.18 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

+ l\ot sibllificant even at 10 per cent. 

Elasticity 
coefficient 

The regression analysis shows that the elasticity 

coefficient is greater than unity. Eut statistically it is not 

si6ni ficant even at 10 per cent level. The post-fisc Gini 

coefficient does not change. So we interpret the incidence 

of this tax as proportional. 

But more interesting is the u3snitucV.> of effective 

rates for SOr.1e of the social groups. The VokkaJigas have 

the lowest effective rate. SijTlilarl)~ the Lin;;a)uts also have 

a lo\",er than the average effective rates. .A.s against this, 

the Brahmins (another socially forward COi:1iTlUnity) have the 

largest effective rate. This may be due to their concentration 

in urban areas from where this tax is mainly collected. This 

seems possible because the non-Hindus and t~e Other Hindu 
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Castes who also have a predominantly urban residential pattern 

have larger than the average effective rate. The loq;c effective 

rate for the SCs/STs may be because of the po~uJ3rity of 

films (cinemas) as a relatively inexpensive form of entertainment 

among the socially bacKward groups. 

7.3.15 Luxury Tax 

Social 
Group 

BCs/ETs 
SCs/STs 
\'okkali;as 
Non-Hindus 
Brahmins 
Lingayats 

Effective 
rate 

(x 10000) 

Other Hindu Castes 

0.24 
0.79 
0.41 
0.97 
0.87 
0.39 
0.51 
0.60 Avera(,e 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

+ Not sit;ni ficant even at JO per cent. 

Elasticity 
codficient 

V:e have distributed the burden of this tax 

proportionate to urban household inco;lle. The burden of this 

tax is relotively more on the non-Hindus and the Rr<:lh:nins 

because of their urban residential pattern. The Id.q;e effective 

rate for the SCs/STs uay be due to their presence in urbun 

areas in laq;e nUinbers but with low inCOines. 
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There is no chDnge in the post-fisc Gini coefficient. 

The elasticity coefficient though is t;reater than unity statistic311y 

it is not significant even at 10 per cent level. This inciic<.ltes 

that the relatively greater burden of this tax on high inco.ne 

social groups is not sufficient to Illake it rec'istributive in 

favour of the poor. 

7.3.16 Other Taxes and Duties on COi11modities and Services 

Social 
group 

BCs/BTs 
SCs/STs 
\'okkaligas 
Non-Hindus 
Brahmins 
Lingayats 

Effective 
rate 

(x J 0000) 

Other Hindu Castes 

62.65 
76.36 
52.49 
60.60 
67.67 
56.29 
69.43 
63.64 Average 

Gini coefficient (x 100) 
- Pre-fisc Post-fisc 

21.97 21.99 

*** Signi ficant at 10 per cent. 

Elasticity 
coe f ficient 

*** 0.77 

The various minor heads accounted for under this 

;najor head do not exhibit any uniform pot tern of incidence 

i.e., either pro;ressive or rebressive. r:hile the entert<:linr;]ent 

tax is proportional, betting tax is pro;ressive aile: c0ucotion 

and health cesses are re&ressive. Thus though the change in 

the post-fisc Gini coefficient indicates 1:1ild re;;ressive incidence, 
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the regression analysis shows that the elLlsticity coefficient 

of 0.77 is stntistic311y signi ficant only at 10 per cent level. 

So we r:1ay interpret the overall incidence of the receipts 

undc:r this major head as l.lildly rebressive (nearing proportional 

incidence). 

7.3.17 Other fiscal Services 

Social 
group 

Effective 
rate 

(x 10000) 

BCs/STs 
SCs/STs 
Vokk31i:;as 
r,on-:--iincus 
Brahmins 
Lin;ayats 
Other rincu Castes 
Average 

++ By assu:;1ption. 

-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 
-0.53 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

EI3sticity 
coefficient 

1.00++ 

0:ote Effective rates have negative sitins because of net 
payment under this head. \"\"e have a~vlied the 
106 linear specification ta}:inc; the valu::c:s of the 
dependent variable as positive v<::Iues. 

The expenditure on the pror.lOtion of si;:all savil10s 

in the state is distributed by houscholc.l inco::le in the present 

study since no appropriate distributive series could be Gcveloped 

usin b the sa::lple survey data. Thus by assun;ption the incidence 

of these expenditures is proportional. 
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7.3.18 Overall Incidence of the Tax Account 

Social 
Group 

Effective 
rate 

Gin~ cotj"ficient (x 100) 

(x 10000) 

BCs/~Ts 
SCs/STs 
VokkaJigas 
Non-Hinclus 
BrahlJlins 
, ingayats 
)ther Hindu Castes 

Averabe 

1546.17 
1490.50 
1100.90 
793.65 
633.41 
830.40 
705.16 

1014 • .31 

* Sit,ni ficant at 1 per cent. 

Pre-fisc Post-fisc 

21.97 23.17 

Eklsticity 
coefficient 

* 0.36 

The overall incidence of the tax account across 

the social groups under the standard assui!lptions is regressive. 

There are four points of interest in this rebard. 

Firstly, the three caste brouPS at the botto:n end 

of the incor:1c distribution na:nely, the BCs/RTs, the SCs/STs 

and the Vokkaligas have effective rates larger than the 3verabc 

effective rate. Thus the burden of state taxation is rclc:.tivc!y 

more on these social groups. Due to their low inco:ne !cvels 

on one hand and the high proportion of inCirect taxes (taxes 

on consur.lption) in state govermr.ent tax revenue on the other, 

the SOCially back ward cO:11Idunities are Dare adversely affected 

than the other social groups. 
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Surprisint;ly even the Vokkalit;as 11I)ve an effective 

rate larger than the average effective r<lte. This appears 

to be contrary to the soci81ly and volitically Go::-dnant role 

played by this caste in the state of Karn<ltaka. A plausible 

eXjJI3nation is that there exists a hibh debree of inequ;.liity, 

in teri;1S of income, v:ithin this c8ste group \,'hich is reflected 

in a s:iiall number of households voicing the interests of the 

sroup and cornering the benefits of t,0verni;lent pro~r<:I!.;ines 

\':hile the E1ajority of households in this social [,roup have 

low inCOil1es. 

The second interesting feature of the effective 

rates is that they decline steadily fro;n the '3C/BT household 

{;roup till the Drahl:1ins and show a sudden spurt in the case 

of the Linijayats. This is mainly due to the larhe effective 

rates of sales tax and the state excise duties for the Lin,:;ayats. 

The third interesting feature is the low effective 

rate for the Brahinins. This is due to their low tffective 

rates \':ith respect to sales tnx and state e>.cise duties. In 

other \\'ords the proportion of consui,lption eXiJc:nciiture as v;ell 

as the proportion of expenditure on liquor (intoxicants) in 

household income are relatively low ai1iOn; the Erahi:lins. 
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The fourth point of interest is the !j1a1:,nitude of 

reorcssive incidence of state taxation across social hTOUpS. 

The summary measures of the Gini and elasticity coefficients 

S!lOW that the regressive incidence of state taxation is higher 

across the social groups than across the deciles (see 

Section 7.1.18 for incidence estimates under the stDnoQrd 

assu :;lpt ions.) 

This may be due to two reasons. One is that the 

socially bacbvard groups are also the econo;;1ically weaker 

sections of the society. These households are spread over 

a nUinber of low income deciles under the decile-wise distribution 

of state households. But under social broup-v,ise distribution 

of state households these households are cate.;orized under 

SOine specific social &roups such as the SCs, the STs, the 

Bes, and the BTs. These social groups in turn are found at 

the bottom end of the social group-\\'ise house~'lOld distribution 

\';hen we have arranged the social groups in an ascenciing order 

of household income. So the state bovern,;1ent t[lX2S \','hich 

show regressive incidence across deciles, beco;~1C J:lOre rq,ressive 

across the social i;roups because the socially bock\';ord households 

have very low incomes. l\;oreover their inco;-~es are lHostl)' 

used for consulJlption purposes. Thus with nearly 47 per cent 
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of state tax revenue coming from sQles tax receipts (which 

are dbtributed proportion3te to hous(;hold consuillption 

expenditures) the burden of the tax account is very hiSh on 

the soci311y backward t;roups. 

The second reason is sociolohical. \','e find that 

the elasticity coefficient of state excise duties is 'nc1.,3tive' 

and sisnificant at 1 per cent level v;ith rcslJE:ct to the social 

t;roups. The same is 'positive' and sibnificant at 1 pd cent 

level with respect to the deciles (see section 7.1.18). This 

nebDtive relationship implies th3t the avcr3be expenditure 

on intoxicants declines with t)le increase in the 3verase household 

incor.le across the social groups. This ];13Y be due to the 

sti bll1a c::ttached to such habits aJ:1ont; the socially fOf\'.ard 

groups (see section 7.3.7). \\'ith state excise cuties constitutinb 

nearly 

that 

23 per cent of state tax revclme it is not sur~risin6 

the incidence pattern of t~ese duties is atlcast purtly 

reflected in the overall incicencc of th~ st3te tax account. 
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7.4 Tax Incidence by Social Groups and Altt:rni1tive ASSUl:lptions 

Alternative assumptions have been tried out with 

respect to two tax heads. They are: land revenue and stal!lpS, 

and resistration fees. 

7.4.1 Land Revenue 

Social 
brouP 

Effective 
rate 

(x 10000) 

Res/BTs 
SC~/STs 
VokkaJigas 
;-...Jon-Hindus 
E-rahmins 
Linbayats 
Other Hindu Castes 
Average 

-8.89 
-4.47 
-8.40 
-1.78 
-J.96 
-9.19 
-5.05 
-5.68 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

+ 0:ot sit;nificant even at 10 per cent. 

Elasticity 
coef fj cient 

!\ote: Effective rates have nebative signs because of net 
payment under this head. We have applied the log 
linear speci ficat ion taking the values of the dq:enc'ent 
variable as positive values. 

Under alternative assUl~;ptions land revenue (net 

benefit) has been distributed by household o\'.ners~lip of 

a(7icultural land. The effective rates follow a near 'u' j)3ttern 

as in the case of the standard 8SSUil1ptiollS (see section 7.3.9). 

The Bes/BTs have a larger effective rate than under the 
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standard assumptions because in the low income households 

the actual land revenue paid is lower than the aLricultural 

land owned due to remissions in land revenue t;iven to certain 

types of land owners during 1981 -82. 

Given their residential pattern, the Brahmins and 

the 0:on-Hindus continue to have very low effective rates, 

lower than the average effective rate. Lino8yats because 

of their ownership of large area of a.:;ricultural land in northern 

Karnataka (which is mostly rainfed) have the laq;est effective 

rate. VokkaJitias, being a landed aGricultural class, also have 

a larger than the average effective rate. 

The summary measures do not indicate any 

redistribution through these net benefits. ';',·hile the elasticity 

coefficient of 0.41 i~tatisticallY not significant even at 10 

per cent level, there is no chant,;e in the post-fisc Gini coefficient. 

The difference in the incidence pCltterns of these 

benefits between standard and alternative assu:liptions shoy:~ 

that to make the incidence of this tax prosressive, not only 
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the cost of collecting it should be reduced the land revenue 

rates should also be made more prol:,ressive. 

7.4.2 Stamps and Re[;istration Fees 

Social 
group 

BCs/BTs 
SCs/STs 
Vokkaligas 
i\:on-Hindus 
13rahlnins 
Linsayats 

Effective 
rate 

(x 10000) 

Other Hindu Castes 
Average 

47.10 
47.10 
47.10 
47.10 
47.10 
47.10 
47.10 
47.10 

++ By assumption. 

These fees 

Gini coefficient (x 11)0) El3St icity 
-Pre-f~Post-fisc- coefficient 

21.97 21.97 1.00++ 

have proportional incicence since 

we have distributed them by household incoiile under alternative 

assui11ptions for reasons explained earlier (see Section 7.2.2). 
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7.4.3 Cverall Incidence of the Tax Account 

Social 
Group 

Effective 
rate Gini coeJficient (x 100) 

(x 10000) 

BCs/BTs 
SCs/STs 
\'okkolibas 
~~on-Hindus 

Brahmins 
Linb8yats 
Other Hindu Castes 
Average 

1493.39 
1472.52 
1055.45 
811.17 
641.28 
851.04 
704.90 

1004.25 

* Significant at 1 per cent. 

Pre-fisc Post-fisc 

21.97 23.08 

Elasticity 
coefficient 

* 0.38 

The overall incic.ence of the tax account across 

social groups is regressive even under the alternative assu::1j)tions. 

But the regressiveness of state taxation is mari)nally lo\",er 

under the alternative assumptions vis-a-vis under the standard 

assu:-.lptions. This is evident from the changes in both the 

Gini and the elasticity coefficients. \-\"hile under the standard 

assurllptions the post-fisc Gini coefficient has declined by 5.4G 

per cent, the S3li1e under the alternative aSSUijlptions is 5.05 

per cent only. Silililarly, the elastiCity coefficient of 0.36 

under the standard assumptions has increased to 0.38 LncJer 

the alternative 3SSUi:lptions. 

This marginal decrease in rebressiveness (siilce we 

are testing for elasticity coefficient being equal to unity) 
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is mainly because of the clJange in the distributive series used 

with respect to receipts from stal,lps and rc 6 istration fees. 

Under the standard assUi,lptions the incidence of these receipts 

is regressive. Under the altern2tive assur.l~tions their incidence 

beco~,les proportional (by assumption) since we distribute ther.l 

proportionate to household income. 

Incidence of land revenue does not shoy: any great 

variation between the standard and the alternative assui11ptions. 

$0 we can attribute the decline in re&ressive incidence under 

the alternative assUiilptions to the change in the incidence 

pattern of stafilps and registration fees. 

In the next chapter we \viII discuss the incidence 

of nearly fifty state government expenditure heads of account. 

Incidence of each head of account will be analysed by both 

decile and social group-wise distributions of households. 



CHAPTER VIII 

Et\IPIRICAL ANALYSIS Of EXPENDITURE INCIDENCE 

In this chapter we analyse incidence of t~e state 

government expenditures in terms of effective rates, elasticity 

coefficients and comparison of pre and post-fisc income 

distributions through Gini coefficients. Regressive incidence 

i.e., higher income groups having smaller effective rates is 

. onsidered to be pro-poor. In the regression analysis, we have 

used a log linear specification regressing mean (average) benefits 

on mean (average) incomes (see Chapter VI, 6.8). The value 

of the elasticity coefficient of less than unity is interpreted 

as regressive (or pro-poor) incidence. In the comparisons between 

pre and post-fisc Gini coefficients, if the ratio of post-fisc 

to pre-fisc Gini coefficient is less than unity, the corresponding 

expenditure head is taken to be redistributive in favour of the 

poorer sections of the society. for reasons explained in 

Chapter VI we have used the patterns of effective rates as our 

primary tool of analysis. The Gini and elasticity coefficients 

provide useful additional information for the purpose of reaching 

reliable conclusions. 
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The state government expenditure have been classified 

into five major groups namely, general services; administrative 

services; social and community services: economic services 

and other receipts and expenditures in the manner explained 

in Chapter VI. As in the case of incidence of various tax 

heads, we have analysed expenditure incidence by each head 

of account individually as well as by major groups of services. 

In this chapter we have presented expenditure incidence firstly 

by deciles and secondly by social groups with sub-sections 

for standard and alternative assumptions. The social groups 

have been arranged in an ascending order of household annual 

incomes. Thus we find the Backward Caste (BC) / Backward 

Tribe (BT) households at the bottom end of the income distribution 

followed in an ascending order of total household income by 

the Scheduled Caste (SC) I Scheduled Tribe (ST), the Vokkaliga, 

the non-Hindu, the Brahmin, the Lingayat and the Other Hindu 

Caste households. 
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8.1 Expenditure Incidence by Deciles end Standard Assumptions 

8.1.1 CeIl_erat Services 

(i) State Legislature 

-Dec-i-te---E-:f-=-~:~i V~jnj c~f(icit:Dt~~ ~ 
(x 1 (1(':-)0) Pre-fisc Post-fiSC 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

19.45 
10.06 
7.17 
5.12 
4.09 
3.31 
3.08 
3.03 
2.49 
1.42 
5,92 52.86 50.20 

+ Significant et 1 per cent level. 

(ii) Governor 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

2.48 
1.29 
0.92-
0.66 
0.52 
0.42 
0.40 
Q.39 
0.32 
0.18 
0.76 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 50.20 

+ Significant at I per cent level. 

Elasticity 
coefficient 

0.38 + 

Elasticity 
coefficient 
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• 
(iii) Council of I\iinisters 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 8.85 
II 4.58 
IlJ 3.26 
IV 2.32 
V 1.86 
VI 1.51 
VII 1.40 
VIII 1.38 
IX 1.13 
X 0.64 
Average 2.69 52.86 50.20 

+ Sibni ficant at 1 per cent level. 

(iv) Administration of Justice 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 91.77 
II 47.48 
III 33.84 
IV 24.15 
V 19.27 
VI 15.62 
VII 14.53 
VIII 14.30 
IX 11. 74 
X 6.64 
Average 27.93 52.86 50.20 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 

0.38+ 
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Expenditures under four out of the six major 

heads of general services namely, State Legislature: Governor; 

Council of Ministers and Administration of Justice have been 

allocated to state households using the distributive series of 

household use of administrative, social and community and 

economic services. The logic behind the use of this distributive 

series is that the expenditures on general services referred 

to above. are in the nature of providing basic service$ essential 

for the smooth functioning of the society and the best utilization 

or administrative. social and community and economic services 

provided by the state government. 

With the incidence pattern of administrative, 

social and community and economic services being pro-poor, 

benefits from these four genera) services also show a pro

poor pattern of Incidence. 

(v) Elections 

In the case of expenditures under the major 

bead Elections. we have used the distributive series of number 

of individuals in the household who are above the age of 21· 

years. Given the relative), large size of households in the 
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low illcome groups J benefits from those expenditures are also 
on the incidence of this expenditure hC3d 

in their favour. The relevant information I has been given in 

the following table. 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
Vln 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

4.13 
2. 71 
2.15 
1.60 
1.39 
1.01 
0.77 
0.68 
0.54 
0.20 
1.52 

Gini coefficient (x 100) 
--Pre-fisc--Post-fisc 

52.86 -49.99 

+ Significant at 1 per cent leveL 

(vi) Secretariat-General Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective Gini coefficient (x 100) 
rate -Pre-fisc Post-fisc 

(x 10000) -

30.59 
15.83 
11.28 
8.06 
6.43 
5.21 
4.85 
4. 78 
3.92 
2.21 
9.32 52.86 50.11 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 

0.26+ 
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The sixth head of account under the general 

services in the Secretariat-General Services. Expenditures 

under this head have been distributed to the households by 

their use of the other general services. Thus the benefits 

of these expenditures are regr~ssive. 

(vii) Overall Incidence of General Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

lx 10000) 

157.27 
81.95 
58.62 
41.91 
33.56 
27.08 
25.03 
24.56 
20.14 
11.29 
48.14 

Ginl coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 SO.Il 

+ signi ficant at 1 per cent leveL 

Elasticity 
Coefficient 

The overall incidence of general services is 

pro-poor. This follows from the incidence pattern of 

administrative, social and community and economic 5ervices 

as well as the regressive benefit flow of expenditures under 

the major head Elections. We find that the bottom three 

deciles of the income distribution have larger effective rates 
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than the average effective rate. This· indicates a relatively 

greater flow of benefit to the households 1D th~ decile. 

than to the other households, on the average. The elasticity 

coefficient of 0.26 which Is statistically significant at 1 per 

cent level supports our regressive incil1ence result derived 

through the pattern of effective rates. 

8.1.2 Administrative Services 

(i) District Administration 

Decile 
Effective 

rate Gint coefficient (x !OOl 

1 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

(x 100(0) 

91.18 
46.39 
32.97 
23.48 
18.66 
15.26 
14.27 
14.16 
11.65 
6.67 

27.47 

Pre-fisc Post-fisc 

52.86 50.14 

+ Significant at 1 per cent level. 

EIMticity 
coefficient 
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(ii) Treasury and Accounts Administration 

Decile 

I 
II 
111 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

33. 19 
16.89 
11.99 
8.54 
6.79 
5.56 
5.19 
5.16 
4.24 
2.42 
9.99 

Gini coefficient (x 100) 
Pre-fisc----post-fisc-

52.86 So.w 

Elasticity 
Coefficient 

.J~-------------------------------------------------
+ Significant at 1 per cent leveL 

(iii) Supplies and Disposals 

Effective Gini coefficient (x 100) Elasticity Decile rate 
(x 10000) 

Pr.e-fisc Post-fisc coefficient 

I 0.90 
iI 0.47 
111 0.34 
IV 0.24 
V 0.19 
VI 0.16 
VII 0.14 
Vlll 0.14 
IX 0.11 
X 0.07 
Average 0.28 52.86 50.14 0.31+ 

+ Significant at 1 per cent leveL 
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(iy) Stationery and Printing 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

46.04 
23.82 
16.99 
12.12 
9.67 
7.84 
7.28 
7.18 
5.89 
3.33 

14.02 

Clni c~fficient (x 100) 
Pre-fisc Post-fise-

52.86 56.14 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Some of the heads of account under this category 

of services are purely administrative in nature. They are: 

Dbtrict Administration, Treasury and Accounu Administration, 

Supplies and Disposals and Stationery and Printing. Expenditur .. 

under these bea& ai. expected to increase the efficiency 

af ltate govornment administration in general which in turn 

is responsible for the effective provision of other socially 

and economically beneficial services. The incidence pattern 

of expenditures under these beads of account is similar and 

pro-poor since the incidence of the other administrative, social 

and community and economic services on the whole is regressive. 

It should be noted that the household use of the other 
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administrative, social and community and economic services 

u the distributive series. The locidence pattern of expenditures 

under these rnJljor heads is regressive. 

administrative 
The incidence of expenditures under other / heads 

of ilccount has been discussed below: 

(v) Public Service Commission 

Decile 
Effective 

rate Gini ~fficien.L.~.OO) 
(x ) 0000) Pre-fisc Post-fisc 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 

* By assumption. 

52.86 52.86 

Elasticity 
coefficient 

* 1.00 

The Karnataka Public Service Com mission is 

an organisation that recruits the state government employees 

for the state government service. Since we have assumed 

that higher the household income, greater would be the scope 

for the househo~ members to receive higher education and 
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apply for ,tate government jobs through the Karn&taka Public 

Sen-ice Commission, we have diitributed these expenditures 

by household income.. Thus the incidence of this item of 

expenditure is proportional. 

(vi) Police 

Effective 
Gini coc:fficient (x _100) Elasticity Decile rate 

(x 10000) Pre-fisc Post-fisc coefficient 

I 428.80 
II 311.59 
III 227.05 
IV 172.94 
V 141.68 
VI 99.43 
VII 79.06 
VIII 69.38 
lX 52.39 
X 17.43 
Average 159.97 ~2.86 49.98 0.12+ 

+ Significant at 1 per -cent leveL 

;"iaintenance of law and order l$ usually considered 

,0 be a pure public g~od ill the theory of Public Finance. 

benefits of these goods are assumed to accrue to all individuals 

equally in any society. The size of the household in the low 

income groups being larger than in the higher income groups, 

the benefit flow Wlder this head of account is pro-poor. This 

pro-poor incidence is the highest (along with incidence under 
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jails) among the administrative services as judged by the decline 

in the Post-fisc Gini coefficient and also by the value of the 

elasticity coefficient. 

(vii) Jails 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective Gini coefficient (x 100) 
(x rf~~oo) -Pre-fisc Post-fisc-

19.65 
14.27 
10.40 
7.93 
6.49 
4.56 
3.62 

3.18 
2.40 
0.80 

7.33 52.86 49.98 

+ Signi ficant at I per cent level. 

Elasticity 
coefficient 

Following the same logic as in the case of 

distributing the expenditure under Police, ex;)cnditure on the 

maintenance of jails in the state has been allocated to state 

households on per capita basis under the standard assumptions. 

Since the size and income of the households are inversely related 

(in our household sample), expenditure under this major head 

isredistributive in favour of the poor. 
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(viii) Public Works 

Effective 
Gini coefficient Ix 100) 

Decile rate Elasticity 

(x 10000) -Pre-=ri-sc Post-fisc coef ficient 

I 137.87 
II 71.31 
III 50.81 
IV 36.30 
V 28.96 
VI 23.46 
VII 21.83 
VIII 21.50 
IX 17.65 
X 9.98 
Average 41.97 52.85 50.14 0.31 + 

+ Significant at 1 per cent level. 

The expenditure under this major head is incurred 

mainly towards the construction and maintenance of government 

office buildings. Since such infrastructure is utilized by 

the state government officials in supplying the various 

administrative, social and community and economic services 

to the households, we have distributed these exvenditures by 

the household use of other administrative, social and community 

and economic services. With these services themselves being 

redistributive in favour of the low income household-5 the 

expenditure on Public Works is also regressive. 
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(ix) fire Protection and Control 

-----------------------------------------------------------------------------

Decile 
Effective 

rate 
(x 10000) 

Gi_ni coe fficiem (x 100) 
Pre-fisc Post-fisc 

Elasticity 
coefficient 

-----------------------------------------------------------------------------

I 1.70 
II 1.23 
111 1.34 
IV 3.29 
V 1.44 
VI 2.10 
VII 2.06 
VIII 2.39 
IX 2.06 
X 1.01 

Average 1.86 52.86 52.86 0.73+++ 4-

+++~ Not signi ficant even at 10 per cent level. 

These services are meant for safe-guarding 

life and property of households from fire accidents, mainly 

in urban areas. Distributed by household ownership of urban 

property, incidence of these expenditures is nearly proportional. 

The effective rates are fairly stable across the deciles. This 

is indicative of the fact that the rate of increase in the number 

of urban properties owned is fairly the same as the increase 

in household incomes. We found that while residential 

properties, in absolute numbers, are fairly equally distributed 

across the households, the ownership of commercial properties 

like shops, hotels, etc., is skewed towards the high income 
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households. The regressive incidence introduced Into our 

estimates by taking into account the ownership of residential 

properties has been made up by the progressiveness of ownership 

of commercial properties. But it should be noted that we 

do not make any adjustments for the value of each property 

owned. If we distribute these expenditures by the imputed 

values of residential and commercial properties then we may 

arrive at a progressive incidence pattern. 

(x) Other Administrative Services 

Decile 
Effective 

rate 
Gini coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

I 12.40 
II 7.89 
1II 5.74 
IV 4.23 
V 3.49 
VI 2.59 
VII 2.28 
VIII 2.05 
IX 1.63 
X 0.78 
Average 4.31 52.86 50.01 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

0.22+ 

The incidence of these miscellaneous expenditures 

Is regressive since we have distributed them by the household 

use of the other administrative services which in turn have 

pro-poor incidence. 
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(xi) Overall Incidence of Administrative Services 

Effective Gin! coefficient (x 100) 
Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 771.99 
II 494.12 
III 357.89 
IV 269.32 
V 217.63 
VI 161.22 
VII 135.99 
VIII 125.40 
IX 98.28 
X 42.75 + 
Average 267.46 52.86 50.01 0.22 

+ Signi ficant at 1 per cent level. 

The incidence of administrative sen·ices in general 

is regressive even though the variations in it across the 

individual major heads of account is evident. Expenditures 

on some ~dministrative services are incurred in order to maintain 

the administrative set - up of the state government. Thus the 

expenditures on these services have been distributed by the 

household use of other administrative, social and community 

and economic services. The incidence of these groups of services 

is regressive in turn. But expenditures on some of the 

administrative services have been distributed using specific 

distributive series. for example, expenditures under Police 

and Jails have been distributed on per capita basis. Except 
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in the case of Fire Protection and Control, expenditures under 

all other administrative services as a whole exhibit a regressive 

incidence pattern. 

8.1.3 Social and Community Services 

On the basis of effective rate patterns these 

services have been grouped into regressive and non-regressive 

services. The non-regressive ness has been interpreted in terms 

of either proportional incidence or no definite pattern of 

incidence. Effective rate patterns of the following social 

and community services show regressive incidence. They are: 

Secretariat-Social and Community Services; Education; 

Scientific Services and Research; Medical; Family Welfare; 

Public Health, Sanitation and Water Supply; Housing; Information 

and Publicity; Labour and Employment; Social Security 

and Welfare and Relief on Account of Natural Calamities. 

(i) Secretariat - Social and Community Services 

The regressive incidence of expenditures under 

this head is because we have distributed them by household 

use of all the other social and community services as a whole 

which in turn have a pro-poor effective rate pattern. 
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Information on the incidence of this expenditure 

head has been given in the following table. 

Effective 
Gini coefficient (x 100) Elasticity 

Decile rate 
(x 10000) 

Pre-fisc--post-fisc coefficient 

I 14.74 
II 9.05 
III 5.84 
IV 4.32 
V 2.74 
VI 2.17 
VII 2.20 
Vlll 1.72 
IX 1.24 
X 0.44 

0.08+ Average 4.45 52.86 49.96 

+ Signi ficant at 1 per cent level. 

(ii) Education 

Effective Gini coefficient (x 100) Elasticity 
Decile rate Pre-fisc Post-fisc coefficient 

(x 10000) 

I 1458.36 
II 1211.43 
III 745.76 
IV 642.68 
V 518.90 
VI 496.03 
VII 360.08 
VIII 445.76 
IX 325.99 
X 115.48 

0.34+ Average 632.04 52.86 51.83 

+ Signi ficant at 1 per cent level. 
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The pro-poor nature of the incidence of educational 

expenditures is mainly due to the predominant role primary 

education has in the state's education structure. Approximately 

55 per cent of the expenditure under £ ducat ion is spent on 

primary education. We find that in terms of absolute amounts 

the richer sections of the society do benefit from this part 

of expenditure mo,e than the lower income households. But 

the difference in the benefits accruing to high and low income 

groups from this part of expenditure is smaller compared to 

the difference in benefits from the other levels of education. 

Expenditures on secondary education are fairly equally distributed 

across the middle income level deci]es, from the IV to the 

VII deciles. The use of pre-university (PUC) and higher education 

(above PUC) facilities is definitely skewed in favour of the 

high income households. But the proportions of the benefits 

from all levels of education to the respective decile incomes 

(i.e., the effective rates) show a clear declining pattern because 

of the underlying highly unequal initial income distribution. 

The fact that only in the case of primary 

education the lower income groups enjoy fairly large benefits 

relative to their incomes vis-a-vis the rich households suggests 

that the state government education policies are effective 

only in promoting literacy and that the education structure 
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on the whole may not be contributing much to the income 

earning capacity of the low income households (through spreading 

the benefits of higher education to them). Possibly the subsidised 

education offered to the low income groups through scholarships 

to pursue higher levels of education is not yet making much 

head way given the enormity of the problem. It should be 

noted here that the magnitude of decline in income inequality 

in the post-fisc situation is the highest in the case of head 

of account Education among the various social and com munity 

services. 

(iii) Scienti fic Services and Research 

Effective Gini coefficient (x 100) Elasticity Decile rate 
Pre-fisc Post-fisc coefficient (x 10000) 

I 0.50 
II 0.25 
III 0.17 
IV 0.14 
V 0.09 
VI 0.08 
VII 0.06 
VIII 0.06 
IX 0.05 
X 0.02 

0.08+ Average 0.14 52.86 49.96 

+ Significant at 1 per cent level. 
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These expenditures are grants to scientific 

societies and institutes. Their incidence is regressive because 

we have distributed these expenditures by the household use 

of other social and community services. 

(iv) Medical 

Effective Gini coefficient (x 100) Elasticity Decile rate 
(x 10000) Pre-fisc Post-fisc coefficient 

I 894.62 
II 473.82 
III 331.90 
IV 217.03 
V 178.66 
VI 104.73 
VII 62.74 
VIII 70.69 
IX 48.32 
X 15.86 
Average 239.84 52.86 52.38 -0.11+ 

+ Signi ficant at 1 per cent level. 

The declining pattern of effective rates of 

expenditures under this head of account is mainly a result 

of the pro-poor flow of benefits from medical relief. The 

expenditures on medical education are pro-rich. The reason 

for these two types of benefit flows are obvious. Since the 

low income groups canpot afford the relatively expensive private 

medical care, they have to depend on government medical 
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and thus 

With regard 

is generally 
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to medical education it is expensive 

available only to the higher income 

sections though there are instances where due to some special 

provisions the low income groups are also able to get admissions 

in government aided medical colleges. Since we could not 

collect the necessary data on household participation in medical 

education we have used the participation in degree (or graduate) 

and professional education levels as the proxy. 

With more than 85 per cent of medical 

expenditures being incurred for providing medical relief, which 

is definitely pro-poor, we find that medical expenditures on 

the whole show regressive incidence. It should be noted that 

the poor people use government medical facilities more due 

to their free availability rather than for their quality. The 

sample survey revealed that this is especially true in rural 

areas where private medical services are not easily available. 

The opinions expressed by the households clearly indicate that 

if they can afford and the facilities are available, there will 

be great demand for private medical practitioners than for 

government hospitals. 
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(v) family Welfare 

Effective 
Gini coefficient (x 100) 

Decile rate Elasticity 
(x 10000) Pre-fisc Post-fisc coefficient 

I 189.03 
II 105.44 
111 76.58 
IV 47.99 
V 41.22 
VI 20.84 
VII 12.78 
VIII 11.50 
IX 7.05 
X 2.29 
Average 51.47 52.86 52.75 -0.22+ 

+ Signi ficant at 1 per cent level. 

Given that the family welfare programmes are 

conducted through government hospitals we have assumed that 

the beneficiaries of these expenditures will be similar to those 

who use government medical facilities. This assumption results 

in regressive incidence of these expenditures. This may be 

explained in the following manner. The high income households 

who generally seek private medical help may make use of 

the same type of facilities when they want to undergo family 

planning operations. The relatively large pro-poor benefit 

flow is reflected in a 0.21 per cent decline in the post-fisc 

Gini coefficient. A negative ealsticity coefficient shows that 

the average benefits in absolute terms in fact decline from 

the low to the high income deciles. 
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(vi) Public Health, Sanitation and Water Supply 

Effective Gini coefficient (x 100) 
Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

1 803.56 
II 461.07 
III 208.38 
IV 168.68 
V 129.53 
VI 87.85 
VII 51.81 
VIII 45.22 
IX 28.77 
X 9.89 
Average 199.47 52.86 52.46 -0.23+ 

+ Significant at 1 per cent level. 

The regressive incidence of expenditures under 

this major head is mainly due to the flow of benefits from 

rural water supply schemes. publiC health expenditures meant 

for prevention of diseases have been assumed to benefit all 

the state population equally. The sanitation expenditures are 

very small in magnitude, incurred mainly on pay and allowances 

of specific health staff in urban local bodies. These expenditures 

have been allocated to urban households who are enjoying 

closed drainage and regular garbage clearance facilities. The 

rural water supply schemes are meant to provide safe drinking 

water to the rural households. These expenditures have been 

allocated to rural households by their use of piped or borewell 
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water. Expenditures on piped water programmes Is negligible. 

Our sample survey shows that it is the low income households 

that quite often draw water from the borewells in the village. 

Since the expenditures on rural water supply schemes constitute 

about one half of the total expenditure under this major head, 

the regressiveness of expenditures on this program me is reflected 

in the total benefit flow under this major head. 

(vii) Housing 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

196.12 
107.85 
85.35 
56.43 
4.83 
8.11 
5.54 

10.52 
11.82 

1.79 
48.83 

Gini coefficient (x 100) 
Pre-r"isc Post-fisc 

52.86 52.76 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

The pro-poor nature of expenditures on Housing 

is mainly due to the allocation of a part of the expenditure 

under this major head to the urban· poor. These expenditures 

are incurred to construct houses for the poor people in urban 
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areas. We have distributed these expenditures to households 

with less than Rs.5000 annual incomes. This method has greatly 

influenced the overall distribution of expenditures under Housing 

since 'housing for the urban poor' constitutes more than 

50 per cent of the total expenditure under this major head. 

We have used the intended beneficiary approach since we were 

unable to identify the actual benefiCiaries of this scheme through 

our sample survey. 

Apart from the minor head 'housing for the 

urban poor' the other two minor categories of expenditures 

are on 'government residential buildings' and on 'slum clearance'. 

Both these groups of expenditures are pro-rich. It should 

be noted that we are referring to removal of slums which 

is beneficial to the households in the surrounding areas 

(neighbourhood) and not to the slum dwellers themselves. 

Thus the expenditures on slum clearance have been distributed 

on per capita basis to urban households above the income 

level of Rs.5000 per year. Expenditures on government residential 

buildings have been allocated to civil servant households. 

A net receipt of Rs.2 crores from various housing loans given 

by the state government has also been accounted for under 

this major head. Since we have distributed these receipts 

by household Income they do not have any redistributive effect. 
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. To sum up, the incidence of Housing expenditures 

is pro-poor mainly due to the nature of housing provided for 

the urban poor. The magnitude of redistribution in comparison 

with that through other social and community services is also 

large. The post-fisc Gini coefficient declines by 0.19 per 

cent. The statistically significant elasticity coefficient of 

(-) 0.30 indicat~ the high regressive incidence of these 

expenditures. 

(viii) Information and Publicity 

Effective Gini coefficient (x 1 00) Elasticity 
Decile rate 

(x 10000) Pre-fisc Post-fisc coefficient 

I 20.26 
II 10.54 
III 8.41 
IV 8.12 
V 6.30 
VI 4.96 
VII 4.14 
VIII 4.22 
IX 3.21 
X 1.36 

0.32+ Average 7.15 52.86 52.85 

+ Significant at 1 per cent level. 

Expenditures under the major head Information 

and Publicity which have been distributed to households by 

a composite index of publid awareness have definite redistributive 
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potential. These expenditures by increasing the knowledge 

of the people about the working of the government help them 

in interacting with it in an increasingly meaningful manner. 

According to our survey these expenditures are pro low income 

households mainly because of the household participation in 

primary education. It is believed that literacy is an important 

factor which would enhance people's social awareness. Newspaper 

readership which has been taken as another factor that indicates 

the increase in public awareness is in favour of the high income 

households. 

But given the inequality in the initial income 

distribution, the relative benefits (relative to household incomes) 

are large to the low income households. Though these 

expenditures are pro-poor their role in changing the initial 

income distribution is limited as reflected in the change in 

the pre and post-fisc Gini coefficients. The regressive incidence 

of these expenditures has also been shown by an elasticity 

coefficient of 0.32 which is statistically significant at 1 per 

cent level. 
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(ix) Labour and Employment 

Effective Gini coefficient (x 100) Elasticity Decile rate 
(x 10000) Pre-fisc Post-fisc coefficient 

I 135.92 
II 64.66 
1lI 45.05 
IV 39.78 
V 10.47 
VI 9.10 
VII ]0.26 
VIII 18.76 
IX 14.51 
X 7.26 
Average 35.58 52.86 52.80 0.21+ 

+ Signi ficant at 1 per cent level. 

This major head has four minor heads of account 

namely, 'relief to bonded labourers', 'employment exchanges', 

'vocational training' and 'other labour welfare program mes'. 

The incidence of expenditures on 'relief to bonded labourers' 

is most favourable to the households in the bottom four deciles. 

Expenditures on 'vocational training' also reduce the post-fisc 

inequality though the absolute amount of benefit going to 

the low income households is smaller compared to that to 

the high income households. We also find that vocational 

training benefits the bottom most decile more than the next 

four deci les. 
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The other two minor heads under this account 

'expenditures on employment exchanges' and 'labour welfare' 

have pro-rich biases. The employment exchanges are mostly 

utilised by the urban households whose income levels, on the 

average, are higher than those of the rural households. Thus 

these expenditures constituting about 5 per cent of the total 

expenditure under this major head are beneficial mostly to 

the top three deciJes. Expenditures on 'labour welfare' 

distributed to households employed in the industrial sector 

(or factories) benefit, in absolute amounts, households in all 

the deciles fairly equally. 

The mixed pattern of benefits from the four 

minor heads is reflected in the effective rate pattern under 

the major head. The effective rates decline steadily from 

the first to the sixth decile and increase for the next two 

deciles. The effective rate for the ninth decile is also larger 

than those for the fifth, the sixth and the seventh deciles. 

But with nearly 90 per cent of the expenditure under this 

major head being incurred on 'relief to bonded labourers' and 

on 'vocational training' the total benefits are regressive as 

shown by a 0.11 per cent decline in the post-fisc Gini coefficient. 

The elasticity coefficient of 0.21 is statistically significant 

at 1 per cent level. 
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(x) Social Security and Welfare 

Effective Gini coefficient (x 100) Elasticity 
Decile rate -Pre-fisc Post-fisc coefficient (x 10000) 

I 1591.03 
II 777.70 
III 593.89 
IV 381.17 
V 112.35 
VI 70.54 
VII 44.13 
VIII 33.98 
IX 26.45 
X 22.83 
Average 365.41 52.86 52.11 -0.38+ 

+ Significant at 1 per cent level. 

This major head has a number of minor heads 

such as 'civil supplies', 'relief to displaced persons'. 'welfare 

of Scheduled Castes, Scheduled Tribes and other backward 

classes', 'social welfare (old age pensions)' and 'other social 

security welfare programmes'. 

A small magnitude of expenditure on 'civil supplies' 

has been accounted for under this major head. Distributed 

by household use of subsidised commodities (ration goods) we 

find that the benefits from them for the low income households 

are relatively larger than those for the high income households. 

This is more due to the unequal initial household income 
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d.u.D.liJ 
distribution than Lthe pro-poor absolute benefit distribution. 

Expenditures on rehabilitation of displaced persons (tibetan 

refugees) in settlement camps are assumed to benefit the 

poor households defined here as those with less than Rs.4000 

annual income. 

Among the other minor heads, benefits from 

schemes for Scheduled Castet Scheduled Tribe and other backward 

class households are pro-poor since these social groups generally 

have low incomes. The expenditure on this minor head 

constitut~ nearly 50 per cent of the total expenditure under 

this major head. 

One of the minor heads records the expenditure 

on old age and freedom fighter pensions. The benefits of 

these pensions are pro-poor. Our household survey shows that 

the old age pension to each household is not very large, generally 

below Rs.I00 per month. But given that the households which 

receive these pensions have very low incomes in the absence 

of these pensions, the redistributive role of these pensions 

is important. These expenditures constitute nearly 33 per 

cent of the total expenditure under this major head. Thus 

the two minor heads of expenditures of welfare of Scheduled 

Castes, Scheduled Tribes and other backward classes and pension 
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schemes have a large share in the expenditures under this 

. major head. With the expenditures under these minor heads 

being pro-poor the overall incidence of the expenditures under 

the major head is also pro-poor. 

Incidence of expenditures under the minor head 

'other social security and weI fare programmes' is proportional 

by assumption. This minor head includes various schemes 

such as education and welfare of the handicapped, welfare 

of the poor and the destitutes, subsidy to discharged prisoners 

for rehabilitation, contributions to beggar relief fund etc. 

Since the data on actual beneficiaries under these schemes 

are not available,) we have distributed these expenditures by 

household income to avoid any distributional bias in our 

estimates. 

The expenditures under the major head Social 

Security and Welfare are highly beneficial to the low income 

households. The effective rate of 16 per cent to the bot tom 

most decile is the largest compared to the effective rates 

under (he other social and community services. The decrease 

in the post-fisc Gini coefficient is to the tune of 1.42 per 

cent over the pre-fisc Gini coefficient. This is the only social 

and community service with the exception of Education which 
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shows a decline in the post-fisc Gini coefficient of more than 

1 per cent. The elasticity coefficient is negative which Indicates 

that the absolute average benefits decline from the low to 

the high income deciles. 

(xi) Relief on Account of Natural Calamities 

Effective Gini coefficient (x 100) Elasticity Decile rate 
(x 10000) Pre-fisc Post-fisc coefficient 

I 154..43 
II 96.51 
III 60.41 
IV 32.74 
V 21.49 
VI 10.18 
VII 6.32 
VIII 2.37 
IX 1.66 
X 0.35 
Average 38.65 52.86 52.77 -0.81+ 

+ Signi ficant at 1 per cent level. 

These expenditures are incurred to provide relief 

to households affected by floods and drought. We have assumed 

that the incomes of agricultural labourers, marginal farmers 

and small farmers are most susceptible for these calamities. 

So we have distributed these expenditures proportionate to 

the number of such households across the deciles. With these 

households in general having relatively low incomes, benefits 

under this major head are regressive. 
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Some of the social and community services 

show near proportional incidence and some others no definite 

incidence pattern at all. These major heads are: Art and 

Culture, Urban Development and Other Social and Community 

Services. 

(xii) Art and Culture 

Effective Gini coefficient (x 100) Elasticity 
Decile rate 

(x 10000) Pre-fisc Post-fisc coefficient 

I 12.45 
II 3.08 
III 1.67 
IV 4.97 
V 2.41 
VI 3.73 
VII 4.30 
VIII 6.28 
IX 6.01 
X 3.36 
Average 4.83 52.86 52.86 0.94++++ 

++++ Not signi ficant even at 10 per cent level. 

With the exception of the effective rate for 

the first decile, the effective rates of expenditures on Art 

and Culture all cluster around the average effective rate. 
is 

A large effective rate for the first decile /due to high absolute 

benefit accruing to it from the Art and Culture expenditures 

other than those on public libraries when such expenditures 

have been distributed to households with at least one member 
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who has received education above the high school level I.e., 

pre-university and higher levels. The result is surprising 

because generally we do not expect the low income households 

to have high levels of education though in this case we have 

used high school level as the cut off point. This may be 

a reflection of the subsidised education benefits flowing to 

the low income groups. 

The incidence of expenditure on public libraries 

is nearly proportional because 

directly related to household 

of effective rates shows that 

the use of public libraries is 

income. The overall pattern 

the expenditures on Art and 

Culture do not help in reducing the inequalities in the initial 

income distribution. This is also reflected in the elasticity 

coefficient being statistically not different from unity. 

(xiii) Urban Development 

The major head Urban Development records 

not only certain direct expenditures by the state government 

in developing urban areas but also the grants-in-aid given to 

the urban local bodies for improving the supply of urban civiC 

amenities. Assuming that all these expenditures ultim"ately 

and collectively achieve the goal of supplying better civiC 



356 

amenities which in turn are available to II urban population 

equally, these benefits have been distributel to urban population 

on per capita basis. The resultant effective rate pattern does 

not clearly indicate the nature of incidence of these benefits. 

This is probably because we are superimposing the distribution 

of the size of urban households on the total state household 

income distribution. The regression analysis shows that the 

incidence of expenditures under Urban Development is nearly 

proportional. It may be noted that the incidence of expenditures 

under the major head Police is regressive when we have used 

the per capita distributive series across all the households 

of the state, rural and urban together. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective Gini coefficient (x 100) Elasticity Decile rate Pre-fisc Post-fisc coef ficient 
(x 10000) 

I 18.50 
II 4.42 
III 5.10 
IV 16.06 
V 8.50 
VI 10.63 
VII 8.10 
VlII 14.30 
IX 11.36 
X 5.40 

0.92++++ Average 10.24 52.86 52.85 

++++ Not signi ficant even at 10 per cent level. 
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(xiv) Other Social and Com J!1uni ty Services 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 8.39 
II 2.00 
III 2.31 
IV 7.29 
V 3.86 
VI 4.82 
VII 3.67 
VIII 6.49 
IX 5.15 
X 2.45 
Average 4.64 52.86 52.85 

++++ Not signi ficant even at 10 per cent level. 

Elasticity 
coefficient 

Expenditures on public gardens and zoological 

parks recorded under this lilajor head have been distributed 

on per capita basis to urban pO;:JUlation and thus have the same 

redistributi ve pattern as the expenditures under Urban 

Development. 

(xv) Overall Incidence of Social and CO!i1munity Services 

Thus the overall ref;ressive pro-poor) 

incidence of the expenditures on social and com;11unity services 

strensthens our argument that it is the pu~lic expenditure 

that is mclll! effective in bringing about a more ec;ual distribution 

of incomes, especially through the provision of certain basic 
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needs. The decline in the post-fisc Gini coefficient by 5.40 

per cent is the highest among different types of services provided 

by the state government. In general, the social and community 

services are intended for the benefit of low income and socially 

backward households. So we can expect the benefits of these 

expenditures to be regressive. Our analysis shows that they 

in fact are so. 

We find that in the case of expenditures under 

Education; Medical; Family Welfare; Puf)\ic Health, Sanitation 

and Water Supply (especially rural water supply schemes), Housing, 
0.1'\d.. 

Social Security and Welfare L Relief on Account of Natural 

Calamities the benefits are highly redistributive. Though these 

benefits are pro-poor it should be remembered that in the case 

of expenditures under Education, higher education still benefits 

mostly the rich. Similarly, there is need to improve the quality 

and also extend the government medical facilities. Benefits 

under Housing have been distributed using the intended beneficiary 

approach. A more careful analysis based on the actual participants 

in the various housing schemes is required. 

Information on the incidence of expenditures on 

Social and Community Services is given in the following table. 



Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

5497.91 
3327.82 
2170.82 
1627.40 
1041.35 
833.77 
576.13 
671.87 
491.59 
188.78 

1642. 74 
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Gini coefficient (x 100) 
-Pre-fis-c---Post-fisc 

52.86 49.96 

+ Significant at 1 per cent level. 

8.1.4 Economic Services 

Elasticity 
coefficient 

By definition, these services should contribute 

to the development of economic infrastructure in the state. 

We find that some of these services are instrumental in creating 

the economic infrastructure which is more beneficial to households 

who already possess an economic base. We have grouped these 

economic services on the basis of their effective rate patterns 

into three groups namely, progressive services (effective rates 

show an increasing trend from the low to the high income 

deciles), regressive services (effective rates show a declining 

trend from the low to the high income deci les) and services 

which do not show clearly either of the patterns mentioned 

above. 
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The following heads of account exhibit regressive 

or pro-poor incidence. They are: Secretariat - Economic Services, 

Co-operation, Other General Economic Services, Agriculture, 

Food, Animal Husbandry, Forest, Community Development 

and Road and Water Transport Services. 

(i) Secretariat - Economic Services 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
-Pre-fisc Post-fisc 

I 14.21 
II 7.46 
III 5.62 
IV 3.24 
V 3.28 
VI 2.63 
VII 3.02 
VIII 2.56 
IX 2.33 
X 1.68 
Average 4.60 52.86 51.24 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

The regressive incidence of expenditures under 

this major head is due to the method of distributing them 

by the household use of the other economic services as a 

whole which in turn are regressive. 
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(ii) Co-operation 

Effective 
Gini ~oe.!!icient (x 100) Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 138.42 
II 96.52 
III 66.66 
IV 70.13 
V 43.43 
VI 35.84 
VII 43.30 
VIII 23.94 
IX 19.79 
X 9.09 
Average 54.71 52.86 52.76 0.26+ 

+ Signi ficant at 1 per cent level. 

Though the expenditures under the major head 

Co-operation are pro-poor, the incidence pattern should be 

interpreted with caution. Firstly, the sample survey covered 

mainly the rural co-operatives. But a large proportion of 

expenditure under this head is incurred in the non-agricultural 

sector. So it is possible that some amount of rural bias has 

been introduced into our estimates. Secondly, in terms of 

membership in co-operative societies there definitely is greater 

participation by the high income households which is reflected 

in the absolute benefit flow under this major head. But given 

the unequal distribution of original incomes, the relative benefits 

(relative to household incomes) are higher for the low income 
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households. It is probable that this regressive incidence may 

become progressive (pro-rich) if the absolute amount of loan 

advanced to households through co-operative societies is taken 

into consideration and not merely the membership in co-operative 

societies. 

(iii) Other General Economic Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VllI 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

120.19 
48.03 
26.80 
12.86 
13.39 
11.89 
25.68 
19.33 
14.49 
7.65 

30.03 

G ini coefficient (x 100) 
-Pre-fls-c--Post-fisc-

52.86 52.82 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

-0.40+ 

The incidence of these expenditures is regressive 

because the benefits to the low income households through 

the land redistributed are relatively higher (relative to their 

incomes) than the benefits of compensation to the households 

from whom the land has been acquired under the land ceilings 

legislation. The expenditures on the regulation of agricultural 
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markets have been distributed proportionate to household 

agricultural income. 

(iv) Agriculture 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
Vlll 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

668.54 
426.62 
279.35 
167.50 
120.04 
77.60 
72.42 
39.62 
31.83 
37.36 

192.09 

Gini co~fficient (x 100) 
Pre-fisc-- Post-fisc-

52.86 52.51 

Elasticity 
coefficient 

+ Signi ficant at 1 per cent level. 

The effective rates of expenditures under 

Agriculture indicate regressive incidence. This is because 

of the various special schemes included under this major head 

for the benefit of agricultural labourers, marginal farmers 

and small farmers. The minor heads of expenditures under 

this major head are 'schemes for small farmers, marginal farmers 

and agricultural labourers'; 'drought prone area program mes'; 

'land reforms' 

development'. 

, 
and all other expenditures on agricultural 

, I I C llPAIIfY. I'NfJALOfti 
. -i."-; ..... W ~~ ........ .... _ .... _ .... -. 
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Expenditures on the first three minor heads 

are definitely pro-poor given that the households which are 

expected to benefit from these schemes generally belong to 

the low income groups. The intended beneficiary approach 

used in distributing these expenditures is reflected in the nature 

of benefit flows under the respective minor heads. The 

expenditures not covered under these three minor heads are 

meant for general agricultural development in the state. They 

are spent on program mes such as developing and the use of 

high yielding variety seeds, distribution of manures and 

fertilizers, promotion of cultivation of commercial crops etc. 

These expenditures which have been distributed by household 

agricultural income show greater benefit to the high income 

rather than the low income households. 

But the overall regressiveness of low income 

household oriented beneficiary programmes (which account 

for about 50 per cent of the expenditure under this major 

head) negates the pro-rich nature of expenditures on general 

agricultural development. The post-fisc Gini coefficient declines 

by 0.66 per cent which is fairly large in comparison with 

redistribution through other economic services. The elasticity 

coefficient is less than unity and statistically significant at 

1 per cent level. 
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Though in any particular year the redistributive 

effect of expenditures on Agriculture are pro-poor, over a 

period of time, given that agricultural expenditures not directly 

related to special group oriented schemes are relatively more 

beneficial to the rich farmers , the pre-fisc income distribution 

may become more unequal necessitating in turn higher 

expenditures on special group oriented program meso 

(v) food 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
-pre-fisc Post-fisc 

I (-)60.29 
II (-)27.42 
111 (-)21.82 
IV (-) 15.22 
V (-)13.48 
VI (-) 9.59 
VII (-) 8.52 
VIII (-) 7.83 
IX (-) 4.95 
X (-) 1.96 
Average (-)17.11 52.86 52.89 

++ Significant at 5 per cent level. 

Elasticity 
coefficient 

Note: We have used the regression analysis taking net burdens 
as net benefits. 

The beneficial nature of expenditures under this 

major head is vitiated by the net receipts from the grain 

supply scheme (public distribution system). According to the 
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methodology adopted by the present study the net receipt~ 

under this head have been distributed as burden to the households. 

Thus these receipts are pro-rich since low income households 

in general are more dependent on the foodgrains and other 

essential commodities supplied through fair price shops than 

the high income households. But in fact the prices of 

commodities sold through the fair price shops are usually lower 

than the open market pric~s for the same. The extent of 

difference between these two prices is the gain to the households 

which are dependent on the public distribution 

system. 

Though for methodological reasons the net receipt 
has been 

under this major head / distributed as burden, the 

importance of the subsidised foodgrains distribution scheme 

as a redistributive agent is evident. The benefits will be 

regressive if the Karnataka Food and Civil Supplies Corporation 

in run purely on a no loss and no profit basis. We have applied 

the regression method by taking the net burdens as net benefits 

to indicate the pro-poor nature of these expenditures -4r 

there is a net outflow from the state government budget. 
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(vi) Animal Husbandry 

Effective Gini coefficient (x 10_91 Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 130.90 
II 85.44 
III 69.59 
IV 45.95 
V 38.29 
VI 26.17 
VII 21.97 
VIII 12.54 
IX 7.51 
X 2.74 
Average 44.11 52.86 52.76 0.10+ 

+ Signi ficant at 1 per cent level. 

Ownership of livestock has been used as the 

distributive series to find out the incidence of expenditures 

under this head. This gives us a declining effective rate pattern 

across the deciles. In terms of the number of households 

owning livestock, the middle income level deciles have a large 

share. But due to the inter decile variations in original 

household incomes, the relative benefits (effective rates) are 

larger for the low income groups. 

(vii) forest 

The highly regressive incidence of net receipts 

under this head of account is due to the peculiar nature of 
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receipts and expenditures. On the receipts side, since we 

do not have any data on household purchase of timber disposed 

of by the state forest department, the receipts have been 

assumed to be borne by households proportionate to their incomes. 

On the expenditures side, the direct beneficiaries of the state 

forest department operations are difficult to determine. But 

rural households who procure firewood and fodder from forests 

can be considered as directly benefitting from the conservation 

of forests in the state. Thus these expenditures have been 

distributed on per capita basis among rural households. 

The combination of receipts and expenditures 

each distributed by a different distributive series gives rise 

to a very high regressive incidence pattern because while 

households in the bottom six deciles receive net benefits from 

expenditures on forests, households in the top four deciles 

bear the burden of receipts from forest produce disposed of 

by the state forest department. 

Information on the incidence of this expenditure 

head has been given in the following table. 



Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

346.54 
251.62 
156.55 
70.28 
54.21 

2.67 
(-)13.65 
(-}38.93 
(-}51.60 
(-}75.12 

70.26 

NA = Not applicable 
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Gini coefficient (x 1 DO) 
Pre-fiSC- Post-fisc 

52.86 52.53 

(viii) Community Development 

Effective Gini coefficient (x 100) 
Decile rate 

(x 10000) Pre-fisc Post-fisc 

I 1582.62 
II 955.89 
III 435.13 
IV 297.46 
V 165.25 
VI 95.05 
VII 41.99 
VIII 29.33 
IX 18.57 
X 4.67 
Average 362.60 52.86 52.09 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

NA 

Elasticity 
coe f ficient 

-0.72+ 

A variety of socially beneficial schemes are 

accounted for under the major head Community Development. 
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We have classified these into a number of minor groups. 

One such minor head is People's (or Janata) Housing Scheme'. 

Under this scheme low income households are given a subsidy 

for the construction of low cost houses. Relative to household 

incomes these benefits accrue mostly to households in the 

lower half of the decile distribution. But our survey has showed 

that some of the economically and socially forward communities 

also corner a part of this financial assistance (see Section 

8.3.4, vii). 

The distinction between the households in the 

low income deciles and the other deciles is clear even in the 

benefits from expenditures on the Applied Nutrition Programme 

under which school children are provided with mid-day meals. 

from the point of view of redistribution, income-class-wise 

differences in the households with children enjoying these benefits 

are more encouraging than in the case of Janata housing. 

High income households due to their class (caste?) consciousness do 

not participate much in this scheme. 

Another community development programme 

aims at providing safe drinking water to rural households through 

bore wells. The pro-poor benefit pattern of these expenditures 

may be due to two reasons. One is that in many of the villages 
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covered by our sample survey we found that the clusters of 

houses where the Scheduled Castes, Scheduled Tribes and other 

backward caste households live have been provided with 

boreweJls. The other reason may be sociological. The forward 

communities (economically as well as socially) continue to draw 

drinking water mainly from open wells which are generally 

located in the clusters inhabited by them. 

Expenditures on drought relief and National 

Rural Employment Programme have been distributed using 

the intended beneficiary approach. We assume that agricultural 

labourers, marginal farmers and small farmers depend greatly 

on non-farm employment, especially during off -season in 

agriculture and also during drought when agricultural employment 

becomes scarce. Most of the rural works taken up under 

these programmes involve construction of rural roads. Since 

no secondary data are available on the income distribution 

of households who are employed in these programmes we have 

applied the intended beneficiary approach to distribute these 

expenditures using the information gathered through the household 

survey. 

As expected, the low income groups benefit 

most from these employment generative programmes. We 
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find support to our distributive series in the Employment 

Guarantee Scheme (now the Employment Affirmation Scheme) 

formulated by the government of Karnataka which recognises 

the problem of off-season unemployment among agricultural 

labourers, small farmers and marginal farmers. 

The regressive incidence pattern of all these 

minor heads resultA in the benefits from Community Development 

Programmes being pro-poor. The effective rate of benefit 

for the first decile from this major head is the largest in 

comparison with those for the other economic services. But 

it should be remembered that these expenditures influence 

only the post-fisc and not the pre-fisc income distribution. 

These expenditures may succeed in providing certain basic 

nee,s and employment during off-season in agriculture but the 

major problem of unequal original income distribution (due 

to the unequal ownership of income generative assets) remains 

unsolved. 

Ox) Road and Water Transport Services 

Expe nditures on these services exhibit 

regressive incidence mainly because of the inequality in the 

pre-fisc income distribution itself. The only minor head that 

is of some interest in this context is the loan given to the 
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Karnataka Road Transport Corporation to increase its fleet 

of buses. When distributed on per capita basis, incidence of 

these expenditures is regressive due to the skewed distri/.)ution 

of state population towards the low income deciles. Expenditures 

on inland water services have been distributed proportionate 

to household income and thus are cistributionally neutral. 

Expenditures on account of acquiring contract carriages accrue 

by assumption as benefits to the households in the tenth decile 

only. Expenditures under these ninor heads produce a benefit 

stream which in absolute amounts is nearly e~ualJy distributed 

across the deciles except for the top most decile. But this 

absolute pro-rich money benefit flow turns into regressive 

incidence when we derive the effective rates (or the benefits 

relative to household incomes). 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 87.40 
II 63.57 
III 46.37 
IV 35.35 
V 28.99 
VI 20.39 
VII 16.25 
VllI "14.28 
IX 10.82 
X 6.87 
Average 33.03 52.86 52.80 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

0.25 
+ 
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Economic services which do not show either strong 

progressive or regressive incidcnce J.l3tterns have been discussed 

below. \Ve have determined the nature of thcir incidence 

only with reference to the respective patterns of effective 

rates. These services are: ~,:inor Irrigation, Soil and Water 

Conserv8tion and Area Development; Dairy Dcve lop:nent; 

Fisheries; Industries, ~,1ines and ;,:incraI5 etc.; Villatie and 51;1311 

Water and Power Development ~ervices; Pov;er Industries; 

Projects; Ports, Lighthouses and Shipping; Roads and Bridges 

and Tourism. 

It is evident that expenditures under some of these 

major heads are crucial for developing and increasing the 

efficiency of economic infrastruture in the state. The near 

proportional incidence of these services may be due to the 

fact that the redistributional objective is not the guiding principle 

behind the formulation and impler.lentation of specific scheines 

under these major heads. 
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(x) Minor Irrigation, Soil and Water Conservation and Area 

Development 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
Vlll 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

72.54 
69.81 
69.47 
60.15 
76.24 
71.61 
75.32 
77.85 
67.78 
69.12 
70.99 

Gini coefficient ( 100) 
Pre-fisc Post-fisc 

52.86 52.85 

Elasticity 
coefficient 

0.97++++ 

++++ Not significant even at 10 per cent level. 

Expenditures under these major heads have been 

subdivided into two groups namely, those on minor irrigation 

and all other expenditures (including soil and water conservation 

and area development). The former group of expenditures 

have been distributed by household ownership of irrigated land 

and the latter by household ownership of total agricultural 

land, irrigated as well as unirrigated. The absolute benefit 

flows from these expenditures are pro-rich. But relative to 

household incomes (as reflected in the effective rates) these 

benefits are nearly constant across the deciles. In other words, 

these expenditures at best maintain the status quo in the 
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pre-fisc income distribution. This is not surprising since larger 
area of 

theL agricultural land owned, higher can be the household income. 

The benefits generated by extending water and 

other agricultural development facilities may flow only indrectly 

to the low income households (especially to the agricultural 

labourer households) through higher wage rates and longer 

periods of employment. Though this is a definite possibility, 

we did not estimate it since it is an indirect benefit. The 

question of how far the low income households are able to 

convert their dry land into irrigated land and thus benefit 

from expenditures under this major head is not studied in 

this study. 

(xi) Dairy Development 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 25.98 
II 6.04 
III 6.85 
IV 12.85 
V 2.50 
VI 3.45 
VII 4.60 
VIII 10.15 
IX 9.42 
X 4.23 
Average 8.60 52.86 52.85 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

0.72++++ 
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The dairy development work of the state 

government is spread over both rural and urban areas. In 

the rural areas we have used the sale of milk by households 

to the Milk Producers' Co-operative Societies as the distributive 

series. In urban areas we have used the distributive series 

of households purchasing government dairy milk. The effective 

rate pattern indicates that the households benefiting from 

the government dairy operations are represented randomly 

across the deci les. 

The large effective rate for the households 

in the first decile is mainly due to their purchase of government 

dairy milk in urban areas. This may be because consumption 

of milk is becoming common even among the low income 

households, in urban areas. Similarly, households in the ninth 

and the tenth deciles have larger than the average effective 

rate. It should be noted that we did not give any weightage 

to the quantity of milk sold (rural dairies)!bought (urban dairies) 

by households. If such variations are taken into account, benefits 

from dairy development may turn out to be progressive. 
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(xii) fisheries 

Effective Gini coefficient (x 100) Decile rate Elasticity 
(x 10000) Pre-fisc Post-fisc coefficient 

I 1.64 
II 1.64 
111 1.64 
IV 1.64 
V 1.64 
VI 1.64 
VII 1.64 
VIII 1.64 
IX 1.64 
X 7.90 
Average 2.27 52.86 52.87 1.30++ 

++ Signi ficant at 5 per cent level. 

The expenditures under the major head fisheries 

have been divided into those on 'deep sea fisheries' and 

'all other items'. We have used secondary data for distributing 

the expenditures on 'deep sea fisheries'. They have been allocated 

exclusively to the households in the tenth decile. Since no 

appropriate distributive series is available, we have distributed 

all the other expenditures on fisheries development namely, 

on inland fisheries by household income. The combination 

of these two distributive series gives rise to proportional incidence 

of expenditures under this head of account from the first 

to the ninth deciles and a spurt in the magnitude of the effective 

rate for the top most decile. But given the magnitude of 
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expenditure under this major head, we find only a marginal 

increase in the post-fisc Cini coefficient although the elasticity 

coefficient of 1.30 is statistically significant at 5 per cent 

level. 

(xiii) Industries, Mines and Minerals etc. 

Effective Cini coefficient (x 100) Elasticity Decile rate Pre-fisc Post-fisc coefficient (x 10000) 

I 26.24 
II 14.64 
III 21.26 
IV 38.49 
V 45.97 
VI 21.07 
VII 26.38 
VIII 44.27 
IX 23.73 
X 15.91 
Average 27.80 52.86 52.83 0.97++++ 

++++ Not signi ficant even at 10 per cent level. 

(xiv) Village and Small Industries 

Effective Cini coefficient (x 100) Elasticity 
Decile rate Pre-fisc Post-fisc coefficient 

(x 10000) 

I 32.41 
II 18.08 
III 26.26 
IV 48.78 
V 56.79 
VI 26.03 
VII 32.59 
VlIl 54.68 
IX 29.31 
X 19.65 
Average 34.46 52.86 52.83 0.97++++ 

++++ Not signi ficant even at 10 per cent level. ... 
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The redistributive roles of expenditures under 

the major heads Industries, Mines and Minerals etc, and Vill3ge 

and Small Industries can be analysed simultaneously since a 

single distributive series has been applied to distribute these 

expenditures. The distributive series is household employment 

in the industrial sector (private and public sector industries 

together). No clear pattern of redistribution emerges from 

the inter decile variations in the effective rates. The change 

in the post-fisc Gini coefficient indicates the limited redistributive 

role of these expenditures. The elasticity coefficients are 

near unity. Thus the direct benefits from industrial development 

i.e., industrial employment, may not be pro-poor unless 

accompanied by more special provisions for the employment of 

low income households in industries. 

(xv) Water and Power Development Services 

Effective Gini coefficient (x 100) Elasticity Decile rate Pre-fisc Post-fisc coefficient 
(x 10000) 

I 3.08 
II 1.30 
III 3.40 
IV 1.69 
V 3.89 
VI 3.46 
VII 5.19 
VIII 4.00 
IX 3.95 
X 3.60 

1.20++++ Average 3.35 52.86 52.86 

++++ Not signi ficant even at 10 per cent level. 
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Expenditures under this major head have been 

subdivided into those on water development services and those 

on power development services. The former have been distributed 

by household ownership of irrigated land and the latter to 

domestic and non-domestic consumers of electricity. We find 

that the benefit flows from these two groups of expenditures 

are fairly in the same proportions as household incomes. 

Effective rates are nearly the same across the deciles. 

This proportional incidence is mainly due to 

two reasons. Firstly, water de"elopment services which have 

been assumed to benefit households owning irrigatecfand are 

clearly beneficial to the high income households. The benefits 

from domestic power consumption are nearly proportional to 

household income. But the supply of electric power to 

industries, which is expected to benefit directly the hous(!holds 
employed 

lin the industrial sector does not exhibit any clear incidence 

pattern (see sections 8.1.4, xiii and xiv). These three benefit 

flows working simultaneously give rise to proportional incidence 

which is confirmed by the regression analysis with the elasticity 

coefficient not being statistically different from unity even 

at 10 per cent level. 
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(xvi) Power Projects 

Effective Gini coefficient (x 1001 
Decile Elasticity rate Pre-fisc 

-------
(x 100000 Post-fisc coefficient 

I 124.48 
II 56.31 
III 77.13 
IV 151.49 
V 159.56 
VI 83.63 
VII 105.99 
VIII 166.56 
IX 104.97 
X 71.07 
Average 11 0.12 52.86 52.81 0.99++++ 

++++ Not signi ficant even at 10 per cent level. 

Expenditures on power projects have been sub-divided into 

domestic and non-domestic categories in the same proportions 

of domestic and non-domestic consumption of electric power 

in the state. The first category of expenditures are only 

a small part of the expenditures under this major head. They 

have been distributed by household monthly electricity bill. 

Benefits from non-domestic electricity consumption are expected 

to be reflected in the industrial sector employment of households. 

The effective rates do not follow any definite pattern. With 

about 80 per cent of the expenditures under this major head 

having been allocated by the elctrcity consumed by the 

non-domestic sector, we find that redistribution through this 
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major head is not very large as judged by a 0.09 per cent 

decline in the post-fisc Gini coefficient. 

coefficient is statistically not different from unity. 

vvii) 

Decile 

I 
Il 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Ports, Light houses and Shipping 

Effective 
rate 

(x 10000) 

3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 

Gini coefficient (~Q.L 
Pre-fisc Post-fisc 

52.86 52.86 

* By assumption. 

The elasticity 

Elasticity 
coefficient 

* 1.00 

Since no relevant distributive series could be 

developed for allocating to the households the expenditures 

under Ports, Light houses and Shipping, we have distributed 

the same by household income such that they may not influence 

the redistributive role of the state government expenditures. 

(xviii) Roads and Bridges 

Effective rates of expenditures under the major 

head Roads and Bridges show a near U pattern. This can 
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be explained by taking into consideration the flow of benefits 

to three types of households - owners of motor vehicles meant 

for personal use, owners of transport vehicles and users of 

passenger carriers (i.e., buses, taxis etc.). Ownership of private 

motor vehicles (first category of Vehicles) is progressive or 

pro-rich. The expenditures relevant to the category of transport 

vehicles (i.e., vehicles used for transporting commodities) having 

been distributed by household consumption expenditures are 

fairly equally distributed across the deciles. But in terms 

of effective rates they are pro-poor. We arrive at a similar 

distribution pattern of absolute benefits when the expenditures 

relevant for the group of passenger carriers have been distributed 

on per capita basis i.e., large effective rates for the low income 
of 

househol ds. Thus the pro-poor nature / expendi tures on transport 

vehicles and passenger carriers along with pro-rich nature 

of private motor vehicle ownership give rise to a U shaped 

effective rate pattern. 

It can be said that while the low income households 

benefit more from the use of passenger carriers and transport 

vehicles (or rather by the consumption of commodities transported 

by them) benefits to high income households are mainly due 

to their ownership of motor vehicles. Expenditures related 

to passenger and transport carriers being more than Hiose related 
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to private motor vehicles, benefits under this major head 

show pro-poor incidence. This is reflected in a decline in 

the post-fisc Gini coefficient by 0.06 per cent. But this 

pro-poor incidence may not be large as indicated by a statistically 

insignificant elasticity coefficient. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective Gini coefficient (x J 00) Elasticity 
Decile rate 

Pre-fisc Post-fisc coefficient (x 10000) 

I 206.74 
II 92.12 
III 97.74 
IV 96.19 
V 61.29 
VI 57.91 
VII 89.76 
VIII 94.42 
IX 101.63 
X 71.45 

0.82++++ Average 96.93 52.86 52.83 

++++ Not signi ficant even at 10 per cent level. 

(xix) Tourism 

Since no relevant data could be collected through 

the household sample survey, these expenditures have been 

distributed by household income. and thus their incidence is 

proportional. 
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Information on the incidence of this expenditure 

head has been t;iven in the following table. 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 

* 2y 8ssuuption. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc-

52.86 52.86 

Elasticity 
coefficient 

* 1.00 

The incidence of two econo:nic services is 

progressive. -They are: Irribation, i'Javisation, Drainage and flood 

Control Projects and Civil Aviation. 

(xx) Irrigation, Navigation, Drainage and flood Control Projects 

The effective rates of expenditures on these 

services are progressive or increase from the low to hibh income 

households. It is surprising that the bottom most decile has 

a very large effective rate. This is more due to the very small 

income rather than the hioh level of benefit accruing to these 

households. 
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Most of these expenditures are on irrigation 

projects. The distribution of absolute benefits clearly indicates 

the concentration of irrigated land among high income households. 

In general, the benefits of extending irrigation facilities are 

definitely favourable to the high income households. Since 

these households have a larger share in the irrigated land 

in the state than the other households. We also find that 

the increase in the percentage of irrigated land owned by 

the households in the top three deciles is similar to the increase 

in the decile incomes. This explains the relative stability 

in effective rates for the households in the top three deciles. 

The post-fisc Gini coefficient increases by a relatively large 

magnitude of 0.23 per cent and the elasticity coefficient of 

1.22 is significant at 10 per cent level. 

Information on the incidence of this expenditure 

head has been given in the following table. 
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Effective 
Gini coefficient (x 100) Decile rate Elasticity 

(x 10000) 
Pre--fisc-- Post-fisc coefficient 

I 225.13 
II 97.32 
III 195.38 
IV 114.87 
V 273.07 
VI 229.52 
VII 400.59 
VIII 261.35 
IX 267.42 
X 283.38 
Average 234.80 52.86 52.98 1.22+++ 

+++ Significant at 10 per cent level. 

(xxi) Civil Aviation 

Effective Gini coefficient (x 100) Elasticity Decile rate 
(x 10000) Pre-fisc Post-fisc coefficient 

I 0.02 
II 0.02 
III 0.04 
IV 0.11 
V 0.08 
VI 0.13 
VII 0.15 
VIII 0.26 
IX 0.32 
X 0.36 
Average 0.15 52.86 52.89 2.00+ 

+ Significant at 1 per cent level. 
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Expenditures on Government Flying School under 

the major head Civil Aviation have been assumed to accrue 

to urban households proportionate to their incomes. We have 

taken recourse to this method of allocation of benefits because 

while these facilities are mainly available to urban households 

our survey data are not sufficient to construct the distributive 

series of the users of the Government Flying School. The 

urban household income distributive series gives rise to progressive 

incidence of these expenditures because there is a greater 

degree of inequality in urban household incomes than in total 

state household incomes. There is only a minor change in 

the post-fisc Gini coefficient. But the elasticity coefficient 

is greater than unity and statisticaIly significant at per 

cent level. This may be because even though these expenditures 

are progressively distributed given their small magnitude, they 

do not bring about any perceptible change in the overall income 

distribution. 

(xxii) Overall Incidence of Economic Services 

The overall regressive incidence of economic 

services has been contributed to a large extent by the incidence 

of expenditures under a few major heads such as Community 

Development and Agriculture. It can be seen from the various 
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minor heads under these two major heads of account that 

these expenditures are mainly incurred on low income households 

and implicitly are intended to benefit the poor. Hence their 

incidence is regressive. 

If we isolate these major heads from the economic 

services, the regressive incidence of these services on the 

whole may decline substantially. Thus the economic services 

may be studied meaningfully only in terms of their usefulness 

in creating and maintaining economic infrastructure in the 

state and not in the context of redistribution of household 

incomes. The decrease in inequality of incomes due to economic 

services is much lower than that due to social and community 

services as can be seen in the changes in the respective post-

fisc Gini and elasticity coefficients (see section 8. ].3, xv for 

the overall incidence of social and com m uni ty services). 

overall 
Information on the/ incidence of econOinic services 

has been given in the following table. 



Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

3753.05 
2271.27 
1569.68 
1220.07 
1140.69 
767.36 
950.93 
816.28 
665.22 
545.91 

1370.05 

391 

Gi..£lL. __ co~Ifjcient (x 100) 
Pre-fisc Post-fisc 

52.86 51.24 

Elasticity 
coefficient 

+ Signi ficant at 1 per cent level. 

8.1.5 Other Receipts and Expenditures 

Under the category of 'other receipts and 

expenditures' we have classified all such heads of account 

w~ich could not be put under any of the other four types 

of services discussed earlier. They are not excluded from 

our study since they are part of the Consolidated Fund of 

the state government budget and may have a redistributive 

role which should be quantified. These major heads are: 

Interest Receipts / payrne n t s j Pensions and Other 

Retirement Benefits; Miscellaneous 'General Services; 

Compensations and Assignments to Local Bodies; Investments 
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in Agricultural Financial Institutions; Investments in Industrial 

Financial Institutions; Loans to Government Servants and 

Miscellaneous Loans. 

(i) Interest Receipts/Payments 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

(-}143.20 
(-) 151.60 
(-)130.83 
{-)155.65 
{-)143.88 
(-) 136.49 
(-)141.44 
(-) 131.88 
(-) 125.81 
{-)148.32 
{-)140.91 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

Elasticity 
coefficient 

0.98++++ 

++++ Not significant even at 10 per cent level. 
Note: We have used the regression analysis taking the net 

burdens as net benefits. 

This major group records a variety of minor 

heads. For the purpose of this study we have identified six 

such minor receipts/expenditure heads. The receipts from 

interest paid by government departmental and public sector 

undertaking and loan repayments by local bodies (Karnataka 

Housing Board and other housing societies) to the state 

government are the first group. These have been distributed 
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proportionate to household income and thus their incidence 

is proportional. Interest receipts from loans given to co-operative 

societies, cultivators and civil (or government) servants have 

been allocated to state households using the distributive series 

of membership in co-operative societies, crop and other land 

improvement loans taken by cultivators and civil servant 

households, respectively. While the incidence of interest receipts 

from cultivators and co-operative societies is regressive, the 

incidence of interest receipts from civil servants is nearly 

proportional. 

The interest payment made by the state 

government J? on small savings, provident fundh etc. Most 

of it is in fact towards interest payment made by the state 

government on state government employee provident fund. 

This interest payment has been allocated to civil servant 

households. 

More than 70 per cent of receipts under this 

major head come from interest payments made by state 

government departmental undertakings, public sector enterprises 

and various housing boards/societies to the state government. 

These receipts have been distributed proportionate to household 

income as indicated earlier. 
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Moreover interest paid by the state government to 

civil servants on their provident funds is also accounted for 

under this major head. Given this mixed group of receipts 

and expenditures, the regressive incidence of interest payments 

~ 
made by members of co-operative societies L cultivators 

do not make the incidence of net receipts under 

this major head regressive. We have used the regression method 

assuming that there \ are in fact net expenditures under this 

head of account. 

(ii) Pensions and Other Retirement Benefits 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

254. 79 
142.12 
103.22 
76.44 

166.69 
162.30 
95.65 

151.10 
94.15 

53.51 
130.00 

Gini Coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.72 

++ Significant at 5 per cent level. 

Elasticity 
coefficient 

These expenditures have been distributed to 

retired civil servant households (pensioners). With the pensioner 
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households generally being from the low income groups the 

post-fisc Gini coefficient declines by 0.26 per cent. The 

regression analysis indicates the regressive incidence of these 

expenditures. 

(iii) f-.1iscellaneous General Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 100(0) 

(-)74.42 
{-}34.74 
{-}28.08 
(-)20.18 
(-) 15.40 
(-) 13.25 
(-}]0.85 
(-) 7.26 
(-) 7.26 
(-) 1.17 
{-)21.63 

Gini coefficient (x 100) 
--Pre-fisc-----post --fisc 

52.86 52.90 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Note: We have used the regression analysis taking the net 
burdens as net benefits. 

This major head consists of three groups of 

receipts/expenditures. The first group is net receipts from 

state lotteries. While the receipts are from the sale of lottery 

tickets, the expenditures are on the payments made to winners 

of state lotteries. The net receipts when distributed to 

households who purchase lottery tickets regularly {at least one 

ticket a month}, exhibit a regressive incidence pattern. This 
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may be due to the desire on part of the low income households 

to get rich quick and improve their economic position. 

The minor group of 'liquor trading' also has 

a net receipt. This is due to the higher price the state 

government charges the wholesale liquor traders than the price 

at which it purchases the Iic;uor. Once again the effective 

rates are large for the low income households. The explanation 

for this is the same as with regard to the incidence of state 

excise duties (see chapter VII, 7.1.5). The third group of net 

expenditures included under this major head are unclaimed 

deposits; guarantee receipts; pensions in lieu of resumed jagirs, 

lands,territories etc. Since the redistributive role of these 

expenditures is ambiguous, we have distributed them by household 

income. 

With the state lottery and liquor trading receipts 

being five times larger than the other net expenditures, the 

incidence of net receipts under this major head t,1iscellaneous 

General Services is regressive or anti-poor. This result flows 

from the regressive incidence of state lottery and liquor trading 

receipts. The post-fisc Gini coefficient increases by 0.08 

per cent. The elasticity coefficient is negative and significant 

at 1 per cent level. We have used the regression analysis 
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assuming that there are infact net benefits to state households 

under this major head. 

(iv) Compensations and Assignments to Local Bodies 

Ef r \:ctive Gini coefficient (x 100) Decile rate Elasticity 

(x 10000) Pre-fisc Post~-fjsc coefficient 

-----
I 185.33 
II 77.15 
III 68.21 
IV 129.51 
V 76.53 
VI 83.46 
VII 64.11 
VIII 102.25 
IX 80.65 
X 37.16 
Average 90.44 52.86 52.77 0.72++ 

++ Signi ficant at 5 per cent level. 

This major head records the grants-in-aid transfers 

from the state government to rural and urban local bodies. 

Most of these are in the form of Octroi compensation grants 

to urban local bodies. The transfers to rural local bodies 

are related to the land revenue collected by the state government 

and passed back to the village panchayats and taluk development 

boards. 1 These are general purpose grants. Assuming that 

1. This system of transfers to rural 
a complete change with the 
panchayati raj structure in the 
1987 onwards. 

local bodies has undergone 
establishment of a new 
state of Karnataka from 
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the amenities supplied by the local bodies are enjoyed by all 

the local people equally, we have distributed these expenditures 

on per capita basis to rural and urban populations separately 

to estimate their incidence at the state level. The effective 

rates do not clr urly bring out the incidence pattern of these 

expenditures. But the change in the post-fisc Gini coefficient 

as well as the regression analysis show that the incidence 

of tl- -.;se expenditures is regressive. 

(v) Investments in Agricultural Financial Institutions 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VlII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

0.42 
0.37 
0.27 
0.35 
0.22 
0.26 
0.20 
0.15 
0.11 
0.04 
0.24 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.72 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

The benefits of expenditures on Regional Rural 

Banks (Grameena Banks) are regressive when distributed. to 

households who have taken crop and other land improvement 

loans during 1981-82. This may be because we have taken 
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into account only the number of households with agricultural 

loans and not the magnitude of loan taken by each such 

household. 

(vi) Investments in Industrial financial Institutions 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VllI 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 

* By assumption. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

Elasticity 
coefficient 

* 1.00 

Benefits of expenditures on the Karnataka State 

finance Corporation are proportional because given the 

non-availability of any appropriate distributive series from 

our sample data these expenditures have been allocated 

proportionate to household income. 
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(vii) Loans to Government Servants 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

++++ Not 

Effective Gini coefficient (x 100) rate Elasticity 

(x 10000) Pre~fisc Post-fisc coefficient 

19.77 
11.04 
32.10 
5.93 

17.28 
25.22 
17.34 
21.51 
31.55 

7.28 
18.90 52.86 52.84 0.94++++ 

signi ficant even at 10 per cent level. 

Loans and advances to civil servants indicate 
have 

near· proportional incidence. This may be because we L useol 

household employment in government service as the distributive 

series since information on actual magnitude of loa~ taken 

by state government employees during 1981-82 is not available. 

(viii) Miscellaneous Loans 

Incidence of these loans is proportional since 

in the absence of any clearly definable redistributive role 

attributable to them we have distributed them by household 

income. 
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Information on the incidence of this expenditure 

head has been given in the following table. 

Effective Gini coefficient (x 100) 
Decile rate Elasticity 

(x 10000) Pre-fisc-post-fisc coe;fficient 

I 0.53 
II 0.53 
III 0.53 
IV 0.53 
V 0.53 
VI 0.53 
VII 0.53 
VlIl 0.53 
IX 0.53 
X 0.53 

* Average 0.53 52.86 52.86 1.00 

* By assumption. 

Ox) Overall Incidence of Other Receipts and Expenditures 

Effective Gini coefficient (x 100) Elasticity 
Decile rate Pre-fisc Post-fisc coefficient (x 10000) 

I 245.55 
II 47.20 
III 47.75 
IV 39.26 
V 104.30 
VI 124.36 
VII 27.87 
VIII 135.05 
IX 76.25 
X (-)48.64 
Average 79.90 52.86 52.66 NA . 

NA = Not applicable. 
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expenditures/receipts accounted for under 

and Expenditures have varying patterns of 

are in fact net burdens under two major 

the burdens under Interest Receipts / 

payments 'are nearly proportional, receipts from conducting 

state lotteries and sale of liquor have regressive incidence. 

On the other hand expenditures by way of grants-in-aid to 

local bodies and expenditures on regional rural banks exhibit 

pro-poor incidence. Given this mixed group of receipts and 

expenditures and also their respective patterns of incidence, 

the overall incidence of net expenditures categorized under 

Other Receipts and Expenditures is mildly regressive. The 

post-fisc Gini coefficient declines by less than 1 per cent. 

We did not apply the regression analysis to find out the overall 

incidence of these expenditures since the tenth decile has 

a net burden"" i Ie in the case of all the other deci les there 

are net benefits. 
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8.2 Expenditure Incidence by Deciles and Alternative Assumptions 

8.2.1 General Services 

(i) State Legislature 

Effective 
Gini coefficient (x 100) Decile rate 

Pre-fisc Post-fisc (x 10000) 

I 17.88 
II 13.00 
III 9.47 
IV 7.22 
V 5.91 
VI 4.15 
VII 3.29 
VlIl 2.89 
IX 2.18 
X 0.73 
Average 6.67 52.86 49.98 

+ Significant at 1 per cent level. 

(ii) Governor 

Decile 
Effective Gini coefficient (x 100) 

rate Pre-fisc Post-fisc 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

(x 10000) 

2.30 
1.66 
1.23 
0.92 
0.76 
0.53 
0.42 
0.37 
0.28 
0.09 
0.86 52.86 

+ Signi ficant at I per cent level. 

49.98 

Elasticity 
coefficient 

0.12+ 

Elasticity 
coefficient 
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(iii) Council of Ministers 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 8.13 
II 5.91 
III 4.31 
IV 3.28 
V 2.69 
VI 1.89 
VII 1.50 
VIII 1.32 
IX 0.99 
X 0.33 
Average 3.03 52.86 49.98 

+ Signi ficant at 1 per cent level. 

(iv) Administration of Justice 

Effective Gini coefficient (x 100) 
Decile rate 

(x 10000) Pre-fisc Post-fisc 

I 84.39 
II 61.32 
III 44.67 
IV 34.03 
V 27.88 
VI 19.57 
VII 15.56 
VIII 13.65 
IX 10.31 
X 3.43 
Average 31.48 52.86 49.98 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 

0.12+ 
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(v) Overall Incidence of General Services 

Effective 
Decile rate 

(x 10000) 

Gi~i co~!icie.!1U~Q91 
Pre-fisc Post-fisc 

I 147.42 
II 100.43 
III 73.11 
IV 55.11 
V 45.06 
VI 32.36 
VII 26.39 
VIII 23.69 
IX 18.22 
X 6.99 
Average 52.88 52.86 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Incidence pattern of general services continues 

to be regressive even under the alternative distributive 

series of per capita. It should be noted here that we did 

not distribute expenditures under Elections by any 

alternative distributive series. Benefits from all these 

services are pro-poor. This result interpreted in conjunction 

with the one under the standard distributive series suggests 

that in terms of both per capita and the house~'lOld use of 

various government services (assuming that the ;eneral services 

are required for providing social and COr.ll~-l unity, administrat ive 

and economic services) the low income households are the 

main beneficiaries of expenditures on .;eneral services. The 
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elasticity coefficient under the alternative assumptions is smaller 

than under the standard assumptions indicating that the 

distribution of individuals is skewed more in favour of the 

low income households than the household use of administrative, 

social and community and economic services. 

8.2.2 Administrative Services 

Three of the administrative services have been 

allocated by alternative assumptions. They are: Police, Jails 

and fire Protection and Control. 

(i) Police 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 

* By assumption. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

Elasticity 
coefficient 

* 1.00 



(ii) Jails 

Effective 
Decile rate 

(x 10000) 

I 3.13 
II 3.13 
III 3.13 
IV 3.13 
V 3.13 
VI 3.13 
VII 3.13 
VIII 3.13 
IX 3.13 
X 3.13 
Average 3.13 

* By assumption. 
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Gini coefficient (x 100) 
Pre-fi:,c Post-fisc-

52.86 52.86 

Elasticity 
cocf ficicnt 

I.O! 

Under the alternative assumptions expenditures on Police and Jails 

have been distributed proportionate to household income on 

the assumption that these expenditures are required to maintain 

the socio-economic structure of the society. Thus these services 

do not have any redistributive role under the alternative 

assumptions. Their incidence is proportional. 

(iii) Fire Protection and Control 

As regards expenditure under this major head, 

we have used urban household income as the alternative 

distributive series. Since our sample survey covers both rural 

and urban areas, the overall incidence of these expenditures 
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will not be proportional. We find that the effective rates 

show an increasing trend. This may be because the Inequality 

in urban incomes is greater than the inequality in the overall 

(state) household income distribution. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 0.14 
II 0.09 
III 0.33 
IV 0.70 
V 0.52 
VI 0.84 
VII 0.94 
VIII 1.66 
IX 2.03 
X 2.31 
Average 0.95 52.86 52.89 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

(iv) Overall Incidence of Administrative Services 

The administrative services continue to be regressive 

even under the alternative assumptions. Since we have 

experimented with only three major heads and that too with 

household income as the distributive series in the case of 
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two of them, the, post-fisc Gini coefficient declines by 3.61 

per cent only as against a 5.39 per cent decline under the 

standard assumptions (see section 8.1.2, xi). 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective Gini coefficient (x 100) Elasticity 
Decile rate 

(x 10000) 
---Pre-f~c--Post-ITsc coefficient 

I 393.40 
II 238.54 
III 190.85 
IV 157.29 
V 139.96 
VI 127.39 
VII 123.61 
VIII 123.53 
IX 114.88 
X 97.24 
Average 170.67 52.86 50.95 0.66+ 

+ Signi ficant at 1 per cent level. 

8.2.3 Social and Community Services 

The heads of account for which alternative 

distributive series have been tried out are; Art and Culture; 

Family Welfare; Urban Development and Other Social and 

Community Services. 
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(i) Art and Culture 

Effective Gini coefficient (x 100) Decile rate Elasticity 
(x 10000) Pre-fisc Post-fisc coefficient 

I 2.83 
II 4.38 
III 3.96 
IV 3.68 
V 2.86 
VI 4.16 
VII 4.57 
VIII 4.48 
IX 4.94 
X 4.22 
Average 4.01 52.86 52.87 1.10+ 

+ SiE,ni ficant at 1 per cent level. 

Incidence of the expenditure under the major 

head Art and Culture becomes mildly progressive under the 

alternative assumptions when we have distributed that part 

of expenditure under Art and Culture other than that on public 

libraries proportionat,o household income. This has been 

done because we could not collect data on the manner in 

which the households participate in the programmes aimed 

at spreading Kannada language and culture. To avoid any 

distributional bias in our estimates\we have made use of the 

alternative distributive series of household income. But given 

that the use of public libraries is still in favour of the high 

income households, redistribution takes place in their favour. 
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This is reflected in the value of the elasticity coefficient 

of 1.10 which is statistically significant at 1 per cent level. 

The post-fisc Gini coefficient increases though only marginally. 

(ii) family Welfare 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fiSc P-ost-fisc 

I 133.19 
II 81.40 
III 61.35 
IV 44.46 
V 31.31 
VI 23.67 
VII 16.68 
VIII 13.61 
IX 10.82 
X 4.10 
Average 42.06 52.86 52.77 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Incidence of expenditures on family Welfare 

(or Planning) continues to be regressive even under the alternative 

assumptions when we have used secondary data to distribute 

these expenditures. The post-fisc Gini coefficients under standard 

and alternative assumptions are nearly the same. But the 

values of the elasticity coefficients show a marked difference 

(see section 8.1.3, v). Thus the use of alternative distributive 
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series does influence the incidence pattern of these expenditures 

substantially, although it continues to be regressive. 

(iii) Urban Development 

Effective Gini coefficient (x 100) Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 34.82 
II 4.03 
III 4.98 
IV 14.11 
V 6.24 
VI 8.63 
VII 8.96 
VIII 12.94 
IX 11.69 
X 5.83 
Average 11.22 52.86 52.85 0.86++++ 

++++ Not significant even at 10 per cent level. 

In th~ case of this major head of expenditure 

effective rates under alternative assumptions do not follow 
effective 

any definite pattern. A very highL. rate for the first decile 

may be due to their dependence on municipal water supply. 

This conclusion is a result of using a composite index of 

household use of urban civic amenities as the alternative 

distributive series. The effective rates follow a U pattern. 

But the limitations of using such a composite index should 

be noted. We have taken into account only a few urban civic 
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amenities in constructing this index. The choice of variables 

(or services) is influenced by the availability of data and also 

the value judgement of what the important urban civic amenities 

are. Interestingly the post-fisc Gini coefficient shows a very 

small decline. The regreSSion analysis shows that the regressive 

incidence of these expenditures is statistically not different 

from unity as under the standard assumption series (see 

section 8.1.3, xiii). 

(iv) Other Social and Community Services 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x )0000) 

0.31 
0.19 
0.54 
1.63 
1.63 
1.94 
2.16 
3.84 
4.68 
5.34 
2.23 

Gini coefficient 
Pre-fisc 

52.86 

+ Significant at 1 per cent level. 

(x ) 00) 
Post-fisc 

52.89 

Elasticity 
coef ficient 

We have used urban household income as the 

alternative distributive series in the case of expenditures on 

public gardens and zoological parks on the assumption that 

higher the household income greater will be its use of these 
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facilities. Consequently, incidence of these expenditures is 

progressive because inequality in urban household incomes 
inequality 

is greater than lin total (state) household incomes. 

(v) Overall Incidence of Social and Community Services 

Effective 
Gini coefficient (x 100) Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 5440.69 
II 3302.88 
III 2155.99 
IV 1614.97 
V 1027.40 
VI 832.15 
VII 579.65 
VIII 668.17 
IX 494.15 
X 194.77 
Average 1631•08 52.86 49.97 O.Og+ 

+ Signi ficant at 1 per cent level. 

Changes in the overall incidence of social and 

community services brought about by the use of alternative 

assumptions is nominal. The effective rates are nearly the 

same across the deciles both under the standard and the 

alternative assumptions. This is mainly because of the small 

magnitude of expenditure under the four heads of account 

that have been distributed using alternative distributive series. 

This inference has been substantiated by the fact that even 
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when expenditures under the major heads Art and Culture 

and Other Social and Community Services have different 

incidence patterns under the alternative assumptions, the overall 

incidence pattern of social and community services does not 

alter greatly from that under the standard assumptions. The 

elasticity coefficients of total expenditure on social and 

community services are virtually the same under both standard 

and alternative assumptions (see section 8.1.3, xv for results 

under the standard assumptions). 

8.2.4 Economic Services 

Expenditures under some major heads of economic 

services have been distributed using alternative assumptions. 

These major heads are: Dairy Development; Community 

Development; Industries, Mines and Minerals etc.; Village 

and Small Industries; Water and Power Development Services; 

Power Projects and Roads and Bridges. 

(i) Dairy Development 

Since the ultimate beneficiaries of expenditures 

on both rural and urban dairies are the urban households 

purchasing milk from government dairies, the total expenditure 
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under Dairy Development has been allocated 

alternatively to such urban households. As under the standard 

distributive series the effective rates do not show any definite 

incidence pattern. But an inference that may be drawn is 

that the households with very low as well as very high incomes 

enjoy greater benefits relative to their incomes than the 

households in the middle income level deciles. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Effective Gini coefficient (x 100) Elasticity Decile rate Pre-fisc Post-fisc coefficient (x 10000) 

I 26.16 
II 4.86 
III 7.07 
IV 13.06 
V 1.89 
VI 2.78 
VB 4.36 
VI1l 10.33 
IX 9.66 
X 4.34 

0.74++++ Average 8.45 52.86 52.85 

++++ Not significant even at 10 per cent level. 

(ii) Community Development 

The alternative distributive series of rural household 

income has been used in distributing the expenditures on National 
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Rural Employment Programme to rural households in the light 

of the argument put forward by some researchers that the 

economic infrastructure (say roads and bridges) created through 

National Rural Employment Programme (NREP) works is more 

useful to the rich farmers in transporting their agricultural 

produce to the market than to the poor farmers who generally 

do not have largt: marketable surplus (of agricultural produce). 

Expenditure on this programme (i.e., NREP) 

constitues nearly 35 per cent of the expenditure under the 

major head Community Development. Thus when we have 

used the alternative distributive series of rural household income 

for these expenditures, the regressive incidence of expenditures 

under Community Development is substantially lower than 

that under the standard distributive series (see section 

8.1.4, viii). The elasticity coefficients under standard and 

alernative distributive series are (-)0.72 and (-)0.17, respectively. 

Both the elasticity coefficients are statistically significant 

at 1 per cent level. 

Information on the incidence of this expenditure 

head has been given in the following table. 
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Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 1152.17 
II 710.62 
111 301.69 
IV 242.89 
V 149.95 
VI 109.54 
VII 66.87 
VIII 53.79 
IX 36.45 
X 21.90 
Average 284.59 52.86 52.30 

+ Significant at 1 per cent level. 

(iii) Industries, Mines and Minerals etc. 

Decile 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 
IX 
X 
Average 

Effective 
rate 

(x 10000) 

24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 

* By assumption. 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

52.86 52.86 

Elasticity 
coefficient 

Elasticity 
coefficient 

* 1.00 
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(iv) Village and Small Industries 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

I 29.99 
II 29.99 
III 29.99 
IV 29.99 
V 29.99 
VI 29.99 
VII 29.99 
VIII 29.99 
IX 29.99 
X 29.99 
Average 29.99 52.86 52.86 

* By assumption. 

Elasticity 
coefficient 

* 1.00 

The incidence of expenditures under these major 

heads is proportional by assumption. We use a single alternative 

distributive series for these two heads of expenditures. Since 

data on the consumption of goods and services produced by 

the industrial and com mercial sectors could not be collected 

in our household survey we have assumed that household income 

is a reliable proxy indicator of the household consumption 

01SUCh goods and services. This is based further on the 

assumption that higher the household income greater would 

be its consumption of non-food/manufactured goods and services. 
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(v) Water and Power Development Services 

Effective 
Gini coefficient (x 100) Decile rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 3.33 
II 1.67 
III 2.77 
IV 1.97 
V 3.67 
VI 3.21 
VII 5.18 
VIII 3.62 
IX 3.72 
X 3.85 
Average 3.30 52.86 52.87 1.17+++ 

+++ Signi ficant at 10 per cent level. 

Incidence of expenditures on these services does 

not show much difference between the standard and the 

alternative distributive series. The proportionality in the 

incidence of these expenditures under the alternative distributive 

series should be interpreted with caution because we have used 

actual and intended beneficiary approaches for different minor 

heads under this major head. This similarity in incidence 

estimates under both sets of distributive series (standard and 

alternative) may be because the distribution of households 

employed in industries is nearly the same as the household 

income distribution itself. The elasticity coefficient of 1.17 
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which indicates mild progres 0 i °d sive nCI ence of these services 

is statistically significant only at 10 per cent level. 

(vi) Power Projects 

Effective 
Decile rate 

(x 10000) 

Gini coefficient (x 100) 
Pre-fisc Post=-f"Tsc 

I 117.34 
II 87.90 
III 86.98 
IV 101.77 
V 88.68 
VI 94.12 
VII 99.12 
VIII 101.25 
IX 106.82 
X 98.38 
Average 98.24 52.86 52.87 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

The use of household income as the alternative 

distributive series for the non-domestic part of expenditures 

under Power Projects makes the incidence of expenditures under 

this major head nearly proportional. Same is the nature of 

incidence of these expenditures under the standard distributive 

series. This indicates that both household monthly domestic 

electricity consumption as well as households employed in the 

industrial sector are both distributed across the deciles· nearly 

in the same proportions as decile incomes themselves. 
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Though both these distributive series give rise 

to near proportional incidence, household employment in industry 

may be marginally in favour of the low income households. 

This becomes evident when the post-fisc Gini coefficients under 

standard and alternative distributive series arefompared (see 

section 8.1.4, xvi for incidence estimates under the standard 

distributiye series). 

(vii) Roads and Bridges 

Effective 
Decile rate 

(x 10000) 

Gi ni coefficient (x 100) 
Pre-fisc Post-fisc 

I 163.07 
II 62.69 
III 78.54 
IV 83.54 
V 52.42 
VI 54.14 
VII 88.45 
VIII 94.29 
IX 103.55 
X 77.60 
Average 85.82 52.86 52.88 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

1.01 ++++ 

Under the alternative distributive series we 

have distributed that part of the expenditure under this major 

head relevant to users of passenger carriers (10 per cent of 

total expenditures) proportionate to household income. This 

has been done assuming that the financial position of a household 
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is an important factor that determines its ability to travel. 

The change in the incidence of these expenditures is in favour 

of the middle and high income groups. This is so because 

in per capita terms (as under the standard assumptions), the 

benefits are in favour of the low income households. While 

under the alternative assumptions incidence of these expenditures 

becomes proportional. 

Thus while the pro-poor nature of the expenditures 

under this head declines under the alternative assumptions, 

the pro-rich nature of the expenditures (those related to owners 

of motor vehicles meant for personal use) remains the same. 

This mild pro-rich pattern of incidence is reflected in a marginal 

increase in the post-fisc Gini coefficient. But the elasticity 

coefficient is statistically not significant even at 10 per cent 

level. 

(viii) Overall Incidence of Economic Services 

Thus the regressive incidence of economic 

services has been reduced under the alternative as against 

the standard distributive series. The post-fisc Gini coefficients 

under standard and alternative assumptions as well as the relevant 

elasticity coefficients indicate this (see section 8.1.4, xxii). 
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This is due to the use of household income as the distributive 

series for distributing expenditures under some major heads. 

Information on the incidence of economic services 
whole 

as a .Lhas been given in the following table. 

Effective Gini coefficient J~100) Elasticity 
Decile rate 

(x 10000) Pre-fisc Post-fisc coefficient 

I 3267.83 
II 2048.89 
III 1433.22 
IV 1070.61 
V 996.31 
VI 794.81 
VII 962.67 
VIII 730.41 
IX 688.10 
X 615.66 
Average 1260.85 52.86 51.58 0.55+ 

+ Signi ficant at 1 per cent level. 

8.2.5 Other Receipts and Expenditures 

We have used alternative distributive series in 

the cases of expenditures under two major heads namely, 

Compensations and Assignments to Local Bodies and Investments 

in Agricultural financial Institutions. 
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(i) Compensations and Assignments to Local Bodies 

Effective 
Gini coefficient 

Decile rate (x 100) Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

I 249.55 
II 42.75 
III 48.16 
IV 107.49 
V 55.46 
VI 69.97 
VII 71.73 
VIII 95.18 
IX 84.55 
X 43.86 
Average 86.89 52.86 52.80 0.81++++ 

++++ Not signi ficant even at 10 per cent level. 

The nature of the use of some urban civic amenities 

by the households has been brought out under the alternative 

assumptions. Under these, we have allocated the 

grants-in-aid to urban local bodies by a household composite 

index of use of urban civic amenities. The grants-in-aid to 

rural local bodies having been distributed by rural household 

income do not have any redistributive value as far as the rural 

population is concerned. A very large effective rate for the 

101ncome households is due to their dependency on municipal 

water supply. But the pro-poor bias is not very large as indicated 

by the change in the post-fisc Gini coefficient and the value 

of the elasticity coefficient. 
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(ii) Investments in Agricultural Financial Institutions 

Effective 
Decile rate 

(x 10000) 

Gini coe(ficient (x J 00) 
Pre-fisc Post-fisc 

Elasticity 
coefficient 

I 0.45 
II 0.50 
III 0.37 
IV 0.35 
V 0.27 
VI 0.22 
VII 0.21 
VIII 0.12 
IX 0.08 
X 0.04 
Avprag~ 9·26 1)'>,86 52. p, 1 

++ Signi ficant at 5 per cent level. 

Under the alternative assumptions we have used 

the findings of a recent survey of agricultural credit to different 

types of farmers. Incidence of these expenditures continues 

to be regressive even under the alternative assumptions. This 

is mainly due to the inequality in original incomes. The absolute 

benefit flow is in fact favourable to the high income households. 

But relative to household incomes 

beneficial to the low income households 

these benefits 

~ 
than L!he other 

are more 

households. 

(iii) Overall Incidence of Other Receipts and Expenditures 

We have applied alternative distributive. series 

for allocating expenditures under two major heads namely, 
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Compensations and Assignments to Local Bodies and Investments 

in Agricultural financial Institutions. The composite index 

of household use of urban civic amenities and financial assistance 

to different types of farmers through banks and co-operative 

societies (based on secondary data) are the respective distributive 

series. But these changes seem to be too small to bring about 

any substantial change in the overall income distribution (see 

section 8.1.5, ix for incidence estimates under the standard 

distributive series). 

Other Receipts and 
Information on the inCidence of .L. Expenditure 

head6has been given in the following table. 

Effective Gini coefficient (x 100) Elasticity Decile rate Pre-fisc Post-fisc coefficient (x 10000) 

I 309.80 
II 12.93 
III 28.00 
IV 17.24 
V 83.28 
VI 110.83 
VII 35.50 
VIII 127.95 
IX 80.12 
X {-)41.94 
Average 76.37 52.86 52.68 NA 

NA : Not applicable. 
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8.3 Expenditure Incidence by Social Groups and Standard 

Assumptions 

8.3.1 General Services 

(i) State Legislature 

Social 
Group 

OCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu 
Average 

Effective 
rate 

(x 10000) 

5.46 
6.37 
3.74 
2.12 
2.35 
2.59 

Castes2.02 
3.52 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.09 

+ Signi ficant at 1 per cent level. 

(ii) Governor 

Social 
Group 

Effective Gini coefficient (x 100) 
rate f 

(x 10000) Pre-fisc Post- isc 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

0.70 
0.82 
0.48 
0.28 
0.30 
0.33 
0.26 
0.45 

+ Signi ficant at 1 per cent level. 

21.97 21.09 

# 

Elasticity 
coefficient 

Elasticity 
coefficient 



(iii) Council of Ministers 

Social 
Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu 
Average 

Effective 
rate 

(x 10000) 

2.48 
2.90 
1.70 
0.98 
1.07 
1.18 

Castes 0.92 
1.61 

+ Significant at 1 per cent 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.09 

level. 

(iv) Administration of Justice 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 

Effective 
rate 

(x 10000) 

25.76 
30.06 
17.63 
10.01 
1108 
12.19 

Other Hindu Castes 
Average 

9.55 
16.61 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.09 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

0.24+ 

Elasticity 
coefficient 

Expenditures under four out of the six major 
Legislature; Governor; Council of j,linisters and 

heads of general services namely, State / Administration of 

Justice have been allocated to state households using the 

distributive series of household use of administrative, social 



430 

and community and economic services. The logic behind the 

use of this distributive series is that the expenditures on general 

services referred to above are all of the nature of providing 

basic services necessary for the smooth functioning of the 
for 

society and / the best utilization of administrative, social and 

community and economic services provided by the state 

government. 

With the incidence pattern of administrative, social 

and community and economic services being pro-poor or 

pro-socially backward groups, benefits from the above four 

general services also show a pro-poor pattern of incidence. 

Thus we find that the Be, BT, se, ST and Vokkaliga households 

have effective rates larger than the average effective rate. 

This is due to the implementation of some schemes which are 

formulated not only for the benefit of low income households 

but also (specifically) for the benefit of socially backward caste 

groups such as the scheduled castes and scheduled tribes. 

(v) Elections 

With respect to expenditure under the major head 

Elections we have used a di fferent distributive series i.e., 

number of individuals in the household who are above the age 
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of 21 years. But ;relative to household incomes, these benefits 

are redistributive in favour of the socially and economically 

backward households in the state of Karnataka.J especially the 

SCs, STs, BCs and BTs. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Social 
Group 

Effective 
rate Gi ni coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

1.49 
1.48 
0.83 
0.60 
0.44 
0.65 
0.45 
0.85 

+ Signi ficant at 1 per cent level. 

21.97 

(vi) Secretariat - General Services 

20.40 

Elasticity 
coefficient 

Expenditures under this head have been distributed 

to the households proportionate to their use of all the other 

general services. Thus the benefits of these expenditures are 

regressi vee • 

Information on the incidence of this expenditure 

head has been given in the following table. 



Social 
Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
l'\on-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

8.59 
10.02 
5.88 
3.34 
3.68 
4.08 
3.19 
5.54 
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Gi~~_~_qefficient (x 100) 
Pre-fisc Post-fisc 

21.97 20.65 

+ Signi ficant at 1 per cent level. 

(vii) Overall Incidence of General Services 

Social 
Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

44.48 
51.65 
30.26 
17.33 
18.92 
21.02 
16.39 
28.58 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 20.65 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 

0.19+ 

Expenditures on general services with the exception 

of those on Elections have been allocated by the household 

use of all the administrative, social and community and econ·omic 

services. The reSUlting incidence pattern is pro-poor. The 
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SC and ST households benefit most from this redistributive 

process. They have the largest effective rate in comparison 

with all the other social groups. Between the SC and ST and 

BC and BT groups the former corner greater amount of benefit 

than the latter, relative to their respective annual incomes. 

Similar relationship exists between the Lingayats 

and the Vokkaligas with the former generally having a smaller 

effective rate than the latter. But the effective rate for 

Lingayats is larger than those for the non-l lindus, the Brahmins 

and the Other Hindu Castes. This may be because the Lingayats 

have larger share both in the income generated in the state 

and also in the benefits flowing through state government 

expenditure program mes. 

In general the incidence of expenditures on general 

services is pro-poor. Regressive incidence of expenditures 

on these services is indicated by the regression analysis with 

all the respective elasticity coefficients being statistically 

significant at 1 per cent level. Besides, the values of these 

coefficients are smaller than those relevant for the decil~wise 

distribution of households indicating that redistribution across 

social groups is higher than that across the deciles as fat as 

the general services are concerned (see section 8.1.1, vii for 

incidence estimates across the deciles of household income). 
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8.3.2 Administrative Services 

(i) District Administration 

Social 
Group 

. Effective 
rate Gini coefficient (x 100) Elasticity 

(x 10000) pre-fisc Post-fisc coefficient 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

25.21 
29.68 
17.40 
9.89 

11.13 
J 1.98 
9.48 

16.39 

+ Signi ficant at 1 per cent level. 

21.97 21.01 

(ii) Treasury and Accounts Administration 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

9.1B 
JO.BO 
6.33 
3.55 
4.05 
4.36 
3.45 
5.96 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.01 

+ Signi ficant at 1 per cent level. 

0.21 + 

Elasticity 
coefficient 

0.21 + 



(iii) Supplies and Disposals 

Social 
Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

0.26 
0.30 
0.18 
0.10 
0.11 
0.12 
0.10 
0.17 
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Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.01 

+ Signi ficant at 1 per cent level. 

(iv) Stationery and Printing 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

12.93 
15.08 
8.85 
5.03 
5.56 
6.12 
4. 78 
8.34 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.01 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

0.21 + 

Elasticity 
coefficient 

0.21 + 

In the case of the above expenditures on functions 

which are purely administrative in nature, the distributive series 

has been the household use of other administrative, social 
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and community and economic services. These administrative 

services are expected to increase the efficiency of state 
government 

L administration. in general which in turn is responsible for the 

effective provision of the other socially and economically 

beneficial services. The incidence pattern of these administrative 

services is pro-poor since the incidence of expenditures on 

U=.Q. other administrative, social and com m unity and economic 

services is regressive. 

(v) Public Service Commission 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective 
rate 

(x 10000) 

0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 
0.26 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

Elasticity 
coefficient 

* 1.00 

The Karnataka Public Service Commission (KPSC) 

is an organization that recruits the state government employees 

for the state government service. Since we have assumed 

that higher the household income, greater would be the scope 
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for its members to receive higher education and apply for 

a state government job through the KPSC, we have distributed 

the expenditures under thi~lllajor head by household income. 

Thus the incidence of this item of expenditure is proportional. 

(vi) Police 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

162.55 
156.61 
88.86 
65.76 
32.57 
67.12 
42.26 
87.96 

Gini~oefficient (x 100) Elasticity 
Pre-fisc Post-fisc- coefficient 

21.97 19.50 

+ Signi ficant at 1 per cent level. 

Maintenance of law and order is usually considered 

to be a pure public good in the theory of Public Finance. 

Benefits of these goods are assumed to accrue to all the 

individuals in the society equally. So per capita is the distributive 

series used by us for distributing these expenditures to the 

state households. \Ve find that the effective rates for the 

BC, BT, SC and ST households are nearly twice the size of 

the average effective rate. This is because although the socially 



438 

backward castes (SCs, STs, BCs and BTs) constitute nearly 

16 per cent of the state population" only 12 per cent of net 

state domestic product accrues to them. (These proportions 

have been estimated using our sample survey data.). 

A large effective rate for the Lingayats despite 

their high income levels means that they have a large share 

in state population, especially in northern Karnataka. Overall" 

there is a substantial decline in inequality due to the expenditure 

under the major head Police. 

(vii) Jails 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

7.45 
7.17 
4.07 
3.01 
1.49 
3.07 
1.94 
4.03 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 19.50 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

following the same logic as that of distributing 

the expenditures under Police, expenditures on the maintenance 
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of J ails in the state have been allocated to state households 

on per capita basis under the standard distributive series. 

Expenditure under this major head is redistributive in favour 

of the socially and economically backward groups. The specific 

social group-wise results as explained while discussing the 

incidence of expenditures under Police are relevant here as 

well (see the previous section). 

(viii) Public Works 

Social 
Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

38.71 
45.17 
26.49 
15.05 
16.64 
18.33 
14.35 
24.96 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.01 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

0.21++++ 

The expenditure under this major head is incurred 

mainly towards the construction and maintenance of government 

office buildings. Since such infrastructure is made use of 

by the state government officials in supplying various 

administrative, social and community and economic services 
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to the households, we have distributed these expenditures by 

the household use of other administrative, social and com munity 

and economic services. 

With expenditures on these services themselves 

being redistributive in favour of the socially and economicalJy 

backward households, we find the effective rates of expenditures 

under this major head declining. The effective rates for the 

BC, BT, SC, ST and the VokkaJiga households are larger than 

the average effective rate indicating relatively greater benefits 
to 

to these social groups than /the other sociai Eroups. 

(ix) Fire Protection and Control 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

0.80 
2.28 
0.99 
2.43 
3.01 
1.16 
1.25 
1.70 21.97 21.97 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

1.32++++ 
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Ownership of urban property (residential as well 

as commercial) which has been used as the distributive series 

indicates, as expected, that the higher income social groups 

(castes) have greater control over urban property. It is 

interesting to note that the Brahmins have the largest effective 
be 

rate followed by the non-Hindus. This may partly{ due to the 

fact that these households reside in urban areas more than 

the other groups of households. The pro-rich bias of these 

benefits is not large if the value of the elasticity coefficient 

is of any indication. The elasticity coefficient of 1.32 is 
not signi ficant 

statistically Leven at 10 per cent level. There is no change 

in the post-fisc Gini coefficient as well. So we interpret the 

incidence of these expenditures as nearly proportional. 

(x) Other Administrative Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

4.18 
4.42 
2.60 
1.71 
1.28 
1.90 
1.33 
2.49 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 19.83 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

0.11 + 
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Incidence of expenditure under this major head 

is regressive. This is because we have distributed this expenditure 

by the household use of all the other administrative services 

which in turn exhibit a regressive incidence pattern. 

(xi) Overall Incidence of Administrative Services 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
l'\on-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

+ Significant at 1 

Effective 
rate 

(x 10000) 

261.53 
271.77 
156.03 
106.79 
76.10 

114.42 
79.20 

152.26 

per cent 

Gini coefficient (x 100) 
Pre-fiSC--Post-fisc 

21.97 19.83 

level. 

Elasticity 
coefficient 

0.11+ 

Administrative services on the whole exhibit 

regressive incidence. To a large extent this is due to 

distributing expenditures on four administrative services by 

household use of ,othel administrative, social and community 

and economic services. Among the other administrative services 

expenditures on Karnataka Public Service Commission are 

proportional by assumption, expenditures on Police and Jails 

are regressive, benefits under fire Protection and Control do 
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not follow any definite pattern (nearly proportional) and 

expenditures under Other Administrative Services are regressive. 

Thus with expenditures under nearly all the heads of account 

following a pro-poor benefit pattern, expenditures on the 

administrative services as a whole exhibit a regressive incidence 

pattern. The magnitude of this regressive incidence is greater 

than that under general services (see section 8.3.1, vii) 

possibly due to the method of distributing expenditures under 

Police on per capita basis to the state households. 

8.3.3 Social and Community Services 

We have divided these services into two broad 

groups on the basis of the patterns of effective rates. The 

first group consists of heads of account exhibiting regressive 

incidence. The second group of services are thos9which have 

no clear pattern of effective rates. The major heads that 

belong to the former group are: Secretariat Social and 

Community Services; Education; Scientific Services and Research; 

Medical; Family Welfare; Public Health, Sanitation and Water 

Supply; Information and Publicity; Social Security and Welfare 

and Relief on Account of Natural Calamities. 
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(i) Secretariat - Social and Com muni ty Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

4.38 
4.54 
2.19 
1.43 
1.04 
1.28 
1.00 
2.27 

Gini coefficient (x 100) 
--Pre-fisc--post-fisc 

21.97 20.43 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Regressive incidence of these expenditures is due 

to the method of distributing them by household use of the 

other social and community services which in turn are regressive. 

(ii) Education 

Social Group 

BCs/RTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

570.96 
539.69 
423.10 
329.25 
239.52 
333.30 
239.53 
382.19 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.55 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 
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There exists a clear difference between the 

effective rates of expenditures under Education for the BC, 

BT, SC and ST households and the effective rates for the other 

social groups. Large effective rates for the socially backward 

communities are mainly due to their participation in primary 

education. The decline in the effective rates for other social 

groups is not uniform. The Lingayats have an unique position. 

They have high incomes as well as large benefit flows. 

The substantial reduction in the post-fisc Gini 

coefficient indicates the redistributive role of expenditures 

under this major head. But it should be remembered that 

this is mainly due to the pro-poor nature of expenditures on 

primary education. Expenditures on higher education are mainly 

in favour of the economically and social\y forward groups. 

thus expenditures on Education are useful to spread literacy 

to the socially backward groups but not to reduce the differences 

in benefits from higher education. 

(iii) Scientific Services and Research 

Incidence of these expenditures is regressive since 

we have distributed them by household use of all the other 

social and community services which in turn are pro-poor. 
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Information on the incidence of this expenditure 

head has been given in the following table. 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate Gini coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

0.14 
0.15 
0.07 
0.05 
0.05 
0.05 
0.04 
0.08 21.97 20.43 

+ Signi ficant at 1 per cent level. 

(iv) Medical 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective G" ff" G 100) 
t 1m coe IClentx 

ra e P f' P f" (x 10000) re- ISC ost- ISC 

228.68 
246.60 
124.08 

56.97 
49.99 
48.49 
51.43 

115.18 21.97 21.73 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 

The dependency of socially (and at the same time 

economically) backward households on government medical 
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facilities is high because these households cannot pay for the 

relatively expensive private medical care. The fact that caste 

factor also (besides income) has a role in the household use 

of government hospitals has been indicated by the size of the 

elasticity coefficients under decile and social group-wise 

household distributions. The elasticity coefficient under social 

group-wise distribution is larger. 

Expenditure on medical education is relatively 

more beneficial to the high income socially forward households 

when we have distributed it to households with students in 

degree (or graduate) and professional levels of education (i.e., 

above the Pre-University level). But with the medical relief 

expenditures constituting nearly 85 per cent of expenditures 

under this major head, the pro-poor nature of this expenditure 

over-rides the pro-rich nature of expenditure on medical 

education. 

(v) Family Welfare 

Expenditures under this major head show regressive 

incidence when we have distributed them by the proxy distributive 

series of the household use of government hospitals which in 
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turn is relatively more beneficial to the socially backward 

classes. This result should be interpreted with circumspection 

because we were not able to generate the distributive series 

of households who have undergone family planning operations. 

A very large negative elasticity coefficient indicates the 

pro-poor and pro-socially backward group nature of these 

expenditures. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

52.12 
54.49 
28.63 
10.76 
5.43 
9.10 
9.81 

24.33 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.92 

+ Signi ficant at 1 per cent level. 

(vi) Public Health, Sanitation and Water Supply 

Elasticity 
coefficient 

The pro-socially backward group nature of the 

benefits of these expenditures can be explained in terms of 

benefit flows under three minor heads. Expenditure on 
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'$anitation and sewerage' are typically urban oriented and thus 

we find them relatively more beneficial to the non-Hindus 

and the Brahmins. Public health expenditures have been 

assumed to benefit the whole state population equally which 

gives greater weightage to the low income social groups, 

especially the SC and ST households due to their fairly large 

presence in our sample and that too with low annual incomes. 

The rural water supply schemes are found to be relatively 

more beneficial to low income households which in turn are 

mainly from the socially backward castes. 

Thus we find that the benefits under this major 

head accrue, in absolute terms, relatively more to the low 

income groups and with the class and caste factors being closely 

related in Karnataka, the effective rate pattern indicates 

regressive incidence of these expenditures. Both post-fisc Gini 

and the elasticity coefficients substantiate this inference. 

Information on the incidence of this expenditure 

head has been given in the following table. 



Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

450 

Effective 
rate Gini coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

174.85 
233.60 
146.08 
49.35 
17.07 
32.56 
22.60 
96.59 21.97 21.71 

+ Significant at 1 per cent level. 

(vii) Information and Publicity 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

5.80 
6.16 
3.83 
3.14 
3.42 
3.40 
2.77 
4.07 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

+ Signi ficant at 1 per cent level. 

relative 

Elasticity 
coefficient 

Elasticity 
coefficient 

The / expenditure benefits are in favour of the 

socially and economically backward social groups. Although 

in terms of absolute benefits the socially forward groups benefit 

more from these expenditures, due to the high degree of inequality 
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in original incomes among different social groups, the effective 

rates (benefits relative to original household incomes) for the 

BC, BT, SC and ST households are large. The near equality 

in the effective rates for the socially forward communities 

suggests that income and social awareness as measured by 

a compo~ite index in the present study (see Chapter VI, 

6 6 3 x) are fairly well related. The post-fisc Gini coefficient . . , 
does not show any change. But the regressive incidence of 

these expenditures is reflected in the value of the elasticity 

coefficient of 0.49 which is statistically signi ficant at 1 per 

cent level. 

(viii) Social Security and Welfare 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

502.12 
492.75 

58.61 
41.64-
27.26 
42.95 
34.05 

171.34 21.97 21.44 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

-1.14 + 
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The social security and welfare program mes are 

beneficial to low income social groups since some of these 

programmes are specifically formulated to help them and also 

because other expendi ture programmes are meant mainly for 
latter 

the low income groups. TheL programmes are also beneficial 

to the socially backward groups because there is a close 

correspondence between the social and economic status' of 

households in Karnataka. Expenditures on programmes for the 

se, ST and other bacb\'ard classes constitute nearly 50 per 

cent of expenditure under this major head. Similarly" old age 

pensions are greatly beneficial to the low income households. 

Expenditures on 'civil supplies' are more beneficial to the socially 

backward groups mainly due to their very low income positions. 

But in absolute terms these benefits are in favour of the socially 

forward communities. Expenditure on rehabilitation of displaced 

persons distributed to households with less than Rs.4,OOO annual 

income is beneficial to socially bacbvard households even in 

absolute amounts. This indicates that many of the socially 

backward households have very low annual incomes. All the 

other expenditures such as those on 'education and welfare 

of the handicapped', 'welfare of poor and destitutes' etc., have 

been distributed by household income. 
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The decline in the post-fisc Gini coefficient under 

caste-wise distribution is greater than that under the decile-

wise distribution. This is not surprising since expenditures 

on programmes for the SC, ST and backward classes and on 

old age pensions are highly beneficial to the socially backward 

groups. 

Ox) Relief on Account of Natural Calamities 

Social Group 

BCs/RTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

26.51 
16.60 
12.96 
15.20 
6.55 

10.10 
1.01 

12.70 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.94 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

We have assumed that the incomes of a&ricultural 

labourers, marginal farmers (owners of less than 2.5 acres of 

land) and small farmers (owners of upto 5 acres of land) are 

most susceptible to natural calamities like floods and droughts. 

So the expenditures under this head have been allocated to 

such households. We find the effective rates declining from 
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the economically and socially backwardcastes to the other forward 

castes. The large benefit flow to the BC, BT, SC and ST 

households is mainly due to their large numerical representation 

in the category of agricultural labourers. 

The large effective rates for the Lingayats, the 

Vokkaligas and the non-Hindus are due to the fairly large 

proportions of small and marginal farmers in these social groups. 

The absence of dependence on agricultural occupations among 

the Brahmins is reflected in a very smalI effective rate for 

them. The small effective rate for the Other Hindu Castes 

is mainly due to their high incomes from various sources 

(including agriculture). Thus even when there is a fairly large 

representation of these households in agricultural labourer, 

small farmer and marginal farmer categories, the effective 

rate for the household group as a whole is the smallest. 

Below we have described some of the social and 

community services which do not exhibit pro-poor patterns 

of incidence. 
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(x) Art and Culture 

Effective 
Gini coefficient (x 100) Social Group rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

BCs/BTs 1.52 
SCs/STs 3.11 
VokkaJigas 1.77 
Non-Hindus 3.26 
Brahmins 9.38 
Lingayats 3.85 
Other Hindu Castes 3.90 
Average 3.83 21.97 21.98 1.76+++ 

+++ Signi ficant at 10 per cent level. 

Incidence of expenditures under the head of account 

Art and Culture is progressive. This is because in terms of 

public library membership and attainment of college education 

(i.e., Pre-University and higher levels of education) which have 

been used as the distributive series for allocating the expenditures 

on public libraries and other Art and Culture expenditures 

respectively, the socially forward communities enjoy greater 

benefits. The regression analysis supports this inference although 

the elasticity coefficient of 1.76 is statistically significant 

only at 10 per cent level. 



(xi) Housing 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

27.83 
33.78 

6.02 
19.54 
15.85 
4.91 

11.95 
16.98 

456 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.95 

++++ Not signi ficant even at 10 per cent level. 

Elnsticity 
coefficient 

0.39++++ 

No clear pattern of incidence emerges for the 

expenditures under the major head Housing because expenditure 

on eac~minor head (under the major head) influences different 

social groups differently. So we have tried to understand the 

effective rates applicable to each social group in comparison 

with the average effective rate. 

The larger than the average effective ratesfor 

the BC, BT, SC and ST households are mainly due to the 

housing scheme5 for the urban poor. These expenditures have 

been distributed to urban households with annual incomes less 

than Rs.5,OOO, defined here as the urban poor. Thus they benefit 

the socially and economically backward castes relatively more. 

The non-Hindus (especially the Muslims) also have a large 
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effective rate possibly because of their urban residential pattern 

but with low incomes. Thus the expenditures on 'housing for 

the urban poor' benefit them also greatly. 

The large effective rate for the Brahmins is due 

to the benefits to them from expenditures on 'housing for the 

civil servants'. Expenditures on 'slum clearance' have been 

distributed on per capita basis to households with annual income 

above Rs.5,000. This has been done on the assumption that 

removal of slums benefits the non-slum dweller households. 

Thus these expenditures are typically more beneficial to the 

socially forward communities. A net receipt of Rs.2 crores 

from various loans given by the state government has also 

been accounted for under this major head. We have distributed 

it by household income since no appropriate distributive series 

could be developed. 

Given this mixed pattern of benefits from various 

program mes accounted for under this major head, the decline 

in the post-fisc Gini coefficient is to a magnitude of 0.09 

per cent only. The incidence of these benefits is not clearly 

brought out by the regression analysis. The elasticity 

coefficient is statistically not signi ficant even at J 0 per cent 
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level. So we may say that the incidence of expenditures under 

this major head is nearly proportional. 

(xii) Urban Development 

Social Group 

RCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

4.51 
14.18 
5.08 

15.19 
I 1.41 
5.02 
7.11 
8.93 

Gini coefficient (x 100) 
-pre~fisc--pos t -fisc 

21.97 21.97 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

Urban development expenditures distributed on 

per capita basis to urban population in the state indicate that 

a greater proportion of the Brahmins and the non-Hindus reside 

in urban areas than the other social groups. A large effective 

rate for the SC and ST households indicates their fairly large 

numerical presence in urban areas of Karnataka but with low 

incomes. The post-fisc income distribution is unaffected by 

these expenditures. The elasticity coefficient though is greater 

than unity, statistically it is not significant even at 10 per 
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level. Thus the incidence of these expenditures can be taken 

as proportional. 

(xiii) Labour and Employment 

Effective 
Gini coe~Ocicnt (x Social Group rate ]00) Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

BCs/BTs 21.85 
SCs/STs 36.94 
VokkaJigas 8.69 
Non-Hindus ] 3.08 
Brahmins 19.78 
Lingayats 11.67 
Other Hindu Castes 11.46 
Average 17.64 21.97 21.96 O.50++-i:+ 

++++ Not signi ficant even at 10 per cent level. 

The effective rates of expenditures under Labour 

and Employment can be broadly classified into those for the 

SC, ST, Be and BT households on one hand and those for the 
on t 1-.= ot her. 

other social groups (excluding the Vokkaligas)y' While the 

programme of relief to bonded labourers is beneficial to the 

socially and economically backward social (caste) groups, the 

minor heads of 'vocational training', 'employment exchanges' 

and 'labour welfare' (i.e., industrial relations, working conditions 

etc.) being basically urban oriented show a pro-rich absolute 

benefit flow. This is reflected in a near equality of effective 

rates for the non-Set ST, Be and BT households. Interestingly, 
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the Vokkaligas do not receive substantial benefit from any 

of these schemes. 

The regressive incidence of expenditure on relief 

to bonded labourers is greater than the progressive incidence 

of expenditures on other programmes. This results in a marginal 

decrease in the post-fisc income inequality as shown in a decrease 

of 0.05 per cent in the post-fisc Gini c0dficient. The elasticity 

coefficient with a value of 0.50 is statistically not signi ficant 

even at 10 per cent level. Thus we may interpret the incidence 

of these expenditures as nearly proportional. 

(xiv) Other Social and Community Services 

Social Group 

RCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

2.05 
6.43 
2.30 
6.89 
5.18 
2.28 
3.23 
4.05 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 
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The urban per capita distributive series for allocating 

the benefits of expenditures on public gardens and zoological 

parks shows the urban residential pattern of the Brahmins and 

the non-Hindus. These two social groups have a larger proportion 

of their population living in urban areas than the other social 

groups. A large effective rate for the SC and ST households 

may be because they have a fairly large numerical presence 

in urban areas but with low incomes. The effective rates 

do not indicate any definite pattern of incidence. There is 

no change in the post-fisc Gini coefficient. The elasticity 

coefficient is statistically not significant even at ]0 per cent 

level. 

(xv) Overall Incidence of Social and Community Services 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

1623.32 
1688.02 
823.41 
565.75 
411.93 
508.96 
399.89 
860.18 21.97 20.43 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 
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The overall incidence of social and community 

services is relatively more beneficial to the SOCially and 

economically bacbvard groups such as the BCs, BTs, SCs and 

STs. We can see in the magnitudes of effective rates that 

these groups are distinct from all the other social groups in 

this regard. The decline in the post-fisc Gini coefficient is 

larger than that with regard to the deciles probably because 

a large proportion of expenditure under Social Security and 

Welfare is on programmes meant for the socially backward 

groups. Even the low income group oriented schemes benefit 

the socially backward groups since most of the households 

belonging to these backward groups are economically poor as 

well. 

The Gini coefficient declines by 7 per cent in 

the post-fisc situation. This is greater than the decline in 

the corresponding post-fisc Gini coefficient with respect to 

decile-wise household distribution. Similar di ff ere nces exist 

with respect to the elasticity coefficients also (see section 

8.1.3, xv for results under decile-wise household distribution). 

Social Security and ~Ifare; Education; Public Health, Sanitation 

and Water Supply and Medical are the major heads that have 

very high redistributive potential. Expenditures under these 
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heads of account constitute more than 75 per cent of the 

expenditure under social and community services. 

8.3.4 Economic Services 

Based on the effective rate patterns economic 

services have been grouped into three categories namely, 

regressive, progressive and all other services. The regressive 

(pro-poor) services are: Secretariat Economic Services; 

Other General Economic Services; Agriculture; food; Animal 

Husbandry; forest; Comr,lunity Development and Road and 

Water Transport. 

(i) Secretariat - Economic Services 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

3.94 
5.28 
3.65 
1.59 
2.19 
2.58 
1.98 
3.03 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.15 

+ Signi ficant at 1 per cent level. 

Elasticity 
coe f ficient 
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this 

The regressive incidence of expenditures under 

major head is because we have distributed them by the 

household use of the other economic services which in turn 

are regressive. 

(ii) Other General Economic Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

26.28 
27.58 
21.86 

7.28 
2.63 

23.52 
11.65 
17.26 

Gini coeffjrjent (x 100) 
Pre-flsc-Tpost-fis-c 

21.97 21.96 

++ Signi ficant at 5 per cent level. 

The effective rates of expenditures 

major head are the smallest for the Brahmins 

non-Hindus. The flow of absolute benefits shows 

the SC, ST, BC and BT households may benefit 

the other households from the land redistributed 
lam 

Elasticity 
coefficient 

-0.16++ 

under this 

and the 

that while 

more than 

under the 

/ ceilings legislation, compensation paid for the land acquired 

by the state government goes to the two important landed 

social (caste) groups in the state i.e., the Vokkaligas and the 
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Llnt;ayats. It should be noted here that we have used the 

intended beneficiary approach to distribute these expenditures 

since our household survey data on the actual land ceilings 

legislation beneficiaries and the households whose land has 

been acquired, are not extensive. The third group of expenditures 

under this major head are on agricultural markets. We have 

distributed these expenditures by household agricultural income. 

We find that the redistribution is away from the 

Brahmins and the non-Hindus. The relative benefits to the 

socially backward groups are higher than those to the socially 

forward groups. This is reflected in the decline in the 

post-fisc Gini coefficient. The regression analysis shows that 

the redistributive potential of the expenditures under this head 

of account is very high. 

(iii) Agriculture 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

190.23 
J 74.71 
99.08 
47.05 
20.93 
76.78 
55.46 
94.89 

Gini coefficient (x lQ~ 
Pre-fisc Post-fisc 

21.97 21.83 

+ Signi ficant at 1 per cent level. 

El3sticity 
coefficient 
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Expenditures under this head have been divided 

into those on schemes for agricultural labourers, small farmers 

and marginal farmers; drought prone area programmes; financial 

assistance to land reform beneficiaries and all other agriculture 

development expenditures. Expenditures on the first three 

types of programmes have been assigned to agricultural labourer, 

small farmer and marginal farmer households. Land reform 

(ceilings regulation) benefits are assumed to go to agricultural 

labourers and households with less than 2.5 acres of dry land. 

Finally general agricultural development expenditures are assumed 

to benefit agricultural households proportionate to their 

agricultural income. 

Distributed in this fashion to the households, 

expenditures under this head benefit the low and high income 

social groups relatively more than the others. This is because 

while the special group (say agricultural labourer, small farmer 

and marginal farmer) oriented schemes benefit the socially 

bacbvard groups the general agricultural development 

expenditures are pro-socially fOf\vard groups because of their 

ownership of agricultural land. The' beneficial nature of the 

special programmes is due to the fact that the proportion of 

agricultural labourer households among the SCs, STs, BC's and 

BTs is higher than among the other social groups. 
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Given the skewed original income distribution, 

the relative benefits (as shown through the effective rates) 

are higher for the low income groups which are socially 

backward also. Due to this, the decline in the post-fisc Gini 

coefficient is large compared to that under many other economic 

services. The average absolute benefits show a decline across 

the social groups as indicated by the negative sign for the 

elasticity coefficient. 

(iv) Food 

Effective Gini coefficient (~ 100) Elasticity 
Social Group rate Pre-fisc Post-fisc cae f ficient 

(x 10000) 

BCs/BTs (-) 13.74 
SCs/STs (-) 14.82 
Vokkaligas (-) 6.10 
Non-Hindus (-) 8.56 
Brahmins (-) 4.67 
Lingayats (-) 6.33 
Other Hindu Castes (-) 4.89 

0.24+ Average (-) 8.44 21.97 21.99 

+ Signi ficant at 1 per cent level. 

Note: We have used the re£,ression analysis taking the net 
burdens as net benefits. 

The benefits from the supply of foodgrains and 

other essential goods through the public distribution system 
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(fair price shops) are regressive. The negative sions for the 

effective rates should be interpreted with care. The net receipts 

are due to the fact that the cost of supplying foodgrains is 

less than what the State Food and Civil Supplies Department 

charges the consumers for the same. We h:we shown earlier 

that inspite of these net receipts the ration card holders will 

benefit from the supply of goods through the fair price shops 

(see section 8.1.4, v). In such a context this ret;ressive incidence 

pattern (ignoring the negative signs of the effective rates) 

indicates pro-poor bias which is beneficial to the socially back ward 

groups. We have applied the rebression analysis by considering 

net inflows into the state government budget as net outflows. 

(v) Animal Husbandry 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

47.52 
37.53 
30.65 
10.23 
2.89 

17.34 
9.62 

22.25 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.93 

+ Significant at 1 per cent level. 

Elasticity 
coe f ficient 
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Benefits in absolute amounts are large for the 

two Hindu forward castes of the Vokkaligas and the LingGyats. 

But given the very low income levels, the socially back ward 

households have large effective rates. This regressive benefit 

pattern is also to some extent due to the implementation of 

the Integrated Rural Development Progranlloe which is csscnt ially 

in the nature of supplying milch cattle to the socially and 

economically backward households. This is so because our 
household 

distributive series is one that of/ownership of livestock (cattle). 

The post-fisc Gini coefficient shows a relatively large decline 

of 0.18 per cent. The elasticity coefficient is statistically 

significant at 1 per cent level. 

(vi) Forest 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

NA = Not applicable. 

Effective 
rate 

(x 10000) 

86.71 
56.96 
4.38 

{-)45.68 
(-)73.05 
(-)19.41 
(-)51.91 
(-) 6.00 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.82 

Elasticity 
coefficient 

NA 
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The mixed pattern of positive and negative effective 

rates of (net) expenditures under this head of account is a 

result of distributing the receipts and expenditures separately 

by different distributive series. The 'receipts' from the sale 

of timber have been distributed by household income. The 

'expenditures' on conservation of forests have been allocated 

on per capita basis to the rural households since they can be 

expected to procure fodder and firewoocl from the forests in 

the state. 

The two distributive series together lead to net 

benefits to the low income social groups since their population 

is relatively large in rural areas. At the same time the socially 

and economically forward social groups have net burdens under 

this major head. This is because we have distributed the receipts 

under this major head proportionate to household income. 

In effect the expenditures on forest development/conservation 

are beneficial to the socially backward (caste) groups. This 

pro-poor benefit pattern is also indicated by a 0.68 per cent 

decline in the post-fisc Gini coefficient. With some households 
lOfT linear 

having net benefits and others net burdens theJrq;ression analysis 

is not applicable. 
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(vii) Community Development 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate G!~~o~Uici~~~ (x 100) Elasticity 

(x 10000) Pre-fisc Post-fisc- coefficient 

296.94 
484.42 
161.36 
57.20 

5.65 
37.22 
23.25 

152.29 21.97 21.50 

+ Significant at 1 per cent level. 

Redistribution through Community Development 

is the largest compared to redistribution through the various 

economic services. Regressive incidence of the expenditures 

under this head is because of the clear pro-poor bias of the 

programmes under this major head. Since they are beneficial 

to the economically weaker sections of the rural society, their 

influence on the incomes of the socially backward groups is 

also very high as can be seen in the pattern of effective rates. 

Except for the applied nutrition program me, 

expenditures under other minor heads of Community Development 

like Janata housing, drought-prone area programme and national 

rural employment programme in terms of absolute benefits 
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accrue mainly to the SC, ST, BC and BT households. Benefits 

from the mid-day meal scheme (applied nutrition programme) 

are found to accrue more to the lingayats and the Vokkaligas 

in absolute terms. But relative to household incomes (effective 

rates) these benefits are high for SC, ST, BC and BT households 

because of their low income levels. Thus relative to household 

incomes these expenditures are pro-poor. 

Benefits of expenditures on Janata housing scheme 

are the largest for the SC and ST households. But interestingly 

we find that the Lingayats also enjoy some of these benefits) 

though to a limited extent only. Siiililarly, distributed to 

agricultural labourer, small farmer and marginal farmer households 

expenditures on drought relief (including NREP expenditures) 

are in favour of the socially backward groups. This flows from 

the fact that the SC and ST households in rural Karnataka 

I1..re mostly either agricultural labourers or marginal farmers. 

In the case of expenditures on rural water supply 

schemes absolute benefits to the VokkaJigas are on par with 

those for the socially forward communities. Thus although 

economically they are behind the other socially forward 

communities (say, the Lingayats and the Brahmins) in terms 
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of consumption of drinking water their social 

forward community is evident. 

status as a 

(viii) Road and Water Transport Services 

Effective 
Gi_ni coefficient (x ] 00) Social Group rate Elasticity 

(x ] 0000) rre-fls-c-Pust-fisc- coefficient 

BCs/BTs 33.24 
SCs/STs 32.82 
VokkaIigas 19.70 
Non-Hindus 14.58 
Brahmins 8.38 
Lingayats 14.85 
Other Hindu Castes ]0.78 
Average ) 9.19 2 ).97 21.95 0.09+ 

+ Significant at 1 per cent level. 

The incidence of these expenditures is regressive. 

This is mainly because of the expenditure under the minor 

head 'road transport' which has been distributed on per capita 

basis. This distributive series gives rise to a regressive incidence 

pattern because the proportion of population in the socially 

backward groups is much higher than the total state income 

accruing to them. This minor head accounts for nearly 90 
under this major head. Thus the expenditure 

per cent of the expenditure/ on the other minor head of acquiring 

contract carriages even when distributed only to households 

with annual incomes above Rs.35,OOO it does not make the 
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expenditure under this major head progressi vee The 

third group of expenditures is on inland \\.1ter translJort 

services. These have been distributed by household income 

since we could not develop any appropriate distributive series. 

Judged by the effective rate patterns the following 

head5 of account have progressive incidence. They are Dairy 

Development, Fisheries and Civil Aviation. 

Ox) Dairy Development 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate 

(x 10000) Pre-fisc Post-fisc 

0.66 
1.46 
4.70 
5.79 

17.21 
4.22 
4.72 
5.54 21.97 21.98 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 

For allocating the expenditures on dairy development 

to the state households we have used two distributive series 

simultaneously under the standard assumptions. When we have 

allocated the expenditures on rural dairies to the households 

selling milk to the Milk Producers' Co-operative Societies 
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(which in turn feed the rural dairies or milk collection centres) 

we find that the beneficiaries are mostly from the socially 

forward communities, especially the Vokkaligas followed by 

the Lingayats. Regarding the urban milk supply scheme the 

Brahmins, the non-Hindus and the Other Hindu Castes are the 

main beneficiaries. 

But given that urban dairy schemes account for 

more than 95 per cent of the expenditure under this major 

head we find that the non-Hindus and the Brahmins are the 

biggest beneficiaries of these expenditures followed by the 

Other Hindu Caste households. \"ie can also find a clear 

distinction between the socially and economically backward 

groups (the BCs, BTs, SCs and STs) and the rest. Thus it 

may be reasonably interpreted that dairy development will 

increase income inequality through progressive benefit flows 

to the socially forward groups. A very large effective rate 

for the Brahmins may be because being mostly vegetarians 

at home they consume more milk than the others. The progressive 

incidence is reflected in an increase in the post-fisc Gini 

coefficient as well as in a greater than unity elasticity 

coefficient. 



(x) fisheries 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 
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Effective 
rate Gini coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

1.65 
3.19 
4.52 
3.69 
4.80 
3.66 
5.63 
3.88 21.97 21.98 

++ Significant at 5 per cent level. 

Elasticity 
coefficient 

The benefits under this major head are nearly 

proportional with the households belonging to Other Hindu Castes 

having the largest effective rate. This is a result of distributing 

the expenditure on 'deep sea fisheries' only to households with 

annual income--s above Rs.35,OOO. Such expendi ture accrues 

mainly to the Other Hindu Caste households which explains 

why the effective rate for them is the largest although the 

incidence of expenditure under this major head is nearly 

proportional across the other social groups. All the other 
under this major head 

expenditures / have been distributed proportionate to household 

income since no appropriate distributive series could be developed 

for their allocation on the basis of our household survey data. 

The elasticity coefficient indicates high progressive incidence 

of these expenditures. 



(xi) Civil Aviation 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other 11indu Castes 
Average 
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Effective 
rate Gini coefficient __ ~LQQl. Elasticity 

(x 10000) Pre-fisc Post-fisc (x co-

0.04 
0.20 
0.22 
0.32 
0.43 
0.21 
0.26 
0.24 21.97 

efficient) 

21.98 

++ Significant at 5 per cent level. 

The expenditures on civil aviation facilities are 

in favour of the socially forward groups, especially the Brahmins 

and the non-Hindus when we have distributed these expenditures 

by urban household income. The elasticity coefficient clearly 

indicates the pro-rich nature of these expenditures though it 

is statistically significant only at 5 per cent level. 

Some economic services do not exhibit either 

definite progressive or regressive incidence patterns. They 

are Co-operation; r-..:Inor Irrigation, Soil and \Vater Conservation 

and Area Development; Industries, Mines and t\iim:rals etc.; 

Village and Small Industries; Water and Power Development 

Services; Irrigation, Navigation, Drainage and Flood Control 
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Projects; Power Projects; Ports, Lighthouses and Shipping; 

Roads and Bridges and Tourism. 

(xii) Co-operation 

Social Group 
Effective 

rate Q~nL_co~!ljs:icnt (x 100) EI<lsticity 
(x 10000) Pre-fisc pOst~-fisc- coefficient 

BCs/BTs 44.66 
SCs/STs 26.98 
Vokk3Jigas 35.49 
Non-Hindus 15.82 
Brahmins 15.19 
Lingayats 38.46 
Other Hindu Castes 20.46 
Average 28.15 21.97 21.96 

+++ Significant at 10 per cent level. 

The effective rates of expenditures under the 

major head Co-operation do not follow any definite pattern. 

The effective rates for the non-Hindus and the Brahmins are 

the smallest. This may partly be due to our household sample 

which has covered mainly the rural co-operatives. Although 

some households have reported having membership in urban 

co-operatives, their number is small. It is interesting to note 

that the effective rates for the Vokka1i&as and the Lingayats 

are very similar in magnitude. 
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A very large effective rate for the BC and BT 

households is encouraging in redistributional terms. But It 

is a result of very low household incomes rather than due to 

high participation in co-operative society membership. The 

absolute benefits to these households in fact are lower than 

those to any other social group. Due to this 111 ixed pat tern 

of benefit flows, the post-fisc Gini coefficient declines marginally, 

by 0.05 per cent only. This mildly regressive incidence may 

turn progressive if we take into account the magnitude of 

loan assistance received by households in different social groups. 

The elasticity coefficient is statistically significant at 10 per 

cent level. 

(xiii) Minor Irrigation, Soil and \Vater Conservation and 

Area Development 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

++++ Not signi ficant 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

83.40 
67.24 

124.11 
27.08 
52.55 

104.24 
70.56 
75.60 21.97 21.97 

even at 10 per cent level. 

Elasticity 
coefficient 

0.74++++ 
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Expenditures under these heads of account have 

a mixed effective rate pattern. Expenditures under Minor 

Irrigation have been distributed by household ownership of irrigated 

land. All the other expenditures have been allocated by household 

ownership of agricultural land (irrigated as well as ullirrigated). 

The Vokkaligas and the Lingayats given their ownership of 

irrigated land enjoy large benefits from expenditures on 'Minor 

Irrigation'. The large effective rates for the BC, BT, SC and 

ST households are of some interest. This is due to their generally 

very low income levels but at the sametime ownership of some 

agricultural land, mostly dry. Given this mixed pattern of 

benefits, there is no change in the inequality of household 

incomes in the post-fisc situation. 

(xiv) Industries, Mines and t,1inerals etc. 

Social Group 
Effective Gini coefficient (x 100) 

rate Pre-fisc Post-fisc 
(x 10000) 

BCs/BTs 19.39 
SCs/STs 36.51 
VokkaJigas 13.51 
Non-Hindus 34.10 
Brahmins 33.30 
Lingayats 18.42 
Other Hindu Castes 20.0'3 
Average 25.04 21.97 21.97 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 
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(xv) Village and Small Industries 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate Gini coefficient (x 100) Elasticity 

(x 10000) Pre-fisc Post-fisc- coefficient 

23.96 
45.09 
16.69 
.i2.12 
41.14 
22.75 
24.74 
30.93 21.97 21.97 

++++ Not significant even at 10 per cent level. 

We have applied the same distributive series of 

households employed in industries (public and private) to 

distribute the expenditures under these two heads. The effective 

rates of expenditures do not show any definite pattern. The 

post-fisc Gini coefficients do not change at all. This proportional 

incidence has also been indicated by the elasticity coefficients. 

We find that in the case of the Brahmins, the non-Hindus and 

the SC and ST households effective rates are larger than the 

average effective rate. The larger than the average effective 

rate for the Brahmins (and the non-Hindus) may be due to 

their employment in the industrial sector in the middle and 

high cadre positions. In the case of the SCs and STs it may 

be because they are employed more in low cadre industrial 
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jobs partly helped by the job reservation policy of the state 

government in government industries. 

(xvi) Water and Power Development Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkalibas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate Gini ~_oefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

2.96 
4.15 
5.82 
1.89 
4.08 
4.16 
3.52 
3.80 21.97 21.96 

++++ Not significant even at 10 per cent level. 

Expenditures on water development 

Elusticity 
coefficient 

0.96++++ 

services 

contribute towards pro-rich redistribution mainly because we 

have allocated them by household ownership of irrigated land. 

They accrue to the economically and socially forward groups. 

Larger than the average effective rate for the SC and ST 

households is due to their employment (presumably in lower 

cadres) in the industrial sector which accounts for about 80 

per cent of total electric power consumed in the state of 

Karnataka. Domestic electricity consumption o1the other 

hand is in favour of the socially and economically forward 
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groups. Given this mixed pattern of benefit flows. effective 

rates for many of the social groups are close to the average 

effective rate. Thus the ° °d f mCl ence 0 these expenditures is 

proportional. 

(xvii) Irrigation. Navigation, Drainage and flood Control Projects 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate Gini coefficic:nt (x 100) 

(x 10000) Pre-fisc Post-fisc 

205.36 
265.56 
484.07 
108.24 
264.28 
327.62 
265.40 
274.36 21.97 21.99 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

Effective rates of expenditures on these services 

indicate that the VokkaJiga and the Lingayat communities benefit 

most from these services. The VokkaJiga community has the 

largest effective rate since they are predominantly resident 
larger 

in southern Karnataka which has a L area with assured irrigation 
the 

facilities than .LJ1orthern Karnataka. Effective rates for all 

the other social groups are fairly close to one another. This 

may be because with the exception of the traditionally landed 
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classes of the Vokkaligas and the Llngayats, all the other social 

groups have ownership over irrigated land pro port ion ate 

to their general economic status. This may be because within 

each social group there are some rich households owning irrigated 

land. 

Navigation, Drainage and Flood Control Projects 

related expenditures have been distributed by household income 

and thus their incidence is proportional. The post-fisc Gini 

coefficient increases indicating the pro-socially forward group 
asa whole. 

benefit flows of these expenditures. / This increase may not 

be taken as very large because the elasticity coefficient is 

statistically not significant even at 10 per cent level. 

(xviii) Power Projects 

Effective Gini coefficient (x 100) Elasticity Social Group rate Pre-fisc Post-fisc coefficient (x 10000) 

BCs/BTs 73.06 
SCs/STs 129.40 
Vokkaligas 59.35 
Non-Hindus 127.30 
Brahmins 153.53 
Lingayats 80.36 
Other Hindu Castes 78.42 

0.89++++ Average 100.20 21.97 21.96 

++++ Not significant even at 10 per cent level. 
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The flow of benefits under this major head is 

pro-socially forward groups, in absolute amounts. The 

non-Hindus and the Brahmins have large effective rates possibly 

because of their urban residential pattern and the CS)I1sumption 
Iar~ 

of electricity for domestic purposes v .. hich is still / an urban 

phenomenon. 

The differences in the effective rates are also 

partly due to the household occupational structure. Nearly 

80 per cent of electric power in the state is consumed by 

the industrial sector. Households employed in industries are 

direct beneficiaries of these expenditures. Because of this, 

the SC and ST participation in industry, although presumably 

with low salaries gives them a large effective rate. 

With this mixed pattern of benefits, the incidence 

of expenditures under this major head is in favour of the 

socially backward groups, marginally. The elasticity coefficient 
even 

is statistically not significan~ at 10 per cent level. 

(xix) Ports, Lighthouses and Shipping 

Since no relevant distributive series could be 

developed, we have allocated these expenditures by household 
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income. Thus their incidence is proportional by assumption. 

Information on the incidence of this expenditure 

head has been given in the following table. 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective 
Gini coefficient (x 10-.9l Elasticity 

(x r~~~OO) Pre-fisc Post-fisc coefficient 

3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 
3.20 21.97 21.97 * 1.00 

(xx) Roads and Bridges 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

++++ Not signi ficant 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

52.40 
85.20 
93.03 
80.18 

10S.81 
82.25 
71.25 
81.87 21.97 21.97 

even at 10 per cent level. 

Elasticity 
coefficient 

1.20++++ 
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The near proportional incidence of expenditures 

under Roads and Bridges is because we have used three 

distributive series to allocate these expenditures to the state 

households. They reflect the direct and indirect beneficiaries 

of these facilities. 

The direct beneficiaries of expenditL s on roads are the owners 

of motor vehicles meant for personal use and the households 

using public/private transport facilities to commute to different 

places. On the basis of the distribution of different types 

of registered vehicles in the state, we have distributed 70 

per cent of the expenditure under this major head by private 

motor vehicle ownership, 20 per cent by vehicles meant for 

transporting goods and the rest (10 per cent) by passenger 

carriers. The distributive series for the last two are household 

consumption expenditure and household per capita, respectively. 

The benefits assumed to be enjoyed by the owners 

of private motor vehicles are pro-socially forward groups. 

Expenditures on vehicles meant for transporting goods benefit 

the socially and economically backward groups relatively more 

because of the differences in the consumption expenditures 

It.elative to household incomes. Similarly, expenditures assigned 

to passenger carriers have been more beneficial to the low 

income social groups due to the large size of families in these 
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groups. Given this mixed pat tern of benefits, both the 

post-fisc Gini and the elasticity coefficients indicate proportional 

incidence of these expenditures. 

(xxi) Tourism 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective 
rate Gini coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 
3.06 21.97 21.97 

Elasticity 
coefficient 

* 1.00 

Incidence of these expenditures is proportional 

since we have distributed them by household income. We could 

not collect any data on household use of facilities for the 

tourists provided by the state government. 

(xxii) Overall Incidence of Economic Services 

The incidence of all economic services taken together 

is in favour of the socially backward groups. Interestingly, 
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even the Vokkaligas have an effective rate large1than the average 

effective rate. The non-Hindus have the smallest effective 

rate. Redistribution to low income social groups takes place 

mainly through expenditures on Community Development and 

Agriculture. ThiS is because the program mes under these heads 

are specially oriented for the benefit of SOCially and economically 

weaker sections of the society. 

Moreover even when the expenditure programmes 

are based on the income criterion for the selection of beneficiaries 

and are not exclusively oriented for the benefit of the PC, 

BT, SC and ST households, these programmes prove to be 

beneficial to them because generally these households are 

economically poor as well. It should be noted that among 

the SOCially forward groups the Lingayats are the single largest 

beneficiaries of redistribution through economic services, with 

the exception of the VokkaJigas. Redistribution through economic 

services is lower than through social and community services 

(see section 8.3.3, xv). This may be because not many economic 

services are implemented on the basis of the redistributive 

objective. 

Information on the incidence of econo.nic services 
whole 

as a L has been given in the following table. 
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Effective 
Gini coefficient (x 100) Social Group rate Elasticity 

(x 10000) Pre-fisc Post-fisc- coefficient 

BCs/STs 1184.92 
SCs/STs 1475.72 
Vokkaligas 1182.35 
Non-Hindus 536.48 
Brahmins 666.53 
Lingayats 839.16 
Other Hindu Castes 627.19 
Average 930.34 21.97 21.15 0.42+ 

+ Signi fkant at 1 per cent level. 

8.3.5 Other Receipts and Expenditures 

Under Other Receipts and Expenditures we have 

classified all such heads of account which cannot be placed 

under any of the four services described above i.e., general, 

administrative, social and community and economic services. 

(i) Interest Receipts/Payments 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) Elasticity 
rate Pre-fisc Post-fisc coefficient 

(x 10000) 

(-) 138.79 
{-}122.52 
(-) 159.58 
{-)141.15 
(-)124.58 
{-)148.30 
(-) 143.53 
{-} 139.78 21.97 21.94 0.96++++ 

++++ I'\ot significant even at 10 per cent level. 

Note We have used the regression analysis taking the net 
burdens as net benefits. 
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The effective rates of expenditures under this 

major hcad do not vary greatly across the social groups. The 

effective rates are only marginally larger for the socially forward 

groups as against those for the other socially backward groups. 

This is because in terms of mcmbership in co-operative societies, 

crop and other land ir.1prove:l1cnt loans taken, loans repaid 

by civil servants and interest paid by the state government 

to civil servants on employee provident funds which are the 

four important distributive series used under this major head, 

th~enefits/burdens relative to household income-s are nearly 

constant across the social groups. 

It should be noted that the distributive series 

are not derived using the intensity of household use of the 

respective variable say, the amount of crop loan taken. We 

have taken into account only the household participation in 

a varaible say, whether the household has taken a crop loan 

or not J during 1981-82. The near constancy in the effective 

rates is supported by the ma(;nitude of the post-fisc Gini 

coefficient and a near to unity elasticity coefficient. 



492 

(ii) Pensions and Other Retirement Benefits 

Soci al Group 
Effective 

rate GinL coefficient (x 100) Elasticity 
(x 10000) Pre-fisc Post-fiSC- coefficient 

ResISTs 47.45 
SCs/STs 89.27 
VokkaJigas 98.95 
Non-Hindus 78.36 
Brahmins 252.94 
Lingayats 38.55 
Other Hindu Castes 65.19 
Average 95.82 21.97 21.95 0.96++++ 

++++ Not significant even at 10 per cent level. 

In the case of these expenditures which have been 

allocated to retired civil servant households, the large effective 

rate for the Brahmins is due to their general occupational 

structure. The large effective rate for the SC and ST households 

is of some interest. This is because a,llong the retired civil 

servant households (taking into account all cadres of civil 

servants) the SC and ST households are the third largest group 

behind the Brahmins and the Other Hindu Castes. Even then 

their gross inCOIlles are far below those of the other two soci<:llly 

forward groups. These low household inconles but high proportion 

of employment in government service alay be due to the 

caste-wise job reservation policy of the state governr.lent 

especially in the lower cadres of the state government service. 
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With this flow of benefits to low as well as high income groups, 

the post-fisc Gini coefficient declines. But the elasticity 

coef ficient is not statistically significant even at 10 per cent 

level. 

(iii) ~\1iscellaneous General Services 

Social Group 
Effective 

rate Gini coefficient (x 100) Elnsticity 
(x 10000) Pre":Ti"SC--Post-fisc- coefficient 

BCs/BTs 
SC/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

(-}15.98 
(-}16.19 
(-)10.80 
(-) 7.63 
(-) 5.88 
(-) 8.32 
(-) 6.67 
(-)10.21 21.97 21.99 

+ Signi ficant at 1 per cent level. 

Note: We have used the regression analysis taking the net 
burdens as net benefit~ 

The negative signs for the effective rates under 

this major head are due to net receipts from 'state lotteries' 

and 'liquor trading'. The other miscellaneous expencitures 

have been distributed by household income. The effective 

rates are larger for the socially backward households because 

of their high expenditure on intoxicants relative to their incomes. 
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Though the other minor head 'state lotteries' allocates greater 

burden to the higher income social groups, the regressive incidence 

of receipts from liquor trading over-rides this progressive 

incidence. Consequently, the post-fisc income distribution is 

more unfavourable for the socially backward households. We 

have applied the regression analysis by taking the mean net 
net 

burdens to state households as mean/ benefits. 

(iv) Compensations and Assignments to Local Bodies 

Social Group 
Effective Gini coefficient (x 100) Elasticity 

rate Pre-fisc-Post-fisc coefficient 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

(x 10000) 

54.32 
115.09 
46.37 

107.27 
77.95 
42.55 
52.03 
70.80 21.97 

++ Significant at 5 per cent level. 

The state government 

21.91 

distributes grants-in-aid 

to the local bodies, both rural and urban, from the receipts 
are 

of certain taxes which have a local base but L collected by the 

state government for reasons of econom ies of scale. Land 

revenue, . t tax, entry tax etc., are such taxes. entertammen 
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Under the standard distributive series, we have distributed 

these expenditures to the households on per capita basis both 

in urban and rural areas. 

Since a major proportion of these grants-in-aid 

(nearly 70 per cent) go to the urban local bodies, the urban 

social group-wise population proportions get greater weightage 

than in the case of the rural population. Due to this we find 

that the Vokkaligas and the Lingayattave smaller effective 

rates than the non-Hindus and the Brah:l1ins. ~ear equality 

in the effective rates for the Lingayats and the Vokkaligas 

indicates that the Lingayats are more numerous than the 

Vokkaligas in the urban areas. Thus the benefits from urban 

amenities can be assumed to be hi;her for the Lingayats. 

A very large effective rate for the SC and ST 

households is mainly due to their low income levels since absolute 

benefits are in favour of the SOCially forward groups. On the 

whole there is no continuously decreasing or increasing pattern 

of effective rates. The post-fisc Gini coefficient declines 

b 0 27 per cent The elasticity coefficient is statistically y • • 

significant at 5 per cent level. 
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(v) Investments in Agricultural Financial Institutions 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

0.31 
0.09 
0.11 
0.07 
0.02 
0.22 
0.12 
0.13 

Gin~coefficienux_JOO) Elasticity 
Pre-fisc Post-fisc coefficient 

2 ].97 21.97 0.20++++ 

++++ Not significant even at 10 per cent level. 

These The expenditures are investments in Regional Rural 

Banks (Grameena Banks). Since we were unable to develop 

a profile of households who had received assistance from these 

banks, we had used the. proxy distributive series of crop and 

other land improvement loans taken by the households during 

1981-82. The distributive series used by us ignores the differences 

in the magnitudes of loans taken and thus assigns equal weighv., 

to all households who had taken these loans. The effective 

rates have no definite incidence pattern. The post-fisc income 

distribution is unaffected. Thcflasticity coefficient of 0.20 

is statistically not significant even at ]0 per cent level. 
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(vi) Investments in Industrial Financial Institutions 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumptions" 

Effective 
rate Gini <:Qelficient (x 100) Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 
2.33 21.97 21.97 * 1.00 

The incidence of these expenditures is proportional 

by assumption. 

(vii) Loans to Government Servants 

Social Group 
Effective Gini coefficient (x 100) 

rate P f" P f" (x 10000) re- ISC ost- ISC 

BCs/BTs 18.21 
SCs/STs 31.36 
VokkaJigas 8.45 
Non-!-findus 15.03 
Brahmins 28.89 
Lingayats 9.86 
Other Hindu Castes 13.21 
Average 17.86 21.97 21.96 

++++ Not signi ficant even at 10 per cent level. 

Elasticity 
coefficient 

0.80++++ 



498 

Loans to civil servants show a redistributive 

pattern in favour of the low income social groups. This may 

be because we did not take into account inter-household 
in 

differences 1. of the magnitude of loans taken by the households 

and thus assign equal weights to all state government employee 

households. The SC and ST households being mainly employed 

in the low income cadres receive equal weight as the socially 

forward communities who have a greater share of jobs in high 

civil service cadres. But the pro-poor benefit flow may not 

be large as shown by a statistically not sibl1ificant elasticity 

coefficient (even at 10 per cent level.). 

(viii) kliscellaneous Loans 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption 

Effective Gini coeffiCient {x 100} 
rate Pre-fisc Post-fisc 

(x 10000) 

0.53 
0.53 
0.53 
0.53 
0.53 
0.53 
0.53 
0.53 21.97 21.97 

Elasticity 
coefficient 

* 1.00 
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Ox) Overall Incidence of Other Receipts and Expenditures 

Social Group 
Effective 

rate 
(x 10000) 

Gini ~_o.efficiellt (x I qQL Elz:sticity 
Pre-fisc Post-fisc coefficient 

-----------------------------
RCs/STs 
SCs/STs 
Vokkaligas 
Non-I·li ndus 
Brahmins 
Lint;ayats 
Other Hindu Castes 
Average 

NA = Not applic3ble. 

-31.62 
99.96 

- 13.64 
54.81 

232.20 
-62.58 
-16.79 
37.48 21.97 21.85 NA 

The overall incidence of eXjJcnditures under various 

major heads of Other Receipts and Expenditures is in favour 

of the non-Pindus, the Brahmins and the SCs and STs. The 

Lingayats are the biggest contributors towards this redistributive 

process. Benefits to the Brahr:1in, the non-~-Hndu, the SC and 

ST households accrue rnainly through pensions to retired civil servants. 

An inference that is obvious from this analysis is 

that the caste-wise reservation policy of the state government 

is redistributive and it can have a positive role in brin;ing down 

income inequalities. f'ut it should be remeli1bered that the lower 

caste households are e;nployed mostly in the lower cadre jobs, 

a fact which has been recognised but not given any weit,htage 

in our study. Redistribution across the social groups is higher 

than that across the deciles as shown by the changes in the 

respective post-fisc Gini coefficients. The regression analysis 

is not applicable since some household groups have net burdens 

and others net benefits (see section 8.1.5, ix for results under 

decile-wise distribution of household incomes). 
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8.4 Expenditure Incidence by Social Groups and Alternative 

Assumptions 

8.4.1 General Services 

(i) State Legislature 

Social Group 

BCs/RTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
Gini cocfficienu_x_IOO) Elasticity 

rate Pre-fisc Post-fisc coefficient (x 10000) 

6.78 
6.53 
3.71 
2.74 
1.36 
2.80 
1.76 
3.67 21.97 19.50 

+ Signi ficant at 1 per cent level. 

(ii) Governor 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) Elasticity 
rate) Pre-fisc Post-fisc coefficient 

(x 10000 

0.87 
0.84 
0.48 
0.35 
0.17 
0.36 
O. '1.3 
0.47 21.97 19.50 0.05+ . 

+ Signi ficant at 1 per cent level. 
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(iii) Council of Ministers 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
l'\on-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate Gini coefficient (~_l0.i!l. Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

3.08 
2.97 
1.69 
1.25 
0.62 
1.27 
0.80 
1.67 21.97 19.50 

+ Significant at 1 per cent level. 

(iv) Administration of Justice 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective G" ff" (100) EI rate Inl COl:, IClent x ,__ asticity 
(x 10000) Pre-fisc Post-fisc coefficient 

31.99 
30.82 
17.49 
12.94 
6.41 

13.21 
8.32 

17.31 21.97 19.50 

+ Signi ficant at 1 per cent level. 
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(v) Overall Incidence of General Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective .. 
rate GIn! coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

52.80 
52.66 
30.08 
21.22 
12.68 
22.37 
14.75 
29.51 21.97 19.56 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

We hav1used alternative distributive series in the 

case of expenditures under the major heads of State Legislature, 

Governor, Council of I\linisters and Adr:linistration of Justice. 

The use of per capita as the distributive series improves the 

redistributive role of general services. This is so since the 

absolute benefits from administrative, social and community 

and economic services accrue .more to the socially forward 

groups under the standard assumptions (but not relative benefits 

or effective rates). 

Under the per capita distributive series such 

variations in the distribution of benefits from general services 

are ignored and the populations of different social groups have 
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been given greater weightage. Given the very low incomes 

but at the same time large population of socially b3ckward 

groups in the state, redistribution of incomes takes place in 

favour of these social groups. This redistribution is largc~than 

that under the standard assumptions (see section 8.3.1, vii). 

For the general services as a whole the elasticity coefficients 

are 0.19 and 0.07 under the standard and alternative assumptions, 

respectively. 

8.4.2 Administrative Services 

(i) Police 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Ungayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective Gini coefficient (x 100) 
rate -----pre-fisc Post-fisc 

(x 10000) 

68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 
68.29 21.97 21.97 

EI3sticity 
coefficient 

* 1.00 



(ii) ] ails 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 
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Effective . 
rate Gmi coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

3.13 
3.13 
3.13 
3.13 
3.13 
3.13 
3.13 
3.13 21.97 21.97 

Elasticity 
coefficient 

* 1.00 

Incidence of the expenditures under Police and 

] ails is proportional when we have used household income as 

the alternative distributive series We have used this distributive 

series on the assumption that higher the income property 

of a household 1 greater will be the usefulness for it of the 

maintenance of law and order and controlling of the anti-social 

elements in the society. 

(iii) Fire Protection and Control 

Incidence of expenditures under this head is 

progressive compared to the near proportional incidence under 

the standard assumptions (see section 8.3.2, ix). This is because 

urban household income distribution (alternative distributive 
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series) is more favourable to the socially forward households 

than urban property ownership (standard distributive series). 

Information on the incidence of this 

expenditure head has been given in the following table. 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hinc'u Castes 
Average 

Effective GO ° ffo ° (100) 
t 1111 coe IClent x 

ra e P fO P fO (x 10000) re- ISC ost- ISC 

0.24 
1.35 
1.41 
2.07 
2.77 
1.36 
1.64 
1.55 21.97 21.98 

++ Significant at 5 per cent level. 

(iv) Overall Incidence of Administrative Services 

Social Group 

BCs/BTS 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

162.39 
178.48 
134.94 
109.08 
113.22 
115.85 
106.81 
131.54 21.97 21.12 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Elasticity 
coefficient 



506 

The reduction in the regressive incidence of 

administrative services under the alternative distributive series 

is due to the method of distributing the expenditures on Police 

and Jails proportionate to household income. The post-fisc 

Gini coefficient under alternative assumptions is nearer to 

the pre-fisc Gini coefficient than under the standard assumptions. 

This reduction in regression incidence is reflected in the !lla.;nitud~ 

of elasticity coefficients also (see section 8.3.2, xi). 

8.4.3 Social and Community Services 

We have used alternative distributive series for 

allocating expenditures under the following major heads to 

the state households. They are: Art and Culture; Family 

Welfare; Urban Development and Other Social and Community 

Services. 

(i) Art and Culture 

Effective Gini coefficient (x 100) Elasticity 
Social Group rate Pre-fisc Post-fisc coefficient (x 10000) 

BCs/BTs 3.36 
SCs/STs 2.85 
VokkaJigas 3.21 
Non-Hindus 3.69 
Brahmins 6.89 
Lingayats 4.09 
Other Hindu Castes 4.13 

21.98 1.38++ Average 4.03 21.97 

+ + Significant at 5 per cent level. 
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Alternative assumptions make the incidence of 

expenditures under Art and Culture less probrcssive than under 

the standard assumptions. This is because we have distributed 

expenditures other than those on public libraries proportionate 

to household income under the alternative assumptions. We 

have used this distributive series since we could not collect 

any data on household participation in the programmes aimed 

at spreading Kannada language and culture. To avoid any 

distributional bias in our estimates, the alternative distributive 

series has been used. But given that the membership in and 

use of public libraries is in favour of the socially forward groups, 

redistribution takes place in their favour. This is reflected 

in an increase in the post-fisc Gini coefficient and also in 

a greater than unity elasticity coefficient which is statistically 

signi ficant at 5 per cent level. 

(ii) Family Welfare 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

41.21 
33.70 
20.62 
15.26 
7.53 

16.77 
9.77 

20.70 21.97 21.94 

+ Signi ficant at 1 per cent level. 

Elasticity 
coefficient 
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The regressive incidence of expenditures under 

Family Welfare continues even under the alternative assumptions 

when we have used secondary data to distribute these expenditures. 

But the regressive ness is lower than that under the standard 

assumptions (see section 8.3.3, v). 

(iii) Urban Development 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

3.02 
9.74 
5.11 

11.76 
16.30 
5.67 
6.95 
8.36 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.97 

++++ Not significant even at 10 per cent level. 

Elasticity 
coefficient 

1.53++++ 

As under the standard assu:nptions (of using per 

capita distributive series) the effective rates follow a near 

inverted 'U" pattern even under the alternative assumptions 

(of using a composite index of household use of urban civic 

amenities). The Brahmins and the non-Hindus are the biggest 

beneficiaries of these expenditures. In the case of the SC 

and ST households the effective rates show a decline under 
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the alternative distributive series. A similar change can be 

witnessed for the non-Hindus also. But the effective rate for 

the Brahmins is larger under the alternative distributive series. 
is 

This L reflection of the fact that urban civic amenities are 

not distributed equally among all the urban popUlation but in 

fact vary across different types of households, one of them 

being social groups. The post-fisc Gini coefficient increases 

marginally. Rut the elasticity coefficient is statistically not 

signi ficant even at 10 per cent level. 

(jv) Other Social and Community Services 

Social Group 
Effective Gini coefficient (x 100) 

rate Pre-fisc Post-fisc 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

(x 10000) 

0.56 
3.11 
3.28 
4.77 
6.39 
3.14 
3.78 
3.58 

++ Significant at 5 per cent level. 

21.97 21.98 

Elasticity 
coefficient 

The difference in the incidence patterns due to 

the use of distributive series of urban household income and 

per capita has been brought out when we have used urban 
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household income as the alternative distributive series to allocate 

the expenditures on public gardens and zoological parks. While 

the urban per capita distributive series (the standard assumption) 

is in favour of the socially and economically backward groups, 

the results are the opposite under the distributive series of 

urban household income. The post-fisc Gini coefficient increases 

marginally and the elasticity coefficient is statistically greater 

than unity at 5 per cent level. 

(v) Overall Incidence of Social and Community Services 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 

, Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate p f' P f' (x 10000) re- ISC ost- ISC 

1611.27 
1659.21 
817.85 
565.13 
417.64 
518.38 
400.47 
855.71 21.97 20.46 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

The use of alternative distributive series has reduced 

l'ncl'dence of these services when compared with the regressive 

d der the standard assumptions (see the regressive inci ence un 

) This may be attributed to the use of section 8.3.3, xv. 

household h alternatl've distributive series income as t e for 
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allocating a part of the expenditures on Art and Culture. 

Other Social and Community Services infact become pro&ressive 

under the alternative assumptions. Similarly the use of secondary 

data for distributing the expenditures under Family Welfare 

has reduced the regressive incidence of these expenditures. 

8.4.4 Economic Services 

The major heads of economic services which 

have been subjected to alternative distributive series are: Dairy 

Development; Community Development; Industries, I'dines 
etc.; 

and j,iinerals / Village and Small Industries; Water and Power 

Development Services; Power Projects and Roads and Bridges. 

(i) Dairy Development 

Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

0.75 
1.50 
3.35 
5.97 

17.74 
4.34 

. 4.78 
5.49 21.97 21.98 

++ Significant at 5 per cent level. 

Elasticity 
coeffiCient 
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The overall redistributive role of expenditures 

under Dairy Development is not in favour oJ the SC, ST, BC 

and BT households when we have distributed these expenditures 

to urban households dependent on government dairy rrdlk supply. 

This is because these households derive very little benefit from 

the government urban milk supply. Under both standard and 

alternative assumptions, the Brahmins are the single largest 

beneficiaries (see section 8.3.4, ix). The regression analysis 

shows that these expenditures can be highly progressive.' But 

the post-fisc Gini coefficient increases only marginally. 

(ii) Community Development 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

238.33 
410.73 
155.72 
57.37 
10.06 
51.21 
41·~1 

137.91 21.97 21.62 

+ Significant at 1 per cent level. 

Elasticity 
coefficient 

Given the unsettled question of who the actual 

f h N t " nal Rural Employment Programme beneficiaries 0 tea 10 
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are, we have distributed the expenditures under this programme 

alternatively by household income to rural households. This 

has resulted in a reduction in the pro-poor nature of the 

expenditures under Community Development. The c!usticity 

coefficients under the standard and alternative assumptions 

are H 1.56 and H 1.02, respectively. Both are statistically 

significant at 1 per cent level. 

(iii) Industries, t-.1ines and :-':inerals etc. 

Social Group 

Res/BTs 
SCsISTs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc (x 10000) 

24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 
24.27 21.97 21.97 

Elasticity 
coefficient 

* 1.00 
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(iv) Village and Small Industries 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

* By assumption. 

Effective .. 
rate GInt coefficient (x 100) 

(x 10000) Pre-fisc Post-fisc 

29.99 
29.99 
29.99 
29.99 
29.99 
29.99 
29.99 
29.99 21.97 21.97 

Ebsticity 
c(lcfficient 

* 1.00 

Expenditures under these two major heads have 

been allocated to state households proportionate to household 

incomes. This has been done because who the actual beneficiaries 

of the industrial develop;nent in the state are, can be interpreted 
is 

in different ways. One such interpretation/ households directly 

employed in industries. We have used that as our 5ldndard 

distributive series. We can also assume that the beneficiaries 

of these expenditures are the consumers of goods produced 

in the industrial sector. The actual consumption of industrial/ 

manufacture goods could not be found out through our sample 

survey. So we have assumed that higher the income of the 

household, greater would be its consumption of industrial/ 

manufacture goods. On this basis we have used household 
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income as the alternative distributive series. Thus the incidence 

of these expenditures is proportional. 

(v) Water and Power Development Services 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

2.90 
3.59 
6.09 
1.85 
3.80 
4.36 
3.61 
3.74 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.98 

++++ Not signi ficant even at 10 per cent level. 

Elasticity 
coef ficient 

1.01++++ 

\\le find that the differences in the redistributive 

roles of standard and alternative distributive series under this 

major head are very small. The alternative distributive series 

of allocating to the state households expenditures on that part 

of the electric power consumed by the industries in the state 

proportionate to household income does not change the 

redistributive nature of these expenditures drastically from 

that under the standard distributive series (or assumptions). 

rhis may partly be also because t;;';venc1itures under the minor 

head 'water development' account for nearly 80 per cent of 
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total expenditures under this major head. The elasticity 

coefficients indicate near proportional incidence of these 

expenditures under both standard and alternative distributive 

series. 

(vi) Power Projects 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

89.02 
89.18 
94.54 
95.22 

124.05 
99.50 
12-32-
97.69 

Gini coefficient (x 100) 
Pre·-fisc Post-fisc 

21.97 21.98 

++++ Not signi ficant even at 10 per cent level. 

Elasticity 
coefficient 

1.13++++ 

Benefits of expenditures under this major head 

continue to be nearly proportional under the alternative 

assumptions. This indicates that both household income and 

households employed in the industrial sector are distributed 

beirly in the same proportions across the social groups. But 

with the domestic electricity consumption being mildly in favour 

of the socially forward groups, the post-fisc Gini coefficient 
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increases marginally. But th I . e e astlcity coefficient is statistically 

not significant even at 10 per cent level. 

(vii) Roads and Bridges 

Effective 
Gini coefficient (x 100) Social Group rate Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

BCs/BTs 40.72 
SCs/STs 74.53 
Vokkaligas 90.54 
Non-Hindus 80.47 
Brahmins 113.13 
Lingayats 82.39 
Other Hindu Castes 74.39 

Average 79.45 21.97 21.98 1.33+++ 

+++ Signi ficant at 10 per cent level. 

The use of alternative distributive series alters 

the effective rate pattern of expenditures under this major 

head only marginally. We have allocated that part of expenditures 

under this major head applicable to passenger carriers (10 per 

cent of total expenditure) by household income under the 

alternative distributive series. These expendi tures distributed 

on per capita basis are rebressive under the standard assumptions. 

Thus under the alternative assumptions their incidence becomes 

proportional (by assumption) leaving the ~r00ressive incidence 

of expenditures related to owners of motor vehicles meant 
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for personal use and the regressive incidence of expendi tures 

related to transpQ"t vehicles unchanged. This has resulted in 

the expenditures under this major head becoming mildly progressive 

under the alternative distributive series. 

(viii) Overall Incidence of Economic Services 

Effective 
Gini coefficient (x Social Group rate 100) Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

BCs/BTs 1141.53 
SCs/STs 1323.28 
Vokkaligas 1232.39 
r--:on-Hindus 483.04 
Brahmins 625.85 
Lingayats 885.84 
Other Hindu Castes 672.~4 

Average 909.21 21.97 21.34 0.46++ 

++ Significant at 5 per cent level. 

As can be seen from the effective rates of 

expenditures on economic siervices as a \':hole, the standard 

distributive series assign a smaller amount of benefit to the 

socially and economically backward households. This change 

can be attributed to the use of household income as the 

distributive series for the expenditures on national rural 

employment programme; Industries, f\iines and ~.Hnerals etc.; 

and 
.LPower Develo;>ment program mes etc. Among the social groups, 
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the non-Hindus get the least amount of benefit relative to 

their incomes followed by the Brahmins. This may partly be 

because many of the economic services are rural area oriented. 

8.4.5 Other Receipts and Expenditures 

The two major heads for which alternative 

distributive series have been tried out are Compensations and. 

Assignments to Local Bodies and Investments in Agricultural 

Financial Institutions. 

(i) Compensations and Assignments to Local Bodies 

Social Group 

BCs/BTs 
SCs/STs 
Vokkaligas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective Gini coefficient (x 100) 
rate Pre-fisc Post-fisc 

(x 10000) 

35.12 
75.13 
43.45 
84.88 

112.12 
47.52 
54.79 
64.71 21.97 21.96 

++++ Not signi ficant even at 10 per cent level. 

Elasticity 
coefficient 

0.93++++ 

Under the alternative distributive series the 

" "d to urban local bodies have been allocated to urban grants-m-aI 
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households by a composite index of household use of some 

urban civic amenities. The grants-in-aid contributions to rural 

local bodies havebeen allocated to rural households proportionate 

to their annual incomes. These two alternative distributive 

series reduce the regressive incidence of the expcndi tures under 

this major head. This is an expected result because both in 

terms of use of urban civic amenities and rural household incomes, 

the BC, BT, SC and ST house!lOlds are far behind the other 

socially and economically forward groups of households. 

The efective rates of these expenditures under 

standard and alternative assumptions clearly bring out the 

differences between the Brahmins and the other social groups 

in terms of use of urban civic amenities. The effective rates 

for the BC, BT, SC, ST, the VokkaJiga and the non-Hindu 

households are smaller under the alternative assumptions. The 

biggest beneficiaries are the Brahmins while the SC, ST and 

the non-Hindu households are the main losers when we have 

changed the distributive series. The effective rates for the 

SC and ST and the non-Hindus are larger til an the average effective: 

rate. 

With these changes in the distributive series, the 

elasticity coefficient is higher than that under the standard 
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assumptions. But we find that the elasticity coefficient is 

statistically not different from unity even at 10 per cent level 

(see section 8.3.5, iv for results under the standard distributive 

series). 

(ii) Investments in Agricultural financial Institutions 

. Social Group 

BCs/BTs 
SCs/STs 
VokkaJigas 
Non-Hindus 
Brahmins 
Lingayats 
Other Hindu Castes 
Average 

Effective 
rate 

(x 10000) 

0.33 
0.19 
0.25 
0.05 
0.03 
0.19 
0.09 
0.16 

Gini coefficient (x 100) 
Pre-fisc Post-fisc 

21.97 21.98 

++++ Not signi ficant even at 10 per cent level. 

Even under the alternative assumptions 
incidence 

Elasticity 
coefficient 

0.29++++ 

effective rates have no definiteLPattern. The absolute benefits are 

in favour of the socially forward groups. But inequality in 

the original incomes makes these expenditures regressive. 
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(iii) Overall Incidence of Other Receipts and Expenditures 

Effective 
Gini coefficient (x Social Group rate 

100) Elasticity 

(x 10000) Pre-fisc Post-fisc coefficient 

BCs/BTs (-) 50.80 
SCs/STs 60.10 
Vokkaligas (-) 16.42 
Non-Hindus 32.40 
Brahmins 266.38 
Lingayats (-) 57.64 
Other Hindu Castes (-, 14.06 
Average 31.42 21.97 21.89 NA 

NA: Not applicable. 

The effective rates of expenditures under the 

major head Investments in A6ricultural Financial Institutions 

do not sho\\' any marked differences between the standard and 

alternative assumptions. Thus the changes in the overall 

incidence pattern of the expenditures under Other Receipts 

and Expenditures is due to the changes in the effective rates 

of expenditures under Compensations and Assignnents to Local 

Bodies. So under the alternative distributive series the net 

burdens for the BCs, BTs and the Vokkaligas increase and the 

net burdens for the Lingayats and the Other Hindu Castes 

decrease (when c0i11pared with the effective rates under the 

standard distributive series). At the same time the net benefits 

to the SCs, STs and the non-Hindus decline and the net benefit 
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to the Brahmins increases. With these changes favouring the 

socially forward groups, incidence of expenditures under this 

group of services becomes less regressive under the alternative 
lDg linear 

distributive series (secfection 8.3.5, ix). L r egression analysis 

is not applicable to find out the incidence of expenditures 

under this group of services since some house!1old groups have 

net benefits and others net burdens. 

, 



CHAPTER IX 

EMPIRICAL ANALYSIS Of fISCAL INCIDENCE 

This chapter brings together the tax and expenditure 

incidence analyses in order to derive an esti:-:13te of the net 

redistributive effect of the state governl:lent budget. In order 

to do that, we have deducted the tax burden from the expenditure 

benefit of each group of households \vhether classified by deciles 

or social groups. Three types of data series have been developed 

using this basic methodology. The first one is a set of net benefit 

effective rates by taking the net benefit (exp~nditure minus 

tax) as a ratio of the total household incoine of the respective 

decile or social group. The second one is the distribution of 

mean (average) net benefit by deciles/social groups. The third 

one is the distribution of post-fisc incomes gener<.:ted by adding 

the net benefit of each decile/social group to the respective pre

fisc or original household inCO;-,le. 

Each of these (ata series has been subjo~cted to a 

specific i1iethod of analysis as explained in Chapter VI (see 

section 6.8). 'de apply the log linear regression ;-,lodel v.-ith the 

mean benefit and mean inco:ne as the dependent and independent 
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variables, respectively. Gini co~fficients are used for cOi.1paring 

the pre and post-fisc income distributions. These neLlsures give 

only sU;TImary inforiT:ation on the net benefit flows. An indepth 

analysis of the inter-group variations cannot be undertaken under 

these approaches. Such variations are useful to understand the 

pattern' of fiscal (net) incidence, especially across social groups 

such as castes. 50 the method used to describe fiscal incid(;nce 

is the p2ttern of net benefit effective ra~es. The results of 

summary neasures have been given to substantiate our arguments. 

We have presented the data both by standard and alternntive 

assu:-nptions. 

It should be borne in mind while interpreting the 

fiscal incidence results that for the purposes of the present study 

the state government budget is not halanced. ',':e have explained 

the nature and implications of the c:eficit in the budget under 

Chapter V (see section 5.6). 

One of the peculiar features of the stc:tc govern;ilent 

budgets in India is the role of the central bov~rn;:-jent assistance 

through central sector and centrally sponsored sche:-11es. These 

schel1les are formulated by the central govern:11ent but executed 

by the state governments. Expenditure on centrally sponsored 
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schemes is shared by central and state governments. EXP~l1ditlire 

on central sector schemes is fully borne by the central 

govern:nent. \\'e have included all these expcncitures in the state 

government budget for the purposes of the present stuey since 

the state govern:nent ij-fjplements these scheues. The pro-poor 

nature of fiscal incidence is affected to SOi;1e extent by the 

inclusion of central government assistance in the state govern:nent 

budget since a large part of such assistance is for providint; social 

and comi11unity services which in turn are most redistri~utive 

among the state government expenditures. 

It should also be noted here that in the present study 

we do not estimate the incidence of shared taxes, union taxes 

and other union govern;nent direct expenditures (dcpartI:1ental/ 

non-depart:nental) on the state households. If they are included 

in our study, the fiscal incidence pattern may be different fro;~l 

the one Vie have derived. For example, the inclusion of personal 

income tax in our study can make the state fiscal incidence ;nore 

regressive (pro-poor) since this is a tax on high inCOI.lC households. 

So the fiscal incidence results of our study should 

be interpreted cautiously keeping in mind the basic preLiise of 

the present study i.e., the state government craft on the state 

households. 
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9.1 fiscal Incidence by Deciles and Standard Assumptions 

The pattern of net benefit effevtive rates (which 

gives the pattern of fiscal incidence) is one of gradual decline 

from the first to the tenth decile, with O"he exception. \'lie 

find that the net benefit effective rate for "Ill <ki Ie O;viutes 

though not substantially, from the declining trend of net benefit 

effective rates. This net benefit effective rate is higher than 

the net benefit effective rates for the Vl and the VII deciles. 

After the VIII decile the net benefit effective rates start 

declining once again. But even when it does not follow the 

declining pattern, the net benefit effective rate for the VIlI 

decile is lower than the avera;;e net benefit effective rate. 

This deviation is mainly due to the benefit flows of the bud£et 

heads under the non-tax account. 

Apart from the above, there are two interesting 

features inthe distribution of fiscal (net) incidence effective 

rates by deciles. One is that the bottom three dcciles benefit 
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most from the state governlr.ent bucgetary oper2tions. The net 

benefit effective rates not only decline sharply fro:-n the first 

to the third decile they are also higher than the averaGe net 

benefit effective rate. The second interesting feature is the 

very slo\\' decline in the net benefit effective rates over the 

top five deciles. The reason for this being an increasinG trend 

in net absolute b;;nefits (ex;:>enditure ilinus tax) for these deciles. 

But the increase in net absolute benefits being lo\,;er than the 

increase in decile inco:-:1es, the net benefit effective rates decline 

but at a very slow rate. 

An explanation for this can be found in the incidence 

pattern of SOIne important st2te taxes and expenditures. The 

resressive incidence of state taxation is due to the incidence 

of sales tax and state excise duties. The burden of these two 

indirect taxes falls heavily on the low inco;:1e households relative 

to their incooes. The few direct tuxes such as the tax on 

agricultural income do not reduce the regressive incidence of 

the other indirect taxes because of the small ma;nituoe of their 

receipts. The absolute tax burdens increase \':i th household 

inco'iles. But the rate of increase in th;; for;-.ler b~in6 s;,12I1er 

than that in the latter, tax burdens relative to household inco:-r1es 

(i.e., the effective tax rates) decline fro:ll the first to the last 

decile. 
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On the expenditure side. certuin pro£raUjjleS are 

specifically formulated for the benefit of the socially and 

economically weaker sections of the society. In general. we may 

say that the social and community services are r.lOre pro-poor 

than the econo;-nic services. This may be because there are very 

few program:-nes speciCllly ITIeant for the poor unC;er the econonic 

services. In many cases, to enjoy the benefits from these 

(econo:nic) services a certain uaGnitude of asset ov:ncrshi;:> is 

required. Such asset ov:nership being ;.:ainly in the h:"lIlds of 

the rich, the bcnefits of these eX;Jcnditurcs are also in their 

favour. Thus SO::1e of tIle econo:;-tic services are pro-rich. 

\I"e find that ,,:hile absolute expenditure benefits decline 

till the V cecile and then increase, absolute tax burdens increLlse 

continuously from the first to the ter,th decile. In the bottom 

half of t;,e decile distribution '",'ith the tax b'Jfdens increasing 

at a faster rate than the expenditure benefits, the net benefits 

decline. In t:,e top half, the increase in tax burdens is lov;er 

than tbe increase in expendi tClres bendi ts. So the net bene fi ts 

increase with houselJold inco~.les. Lut this increase in t;le net 

benefits in the utlper half of the cistribution be;i:l[ slo\';er th~m 

the increase in household inco!:1es recistributioil away fro;-,1 t:,e 

top inco~ne brackets is very lir.1ited. 
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The expenditure effective rates are only I~)arginally 

larger than the tax effective rates over the top half of the 

decile-wise income distribution. This gives a net effective rate 

pattern of sharp decline over the bottom three deciles and a 

very slow decline afterwards. Thus though the rec!istributive 

process is beneficial to the low incor.Jc households. the households 

contributing most towards this process are essentially from the 

middle rather than the hibh income households. 

The post-fisc Gini coefficient declines by 5.32. per 

cent incicating that the incoLle distribution beco;-"es :nore ec;ual 

' .... ith the introduction of the state government budget. The 

el3.sticity coefficient of 0.19 is significant at 1 per cent level. 

Table gives the net benefit effective rates. the 

pre and post-fisc Gini coefficients and the elasticity coefficient 

by deciles of household income under standard assu:nptioris. 

9.2 Fiscul Incidence by Ceciles and Alternative Assu:-Ilptions 

Alternative assumptions reduce the regressive ness 

of fiscal incidence but do not alter its pro-poor nnture

substantially. The reason for this being that in the case of the 



Table 1 : Fiscal Incidence by Deciles and Standard Assumptions. 

Decile Effective Rate (x 10000) Gini coefficient (x 100) Elasticity * 
Non-tax Tax Net Pre-fisc Post-fisc* coefficient 
Account Account ( 2 - 3) 

(1) (2) (3) (4) (5) (6) (7) 

I 10425.77 4486.42 5939.35 
II 6222.36 2553.51 3668.85 
III 4204.7G 2098.56 2106.20 
IV 31~7.~6 1683.82 1514.14 
V 2537.53 1421.30 1116.23 
VI 1913.79 1130.39 783.40 
VII 1715.95 1012.24 703.71 
VIII 1773.16 917.78 855.38 
IX 1351.48 770.51 580.97 
X 740.09 430.38 309.71 

Average 3408.29 1650.49 17:;7.80 52.86 50.05 0.19+ 

* For net benefits. 

+ Signi ficant at 1 per cent level. 
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budget heads for v:hich we v:ere not able to develop fully 

satisfactory participation rates (distributive series) either due 

to non-availability of data or theoretical uncertainty of their 

tax/benefit incidence, we have used household income as the 

alternative distributive series. It has been done so that no 

redistributional bias enters our fiscal incidence estimate. \.'e 

find that though the fiscal incidence esti:-;wtes are sensitive to 

the type of distributive series used the basic pro-poor nature 

of the net benefits is not altered under the alternative 

assumptions. 

Table 2 gives the net b2nefit effective rates, the 

pre and post-fisc Gini coefficients and the elasticity coefficient 

by deciles of household inco;ne under alternative 8SSU:.lptions. 

9.3 Fiscal Incidence by Social Groups and Standard ASSUi,lptions 

The fiscal (net) incidence of the budget across the 

social groups is analysed basically with reference to effective 

rates becc:use the inter-Ijroup variations which are of great 

interest in this kind of household classification are los9ill the 

summary measures of Gini and elasticity coeffici·~nts. v\-h~n the 



Table 2 Fiscal Incidence by Deciles and Alternative Assumptions. 

Decile Effective rate (x 10000) Gini coefficient (x 100) 
Elasticity * 

Non-tax Tax Net Pre-fisc Post-fisc* coefficient 
Account Account (2 - 3) 

(1) (2) (3) (4) (5) (6) (7) 

I 9559.14 4366.61 5192.53 
II 5703.67 2509.42 3194.25 
III 3881.17 1993.52 1887.G5 
IV 2915.22 1618.47 1296.75 
V 2292.01 1311.48 980.53 
VI 1897.54 1117.30 780.24 
VII 1727.82 990.46 737.36 
VIII 1673.75 927.21 746.54 
IX 1395.17 79\.22 601\.25 
X 872.72 457.71 415.01 

Average 3191.85 1608.34 1583.51 52.86 50.58 0.30+ 

* for net benefits. 

+ Signi ficant at 1 per cent level. 
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social groups are arranged in an ascending order of household 

incomes we find that fiscal (net) incidence is ree;ressive i.e., in 

favour of the econoniically and socially backward hOllseholds. 

In other words, though tax incidence is regressive (c.nti-poor), 

the re3ressive (pro-;>oor) incidence of [overn;,;ent expenditures 
benefit 

[.lakes the net / effective rate pattern rebressive (pro-poor). This 

pattern is similar to the one across the deciles of household 

income. But within theJ;eneral pattern of regressive incidence, 

the effective rates of various social (caste) groulJs are of interest. 

The effective rat(;s for Scheduled Caste/Scheduled 

Tribe and Backward Caste/Gack\\'arc Tribe house~olds are higher 

than the average effective rate. This L18Y be due to ty,'O reasons. 

Some of the pro-poor governr:lent prognul;:les (especiul1y under 

the social and comnunity services) are formulated specifically 

for the benefit of these caste groups. Even the income criterion 

for the selection of beneficiaries for some government progra:-:1,lCs 

works in favour of these social groups (i.e.,Scheduled CL!stes, 

Scheduled Tribes, Bach:ard Casters and Back ward Tribes) since 

I h h Id f tllese socl'~l groups are econoiilicallv in genera ouse. 0 s rorr: - J 

poor as well. 

The effective rates of net benefits for the 

the Lingayats and the Vokkaligas are Dlso interesting. 

I=' I .. wra.lr:1JnS, 

Betv:een 
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the Brahm,ins and the Lin5ayats, the former huve a hit-her net 

effective rate r:lainly due to a lower effective tax rate. \\e 

find this rather intriguing because the most Lr:portant state taxes 

being indirect the effective tax rate for the Brahuins should 

be higher than for the Lin[ayats given the lo\':er income position 

of the Brah:llins vis-a-vis the Lingayats. Sut an explanation for 

this can be found in the incidence of state excise duties. The 

effective rate of these duties is the lowest for the EralLlins 

among the social groups. This rnay be cue to t~eir puritanical 

social behaviour \\'hich keeps their consu:nption of liquor ct very 

lov: levels. Since state excise duties are the second I3.rt;(!st source 

of state governr:1ent's tax rever.uc, it is not surprising thc:t the 

effective rate of the total tax account is the lo\\'est for the 

Brahm ins. 

Even on the non-tax (expenditure) account we fine 

the Srahmins having a high effective rate. Three plausible reasons 

for this hibh effective expenditure n::te can be: 0) their 

concentration in urbon areas, Oi) their e:'"ploY;~lent ir. the 

industrial sector and (iii) their e;~lploy;-,':ent in stc:te t;OVCrnL1ent 

service. In th3 case of the major bud[;et heads which are urban 

oriented or e;-.lployment generative in industries or ueant for 

the households employed in govcrIll:lent service (civil servants) 

the Erahmins are the single lur.;est group of beneficiaries. The 
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combined operation of the expenditure and tax accounts :.lakes 

the Brah:nin community the greatest beneficiary of the 

redistributive process through the budget among the socially 

forward castes/groups, with the exception of the Vokk31i~:ZS. 

The nature of the high net effective rate for the 

Vokkaligas is r;lOre due to their low household inCO;-;le posi tion 

vis-a-vis the other sociJ.lly fonmrd [roups rath,~r than the flo\': 

of expenditure benefits to theu. The high net benefit effective 

rate for this caste group r:iay also be becaus(; so;ae govern;:-:ental 

pro:;rall-;rr:.es are specially fOr;-:luI2tec for the benefit of the 

10\'. income households thout;h not nec;:ss3.rily for a:lY specific 

caste group/so 

he have cODpared the redistrib'Jtive role of the budb~t 

between deciJes and social fTrouDS b • using the Gini coefficients. 

\ie find that the inequality in ori~inal inco;nes is lower across 

the social groups than across the dE:ciles. eut the reduction in 

inequnlity is higher Y;'ith respect to social ~ro!.lps. T:lis !.1aybe 

due to tv:o factors. 'Ii'hile on the tax siCc no distinction is :.13de 

bet\,,'een different S08ial groups in levyin6 the taxes, sO;;-le 

expenditure progr8mnes are specifically for.nukted to help the 

I · and at the sa:ne ti:-ne SOCially bach:ard households. ow Income 
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Under the decile-wise income cistribution, the specifically 

socially backward groups (Scheduled Castes, Scheduled Tribes, 

Eackward Castes and Backward Tribes) oriented progral:1IneS 

influence different parts of the income distribution (lifferer,tly. 

Such benefits in full' accrue to the lov:er enc of the inco:ne 

distribution under the social [;roup-'.'.'ise inco'Ole distribution. 

Besides, the low income household oriented progr<3r.',:1es 2.lso benefit 

the bottom end of the social group-wise inCOlTle C:istri~~tion since 

in general the socially backward households are econoii1ically poor 

as well. 

Table 3 gives the net benefit effective rates, the 

pre and post-fisc Gini coefficients and the elasticity coefficient 

by socialgroups unGer standard assuj~lptions. 

9.4 fiscal Incidence by Social Groups and P.lternative Assu:-,iptions 

The alternative distributive series reduce the regressivenC!ss of 

fiscal (net) incidence across the social groups but do not reverse 

its pro-j)oor nature. The int:;r- socia.\ [;roup v2riations under the 

standard assumptions continue even under the alternative 

alternative assumptions though the flow of nct benefits to the 

Scheduled Castes, Scheduled Tribe, Each\'ard Caste and 3ach:arc 



Table 3 Fiscal Incidence by socia . .L groups and standard assumptions. 

Social Effective rate (x 10000) 
Groul-> Non-tax Tax Net 

Account Account (2-3) 

Gini coefficient (x 100) 
Pre-fisc Post-fisc* 

(1) (2) (3) (4) (5) (6) 

DCs/I1Ts 3082.63 1546.17 1536.46 
SCs/STs 3587.12 1490.50 2096.62 
Vokkaligas 2178.41 1100.90 1077.51 
Non-Hindus 1281.16 793.65 487.51 
Brahmins 1405.68 633'4 t 772.27 
Lingayuts 1420.98 830.40 5!10.58 
Other Hindu castes 1105.88 705.16 400.72 
Average 2008.84 1014.31 994.53 21.97 20.24 

* For net benefits. 

+ Significant at 1 per cent level. 

Elasticity 
Coefficient· 

(7) 

0.06+ 
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Tribe households are lower. This is due to t:le use of hous2hold 

income as the alternative distributive seri2s \':ith respect to sO:lle 

tax and in many cases of the e;;t>enditure heads of 

account. The na.;nitude of redistribution :;123sured in tefi!1S of 

percentage decline in the post-fisc Gini coefficient is 13rge i.e., 

6.33 per cent but lo\,,'er than under the stand2.rd assu;-:1ptions i.e., 

7.87 per cent. :::ven under the alternotive assu::lptions we find 

that the decline in the post-fisc Gini coefficL3nt for social croups 

is greater th2.n that for the ceciles. 

Table 4 gives the net bcn2fit effective rates, the 

pre and post-fisc Gini coefficients and the elasticity codficient 

by social groups under altern2.tive Clssu:~-,ptions. 



Table 4 Fiscal Incidence by Social Groups and Alternative Assumptions. 

Social 
Group 

_ Effective rate (x 10000~ 

(1) 

nCs/nTs 
SCs/STs 
Vokkaligas 
Non-Ilindus 
T3rahll1ins 
Lingayats 
Other Hindu Castes 
Average 

* For net benefits. 

Non-tax 
Account 

(2) 

2917.19 
3273.73 
2198.84 
1210.87 

1t135.77 
1484.30 
1180.51 
19:17.39 

+ Significant at 1 per cent level. 

Tax 
Account 

(3) 

1493.39 
1472.52 
1055.45 

811.17 
641.28 
851.04 
704.~O 

1004.25 

Net 
2 - 3) 
(4) 

1423.80 
1801.21 
1143.39 
399.70 
794.49 
633.76 
475.61 
953.14 

Gini coefficient (x 100) Elasticity 
* coefficient* 

Pre-fisc Post-fisc 

15) (6) (7) 

21.97 20.58 O.IS+ 



CHAPTER X 

SUMMARY Of CONCLUSIONS AND POLICY IhlPLICATIONS 

The working of the state govern!TJent can be analysed 

within th3 frz;'1ework of different i:-1odels, of political ecolio.ijY. 

Such an amllysis \":ill enable us to identify the vDrious socio-

econoi:lic forces that influence public policy. That ,,:i11 be 8.n 

useful basis for reco::E1encJing certain policy Lie2surcs. \;e have 

indicated in Chapter I that the Public Choice and ... arxist (includinb 

alternative i' ,arxist) theories are iiwre useful in undcrst~lldjnb 

the behaviour of the State than tile' n~o-cl<Jssical Up;JfO~;cl1 to 

Public finance (especiolly in the context of seco;,:: best solutior.s). 

Thus our focus v:ill be L1ainly on these t'.';o r:;od:;ls. \,e \':ill 

discuss the tax and non-tax (expenditure) accounts separately. 

10.1 Tax Account 

The su;:>ply nodels of Public Choice theory 

demand 
are ,.1 ore useful than the / iliOccls, in e>:;Jluinin;; the stute 

t t · OII'Cl'es A, sp.riol!s li::1itation of the dCi;wnd governi1ient aXE: IOn p • r. -

model see:ns to be that there can be a great divcrt;cnce b~t\\'een 
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voters' choices ane the ultir.13te policy. In the Ir.('ian political 

set tin; with a large nUi~1ber of political parties nIl acvoc~ting 

essentially the saLle objective of sro\":th with social justice, to 

whichever party one votes, 60vernuent policies ,,,'ill only b2 a 

reflection of this broad objective. :. :oreover preferences of voters 

b2ing revealed at periocic intc::rv2.ls, bovern:nents h3ve ueat 

manoeuvrability in forf::ulatin~ their policies over a broad s~ectru::1 

and the voters IJay not be able to reveal their preferences for 

each of such policies. 

The supply w.odels on the other ho.p.d r<::co~;nize th~ 

State as an entity which ta}:es decisions to ::JClxi;:ise its o,,:n 

benefit i.e., stayin; in poY'er. Use of indirect taxation ::iCly be 

cited as an exa:-"ple of the self-centred nature of the !(arnataka 

state govern:-:1ent. The state c;overn:-.,ent r.:obilises the resources 

required for its exper,diture prO~rni:1rieS by spre2.oinb the tax 

burden in such a way that the adverse reactio:1 to its taxation 

policies is r,:ini:r.ized. This is best achieved tlirougn sales tax 

(a tax on sale of CO:T.lOdities) at the state &o\'ern:.~ent level. 

:;.aq;inal chan:;es in tax rates which ere not vociferously prot~sted 

by t!1C voters (citizens), en2!Jle the SQvern:-.-.ent to raise Jarse 

funds. 
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The reluctance on the part of the stelte govern:Lcnt 

to use direct taxation (even though the ClvcnU2S for such telxation 

are limited) can also be purtly explained v:ith the help of these 

r.lOdels. Political parties in po\':er rec;uire l<.'rse funds for 

election car-:1paisns. Only the richer sections of the society can 

contribute towards such funds and arc typiC:ully are the sa;-,le 

sections which have to bear the burden of these cir~ct taxes. 

So the political pc:rties \':hich desire to rr:~r.1ain in or rctsin power, 

have to appease the class of people ',';ho have the control over 

large financial resources. 

The decline in the covera:;e and rcyenue collected 

through the tax on agricultural income may be a direct result 

of such policies of the political parties in po\':er in the state 

over the years. This explanation Dlay be extenc!ed to land revenue 

which infact has become an unproductive (unecono;::ic) tex. The 

changes in the state's direct taxation policies can also be 

explained in terms of interaction bet\':een the 'Class' anc.' t:1::: 

'State' within the fraTlework of ; ,arxist ii:odels since t~le burden 

of these taxes is relatively nore on the econo:-'1ic3lly rich 

households. 
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10.2 Non-Tax (Cxpenditure) f\ccount 

On the non-tax account 31so, the! Public Choice :,lOdds 

are a fair reflection of the \'.-orUn:; of the state govern;l1ent. 

ReGressive incidence of indirect taxation has been n.ade up by 

the pro-poor nc;ture of public ex~-enditures. That is to say, on 

one hand the state govern!::ent collects the necessary revenue 

for its expenditures by spreading the tax burden v:icely on the 

people such thac there ":ill not be any Etiff resist3nce for its 

taxation policies and on the other s-:):.1e of the eXj)~nditure 

progra;n r:les h3ve b~en sPeci ficdly oriented for the benefit of 

the econoi:1ically and SOCi21ly bacK\':ard housellOlds in order to 

capture their votes durin&: elections and thus St3Y in power. 

Redistribution need not be the prinary oojective of 

all state bovernr"ent policies. This is rdlectec in r;:cistriolltiori 

throut;h the econo;-:;ic services bein; s:1~aller than throuf;h the 

social and COr:1r.lunity services in the present study. The absolute 

net (e;~?e:1diture ;-::inus tax) benefits folio\\' a U p<.ttcrn ::1ainly 

due to the flow of 8C:1e fi ts fro;-;, econOLl ic services. Does it 

me2n that the rich households Y;ith grezter econo:.lic and political 

poy:er have been able to influence the st<:te govern:-.-.ent polici~s 

in such a \':a)' that their economic status is not acl\'2rs~ly 
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affected? This may be an indication of the worUnG of the 

"subsun-,ed class process". Once again in such a situation supply 

models of the Public Choice theory explain t!le role of the state 

governijlent better, by assuming that the state r:overnuent is 

an exploitative institution trying to consolidate its position Clnd 

power. 

This is achieved through di fferen~:-,ethods. One is 

to give certain benefits to the rich so that they continue to 

provide funds for the election c8mpai bns of the political pc:.rties. 

The other is to i:r.plement populist prograi:J::1es to capture the 

votes of the poor (\','ho are nu'nerically large in the society). 

Und~r these L1easures the poor are supplied v:ith some basic 

(essential) goods and services so that they nay lilaintair: a uini:llura 

standard of living. These measures do not change the original 

inco:ne distribution in favour of the poor. So they continue to 

depend on governr.1ental help. 

\\'e do not find much support in our analysis for 

Director's La) y .. hich postulates that niddle inco:.-;e 

households are the greatest beneficiaries of ~o\'ern;;;e!lt 

expendi tures. The absolute expenditure benefit distribution is 

typically pro-rich in our study. Expenciture incidence is 

1. G J Stigler, "Director's Law of Public Incor.le Redistrihution, 
Journal of Law and Economics 13 (April 1970): 1-10. 
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resressive because the uncerlying or ori:;inz.l inco~ne distri~ution 

is rr:ore ske\';ed in favour of the rich t!J8n the distribution of 

expenditure benefits. In tenns of absolute 'net' b2ncfits \':e h~ve 

an interesting situation of the two extre:l1es of the incoi:ie 

distribution (the poor and the rich) g~:lining ;,lOre than the r:-:iddl2 

inco::le groups through the state govern:.1ent bucbet. Does it 

mean that the r:1iddle inco:ne groups ttouch vo-c...cL.-t in expressing 

their de:nalics do not gaili :Jiuch in the redistributive process 

throu;h the state govern!~lent b'..1c;ct? It :r.ey be bec3use \':hile 

they do not benefit t;reatly fro;;l the sj)eci8.l procra;!:;;1es for 

the poor, they do not have the necess:Jry econo:lic and political 

pO',ver to corner the benefits of the other state r:overni.ient 

progra:nri1es, especially the econo;.-:ic services. 

\,e have also sho,,:n that in the case of a nU;:l~er 

of heads of account, the incidence pattern is not clear. This 

r,iay be best interpreted v;ithin the fra:i1eWork of the alternc.tiv~ 

;'.;arxist theories which indicate that differeilt soci8.l pro~esses 

ir.f1uence govern:-.-jent policies in different fides. Thus the 

ir.f1u=:1ce of the objective of recucin;; incquo.liti8s in inCOi.1e and 

\·:edth, y;hich is an econoi.1ic process on providing irri:;ation 

f8cilities need not be the sa'~le as th2.t on sny, proviGino urbnn 
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housing. Inco:ne need not be the only criterion for' any tax or 

expenditure policy. In such a cc:.se the incidence pattern need 

not strictly be either progressive or regressive. 

An area that is generally not discussed by the various 

approaches to public finance is Fiscal FederDlis:n. It c~m be 

seen froin our study that such a deficiency r.1akes the unc::rstandin; 

of the state govern'nent policies in a country like India inco:nplete 

because the expenditure heads which are redistributive have 

sU!Jstantial Central governE~ental financial share and the i;11portant 

direct taxes on the state households are controlled by the Central 

government. Integrating fiscal federalis::-: v:ith the theories of 

the state will lead to a better understanCing of the influen~e 

of Centre-State financial elations on the redistributive role of 

individual State governments in India. Despite this drawback, 

an inference that can be drawn is that a synthesis of the :,~an:ist 

'heories and Public Choice models (especially the supply lilodels) 

is necessary for a satisfactory explanation of the working of the 

state goverm:lent. 

accounts 

The discussion presented above on tax and non-t3': 

with reference to deciles applies to the social (caste) 

groups as well when we arrange these groups in an ascendinG 

order of household incomes. ~:ot surprisin[;ly, the Scheduled Caste, 

Scheduled Tribe, Bacl:ward Caste and Eack\':ard Tribe households 
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are found at the bOttOi:1 end of the inco:;]e cJistribution. 

and the Lingayats are typically the hi:.;h inco~ne households. 

Though the VokkaliGus are an iuportant socio-political group in 

the state, in terms of tote.l household income accruing to the;ll, 

they are foune to be just above the Scheduled C3ste/Sch~dulcd 

Tribe households. Their politicnl influerJce seer.1S to eLlerbe from 

their socially forward position and an econo;llically powerful 

minority 8Ii:ong them. 

The inferences drawn on the basis of decile 

distribution of households apply with equal force to the social 

groups also. Th3 only difference betwe(!n the n.o types of 

classification of households is that the inequality in ori[inal 

inco:-,ie across social groups is nuch s;naller tr.an across the deciles 

because y:ithin each social [;roup there are both very rich and 

very poor households. Cut on the avernge tile 2ra:L.lins and the 

Lingayats have higher inco:iles than all the other Hindu caste 

groups. 

The t;eneral conclusion of our anslysis is th;::t t:18 

State (in the present cas~ the state govern:.lent of ;~arn2tal~2.) 

should be stuCied infhe context of political economy rather t;131l 
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in terrl.1s of pure econo:71ics since the questions of vote cutchins, 

mobilizing funds by political p3rties for electioneering 2nd 

bureaucratization are directly relrtted to redistribution of income 

and wealth through budgetary policies. SOi:,e i:-,-.portant specific 

condusions of the present study are presented belo\',-: 

10.3 Specific Findings of the Study 

(i) The goverm:1ent's taxation is r~grcssive or anti-poor 

in l~arnataka due to heavy , J Gcpenocnce on indirect 

taxation. 

(ii) Because of the si:1all :~laGnitude of revenue collected 

through thera, the few direct taxes levied by the state 

governr.lent do not r.1ake the tax account as a whole 

progressive. 

(iii) Land revenue has becoi.le an unproductive (unecono:.-:ic) 

tax. Net benefits fron it are pro-rich. There is need 

to :nake it econo:l1ic and thus prot;rcssi\'e (anti-rich). 
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(iv) Expenditure b2ndits are regressive or pro-poor mainly 

due to the pro-poor n2.ture of social and comL:unity 

services. Redistribution throu;h econo::1ic services 

is s;:1a11 since, except in the case of a few ;-najor heads, 

these services are not sp<!ci fico.!ly oriented towards the 

econol~lically and socially v;eaker sections of the 

society. 

(v) The Elajor heads of educ2tion; inecical; public hC3lth, 

sanitatior. and water su;ply; fa!1;i1y \":elfare; social 

security and y;elfare; af;ricultUfc 2nd CO::Hilunity 

developcent are hifhly reGistributive in favour of the 

poor. Except for the last two, the other major heads 

come under social and co:n ,.1Unity seryi-:es. 

(vi) The net (expenditure :liinutax) ben(;fits are pro-poor 

because the pro-poor expenditure b::mefits are larger 

than the anti-poor tax burdens. 

(vii) Liddle inco:Je households cO:1tribute 1110St to\\-crds 

redistriJution to the poor. This is indicated by the 

flo\',' of absolute net benefits. They follo\': a' Ll pattern. 
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V/hile benefits from social and com :ilUni ty services accrue 

mainly to the low incor:1e households, benefits from 

economic services flow largely to the high incor,1C 

households. The net benefits to the hcuseholds in the 

top half of the decile distribution decline slowly. 

(viii) The original income cistribution is less unequal with 

respect to social groups than inco::le deciles. This is 

due to the fact that \\"ithin ench social group there nre 

both very rich and very poor households. 

Ox) Across the social groups, tax burden is relatively :,lOre 

on the socially bach,'ard c8stes/groups say, the Scheduled 

Castes, SCh·3d:lled Tribes, Backward Cast:=s anc Bacl:ward 

Tribes tr:an on the socially forward c2stes/groups like 

Bra~l::1ins and Lin;ayats. 

(x) The Vok\:aJigas are a socially forwarc caste t;roup. But 

in tecns of total household inco:r:e 8ccruing to the:r:, 

they are only :;larginally sUj)r::rior to the SC:1'3culed Cnste/ 

Scheduled Tribe households. T:leir appDrc:lt stronf: position 

in the state is due to their being as;;; al\ but vocal 

:ninority. 
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(xi) Redistribution of income I'S hi' , , h ' I ';iler ,,:It respect to sOCJC) 

groups than across inco:ne deciles. This may be so for 

two reasons. firstly, SO:l1e of the govern:nent pro~rarnl;les 

are specifically oriented to\';ards the socially b8c!<.ward 

caste groups and secondly, Scheduled Caste, Scheduled 

Tribe, Backward Caste and Cackward Tribe households 

are also the econor::ically Y.'~3ker sections of the 

society and thus the 10\',' income group oriented 

progra;c::es also benefit the::l reatively i1:ore than the 

forwarc; SOCial groups. 

(xii) An exa:nple of the influence of social factors on 

household beh8viour has been brought out by the effective 

rates of state e}:cise cuties. Erah:ni:1s who are generally 

considered to be the socially :110st forward group have 

the lowest effective rate for state excise duties (Oil 

liquor). Under standard assuiT.ption series, th3 effective 
the 

rate (xlOO) for [,rahmins is 1.03 while/sal:le for Scheduled 

Castes and Scheduled Tribes is 4..32. 

(xiii) Rec'istribution under alternative assu:nptions is lower 

than under standard assurnptions mainly bec2.use in the 

case of sone major heac:s we apply household inco:-:-:e 

as the distributive series under t~e alternative assumptions. 
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(xiv) \dth rec;ard to social groups also, socbl anc CO:,1,llunity 

services are r;,ore redistributive than econonic s2rvices. 

(xv) The effective rates of net beilcfits for v3rious soci81 

groups indicnte that redistribution through the state 
second 

government budget is the / lo\,;est for the non-~indu 

house~olds i.e., the ;'. ;usli :-:15, Christians, J ains, etc., thouE;h 

they are the fourth richest (jud::;e(; by the absolute inCO;!le 

2.ccruine; to t~e;n) sodal group i:1 the state. This result 

is si:!!ilar to that with reg3rd to the net benefits to 

r:1ic:cle level in:::o: .• e deciles. This is with respect to 

standard assumptions. 

(xvi) net\';ecn the Vo!:kaligas ane: Lin:;a~'<lts, rccistribution 

is !":lore in favour of the fOL~ler given their lo\': hOL:sehold 

inco~e position. 

(xvii) The alternative assu:i1ptions used for distributin£ the 

general services su;;;:;est tl18t the aC:-:linistrative, social 

and CO:-1L;;unity and econo:':,ic services are not as ::1ucl: 

in favour of the bac::warc households (econo~:lic or social) 

as the nu;-nber of indivit~u<::ls in scch hous2holds. 



554 

The conclusions of the study reject the hypotheses 

of proportional tax burdens, expenc;iture be:lcfits and net benefits. 

All the three are found to be regressive i.e., state taxation is 

anti-poor and expcnditure anc net be:nefits are pro-poor. 

10.4 Future Policy Llj)lications 

S02:1e policy iL1plications follow frO,]l the above 

analysis. It should be re;-,]e::,bered that we have approzched the 

state govern::,ent ;::>olicies only fro:;-; the point of vie\"; of t1e 

o!Jjective of redistribution. All the st2te bO\'l!rr.:l~llt policies 

need not b8 for:,-:uh:teci according to this objective. Thus our 

reCOrlI:iencatio:1s are Ii:niteci in scoiJe ane:: should not be int.::rjJrcted 

as relevant for all the budget h.;ads of account. The tax and 

exp~nditure heads \rhich are not rec;istributive if_ay actually be 

perforj.:ir.; cerWin other useful functions e:;:., resource I~wbilizutio:l. 
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Reco:-.L-,-.enc tions ?,esardir.g Tax Policies 

Since it muy not be possible to reduc2 the depcnc'cncy 

on incirect taxes - notably the sales tax ,.md the state 

excise otle2st the tax on inputs i.1ay be abclished 

in order to re:-.l0ve the cascGding effects. Th:.lt '.vill 

result in recucin; otleast to SO;:1e extent the 

reuessi\'en~ss (anti-poor nature) of state tax~s. The 

state govern:-.1ent il1ay also cO:1sicer increasine; t:le sales 

tax rates on sO::le co'_iL-.odities ,'chich are typically 

cor;su:-:1Cd by the hit;h in20i-.ie hO:.Jseholds. 

(ii) Greater efforts should ~e .. lade to increase the 

receipts fro::1 the tax on a;;ricultural inco:lic ta1;in; 

into consideration all types of incof.:e and not lIIerely 

incone fro;:1 plantation crops. 

(iii) There is an t!rf;ent neec to ~.-:ake land revenue an 

econ();-,:,ic tax once t1;uin. As pointed out in our analysis 

chapter on tax incid:;i1ce, the net benefits from this 

are progressiv:;ly cistri'Juteo. Thus if only eit:ler the 

expenGitures incurred in collectint; lane revenue can 
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be reduced or the receipts increased, this tux :110)' 

prove to be redistributive in net ten:iS. 

(iv) Excise duties in liquor have 8. social di~.lension. Thus 

a reCuction in the duty applicable to th~ 10\,,' incode 

households uay not be feasible. Eut :;iven thc:.t iil0St 

of the country liquor is CO:ls:.Llec by lo\': inco::1e 

households, it uay be 8.C:\'isa~le to k<::c::p th(;; duties 0:1 

such liC:l!or relatively constcmt and increase th~ duti:;s 

on other lic;uors which are consur::ed ;·.:ainly by rich 

house:lOlc.is. The sJ)ccific cste;ory of Indi<:.n : .. 8de forei;n 

Liquors !'ilay be given serious consic:er3tion in ter;-.IS 

of increasin~ the tax rates on the:;l. 

(v) Entertain:nent tax can not be usee for recistri::;utive 

purposes becnuse ciner,la has beco;1e one of the lo\': 

cost forms of entertninuent availa~lc to the peo~le. 

Any increase in tax rates ;-;iay not lead to a reduction 

in expenditure incurred by the households 011 this for::;s 

of entert2in:-::ent atl2ast in nC:J.r futt.:re. Conscc;uently 

the burden of t3x2.tion r:ill CO:ltinuc to be ;110[(:: on 

h 'ddl" 0' lo\\' inco;-;;e househoJc:s thGn on the rich t e:7:1 e un 

house!10IGs. 
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(vi) Setting 2.nC luxury taxes can prove to be usdul both 

for resource :-nobilization and redistribution if properly 

restruct ured. 

10.4.2 Keco:n;~l:;nclations Regarcing E.xpenditure Policies 

(i) The proportion of ex;;cnditure on sodal and CO~:ljj1Unity 

services in the st8te [;ovcrnl.1ent bucget should be 

increased further bec2.use reCistri:)ution through th'::!se 

services is the highest a:-:lO'lg th~ v8rious eroups of 

state govern::1ent expenditures. 

\I'e rcco;nize that such an increase is deter.::incc! by 

the overall requirei;ients of the devclop::1ent of the state 

and not L1erely by the redistributive o~jec:tivc. Sut 

as llientioned c2.rlier, our recojanenoatiolls are purely 

frOj:1 the point of vi:;\': of the recistributive role of 

the state buo;ct. 

(ij) The shure of the st8te govern;;;ent eXj):;nCiture in the 

specific areas of rural water su;);)ly, pro;ra;:! ::-,2S for 

the ~cheduled Castes anc: Sc'lec1uled Tribes, applied 
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nutrition progra:111l1eS anc rur2.l 8nd urbcln ho\.!sin;; 

pr06rammes sho'.lld be increased since benefits fro;;i 

these expendi ture he2ds c;re pro-poor. 

(iii) Education, r::edical, fa;.1ily. v;e!fO,re, ruml v;ater supply, 

social security and y;elfare and co::-::wnity devC!loj);:lent 

are SOJ;le of the buubct heads ":hich can be t;reatly 

redistributive \':i th pro~er Ll P 1~:1, en tation of the 

constituent sche::1es. Expenditurcs on cduc~:tion except 

for those on priLwry education 60re pro-rich. Th:= SC:lei:1e 

of givin; sc~cl<::.rs:1ips to StUGe:I!tS fro;~1 loy; incO:,1c 

households has not yet !.1ace an:; siGnificant pro~ress 

in the hi[;i1er levels of educntion. 

As reGards govern:7Jcnt lii::!c}ical facilities, they are 

pro-poor ;:lOre out of n2cC!ssity (on part of the poor) 

thc.n for any other reason. C!ualitative (bta f:;8.tilc:rec 

in the survey clearly shoy:s t112.t if their il:CO:'.1e 

positions j;,;pro\'c, a h:lrg2 nU:.1ber of households v:r-.ich 

are at present dependent on [:ovcrn:'.~ent i,1eC:ical f3cilities 

v;ill S2C]: private .Y:ec:ic8l help. ThC'uZ;h there is definitely 

a need to extend gov'-!rrnicnt r.lcGical S2rvices to i:-.ore 

people, especially in n:ral areas, ;re8ter ei,-.ph::sis should 
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be l2.id 0:1 i:;lprovint; the quality of s~rvices pro\'id~d 

throu;h govern~ent hos;Jitals anc prk:ury health C2i1tres. 

Fa:r:i\y Y.'elfare (?lannin~) prOr;r::;'::1:-:1es are pro-j)oor. 

Persuasion end not coersior. shoulc b~ the ,,-:et:lod to 

propazate th2se id~<.:.s of lir.:itin; th~ fe.:lily size. !.s 

re[;arcs social security and \' 'cl bre <.lIlC CO!:-, :.1 uni ty 

develop:::ent the state t;0vern:"ent nay increase its 

sh2.re in these :i12.jor heads by tc:kin; up .:10re sche~.:es 

for the benefit of the poor. 

(iv) Resressive incidence of econol1ic services is lower thc.n 

that of social and CO;;11~:unity services. ..e C2.il i:1terpret 

the distriJutioil of benefits fro::! econo:::ic s:=rvices in 

ten~s of pressure from the hibh inco,.ic households to 

channel the stote govern:"ent c:xpenGiturcs to such heads 

of account ,,;hich uaint2in' the status quo in the exist in:.; 

inCO::ie distribution. These eX;J'~ndi tures \'.i II be 

reC:istributive only '.':he::n the initial inco:ncs th::::::,s:.:!)vcs 

are ;:;ore Ct;uc))y distributed. 

}\;lOn.; the e:::ono:::ic services, expenCitur2s on the :-:-.ajor 

he3c 'Co:.1;:~unity devclo~:::ent' are j;10st redistriJutivc. 
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But their incidence is controvcrsial. Some of the 

program:~les under this !lend of account are "~C::lnt for 

generating direct er.lploy:;:ent for the rural poor durinb 

the off-season in a,;riculture Dnd cr22tin; econo~lic 

infrastructure like roads in rural ar~ns. This 

infrastructure in turn ;:13Y be ::iore bendicial to the 

rural rich than others. ~ince th2 Central govern:iient 

has a larGe share in th;;se (;):;Je:1diturcs, if the state 

governrllent has to have a ;rcater role in redistribution 

throu;h this head it s:lOuld ta:~~ up si..li13r sc:lie:-.lcs 

throuGh its O'.':n policies. In this re.;:-ad the recently 

introduced ~urc:.l [;11ploy::,ent CUCH::mtee SC:le:.:c by the 

I::arnataLa t;overn::-:ent (I985-[;E), is yet another atte:-::pt 

to provide assured e:-.1;;loY_1:el1t to t:le rur~l poor. This 

sche;-.1e h<::s been start::!o on experL;;entzl basis in a fcv; 

talu}~s of tile state. 

(v) . An Llport~mt fDct hi;:lli;hted by the present stu~y i~ 

that tlle re:;ressive (pro-poor) inciccnce of pu')lic 

.. t c' I-.'ot ],r1' '.lL abo'lt expenOl ures ne(; ..., u -

pro-poor soci2.1 ane COi:l._:unity s<..:rvi~es are us.:::fI..:1 only 

to provide so:.-.e basic ncecs to the poor. Unless 
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inequalities in the original inco::1e distri~ution are 

reduced, tile policies of the state governuent n:ay only 

touch the perip:lery of the tv:in proble.1s of inec;uz.lity 

and poverty. 

(vi) The ineqL:nli~y in initial in20.~les is hi;h2r y,ith r2S;)Cct 

to C;cciles than in the case of social £roups. E·ut the 

decline ir, in2c;uality due to t~2 buc::;etary rolicj.~s of 

the [overn:::ent is hiGher in the case of soci~1 ;roups. 

This ,113)" be because t~e loy: iilCO:i1C households c:re 

relatively Dare a:·.lO:1;; tile Schc.:dulcd Custes, SCh2dt.:lcc1 

Tribes, E8Ck\\2rC CCSt;3S 3:lG Sucb':ord Trib2s tn8r. iii 

t:le other fon:ard social (caste) UOUi)S 3:ld also bccallsc 

oriented to\':c:rds sociully b2.cb':ard 6rou;)S. The c2ste 

group orientecl progral-:! .ies rnay be continueC but equ::.1 

Ll;:>ortance shall be biven to the ir,co,ne criterion also 

because to v:!1ichever social :;roup they b210n:;, the poor 

share si;~,ik.r cilaracteristics. 
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10.4. 3 ReCO:-:lillendations R.c::;c.rdint; Fiscnl In~id(;llce 

The post-fisc inco:,~e Gistri~ution, both by decilcs 

and social groups, S:10\\'S that there is net redistribution throuGh 

th(! state ·govemuer.t buc,jct bC::12fiting tile poorer sc:ctions of 

the }Carn3t2.ka society. Eut y:ho contriiJutes to\':ards such 

redistribution is not brou;;:lt out cJcc::rly by the SU,;Liary ::~e3sures 

of Gini and el2stici~y coefficients. The nct benefit (ex;::>enciture 

L1inus tc.:x) floy.s sho\': that the i~iic dIe inCOI:le houser.oks ~;",in 

the least from the state govern:iient buc.:g·~t. The very poor and 

the very rich households gain the ::10st. This is reflected partly 

in th'~ rapic decli:l:.:! of the effective r<.:tes uptc the :·.liddlc:: of 

the decile inco;"e 0istribution ana the r~18ti\'ely sloy;er dc:cli:1e 

over t!12 rest of the deciles. Si::,ilar pc.ttern is dso se~n Wit;l 

respect to so:::ial brot.:;JS. Unless the benefits to t~2 ric:1 (esrecL:dly 

fro:"!! ecor.o;-;:ic services) are restrictec, Cir;;ct tax hurdc;n on then: 

increosed mlc :"easures are tc.!:cn to :,1E:ke t;12 ori,;-i;131 inCO:.le 

distribution ["ore equal, rccistribution of inco;.1e Cl\".[.)' frc .. ~ the 

rich to the poor housel~olds thDu;h the stne [,overn:~: ~nt bUG~;c:t 

,,;ill not be lar;e. 
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10.5 Li:,litations of the ~tudy 

The li:11itations of the present study are r,winly on 

account of the interaction between the budt.:etary policies and 

initi31 inco::1e distribution; vdlu8tion and apportionin::; of benefits 

froLl c<lpital expencitures; . use of e:~pected beneficic.ry appro3ch 

in such ctises where no satisfactory c1istri:)utive s~ries could be 

developed \':ith the help of the avc:liluble prL,:.ary c:.nd seconc.bry 

data and no adjust:-.lents bei~ r.1ad8 for t~e ccntr31 [;OVern::lent 

shere in state govcrn::-;ent expenditures. 
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Table 1 List of Districts by Regions 

REGION (i) Old Mysore + Kodagu 

REGION (ii) Bombay-Karnataka 

REGION (iii) Hyderabad-Karnataka 

REGION (iv) IVladras-Karnataka 

APPENDIX "A" 
(9 Tables and 1 Map) 

(1) [3angalore, (2) Chickmagalur, (3) Chitradurga, 

(4) Hassan, (5) Kodagu, (6) Kolar, (7) Mandya, 

(8) Mysore, (9) Shimoga, (10) Tumkur. 

(1) Belgaum, (2) Bijapur, (3) Dharwar, (4) UttaraKannada 

(1) Bidar. (3) Gulbarga. (3) Raichur 

(1) Uellary, (2) Dakshina Kannada. 

Table 2 Geographical Area of the Regionh 

Region 
Geographical area , 1971 

Percentage Population, 1981 Percentage (in sq. kms) 

(i) 832G3 43 18948398 52 

(ii ) 54491 28 9385216 25 

(iii) 35680 19 4849416 13 

(iv) 18339 10 3860421 10 

Total 191773 100 37043451 100 



Table 3 Sample household proportions in 1981 by regions - rural and urban 

Rural Per- Urban Per- Rural Urban 

Region 
house- centage house- centage sample sample 
holds holds (House- (House-
(Approx) (Approx) holds) holds) 

(i) 2279506 48 1141762 58 236 122 

(ii) 1211199 26 458930 23 126 48 

(iii) 724420 16 184017 9 78 19 

(iv) 463694 10 188487 10 50 21 

Total 4678819 70 1973196 30 490 210 



Table 4 I Approximate Number of Households by Districts, 1981. 

Rural/Urban Population Average size of the Approximate number of 

Region District 
figures, 1981 (Prov.) Household, 1971 Households, 1981* Sub-totals 

---------------------------- -------------------- ---------------------- Rural/Urban 
Rural Urban Total Rurcl Urban Rural Urban 

( i) Bangalore 1736946 3184882 4921828 5.6 5.2 310169 612477 

Chickmag a1 ur 748877 159749 908626 5.8 5.4 129117 29583 

Chi tradurga 1357167 417550 1774717 5.9 5.8 230028 71991 

Hassan 1153617 198306 1351923 5.7 5.3 202389 37416 

Kolar 1471546 427438 1898984 5.6 5.4 262776 79155 

Mandya 1194603 219780 1414383 5.6 5.2 213322 42265 2279506/1141762 

Mysore 1876602 708276 2584878 5.4 5.6 31\7519 126478 

Shimoga 1232044 425520 1657564 6.0 5.5 205341 77367 

Tumkur 1703142 272189 1975331 5.6 5.4 304133 50405 

Kodagu 388500 71664 460164 5.2 4.9 74712 14625 

(ii) Belgaum 2303794 671067 2974861 5.9 5.6 390474 119833 I Bij apur 1818652 580472 2399124 5.0 5.6 363730 103656 1211199/458930 
Dharwa~ 1903351 1036637 2939988 5.9 5.6 322602 185114 

f Uttara Kannada 779479 271764 1071243 5.8 5.4 134393 50327 

(iii) Bidar 816565 177541 994106 5.6 6.1 145815 29105 ~ 

Gulbarga 1602478 472890 2075368 5.3 5.4 302354 87572 I 724420/184017 

Raichur 1436506 343436 1779942 5.2 5.1 276251 67340 

(tv) Bellary 996091 490971 1487062 5.3 5.1 187942 96269 I Dakshina 463694/188487. 
Kannada 1792 388 560971 2373359 6.5 6.3 275752 92218 

Total 26332348 10711103 37043451 5.6 5.4 4678819 1973196 

* Derived through multiplying the population in 1981 by the tiverage household size in 1971. 



Table 5 : Rural Sample, districtand taluk level 

House- Per-
Sample 

Region Districts 
holds 

House- Taluk 
centage hold 

{i) Bangalore 310169 29 69 Doddaballapur 

Hassan 202389 19 45 Arsikere 

Kodagu 74712 7 17 Virajpet 

Kolar 262776 25 58 l'.1alur 

Mandya 213322 20 47 Nagamangala 

SUB-TOTAL 1060368 100 236 

(ii) Dharwar 322602 100 126 Nava1bund 

SUB-TOTAL 322602 100 126 

(iii) Bidar 145815 100 78 Bidar 

SUB-TOTAL 145815 100 78 

(iv) Dakshina 
Kannada 275752 100 50 Mangalore 

SUB-TOTAL 275752 100 50 

GRAND TOTAL 490 

• 



Table 6 I Selection of Sanple Taluks. 

Selected Selected 
Sl taluk S1 Taluk 

Region District Taluk Region District Ta1uk (Ranrlomly no (6th + every no 
8th tal uk) tn each 

gro'_p' 

(1) Bangalore Anekal 1 (11) Dharwar Byadgi 1 

Bangalore. North 2 Dharwar 2 

Bangalore. South 3 GadClg 3 

Channapatna 4 Hangal 4 

Devanahalli S Haveri S 

Doddab all apur 6 * Hlrekerur 6 

Hoskote 7 Hubl1 7 

Kanakapura 8 Kalghatgi 8 

Magadi 9 Kundi1go1 9 

Ne1amanga1a 10 Hundergi 10 

Rasnanagaran 11 Nargund 11 

Navalgund 12 * 
Hassan Alur 12 Ranibennur 13 

Arkalgud ~. 3 Ron 14 
Arsikere 14 * 15 Savc>nur 
Belur 15 ShlggOlon 16 
Channarayapatna 16 ShirahatU 17 
Hassan 17 

Holenarsipur 18 ( 111) Bldar AurCld 1 

Manj arabad 19 Busav uk:l1yan 2 

BhalJ<i 3 

Kodagu Hadikeri 20 131d"r 4 * 
Somlfarpet 21 HU"1nClbad 5 
Virajpet 22 * 

(iv) D'1y.shlna Bel thmgady 1 

Kolar Bagepal1i 23 Kannada Buntwal 2 
Bangarpet 24 Coond~pur 3 
Chikkaballapur 25 Karkal 4 

Chintana.11i 26 HcJngalore 5 * 
Gauribidanur 27 Puttur 6 

Gudlbanda 28 Suilla 7 

Kolar 29 Uclipi 8 

"1alur 30 * 
Mulb"!gal 31 

Sidlaghatta 32 

Srini If aspur 33 

Mandya Krishnar.~j apet 34 

Maddur 3S 

Mal aval 11 36 

Mandya 37 

Naganangal a 38 * 
Pandavapura. 39 

Srirangapatna 40 



Table 7 I Rural S i1l1pl e - Tal uk and Village Level 

Sa:-opl e Average 5" range No.of Sa-ple Location 

Region District Taluk Villilaes size of for the house- hou~e-
Fcr- cone of 

selected the aVl'rage holJs holds 
ccn- th£' 

village vlll age as per 
t.:J')c village 

in the (house- 1971 as per 
tcluk holds) Ce. .. sus 1'" 7 1 
(he,use- Ce;1!1US 
holclsl 

(1) Bangalore Dojda- R a'11adev anahilll 1 87 91-83 121 30 43 71 
ballapur 

Gowdahalll 84 21 30 99 

Nag a::len ahilll 1 76 18 27 44 

Sub-total 178 69 100 

Hassan Arsikere Nerlige 100 105-95 221 29 64 171 

Somen ahall i 103 13 30 81\ 

Chandlapura 24 3 6 14 

Sub-total 348 45 100 

Kodagu Virajpet Bilugunda 256 269-243 329 7 41 30 

Kothur 252 6 31 70 

Kottageri 228 4 28 67 

Sub-total 809 17 100 

Kolar Halur Bellav! 66 69-63 76 24 42 18 

Chickadanavahall! 65 20 36 248 

Nosagere 39 14 22 127 

Sub-total 180 58 100 

Mandya Nag i1l1 ang ala Hullekere 64 67-61 85 22 46 3 

Sankanahal1! 66 17 36 6 

Ya::lavanahal1! 33 8 18 112 

Su;:,-total 184 47 100 

( ii) Dharwar Navalgund Ha1likeri 257 270-244 5;19 77 61 41 

Man ak<lwad 246 36 29 34 

Sa!dapur 88 13 10 30 

Su~total 863 126 100 

(11!) Bidar Bidar Al'1dura 186 195-177 410 51 65 97 

Goonall! 184 23 29 57 

Sangvi 39 4 6 84 

Sub-total 633 78 100 

( tv) Dakshlna ~langalore Harol! 404 424-384 480 22 44 7 

Kannada Permude 385 18 35 63 

Chellalru 228 10 21 51 

Sub-total 1093 50 100 



Table 8; Urban Sample, district level. 

House- Per- Sample District 
Region Districts House- Head 

hold centage holds 
Quarter 

(i) Bangalore 612477 78 95 Bangalore 

Hassan 37416 5 6 Hassan 

Kodagu 14625 2 3 Madikeri 

Kolar 79155 10 12 Kolar 

Mandya 42265 5 6 Mandya 

SUB-TOTAL 785938 100 122 

(ii) Dharwar 185114 100 48 Hubli-Dharwar 

SUB-TOTAL 185114 100 48 

(iii) Bidar 29105 lao 19 Bidar 

SUB-TOTAL 29105 100 19 

(iv) Dakshina 
Kannada 92218 100 21 Mangalore 

SUB-TOTAL 92218 100 21 

GRAND TOTAL 210 



Table 9. Urban Sa.'11ple, Urban Centre, Division/Ward, Street Level. 

Region Urban Centre 

(i), Bangalore city 

Sub-total 

Hassan 

Sub-total 

Madikeri 

Sub-total 

Kolar 

Sub-total 

Mandya 

Sub-total 

(ii) Hubli-Dhan;ar 

Sub-total 

(iii) Bidar 

Sub-total 

(iv) Mangalore City 

Sub-total 

No.of 
Divi
sions/ 
Wards 

63 Divisions 

5 Divisions 

5 Wards 

3 Divisions 

8 Divisions 

15 Wards 

12 rlards 

25 \,Iards 

No.of 
Divi
!;ions/ 
\,Iards 
chosen 

1 
5 

10 
15 
20 
25 
30 
35 
40 
45 
50 
55 
60 

1 
5 

1 
5 

1 

1 
5 

1 
5 

10 
15 

1 
5 

10 

1 
5 

10 
15 
20 
25 

No.of 
house
holds 
in the 
Divi
don/ 
v.'ard 

2895 
3874 
4793 
2526 
5190 
4064 
3983 
9964 
3417 
4558 
4317 
3174 
2368 

55123 

1882 
1783 
3665 

569 
598 

1167 

2354 
2354 

1699 
2024 
3723 

5024 
5110 
4758 
3338 

18230 

1312 
341 
412 

2065 

2715 
1132 

311 
1123 

514 
2096 
7891 

Nane of the street chosen 

J\nj eney asw~ny Tenpl e Road 
VI Main Road, Vyalikaval 
3rd Cross, Na;pppa Block 
25th Cross, Kilari Road 
Ittige Anjanappa lane 
Sirsi Road 
3rd Main Road, Kempegowda Nagar 
30th Cross, IV Block, Jay,magar 
Venkataramana Naik lane 
Palace Road (Sadashivanagar) 
Sat ya.'1ar 'lY ana Temple Street 
Bh2ratinagar C Street 
Grant Road 

I Cross, K R Puram 
Doc1dabasti Road 

D~swal Branch Road, Street 2 
Hahadevlpet Road 

Gulpet 

L"l:~hmi J.:'nardhana T("Frple Strep.t 
I Cress, AshoknagilI" 

U BRoad 
Vivekan,md Nagar 
Ey-Settl~~ent colony 
Hahaldar Oni 

Sardar Patel ROad (I-lain rO.:lr~) 
Talghat 
11angal Fcth 

Ashok Nngar Boad 
Nehru Avenue Road 
J M Roa"! 
Shiva Bagh ROdd 
t\ellikai Rond 
Kan}:anaiy ~lain Road 
(Kankana~y to Buntwal Road) 

No.of 
scnlple 
h()\l~e

holds 

5 
7 
8 
4 

10 
7 
7 

17 
6 
8 
7 

5 
4 

95 

3 
3 
6 

1 
2 
3 

12 
12 

3 
3 
6 

13 
13 
13 
19 
48 

12 
3 
4 

19 

7 
3 
1 
3 
1 
6 

21 



D 

• 

State bound ary 

District 

District head quarter 

Sample 'II VI age 

Taluk head quarter 

Karnataka 

D 

Gulbarga 

Raichur D 



APPENDIX t B t 

Yi'l"l,-l!O!I tr.>t:!, >I"",-dt:l O!Id m~ ~~,MV !.oO~ ~~6Qi}i'l 

A STUDY OF TAXES AND EXPENDITURES OF GOVERNMENT OF KARNATAKA-1981-82 

lJ,:)tJf" O. e~,~~lrO/\ O!I~Ulot.lrlli >I~ t 
A HOUSEHOLD SURVEY FOR Ph. D. THESIS 

lJ.,:)(l<".,:);:lf' cr.>~, 1J,:)tJf".o. ;rIoM~~<J. ~~n! ~J"!2. m>::!J?t!<J t.l~m;:j"'~e~,ojJ;:1:(o:>!., !3orllif.>d:>_u. 

By P.L. N. Raju, Ph. D. Fellow, Institute for Social and Economic Change, Bangalore-72 

~JH;d,C1~~ 

Confidential 

SECTION A: 'lfJU,Ot.l:Z r:."i:--,;:l. Identification of the Household 

1. tS"L'Olstrict.. ......................................................... _ 2. :r.I<;,(f.>.h/Taluk ........................... __ ........ __ ................ 3. ~"'.JVillage .......................... _ .................... _. __ 

4. Z!~ ... ~ Town ........................... __ .............................. .. 5. ~~ ~o.!House No._ ............................................... .. 

6. 'If~~o:..-: ~-'J;"..c a:>ld:>/Name of the Head of the Household ........................................................ __ .................... _ .................... ____ .. _ ........ __ ._ .... _ ............ _ .. " 

7. =.101 ~.; ::il;:l;:l;; ~>lrj.:;fName of the respondent ...................... _ .......................................................... _ ................ _ .... ___ ................ _ ...................... _ .. "_ .. " __ "_ .. _ .. _. __ .. " 

• 8. m~!Relgion: Hindu/Muslim,'SikhjChristian 'Others. Specify;'!llcl >I,r.:.l" ........................................... _ .......... .. 9. ~)/Caste ........ _ ............ _ ...... _ .. _ •• _ .. __ .. ___ _ 

10. ;:b~~ .::'::J:House (el eo>M/Rented. Rs .................... (~) ~o3/0wned ('11) (i.r.d~ oO/Type of wal/ ................. _ (~) ~:v~~d :;,~/Type of roef.. ____ _ 

'1. YJUlot.ld ~';)!c ~/Houserold particulars: 

w.)t.l.G~:: ~~~~t;l I ;:c.:J"-l.) 

! '::t:;;>,t,l",>lI, 

I 
m:','If ~::ri~ 

'Ils<l(t..":>t.lJrt~o C:::) ~c;, 
51. ;:j,t.~ ~":d:> ~JfjoOf'\:.:.;:; ·xc!Jo!f1 IrtO~f~t"'-;., Age in ;:j"~ Annual individual 

Name of :~e person Reiation to head Sex completed !Education i Occupation income from main 
Income from 

No. 
of househo Id years I I I actiVity other sources 

-

o1:l 

I I , I 

I 



2 

SECTION B: 1. (i) ~~. ~"U;ot.lOod t..oO:;l ~llr ,jr.Jro lr.ld/"~det!~ o.i1;)[T.)cdr.l ~erl"~c!Q d~1 

Did anybody from the household go to government school/college during the past year? 

51.1 3drll/ '/r.JM:r:<" 
~,jdl 

Class in which 
No.1 Name ot the person 

studying/studied 
I 

(ii) • ~~. ~"\.'~ot.l= oi. ... ::; =~~ "",:f'r.:s .. ~ 7j)~ ~ t;ocr.dC ;JjC%~tr.r.c;';'..;;cc~t1 

Is anybody from tr.6 household a member of a public library 7 

:f.'/r.J,t/:.r.Plr. 

Nature of Institution 

~'OZ11~/<:;~ 

Yes/No 

Govt. (1) 
Private (2) 

t,;c.,;;;/ruv. 
Fee 

Paid (Rs) 

al'"~/"II~ 

Yes/No 

"'"., v 0<" l;,~ / ruv. 
Scholarship/fee 

concess ion received 
,Rs.} 

Other benefits· 
Mid-day meals, Free books. 
free lodging faciatities elc. 

(Rs.) 

I :C::':/_ .. c "}r",,;:i (00) 

1

___ Nature of membership Sl. 

No. 

~%dl 

Name of the person 

I 
~~~u ~vO~j 

o.J • 

Paid (Rs.) Free 

_____ 1 _________ _ 

~------ I 
(iii) ~:~ Oil >::~ ~~~l. ::.. J~;l .o:c.:.:.a.? 

Do you buy news':JPIH regularly 7 
l15'Oc.cd. ~orlC~ ':"'IJ,..'-

II yes, expenditure per month 

(Il"c::.J- 'll:J 
"" 

Yes/No 

Ri. 



• 

(2) li) 'lfJao$).)~ ~eo;1 ;:l~~1.~t~? 

What are your sources of drinking water? 

~ o~ 

'" Own source 
(within the house) 

'Qj~ (~~~) ~"'~rlj:;:_c:::) 

Others (outside the 

house) sp'!cify 

I 
------~---------------

(iD tJdol) ~6;:;~ 

What are the drainage facilities available to you? 

~tO/Open ruo.::l/drainage pits l.~<!."!~olljclosed drainage. 

(iii) 1I~""I'\,Q>!J':::':' 

How do you dispose of the garbage collected in the house 7 

Ct~:>i.Q c:r:,:!~~=o Dumping on the streets 1I;;::j M !.l,jln the garbage binI 
("'!.~)/HQuse backyard 

(iv) :;;:;;t.;~ ci..7~ ~e~:d.J ;::!~"'J~. 

(v) 

What type of todet facilities are available in your house 7 
Type 

~;:!:)t:r;~~UO}J~CJ 'Il~~~ .,J~~ O~~~~~J ~ ::! rt::::(I~.:;::'Cv? 
0( tJ ~ .! JjI 

What is the frequency of garbage clearance by the municipal authorities 7 

~)lC;-:JDaily ;;;:c/Weekly ~o;j<'/MonthIYI Never 

(3) &c~~ ~~F::::'~::-"~~;5~LU) (.;~~ o.i.':'~~~ "'de:~~ ~I~oj..) l. .... ~~:~::.d 

Did you receive any he:p under housing schemes last year 7 

Nature of 'lelp 

~~~~::i ~~I-~'-'I r.;:'..J~0"!~ 

House s'lte/house allotted/loans 

:::: -!:../ ~~.:;e ;'3-rF 

Name of Agency/ 

Programme 

_____ subsid i~~'othe~.,_spetify,----___________ _ 

I ----------------7-- -------

I 

(4) 

(5) 

~~}t ~~~~:;~ e~:\~:-:: eJ ~Z) "Q~~)t 

Do you have a radio/TV in your hous!! ? 
",,"'~ 1"'$1 
Yes/No 

._-------- --

:....~~-::~:::Q ~::;;O)~~"y:,~ ~:-l='~Q ~~.:;l~'''::-;lc;.~:,~~e? 

Is anyone from the household a member of co-operiltive society/bank etc 7 
:c""~~~d oJ...~~ ~~~o.::,: ~""~:':J~~~;:~iIl L:c.~~ ~~F ~:i:;~? 

Yes;No 

If yes. what benefits did you get last year 7 

~i~"~ ~01. 

~;: O~ ~:.~j ;(J., o:Sj;::'~ ... .r:i:,)c...;.J~, 

Nature of benefit received 

~b~" ~r.;dJ -------- . -~~~;,: ~ ~--;~ .. -:-,c-.::-'-:;--"~.;---<i.,.''''-~::-''''~ 
:it;::: QtJ ~~ c .. ~~::~ 'l;"'!,) 

. Name of the person 

Co·operative 

societY,bankj 
store, etc. 

Loans 

in cash 

Loans in kind 

(fertilizers) 

PurchJse of g00ds 
through co·opuJtive 

societies 
~-------j--- - -------- 1 I._ I I ....- --I -- r . _____ _ I _____ 1._ ----1--------T-- I 1------

1 ____ 11-_11- I, I _ _ __ _ 



(6 ) (i) ~~;;j) ~~~ r,:...:.:~~ .. rtr.ooo",eOOl~ 
Do you own any agricultural land 7 

" Yes: 

lJ;I..),,~crt~ 
.,,:" ;::.;;.l::' t!~ ~~(J:)~:J 

Area cultivated by Area irrigated 
Type of land 

the HH as a whole (acres) 

(i) Ol~'. ~l~o$l ,.)~. ~:'o!l .:.Jl.!F'>:: :lojd 

I 
I 

I 

~~/'8~ 

Yes/No 

~eo;:j ':.l.JH) 

Source of water 

4 

r.,~o~ ~CtJC";IW eJ\.lJ.J!.. (!uuorJ ~~F") i ,='" ,",.,,"! 
Water supplying Output. last year )ljll5Ololl :>C?j:j Programme/agenc 

agency Nature 01 help through which he 
Gov!. (1) Pvt. (2) Crop Value_CR~L is received 

- --

(7 ) 
What is your household monlhly expEnditure on various items. food. non-food during last month/Vear? 

~:.~ ~~t.:~f...:,:./ Item 

Rs. 

tI::IS:>CjFood items: 

r;:-~trt<;jCereals and pulses 

lcr.>~:Vegetables 

':".o';jNon Vegetarian 

ttorl,.)~,jEdible oils 

;("o~/Sugar 

t!%;jGur 

;:... .. ~f~ ;.~o:!.::t~(=./ Beverages 

'lll('!,'Others 

~!.l~ ""~',/Total expenditure 
Rs. 

t1;!;OlC::':~CjNon-lood items: 

El'JC;)o:wj Fuel 

Ll~.JClothing 

Cigarette/beedi etc. 

fll'l.!;j;!.;et:'.:J/ Furniture 

O:I;:>;"c!'';l e;r;~c:(';rtO:l/ Agri. implements 

d~~,;;~ t1or:n/';;"lo$)t!t3/Expendlture on goods purchased 
through the ration system 



(ii) "'''~ i1:~edtl'ir.)/\ 30119 Alli;)r 7 

What is your monthly expenditure on cinemas 7 

Value of ticket usually purchased 7 

(iii) Oil'il;1::le oel~ <=:;:!xrN;) 

(v.>l!~/ flJ:;:';'~/ ~!;sl) 

Are you in the habit of : 

Rs ......................... .. 

Fls .. _ ............ __ ...... .. 

oir.> .: cr. !:! ~ 

State 

Buying lottery ticket/ betting on horse races/ others, specify 

(8) ~~(o;r::j,;.rt" ;:; ... :.:~~~.,."X~F'COOC ~:roo.l:l;;j;::J~ ;r:::l~d.J:lc;>? 

Did you receive any help last year to improve your livestocK 7 

:r;'''t::J/ 'f),~ 

Yes/No 

5 

Frequency 

~.JHJtJr\J 

Amount eRs.) 

J::~ ~c ~!.:::. .:~d 1.o;3d o::.r.J ... 
I ~""~ o:)~_ ;;J.;"~;:;;;'~ l::~:.;:.:;;::~/Nature of heIr received 

I 

-
DescrIption of Llltlstock Number x:-;>:;=:;>i FinunciJI 

I 
'f),1: ;:;c;Jc.:.J ~':. ::!);%~~, ;:;'.1 ~:/Oth0rs : Veterinary 

(purchase of livestock) hospital, foddur. cattlu feed, ute. 

I 
! 

! 
I 

I 
I 
I 

(9) 
~~:~ ~::)= ~~''::: 1:UC';lt.,r.)ttj :! ? ,., .... 
From where do )OU get your daily milk supply 7 Government Dairy, Own/Private (~j~"II), Rs ...................................... .. 

r :T ~~~ ..... ~ ••. , .. - ",,~,~ "·J~II ;<~~<·~~ .. "··e "o-'~ ",' .. ""A-'.'~, J" -' ............ .. tl0, - .... -~ ..... t1i.~ .. --~.~ C""'- ('1.1,i00i...-,, """'''W~e.4WII __ ''' t....J ~t.J _ ...... L-.[~"'~ .. 1; ..... Ol.)o"o'C'~"II ..... ,·~_C'tI :L~="':/tQ~ 

Is the ra any dirc~t help from the State Fisheries Department to buy nets, boats etc. 7 Yes/No 

rl~" 
Reward, if any 

';~o:1J ';0;( .. 
Programme under whic 

help is extended 
--

h 



(11) ~ ;i'll'llcci r.>~f"!.., ;::;::'01: ~~~ ~:ll.o1:;J.l\dci:.~? 

Did you benefit from the following programmes] 

~"o::..:.F'~~c:! ~~~ (v,,;:: ;;;;;,c,[,:;:;:c;: ;J;o~L) 

Type of prog(amme No. of persons benefitted 

c~ ;:';:!...':";/Road building 

IJO);":) j •• e:i.J:.;!jDigging wells 

'd.71l);-.".1 ~o ;:.)r! c~~!~::;:::: ~~~ 

House sites for landless labourers 

z:...,:... e<",,,,.o ~.'>i:':'" ". Nutrition programme 

~e:!~ ;L"ut;,;:: ~~ ,.'.1 ~:~ 
" Providing writing materials to children in school 

(12) )oi • .;~ ::'~~:.:i .. ~ :':'1.:' 

How much is your average rr.onthly electric bill] 

~~~F~t.~ U".;~~.:::~ 

Type of use 

.~;!jResidence 

.'!I l. wz:~~~r.IFarm . ' 

~bili.!Jzj':'F" 

Expenditure (Rs.) 

.1I~rnel!i Industry (ShoP, Hot,:ls, Cinemas) 

6 

w~~~ri 

Employment 

(Cash) 

--_.-

~e;::;r! 

Deposit (Rs.) 

Direct benef its 

~~ oe~~~ 

In kind 

Indirect benefits 

tNj ~ ),~ CJ;:j t.lt~lI 
.) .. " 

Demand for product Supply of inputs 



6. 3) ~e~ ...,~~ UoO~ :::;? 
C-

Oo you own a vehicle 7 
~"'r::!.J/'<lit, 
Yes/No 

7 

'(.,;0 j ;:,;)~~~ :.!t! ~ot.r..: ;;:t;:~ 

Mode of transport 

lol1l1 tJlJ;.F' 

Monthly expenditure Value of personal transport 

N'~;:: ,j 

MVT Paid, if any 

(14) ~oer: ;:'~F"t!'~ ~.:.~.: !.:: ;:(~;(tC::tC:i::'~~ X~';lf"O eJ':!...;~~;2 t.!-!3.-,1 ~:ic.o~::::&:.~? 

ti) Has any member of ,our household received treatment from government hospitals/dispensaries last year 7 

.,:,;;:.., 

Name of 
Person 

\X::~ ~-S~) 

Maternity homes dispensary/ 
hospltJI PHC run by the Govt. 

(ii) Are you a member of the ESI scheme 7 
II Yes, 

~:!:~~ 

Contribution made 

(last year) 

(j~jj .. /,\ ~t:i;'F'/Cost of treatment 
~,:" :;:,.j ~;.c >;:,.j 

Free 

Yes/No 

zl d <)iJ;.;:! ~:r.> <)iJ 

Benefit received 
(last year) 

Churged 

~ ~ .~,.J OO,j ':..: ;:~;, 

Duration of treatment 

(days) 

"",. :;.:~~ :;;;:.--:.:o/Medical benefit 

Maternity car3, Child care' Preventive 
b~n8f It: VacL.ination/ Fami Iy 

Plannillg operation/Eye camp 

(15) Has anybody from the H H applied to KPSC and il so, 

what is the result 7 

Name of the 

applicant 

Post applied 

lor 

Result 



(16) 

(17J 

!ooO~ ~~r a;:::.Hi;,t\ ~;;::-;., 3~. e:~n~t'\ ¢G~~: d!~ t.3e~c:x.j~? 

Did you need special police protection lor your lile or property last year 7 
;;''':,J. ~r!o!:.~ O: .. ",:,c;=: .. ~ r.,~~!. ;!~lr: ~jOO,N~::~c,;~ 

Is anyone in the H H recE:iving pension or other retirement benefits 7 

" Yes. 

;f:;~ 

Name 01 person 
getting pension 

;!'~~'l':":~;:: J::r:> (;:.77).O'/;:C;_F~) 

Amount received (monthly/ 
annually. Rs.) 

SECTION C : 

(lJ ~ct;.::: ~r;:f"=~ ~e~ :.: .. -:~:!~ t;:~wc::'"O)~.;,o:.;,,~ .... ~Ji)U ... DQeOi)~ 
Did you pay any land revenue last year? Yes/No 

g 

Yes/No 

Yes/No 

" yes, amount paid Rs ............................... lor .••.•...•••. __ ........ acres/guntas:cents 01 land 

(2) ~t~ ~;:;;'';~/' ~+~ ~J: ~~ L':.c!:..c.~eG;)1 

Do you own any residential or non-residential property? 

;:::..~. ;':'~!.::/t:c~~/;::,:';'-. 

Nature 01 property. 
Residential house; 

site: non-residential 
businass premises elC. 

x ~ ... 
Place where the 
property is 

located 

Yes/No 

::;c.:::,~ 

Rent received 
(monthly) Rs. 

(18) ~"'Jd'::bet1 ~cJ~o.!;. ~~oc'J=~ ~~)~ ~~:rl:.~cv~,cu=c' .. :u ~"".,jr.:. :i.z::~~~ ~e0~~:.l;,;"~~ ? 
Did any member 01 your hous€hold IEgister his/her name in the 
Employment Exchange 7 

" Yes. Yes/No 

;i:..c..J 

Name of 
person 

r:L;)(c..CrJ i::::;, 

Year of 
registration 

~ ... ..;.:j~!en 

Whether placed through 
employment exchange 

---.--- -------
/-19') -.~ ~,-~ .... =-'-', -'-"0"-"' -- -' .•. ,- ..... ~.,. --' \..: 'I c ..... -:t) ................... " ..... ;""'..,/'-..,J .... -'''''' .,..7 ....... 1 "., ~ '").J .. ",,,',.J..J "_ ..a...,;, •• ! 1.~ "" ... . 

Were }OU a party in any case belore any court 01 law in the last year 7 

YesiNo 

bJ~ l:; .. ~ (Cvc~ .. ~ ;:;~f) 

House tax/property 

tax paid last year 

~GO~ ~;;(:: !;Cj..J ;:!;:!S~;: 
Transactions. il any. 

last year 
-------'-

~..J:'::':' ~:.;;~;.~ (,:~~) 

Bought Sold 



Did you pay any Estate Duty on your agricultural land last year 7 Yes/No 

(4) ~:;:F""~~~ 

Did you receive any financial help through KSFC/Gramecna Banks/Other Institutions las t 

year 7 Yes/No 

If yes. amount of loan Rs ........................... . Rate of Interest 

(?) ;(oe.f'"ct..co ;I;~e,) ;:'~,~ rl.:·v~d~\"J ~-::r.;,~ ';:;r- :::::f:-J~~t 7 

If a Government employee. did the State Government give any loans and advances 
last yeal 7 Yes/No 

If yes: 

,,-,vl ;:';};)or1ri 

Nature of Advance Amount (Rs.) Interest Rate . 
-------------~~ ----~-------------------

SECTION D: 

(1) ~(~ t:J:r.,v!"':;o;;;-;:T, ,,~,::)O~ C:C:!':~2.r1\'~ r.:f~.o"c. 7 
Din you receive cosh/in kind relief for drought. flood. etc .. last year 7 

r!=;;i; r.:l=d 

Type of relief 

Drought 

~..J;;V~ 

Flood 

Period of relief Value of Food. clothing. 

supply of fodder. employ

ment. cash. etc. 



APPE:mIX Ie' 
~u o:f Econo~ics and Stat1!!1tic!!I, l'nngnlorc.· 

Far;':l (:.1arvcst; -·rir.f!s of Af,"rir;ulturcl C"..,moditie" durinf; 1981-82. 

Karn..'\tam Sta.to. 
. . ---------------------------.----------------------------------------------------------------------------

:;1 Distri ct Paddy !':. Jowar H.Jowar na g:1. Bajr& ·Jheat Ma i:z., ~engnl 

!:e. gr~'T! 

~---------~------------.--------------------------------------------------------------------------------
1 2 _~_ ~.J_~ ___ 4_ 5_ 6 7 . 8 9 10 ---- ... -.-- ~- ~- -----

. , . anng;J. fore 1;0.67 15.'; .. oe 1 J7 • 1 C 

2. Bel~WD 126.23 134 .57 164.J8 1)4.69 136.00 2~P .11 162.34 2~J·n 

J. ~ 111\1'Y 1/~0. co 179.00 116.00 126.00 

4. Bid It:" 106. SO 125.6) 196.70 108 • .5 5 201.06 299.97 

S· B1 J~;:ur 112.64 151.47 110.29 2<:6.8,} 14~.,0 2.59. 1'9 

6. Chik..,ngalur 1 J2 .17 .112.87 119.92 

1. Ch i trad ltt"ga. 115.;0 156.00 175·25 126.08 97.,50 .151.CO 434 .Ce 

B. DautUna Kannada 148.74 

9. D:.a~ad 137. 00 13 1 • 00 }5J·89 127.25 :nO-.09 )22.65 
\ ;.-

170.00 
.. 

10. Gul:arga. 122.00 169.00 112.00 254.00 292.00 

". !iass4n 157.68 135.74 173".00 

12. Koda~ 127.49 
" 1,. Xo l..3r 1 ~2. 76 1513.67 121.87 147.75 

14. *ndya 140.4) 170.21 167.23 2';"3.47 

1~. tJ.Y8ore 129.63 137.4:3 162.1~ 1 J6. j7 416. 5~ J 

16. Raiollur . 1)1.00 114.00 1 Sf: .00 103.00 2~.QO 2C 1 .)1") 

17. Shico&B ~ :,0.11 143.00 .146.71) 137.80 

\ 1 S. Tt-.."ltur 155.)0 145.98 1"60 .60 141.75 
\ '\19. Ut tartl }{annada 1 :33.66 .. 

• ' Strite Yeighted 
'I· avern-ro. 137.33 1J2.26 167.49 147 • .15 112.41 229.J2 148.61 293.66 , \~-----_----4-------_________ 4_. _________ . ___________ -_______ 1 _________________ . _______________________ 

\ , , \ 
, 1 • • - -2 .. ,-. 



-. 

-2-

.. ------ ------ ---- ------,- -- ----- --r-- -- ----,- ---.. -----, _ .. ---- ---,-- -- --- ---1----------,--- -- ----,. ----.-- ... -- .. 
" I' Horse I Grecn I nlnck I I t I .... r y I , 

'I~: :>is';rict : 'l.'ur ! gram I l-;-rn.!II ! ii-rom ~ Avare : b.~u.rd ~hillie~ 1\ltlll('ric ,,' 
___________ ... ______ -----t- - -- -~ - ~- -- - - - - - -- - -,- - - - - -----,...-- - -- -- - ~--- - -- -- - -,- --. - - -- - - --- - - - - - --)- -.-- ----.---
1 .:. :', i 12 , 13 I 14 : 15 / 16 I I 1C ._------------------------------------------------------------------------------------- ,-------------
1 • ~n[!Ellore 

2. "3e l?,:lun 

J. !:<E' ll~y 

4. Sidar 

5· Bijapur 

6. r.hikmac-a lur 
7 •. Cilitradurge 

o. Dnkshina Kacnada 

9. ~ar'lad 

10.; Gulbarga. 
11 • !iaeaan 

12. )(odagu 

1:3. Kolar 

,~". l·:andr-

15 •. Jl.ysore 

',6. ~ Raictlur 
1";". Shillloga 

18. 'IUnkur 
19. Ut tara Kanna.~£ 

.326.~5 

279.00 

340. S6 

JCJ4 .75 

4413 .313 

244.00 

333.0C 

"-

410.6J 

.356.45 
~86.88 

45,.29 
J95.70 

17.3.10 
136.00 

158.00 

202.80 
191.12 
3°.3.38 

19).00 

1)6.00 

112.87 

15 1 .. 95 
141.3) 
H~9. 51 
179.CO 
199.17 
113C.37 

147.43 06 

27 0 .94 ~99. )n ~~9 282,,50 

19' •. JO S 11.00 

JC 1.45 24').93 .;. C29.79 ~57 5 .00 

')07. 12 759.58 

745.20 
332.1 J ~05.5° 745. CO 

24, .44 92).29 272.29 

294,00 71S'.00 

J0 7. 00 234.00 96~.OO 

CS:::.:::O 

317.44 1'X~.7!) 

404.17 
440.62 385.25 J79.36 1353.47 
266.00 

749.30 
2CO.45 1:'::~1.80 

State veighte~ J88.05 l~j.96 299.87 251.13 )27.57 51 5.50 025.9J 370.67 
average. _____________ - __ - - -.-- ---- -- - - ---- ----

~-.---.--------~ ---.------------------- -- -:-- --- ---- ------------------ -:)-

t 



.. -3-
- ---- -- - --- - -- -- - - .--- -:- - - --- .. --,. --- -- - --:-- ~ ----- -- -"-- -- --- -- -:--- ---- --- .. --,--- -- - -- -r-- --- ---.---- -- ---~.: 

_ t" 'Ground-" , II 

o I Distric t 'Gin!.rer 'Pepper :Ccrd~om' nc:t ; Sesamum '~8tor I Linseed: SuellrcBDe :0. ' r 1 ,. , • -- -- -- ........ --- ------- -- -,..- ------ -'---------- ------- ...... --- ...... --_ .... ----- ---- ........ --------c-- .. --- --,-----------I , \ I , f • -: _______ , ': ____ • ____ J ___ ~~ ____ : ___ :~ ___ J. __ .~: ___ ..;. ___ ~ ~ ___ .L __ ._ ~2 ___ ' ___ :. __ ~~.___ _ __ ~ __ J.' ____ ~§ ___ _ 

1. ' Bangalore J52~94 471.25 371.98 ; :~ • JIlt ... t..' ....... .:. 

2. :)0 19aum 2)1.50 ')77 .60 '1 B .60 ' 
-,. Bellary 355.0:1 424.00 311.00 
4. Bidar J17 .50 4139.88 4)0.)0 20.40 

5. o BiJapur ... 4°3.2) ·495.29 336.00 22.00 

6.
0 

Chikmaga lur U~590.·93 295.01] 520.09 524.50 

7. Chitradurge.. 394.00 50 5.25 '),e." • 27 .20 

O. Dnkahina Kaonado. 171.50 979.26 74.60 

9. Dharvad 391 .00 

10. Gulbarga. )62.00 566.OC 40).00 

". Hassan 9000.00 46C.:o 232.50 21.50 

·12. Kodagu 1352.60 1 :)701.24 

1,. Kolar . 374.12 1~.8, 

14. ~andya \6 .. 379.38 206. C4 17.44 , 

'5. HY'I'ore 375.16 503.93 )::).OC ~ - 21. '0 

16 • .Rniehur - 342.90 369.1 J 26D .. 25 357. 00 22.50 

17. Shimot;a. 407. JG ... 356.63 22.'7 

1G~ .Tumkur 397.80 296.C7 21".08 

19. Utta~ }{.c.nrr.~'\ 1549.92 
, , Sto.te vei.ghted 298. , 8 1313.97 10705. 4 1 347. GJ 496.25 )'1 .. 124 JC 5.59 20 .5~ 

~ 

~ver8.gc. 

------------------------------------------------------ --------------------------------------~---------
arv 

'. 



-4 -

-------.--------------,--------;---------,----------j---------i---------,---------.---e------,---------_ 
"'! . :31 District , cotton :Ttlbncco Mestn ,'Potato Onion, Coconut : Arecnnut :C"'5h~"'nut 

no. '. , '(J'('r leOO • 
• ' t. r •• ,. • " , 

-r---- -- -----~-- --- -- -~---2i --- ~---- 2~-- -;----2~-- -- t- -- j6- ---;--- j"1- -- ~ -- -nlJ~.~ ) --.: -- --- j;-- -;-----4 ----______________________________________________________ __ - ______ ----- ___ .\ __________ J ______ ~ ___ j ____ J ____ _ 

1 • s,."n en 1 0 r~ ~ 158 .60 1296.25 • .. Be It;aun 421. S8 758 .)) 140.00 159.eO .. , .. 
J. Doll~ry 86.00 
4. Dido.r )67.35 231.13 
.~ . 3ijapur 355.28 195'),1 
6. Chi k'na.:r:l1 ur 1 1 C .... J 1 1)01.87 1609.72 
7. Chi trad urga 421.50 B77 .25 ' 95.25 1225 .. 75 2115.1J 
0. Dnk!3h1n8 Ka mada or 1655.00 12')0.62 ~n.57 

./ 

9. Dharwad )48.54 ~' 

8).00 
10, Gulbnrg3 377 .00 190,00 77. J8 
1 1 ~ Hassan C2.92 1760.00 1250.00 
12. Kodagu ';'$0.20 
1), Kolar .. .; 85.9) 1)1).40 ,;. 

'4. f.~andya 117.)8 1278.1, 
15. Mysore '537.50 1662.5° .;. 

16. Rnichur 411),00 

17. Shimogo 60'1,75 1111)1, • f.'i .5~1.CG. 

1£1. Tumkur 14c) .. 60 134'5.10 ~ 

19, Ut to.~ ":'-.nnada 1786.00 1~('I5,OO 577 ,)4 
\ State '_"'ie;htcd ,85.9'. 927.12- 192.~5 110.95 , 21.26 1117 Po • :;~ •. ,110.96 601 .~I 5 

Avera~.. . " ___________________________ -- --------------------------------------------------------------------------- '&'''''~v':) 

f')r Dire c tor. 

, " 
'./ <- '.,. ;"", 
t "II. I 

·1 

............. - ....... 
,. . .. ".- - - - ,-- -. , " .. ' .. 

. ~ 

( 

~ 
( 

( 
~ 

~ 
( 

-. 



APPENDIX 'D' 

T A X ACCOUNT 
(Rs. I~ khs) 

No.of He.HI of Account Receipts Expendi- Net 

SI 
R.evenue Revenue tures (3)-(4) 

No. 
Head of Account Receipts Expendi-

tures 

(1) (2) (3) (4) (5) 

1. Taxes on Agricultural Income 022 220 907.77 32.13 875.64 

2. Other taxes on income and expenditure 028 220 971.81 16.89 954.92 

3. State Excise 039 239 11774.41 339.46 11434.95 

t1. Sales Tax, State 040 240 24019.84 400.41 23619.43 

5. Taxes on Vehicles 041 2t11 5512.55 151.90 5360.65 

6. Taxes and Duties on Electricity Ot13 245 1636.59 58.19 1578.40 

7. Other Taxes and Duties on COllll11odi ties 
and Services 045 245 3684.17 3.14 3681.03 

8. StalllPs and Registrution Fees 030 230 2931.60 202.08 2729.52 

9 Land Revenue 029 229 879.75 1197.93 (-)318.18 

10. Taxes on Goods and Passengers 042 245 5W.87 518.87 

11. Other Fiscal Services 247 30.83 (-)30.83 

TOTAL 52837.3fl 2432.96 50404.40 



'.-

i\PPENDIX I E I 

NON-TAX ACCOUNT - (2 Tables) 

TABLI': 1 
Rs. lakhs 

No. of H(!nd of Account Revenue Revenue Capital Cn;>i tal Loan Loan Total Total Ret 
Receipts Expendi- Rec~lpts Expend- Receipt& Expendl- ReceiptD Expen-

Rev. R.ov. CaP. Cap. Loan Loan tures itures tureS ditures 
R<:lc. Exp. Ree. Exp. R~e. ~xp. (13)-(14) 

1 2 3 4 5 6 7 8 9 10 11 12 13 1+ 15 

I. GENERAL SER.VICES 

1. st!Jta r,.,q11'11~.f:\!r!" 211 165.07 16S.07 -165.07 

2. President/Governor 
etc. 212 21.16 21.16 -21.16 

3. CO'lncil of Hi n!st!"rr.- 213 75.04 75.04 -75.04 

4. Administration of 
Ju3ti.::1'!! 065 114 113.40 892.11 113.40 892.11 -778.71 

5. c:1eetions 065 215 0.62 39.80 0.62 39.80 -39.18 

6. Secretariat Venera! 
~ervice8 252 259.82 259.82 ..:259.82 

Sub Total 114.02 1453.00 -1338.98 

II. AD~l!~IIS1'Pfl.rvE SER\'1:CEf3 

1. public ~rvice 
COmmission 051 251 21.64 36.56 21.64 36.56 -14.92 

2. District Administra-
tion 253 768.66 768.66 -768.66 

3. Treasury 9"d Accounts 
Administration 251 279.80 279.80 -279.80 

4. Police 055 255 155.59 ~112.e5 155.59 4112. as -3957.26 

5. Jails 056 256 23.26 204.56 23.26 204.56 -181.30 

6. Su~pli~g and Dis-
po:;als 057 257 3.35 11.11 3.35 11,11 -7.76 

7. Stationery 8=ld 
Printing 058 258 101.74 492.55 101.74- 492.55 -390.91 

B. Fubllc works 059 ~59 459 371.60 1216.64 325.13 371.60 154-1.77 -1170.17 

9. Fire prot~~tlcn 
a~d contr~l 065 260 0.24 98.54 0.24 98.54- -99.30 

10. Other hdmini~~ra-
U.·{e Sez::-.ricc;] 065 255 222.53 337.49 222.53 337.49 -114.96 

Sub Total 699.95 7883.89 -6983.94 

7·-. 

,'c ....... ....- ............ ,.."...~ ·<&ezev="",ers"~-"""",~ ___ ~-"",,-;~~·~-,,,"""d? .... r-~-' ""'loo-..o:~'. 



,.~- . 
........ -.~ - - ~--

III. SOCIAL AND COMMUNITY SERVICES 

1. Secretariat Social and Commu
nity Services 

2. Education 

3. Art and CUlture 

4. Scientific Services a~d 
Re.aear'1:h 

5. Medical 

6. Family Welfare 

7. Public Health, Sanitation and 
Water supply 

9. Housing 

9. Urb~n Development 

10. Information and publicity 

11. Labour and E:mpl~nt 

12. Social Security and weltare 

13. Relief on Acc~unt of N3tural 
Cal am.1.f:.ieS 

14. Other Social and CoJlllllunity 
Services 

IV. ECOWDMIC SERVICES 

1. Agricul tun 

···.1· .-. 

1. Minor Irrlqat!ori J 
3. Soil and W<lter C OTIservation 

4. Area Developmen~ 

5. Food and NutritIon 

6. Anl~a1 Husbandry 
7. DaiIJ-" D!:!velC'I'ment 

9. Fisheries 

9. rorest 

.-- ..... ,.. '.''''. 

1 2 

276 

077 277 

078 278 

279 

060 280 

081 281 

082 282 

083 283 

084 284 

085 285 

087 287 

089 288 

289 

095 295 

IDS 305 

lC6 3C6-8 

1C9 309 

11' 310 

11: '311 

112 312 

113 313 

3 4 

477 

477 

480 

4151 

482 

483 

484 

485 

4A8 

495 

5C5 

506 

509 

510 

511 

512 

513 

5 

677 

677 

682 

683 

684 

685 

689 

695 

705 

706 

709 

710 

711 

712 

713 

I 2 I 

6 

677 

677 

682 

683 

684 

685 

689 

695 

705 

706 

709 

710 

711 

712 

713 

7 8 9 

96.36 -

580.16 19510.26 -

33.73 281.98 -

3.41 

574.62 5108.49 

28.84 964.17 

53.52 2644.73 

132.89 574.31 

3.05 373.51 

9.56 209.29 

47.42 921.28 

£'2.87 5472.81 

553.19 

45.00 263.14 

191.42 4447.S3 

23.18 

19.69 

68.50 

434.~1 

63.17 

4703.42 

2669.60 

128.67 

1007.30 -

646.95 

232.62 

2465.79 

i 

10 11 12 13 14 15 '1 

.- 96.36 -96.36 

80.22 10.79 39.29 590.95 19629.77 _19038.82 

150.06 -

33.73 281.98 -248.25 

3.41 -3.41 

574.62 5258.55 -4683.93 

28.84 964.17 -935.33 

6.39 29.58 980.00 83.10 3631.12 -3548.02 

247.26 243.83 359.82 376.72 1181.39 -804.67 

4.91 4.39128.93 7.44 507.35 -499.91 

6.42 9.56 215.71 -206.15 

47.42 921.2; -873.86 

154.28 0.18 5.65 83.05 5632.74 -5549.69 

553.19 -553.U 

10.55 12.46 10.51 57.48 284.20 -226.72. 

Sub total 1892.91 39161.22 -37268.31 

26.11 541.16 492.13 732.58 4965.77 -4233.19 

1129.38 100.58 616.53 123.76 4415.51-4291.75 

+513.80 

3.28 

1.73 

79.64 

629.31 

19.69 +385.13 +404.82 

0.14 - 68.64 1010.58 -~1.94 

1. 75 

1.70 

150.00 434.51 798.69 -364.17 

0.95 64.92 313.22 -248.30 

50.00 4705.12 3145.10 +1560.02 



~{-~ 

_ .. __ '.,.J 

1 2 

10. Community De~lopment 114 314 

11. Industries 120,8 320,13 -

12. Villaqe and Small Inductries121 321 
13. Water and p~wer Development 

Services 131 331 

14. Irr19at1on, Nav19ation, 
Oral n~gE! 8'rId Flood 
Control 

15. Power Projects 

16. Ports, L1~hthous.s and 
Shipping . 

17. Civil Aviation 
18. Ronds and Bridges 

19. R08d and Water Tran~port 
Servic8s 

20. 'l'ouriSln 
~/. Secretariat Economic 

ServiC8$ 

22. Co-operation 
23. ot~er Gener~l Economic 

Services 

133 

134 

135 

136 

137 

138 

139 

098 

104 

333 

334 

335 

336 

337 

338 

339 

296 

296 

304 

514 714 

520,2, 120,2, 
3.5,6, 3,5,6, 
B 8 

5:::1 721 

531 

533 

534 734 

635 735 

537 737 

538 738 

544 

498 698 

504 704 

714 
720,2, 
3,S,E. 

I 3 I 

7 8 9 

34.69 5046.23 

e 1258.34 1271.54 -

721 820.12 1800.97 

3.45 219.06 

10 11 

;- 62.97 

902.34 421. 21 

285.69 17.07 

832.47 6014.14 - 10549.9~ 

734 

735 

737 

738 

741 

698 

704 

1196.34 12.21 2111.33 

40.29 

1.63 

58.25 

17.04 -
135.29 3940.16 

18.31 102.17 

2.33 57.71 

148.41 

216.69 946.60 

216.99 703.78 

168.82 

980.40 

487.07 

119.62 

U~.64 

13.77 

727.94 822.41 

385.12 1.95 

12 u 

65 .. 22 97.66 

912.33 1679.55 

488.09 8~7.19 

3.45 

14-

5111.45 

3086.21 

2574.74 

219.06 

832.47 16564.08 

9041.00 3307.67 9053.21 

17.00 58.93 

1.63 

244.07 

17 .04 

135.29 4920.56 

335.00 32.08 924.24 

2.35 2.33 179.6B 

148.4-1 

818.82 1039.10 2553.36 

218.94 108a.90 

15 

-5013.79 

-1406.66 

-1737.55 

-215.61 

-15731.61 

-5745.54 

_185.14-

-15.41 
-4-785.27 

-892. .16 

-177.35 

-146.41 

_1514.26 

-869.96 

Sub total 14-395.51 60948.75 -46553.24 

V. OTHER B,!CQIPTS AND !:XPENDITURPS 

1 • Interost paymen~s· 049 

2. Pension and other ~t!re-

3. 

4. 

5. 

6. 

7. 
B. 

ment benefits 06G 

Miscellaneous Goneral 
Services 069 

co"'pen5atlc:ns and Assign-
ments to local bodies 
Invest~~ts in Agricultura~ 
Financi~l Instl~utlons J 
Investments 1n Industrinil 
financial ~nstltutions J 
Loans ~o Government Servants -

Ml~cellaneou3 loans 

249 

266 

268 

363 

515 

530 730 
766 

767 

730 
766 

767 

9051.32 2790.97 

330.51 5793.40 

1700.26 1202.93 

3811.06 

* Onll!' nart of receints/cX"lendit'l':--" un-Jer this miljor head ::avc been 
accounte-j :cr here. Tne r8st c .. ~ .'e ::otmd under the Unrn.,tched Account. 

l' ,- - ,._-..--.. 

7.50 

67.31' 
1C12.83 

232.03 

Sub t:otd 

67.69 
1955.22 

262.64 

9255.53 1084.34 ~171.19 

330.51 5793.40 -5462.89 

1700.26 

1012.83 

232.03 

12C2.93 

3811.06 

7.50 

135.00 
1955.22 

262.64 

12531.16 14252.09 

+497.33 

-~11.06 

-7.50 

-135.00 
-942.39 

-30.61 

-1720.93 

____ ~~_ ......... __ , __ .- .. __ ............. I __ " ........ _ .... ·~ __ -.r:....,,~~ .. ~,..-~~~~~·~~--,-..~ ... ~~~~~~"'"* ~~_ .d~~.,.-



TABLE 2 

SUMMARY TARLE OF THE NON-TAX ACCOUNT 

Rupees in lakhs 

51 
Nature of Service Receipts Expenditures Net No. (1) (2) (1) - (2) 

1. General Services 114.02 1453.00 -1338.98 

2. Administrative Services 899.95 7883.89 -6983.94 

3. Social and Community Services 1892.91 39161.22 -37268.31 

4. Economic Services 14395.51 60948.75 -46553.24 

SUB-TOTAL 17302.39 109446.86 -92144.47 

5. Other Receipts and Expenditures 12531.16 14252.09 -1720.93 

GRAND TOTAL 29833.55 123698.95 -93865.40 

'. .-' "-~ . ..,. .-:- ..... -. 
_ .. 4' .... _ ' •• 



51 
no Head of account 

NO.O= Head of Aocount 

Rev. :l.ev. Cap. Cap. Loan Loan 
Rec. ~xp. Rec. Exp. Rec. Exp. 

(1) (~) (3) (4) (5) (6) 

I CENTRAL GOVERNMENT 

1. Taxes on Income other • 
than Corporation tax t 021 

2. Estate Duty 031 

3. Grants-in-aid from. 
Central Governnent t 160 

4. State's share in Union. 
Excise Duties t 162 

5. Loans and Advances from + 
Central Government t 

6. Hotel Receipts Tax 023 

II STATE GOVERNMENT 

1. Sales Tax, Central 

2. Tax on Immovable I 
Property other than 
Agricul tural Land 

040 

035 235 

604 604 

APPENDIX 'F' 

UNHATCHED ACCOUNT 

(2 Tables) 

TABLE 1 

Rev. 
Rec. 

(7) 

5539.81 

83.37 

9337.90 

16626.00 

4.46 

7866.24 

-0.05 

Rev. 
Exp. 

( 8) 

0.06 

3. Ap~ropriation for I 
Reduction or AVOidance 
of Debt 248 2005.00 

4. Internal Debt of the 4 
State Government t 

5. Inter-State Settlement 

6. Approoriation to • 
Contingency Fund t 

7. Miscellaneous "Capital. 
Receipts t 

8. Investments in Generall 
Finar.cial and Trading 1 
Institutions t 

9. Interest Receipts· 

10. Dividends and Profits 

768 768 

769 

400 

049 ~49 

050 

603 603 

500 

0.00 200.00 

0.00 

34.82 5992.61 

160.98 

Cap. 
Rec. 

(9) 

109.94 

Cap. 
Exp. 

( 10) 

Loan 
Rec. 

( 11) 

Loan. 
Exp. 

( 12) 

(Rs. lakhs) 

Total 
Rec. 

( 13) 

5539.81 

83.~7 

9337.90 

16626.00 

Total 
Exp. 

( 14) 

13430.20 5527.75 13430.20 5527.75 

4.46 

Net 
(13)-{14) 

( 15) 

~55J9.81 

+83.37 

-+9337.90 

+16626.00 

+7902.45 

-+4.46 

Sub-Total 45021.74 5527.75 +39493.99 

7866.24 7966.24 

-0.05 0.06 -0.11 

2005.00 -2005.00 

49795.92 51104.78 49795.92 51104.78 -1308.86 

0.00 

Sub-Total 

GRA:lD TC':'AL 

0.00 200.00 

0.00 

109.94 

0.00 

34.82 5992.61 

160.98 

-200.00 

0.00 

~ 10:\94 

0.00 

-5957.79 

+1150.93 -----------------------------
5791)7.85 59302.45 -1334.60 -----------------------------

102989.59 64830.20 +38159.39 

• Onl i' n ilrt. ° f th~ receiDts/ e:--~" - ',':ures unr~r this m:lj 0::- he~d hCl'/e be':'n accoun ted for h ere. The rest can bf' found under 
~~e non-tax Account • 

• -_.'~-....r-"li<. - •.. '" .. --, ...... ,. ...... 'I:~~, 

- -- .- ~ '" 



Table 2 : Balancing the Budget, 1981-82 as per the c1assi fication of Accounts 
adopted in our study 

(Rs. lakhs) 

Receipts Expenditures Net 
( +) ( -) (+) / (-) 

1. Consolidated Fund 

Tax Account 52837.36 2432.96 (+)50404.40 

Non-Tax Account 29833.55 123698.95 (-)93865.40 

Unmatched Account \02989.59 64830.20 (+)38159.39 

Sub-Total 185660.50 190962.11 (-)5301.61 

2. Contingency Fund 609.10 1159.82 (-)550.72 

3. Public Account 117240.22 112464.03 5776.19 

Total 303509.82 304585.96 {-}1076.14 

Opening cash balance (-)256.10 

Closing cash balance {-}1332.24 

Grand Total 303253.72 303253.72 0 
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APPENDIX 'G' 

Tax Account - Incidence and Distributive Ser1es 

51 No.of 
no HE'ad of Head of Account 

Account 

1. 022 Taxes on Agricultural 
Income 

2. 028 

3. 029 

4. 030 

5. 039 

6. 040 

7. 041 

8. 042 

_ • ..--... • .... _ •• ,,-' -..;,.. 0," "II' ~ _, 

Other Taxes on Inc::cxr.e 
and Expenditure 
(Profession tax) 

Land Revenue. 

Stamps and Registration 
Fees 

State:Excise 

Sales Tax 

Taxes on Vehicles 

Taxes on Goods ~d 
passengers (Entry '!'a.~ 

Nature of TaX/Fee Burden Assumed 
to fallon 

Distributive Series 

Tax on plantation incomes Plantation Owners Household plantation incane. 

Tax on professional 
lncane 

Tax on land ownership 

Fees on court cases and 
property transactions 

Tax on the sale of 
liquor 

Tax on sale of commodi-
ties 

Tax on the ownership of 
motor vehicles 

Tax on entry of goods 
into urban areas 

Households engaged in Employee households with an 
any profession or employ- annual income not less than 
ment Rs.6000/-. 

a) 1. Househol~s paying a) 1. Household land revenue 
1 and revenue payment 

2. Households owning 2. Household ownership of 
agricultural land agrlcul tural land 

b) Households owning b) Household ownership of 
agricul tural land agdcu1 tural land 

a> Households involved in a> Households involved in 
court cases and pro
property transactions 

b) do. 

Consumers of liquors 

All Households 

1. 70 ner cent on owners 
of motor vehicles 

2. 20 per cent on consu
m~rs of goods that 
are transported 

3. 10 per cent on owners 
of passenger carriers 

Urban Households 

, .... ' ... -

court cases and property 
transactions 

b) Houserold income 

Household consumption expendi
ture on liquor. 

Household consumption expendi
ture. 

1. Household ownership of motor 
vehicles for personal use 

2. Housemld consumption 
expend1 ture 

3. Houserold per caoita 

Urban household con~tion 
expendi ture. 

con td •••• 



. "--~~" 

S1 
no 

9. 

10. 

No.of 
Head of 
Account 

Head of Account 

043 Taxes and Duties on 
Electricity 

045 Other Taxes and Duties 
on Commodities and 
Services 

1. Entertainment Tax 

2. Betting Tax 

, 

3. Forest Development 
Tax 

4. Luxury Tax 

S. Education Cess 

6. Heal th Cess 

7. Receiots from State 
lotteries· 

It.247 Other Fiscal Services· 

a I Standard assumption 

b I Alternative assumption 

2 

Nature of T~Fee Burden Assuned to fallon Distributive Series 

Tax on the use of 
Electricity 

1. Tax on film shows 

2. Tax on betting at 
horse races 

3. Tax on forest produce 
disoosed off by the 
state government 

4. Tax on hotel accommo-
dation 

5. Cess on 1 ill1d revenue, 
st~te excise and 
profession tax 

6. Cess on land revenue, 
st~te excise, profes
sion tax 2nd cinema
togr2phic show tax 

7. Receipts/expenditures 
with respect to state 
lotteries 

1. 20 oer cent on domes
tic· electricity users 

2. 80 per cent on non
domestic electricity 
users. 

1. Film goers 

2. Bettors at horse 
races 

3. All households 

4. Urban households 

5. Households paying 
limd revl'!nue (7 per 
cent), consumers of 
liquor (86 per cent) 
ond enployee house
holds (7 per cent) 

6. Hou~eholds payinq 
l;)nd rev"nue (6 Der 
cent), consuners 0 f 
li7Uor (75 per cent), 
fil~ goers (13 per 
cent) and emoloyee 
households (6 per cent) 

7. Buyers of lottery 
ticl<ets 

Emendi ture on the promo- All households 
tion of small savings in 
the state 

1. Household monthly electri
city bill 

2. Household income. 

1. Household monthly expendi-
ture on films. 

2. Households that purchase at 
least one lottery ticket a 
month (proxy distributive 
series) 

3. Household income. 

4. Urban household income 

S. Household land revenue pay
ment, household consumption 
eJCJenditure on liquor and 
employee households with 
annual income not less than 
Rs.6000/-

6. Househol d 1 and revenue nay
ment, hous"!hold consumo'Hon 
exnendi ture on 1 i,~or, , hous@
hold monthly eY.p~"ldit'lre on 
films and emnloyee households 
wi th annual income not less 
than Rs.6000/-

7. Households that purchase at 
least one lottery tiCKet a 
month 

Hous~hold income 

* I Net payment (expenditures exceed receipts). 

,-..... '.,. .. -;. ~' .. 

I'r, 



Type of S1 No.of 
Service no Head of 

Account 

General 1 211 
Services 

2 212 

3 213 

4 214 

5 215 

6 252 

Aclninistra- 1 251 
tive 
Services 

2 253 

3 254 

4 255 

5 256 

6 257 

7 258 

8 259 

.... '.', • ..; •• "1[ ••• 

APPENDIX 'W 

Non-Tax Account I Incidence Assumptions and Distributive Series 

Head of Account Nature of Programme 

State Legislature State Legislature 

Governor Governor 

Council of Ministers Council of Ministers 

Administration of Justice Administration of justice 

Elections Elections 

Secretariat-General Secretariat-General 
Services services 

Public Servi ce Commis- Public Service Commis-
sion sion 

District Administration District Administration 

Treasury ~nd Accounts Tre~sury ~nd Accounts 
Administration administration 

Police Police 

Jails Jails 

Supplies and Disposals Supplies and disposals 

Stationery and Printing Stationery and Printing 

Public ',;orJ<s Public \'iorks 

Benefit assumed 
to go to 

a> All households 

b) All households 

Same as State Legis-
lature 

Same as State Legis-
lature 

Srrne as State Legis-
lature 

All househol ds 

All households 

All Households 

All households 

All households 

a> All households 
b) All households 

a) All households 
b) All households 

All households 

All households 

All households 

Distributive Series 

al Household use of 
administrative, 
social and commu
ni ty and economic 
services 

b) Per capita 

Same as State L~is
lature 

SC'Jl1e as State Legis
lature 

Same as State Legis
lature 

Number of individuals 
above the age of 21 
in each household. 

Household use of 
ot~er general services 

Household income 

Household use of other 
administratiVe, social 
and communi ty and 
economic services 

S..ne '!s district 
administration 

al Per capita 

b) Household income 

a> P~r c.:!pi ta 

b) Household income 

S~e as district 
administrc.tion 

Same as diztrict 
administration 

Same as district 
administration 



Type of 
Service 

Social and 
Community 
Services 

Sl No.of 
no Head of 

Account 

9 260 

10 265 

1 276 

2 277 

3 278 

4 279 

5 280 

6 281 

Head of Account 

Fire Protection and 
Control 

Other ~~inlstrative 
Services 

Secretariat - Social 
and Co=uni ty Services 

Education 

Art and CuI ture 

Scien':.if!.c Sp.rvices and 
Research 

Medical 

Fanily · ... ·elfare 

Nature of ProgrClMle 

F ire Protection and 
Control 

Other Administrative 
Services 

Secretariat - Social 
and Community Services 

1. Primary to univer-
sity education 

2. Technical, snecial 
and general -education 

1. Public Libraries 

2. Art and CuI ture 
e;-:oendi tures other 
th°nn tho~e on nublic 
libraries -

Scientific Services and 
Research 

1. Medical relief 

2. Medical education 

Family Pl2!lning 
assistance 

Benefi t asst1lled 
to go to 

a) Urban households 

b) Urban households 

All Households 

All households 

1. Houzeholds with 
students in diffe
rent 1 evel s of 
education 

2. Households with 
students in these 
education levels 

1. Households with 
membership in public 
libraries 

2. a) Households that 
have received 
college education 

b) All households 

All households 

1. Households using 
government hospitals 

2. Households with 
students in medical 
colleges 

a) Family Planning 
beneficiary house
holds 

b) F~ily planning 
beneficiary house
holds 

Distributive Series 

a> Urban household owner
ship of residential 
and commercial pro
perty (buildings) 

b) Urban household 
income 

Household use of other 
administrative services 

Household Use of other 
social and ccmnunity 
services 

1. Students from each 
household in ench 
level of education 

2. Distribution of educa
tion benefits from 
primary to university 
levels. 

1. Households with public 
library membership 

2. a) Households with 
college education 
i. e., pre-uni '~er
si ty and above 

b) Household income 

Hous~hold use of SOCial 
and community services 

1. Household use of 
government hospitals 

2. Houspholds with 
students in degree 
(or qradu~te) and 
professional levels 
of education (i.e., 
above pre-university 
level). 

a> Household use of 
government hospitals 

b) Household9 practising 
family planning methods 

(based on seconcary data) 



Type of 
Service 

"" 

Sl No.of 
no Head of 

Account 

7 282 

8 283 

9 284 

10 285 

11 287 

Head of Account 

Public Health, Sanita
tion and Water Supply 

Housing 

Urban Development 

In formation and 
Publicity 

Labour and Employment 

3 

Nature of Programne 

1. Sanitation 

2. Public heal th 

3. Water Supply 

1. Housing for the urban 
poor 

2. Slum clearance 

3. Government residen-
tial buildings 

Benefit assumed 
to go to 

1. Urban households 

2. All households 

3. Rural households 

1. Urban poor 

2. Urban households 

3. Government emplo-
yees 

4. Other housing schemes· 4. All households 

Urban development 

InfoI:1'T1ation and 
Publicity 

1. Relief to bonded 
labourers 

2. Employment Exch~nges 

3. Vocational training 

4. Ot.'"er l.J.bour welfare 
prograrrmes 

a) Urban households 

b) Urban households 

All households 

1. Ex-bonded labourer 
households 

2. Households who have 
used anployment 
exchanges 

3. Households benefit
ing from vocational 
training 

4. Blue collar workers 

Distributive Series . 

1. Households with closed 
drain2qe and regular 
garbage clearance 
facilities 

2. Per capita 

3. Rural households with 
piped/borewell water 
facilities 

1. Urban households with 
annual income less 
than Rs.5000/-

2. Number of individuals 
in households with 
annual income above 
Rs.5000/-

3. Civil servant house-
holds 

4. Household income 

aJ Urban oer c~ita 

b) Composite index of 
household use of urban 
ci vic amen! ti es 

Comoosite index of house
hold public awareness. 

1. Rural house'"tolds with 
annual income less 
than Rs.4000/-

2. Households who have 
used employment 
exchanges 

3. Househol ds wi th m~bers 
in the age group 0 f 16 
to 30 ye2rs and have 
comoleted high school 
(i.e., ten~~ standard) 

4. Households ~loyed in 
el t.,er or i·,::>.te or 
publ ie ·sector indust
ries. 

contd ••••• 



Type o. 
service 

Economic 
Services 

51 
no 

12 

13 

14 

1 

2 

3 

. r-_ .. --....-:1jo .. -- -"'V'·.,:-· __ 7~'" .-;.'I{r •. 

No.of 
Head of 
Account 

288 

289 

295 

296 

298 

304 

Head of Account 

Social Security and 
Welfare 

ReI ief on i\ccount 0 f 
National Calamities 

Other Social and Commu
nity Services 

Secretariat - Economic 
Services 

Co-oper <: ti::-n 

Other Gener31 Economic 
Services 

-: . ". 

4 

Nature of Programme 

1. Civil supplies 

2. Relief to displaced 
people 

3. Welfare of SCs. STs 
and other backward 
classes 

4. Social weI fare schemes 
(old age pensions 
etc. ) 

5. Other social security 
and weI fare progr amnes 

FlOOd end drought relief 

Public gardens and 
Zoological parks 

Secretariat - ~ccnomic 
services 

Co-oPQrative ~ocieties 

1. Land ceilings 

2. Comoensations for the 
land aC0Uir~d under 
land ceiling~ legisla-
tion 

3. All other expenditures 

;-"; ...:- ~ ," 

Benefit assumed 
to go to 

1. Ration cardholders 

2. Low income house
holds 

3. se. ST .md other 
backward cl ass 
households 

4. Social security 
pensioner house
holds 

5. All households 

Distributive series 

1. Households who pur
ch;>s....,oods from fair 
price (ration> shops 
regularly 

2. Households with annual 
income 1 ess than 
Rs.400/-

3. SC, ST and other back
ward class households 

4. Social security pe'l
sioner households 

5. Household income 

Households whose incomes Agricultural labourer 
are highly suscentible marginal farmer and 
for natural calamities small farmer households 

a) Urban households 

b) Urban households 

All households 

Household~ participat
ing in the 'NOrking of 
Co-operative societies 

1. Land ceiling benefi
ciary households 

2. Households owning 
agricultural land 

3. Agricultural house-
holus 

, " ~~. ,,--' 

al Urban per cC!pita 

b) Urban household income 

Household use of other 
economic services 

Household membership in 
Co-op@rative societies 

1. Acrricultural labourer 
househOl(]s and house
holds with less th;Jn 
2.5 acres of unirriqa
ted land. 

2. Hous~holds owning ten 
or more acres of agri
cultural land 

3. Household agricultural 
income 

contd •••• 



Type of 
service 

Sl 
no 

4 

5 

6 

7 

8 

No.of 
Head of 
Account 

305 

306i 307 
308 

309 

310 

311 

Head of Account 

Agricul ture 

Minor Irri~~tion. Soil 
and 'tl-3ter Con:;ervation 
and Area uevelopment 

Food· 

Animal Hu:;bandry 

Dairy Development 

5 

Nature of Programme 

1. Schemes for agricul
tural labourers. 
marainal formers and 
smail farmers 

2. Droughtprone area 
programne 

3. Land reforms (finun
cial assistance to 
new assignees of 
land) 

4. Other exoenditures 
(on ugrieultural deve
lopment) 

1. Minor irrigation 

2. Soil and '.vater con:;er
vation. area develop
ment and all other 
expendi tures 

Civil Supplies 

Veterinary hospitals 

a) 1. Rural dairies 

a) 2. Urban dairies 

b) Dairy developmen t 

Benefi t assumed 
to go to 

1. Agricul tural 
labourers. marginal 
farmers and small 
farmers 

2. Agricultural 
labourers. marginal 
farmers and small 
farmers 

3. Land reforms benefi
ciary households 

4. Agricul tur a1 house
holds 

1. Hou:;eholds owning 
irr ig ated 1 and 

2. Households owning 
agricul tural land 

Ration card holders 

Households owning 
livestock 

a) 1. Rural households 

a) 2. Urban households 

b) Urban households 

Distributive series 

1. Aqricultural labourer. 
margin?l farmer and 
small farmer house
holds 

2. Agricultural labourer. 
marginal farmer and 
small farmer house
holds 

3. Agricul tural labourer 
households and house
holds with less than 
2.5 acres of unirri
gated land 

4. Household aoricul
tural income 

1. Household ownership 
of irrigated land 

2. Household ownership 
of agricultural land 
(irrigated as well as 
unirrigated) 

Households purchasing 
goods through fair price 
(ration) shops regularly 

Household ownership of 
livestock 

al 1. Households selling 
milk to Milk Pro
ducers' Co-ooera
tive Societies 

a) 2. Households purch&
sing government 
dairy milk 

b) Households purchasing 
government dairy milk 

contd •••••• 



Type of 
service 

S1 
no 

9 

10 

11 

12 

No.of 
Hea1 of 
Account 

312 

313 

314 

320 

Head of Account 

Fisheries 

Forest* 

Community Development 

Industri es, Hines and 
Minerals etC. 

6 

Nature of Programme 

1. Deep sea fisheries 

2. All other expend! tures 

1. Conservation of forests 

2. S"le of forest pro-
dUce* 

1. Gener al eX)? end! ture 

2. Housing 

3. Nutrition 

4. Sinking of borewells 

5. Drought relief 

6. NREP 

Inaustr ies, mines and 
minerals etc. 

1. 

2. 

Benefit assumed 
to go to 

High income house-
holds 

All households 

1. Rural households 
2. All households 

1. All households 

2. Owners of Janata 
houses 

3. Households with 
school going child
r~ 

4. Rural households 

5. Drought relief 
beneficiary house
holds 

6. a) Households who 
worked on the 
NREP works 

b) Rural households 

a> Households employed 
in either private or 
public sector indust-
ries 

b) All households 

Distributive series 

1. Households with annual 
income above Rs.3S000/-

2. Household income 

1. Rural per capita 

2. Household income 

1. Household use of(oth~r) 
community development 
services 

2. Household ownership of 
J anata houses 
(peonle's housing 
scheme) 

3. Households whose 
children partake mid
day meals served in 
schools 

4. Households with bore
well drinking water 
facilities 

5. Agricultur~l labourer, 
marginal farmer and 
small farmer households 

6. a) Aqricul tural 
labourer, marginal 
fanner and small 
fanner households 

a> 

b) 

b) Rural household 
income 

Households enployed 
in either nrivate or 
public sector indust
ries 

Household income 

contd •••••• 



Type of 
Service 

Sl No.of 
no Head of 

Account 

13 321 

14 331 

15 333 

16 334 

Head of Account 

Village and Small 
Industries 

Water and POt4er O<!ve
lopment Services 

Irrigation, :laviga
tion, Draina?e and 
Flood Controi Projects 

Power Projects 

7 

Nature of Progratmle 

Village and Small 
Industries 

1. \'later development 

2. Power development 

1. Irrigation 

2. Navigation, drainage 
etc. 

Power Projects 

Benefi t assumed 
to go to 

Same as Industries, 
Mines and Minerals 
etc. 

1. Households owning 
irrigated land 

2.1. 20 per cent to 
households using 
el ectr ici ty for 
domestic purposes 

2.2.a) 80 Der cent to 
households 
anoloyed in 
publ ic or pri
v~te sector 
industries 

2.2.b) 80 Der cent to 
hou·::;eholds 
e.':lDloj'e-i in 
pl:bl ie or pri
"ate sector 
industries 

1. Households o~~ing 
irrigated land 

2. All households 

1. 20 per cent to 
households using 
el ectr i ci ty for 
domestic purposes 

2.a) 80 per cent to 
houser~ld::; emplo
yed in public or 
private sector 
industries 

2.b) 60 p~r cent to 
hOl:seholds emplo
yed 1n public or 
priVate sector 
industries 

Distributive Series 

Serne as Industries, .Mines 
and Minerals, etc. 

1. Household ownership of 
irrigated land 

2.1 Household monthly 
electricity bill 

2.2.a) Households emolo
yed in either 
private or public 
sector industries 

2.Z.b) Household income 

1. Houser~ld ownership 
of irrigated land 

2. Household income 

1. Household monthly 
electricity bill 

2.a) Households emoloyed 
in either nublic or 
private sector 
industries 

2.b) Household income 

---~ . 



Type of Sl 
Service no 

17 

18 

19 

20 

21 

Other 1 
Receipts 
and 
E xpendi tures 

No.of 
Head of 
Account 

335 

336 

337 

338 

339 

249 

Head of Account 

Ports, Lighthouses and 
Shipping 

Civil Aviation 

Roads and Bridges 

Road and ~Iater 
Transport Services 

Tourism 

Interest Recei?ts/ 
Payments· 

8 

Nature' o~ Progrcrnme 

Ports, Lighthouses and 
shipping 

Government flying school 

Roads and bridges 

1. Ac~iring contract 
carriages 

2. Road transport 

3. Inland water trans
port services 

Tourism 

Benefi t assumed 
to go to 

All households 

Urban households 

1. 70 per cent to 
owners of motor 
vehicles me;mt for 
personal u:;e 

2. 20 per cent to con
sumers of trans
ported goods 

3.a) 10 per cent tQ 
users of passenger 
carriers such as 
buses, taxis etc. 

3.b) 10 oer cent to 
users of passenger 
carriers such as 
buses, taxis etc. 

1. High income house
holds 

2. All households 

3. All households 

All Households 

1. Interest receiots from 1. All households 
departmental and 
public sector under-
takings· 

2. Interest receipts fran 
Karnataka Housing 
Bo;,rd o>.nd other hous-
ing societies· 

3. Interest Receipts from 
Co-operative societies. 

2. All households 

3. Households with 
membership in co
operative societies 

Distributive Series 

Household income 

Urban household income 

1. HOllsehol d ownership of 
motor vehicles meant 
for personal use 

2. Household consumotion 
expendi ture 

3.a> per capita 

3.b) Household income 

1. Households with annual 
income above Rs.35000/-

2. Per capita 

3. Household income 

Household income 

1. Household income 

2. Household inccme 

3. Household oo-o~erative 
menbership , 

contd •••• 



Type of 
service 

Sl 
no 

2 

3 

4 

No.of 
Head of 
Account 

266 

268 

363 

Head of Account 

Pensions and Other 
Reitrement 3enefits 

Miscellaneous General 
Services· 

Comoen~ations and 
Assignments to Local 
Bodies 

9 

Nature of Progranrne 

4. Interest receipts from 
cuI tivators* 

5. Interest receints 
from 10'3ns criv·en to 
civil servants* 

6. Interest payments by 
state 00vernment on 
small savings, provi
den t funds etc. 

Pensions to retired 
civil servants 

1. State lotteries* 

2. Liquor trading* 

3. Other expendi t'..lres 

1. Grants-in-aid to 
urb<>n local bodies 

2. GrMts-in-<1id to 
rural local bodies 

Benefit assumed 
to go to 

4. Households with 
crOp and other 
agricul tural loans 

5. Civil servant house
holds 

6. Civil servant house
holds 

Retired civil servants 

1. Households in the 
habi t of buying 
lottery tickets 

2. Consumers of intoxi-
cants 

3. ~l households 

1. a) Urban households 

1. b) Urban households 

2. aJ Rural households 
2. b) Rural households 

Distributive Series 

4. Households who had 
taken crop and other 
land imnrovement loans 

5. Households employed in 
state qovernment 
s~rvice kivil 
servants) 

6. Households E'I'Tlnloyed in 
state crovernment 
service (civil 
servants) 

Households of retired 
ci viI servants 

1. Households who pur-
chase lottery tickets 
regularly i.e., 
atleast one ticket a 
month 

2. Household consumotion 
eXIJ",nd:ture on intoxi-
cants 

3. Household income 

1. a) Urban per capita 

1. b) Comoosite index of 
household use of 
urban civic 
amenities 

2. a) RUr al per capi ta 
2. b) Rur al househol d 

income 

contd ••••• 



Type of 
Service 

51 
no 

5 

6 

7 

8 

No.of 
Head of 
Account 

515 

530 

766 

767 

Head of Account 

Investments in Agricul
tural Financial 
Ins ti tutions 

Investments in Indu5t
rial Financial Institu
tions 

Loans to Government 
Servants etc. 

Miscellaneous Loans 

a I Standard distributive series 

b I Alternative distributive series 

• I Net receipts 

10 

Nature of Programme 

Financial assist~nce to 
Regional Rural Banks 
(Grcmeena Banks) 

Aasistance to Karnataka 
State Financial Corpora
tion 

Loans to civil servants 

Loans for survey of 
boundary marks etc. 

Benefit assumed 
to go to 

a) Households with croo 
an"! 0 t:,,,r agricul M -

tural loans 

b) Households with crop 
and other agricul
tural loans 

All households 

Civil servant house
holds 

All households 

Distributive Series 

a) Households who had 
taken crop and other 
land improvement loans 

b) Agricultural credit to 
different types of 
farmers (brtsed on 
secondary data.> 

Household income 

Households emoloyed in 
state government service 
<Ci vll servants) 

Household income 



" . 
:' ". > ~', APPENDIX~, " '."' .. "~ 0 ,I 

""""" . 
i f ·-

, , (Annexture-II t'o G.O. No, 8WI, 123 BCA 79. dat(~d 1st M"y 1\179' 

~i~t 'or Backward Cla<'l!es of Ci~i7.ent! under A~ticle 16 (f) of the Coh~titution. 
" - ,'.' 

I (a) Da~ii , 
(b) Bhavasar K~hatri1a 
(e) Chippi, ': 
(d) Chippiga 

~ (e) Birnpi , 
(f) Shimpi 
(g) Sai . 
(b) Mirai ./ 
(i) Raogari -
(j) Rangres 
(k) Nilari 
(I) Namde\" 
(m) Rangare 
(n) Neelagar 

2 (!.) Devang .. ~ 
, (0) Devang 

(e) 'Koshti ' 
(d) R\ltgar , 
(e) Jed 
(0 Winhr 
(g) Julshi 
(1) Rutkar 
(i) Hatg&r 

.' (a) Idiga 
(b) Ediga 
(e) Eliga 
(d) Hig. ',' 
(t') Halepaik 

~r) Billav. , 
(g) Devar 
(h) Maillyali BJlIava 
(i) Deevar 
(j) Devaramakbla 
(k) l\ amdhari . 
(I) Kalal 

,I (a) Ags"a 
(b\ Madivala 
Ie) Sakala 
(d) Sakalavada 
(e) T!'akal. 
(f) Cb.akala 

• (It) Van nan 
V'(h) Dhobi ' 

\i) Parit 
(j) Rs. j .. " " 

2 (Ii) Aghori 
(b) KlI.rkarmUDd. 

I AgQ.ani ' 
, (R) Ambalavaai 

(hI Ambalakann. 
(el Ambalabran 

I Ambat.tan 
• Anappara 
., (a) Andi . 

, (bj AndipandarUl 
8 Anduran ,', 
.. Aryau . 

10 (a) Atarl 
, (b Athari 

11 B8hl1rupi 
11 Baud ... 
13 (a) BalJ.la , 

(b) Ba!aballala 
"Baaan' , 

, . i r ' _~ . , -
,Ji' :~:" .s,I· .-f) 

"",,'~ . - ...... " , ", ,'! 

A.BACKWARD COMMUNITIES' 1 , ,.--. . 
, 'em) ~9.udla ,', 

..: (0) GOllndla .. _ ' 
: (0) TIiiyiJl 

(p) TiyaD ~~: 

*' (a) Medari 0 

(b) Borud 
(0) C;Io.uriga 
(d) Medar. 

1\ (a) Neygi ' 
i, (b) Kuruhin&setti 

(e) Bil:.magga, • 
(d) Thogata 
(e) Beniga ,.' , \ .. : 
(C) Ja.mkhana 
(8) Ayiri, , ' 
(h) Avir <_ 
(D Sale, .' . , 
0) Padma'all! , 
(K) Saal~ 
(I) KsilrolaD • 
(m) Neikar', 
(n) Jadar : 
(0) Jandra· , 

, (p) Swakulal'aie 

• (a) P8tvek~ri "',, 
, (~Pategar. : ~ , 

(e) Patte gar " ' •. 
'v('d, Chatt.a.da ;3rivai!!hnavA. 

(e) ~ai.ehnava', ' 

• . <Meda' deleted vide 'G .0. No. 
aWL 12 TBS 77 dated 23-c1-78 8ince 
It is inclnded in the lillt of 8Ta 
it" synony~ are included, • 

B. BACKWARD CASTES . . -. ... 
16 (a) 8ath&I' " 

{b} Battal " -' 
c ,e) Batter 

(d) Battaj.. _, 
Ie Bawtar 0, 

17 '(a) Bhaat 
,(b) Bhatr6ju 
'ic) Rhatraj 
(d) Bohrot ~. ~ .. 

18 (a) Bha~ia ' 
(1» Bhattia , 

It 'Bhavin _ 
to Binapatta '.-
11 !Jingl -._ 
S~(a) Roga.d 

(b) Bog/l.di 
(e) Bagadi' 
(d) Bagodi. . . 
'tf) B~gadi .~, 

. : .• ' ,(f) Baldi' 
(8) Bogodi~, " 

II fJhakbn ,
M (a) Chaliyaa ';: ' . 

(b) Teruvaa. . ,-, 
• (e, Challi,., . 

16 . Chamboti - ' 
i6Ch'HI~:U1ku"i ' ',~ :-, 
,17 (a) Chaptegar'" ;
, " ,(b) Ohaptegar., , ' 
1', :_, . .. ........ . ,~ .I' ~ I '\- - "'.' - 'f'. '-- .-
. "';p .. ".,.-

-,7 "'(a) Vwa5knrnu. ' 
(b) Akhl!61e . 

, «'J 'AkBali. ' , ~ 
\(d) Acharl .' 

. (~) View.,. Br3hro&n 
(C) DaivagDYIl Bl'shman -

"(S) Knmmar. " 
'(h) Ansa!.', 

, . (i) K.m.matan·' , 
, (j) Luhar (Kammari) 

(k) Kamila, . 
(1) KaIDeRIa ;";' 

'Cm) PaDcha! 
(n) P.nch&1. ~ 
(ot 'Sut-ar 

~(p) Badagi , 
(q) B&dill'adlft 
(r) Boni 
(8) Sonsr ., 
-1t) Pattar . 
(0) Gejjigar 
(v) Silpi .. 

~ "ea) Vokkalig& 
(bl Vakkaliga 
(c' lla)likar 

~,(d) Kunchitiga, 
"te) Reddy , - . 

(f) Gouda -; 
(g) Kapu 

.. (h) Heggade ' 
, (i) Kamma ,/ '.: ", 

(i) Raddy , " 
(Ii) Gownder " 
(1) Sarpa Vokkalii.'~ 

"8 Muslim 

is (a) Cbarodi 
(b) Jdel.'ltha , 

t9 Chitara ~ 
~ Chunchar 
31 -Ca) Dig"aa 

(b) Jingar 
3Z Dogra 
33 Ghadi 
Sf <a, Ghads\ 

(h) Gbada8i 
S6 (a) Giddidki 

(h) ringle 
, -, , (e) Pingale 
36 (6) Goniga 

(b) SadulIet.t, 
37 (a) Gouvi' 

(b) Gol!ayL~ 
le) Go86ill . 
(d) Atit ' ~ . 

as (8) Gujar 
(b) GIlIar .. , 

" 1a) Garn -
'< b) Guo\" 

• c1 Tambli 
(d) TambaU. 

':', (e) Gurava 
• (f) GUfOll 

, to (a) Gibh 
,- ", ~b) Ga~it '. 



{e) G~'pit .' ~ .:'~" -. . ~ . (f) K&lab'~ .:~ .. ,.. '80· lIu;;a;i' ,~: . .- ). ,'-, ';;- 'J 
'. (d) Gaahit, '. (g) Any \. _ 81 (a) Nsd~n ,'. '. ':: . :·,.x .' ._ 

(e~ Dalllij&'" .. " #.,'" 56 ~") KIl~l\r ..... • (b) N.dor ,.... \ . 
( f D t b) Ki\nsar ". '.. ,',' _ I c) 1] p punat\or-: ~ \... .• .. ... • 0: ~- aava ' .. , ~ T '- ,.. .. _..1 " 

'-, . 41 (II) Gall~l\knl,,', :. ~c) KRnchorl • ',',,'r. ,.' ..... :~., ':. (d) ord !,~or .';} 
(b) Glillgelf n.kkalll ~ '" (d) Knnchera' .')f:lln, d .. lett'd ~'id~ G. 0: Nc 

, (c) GIiDgl\l!II~tha v: '-' .". (e) Kandh1,lgara' '. _ " ~WL I~ TBS 77· datt'.a "23rd Jall'Jar: 
- .' '" (d) Gangaputra .. ' '(f) .Bogar ... : ' " .. ' 1978 II Dee it ill incluJed,fQ the Ii, 

(e) .Guwrimatha· . : M KashiD,'·.. . "- ;.: . of I' ch!'.tu le;l ('.a~te8:' . ,": , , 
(n Ambig .' ~, 67 Ka\"Rdi . '" ',,,, , . .4!._~"ger· deleted .id. G. O. No 
~) Ambiga 1>8 Ka\"utiyao ~" '. . SWL ] 2 TBS 77 dated 23rd J'auuar:. 
(h) Rat<tha. . ~9 Kichgara ' :, '/ 1978 !liDCf'i, jl ine Udfd in the lis 
'(i) Kabba~iga',' ;'" 6Q (a) Kolaran, '."~ . of Scheduled Cut.es,' .' . 
(j) Kabbih. (b) Urab I,; .,.' 81 N811ri ': .• . (' .' ~ 
(k) Kabher • :.~ ·61 (a> Kolayiri . : '.'" 83 O~than '. ,\ ' :' 
(l> Kabbe-ra -- (b) Kolari " , . 84 Otari ".: ': " ,(. • ,,_ . 
(m) Koli . 61 (a) Kolla :,..... 85 Pad it' 
(0) Kha,rvi ;~. , (b) Kolla1a" 81 (a) ~an~' 
to) BhOJ _' -&3 (a) Kanis&n: ') " (b) PAnua . ~ 

. . (p) Bhoyi.· , '~ • (b) Kanyan 87 1»anaba '. 
(q) Boyi ' . , . ,- (e) Kanlya' ., . , ~ , .. : $8 Clio) Pandi\ram' '., 
(r) Thoreya . ' ··64(110) Ko~gara . . (b) Pandal .•. :. 
(II) Harnkanthra." '. / ':,(b) Koteksh.atrila > '(e) l'andara . ", " , 
(t) Hnrikanthra . (0) Kottegara· ',. , #, i 89 P8II.ih ';" 
(u) Kabar . " .'Kaftiyan' aejeted,yLde -0,0, No •. ' 90 PaDI1ekar~ Konhni....... .', 
(V) Meenagar " SWL 12 TB8 77 daled 23rd January 91 Patu" ",' '.~.. .,~ 
(w) Mugaveera , ,,~. , 1978 8ince tt i!l included in the list i2 Patrameta .:-
(x) Khari" . of Scheduled Ca~te8. Its' 'synofuyms ~3 Pichati,· -, :-:-. • 
(y) 8u[W agar . are·includ .. d. ,:. , .' _ .,' 9' / 'Pollavan •. _" " . _ 
(z) Ehviyar ,__ ' •• "Kotegar"and 'Metri" deleW_ ~5 Reinudat! , . \ 
(a8.) Barki . ,vide G O. No~ SWL, 12 TBS 77 dated. .. -i6' ta) najspuri ~. ,'. 
(bb) Parivara •. • \ 23rdJflIIuary ~n78 since .the-yare . . (b) Rajpur ~ , ~ . 

~, (a) Ha)O\wakkiwakkal'c jncluded in the list of Scheduled Caates' . (C) Balavslikar _, -
. • . 97 'Ssnivar . , (b) Vskkal .... Their t!YIIoiDyms are ineludeJi. I' .• •. 

• . . 98 SanYR.si. 
(C) Gram Vakkal 66 Kudibi ,', ' , 99 &.tarkar " 
(d) Gam Gowda i>6 {&> Kanbi ;' >: .... '''''' 100 ShaDl1n -. 

"(-e)- Gam (jawoIda' (b) Kulwadi ' 101 8tsnika 
- (f) Gauda . . /, (c) Kimbi ,102. (a) Sudir 

' (~) K;\rev"khl fI1 (a) Kurina " (b) Sudr& 
(h) Kuni'hav"kk",l ~. (b) Kurmi 103 8utuli 
(i) AttE'vakkal, . 68 Kutuma 104.' Tach"yiri. 
(j) Shilwakkal·. ,,69. (a) Kumbara 105 (8) Tilari ' 
(k)Halakkivakkal (b) Kummara (b) Tirali , 

43 (a) HsnHbaru (c) Rhumbara , 10& Tilri' . '.~ -<-
(b) Kri~hns Golla. (d) Kumbhar, 107 -1&) Tigala 
(C) Anubaro (e) Ku~uvan ~.~ . V(b) Thigala ,< • ' 

' (d) Atanabaru Vif) K1l'lai& '.' . , (e) Tlgler., . '-:; 
(e) HIiDblir (g) Kulslsr. ,':, ' ~ 0 v(Il) Vannik-ala KAhatrlya 
(f) Han8.bar (h) Moolya ...: '- , ' ,,' ~. (e) 8hsllbhukul& Ka~atril" ~ 

.4 Handevazir, -!10 (a) KurnbaY/ "". . . , (f) AgnilQlla ~batny .. " ; ,'.' 
~ Hsndervut· (Except the DiBtriot ·~r Kodagu) ',(g) Dharms.ra). Kapo. '. . 
.6 Honninr . ;- (b) Kurab "--:- (b) Kuravali. ' 
.7 (a) H;ovadlga . (e~ h urub c ,(i) Palli _' ,'_.-

(b) Hugar .: ' ~ (d) Kuruban-. . . 108~) Tulan -... ,~, ,." .. ,.._ ... ', c, 
(C) Hoog!n (e) Kurunihan .•.... , -, ) Tulu 

. (d) ~aalgaf (f) Kurumba-- " :": ' 109 a) Uppan', ," -', 
(tl) Mali - , "1g) Halumatha .~ ,: b) UPfear . . 
(f) Phoolma,li (h) Dhangar '/, • . ,.', . " > (e) UppiUiyan ' •. 

(l) Bharwad .' - - ., (d} Beldar . 
(g) Phulmah . (j) Gonn .' "':," (e)Ssgara., _', 
(h) Pholar~ >-- c· Kuruba' is treated ., a8ehe- (f) Chu Dar . 
(i) PboJan, , dul<d Tribe 110 faT as Kodagll (Coore) c I (g) Gava~ .•.. ' 
(j) Jeer .' d.strict is cOllcero.,d. c ./_ _. _. •. . fl.) Govandl, . ," . 48 Kadu Konkant . ". _ ,.. . 

1 t -fl -;a) Ladar. . ' (I') Gay&di . '.' ...... . U (8) Ka ann . b Lad . - 4 . 
K I thi ( ) ~.:.', - ~jl» ~:l~~~"~"-,< , ; ,(b) & ann (e) Lad4u'U·~;." .... , ;. ., k.Dv ...., ... ~ 

(0) Ganika; ;; . ..:.. (.d) Yelegaf .', '/ .... " ", .. - 110 Velluthedan' . 
• (d) Bho

gkm 
• ''12 Lonari -' ,~~, ~, ~ "." 111Vettuvan' ,_", 

eo '(a) Kan\: an - . "I ~a) lIalava ;:...:','...~ ." .:", ,. ~. lli' (a) Yekla, . ' ;',4 r} Kana at ~ -- "" "(b) Mal ... · ... - \". >" . . (b) Yaklar .'._ .' 
61 ilnated b' '-. U! ,M81('ya . ',<,'. '. ,-'c; -•• ' t

C
) Ye1dcaIi,.: '. , ..-;':: ~:;~~:um I " ~ f6 lIaonall :f ,-' -.: < .... ; (d) Egalika ,:. 

f' 6f (tl) Kuai '·16 Mart-a, ~ .. : ~." .,', 11i Yeralu'-.·~ .. 
(b) K8tik " oJ ,. :", ". l'l (8) Mara~D ~, , ~', ' ..... :" :- ..... , ; , 11.' Behedu letf' 0,,;$"8 conTei' .<" 

• '1. . -' . -.' (b) MaraY&D, ___ ~ -' , , 't' 'd n-
' ' (e) Kh"tIJL .. .• -. ,~.,' ~:.: 'Ie : Iludhar.:<" :.;~, -::.' ~.,.:: ~"~'i ":... .,'.'. '"ChtlstlDl y ~pto a stoon ge ~ 

;"'t"" ":,,:.:(d)Katua ·f ! ... ' '-:': .-<,. 18. l.Ilukk .... aD .~'~,<,~,-",,~ • '" •• " -, .;.ratiou;, __ . '-' .,','. 
( } Kata__ " . r -- -. - ..... ~. P"r _. ..... .. , .. 

';.1,,>'.>:. • . . --~/:':"_.'':~~:~:~:.:t.'~ __ .. ,,,;;" ~~'~:.'-~'.~~,-:,~.~ ;:"~S', .:::... ,'J., d, . ~.." .-. ~ 

" 

: 



'", ..... ~~"'.~ .• ! ..... " ,','" ".,',."" •• , ... 

-. ,~ • ~ , . . '.' •..• 1.' . l ." .' C:BACK W~\lU> T~IHKS . ., ~:; .f 
l· (a) Bailapatar:, '".~, ':' ,18 .'; Dand' ; ,',"" .... ~' '. eel Korag~r ::~ ,.\. '.:,:- .~ ::;. _' : 

- . 

lbl BaiJpatar ,:, ' l~ " Dholi . , . ", ". \ '" (f) Yerhla', -. 
(t) Bilal'l1t&r" 20 • Dombidsea" .• (g) Krahla '''', -" '.': ~ 

• (Ii.) Bahagi . ... 21 (a) Durgamurga ~.'" <,.,. (h) Kunchi .. ' , ,.. 
(b) Bava ,'" - . . (b) Burburch ." .' ",~ -' \ (il Korva '.';': ~ '.' .,. " 
(c) Ba,vaji .22.(a) Gnntdi, .' •• ." .. ~ ~'., "'- (jl l(orava ,,: , .~ ... ',' ,-: .... -- '. '. 
(d) By&r&~i ~ (b) Olirudiga .0' •. ,' ...,\,~: (It) KOfllmasettT' '" 0 " : .. ' 1 

(e) Bavanl ~. ~ , (c) Garadiga , "" '.' ' ,~(1) Yeruknla .' " _ ~ 
.., (a)'Bajania' \ (d) Mqdiga :",~ ,', ", •• , 'Killekyatba: deleted 'virl; .,a.o· " '\ 

(b) Bsieuia . (e) Modikara'~ ,',' # ' No. SWL 12 TBS 77 dllt~,t 23-1-78;,' 
, Bala!lantboahi, (I) Modikai, " since it . it! included in the li~t of'" 
'I (a) Banjari .;.. '. IS Ghisadr., ,.", ". ,,'.' Scheduled Caet-e .. Its ,8ynOl.lyll!~ ,"are 

(b) Brinjari... • '})omhara deleted Tide 0.0. No .. 'incluiVd. .' ~ ::;. .' ,,' 
(c) Va.njara • . SWL 12 TBS'11 da.ted 23-)-'18 lIince 'KoracDa'& . 'Koro.ma~ -' de'e~ 
(d) Yanjari. it i8 inc1ndrd in thllliBtof ~hedul. vide G.O. No. SWL 12 TBS ''77 dated ~ . 
(e) Lamanl C&S1;e8. . .• .',' .' .,', '" _ .~ ",' 23-1-78 siliee they are inclllde~'iil the '. 
(n Lambada ~ (8) Gon. " " . _. list of Scheduled Ca!<t1l. Tlleit" 
(g) Lsmb&id, (b) .Gouli .' " .- ' ~','. . 8ynQ,nyms are included.' . "" ' .... 
(h) Sugali or Suhli (c) Gopal ';' -: ~ <·f.. ·Koraga' Jelet~ vide 0.0.' No., . 
{i) Gore or Gona·. t" (d) Yadav ' , " SWL 12 TBS 77 dated 23-}'-78 SiDe&' ; 

e B!l.zigar -, .!' (e) A@thsnagolla,' '~, ... , ihl; inclurled in the list of Scheduled. 
"7 (a) Beda ',' ,(f) Yada~~ . :' .. ' ... Tribell. I.ts ~Ylloy.nms are l.nr!utled. 

(b) Bedaru, ' ., , (g) Adavlgona . , ,,·.U Mssanlayogl.· __ :,' ~;! 
(c) Yalimiki . (~) Oopal~ .' . "42 (a) N~ndiwaJa' ,' .. : '~,-: 
•• Bse)8l'ft' a~d rLainhani' delt'ted . . (1) Gopah- ',: . (b) Full-mali ' ~ , ~, 

vide G. O. :So. SWL 12 TBS 77 dated 25V(a) Gonds\i.- ~" .. 43 (a) Nat ,,~', 
23r!i January 197-8 since they· are (b) Gh()nd~h_ (b) Natn-va -', . 
induded in tbe li!lt of ScbeJuled (e) Gondal!p;.a , ' . H ,(a) Nathpanthi ' ' " 
Castei'>: Their f,Jnony~ are iLeluded (d) GDndhah.,... . . (b) D~urigossvi.' ':, 

••• Na\"I\KS' deletea vide G.O. No. (e) GDndhalh '. t5 Pamlor ~ .-" .,.' 
BWL 12 T'B~ 77 dated ~3rd Jaouary ·26 (Ii) Haransbikari " .-:' (6 (a) Panguanl' -,., 
1978 eince it iR includtd In the lis' (b)' ~higa~j~etegar (b) I:'angul .' 
of SchfOduled Tribes. Its synonym!! «~) ~gh,rJ. " " '(c) Pangu~ul 
l. included. T' Sgl~1 '.'~ " - t7 Plm.dhi8' . 

(e) NlrshlJrar.1 '.', ~8 () p'- h ' t 1" 
(dJ Barki f B' ". ," -' .. a IC gun a a 
(el Bedar ,~ () agrl. . ... , ! (b) Picchigunta 

(0 Parivara ~~~ ~~~;cliarl,' '49 ~~n~~eh~~untala,', I 
(g) Rendar /' ( ) " " ~ 'HI da~n .• d' 1 d 'd' .... , ~ 50 &rania" '" . (b) Ber, • t an lJogr. e ete '\"l e G.O, ,,0. ..,'. '. 
(i) BOva . SWL 12 TBS 77 date4 23-1-78 since •• '~adn~l ,Mdeu \'lde_ 0,0. No.' 
{,j) Nayak . -, it is incfuded }Il the list. of Sehedule4 8WL,l2 TB~ ~7 .latrd t3-1-'ZB' t<inoll .-
~k) N~ihm£ikb.lu Caete. ~ It ·IS wclmJed.w the lI8t of SchedJlled·./ 
(l) Naik?'sdi 2'1 (a) Belava Caf.t.{' .. 
(m) Pslegar . (b) Holen 51 ,(a) Sarodi .' .~ ., ~ ~, 
(n) Ramow IS (aj How~ar (b) -Baroda. ' . -, " • 

'-'10) Talwar "t (b) Ba"gaT - . . ~ 5~ ,(a) 5hl~allgaf ,,'; ,::.',., -;-.~ 
vtp} Valmiki • (c) Howadiga '. (b) S,h,ul.gar ,,", ,'. ., , 

, (q) Valmikimakkalll , ~ (a) Javeri (c) Slklrahgar -"" '- ~;,.", ,-" 
(r) Vedan -. (b) Jaw-ali, *68 taunks.r.. ' . " . , 

8 Beria' . SO Johari ~ • .8udllJllduRldda deleted vIde' G.O .. " 
• (a) Beahtaar -- ~ S1 (a) Jogi" No, SWL l~ TBS 7'J .dated. 23-1-"18 

(b) BllndrBeataar (b) 10ger ' @ince it ill included ,in the list or 
10 (a) Bbamta. (e) Sanjosi 8cheaul~d Caste. 

(b) Bhompta .• ' (d) J0ltar . M V~ '.) 
(0) Para.-ieshi BJaampLA 12 ,(a) Joshi ' . 66 Valda '-

(d) Bbomtra " -: (b) Sadajoshi ,- ~ Vallu~",' 
· . te} Taksfi-. ' 33 _(a) Kamati ' . 6'1 (a) Vir, ' 

(t) UehiBiall . (b) Kaman '/ (b)~eer' . , 
11 (a) Bhardi M (a> Kanjirbhat, ,{tl) '~ra!Ilal!tl 
_ tb) Bhnrr.g-i· '"'fb) Khanj&rb~at . fiB· (8) Waddarv ; . 
• 'O"nticbore' !\e\"ted vide G.O, aWL (~) KanFrehaa,:- ' (b) Vaddar " 
11 TES 17 dat"d 23-1-78 since itia SlS La) Kan)aA , \ -- (e) Wad~a ~, 

Ileluded l~ the lil!l ' or' Scheduled (b) Kaniar" ' (d) ~ov~ , 
· ••. tu. It'lIynooyml! are. included. S6 Ca.) KSlihikandi " V(e) ylrOl_Waddar 
,11 (It} itut'hutlJd' (b) K&8hik'apadi .';' ~.. (0 On '. 

. t h\ Sudbudkal. , " '(0) Tirumali i' (~) Odde· ., 
'i.~; Devari 3'1 (a) Kelhri -.' • /, . (h) 'l'ndng WaddU'~"':,' " 

__ (d)Jo~hi ~ ,,(b)Khe~ri' -./ (l)Vodd2Ll .. -~'~~-., -. --.~-' 
'II (a) Char. , ' ·S8 (a) Katabut~·" . "C'. ' .. ' (jl WOOdar,' '. :~ ", • :'.-'. :' ;,-:' 

. ~b) Chhar .. (b) Xa tab~!. .l 'C., .. (k) Kallu \ "ddM ,'-. ' " , 
. ,(c)Chhca .;, 3i (a).)(olhatl '. ,:".(I)MannuVoddar, ','.::. '1"~' 
16 (a) Chapparhand' . (b) Kolhatigi ,0 .• ' " (m) Bhandi Vodda , ..... ' . " . 

(b) Chspparhanda , . ' , •• iOla) Korwar• ", ~,' ,-., ,. 'Bhovi' de\ett'd \"ideG. 0.' !ia • ..: 

.115 
Ie 
1'1 

" Chitraksthi joshi ., ";<'" (b) KOl1ran' " .' '~ 'SWL 12 TBS 77dl\t~d 23,.1-78 I!lnce 
, Dang-Dallal ~.',_~ '-:-'. ~, ,tc) Kaikadi .'~ :.. ,~_,.,.. :- .~._ )t is included in tbe 1~8t o~ S.'hed'fl\ea,.~; 

Darn ... ' .~;".~:~" .. '=C;'",,~~'-""r~.~:vrd.> K~raoha.r>\ ", :;.- . ,', '- .;Caste ... ,lt~l!ynonym8are UlCl~~dcd~ ~j 
, ,~_ .• ' • ~~......... • ~ '. -.~ .... '''' , ...... : . 't_. "-' -l"" • ,p. " "-...--. ~ •• ~. i_.,~ .... ,.'1 ·"::.f; 
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The S'ebedaled CasUI and Schedul~dfrib~1I orde.II'(Ame~d~entf ~t, 1978 -(Conti.l Aot No. 108 '0.'1976) DaH'd '11 

, September 1976. Published in· the KlPnateka Gazette Dated llitb_ NOTember 1976 Which ~ae c2IBe, into, ff~ , ' , '. ,', ", ' -'" . 
. On 27t~ July 1977 ai' am~_nded up-to-d,ta ••. T,' ( • ',.~' :'. ,<t>, ";" -', ' ~, "'" .. '\ 
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11 
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-SCHEDULED CASTES -', ',~ } 
l . "': . 

Adi Andhra ' 26 cha'kkilian ,- - , -',,6:1. M~hYlivan~hi, D~bei. 
Adi Dravida' . ~7_Cha1,&"adi. Cbalv.adi,_'~~nbl1) '. ~uru ~ankar 
Adi Karnataka 28 Chandal. ,: '.' .." ,,·61 Mallfl: -, , 
Adiy. (in Coorg Dil1trict) 29 Chenna. DaMr. Rol~ya Da.~.ar ,65' Milia. " 
Ager , '. ..'" 30 Dakhla, Dokkal'lf.r .. ',' . 66 Mala Desarl 
Ajila \' 51 DlIkkali~i . . '. '".. 67. Mala )tannai ', .. ' 
Anamuk " / Y!\2 Dhor. Kakkayya, Kankajya . 68 Mala Jagnam 
Ara}' Mala' , 33 .Dom, Dombara, Paidi, Patio. 69 ' Mala M88ti ,- '. 
Arur,tblltbiY&f ,M ElJamalwa;; Yellammlllawandiu . 10 MaTa 8ale, ~et'kanl' 
A rwa Mala;/ 35 Ganti Chorea . , 71 !tbla S:lnya~l " 
Baira , 36 Gllroda (h.'to '-'. 72 Mang. Mablllg. ~Inllnll 
Bakad - 37 Godda' ... ' 13 . Mnng Garudi~ Mallg Garo 

13 Baut (in·Belgaum, Bijapur. Dhar. 38 Goeangi : '. ; ¥ 7! Manne. . 
war « Nortl:l KaDar&. Distriet!. 39 Hal!eer I' .' 76 Mo.~~hl ,~ 

U Bnlruda 40 - Ralsar. Haslar- Hulas)-ar, Hala. ,1,6 MaVllan , 
15 Balagai evar' ~,77 M"f:haval M~llgha\'&r , 
16 Bandi U Handi Jogil. _ '~~ ~~~~~' Moga~ • 
17 BanJ'i\. ra, Lambani, Lamani .Lam, '2 H I 

, as B.: >' 80 MUn(hla hada. Sugali •. Lambadi, SukaIi '3 H 1 V lh--' r 
.. 0 nr, a ar , ' T' ' /81 Nadia, Hadi 

18 Bathada '... "". Rolaya, Roler,Holey& " '. 82 Nalkadaya' " 
19 Beda-Jangam, Budga Jangam .5 Holeya Dasari '<'_' 83 NalakeJava 
20 Bl'llara " 46 Jaglluli - .. QJ N d 
al Bh . M' t 01 R kh' '7 Jambuvutl" 0'1: lIya .~ angl, .. en ,ar, gana, U I, , 85, Pale 

Ma!kana, Halalkhor., Lalbegi •. 48 Kad"iyan T. 86 Pallan 
' Balmiki • Korar,' .9 K811adi ,'" ~7 Pambada 

Z¥imali • 50 Kemp9.ris. 88 "Panchama 
Bhambi, Bhambhi, ASlldaru. 61 Kolupulvandlu"~ - '.. 89 Panniand'i .,':'-

As£tdi, Chamadia, Chamar, 62 !tOOl", . ' .",. ,--:- ' . ' 90 Pariyan, Paraya , 
Chnmbhar, Chamgar, Hou· 53· Koracha. Korachar, Kaikadi ? 91 Paravan _.' 
Lana, Hanli. Kbalpa. Machi. "'1>, Korama Korava Koramushetty iJ2 Raneyar: .• 
gar, Mochigarl'Madar,Mlldi~; Kuncbi Korav~, ' r93 Samllgar~ 
Mocbi •. ~fuchi, T~lugn M~Cbi" 1)5 Kotegar, Metra. Metri; Kote8ha~': 9~ Samb~n 
Knmilh, Moehl.. Ru.mgar; • thiya, Kotegara, Kotagari' 95 .. S~parl, . 
Rahidas. Rohit. Sarnagar. [)6 Kudumban ' '96 Sdl.ehatha~. Sillek 

BLm. Bovi. Wadda. Yoddi>-r 57 Kuravan -:._ Killekyat" " . 
Woddar, Girinivaddar KalJu-' '58 Lingader 97 Sindhollu. Cbindoltll 

'vaddar, Tudugvaddur, Mllnnu- 59 Machala' _: ~ . _ • 98 Surlugadu Sidha : 
Tod,lar, OD, ODDE 60 Madari 99 Thoti -. 

~ Bindla til Madiga - . '" . /',"- 100 Tirgar. Tiraband .... 
25 Byagara 62 Mahar, Taral, Dhegu. Mega 101 ValluV4n 

/ r 
, } 2 

,~ -~ 

SCf{EDULED'TRJBES '-.. 
: .~' 

Adiyan 17 Ka.mmara (i II South Kanll ra. 33 Mala vekandi ' ;;.-

Yanl 

Burda " . ~ !>istrict- and Kon.gal T,aluk . - 3(.' Male~ll :, ' 
Bavaeba Bamcha ' '--' - . of Myso~e Di~tiiCt) .... ' 35 Maratha (in Coorg District) 
Bhil. Bhii, Garasia. Dholi" Rhil, .18 .Kaniyan. Kanyan ~iu, Kollegal 36 Marati (in 80athKantra . 

• 1. 3 , 
Dnngri Bhil Dungri Gar!lsia, Taluk of M,8ore Disirict) District)' 
Mewasi Bhi~. Rawsl Bhil, . n Kathodi. Kahtori Dhor, Kathodi, 37 ~eda, Medara, MeJari. a.urig. 
'Tadvi~il, Bhagalia,' Bhilala . '~Dhor Kaikari son Kathodi,' Buddar. Burad 

'- . 

Pawra, Vasava ¥e8an I!on Katkari .: ' .. ' . '; 3sV,.NRikda, Nayah, Choli\'~l •• ' 
6 Chenchu, Chenchwar 20 Kattunayakan ", Nayaka. Kl}padia Nayaka,· 
6 Chodhara"' 21 Kokns, ~okni, Kukna.· . ...:- Mota Nayaka. NlI.nr NaYlI.ka. 
7 Dubla, T,alavia. Halpaai ~~ Koli Dhor, Tokre koH, Kolchtt..·· 3!.' PalJiyan 

" Kolglu, . '0 Paniyan .' 
8 Gamit. Gamta; Gnit, Mavchi, '3 KOlldt1 Kaona . _. - • ,I Pardhi. Advichinchre •. Pbanll8 

padvi, Valvi 24 . Koraga .. Koragar .. " P~rdhi 
9 

10 
11 
IS 

Gond, Naikpod, Rajgond .25' Kota .'. , ..:.; '. , ~42 Pal eli.' 
Gowdalu . , i6 Koy~, Bhine Koy.a,J~~k,ora:... i3 Rathawa 
Hokkipi" ' 17 Kfldlya, Melekudl ' - . .' it ~holaga-
Ha81!.loru . 'c 28 Kuruba (in Coorg District) ,~",-,~ Bo1i~aru 

lIrular .' ~ 29 Kurumaus". ;/ , . . ,46 'roda :.,: 

',~ .. > -
>. 

.... , .. ~ 
" ~ .',-

'13 
H 

, 1& 
16 

Iruliga - -:-- 30 Maha Ma-lallar . ",' ,-- ., U V.rli 
Jenu Kuru'ba 31 ~alaikudJ' . '" ,.',':- .:: -.- ~ is Yitolia. Kot"ali», n.rodia 
Kadu Kuru},a 3' M~lasar-" "'~ ... ~ " - . '9 'Yerva 

.' 
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