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capital xeceipts are channelled to repasywment of
putlic debt on one hand, and on the other hand,
lazge amounts are diverted to Interest Payments

anc Lervicing of Debt under Revenus Account., As
noted in the thixd chagter, repsyment of Public
Cebt has increased irom 18.6,68 cxores at current
prices (1957«58) 0 L8.994.66 crores (1964-05).

It has al®0 been noticed that,the public Jdect
gaised by the governnant has bean woatly (ospecially
since 1961-62) in the nature of floatin; debi, &
short term loan to be repald in one ysar's duse-
tion and is basically meant for making adjustments
in the state revenue resocurces. lHence, these types
of loens 4o not helj in undertaking long term
investments but it results in financial burden like
Interest Payment and Debt repayment, causing 8
greatsr strain on state's resource position.

This leads to & debt trap wherein, govern-
ments in their effort to escape from it, gets fur-
ther entangled in it. They raise fresh loans gene-
rally peying & higher interest rate to clear the
arreags of intercst and also repayment of old loans,
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This is 1like & vicious cirxcle fzom which Lt is At~
ficult to come out.

Expanditure on the Adminiestrative Sexvices
accounts for expenciture on the itens like iublic
S8ervice Commission Secretsariast - General Services,
District Administration, Police, Jails, Pullic viorks
etc. The sum expended on this category increased
£rom Ree8,35 crores during 1957-58 to 8,148,353
cxores Quring 1984-85,amounting to 17.43 times in-
cxedsd in Lts level. Howevex, the figures adjusted
for price ané population factors (Table i10,642.9) 49
not reveal such & rapid growth. The growth in pex
clbltl geal figuxes was 1,49 fold as against 26,20
times incrosse for the unadjusted figuzres.

Even though there was an increese in its
absolute size, the Administrative Sexrvices axpendi.
ture had & declined share in the total from 48,07
per cent (1957«58) to 24.1 por cent (1984-83).

However, the increasing trend of the Admini-
strative bLervices expenditure has not been uniform
in the semse that, increadse during certain years wvas
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Zable Bo.8ela®s Irends in Adminictrotive Servi9as
Expenditure - Revenus + Ceapital

Accounts
Pex Capita

Yoars Current Conctant Current LCOnstant
Prices Frices rrices vrices
{is, in Croxes) (Figures in is,.)

1957=58 B4 35 10,02 3,73 4,48
{46,07)

1961-62 12,22 11.64 505 4.89

{4C.20)

1966=G7 40,08 12.¢7 T7.40 4,48
(34420)

1969=70 21.14 11.98 7.34 4.16
(27.95)

1974=75 20,82 9,80 B.92 3003
(27.02)

1978-79 49.00 16 .41 13,76 4,061
(26.40)

1980-81 69.12 17.64 18,63 4,76
(26.18)

1984-85 148,53 27,31 35,58 6. 68
(24.10)

Incrcase over

the initial

year 17.43 2072 9.54 1,49

Compoun- ratc

of growth 10,59 3034 Be15 1.06

Notci :icures in brackets indicate its pecrcentage
to total Genersl .ervices axpsnditure.

sougces (8) Combined Finance and Revenue iHceounts
for 195756 o 1979=80,

(b) Finance sccounts of Kegnatako for 19800«
81 to 1984-85.
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considerably greater than during some years. Une
of the important ressons for the growth of expen~
diture on Administrative Sexviccs,is the growing
levels of wages and salaries in the form of zevi-
sion of pay ocale, frequent enhancement in De8r-
ness Allowance ete., 7The f{mpact of this however
will not be fully reflected under this category as
the Adidinlstretive Jexvices or the secictsxisl ey
pendituze is sepazately ccopunted under Genaxal
Lervices, Socicl ené¢ Community Services and Economie
Services cttegjorien, lence, the increosse in the
expenditure under this cetegory 4s only & port of
the total financial nixden borne by the state governw

ment on sceount of increesed vages end salarice,

However, the impact of the revisions of pay
and frequent increments in Deorness Allovance, 1is
to some extant reflected in the expenditure details
presented in Teble $,2,10. During the atudy period
undex consideration i.e., 230 years, the pay of the
Government erployees has been revised four times
(1961, 1970, 1977, 1982) and the impact of these
zevision of pay can bc odssrved frox the percentage
varistion prescnted in Table 6.2,10.
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ive service EEpendiwixs AD
gKarnataka

Years rercent varistion
1957-%2 -
19508-.59 - 21,08
195260 74,13
1960-861 18.70
1961-.62 25.08
1962-63 - 3,52
196364 12,21
196485 - led4d
1965-£€ 40.41
196667 Y.67
196762 - 0 2n
1962-69 5.49
197C-.71 av.72
1071-72 17,38
1772-73 - 6,29
107374 1.84
1974=7% - .03
1975-.76 1,77
197677 17.79
197778 2,78
1¢76-719 ' 18,24
1979-80 14,88
1980-81 22.7
1901-82 17,82
1983-8) 15. 4
1963-84 0«30
1944..8% 54.62

W—“m
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It can also be observed that the state govern-
ment cployces wexe paid interim relief twice i.e,
auring 1976=77 (we@ef. 1.4.76) and 1984-85 (weeef
1.8,88) ancd the impact of thecse also can be ¢bsexvac
from the porcent variation.

Apart from the revision of pay and the
intorin relicf the governmcnt has revised the Lear-
ness Allowence (D, A)Ly 54 times auring the 38 yea:x
study period under considerxation. As can be obsexved
from Table 6.2.11, ctate government rcvised JeArness
allowance by os many as seven times Guriny one finan-
ciel year i.c., 1983-84 and cut of twenty eicht year
study period only during seven years therc was o
tevision in Jearness allovwence, wonerally, the revi-
sion in cCeaznese allo.ance is effect.d with every
eight points hike in consumer price index. The fre-
quent revision of deamness 8llowance in the stote
eleurly sccount foxr & ateep hike 4n price level in
the stase.

These benefits to the salaried people have
been osuaing large scale financial strain on the eco-
pomyApert from these, the liousc Rent Allowence
(fRA) and City Compensatory Allowance (CCA) have been



Number of
Yetrs Revisions
— A G s e
1957-.58 No Revision
195859 No Revision
195960 One Revision
196061 Une Revision
1961.62 No Revicion
1962-63 Bo Revision
196 3=64 Ons Revision
1964=65 Two Revisions
19€5-.66 T™wWO Reviscions
196667 T™wo Revisions
19€7-68 One Revision
1968=569 One Revision
1969-70 One Revision
1970=71 Ho Revision
1971-72 One Revision
1972-73 ™o Revisions
1973-74 Youx Revisions
1974~=75 T™wo Revisions
1975-76 Ones Revision
1976=717 Mo Revision
19771=T78 One Revision
1978-79 Bo Revision
197980 Theee Revisions
1980=81 Five Revisions
1981-82 54x Reviaionas
198283 Five Kkavisions
1983--84 Sgvenn Revisions
1964-85% Five Revisions

—___M
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increased by as many as cixteen times during the
study period. Apart from incrcase in the salary
and weage bills due to frequemt upward revism in
Dei: and other allovances, the employment in governhe
@ent sector 8s observed in Cheptexr III, has also
axpanded considerably. his aiso has put addi-
tional financial hurden on the state exchequer.

According to one estimate, there 15 almost
23 per cent surplus staff employed in the govern
ment sector. his has resulted mainly &ue to
government cmployment policy. oceording to which
if & pezoon is contimuously employed for morc than
180 days on tomporary basis, his sexvices axc made
permanent, This has also resulted in creating
supormumerary poets in the government, causing
incretsd in expenditure on thece items. Desides,
owving to various centrally sponsored schomes and
projects,lar o numbeg of posts were Creéted under
various plans, thus cxpanding employment in govern-
ment sector and hence the expenditure has incressed,

The tuzdon csused by these factors is ref-
lected in statement, “one of the main factors which
have contributed tovexds deterioration in financial
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E@souEcos causing & serious imbalance in tho state
udget is the frequent upward revision of emoluments
of govcrnment employees and others®., (Covesnment

of Kaxnotaka, 1968-69: 40).

6014

Bxpenditure on the tuperanmuation allowances,
Pensions and Gratuitics to retired civil officers of
all non=commercial and commercial departmonts
(exoept iailways, Posts and lelegraphs) is Zocorced
under the above category, besides payments %0 re-
tzenched pexscnnel, contributions to provident funds
of government servante belonging to nonmscommercial
and commercial departments (except Railways and rost
and Telegraphs), scxvice funds and family pensions
paid from funds mezged in gyovernment balances.

The date in Table [i0.6.2.,12 revedls that, eX-
penditure on rPensions and luaceLIMs seneral Lege
vices has incretsed by 59.42 times 4t current prices,
The expendituze has not only grown in its absolute
size but also in its relative position in the General
Sezvices expendituze. ihc share of Pension services



L cFal —eEvice

(Revermue account)

Per Capita

Years ©
Qurrent <onctant Cugrent Constant
Prices Prices Prices Prices
(Rse in <{rores) (Figures in is.)

195758 201 2042 090 1,08
(11.57)

1961.62 245 2438 1,01 0,98
(9,78)

1966=67 3,62 2.18 1,38 Q.81
(6.17)

196970 5,05 2486 1,75 0499
(6,69)

1974=75 12,64 430 3,91 1033
(11,8%)

1976a79 32425 10,78 9406 3,03
(17.38)

1980=81 47.83 12420 12.89 3ed9
(18,12)

1984-8% 119,43 22.41 29,20 D448
(19,78)

Inczaospe Over

initial year 09,42 De26 32.44 5,07

Compound rate

of growth 17,11 Ned3 14,53 7.02

Notcs iguree in brackets imkiicate percentage to the
totnl Gencral vervices expenditurc.

sourcg) (a) Combined Finance and Revenue ..caounts
for 1957=58 t0 1979=80,

(b) Finence .«ccounts of Karnatek:z for 1980
81 to 1984-85,
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increaped from 11,57 per cent curing 1957«58 to
19,78 pexr cent curing 1984-85,

The date also reveals that, whem the ex-
penditure i8 accounted for price and population foc-
toxs, & emaller amount of hike 48 observed, An
adjustment for price and populetion fectors remults
in 5,07 fold incresse in its level. This is in con-
trast to an enormous amouni of 59 times increase
for the unadjusted figures. This makes cvident
the rapic growth in price and pojulation factors
auring the reference period.

The espenditure under Pensions and [isce-

llanecus Gonszal Services has been found to be ine
c..tocaing smoothly, but fox marginel declines duging
certain years, however the incresse is more rapid
during the later vears and hence, it has reached
great hcights by the closure 0f the study pexiod, Lhe
factor behind the repid increase in the level of
expenditure iz thc frequent revision of the Learness
Allowence (D,nA) for the pensioners. The docision to
incretse L.A for _ensioners was un.er nany circui~

stances, & follew up of the revision of Deaxness
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allowance for employees of state government. Hence,
expenditurc is 8lso observed to be having & similerx
growth pottern 8s under the Administzative Lervices.
llowever, the expenditure under Pensions and .:iscella-
necus General Services has experienced a rapid

srfowth Of incredse than that of Adrministrative Sek-
vices axpenditure,as the former increased by 59.42
times, whereas the latter incressed only by 26 times.
The reagonh for such a development is thet, while the
sxpendituzec on Secretaxiat or Adminictrative Sexrvices
is dlstriuted under the functional catcgories L.0e,
General Lervices, social and Commmunity Lervices and
Economic iervices,the pensionary expsnditure of all
the categories is presentced undex one head of account
t.e'z.. Pensions and iilscellanegus Generel LOIvices.
This pzactice of accounting has lead to a moxe xapic
incroase undexr rensions &nd idscellaneous veneral

Services t.an that oi iAdministrative verxvices,
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6.1% Sumpesy of Fincingg

Uverall analysis of the expenditurce uncer
Genexsl .ervices revealed that, even thouh all
the items have grown in their size in avsolute
terms there vae rapid increase only under ekt Lere
vicing Category, and FPensions and dscellaneous
General Jexvices., -ven in terms of relative imp-
ortance only these two categorics had an increase,
All the other items of expenditure received a set-
back in texma of relative iuportance over 1957=58,.

The rapid incredse under Lebt Lervicing
cetegorxy,is a cirect consecuence of evcerw-growing
debt buxden on the state government, Lxpenditure
on pullic deLt repayment has mounted great heights
as 8 conseQuence, major portion of capital receipts
age channelled to repayment of public deit on the
one hand and on the other hand, large amountsa azre
directed to Interest Peyment and Servicing of Cebt
under Revemue /ccount.

This ceuses great concern since under both

Revenue and C‘P‘.m sccounts, the type of ww:e
vhich is meinly a tronsfex expendituro, 13 mounting
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great heights. This might put a hurdle in the wvay
of government in spending more on the developmental
programmes. The sxpenditure on Lebt SBervicing and
Debt Repayment will not b: harmful,if this is met
out of the profits earned out of the Anvestments
macde with the boriowed money. ut as revesled by
nany governmont documents, the past investments met
out of borrowed funds axe yet to gesp the benefits
and hence the repayment of old debt is met from
fresh leans and thus it is hindering the state
government to make fresh investments with thc fresh
loans zaised,

. As eaxly as 1960, it was stated that,
"the debt sexvice charges have increased... in addi-
tion repéymsnt to .overnment oi India has risen...
this is continuing toc czeate heavy strain on our re-
sources®, {(Govermment of Karnataka, 1959601 30).

The two options that are left with the
overnment to deal these problems are:

i) to see to it that, eithexr it mchilises
gZeatexr amount of xcsources, so thet the committed
enpenditure is met without reducing the smount
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c8tercc t0 developmoent progrommes.

(44) oz, the borrowed funds aze put o
efficient use enc thus recap the benefite which will
help the government to repay the debt f£rom the pro-
ceods of the investment.

Unless some measures aye taken to solve
these prxobloms, the situation will not improve and
thus it would omsuse great hardships to the sgonouy.

Apart from the Debt Servicing, the othcox
category which has been growing at a very rapid
rate 15 Pensions and dscelleéneocus veneral services.
he zapid increase is a reilection of the xeviaions
of Dearneas Allowence sanctioned very often, which
again is caused by the price rise that is taking
place, [ugther, even the expenciture on Administre~-
tive Lervices has had 8 consicdesable amount Of ine
crease in its level, vhich i1s a broad outcome o the
revisions and frequent enhancement in the Desrnhess

allovance,

However, it is obsezved that efficiency is
achioved with respect to the Fiscel lervices, as the
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collection charges have constituted & lessez shese
in the total tax revemuc collected, But thie com-
stitutes 8 very small portion of the total espendie
ture under Genozxal Lexvices.

l‘ajor portion is undex Debt _ezrvices, Admi

nictxative Sexvices and Pensions Psyments. Debt Serx-
vicing and Pension peyment are more of transfer
natured expenditure., by the end of the study pexiod
these two catepories had constdtuted about 68 per cent
of the total Genersl Sexvices expenditure as sgainst
only 35,56 per cent during 1957-58, Un an avorage
about 54 per cent of total General Lexvices is con-
stituted undexr the above two categories. The trend

‘that i observod ceauses concern about the state
finences, Precautionary measures are required %0 set
right the pattern., Unless cfficlent spending is pro-
ctised in oll the forms of government activity., ie.c.,
resource mobilisetion, dishursement 0f resources etc.,

the Goecired gosls cannot be achieved,






FUDLIC ES®PLMDITURE

In the preceding chapters, the trends and
composition of the Kagnotske state government ex-
penciture have been examined. The analysis has re-~
vealed that, there has been 2 consicderable smount
of incrcase in the expenditure both in its absolute
size and as proportion to Ltate Lomestic rroduct
under all the categories. -.herc has aleo been a
concidcrable change in the pattern of public expen-
dituxc. Thies calls for an ansalysis of the factoxs
zespinoible for the groi th and the changing pattorn
of tlic _overmment expenditure in the casge of larna-
eaka.

The factors that influence governncnt ex-
penciture @re multi~dimensional. Bixd (1970:9)
groups them into five broad cetegories, vii., invi-
ronncntal factors, Technological factors, —conomic
factors, olitical factors and Administrative fac-
vors. &imilarly, .usgzave (19693 73-90) has consi-
derad, Level of lLcomomic Levelopment, Lemo;raphic
Change, Technological Change, Social, Cultural and
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Political factors, as thc causes for the fluctua-

tions in the size and pattern of government expeb-
diture, |

However, large scale attention of the

time scries public expenditure studies was focussed
uporn testing the factors liie ‘Level of Economic
Developmcont' (propounded by Wagnepand ‘Displace-
ment itffect' (Peacock and Wiseman). It has been
stated, “"the public finance literature sbouncs with
stucies that deal directly or indirectly with the
lav of rising government expenditures, otherwise
knovn as i.agner's Low", (Abizadeh anc Yousefi, 19880

78).,

In the present study, along with the above
factora, the influence 0f government revemie,
central transfers and finally the growth in govern-
ment responsibilities have been considered to acc-
ocunt for the _rowth and changing pattern of XKarne-

taka state government expenditure.,

7.1 Level of Economic Development:

It has been argued that, as the economy
attains higher level of economic development, the
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gelative importance of the government sector
g¥ows. .hLis has been expounced by t.egncz, and is
femously known as "expanding scele of state acti-
vity“. .his lew has been dealt with in deteil in
the II chepter of the present study., Hence, only
empizrical verificoilon of the law has been pro-
sented here.

In oxder to test this law, proposrtion of
government axpenditurc in SOP has been regressed ol
e pex oapita real State Domestic Froduct. his
soems ©0 be the moct appropriste form to toat
Wagnexr's law as hioc law accounts for en increese in
state activity in relation to the totol coonomic
activity. /s iaagzavo rightly puts it, “the propor-
tion 0f expending scale obviously mist be inter-
preted as pogtulating & rising share of the public
sector in the econooy. An absolute increese in the
size of the budget can hardly feil to zesult as the
econocy axpands®, (1969: 74). Similarly, Bixd (1970
20) also supports the usage of ratio of governmcnt
expenditure to Gross liationsal Product, to measure
government activit;. Hence,the apecified model in

the present study ies
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log E/¥ = log a + blog ¥

“hexcins

E/Y = proportion of government expenciturc in Statce
Domestic Product

& = Intexcept

b = Rogzession cocfficient

X = Per capita real State Domsatic Product

In tdie sbove oguation the regression CO-
efficient 'b' represents the elasticity cocfiicient,
The res,onsiveness of the expencditure is judged by
the value oi the regression coefficient ‘LY,

The Louble log regeessions run for the pur-
pose of axxiving at the responsiveness of expendi-
1.:1:0 to SDPreveal that, in case of Karnataka, total
public expenditure is highly responsive to changes
in inocome., Income aleaaticity coefficicnts presented
in Table 7.2,1 reveal that with weq‘one per cent
increése in per capita real SpP, the propoxtion of
total expenditure increases by alrost two times,

This implies thot government activity has & grester
growth in ite lovel than that of the overall economic

activity.
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Taile 7.3.;: Llasticity Cocfficienty
Proportion of Llasti- R2 . T
Expenciture Category city (*bY)
to JDP voefficlient
Total Expenciture 1,99 0440 4e14*
Expenciture on
Administrative anc
Protective Functions 1.79 Y 4,86*
L Jiture on
c:izzzal anc welfarc
functions
(Educetion,liealth
etc,) 3,02 Oe¢56 5,75¢

Expenciture on .ater

and poiv.cx develop-

ment anc Transport

& Commanication CelB 0.02 0481

— ———— o ——— ——

Note: *uijnificant at 0.1 per cent level of signi-
ficancce.

These gesults along with a zapid growth ia
expenditure in comparison with.. sDP in thodrz
absolute size (as observed in Chapter 111) axe in
conforrdty with Wagner's Law of 1lncreeasing Ltats
Activity st the aggregates level. However, it should
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be obssrved as to vhether the growth in govVernment
expenditure iz algo duc to the seme tacto:e‘as
attributed by l.agnexr or thegxe axe different set of
factorc responsible for the above trend observed.

Hagner suggests that, increased responsi-
Lility of the govermment in performing certain
functions leads to growth, in government over &
period of tiue. These functions sre grouped unders

(a) Administrative and Vrotcctive functions,

{(b) Jocial anc .ielfare functions with
specislreference to Lducation, Health, Income Dist-
gitution,

(e) _rovision of cextain Lconomic _ervices,
which arce geherally not undertaken by private sec-
tox, consisting of services like Transport, (omminie
cotions, hater and Power Developmont etc.

In oxder to obsexve if the growth in total
government activity is & consequence of thcse above
functions, cisaggregeted analysis of the Karnataks

enpendituze under the above cetegories is attempted,
Sepazate zegressions were fitted for each functiom
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to obsezrve the responsiveness of cagh categoxy to
pex oq.tta Leal SUp,

+:8 revedlcd £rom Tsble 7.2.1 expendituze
undex Education, liealth, Income Distxibuiion cate-
gory ere highly income elastic. imt the thirxd
factor Cconomic cerxvices is not at all elastliQ
the cocfiiclent being as low as 0.15,

Besed on the above regression results 4%
can be inferred that, cven though Lagmei's theey
is epplicahble at the aggregate level, all the fadc-
tore responsible for this increeased activity as
given by Wagnex do not hold good.

Hewever, the sccond factor appears to be
having 8 univezsal epplication, as rapid incredse
in the socia)l services expenditure has also been
obscrwed in cess of other countxies. Musgrave
obsexved thig phenomenon in case Oof U.5 A., Ul
and Germany. He states, "for all these countries,
however, the big factor of increase is in the
Socisl Service category. defined here to include
education, welfare programme, social insursncc and
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bousing® (1969s 93). Thorn has also obsexved 2
similaz tgond in many countries imcluding E}
Salvaioz, Gapan, iexdco, Sierrs, Sooul, U.K.etc,
He hypothesised that, “the proportion of total
axpenciture udcvoted to social expencitures tends
S0 zise in tho course of cconomic developacnt
which mean: that it grows at a faster ratc than
the avezage of other govermment expenditurcs®,
(19721 190-191). Although in Karnataka es wvell
as in othexr ocountries, as is zrevealed by various
studies, the second factoz is contzxibuting signi-
ficantly to the increase in state activities, the
ideology behinc the expansion of sccial serfices
as pEeveliling in some Of these ¢apitalist coun-
tries 1s dlemetzically opposite to the 1deology
adopted in less developed and sociali:z=tic coun-
tries like India. I:. the capitalist countries,
the secial sesvices are treated as luxury 0o0ds,
hence a&n increase in national ircomc lc astamned tO
lead 80 & higher denand foxr thesc goods. As hicks
puts 1t, "to an important degrec the oxpansion
(of the pullic sector) was merely & consogeence oOf
the rise in the standerd of livings public goods
can be afforded noze abwndantly by wealthy
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sommunities only vhen the most uzgent incividual
wants have been satisfied will the demecratic
majorities aggee to the satisfection of any ‘but
the most fundemental collective wants". {1968: 21).
S8indler v views wvere also expressed by others

like Oshime (1557).

However, in the cesse of countries like
Indis, Locial services are not treated as lLwmry
Qoods, ut axe conasidered as essential services for
the uplifwment of the pooxr and genersl nesses,
These are provided to the socliety at the initiative
of the government xather than being demanded Ly
the soclety. Provision of Social Serxvices is an
l.ﬁug:al. part of the policies of & weliare astate,
Thus, it mey be noted thet in Kagnataka, it is not
the inc:ietsed demand (an cutcome of incressed
income) that is ceusing the expenditure on these
categories to incresse, On the other hand, it can
be observed fzo: paat govermment policies that,
novernrent has been incurring greater expenditures
becausc of its objective of providing Education and
Health services to one and all and thus increaos
the standcrd of living of the beckward soctions

of the pecple.
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Epecial wention of the Minimum Needs PZoOw
cramme, introdwsed during the Fifth Five Year
Plan pexiod, can be made as an exemple o govern-
ment effozts in improving the human rescurce pPosi-
tion. According to this, the government has set
certain nozus for providing services iike elemen~
tazry education, adult education, rural health,
water supply otc., to the general messes in the
state, his clearly reflocts the government
effoxts to bring forth certain social benefits at
its own initiative.

Thus, wvhile n.agner's lew is ap;licable at
aggregate level, the féctors responsible for these
gesults aze conaicexably different.

Peacogk and Wiseman hypothesize that the
Jovernment rcverne and axpenditure reveal pesks and
pletens in its growth path, when atfected by the
social upheavals like wars ctc. They dJdescxibe the

phenomenon a8, "....n0tions shout taxstion &aze
likely to be moxe influential than ideas about
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deaizable increases in expendituze in deciding the
size anc xate of growth of the public sectors.
hezo ey ¥ws Le a poraistent divergence between
4deas about desirable public spencing end idees
about the limits of taxation. This divergence may
be naxpeved by lazge scale social distuzbances,
such as wmajor wars. Such disturbences may creats
& displacenent effect, shifting public zevenuss
and ependituges to new levels, After the distux-
bance {8 over now ideas of tolerable tax levels
emarge, and & now platesu of expendituxe may be
reached with public expencitures again taking &
bzoadly constant shaxe of gross national product,
though & diffozent shaze from the formex one’,
(Pesceck and wigseman, 19673 x.IV).

This theory haz been presented in Setail in
ti e Scoond Chapter 0f the present study. Hence. hexe
an attempt has been made to obsexrve its sppligabi-
1ity in cese 0f Xarnataka, The tiwe sexies data on
Kagnataka state govermment expenditure has been
analysed to observe 1f the growth pattern is akin to
that of Peacock and viseman‘s ‘DLisplacement Lffect’,
The per cepita real expemditure presented in
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Table 7.2.2 does not zeveal any wide fluctuate
ions similax to the ones obscrved in Pescock and
iseman's study, liowever, it should be xmxod
that the present study pertains to the analysis of
finsnoes of an individuel state in Indian fedara-
tion, and also that they do not incur the defence
expenciture directly, lHowever, some similaxr s®i-
dies concucted at an individual state level (5ingh,
1979) consideg that the natural calamities like
fenine, £20048 etc., have & #nilex effect as of wars
on state's finances and hence tested the applicadbi-
ity of ‘Displacement Effect’.

| Karnataka has very ofton boen affected Ly
scvere famine oconditions as drocught prevailed in
the state during 1966-67, 1968-69,1972.73, 1973=74
snd from 1980-81 almost every successive yeas was
afferted by the drought condition. Even though,the
governmant expenditure on ‘famxine relief' (Table
%0.7¢3.2) has inczetsed Auzing these yesrs, they
30 net exert the type of influence Peecock and

wiseman heve talked about i,e., the total expesnditure
a8 & zesmult of these calamities has not been
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Zable 7,2,2:+ Per Capits :.cal
Karnataky

— f T N RJIPE E,S)
Years Pex cepita rxcal Total per

expanditure on capita real

natugal calamicies expenditure
1957-58 0420 43,49
1958=59 0.19 42,38
1959.60 0425 43,24
1960-61 0¢37 53,17
1961-.62 0e24 58,41
15662.63 0.21 79,22
196364 0.20 76,27
196465 Cel16 69,06
196566 0,16 70,53
1966=67 060 T2.92
1967~63 Del6 69,08
1968-69 1,97 90,44
1969-70 0.45% 93.74
1970-71 0,64 86425
197172 0.59 904,35
1972-73 3.76 102,23
1973-74 2497 85,66
1974 -758 0422 64,82
197576 0.28 75,34
1976-77 0.28 72.48
197778 0e25 102.07
197879 0,08 95.%0
1979-80 0+10 100,84
1980-81 Dl 117,77
1981-82 0,34 116.94
1982=-813 0ed2 124.08
1983-84 0.29 130,65
1984~-85 0e.23 185,02
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displaced. On the other hand, the expenditure on
famine relief is very meagre to exert such an

influence.

The larger fluctuations
observed during some years in the total expenditure
are, by and large governed by changes in public
debt repayment and sometimes evén the eXpenditure
undexr Capital account., (A detalled account of this
is presented in Chapter III). The expenditure
under famine relief, does not account for these
changes, as a very meagre sum has been spent on
this category, which can be obsexrved from the
data (Table No.7.2.2), the largest sum expended
under this category was a meagre Rs.3.76 during 1972-
732, which obviously did not displace the expenditure

pattern in Karnataka.

On the other hand, the cfucial factor respon-
sible, according to Peacock and Wiseman, for such
bchaviour of government expenditure is a similaer
growth in government receipts which precedes expen-
diture growth. They assumed that tax potential of

governments increases because of an increase in the
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level of tolerable burden of taxes. In case of
Kaxrnataka, as observed from the policy decisions
of the esarlier period, theze have been cases when
the government scrapped the tax arrears and cthes

losns Cue to it, because of the sevezre drought
conditions,

This exsrcise has been nade only to prove
that testing the applicability of ‘dlsplacement
effect’ at the level of an individual state with-
out taking into considezation the facwwors that led.
to the formulation of 'displacemcnt effect’', wmild

only result in spurious results.

7.3 Soverpment Revemug:

Another important factor responaible for the
growth in govermment axpenciture is the growth 4in
government revemue. Growth in government revenue is
observed to be having & direct relationship with the
growth in the level of national income. As Buxkhesd
and Miner report, "in most countries, in most ciz~
cumstances, government exponditures are limited Ly
the svailability of tax revomie. Since tax revenuss
have & pooitive elasticity vith respect to national
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income, econmomic grouth hrings an increase in the
volume of Xevenue from the existing tax structure.
This incredse is typicslly accompanied by an

inczedss in the government expenditure®.(19731:12).

Similarly, many other economists also have
expxessed such ideas, For instance, Friedman in an
interviev vith The kashington Times, states:
*Political rule number one is government spends wvhat
government reCeaives plus as much more as it can get
avey with®, {(quoted in Anderson, vallace and Yarnerx,
1986: 631). Musgrave s8lso states, "A final factor
in the politics of £iscal axpansion relates to the
built-in revemia response to econonic grovwth, The
fastexr the econovy grows the greater will be the
"£iscal dividend' or Muilt-in revemie jain with con-
stant rates of tax", (1965« 87).

ocn the contrary td these arguments, some 8C0-
nomists have felt that, it is the growth in expendi-
ture that resilts in yresier government revemie., For
instance, Dargow (197411055-1118) has felt that
higher government spending forces up the zevemias,
Here, argument that,incressed taxation is the causal
mechaniss @pesating upon growth of govexnment is
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questioned., Government puts forth greater cfforts
to mobllise the resources when there ie & hichex
level of governmcnt axpenditure, hence an m~
sion in expenciture losds to an incressed revenue.

However, in & real zituantion, these srgunents
provide omly & pertia)l view of the csusal relation-
ship between expenditure and ravemis. Lxpenditure
and revemis arc interdependent, &3 the government
expanditure influences the government rcvenue and
the govermment revemie ftc-elf in turn exerts a
great influsnce avexr the erpenditure. uoldshelld
besutifully summazises the relationchip between pub-
lic revemso and public expenditure. “A community'c
axpenditure and zevemie cannot in the lony run be
oconsidered separstely. They have 80 close & reci-
procal functional relationship that we may says Tell
me how and whemce yYou acquire your reverme, onc I
shall tell you what your axpenditure udget st
look like, The same &p.lies in reverse. 7+ell me
what you weant o apend your rmoney on, and I shall
tell you by what means you will get the required
revemis, whag clasees of coclaty you must draw upon
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and the size and kinc of administrotive apparatus
you will need therefor". (1967:202), Hence, the
government revemus and expenciture tend to have &
bi-directional csusality rather than unidircctional
onae Hence, an ettampt has boen méde in this sec-
tion % oObserve the empirical causal relationships
botween Karnataka State government axpendciture and
receipts with the help of Crander causality test,
Methodology regarding the model i3 pressnted hcre.

Hathedo)eqys

The esusal rclation between governmcnt axpen-
diture and receipts of Karnataka State have been exa-
mined by applying Cranger csusality teoet to anmaal
observations of government expenditure and reveme
for the time perioc 195758 to 19684-85. Grangex's
andel was chosen because of the specified advantages
of this model &8s proved by many studies like Geweke,
Meese 2ncé Lent,1983; “aen 8nd lachey, 19832 and
Blackley, 1986,
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Ssepgex’s - odel:

.4 b
Xe w8 +l%1 by Koo+ 12-0 Cqg R g € oesennll)
| k 1
Re & 4 i’niﬁk Beae * f_-o YeXe g +€pecveaall)
vherein,

Xy = Bxpenciture
Rt = Recvemie

fcecordinn to the model, revermo is sald ¢0 be
not excrting any influence at all over expenciture
vhen € (1>0) cre jointly insignificent and simi-
larly wvhen ¥, (1> 0) the expenciture coes not (at
all) influence the revenue, Un the other hand, if C.t
i significant at iz 0 lcvel, revemic oxcric an
instantanoous iniluance over the expenditure, which
i also knovn as 'ctrict' causality. cimilexly.shen
X is edgnificant ac x12-0 level, axpenditure exerts

an instantanecus (strict) causality over the revenuc,

Following Blackley (1986), signiiicancae o the
gelationshiy has becn tested with the help of wald
statistic (W) which follows chi-s@uared digstribation,

The degree of freecom 48 equel to the numbexr of
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coefficionts set equ.l to zero in the rostricted
mocel*. lald statistic is orrived at by multiply-
ing the number of observations with the praboxtian
of incresss in the error sum of cquares from the
unrestricted model to the restricted model. o (A)
Presunted in Tablen 7423 and 7.2.4 refers to ‘liot
at all’ Causality lest and .. (5) refers o 'otrict'
Causality Test,

The data pertaining to koth cxpenditure and
receipto 4s taken in first adlfferences. Three lage
have been considered for the depcndent varieble(ioth
revemie end expenditure) for all the specifications
bocause 0 the advantage of arriving at minimal
auto-correletion with three lags of the depondent
viriable, Llacklcy states, "First oxder auto=
correlation coefficicnts for residuals are generally
lowest for this mu ber of dependent lags® (19863146).

* (a) nestricted model refers to the one wherein the
lags of the independent veriasble axe deleted.

(b} Unzestzicted model refers to the original model
vhezein lags of the indepencoent variable are
ale®o conoidered,
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Emixicel Repults:

The zesults of Granger model as presented in
Tables 74243 and 7.2.4 reveal that there is an
instantaneous bi-directional causality betwcen
Ievemie and expenditurxe in cese of HKarnataka, llow-
evVex, revenuse has a stronger influence over the ex-
penditure both in terms of the fact that it exerts
strict causality ¥ (Z) over the revemue and also
that sum of the coefficients of revenue arc laggex

t.an that of epenciture on reveme.

This implies that growth in reveme oxeorts
¢reatexr influemce than that of expenditure on reveme.
lience, according to these results neither Friedman's
not Baxrow's argument is singly opezstive. The two
vaziables are interdepencent., However, the degree of
revernie factor's influence is greater than that of
expenditure and also the changes in revemie precede
that of espenciture as revealed by the high level of
signifioemce of . (<) for the revenue to aipenditusge
equation and also that the sum i3 grester than that
of ampenditize to revenus equation,
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Independent Cy ~otal 12
variable la:;s () 12 45) oum
L=l
1 1604 25* SePivee L0 .41 1,00 0,87
2 17004% 6448%* _(0,64 1.0 0,88
3 221.10% 10,88%%® 7,40 1,04 0690

- Sicnificant et 0.1 per cent level
** Ui nificant &t 5 pexr cent level
w+t Lignificent at 2.5 per cent level,

2

Hotes Total gum and R™ are from the unrestricted
MC]-.
Tahle No,742.4s Cou
to .evenuo

Independont lotal 2
1 1414270 2,81 ~0ed4 0469 0,86
2 156,93% 3,97 «0,75% 0,71 0,87
3 181,29* 5,21 =1.34 0,80 0,89

L R i il

Bote: * Lijnificent at 0.1 per cent level
*¢ Cicnificant at 10 pcr cent level

-otal sam end R2 are f£rom the unrestricted
model .,
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Teé Convra) Trensferey

Another important fectoxr respomsible for the
growvth in government expsndituse at a sub-national
level in & federal set up is the financiel trans-
fers obtained from the Central Govermment. In a
federal system, the responsibilities of government
age distributed between the Centre and the utates.
As Oatas states, “Each level of government rsther
t.an attempting to perform all the functions of the
public sector does what it can do best" (1972 14),
The distribution of responsibilitiecs has leq ¢o
division of revemue between Centrc anc .tates.

India being quasi-fedezrsl in nature, has estd-
i:.u-h.a a practice of transferzing resources £rom
Centre ©0 States. In fact, the Constitution of India,
under Azticle 275(1) has provided for transfer of
resources £rom Contre to Ltates in terms of tax,
nNON=tax geverme and grants-in-aid and another pro-
vision under Article 282, in terms of assistance
through loans and advances, lience the transfexs
fror: Centre in India as stated by the study team en
Centre-5tate relationships fall under two hroad
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categories, "Ome iz thc channel of what might be
called assurec devolution where the states - ore
net left any king of doubt about what they. are
going to get and their share goes to then Fegard-
less of uhat they spend it on and how they per-
form® and the second one, "vhere executive and dis-
cretionary factors operate and while the smount
transfexxed to the gtates are large, their actual
quantum zepaing uncertain and subjaect to year to
your fluctuations”, (Luoted in Rao, 1981 15).

These central transfers by and large, influe
ence the spencding pattern of state governments, LveR
though, the 'Contrel transfers' is generxally taken
a.a an explanatory variable t© explain the inters-
state varistion of expenditure, this can also serve
the purpose of explaining the growth in expeanditurc
of an incividual state as, the growth in Central
transfezrs over & period of time snable the govern-
wments to epand its spending, Hence, prosently an
atteampt has been made to observe the trende in total
Centz:]l transfers to Karnatake state &nd its impli-
cetions for state finances.



The amount of Central transfers to Karnataka
(Table i10¢7.2.5) has increased from is,25.12 crores
(1957«58) 0 .i5,787.98 crores (1984-85), This
ancunts to a substantial 31 times increase in its
level, The rapid increase observed in the total
transfers has undoubtedly helped the gstate govern-
ment to undertexe its responsibilities, The double-
lag regzession run %o obacrve tha influence of per
capita real Certral transfers over the per capita
Feal total expenditurc, roveeled that Centyxal tran-

sfexrs exert & gignificant influence over the total

sxpendd ture.

Pex Capita Con.tant Regression R’r T
Lokl o= ££4 -~

total chent . __
expenciture 1,120 1,062 085  11.66%

Notel * Significant at 0.1 per cent level of signi-
ficance.

The regression results given sbove indicate
that vith every one per cent increase in thé per
capits rea)l Central tranofers, the per capita real
expenditure of Karnataka State increases Ly 1.06 pex
cent, Hance, stats government sxpenditure has buea
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(Revemuc + Cepitel Transfexs)
(kupees in vrzores)

Yeaxs Contzal centxal transfers
txansfers as pexcentage W
(ct current total revarc
prices)

195758 . 25412 32,41

196162 42,71 32447

19667 108,51 37,31

1969=70 115,56 26419

1974=-75 140,83 23,93

197879 296,66 30208

1980=81 424.49 26254

198485 7987.98 25407

Incresse over

the initial

year 31.36

sources (8) Combined rinance and Revenue ..coounts
for 1957=58 to 1979«80

(L) Pinence .ccounts for 1980-81 to 84-85.
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significantly influencec by the central essistance.

But, there has boan & general feeling that,
any increase in the assistence from Central govorn-
ments, would gencrally result in 8 decline in the
state's own efforts to mobilise resourcec. lowever,
in case of Karnataka, statc'’s own resources are
having an increascd share in the total roceipts.
it can de Obsexved irom the Table 7.2.5, that despite
8 rapid inciease in the overall size of Centxal txe-
nsfers, its share in the total receipts has declined
considerably from 32.41 pexr cent (1957«58) to 25,07
pexr cent (1984-85). un the other hand, the state's
own revemie has incre@sed in its share from 67,59
per cent to 74,93 per cent during the above period.
This gives 8 rough incication that the state govern-
ment has pot been substituting Lts own resource nobi-
lisation efforts with the Central assistance, On the
other hand, aleng with an increase in the absolute
sirze of @cntral transfers, thce relative effort by the
state has increesed, (However, there is scope forx
fugthexr reseaxch in this sres to arrive at the
*stimulative’ and 'substitute' effects of Central

transfers) .
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thile these are some factors geverning the
grovth of govermment empenditure in cese of Kezna-
taka along with the price and population f£actors
(as observed in III, IV, V and VI chaptors), thcxe
are many other factors which influenced the pattexn
of government expenditure in Xaornataka which age
exanined in the following secticn.

73

The fectors ciscussed 80 far sre broadly in

the nature of 'supply' forces which influence the
Quantisy of public expenditure. ‘he leval 0f deve-
lopmant wvhidh results ih greatexr revenue position
l;:d Central transfers ctc., enable the governmonts %0
spend meze Adue %0 thelr greater fiscal capacity.

But the composition of government cxpendituze
is, by end lexge, dota:nd.md by the cemand forces
which bgoadly scoount for its rosponsibilities in
agess like allocation, distribution, stabilization
apd econoaic development. hile allocation anc diate
gibution respomsibilities are brought to limelight
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by Musgzave and Samuelson, Keynes highlights the
role of government in the stabilization £ield.

These governmcnt responsililities age an cute
come Of the onset of a ses~change in the concept
of state from policc state to that of a welfarxe
ctats., Govermment intexvention is necessitatsd by
private sector's failure to cater to certain needs
of the citizens. It is here that the public goods
concept gains importance, dus to its exclusive cha-
recteristics like economins 0f scale, decresfsing
cocts, non-&p.ropriabllity ete, VWelfare state Oon-
copt has led t & oonsiderthle expansion in govezh-
ment activity both in intencive and extensive scale.
This has resulted in huge incresse of government
.awcumn and also has reoulted in 8 change in
the pattern. Social forces also play an important
role in deciding the pattern of pullic expenditure.
» ..80cial foxces which are closely related to the
process of development are & major determinant of
the observed tendsncy of public expenditure @ rise
faster than national product and...., 8 large
portion of the services 0f government axc socially
deternined and are influenced by the changing social
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framework of the eocicty”. (Thorn, 19721 87-88).
Masgrave (1969169) too considers that expenci tuxe
is due both to cconomic and social forces end
latter should alse be given cue consideration
vhile analyaing the growth and pattern of expandi-
ture.

Thic sesms t0 be an appropriate explanstion
for the pattern of goverament activity in develop-
ing eoconoriics like Karnataka. The needs of public
for improving their human and physical resource
development, in Karnataks, are by and larxge, left
unfulfilled cue to the lack of the necCessadry pur-
chasing power, honhwe, there is a necd £or govern-
ment intervention. _hese factors, as already noted
in the fomrth anc fifth chepters of the present
study, have led to a considerable change in the
pattern of public expenditure in Karnataks. The
snalyais has also revealed that there is an incc-
eascd emphasis in Karnataka on the human resource
development in the latexr period as against major
focus on physical development in the initial pexiod
of the study. The trends heve also shown evidence
for objectives like ‘growth ancd equity’. he
government pro.ramses like alleviation of poverty,
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balanced regional development, social security and
welfare programmes to uplift the backward and
weskar sections of the economy have resulted in a
coneidesshle anocunt of ¢hanges in the pattern of
public expendituze.

lusgzeve also gives an account of these un-
tors. "The growing semse of social responsibility
for the welfare of individuals, vhich charxacterised
the course of political thoujzht Quxing this century
gzreatly inczessed the demanc for transfer progra-
maes and acceptance 0f 2 lar;ex role of the state
reduced political resistance to the allocation of
resources for the promotion of public goods... Un-
doubtedly, it deserves major weilght in explaining
the rising public expenditure share during this
eentury". (1969486),

Musgzave also states that this is 8 gencral
phenomenon observed throughout all the countries and
acoerding to him the imporetand zreason for such
behaviocur was & change &n the political set up from an
suthozitarian to a democretic one, In his own words,
"changes in olitical structures were equally favou-
rable, Transition from authoritarian to rapresento-
tive governments strengthened the effective demand for
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social goods as did the subsecuent democratisation
of representative forces of government through the
broadening of suffrage® (1969:86).

Apart from the distribution role emphasised
by Musgzeve, the governments in developing econo-
nies axe 8lso resorting to stimulate growth pgocecs
in the absence of privese initiative in the econory
thus rosulting in greet increases in expenditure,
This zole has been emphasized by Burkhesd anc .dinecr
who state, “For s developing economy the growth
structuze 13 rore likely to reside directly in the
public sector. The developing country will assume
zesponaibilities for economic planning and hence for
the pe provision of infrastructure development that
inspon 8 heavy burden of government expendituzes”,
(1973s2) . They also state thet governments in the
developing countgies in this rcgard have greater
responsibility than the developed ones, "To a
gretter degres than developed countsies, moost of he
developing countries with mixed economics encountes
a contimuing need to strengthen and sup;.loment
pzivate market structurcs where there are impedi-
sants to the orxganisation and finencing of privaww
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activities, national governments often assume 8ddh-
tional zesponsibilities for the inadequacies in
both product end iinencial markets"., (Burkhead

eand . inex, 1971:5).

The huge sums of money expanded by Kernateka
government in sectors like iater and Power Develop-
ment and Txansport and comunications es observexi
in Chaptcz V,right aince the post-lndependence exs
bear an evidonce for the initiative that the govern-
ment 16 undertaking to induce private sector's
participation in econonuic activity. Hence, by and
laxgc, the gro.th pattern in government activity in
Karnataka is observed to be in tune with the socio-

econo. ic objectives of yovernment,

7.6 gummary of Findings

wovernment axpenditure in Koxnatska i
obsaxved to be growing along with grouth in the ovex-
all eoconordc development and hence is in tune with
the Wagner's 'lavu of expanding state activity' at
aggregate level. liowever, the lew is dispzoved by
the disaggregste analysis of expenditure ‘'Cisplece-
ment effect' as profounded by Feacock and Viseman
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does not Spply in the present case. On the othex .

hand significent interdependence hag beea obocrved

between Karnstaka government reverme and e endi-
has

ture. The sum of central transfers/been obocrved

t0 be incxeasing cver a period of time and has bean

exerting & significant influence over expenciture,

while the quantunm of Karnataka public expen—
diture was guided by the abeove factors, tho pattern
was by and large governed by the government poli-
Ccies ané prograrmes, A substantisal change in the
pattern was aobserved vhich was in fgvour oL humen
resouroe development and grouth with equity. Thesc
changes axe an cutcome of changing concept of state.

However, the factorc that are discussed so
fag pertain to aggregate expencditure of Kexnataka
governmesit, It should be understeod that the expen-
diture on eact category like education, agriculturc,
att,, OFe motivated Ly differént set of fectors.
These &ze not attempted in the present study. How=
ever, these arc some aspocts of consicerable inte-

rest for futurec reseaxch,






In this study, the ggowth and pattern of
Karnataka state government espenciture during the
past thzee decacdes (195758 W 1984-85) is analysed,
The behaviour of government expenditure both at
SQgrcgate and at dissggregate level under vaorious
functional and economic cataQories sxe psesentcec,

she cajor Iindings of this study and theix
implicetions for the state econsmy are presented in
a mutghell,

The state govezament expendituxe in the casc
of Karnataka has not only increased in the absolute
size but alae in terms of its relative importance
in the total econcmic activity of the stete in the
sald study period. The trends and pattern of total
public expenciture &s observed in thiré chapter,
Zevealed that there was & consddezable amount of
grovth in the expenditure even after accounting iox
price and population factors. ihe growth: in the
government expenditure was nuch fastex than that of
the State Domestic Product (LDP’) and also its share
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in 80P wes on the increass, thus accounting for

a xdpid incresse in govermment octivity in case
of Karnataka,

‘The growth in the total expenditure was
chaxactericed by a greater incresse under the com-
potients -~ Public Dabt and Loans and Advances than
under Revemis and Capital accounts and siso the
share of Public Debt and Loans and Advences in the
total expenditure was cn the incredse, while that
of levenuie and Capfital accounts had a deciine. ihe
rapid increase under Public Debt compoment vwas an
cutcome of large scale increase under the hays and
Means advance category which is purely temporary in
nature % be repeaid in one year duration, licnce,by
-nd large, the vays and HNeans Advances that are
gaised ty government are in the natuze of making
sdjustments to the resource position of state govern-
mant and thus may not aid in making productive
investments, This has resulted in a Jdebt trap vherxe-
in the governmncnt has been ralsing fresh loans,
genexally paying & higher rate of interest to cleax
the oid loan,

These trends (wherein, the share of expendi-
tuze in the nature of direct provisiocn of goods
services i.e,, Ravenue anc Cepital expenditure is on
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decline giving roow for a greater share under
transfer natured expenditure) cause great concern
about the state finances., The growth in Public

Debt need no- cause concern when it is invested in
productive sectors. But in the cese of Karnataka,
8s already observed, the growth is due to short

term loans which will help in asdjusting the resource
position, 8imilarly, the payments made by the
government under ‘'Loans and Advances' category w
various departments ancd government ecployces would
be helpful for the economy only when it is utilised
for productive purposes, otherwise f{t merely acts
as 8 transfer expenditure. The rapld growth of
ependiture under these categories has been rast-
iuning the government from undestaking the pro-
ductive investments which are essential for economic
development,

It has 2130 been observed that even vwithin
the categozies like Revenue and Capital aceounts,
a oonpidexables portion is in the nature of govern-
ment consumption which consists of wages, saliries
and pensions to government employees. Even though
this type of maintenance cxpenditure is essential
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for fulfilling the government objectives, G8re
should be taken that it is retained at the sinimm
level possible. On . the other hand, the expendi-
ture which is in the nature of current transfexs

is another categoxy which constitute a considerxabl:
share in the total expendituxe and also has an
inczessed shaze in the total expenditure. The exp-
enditure incurred for current tranasfers would help
in sconomic growth only when the recipients of
thess suns make proper use of it, otherwvise it gene-
zates inflationary forces in the economy. On the
other hand, only one cuazxter of the total expsnditure
is in the nature of capitel formation. Capital
transfers, though is having an incressed share in
the total sxpenditure during the study period, 1is
very meagxre in its sum, These trends in the compo-
sition cast a doubt on the usefulnsss of government
expendituze in bringing about economic ggowth. Even
though, the sums expendad by government has been
adding to the purchasing power of people (paxticu-
lazly some sections) it has been appzehm.d[ng: be
gzeatly sssisting in real development. Hence, there
418 & Deed to rationalize the expenditure policy in
Kagnataka.



412

Further the functional classification of
government expenditure under Social and Community
sexvices, Economic Services (together referred to
83 Development Expenditure)- and General Servicee,
a8 presanted in fourth, fifth and sixth chapters,
has revealed that, though a major portion of the
total expenditure was in the form of Developwent
Expsnditure, it had & declining share in the total
expenditure over a period of time, On the othex
hand, Genaral Services (Non-Developmcnt) axpendi-
ture had & faster incgease and also an increasing
shaze in the total expenditure. The rapid growth
of General Services expernditure was mainly chara-
Qgterised by & large scale increase under Interest
Payments and Debt Servicing and Pensions categories.
Lazge scale increase of Interest Payments was an
outcome of increased debt burden of the state
government. Growth in pension payments has been
lazrgely resultant of frequent revisions of dearness
asllowance to the pensioners, iience, the rapid in-
cresses under these cstegories which is by and large
committed expsnditure in their nasture, is constrain-
ing the state government to increase the share of

development expendituze.
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The enalysis has also revesled that the
growth strategy pursuedi by Karnataka state govern~
ment has undergone & considerable change during
the study periocd, The Levelopment Expenditure in
Karnataka, which consists of Social and Community
Services meant for human resource development and
Economic Services meant for physical resource deve-
lopment, has been growing in favour of human re-
source development. /An initial large scale empha-
ais on physical resource developoent was laterx
shifted to an increased emphasis on humnan resource
developmant. This changed emphasis is an outoome
of govermmant objective to strike 8 balance batween
physical and human resousce developmant, By the
end of the study period, even though the investment
for physieal resousrce developmsnt was marginally
greater ¥han human resource development, by and
largs thers was an equitable distxibution of re-

sources betuveen human and physical resource deve-

lopment.

The growth strategy vwherein an effort has
Dest made tO strike a balance Letween human zxe—
souree development and physical resource development
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sounds good, especially for a developing economy
like Karnataka ss it has to keep both lmg‘ term
and short term interests in its consideraticn o
bring about a healthy economic growth.

Another important strategy which becams
evident fron the analysis is attainment of ‘growth
with equity', The composition of expsnditure under
~ocial and Community Services and Economic Sex-
vices has revealed that, thexe has been an increased
emphasis upon improving the human and physical re-
source position of the backward sections of the
people both on social ané economic front. The
vazrious progranmes which arxe implemented through
Socia) Security and lLielfere measures and the large
scale incroase in the sire of such expsnditure as
wall sz its share, account for an increased
emphasis upon bringing about ‘growth with equity’.

Othex programmes which are under physical
res-urce development to help the pooxr and down-
tzodden include, Tenancy reforms, Integrated iRurel
Development Programme (I.R.D.P), Ruxal Landless
Bwployment Guarsntee Programms (NeR.E.P), Small
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Farmere Development Agency (5,F.D.A) etc, Though
these progranmes are initiasted by the Central
governmant, Stats government has been actively
participating in their implementation,

Government has also introduced iinfmum Heeds
Programme to catexr to development needs of all the
sections 0of the people. The ! inimum Needs Programme
for human resocurce development include elementary
ecucation, adult education, nutrition and rural
heal th, The programmes for improvement in econocic
infrastructure consist of rural vater sup.ly.rural
roads, rural electrificetion and forestry for rural
enexrgy. Lastly, the programmes for development of
social infrastructure comprise of rural houaing and
onvixomonéal improvement of urban slums. The
thrust of these programmes is towards identifying
and intensifying the infrastructural investment nec-
essary for rural development. Government has set
forth cextain norms to fulfil the sbove mentioned
Minimum Neeeds Programme and als0 has been increas-
ing the smounts expended under these categories.
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Although thase programmes sound extremely
good at the cutset, as they tend to achieve
‘growth with equity' the implementaticn of thase
programmes has been cxiticised upon vehemently by
various evesluation reports. The Backgroynd papers
prspared for Karnstaka government criticised the
implementation of temancy reforms by stating, "we
are not very surxe whether surxplus land distribution
is successful, In the case 0f tenancy reforms, the
effect has been nothing more than comversion of
de focto ownership to de jure ownership, 7This has
perhaps not contributed significantly to increasing
the incomes of those who ar: below the poverty
line. As things stand today, there sppears little
!;zopo of changing the land reforms scenscioc consi-
dezably in the next fev years. The main camuses for
its failure are, the option ¢ surrender the land
was left to the land owner and in most of the cases
the surrendered land was of bad guality which eould
not be cultivated by the beneficiary. In some cases
vhere the bemeficiary is willing to cultivate the
land he is deprived of credit and other facilities.
Howevez, & sgchems which provides & central assistance
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of K8,1000 per hectaze foxr the beneficiarxics has

not been functioning effectively. This being the
case it becomes very difficult to achieve t':tm obj e~
ctives of bringing some families sbove the poverty |
line"., (Government of Kaznstake, 1983:110).

Regarding the performance of various employ=~
|ent generating progzamees like Nyl Eufs, itsleieGel’es
which aloo are expected to help in asset formation,
Eackground papers criticise, “"however, while the
intention has been laudable, these progranmes have
not been able to achieve the objective with which
they were originelly sanctioned... In a large nunber
of cases, tssets which have been created ere in the
ﬁamu of panchayst buildings and community halls
and it is a moot point vhethexr the poorest of the
poox in the village have really access to these bene-
fits, Thas, in addition innmumerable complaints have
been received regarding misappropriation and mis-
utilisstion of funas edrmarked for employment geng-
rating ectivity”, (Govexrnment of Kernataka, 19682
111-.113) .,
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These employment generating progremmes &xXe
also handicapped by inadequate supply of funds from
the government, Hence they have not been 11; 8 posi-
tion ¢to bring cut the results expected of them, In
flt-'t; it haz been felt that the entire planning that
has gone into the poverty alleviation or attain-
ment of 'growth with equity’, has not been very
helpful in fulfilment of these objectives, As it
has been steted in Seventh Plan report of Kernataks
government, "Despite three decades of planned doves
lopment the incidence of poverty within Kagnataks
continues to be agonisingly high®". (Government of
Karnateka, 1985-90s 35).

lience, the various objectives of govermment
do not get fulfilled¢ by merely chalking out the
programmes to thst effect, but it should be achieved
by successful implementation of these progreémmes.
Investment made for employment generation should
result in permsnent enployment so that it does not
requizre huge sums during the subsequent period. The
investment should result in self-generating
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employment, Dut, in case of Kagnataka government
investnent on these areas is only helping them to
securetasporary benefits only. An important nmes-
sure to tackle this problem is to provide adeguate
funds for fulfilment of each programme, Govern-
ment of Kaxnataka has been giving prioxity to
increase the number of programmes rather than to
provide adequate funds for fulfilment of existing
programmes. This approach is piece-meal in nature,
which only delays the attainment of full-fledged
sconordc growth,

Shortage of funds is encountered by othex
sectors also like ecducation, puklic health, xiads
and bridges etc. I‘t has heen observed that govern-
aent has been ka:ehicvmg the targets of inczea-
sing sise of enrxolment on record, rzather than in
providing good education to them. Hence large
scale back-log and stagnation iz ocbserved to be pge~
vailing in the schools. !lence greater focus is -
required on improving the quantity rxather than the

Qquality.
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Unless and until these measuxes sre taken,
the government objectives like attainment of growth
with equity, stabilisation cannot be satisfecto-
rily fulfilled, It is undoubtedly & long Fuh pXo-
Cess to fulfil the objectives tc the fullest extent
possible, lut unless care is teken regarding pre-
sent effective implementation, the prescribed goals
cannot be achieved. Government has to take care of
thess aspects vhile formulating the public expendi.
ture policies,

Further, the attempt to identify the factors
governing growth and pattern of government expendi-
ture and also the applicability of few expenditure
theoxies in case of Kornatska, revealed that ‘law
of expanding state activity', ss propounded by
wagnexr opezated in case of Karnatsks at an aggregate
level as the total sexpenditure was observed to be
highly responsive t0 stste income. However, viagnes's
theory did not operate at a disaggfegate level.
llence, even though a8t the outset wagner's law
appeared to be operxating, the factors responsible
for similar expanding stats activity in Kaxnatska,
are cbsezrved to be different,
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The Mysu has elso revealed that in cass
of Keznataska the two variables, govermnent revenss
and government expenditure (based on Granger's
causality model) axe exerting biedizecticnal csu-
sality. liowever, government revenue is observed to
be sxerting a greater influence over expenditure
than that of expanditure on reverus. Another impor-
tant factor that has been influencing governmensg
expenditure is central transfers.

while these factors governed the growth in
the government sxpsnditure, the pattern of expendi-
ture was by and large governed by the sociomaconocnic
objectives of the nation as well as Karnatake state
government, As a remult, whenever thexre was & shift
in emphasis on soclio=economic objectives or there
wvas an inclusion or exclusion of some objectives,
thaze was & concominant change in the pattern of

public espenditure.

ety






APPENDIX A

a ficati n india:

Budgetary transactions of Central government
and state governments are accounted under three

broad catcgoriess

1. Consolidated Fund = Consolideted Fund &cCe
ounts for expenditure which has been cither charged
or voted by thoe legislature.

2, Contingency Fund - Contingency Fund is to
account for the expenditure on the schemes {0r which
the clearance of the legislature is yet to be
sought {i.e., it has not been voted) till the time

it is sought.

‘3. Public account - Public Account sccounts for
all other transactions of governments of various

kinds.

Lxpendiiture undexr Consclidated Fumdd was
again classified under the two main divisions: (a)
Revenue Account, (b) Capital Disbursements. Revemie
Account comprises of the revernue receipts and the
revenue expenditure, So the first division deals
with the prooeeds of taxation and other receipts
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Classed a&s reverue and the expenditure met there-
from. One can arrive at the surplus or deficit
baged on the net result of revenue receipts and

expendd ture,

Second division, i.e., the capital dishurse-
ment comprices of capital receipts, capital expen-
diture,public debt repeayment and losns and advances.
Capital expenditure deals with expenditure met
usually from borrowed funds with the object cithex
of increasing concrete észecs o0i & matexial and
permanent character or of reducing recurring lia-
bilities. It alsc includes recazipts o a capital
nature intended to be wpplled as set off aguinst eN-
peniiture, Public Jebt, loans and advanies etCe.,
account for loans ialsed ane thelx xepayment by
government and loans and advances made vy goverh-

went tc various departments ond yovernment enployesds

Othexr categories of expenditure and receipts
accounted undexr consclidated fund include items
like transfer from the consolidated fund to contin-

gency fund and intexr~state settlement.
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Transactions undexr Public Account has
further been divided under (a) Debt and Deposits
and Advances, (b) Remittances and Suspense, Jira-
nsactions under Debt and Deposits and Advances are
those in respect of which government incurs a lia-
bility to repay the moneys received or has a claim
to recover the amount paid togethex with the re-
payments 0f the former {(debt & deposits) and re-
coveries of the latter (advances). The transact-
ions relating to 'Remittances & Suspense'include
all items which are merely adjusting heads undex
which appear such transactions as remittances of
cash between treasuries and currency chests, acc-
ounts between different accounting circles etc., The
.1nitial debits or credits to these heads will be
cleadred sventually by corresponding receipts or
payments either within the same circle of account

or in another account circle.

Budgetary transactions under Consolidated
Fund again are grouped under (a) Tax Revenue, (b)
Non-Tax Revenmue,under receipt head, and (a) General

sexvices (b) Social and Community Services,
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(e} Economic services, Grants-in-Aid under expen-
diture head. Above grouping is based on the specific
functions or services underteken by the gév.:nment.
inoxr heads under them identify the programmes
undertaken to achieve the objactives of the function
represented by the major head (viz,, General,

Soclel and Community and Economic vervices). The
schemes or activities included in the programme gene-
rally correspond to sub-heads below a minoxr head

representing a programme,

Transactions under Public Account are furtherx
grouped under {(a) Small Savings, Provident Funds

etc., (b) Reserve Funds etc.

The overall effect of the budgetary transac-
tions in Consolidated Fund, Contingency Fund and
Publie Account produces the total budgetary position
and the surplus or deficit thereof. Eudgetary class-
ification as preconted above, gives 8 detailed infor-
mation about government receipts and expenditure and
other financial transactions pertaining to the

financial year. This form of presentation ensures
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accountability foxr any act of spending and may also
meet the needs of administrative convenience and
ensures control by the legislature, But this type
of presentation does not throw light on the econo-
mic significence of the government's budgetary tra-
nsactions., Hence the statistical call of government
has been undertaking an economic classification of
the budgets, after they are presented. An economic
classification of the budget would throw light on
the extent of capital formation out of the budgetary
txans ctions, amount of savings of the government
and the contribution of the government to the lncome
genexation etc. This would help one to assess the
dmpact of government operations on the economy for
the purpose of formulation of corxeét monetary and
fiscal policlies.

According to the economic classification, the
expenciture is dividec into three broed groups:
a) Final Outlays
b) Transfer payments to rest of the econcmy
c) Financial investments to the rest of the econsmy.
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accountability for any act of spending and may 8ls0
meet the needs of administrative convenience and
ensures control by the legislature. But this type
of present&tion does not throw light on the econo-
mic significance of the government's budgetary tra-
nsactions. Hence the statistical call of government
has been undertsking an econcmic classification of
the budgets, after they &rxe presented. An economic
clasaification of the budget would throw light on
the extent of capital formation out of the budgetary
trans ctions, amount of savings of the government
and the contribution 0of the government to the income
genexation etc, This would help one to assess the
Ampact of government operations on the economy for
the purpose of formulation of corxeét monetary and
fiscal policies.

According to the economic classification, the
expenciture is divided into three broad groupss
a) Final Outlays
b) Transfer payments to rest of the economy
c) Financial investments to the rest of the econemy.
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Final outlay consists of the bxosd catego-
ries like (a) government consumption expenditure (b)
gross capital formation, Gross capital fdrmation is
the gross value of the goods which are added to the
domestic capital of the state. It comprises expendi-
ture on the acquisition of £ixec assets as well as
the value of physical change in stocks. Hence the
final ocutlay is the direct expenditure of the state
government on goods and services for consumption as

well as capital formation,

Transfexr payments to the rest of the economy
comprises of (a) current transfers and (k) capital
transfers. Current transfers comprise of interest
payments, grants to local bodies, educational insti~-
tutions, co-operatives and others, subsidies, schclar-
ships and other current transfers to individuals which
are considered to augment perasonal incomes of the reci-
pients, Capital transfers comprise of grants given
to finance, the construction of bhuildings, purchase
of machinery and equipment and public works, such as
roads, irrigation works, water supply and sewerage

systens, compensation to land owners etc, These
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cepital transfers are intended to assist capital

formation in other sectors of the €Concay

The third category financisl investments to
the rest of the economy accounts for the net changes
in financial assets of the government and is con-
cerned with financial investments in shares on indue
strial anc commercial concerns and loans &nd advances

granted to the rest of the economy.
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XMR)e No.Als pistribution of Total Expendituze wnder
¢onsolicated Fund in Karnstaks

(At Curxent rrices) ,
{Rupees in Crores)

-
Total EX~-
rublic penditure
Debt undexr <on-

Revenue Caopital Compo- Loang & solidatec
Years Account Account nents Advances fund

(1) (2) (3) (4) (5) (6)
1557-5¢€ 33.22 1l€.B2 £,66 1.28 89.86
1958-59 60.25 17.24 5.15 5.86 86,39
1953-60 67.28 18,80 5.01 7.56 98,75

1960-61 80,14 29,96 4.97 3.87 126,01
19Gi-62 39,19 32,96 14,23 1 ] 145,59
1¢62-63 92,32 33,37 £.69 11,69 204,33
1963-64 98,72 34,09 78.00 11.89 223,86
1964-65 108,09 28,89 82,03 15,57 239,67
1965-06 135,51 33,56 102.52 25,18 286,77
1966-67 151,52 38.17 114,06 21.89 325,64
1967-68 157.62 38,49 109.23 32.11 339,37
196869 212,29 58.94 137.88 36,64 446,32
1965-70 213,74 58,77 163.8i 384,85 475,15
157071 251,60 53.29 158,21 17.64 481.80

1971=72 264,70 53,27 192.69 16,93 527.59
1972-73 326.75 ~19.43 257,07 114,71 679.14
1973-74 359,70 50,69 229.24 55,45 695,08
1974=75 364,92 58,92 149,20 42,54 615,59
1975=-76 428459 100,63 75.99 73,12 678,32

COntd. se s
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Oshls Contdean s

(1) (2) (3) (4) (5} (6)
1976-77 495,24 77.60 69,73 89,13 T41.70
1977-78 533.85 102,01 336,40 86.24 1058,50
197879 636.85 135,09 162,40 B6,38 1020.76
1979-80 738.6% 167.80 235,47 109,44 1251.,236
1980-81 ©094.91 171,68 496,95 133.17 1712,71
196182 1002,36 170,35 566,33 168,59 1909,.62
1282-83 1238.77 188.44 504,96 208,66 2140.83
1983-84 1416,55 236.44 800,71 185,96 2664,66
1984-85 1883,52 253,77 994,66 222,55 3379.50
Notes The individual items do not add up to the

totel expenditure as the total also consists
of items like *Interz-Stote Settlement!

etcC.

gources (8) Combined Finance and Revemie Accounts
for 1957-58 to 1979-80.

1584-85.

(b) Finance Accounta for 1980-81 to
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Ml Karnstaka gtate Domestic pProduct at

Factor Cost of Industry of Origin
- At Current Prices

(Rupees in Crores)

Years Primary Secondary Textlary Total
Sector Sector Sector

1960-61 423.66 104.86 163412 691,64
1961-62 467.15 121.56 175.74 764,45
1962-63 487.42 131.13 193.25 811,80
1963-64 567,23 152,98 221,16 941.37
1964-65 667.17 174.86 244,06 1086,09
1965-66 681,14 197,93 284,65 1163,72
1966-67 875.63 228,09 322,49 1426,21
1967-68 910.43 257,29 357.49 1525,21
1968-69 984,41 266,62 380,03 1631.06
196970 1020.12 324,37 418,67 1763,16
1970-71 1182,22 368,36 433.88 1984,46
1971-72 1177.86 411.99 476,26 2066,.11
1972-.73 1180,22 436,21 535,35 2151,78
1973-74 1857.35 484.07 660.58 3002.00
1974-75 2032,88 559.13 798,40  3390.41

Ccontd,.
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Zoble Mo, A2 GOntde,.
Years Primary Secondary Tertiarf Total
Sector sector sector
1975=-76 1702.63 647.78 n74,9%9 3225.,40
1976=77 1553,.33 727.56 290,72 3271.61
1977-78 1943.37 792.36 1044,22 3779,.95
1978=79 1923.41 894.93 1047,.84 3866, 18
1979-80 2180.84 928,08 1212.29 4321,.21
196081 (PR) 2234,61 1176.48 1407.04 4818,13
1981-82 (PR) 2691.36 1436,20 1667,37 5794.93
1982-83 (PR) 2536.54 1624,90 1825.42 5986 .86
1983-84 (Q) 2276.19 2169.,42 2300.14 7745.78
1984-85 (Q) 3336.60 2324.10 2702,96 8363,.66
Note: PR - Provisional Estimates
Q = Quizck Estimates
gources (a) Estimates of state Domestic Product~-19684

(b) Econowic Survey of Karnataka, 1986-87,
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2%ble N0, A3: composition of Publie Debt Disbwg~

sements in xarnotaka

~ At Current Prices

(Rupees in Croxres)

Years Market ways & Other Loans  Total
Loans Means Loans f£rom
Advances entre

195758  4.80 - - 1.86 6,66
1958-59 0,26 - - 2.21 3.07
1859-60 0,02 - 0457 4.45 5,04
1%6c-61 0,01 - 0.37 4.61 4.99
1961-62 5,95 1,05 0,50 6.78 14.28
1962.63 0,08 56.61 0.55 B8.45 65.69
1963-64 6,02 61,11 0.5 10.29 78.00
"1964-65 0,31 70.98 0,69 10.04 82.02
1965-66 0,18 79.47 0.82 22,05 102,52
1966-67 0.12 87.20 0.88 25.86 114,06
1967-68 3,55 84,10 0.98 20.60 109,23
1968-69 4,23 96,73 1,26 35,66 137.88
1969-70 7.84 108.89 1.61 45.48 163.82
1970-71 5,57 106.16 1.4 44.54 158,21
1971-72 5.47 125.46 1.88 59,89 192,70
1972-73 7.51 203.88 2.05 40.99 254.43

contGe e
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2%kle Moy A3: composition of public Debt Dishmg-

sements in Karnetaka

= At Current Prices

(Rupees in Crores)

Years Market ways & Gther Loans Total
Loans Means Loans fxom
Adveanccs Centre
1957.58 4.80 - - 1,86 6,66
1958.59 0.26 - - 2.81 3.07
1959-60 D02 - 0.57 4.45 5.04
1960-61 C.01 - 0.37 4.61 4.99
1961-62 S5.95 1.05 0.50 6.78 14,28
1962-63 0.08 56.61 0455 B.45 65.6Y
1963-64 6.02 61.11 0.58 10.29 78,00
© 1964-65 0.31 70.98 0.69 10.04 82.02
196566 0.18 79.47 0.82 22.05 102.52
1966-67 0.12 87.20 0.88 25.86 114.06
1967-68 3.55 84.10 .98 20,60 109.23
1968-69 4.23 96.73 1,26 35,66 137.88
1969-70 7.84 108.89 1.61 45.48 163,82
1970-71 5.57 106.16 1.94 44,54 158,21
1971-72 5.47 125.46 1.88 55,89 192,70
1972-73 7451 203.88 2.05 40,99 254.43

contd, .
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e NOg A3s Contdees

Years Market Ways & Other Loans. . ..y

Loans }Means Loans from
Advances Centre
1973-74 0.04 142,44 2,29 84,63 229.40
1974-75 6,21  100.72 2.44 39.83 149,20
1975-76 0.02 32,08 2.52 41.37 75.99
1976-77 6.99 31.00 2.72 29.02 69,73

1977-718 5.29 250,16 28,08 38.08 321,59

1978-79  4.09 100,89 2.99 54,41 162.40
1979-80 6,43 168,96 3,51 55,57 235.47
1500-81 6.39 409,75 4.7 76,01 496,94
1981-82 7,59 493,96 4,50 55.28 566,33
1982.83 9,77 401,73 4.42 89,05 504.97
1933-84 12,85 662,55 4,65 120.56 800,71
1584-85 40,58 759.08 4,72 190,28 994.66

sources (1) combined Finance and Revemue Accounts
for 1957-58 tc 1379-80,

(2) Finance Accounts of Karnateka for
1980-81 to 1984-8S,



{xiv)}

Table No,A4: Receipts of Karnataka State Government

- At Current Prices.

.Jupees in Crores)

Year Reverme Cepital Total Overall

ReCeipts Receipts Receipts Deficit
105758 58.15% 19,35 T7.49 =337
1958-59 668,89 29.09 97.98 11.59
1959460 73.74 22,22 95,96 -2e79
1960-61 81.80 25.18 106,98 -19,03
1961-62 84,30 47.23 131,53 -14,06
1962-63 91,82 100.49 192,31 -12.02
1963-64 102.09 118,01 220410 - w3476
196465 111.06 119.79 230.85 -8.82
1965-66 120,49 152,25 272,74 -14.03
1966-67 156,40 134.42 290,82 -34.82
1967-68 170.99 160.67 331.66 -7.61
1563=69 223,91 202,30 426,21 -20411
196970 234.72 206,61 441,33 -33.82
1970-71 248,57 218,29 464,86 ~16.94
1971-72 264.00 253,93 517.93 -9.,66
1972-73 316,84 312.8% 629,69 -49.45
1973.-74 368,24 175.3¢2 543.56 -151.52
1974-75 413.10 175.32 588.42 -27.17
1975-76 514.12 140.03 654.15 -24.17
1976-177 $59,11 154.07 713.18 -26.52
1977-78 598.48 423,22 1021.,70 -36.80
1978=79 688,56 291,01 979,57 -41.19
1979=80 819,29 348,58 1167.87 -83,49
1980-81 953.453 646,14 1559,59 -113.12
1781382 1166,64 689,97 1856.61 -53,01
1982--83 1280466 726.85 2007.51 -133,32
1983-84 1489.46 1045,46 2534.92 ~129.74
198485 1739.91 1403,54 3143.45 -236.05
sources (&) Combined Finance and Revenue Ag¢counts

for 1957-58 to 1979-80

(b) Finance Accounts for 1980-81 to 84-8S,



Table AS: Functional Categories of Expenciture Revenue + Capital Account in

Karnotaka - At Qurront Prices

(Rupees in Crores)

Year Genaxal  Social & Economic Grants Development Iotal
Services Commnity Services in-ald Expenditure Expenditure
Sexvices Revemis +
(3¢4) Capital (1¢4+5)
1 2 3 4 5 € 7

1957-58 17.37 13.94 38,46 0.14 52.40 69,91
1958-59 17.00 16.79 43.57 0.13 60,36 77.49
195960 19.42 17.49 49.05 0.12 66 .54 86.08
1960-61 22,54 20.68 64,48 2.40 85.16 110.10
1961-62 25.04 24,20 69,98 2.93 v4.18 122,15
1962-63 27.02 29,62 66,09 2496 85.71 125.69
1963-64 32,16 30.86 66.82 2,97 97.68 132.81
1964-65 34.51 33.76 65.60 3.11 99.36 136.98
1965~66 43.26 37.93 74.70 3.18 112,63 159,07
196667 58.71 46.48 80.86 3.64 127.34 189,69
1967-68 56,67 50.76 85.39 3.29 136.15 196.11
1968=-69 65.97 67.80 133.77 3.69 201,57 271.23
1969=T70 75.63 67.31 124,32 5025 191,63 272.51
1970-71 87.31 83.95 128,15 B8.48 212.10 304.89
1971-72 90.80 87.59 134.02 5456 221.61 317.97

COotitde e we

(ax)



Table A5 (contd.e.)

1 2 3 4 S 6 7
1972=-73 94,05 123,29 73.93 6.05 207.22 307.32
1973-74 117.72 140,45 145,96 0026 286.41 410,39
1974-75 106.68 139.64 170.42 7.10 310.06 423.84
1975=76 124,27 162.76 234,87 731 397,63 529.21
1976=77 135,94 190.66 23756 8.68 423,22 572.84
1977-78 151.98 208,07 267,13 8.69 475,20 635,87
197879 188,58 240.71 336,47 9,17 577.18 771.93
1979=80 192.14 279.68 400,87 33.76 680,55 906.45
1980=-81 264.02 329.13 439.19 34,54 768,32 1066,.88
1981-82 278.48 376.37 479,75 8,11 856,12 1172.71
1982-83 348,17 469.03 570.96 39,02 1039.99 1427.18
198384 416.50 506.14 684,05 46,54 1190.19 1653.23
1984-85 603.76 631.66 839.37 62450 1471.03 2137¢29
source: (a) Combined Finance and keverme Accounts for 1957-58 to 1979-80

(b)

Finance accounts for 1980-81 to 1984-85.

(rax)



ﬁcoounu .tn EM (At current Pr.tcea)
(Rupees in Crores)

redical & SOc:I.ai Relief on Miscella- ngi‘l
N security account of bneous social and
Years Edacation fx&lg Housing and Naturel social & C ity
elfare Calamities Conmunity services
Services
(1) (2) (3) (4) (S) {6) (7) (9)

1957=58 94,02 3.4 0431 D409 0.38 0.74 13,94

(64,70) (24.39) (2.22) (0.65) (2.73) (5.31) {(100400) T
195-59 10,01 4,12 0.81 0416 0440 1,29 16,79 E

(55,62) (24.59) (4.82) (0.95) (20 38) (7.68) (100.00) ~
195%-60 11.04 3.,98 De52 Deld 0.58 1,23 17.49

(63412) (22, 56) (297) (0,80) {(3.32) (7.03) {100400)
196061 12,74 5«04 0.7% Oe26 0.87 1.06 20,68

(61.60) (244,37) {3.43) (1e26) (4.23%) (5613} (100.00)
196162 15,16 5.87 073 0629 0,60 1,47 24,20

{G2673) (24, 26) {3.26) (1. 20) (2.48) (Ge07) (100600)
1962-63 17.12 9.43 0.85 Ue31 0e55 1.66 29,62

{57.80) (31.83) (1.86) {(1,05) {1.86) (5.60) (100,00)
1963-64 18,30 T.44 0657 1.45 055 2405 30.86

(60.,92) (24.11) (1.85) (4.70) (1.78) (6,64) (100.00)

contdde s e o



me 110,56 |$Conw,“)

(1) (Q ) (@) (5) (6) (7 (8)
1964-65 20,98 7.60 Oe5€ 1.85 0.58 2419 33.76
(62.16) (22.,51) (1.66) {5.48) (1.72) (6.49) (100.00)
1965-66 24,43 7.16 0e75 2427 0.66 2,66 37,93
(64,41) (18.87) (1,98) (5.98) (1.74) (7.02) (100,00)
1966-67 28,68 9,42 0466 2,38 2,67 2467 46.40
(61,70) (20.27) (1.42) (5.12) (5«74) (5.75) (100,00)
1967-68 31,92 11.36 0.50 2047 079 3.72 50.76
{62.83) (22.,39) {0.98) (4.87) (1.56) (7.33) (100,00}
1968-69 38,76 13,30 0469 2,08 9,72 2,45 67,80
(57.17) (19,61) (1,02) (4.25) (14.34) (3.61) (10G.00)
1969-70  41.25 14,82 077 4.76 2032 3.49 67,31
{61.29) (22,00) (1.14) (7.07) (3.45) (505) (100,00}
1970-71 53,75 17,12 1,05 4.02 .58 4.43 83.95
(64.0%) {20.39) (1.25) (4.79) (4.26) (5. 28) (10C.00)
1971=72 54,07 16,16 1.38 1,82 J.42 7.74 87.59
(61,73) (18,45) (1.58) (5¢50) (3.90) (8.84) (100.00)
1972-73 63,23 25.78 1.88 747 25.00 9,93 133.29
(47.44) (19.34) (1.41) (5.60) (16,76) (7.45) (100,00}

contdeses

(FTTAX)



Table Ho, A6 (Contd..e)

contdeeces

(1) (2 (3 (4) (5) (6) (7N (8)
1973=-74 69,26 26,79 1.48 9,72 24,08 9.12 140,45
(49.31) (19.07) (1.05) (6.92) (17.15) (6. 50; (100400)
1974-75 81,97 29,36 2056 11.70 2,18 11.87 139,64
(58470) (21.03) (1.83) (B4 239) (1.56) (8450) {100.00)
1975-76 92,89 37.17 2.76 13,11 2454 14,29 162,76
(57.07) (22.84) (1,70) (8,05} (1.56) (ad8) (100,00)
1976=77 105.10 39,58 3,97 17,88 2.83 21,30 190,66
(55.12) (20.76) (2.08) (9.38) (1.48) (11.17) (100,00)
1977-78 119,65 42,20 4,97 22439 2.58 16.25 208407
{57.50) (20.28) (2.39) (10,76) (1.24) (7.83) (100.00)
197879 133,73 49.14 6.83 30.30 0.82 17.89 240,73
(55.55) (20.42) (2.88) (12,59) (0e34) (8426) (100.00)
1979-80 147,18 55.11 759 42,94 1.22 25.64 279.68
(52.62) (19.71) (2.71) (15.35) (0.44) (9.17) (100,00)
1980-81 170.42 63,14 7.83 46,67 591 35.16 329.13
(51.78) (19.18) (2,38) (14,18) (1,80) (10.68) {100,00)

(xTx)



Teble Ho, A6 (mtd.-o)

(b) FPinance Accounts for 1980-.81 to 1984-85,

(1) (2 (3) (4) (S) {6) (7N (8)

1981-82 195,90 79.09 Bell 56,27 554 31.36 376,37
(524095) (21,02) (2.18) (14.95) (1.47) (E.33) (100.00)

1982-83 241,32 99.19 7.82 68,26 S«58 46,86 469.03
(51.45) (21.15) {1,67) (14,55) (1.19) (S.99) (100.00)

1983=-84 269,03 128,73 9,42 80,67 S5.91 12,38 506,14
(53.15) (25.43) (1,86) {15.94) {(1.17) (2.45) (100.,00)

1984=85 324,09 126,12 13,88 107.69 4,96 54,92 631,66
(51,31) (19.97) (220) (17.05) {078) {8.69) (100400)

lotes Figures in brackets incdicate percentage to total Social and Commnity

Sexvices Expenditure.
sources (a) Combined Finance and Revemie Accounts for 1957-58 to 1979-80.

(xx)



Zable lio, A7 s EXpenditute on Feonoalc services under Reveoue + Capital
Agocounty -~ At Current pPrices

(Rupees in Crores)

contdeasas

Yoars Agriculture Industxy Wabtar and Transport Total
and Allied and POwSE and Othexs* Economic
Sexrvices Minerals Development Commnication Services
(1) (2) (3) (4) (3) (6) (7
1957-58 702 15.88 10406 4,18 1.32 38,36
(18,25) (41.28) (26.16) (10.87) (3.43) (100.00)
1958-59 Be79 17,20 1C.67 4453 1.68 43,57 o
(20.17) (41.08) (24,49} (10.40) (3.86) (109,00) g
1959=60 9.59 17.99 12,82 6,09 1,56 49,05 ~
(19.55) (36.68) (28.17) (12.42) (3.18) (100.00)
19G0-61 11.64 20,76 18,55 11.93 1.60 €4,48
(18.05) (32.20) (28.77) {13.50) (2.48) (100.00)
1261-62 13.75 224,10 13,49 12,76 1.88 69,98
{19,.65) {31,58) (27.85) (18,23) (2,69) (100.00)
1962=63 16.60 13,92 20,77 12,73 2607 66,09
{(25.12) (21.06) {31.43) (19, 26) {3.13). (190.00)
196364 17.37 9437 24050 12,57 2.51 66,82
(26.74) {11.02) {36,67) (18,.81) {3.76) (100.00)



Table No. A7 3 (Contds..)

N

(1) (2) (3) (4) (3) . (6) (D
196465 13,48 Se 19 22,05 12.05 4023 65,60
(28.17) (13.40) (33.61) (18,37) (6.45) (200.,00)
1965-66 24,47 14,54 20.70 10.84 375 74.70
(32,76) (20,00} (27.71) (14.51) (5.02) (100,00)
1966=67 25.52 14.80 24,83 8.49 7e22 80.86
(32.,358) (18,30) (30.71) (1C«50) (8.93) (100,00}
1967-68 21.77 14,68 29,84 10.40 8.70 85.39
(25.49) (17.19) (34.95) (12,18) (10.18) (100.00)
1968-69 38,28 28,47 51,61 4.95 10,46 133.77
(28.062) (21.28) (38.58) (3+70) (7.82) (200400)
1969-7C 30,64 11,86 59,60 11,53 10,69 124,32
(24.65) (9.54) (47.9%) (9e27) (8.60) {100.00)
1970-71 34.04 17.74 49,97 14,16 12,24 128,15
(26,56) (13.85) (38,99) (11,05) (9.55) (100.,00)
1971-72 42,63 20,14 47.42 13,68 10.11 134,02
(31.84) (15,03) {25.38) (10.21) (7.54) (100,00)
1972-73 48.10 20,94 -22.09 16,22 10,76  73.93
(65.06) (28.32) (-29,88) (21.94) (14.56) {100.,00)

contleeee

(TTxx)



Table No, A7 (Contd...)

contd, e

(1) (2) (3) (4) (5) (6) (7)
1973-74 49,30 23,17 S0.93 14,68 7.88 145.96
(33,.78) (15.87) (34.89) (10,06) (5.40) (100,00)
1974-75 59.30 31.45 55.15 14,96 9456 170,42
(34.80) (18.45) (32.36) (8.78) (5.61) (100.00)
1975-76 70,72 34,19 882.88 22,89 18.19 234,87
(30.11) (14,.56) (37.84) (9.7%) (7.74) (100.00)
1976-77 88, 23 33.35 71.87 30,57 13,54 237.56
(37.14) (14.04) (30.25) (12,87) (5.70) (100,00)
1977-78 87.91 35.64 101,56 30,80 11.20 267,13
(32.81) {13,34) (32.,03) (11,53) {4.19) (100.00)
1978-79 117.54 42,32 131,59 29.48 15,54 336447
(34.93) (12,58) (39.11) (€.76) (4.62) (130,00)
197980 143,67 53.43 148,08 36.28 19,41 40087
(35.84) (13.33) {36,94) {(9.05) (4.84) {100,00)
1980-81 157.54 52.57 151.55 50,99 26.54 439.19
{35.87) (11.97) (34,51) (11,61} (6.04) (100,00)
198182 180,08 43,27 167,95 59.31 29.14 . 479,75

(FTTxx)



Table o, A7 (contd...)

1) (2) (3) (4 (5) (6) %)
1982-83  236.37 52.15 192.20 69.57 15.67 570.96
(41.40) (9.13) (33.84) (12,18) (3.45) (150.68)
1983-84 269,86 84.63 204.17 77.41 47,98 684,05
(39.45) (12.37) (29.85) (11.32) (7.01) (100.00)
1984-85 382,70 78.72 233,99 83,09 60.89 839.239
(45.59) (9.38) (27.88) (9.50) (7.25) (100.00)

Notey * Others include Expenditure on General pconomic tervices.
Figures in brackets indicate percentage to Total Econonric Sexrvices
Expenditure,

sources (a) Combined Finance ané Revere Accounts for 1957-58 o 1979-80
{b) Finance Accounts tor 1980-81 to 1984-85,

(ATxXx)



(xxv)

A8 e Ko, AB: Composition of Expenditure on Econonic
Sexvices in Karnstaka - Revenue Account
(st Curvent Pxices)

(Rupees in Crores)

Years, A9ricul- indus- ater &  Trans- ECONO~-
ture & try and Power port & mde
Ailliec ! inerals Deve- Commui- Ser~

lopment nicetion vices

(1) (2) (3) (4) {5) {6}

1957-58 G.62 14,04 1,19 2452 25450
{25, 96) (55,06) {4.67) (9.82)

1958.59 8420 15.77 1,07 2.82 28 .69
(26,59) (54.99) (3e73) (0,44)

1959-€0 9.74 16,39 2,07 3447 32.90
(29,60} (49,82) (6.29) (10,595)

1960=61 11,15 17.89 2423 5,88 3,27
(29.14) (46.75) (5.83) (15,36)

1961=62 12,30 18,76 2. 36 Te13 41,92
(29.523) (44.75) ( 5.68) (317.01)

1962-63 13,36 11.40 2,62 459 37.39
(35.,73) {30.49) (7.01) {22.97)

1963-64 13,22 9.36 4431 9.16 37.67
(35.09) (24.,83) (11,44) {24.32)

1964-65 14,08 10490 5063 8,99 40,99
(34.37) {26.59) (13.,74) (21.93)

1965-66 19,86 12.07 6,59 7.87 45,00
(41,38) (25.15) {13.73) (16,40)

1966-67 19,26 12,99 8.09 5.25 47,62
1967-68 22,33 12428 9,40 5.39 52,03
(42.92) (23.60) (38,22) (10,356)

1968-69 27.11 11.46 29,64 0,79 BU .07
(33.86) (13,31} (37.02) (3.48)

contd, e



(xxvi)

Table No, AB (Contdeses)

(1) (2) (3) (4) (5) (6)
1969-70 30,94 12,04 15,71 8,12 71.65
(43,.18) (16.80) (21,93) (11.33)

1970-71 31,76 14,02 18,94 10,00 81.24
(39,09) (17.26) (23.31) (12,.31)

1971-72 41,99 14,58 15,33 10,53 86.75
(48, 39) (16.81) (17.67) (12.14)

1972-73 47.10 15,78 18, 30 14,11 93,68
(47.73) (1:,29) (18.54¢) (14,30)

1973.74 47,32 ie,16 20,40 12,13 101,37
(46.68) (17,91) (20.12) {(11,27)

1974-75 4L ,57 27.86 22,81 11,98 315.66
(41,99) (24,09) (19.,72) (10.36)

1975-76 55,87 27,44 27.27 18,40 138,73
(42.43) (17.78) (19.66) (13.26)

1976-77 76,52 28,92 29,13 21,55 160,23
(47.24) (17.40) (17.52) {12,96)

1977-78 79.37 30,55 32,37 20.13 173,07
(45.66) (17,65) (19.28) (1i,63)

1978-79 100,25 34,60 40,79 22,82 210,24
(47.68) (16.46) (19.,40) (10.85)

197580 117,04 39,74 16,12 26,04 241,74
(46,42) (1¢,4¢) {19,08) (20.77)

1980-81 140,94 39.81 53.81 31.89 281,64
(50,04) (14,44) (1v.1}1) (11,32)

1981-82 166,45 30,72 62,33 41,75 319,25
(52.,14) (9,62) (19.52) (13.08)

Contdesee



(xxvii)

Table No., AZ (contd...)

(1) (2) (3) (4) (5) (6)
1902-83 225,94 37,68 7759 42,19 403.46
(56,00) (9.34) (19,23) (1046)

1983-84 260.27 47.00 79459 45.44 463.47

(56, 106) (10.14) (17.17) (9.80)

1984-85 359,85 62,83 53.91 46.86 607,09
(55.27) (1i0.35) (15.47) (7.72)

Notes (a) The Figures under the four items do not
8dd up to the total as the total consists
of other categories aiso.

(b) Figurcs in brackets indicste percentage
to the total Bconownic Services kExpenditurc.

gource; (a) Combined Revermie and Finance Accounts for
1957-58 €0 197930,

(b) Finance Accounts {or 198J-31 to 1982-E5,



(xxviii)

deble Bo,9: Composition of Expenditure on E conomic
Scrvices in Karnataks - Capitsal Account

- At Current Prices

(Kupees in Crores;

Agrxicul- Industry later & Trans-— Leo-
Yeare ture & ané rower port & nomic
Allied tiinezrals Develop-~ Commtl- ser--
ment nication vices
(1) (2) (3) (4) (S) (6)
195758 0,40 1,84 S.87 1,66 12,96
(3.09) (14.20) (68.44) (12.81)
1958-59 0«59 2,13 9,60 2011 14,89
(3.96) (14,31) (64.47) (64.17)

1959-60 - 0.15 1.60 11.75 2062 16,15
1960-61 0.49 2,07 16,32 6.05 26,21
(1,87) (16,95) (62,27) (23,08}

1961-82 1,37 Je34 17.11 5463 28,06
(4.88) (11.,90) (60.98) (20,06)

1962-63 3,24 2052 18.15 {.14 28,70
(11.29) (8.78) (63.24) (14.,43)

196364 4465 0.01 15,34 3.41 29,15
(15,95) (0.,05) (69.26) (11,70)

(17.,084) (=8657) (66.,72) (12,43)

1965-66 d.61 2.87 14,11 2497 26,70
(17.27) (10,75} (52.85) (11,12)

196667 64206 1.81 16,74 3.24 33.24
(18.83) (5.45) (50,36) (9.75)

1967-68 - 0,56 2,40 20036 5.01 33,36
(-1,68) (7.19) (61.03) (15,02)

CoNtdesse



(xxix)

Table No, A9 (mﬂm...)

(5)

(1) (2) (3 (4) (6)
1968-69 11,17 17,01 21,97 -~ 1.84 53,70
(20,.80) (31,68) (40.91) (~4.43)

1969-70 -~ 0,30 - 0,18 43,89 3,42 52.67
(=0.57) (~0.34) (83,33} (6.47)

1970-71 2,28 3,72 31,03 4e 16 45,91
(4.86) (7.93) (66,15) (8.87)

1971.72 0469 556 32,09 3.15 47.27
(1,46) (11,76) (67.89) (6.66)

1972-73 1,00 5,16 «43.09 2.11 -234,79
(-4,04) (-20.85) (174,10) (-8.53)

1973-74 1,98 501 30.53 2,55 44,59
(8.44) {11,24) (68.47) (5.72)

1974-75 10,73 3.59 32.34 Ze 36 54.76
(19.59) (6.56) (59,06) (5.44)

1975-76 11,85 6,75 61.61 4,49 96,14
(12,34) (7.02) (64.08) (4.,67)
1976=-77 9,71 4,43 42,74 0,02 71.33
(13.61) (6.21) (59,92) (12,65)

1977-78 8,54 5409 68,21 10,67 94,06
(9.08) (5.41) (72,52) (12,34)

1978-79 17,29 7.72 90,.80 666 126,23
(13.70) (6.12) (71,93) (5. 28)

1979-80 26,63 13,69 101.96 10,24 159,13
(16.73) (8.60) (64,07 (6.43)

contdees



Tahle No. A9 {(contdses)

(xxx)

(1) {2) (3) (4) (5) (6)
1980-81 16.60 12.76 97.74 19,10 157.55
(10,54) (8.10) (62.04) (12,12)

1981-82 13,63 12,55 105.62 17.56 160,50
(6.49) (1.18) (65.80) (10.94)

1982-.83 10,43 14,47 115,61 27,38 167,50
(6.23) (1,15) (69,02 (16, 35)

1983-84 2,59 37.63 124,58 31,97 220,58
(4,35) (0.83) (56.48) (14.49)

1968-85 22,85 15.89 140.08 36.23 231,30
(9,88) (0.82) {6 .56) (15.66)

Notes (a) The items do not add up to the total

expenditure as the total consists of
other catagories also,

(b) FPigures in brackets indicate percentages
to the total Economic Sexrvices expendi-
ture,

Jguiee (&) Combined Filnance nd Revenue Accounts
for 1957-58 to 1979-80.

{b) Finance Accounts for 1980-81 to 1984-85,



