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1. Introduction
a .  Need fo r  P u b lic  Expenditure A n a ly s is :  A d o p tio n  o f  a 

planned progranme to  achieve a cc e le ra ted  econcmic growth in  Ind ia  
has  envisaged governmental r o l e  in  economic a c t i v i t y  n o t  merely a s  
a  c a t a l y s t  b u t  a ls o  a s  a d i r e c t  p a r t i c i p a n t .  In f a c t ,  public 
e x p e n d i t u r e  p o l i c y  i n  I n d ia  h a s  been  em ployed a s  a  m ajo r  
i n s t r u m e n t  to  enhance  c a p i t a l  f o rm a t io n .  However, in  r e c e n t  
y e a r s ,  the  emergence o f  inc reas ing  trend  i n  p ub lic  d is s a v in g s  has 
n e c e s s i t a t e d  l a r g e r  drawals o f  savings from th e  household s e c to r  
even for  p ub lic  consumption purposes. In  th e  even t ,  no t  merely 
t h a t  th e  p u b l i c  s e c t o r  c a p i t a l  f o rm a t io n  had to  be e n t i r e l y  
f in a n c e d  from d ra w a ls  on househ o ld  s a v i n g s  b u t  even  th e  
requ irem en ts  o f  c a p i t a l  formation could be f u l f i l l e d  only a f t e r  
th e  pub lic  consumption needs were met.

The in c rea s in g  t rend  in  public  d is s a v in g s  i t s e l f  is  an 
outcome o f  the outpacing o f  the r a t e  o f  growth o f  pub lic  c u r r e n t  
ex pend itu re  over t h a t  o f  revenue r e c e ip t s .  What i s  im portan t, 
su ch  a  g ro w th  o f  c u r r e n t  e x p e n d i tu r e  th r o u g h  i n t e r e s t  and 
i n f l a t i o n  dynamics can be s e l f - p ro p e l l in g  and t h i s  can  se v e re ly  
c o n s t r a in  governmental spending in  c a p i t a l  form ation and thereby  
a d v e rse ly  a f f e c t  economic growth. I t  i s ,  t h e r e f o r e ,  im portan t to  
u n d e r s t a n d  th e  c h a n g in g  s t r u c t u r e  and p a t t e r n  o f  governm ent 
ex p en d itu re  and i t s  p o ss ib le  e f f e c t s  on t h e  growth p rocess  in  th e  
Ind ian  economy.



b . O bjective o f  the Study: Considering the  importance o f
S ta te  a ccu n u la t io n  in th e  growth process  o f  the  Indian economy, 
the  emergence o f  s e r io u s  f i s c a l  imbalance problem in recen t  y ea rs  
c a l l s  fo r  a s y s t e m a t i c  a n a l y s i s  o f  th e  t r e n d s  in  governm ent 
expend itu re . However, th e  sources  o f  expend itu re  growth having 
im p lica t io n s  on th e  economic growth can be i d e n t i f i e d  only on th e  
b a s i s  o f  a s y s t e m a t i c  a n a l y s i s  o f  governm ent e x p e n d i tu r e  
c l a s s i f i e d  i n t o  economic and fu n c t io n a l  c a t e g o r ie s .  The p re se n t  
s tudy  makes such an a ttem p t to  an a ly se  th e  t re n d s  in government 
e x p e n d i tu r e  I t s  g row th  and ch an g es  in  c o m p o s i t io n  s in c e  t h e  
1970s. S p e c i f i c a l l y ,  t h e  s tu d y  a t t e m p t s  t o  u n d e r ta k e  t h e  
follow ing .

( i) a n a ly se  th e  t r e n d s  in  government expend itu re  in  In d ia  in  
t e r n s  o f  econom ic and f u n c t i o n a l  c a t e g o r i e s  b o th  in  
nominal term s and a f t e r  making ad justm ents  for p r ic e  
i n c r e a s e s .  This  would h e lp  us i d e n t i f y  c a te g o r ie s  o f  
e x p e n d i t u r e  w hich  have  r e g i s t e r e d  v e ry  h ig h  g ro w th  
r a t e s .

( i i )  examine whether th e re  has  been an a c c e le ra t io n  in  th e  
g ro w th  o f  governm ent e x p e n d i t u r e  in  th e  e i g h t i e s  a s  
com pared  t o  t h e  s e v e n t i e s ,  and i f  s o ,  i d e n t i f y  t h e  
c a t e g o r i e s  o f  expend itu re  c o n t r ib u t in g  to  such a t re n d .

( i i i )  a n a ly se  th e  expend itu re  growth a t  the  Centre and th e  
S t a t e  s e p a r a t e d  to w ard s  i n f e r r i n g  t r e n d s  in  
c e n t r a l i s a t i o n  i n  m a jo r  f u n c t i o n a l  c a t e g o r i e s  o f  
e x p e n d i tu re .

S e c t i o n  I I  a n a l y s e s  t h e  c o n c e p t u a l  and m easurem ent 
i s s u e s  r e l e v a n t  to  t h e  s tu d y .  The a n a l y s i s  o f  t r e n d s  i n  
government e x p e n d i tu re  by economic and fu n c t io n a l  c a te g o r ie s  o f  
C e n t r a l  and S t a t e  g o v e rn m en ts  a r e  p r e s e n t e d  in  S e c t io n  I I I .  
S e c t io n  V s u x u x i s e s  th e  main f in d in g s  o f  th e  s tudy .
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2 . Expenditure C la ssifica tio n  and Other Measureoent Issues

Given th e  developmental ro le  o f  th e  S t a t e ,  th e  economic 
a n a ly s is  o f  the  “ov e rm en t s ec to r  should encompass a l l  a c t i v i t i e s  
o f  the  goverrmentf e x e rc is in g  comand over the  resou rces  in the  
econany. This would inc lude , besides the  o p e ra t io n  o f  the e n t i r e  
p u b l ic  s e c t o r ,  t h e  r e g u l a t o r y  mechanism d i r e c t i n g  r e s o u r c e  
a l lo c a t io n  in to  the  p r iv a te  s e c to r  too . Our s tu d y , however, has a 
much narrower focus; i t  i s  confined to  the  a n a ly s i s  o f  only the  
public  expenditure  incurred  by the  Central and S ta t e  governments.

In the  a n a ly s i s  o f  public  expend itu re , two important 
i s su e s  a re  faced: ( i )  ob ta in ing  public expend itu re  d a ta  p roperly  
c l a s s i f i e d  in  terras o f  economic and fun c t io n a l  c a te g o r ie s ;  ( i i )  
t h e  c o n s t r u c t i o n  o f  a  s u i t a b l e  p r i c e  d e f l a t o r  to  m easure  th e  
growth o f  government expenditure  in r e a l  te rm s. Let us b r i e f l y  
d isc u ss  these  i s su e s  in  tu rn .

a. C la ssifica tio n  o f  Public Expenditure: For a  meaningful
a n a ly s i s  o f  g o v erm e n t  t r a n sa c t io n s ,  proper c l a s s i f i c a t i o n  o f  
public  expenditu re  i s  necessa ry . There i s  no unique system o f  
c l a s s i f y in g  th e  info rm ation  on government t r a n s a c t io n  which would 
b rin g  ou t  a l l  economic im p lica t ions  o f  g o v e rm e n t  expenditure  
growth. However, the  a n a ly s i s  in  terms o f  econaa ic -cu n - fu n c tio n a l  
c l a s s i f i c a t i o n  suggested  in  the  U.M. Manual (1953) provides very  
u se fu l  i n s ig h t s  in to  th e  economic im p lica t ions  o f  th e  growth o f  
public  ex pend itu re . F i r s t ,  i t  ensures co m p a ra b il i ty  o f  d a ta  over 
t im e  and a c r o s s  d i f f e r e n t  S t a t e s .  Second, i t  p r e s e n t s  more 
r e a l i s t i c  p ic tu re  o f  government t r a n sa c t io n s ,  by e l im in a t in g  ( i )  
v a r io u s  in tra -governm en ta l  ( in te r -d e p a r tm en ta l)  t r a n s f e r s ,  ( i i )  
t r a n s f e r s  to  v a r io u s  funds and by a d ju s t in g  th e  accounts to  show 
n e t  r e c e ip t s  o f  commercial departments in s tead  o f  showing them on 
a  g ro ss  b a s i s .  The l a s t  and the  most im portant is  the  f a c t  t h a t  
the  c l a s s i f i c a t i o n  p resen ted  in  th e  budgets a r e  designed to  serve
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t h e  p u rp o se  o f  b u d g e ta r y  c o n t r o l  and n o t  m eant fo r  econom ic 
a n a ly s i s  o f  government t r a n s a c t i o n s .  The ' r e v e n u e '  and ' c a p i t a l '  
c l a s s i f i c a t i o n  in  th e  b u d g e ts  r e p r e s e n t  m one ta ry  c e i l i n g  o f  
expend itu re  ar.d only approximate th e  ' c u r r e n t ’ and ' c a p i t a l '  items 
r e s p e c t iv e ly .  S im i la r ly ,  in s p i t e  o f  e f f o r t s  to  p resen t budgetary  
d a ta  b r o a d ly  on f u n c t i o n a l  l i n e s ,  th e y  c a n n o t  be tak e n  a s  
fu n c t io n a l  e x p en d i tu re  c a t e g o r ie s .

U n fo r tu n a te ly ,  economic and fu n c t io n a l  c l a s s i f i c a t i o n  o f  
e x p e n d i tu r e  i s  no t  r e a d i l y  a v a i l a b l e  in  th e  p u b l i s h e d  form . 
Tne M in is try  o f  Finance has  been p u b l ish in g  such d a ta ,  b u t ,  on ly  
fo r  th e  C e n t r a l  governm ent e x p e n d i t u r e .  Some o f  th e  S t a t e  
governments to o  have been undertak ing  such a  c l a s s i f i c a t i o n  fron  
t i n e  to  t im e , b u t  a c o n s i s te n t  s e t  o f  comparable d a ta  for a l l  t h e  
S ta t e s  i s  n o t  a v a i l a b le .  However, fo r  th e  purpose o f  N ational 
Accounts, t h e  C en tra l  S t a t i s t i c a l  O rg an isa t io n  (CSO) has been 
c l a s s i f y i n g  e x p en d i tu re  o f  the Centre  and the  S t a t e s  in to  economic 
and fu n c t io n a l  c a t e g o r ie s .  This in fo rm a t io n ,  however, i s  n o t  
a v a i l a b le  in t h e  published  fora bu t  th e  CSO has  been kind enough 
to  a llow  us t o  u se  t h e i r  unpublished d a t a .

The e x p e n d i t u r e  d a t a  c l a s s i f i e d  by th e  CSO a r e  
a v a i la b le  fo r  t h e  period  from 1971-72 to  1985-86. However, for 
two y ea rs  (1972-73 and 1973-74), a s  th e  d a ta  fo r  the  S ta te s  a re  
no t  a v a i l a b l e ,  th e y  had to  be d e r i v e d  by d e d u c t in g  t h e  
e x p e n d i t u r e s  o f  C e n t r a l  Government from t o t a l  e x p e n d i tu r e  
a v a i la b le  in  t h e  N a tional Accounts S t a t i s t i c s .  S im i la r ly ,  the  
ex p en d itu re  f o r  th e  C en tra l  Government in  1977-73 was d e r iv ed  by 
deducting  S t a t e s 1 exp en d i tu res  from t h e  t o t a l  ex p en d itu re .

b. E stim ation  o f  an Appropriate P rice D efla tor . Another 
im p o r ta n t  p ro b lem  e n c o u n te re d  in  t h e  a n a l y s i s  o f  p u b l i c  
e x p en d i tu re  i s  th e  c o n s t ru c t io n  o f  a s u i t a b l e  p r ic e  d e f l a t o r  to  
c o n v e r t  n o m in a l  e x p e n d i tu r e s  i n t o  r e a l  t e r m s .  Ho c o u n t r y
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p u b lish e s  a d e f l a t o r  for t o t a l  g o v e r m e n t  spending and the  common 
p r a c t i c e  o f  employing GNP d e f l a to r  or the  wholesale  p r ic e  index to 
d e f l a t e  -o v e r n n e n t  e x p e n d i tu r e  co u ld  lead  to  m is le a d in g  
i n f e r e n c e s 1. T h e r e f o r e ,  in o rd e r  to  a n a ly s e  th e  growth o f  
g o v e rm e n t  expend itu re  in r e a l  te rn s ,  c o n s t ru c t io n  o f  a su i ta b le  
p r ic e  index becomes n ecessa ry .

The c h o ic e  o f  th e  d e f l a t o r ,  how ever , d ep en d s  on th e  
purpose o f  a n a ly s i s .  As our o b je c t iv e  i s  to  examine th e  growth o f  
v a r io u s  ccnponents o f  go v erm en t  expenditure in  r e a l  t e rn s ,  we 
have  t r i e d  to  d e f l a t e  each  o f  the  com ponents w ith  a s u i t a b l e  
d e f l a t o r .  For t h i s ,  i d e a l ly ,  i t  i s  necessary  to  have information 
on th e  c o m p o s i t io n  o f  d i f f e r e n t  com m od itie s  in  government 
p u r c h a s e s ,  d e t a i l s  o f  w a jes  and s a l a r i e s  and t r a n s f e r s  to  
d i f f e r e n t  p ro d u c e rs  and consum ers . As d a t a  on governm ent 
p u r c h a s e s  in  th e  r e q u i r e d  d e t a i l  a r e  n o t  a v a i l a b l e ,  a c c u r a t e  
measurement o f  th e  d e f l a t o r  becomes a  d i f f i c u l t  t a s k .

We have, however, made use o f  the  a v a i la b le  information 
in  th e  b e s t  p o s s ib le  manner to  est im a te  an approximate d e f l a to r .  
Although t h i s  f a l l s  s h o r t  o f  the  id ea l ,  i t  c e r t a i n l y  rep resen ts  
t h e  most a p p ro x im a te  d e f l a t o r  t h a t  can be e s t im a te d  with th e  
a v a i l a b l e  i n f o r m a t io n .  Me h ave  used  t h e  CSO's d e f l a t o r s  o f  
governm ent commodity p u rc h a s e s  and o f  wages and s a l a r i e s  
s e p a r a te ly  computed fo r  th e  Centre and th e  S t a t e s  to  d e f la te  
th e s e  components o f  c u r r e n t  expenditure  o f  th e  r e s p e c t iv e  le v e l  o f  
governments. C urren t t r a n s f e r s  including s u b s id ie s  a re  d e f la ted  
by u s in g  th e  CSO's i m p l i c i t  p r i v a t e  co n su m p tio n  d e f l a t o r .  
S im i la r ly ,  t r a n s f e r s  to  lo c a l  bodies a re  d e f l a t e d  by using the 
i m p l i c i t  d e f l a to r  fo r  consumption expenditure  o f  t h e  lo c a l  bodies. 
Each item o f  c a p i t a l  o u t la y  and t r a n s f e r s  a re  a d ju s te d  by using 
th e  d e f l a t o r s  on th e  most r e le v a n t  items o f  c a p i t a l  formation and 
in  th e  case o f  c a t e g o r ie s  where such in d ic e s  a re  not a v a i la b le ,  
t h e  r e l e v a n t  w h o le s a le  p r i c e  in d i c e s  have been  a p p l i e d .  The
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v a r io u s  d e f l a t o r s  used  to  c o n v e r t  d i f f e r e n t  c a t e g o r i e s  o f  
expenditures  a t  c u r r e n t  p r ic e s  in to  c o n s ta n t  ( 1971- 72) p rices  a re  
l i s t e d  in  d e t a i l  in  Annexure I .

I t  can be seen from Annexure I t h a t  while the choice o f  
d e f l a to r s  used fo r  most o f  the  items p e r t a in  d i r e c t l y  to the  item 
in quest ion , some e x p la n a t io n  i s ,  however needed in  our choice o f  
d e f l a to r  for  s u b s id ie s ;  c u r r e n t  t r a n s f e r s  to  o th e rs ;  f in a n c ia l  
ou tlay ;  and lo a n s .  In the  case  o f  s u b s id ie s  which a re  in the  
na tu re  o f  d i r e c t  t r a n s f e r s ,  we chose CSO's p r iv a te  consumption 
d e f l a t o r  a s  I t  i s  the  b e s t  In d ic a to r  o f  c o s t  o f  l iv in g .  Current 
t r a n s f e r s  to  o t h e r s  c o n s i s t  o f  g r a n t s - i n - a i d  to  government aided 
i n s t i t u t i o n s  m a in ly  in  th e  fora  o f  s a l a r y  payments hence the  
a p p ro p r ia te  d e f l a t o r  should be the  consuaer  p r i c e  index o f  urban 
non-manual employees. F in a n c ia l  o u t la y  and loans  a re  given mainly 
to  finance inves tm en ts  o f  public  s e c to r  u n i t s  -  th e re fo re  public  
s e c t o r  c a p i t a l  f o r m a t io n  d e f l a t o r  was used  t o  d e f l a t e  th e s e  
exp en d itu res .

3* Expenditure Trends by Econcnic and Functional C lassification

a .  Economic c a t e g o r i e s . The u s e fu l  s t a r t i n g  point for the  
examination o f  emerging t re n d s  in  pub lic  e x pend itu re  is to  analyse 
t h e i r  grow th  and c o m p o s i t io n .  The g row th  r a t e s  o f  p u b l i c  
expend itu re  c l a s s i f i e d  in to  economic c a t e g o r ie s  estim ated on the  
b a s is  o f  sem i-log  trend  eq ua tions  sunnarised  in  Table 1 bring out 
some n o t ic e a b le  f e a tu r e s .  F i r s t  pub lic  e x pend itu re  in India has 
grown a t  a  very  h ig h  r a t e  o f  over 14 per c e n t  in  cu rren t  p r ices  
and a t  about 5 p e r  c en t  in  c o n s tan t  ( 1971-72) p r i c e s .  The growth 
has  been f a s t e r  th a n  t h a t  o f  GDP r e s u l t i n g  in  th e  increase  in  the  
expend iture-GDP r a t i o  from about 23 p e r  cen t  in  1971-72 to  about 
25 per c e n t  in  1985-86. T h is ,  o f  c o u rs e ,  i s  c o n s i s te n t  with th e  
Wagner's law o f  in c re a s in g  S ta te  a c t i v i t y ^ .  What i s ,  however 
more im p o r ta n t  i s  th e  second im p o r ta n t  f e a t u r e ,  namely, th e
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growth o f  c u r r e n t  expenditu re  during  th i s  period  be ing  much f a s t e r  
than  t h a t  o f  c a p i t a l  expend itu re . Current ex p en d i tu re  increased  
a t  an annual r a t e  o f  15.8 per cen t  in nominal and almost 7 per  
c e n t  in  r e a l  terras and as a p roportion  o f  GDP, i t  inc reased  from 
about 12 per c e n t  in  1971-72 to  about 17 to  18 pe r  c en t  in both 
c u r r e n t  and c o n s ta n t  p r ic e s  in 1985-86. In c o n t r a s t ,  th e  growth 
o f  c a p i t a l  ex pend itu re  in co n s tan t  p r ic e s  was only  1.6 per c e n t  
and c a p i t a l  e x p e n d i tu r e  as a r a t i o  o f  GDP showed s u b s t a n t i a l  
d e c l i n e  a t  b o th  c u r r e n t  and c o n s t a n t  p r i c e s .  As i n c r e a s i n g  
p ro p o r t io n  o f  expend itu re  was financed by i n d i r e c t  ta x e s  and, even 
more, through budgetary  d e f i c i t s  during t h i s  pe riod  the  f a s t e r  
i n c r e a s e  in c u r r e n t  e x p e n d i tu r e  le n d s  some e v id e n c e  to  t h e  
h y p o th es is  t h a t  th e  s o f t  budget c o n s t r a in t  te n d s  to  a c c e le r a t e  
non-developniental spending (Kornai, 1986).

Of the  v a r io u s  expend itu res , the  f a s t e s t  growth was in  
s u b s id ie s  (22 .6  per c e n t  in  c u r re n t  p r ic e s  and 13-9 per c e n t  in  
c o n s ta n t  p r ic e s )  and o th e r  c u r r e n t  t r a n s f e r s  (17 -2  per cen t  in  
c u r r e n t  p r i c e s  and 8 .3  per c e n t  in  c o n s t a n t  p r i c e s ) .  The 
consumption ex pend itu re  in fchich s a la ry  payment predominates has  
a l s o  been in c re a s in g  a t  a r a t e  much f a s te r  than  GDP re s u l t in g  in  
t h e  i n c r e a s e  in  expend itu re-G D P  r a t i o  by a b o u t  3 p e rc e n ta g e  
p o in t s .

b . Functional Categories. Table 2 p re s e n ts  th e  growth r a t e s  
o f  d i f f e r e n t  f u n c t i o n a l  c a t e g o r i e s  o f  e x p e n d i t u r e  and t h e i r  
p ro p o r t io n  to  GDP. I t  i s  seen t h a t  expend itu re  on s o c i a l  s e rv ic e s  
recorded  the  h ig h e s t  growth a t  an average annual r a t e  o f  16.7 per 
c e n t  in  c u r r e n t  p r ic e s  and a t  7 .7  per c e n t  in  c o n s ta n t  p r i c e s .  
Each o f  th e  i tem s under s o c i a l  s e rv ic e s ,  v i z . ,  e d u ca t io n ,  h e a l th ,  
s o c i a l  w e lfa re  and housing and cannunity  s e r v ic e s  experienced 
ra p id  growth r a t e s  during  th e  period .
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N o ta b ly ,  a l t h o u g h  e x p e n d i t u r e s  on t o t a l  economic 
s e rv ic e s  grew f a s t e r  than  GDP, c a p i t a l  ex p en d itu re  under economic 
se rv ic e s  a t  c o n s ta n t  p r i c e s  grew a t  only 1.1 per cen t  and, as  a 
proportion  o f  GDP, d e c l in e d  by over th re e  percen tage  po in ts  (from 
8.6  per cen t  in 1971-72 to  5 .2  per c en t  in 1985-86). In f a c t ,  
c a p i t a l  ex p en d itu res  in  a l l  sub- s e c to r s  under econanic se rv ic e s  
except energy, gas  and water su p p ly ’ and 'm in in g ,  manufacturing 
and construc tion*  experienced  n e g a t iv e  growth r a t e s  in  r e a l  term s. 
Tne growth o f  c a p i t a l  expenditu re  in  a g r i c u l t u r a l  and a l l i e d  
a c t i v i t i e s  a t  c o n s ta n t  p r i c e s  was n eg a t iv e  and th e  lowest a t  -7 .2
per c en t .  I t  i s  a ls o  worth n o ting  th a t  th e  growth o f  c a p i t a l
spend ing  even on b a s i c  i n f r a s t r u c t u r e s  l i k e  ' t r a n s p o r t  and 
ccrnnunieation’ was n e g a t iv e .  Thus i t  i s  n o t  a mere coincidence 
t h a t  over th e  y e a rs  th e  c o n s t r a in t  posed by th e  i n f r a s t r u c tu r a l  
s e c to rs  such a s  ra i lw a y s  has beeccne severe .

Tab les  3 and 4 r e s p e c t iv e ly  p resen t th e  growth r a t e s  o f  
economic and th e  fu n c t io n a l  c a t e g o r ie s  o f  expend itu re  both in 
c u r r e n t  and c o n s ta n t  p r i c e s  during th e  two su b -p e r io d s ,  1971-72 to  
1979-80, and 1980-86 to  1985-86^. Tne a n a ly s i s  o f  expenditure  
growth during th e  two su b -p e rio d s  h e lp s  us to  draw some important 
i n f e r e n c e s .  F i r s t  e x p e n d i tu r e  g row th  d u r in g  th e  e i g h t i e s  
a c c e le ra te d  s i g n i f i c a n t l y  over t h a t  o f  the  s e v e n t i e s .  In f a c t ,  a t  
co n s tan t  p r i c e s  th e  annual growth r a t e  during  the  e ig h t i e s  was 
over 9 per c e n t  a s  compared to  2 .3  per c e n t  observed during the 
s e v e n t ie s .  Second the  a c c e le r a t io n  in  th e  growth o f  c a p i t a l
expend itu re  was more than  t h a t  o f  c u r r e n t  e x p en d i tu re .  This i s
p e rh ap s  t h e  r e s u l t  o f  th e  c o n c e r t e d  e f f o r t  a t  overcom ing 
c o n s t r a in t  posed by th e  i n f r a s t r u c t u r a l  s e c t o r s .  Third , o f  the  
fu n c t io n a l  c a t e g o r i e s  th e  h ig h e s t  a c c e le r a t io n  was seen in  the 
g e n e ra l  a d m in i s t r a t iv e  s e r v ic e s ,  th e  annual average  r a t e  o f  growth 
i n  c o n s t a n t  p r i c e s  i n c r e a s i n g  from 0 .6  p e r  c e n t  d u r in g  th e  
se v e n t ie s  to  ove r  9 per c e n t  during  th e  e i g h t i e s .  This was due to  
v e ry  h ig h  a c c e l e r a t i o n  o f  th e  d e fe n c e  o u t l a y  a s  w e l l  a s
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expend itu re  on g e n e ra l  a d m in is tra t io n .  There lias a lso  been an 
a c c e le r a t io n  in  th e  growth r a t e  o f  ou tlay  on economic se rv ice s  
from around 2 per c e n t  to  over 8 per cen t  a t  c o n s tan t  p r ic e s .  
Within t h i s  c a te g o ry ,  on ly  the  ou tlay  on energy s e c to r  has shown a 
d e c e le r a t io n  during  the  e i g h t i e s ,  n ev er th e le s s ,  increase  in the 
expend itu re  on t r a n s p o r t  and communication in  r e a l  terms a t  about 
3 p e r  c e n t  was much lo w e r  th a n  th e  grow th  o f  GDP. While th e  
o u t la y  on s o c i a l  s e r v ic e s  a c c e le ra te d ,  a l b e i t  m odera te ly , much o f  
i t  was due to  a p p re c ia b le  growth in the ou tlay  on s o c ia l  welfare 
during  th e  e i g h t i e s .  Growth o f  spending on th e  h e a l th  sec to r* ' remained more or l e s s  the  same during the two su b -p e r io d s .

d .  E x p e n d i tu r e  G row th  b y  L e v e ls  o f  G o v e r m e n t .  Another 
dimension o f  the  growth o f  expenditure  t h a t  needs to  be analysed 
i s  by t h e  l e v e l s  o f  g o v e rn m en t.  T ab les  5 and 6 , p r e s e n t  th e  
g row th  o f  econom ic and f u n c t io n a l  c a t e g o r i e s  o f  governm ent 
e x p en d itu re  a t  c u r r e n t  and cons tan t  p r ic e s  s e p a r a te ly  a t  C entra l 
and t h e  S t a t e  l e v e l s .  The a n a l y s i s  h e l p s  u s  to  draw some 
im portan t in f e re n c e s .  F i r s t ,  expenditure a t  t h e  S ta te  le v e l  grew 
much f a s t e r  than  a t  th e  Centre during th a t  p e r io d .  However i f  
t h e  more r e c e n t  period  o f  the  e ig h t ie s  only i s  considered , the 
growth o f  e x p en d i tu re  a t  the  Centre was s u b s t a n t i a l l y  h ig h e r .  At 
th e  S t a t e  l e v e l ,  e x p en d i tu re  grew s te a d i ly  a t  around 7 to 8 per 
c e n t  i n  r e a l  te rm s  ( a ro u n d  17 pe r  c e n t  in  c u r r e n t  p r i c e s )  
throughout th e  p e r io d . However, the r a t e  o f  growth a t  the  Centre 
a c c e le r a te d  s i g n i f i c a n t l y  from -  2.6 per c en t  in  the  sev e n t ie s  to  
a lm ost 10.8 per c e n t  du ring  the  e ig h t ie s  (6.2  per c e n t  to  20.8 per 
c e n t  a t  c u r r e n t  p r i c e s ) .  I t  would, t h e r e f o r e ,  a p p e a r  t h a t  
c o n t r a r y  to  th e  N inth  Finance Commission's c o n te n t io n  t h a t  the  
m ajor reaso n  fo r  th e  emergence o f  f i s c a l  imbalance i s  no t the 
in c r e a s e  in  C en tra l  t r a n s f e r s  to  S ta te s  p a r t i c u l a r l y  a f t e r  the  
rec o m m en d a t io n s  o f  t h e  S ev en th  F inance  Commission b u t  th e  
a c c e l e r a t i o n  in  C e n t r e 's  own expenditure. Secondly , a t  th e  S ta te  
l e v e l ,  a l th o ug h  the  r a t e s  o f  growth o f  agg reg a te  expenditure  was
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more or l e s s  uniform  during the  s e v e n t ie s  and the  e ig h t i e s ,  ther-e 
was a narked d e c e le r a t io n  in  th e  growth o f  c a p i t a l  expenditure  
frcra 8 .8  per c e n t  to  3-9 per cen t  a t  c o n s ta n t  p r ic e s  (18.9 per 
c e n t  to  15-1 per c e n t  a t  c u r r e n t  p r i c e s ) .  Whereas th e re  was a 
marked a c c e le r a t io n  in  the  growth o f  C en tre’ s  c a p i t a l  expenditure  
from -8 .7  per c e n t  to  over 10 per c e n t  a t  c o n s ta n t  p r ic e s .  I t  i s  
s i g n i f i c a n t  to  no te  t h a t  while o v e ra l l  c a p i t a l  ou tlay  o f  S ta te s  
d e c e le ra te d ,  t h e  growth o f  v i s i b l e  p a r t  o f  c a p i t a l  o u t la y  ( v i z .  
g ro ss  f ixed  c a p i t a l  formation in  the  forn o f  roads , b u i ld in g s  and 
b r id g e s ) ,  remained s t a b l e  during th e  two su b -p e r io d s .

There a re  c o n s id e ra b le  d i s s i m i l a r i t i e s  in  the  growth in  
ex pend itu re  between th e  C entra l and S ta t e  governments on d i f f e r e n t  
fu n c t io n a l  c a t e g o r i e s .  IJhiie the  growth o f  t o t a l  expenditure  a t  
th e  S ta t e  l e v e l  remained s teady  a t  around 7 to  8 per c e n t ,  growth 
o f  expend itu re  on economic s e rv ic e s  d e c e le ra te d  s u b s t a n t i a l ly  from 
11.5 per c e n t  i n  th e  s e v e n t ie s  to  around 4 per c en t  during th e  
f i r s t  s ix  y e a rs  o f  the  e i g h t i e s .  The S t a t e s '  o u t la y  on s o c ia l  and 
g en era l  s e r v i c e s ,  however, grew s l i g h t l y  f a s t e r  in  the  e i g h t i e s .  
Within the  s o c i a l  s e r v ic e s ,  on ly  the  e x p en d itu re  on s o c ia l  w elfa re  
and housing grew f a i r l y  r a p id ly  during  th e  e i g h t i e s  a s  compared to  
the  s e v e n t i e s .  In c o n t r a s t ,  the  a c c e le r a t io n  in  the  jrow th  o f  
C e n t r e ' s  sp e n d in g  was seen  in  a l l  t h e  t h r e e  m ajo r  f u n c t i o n a l  
c a t e g o r ie s  and was p a r t i c u l a r l y  im press ive  in  the  case  o f  econoraio 
s e r v i c e s .  However, w i th in  th e  s o c i a l  s e r v i c e s ,  t h e r e  was a 
d e c e le r a t io n  in  the  o u tlay  on h e a l th  s e c to r  which i s  mainly on 
family p lann ing  -  a  d is q u ie t in g  f e a tu r e .  I t  a l s o  appears t h a t  
much o f  a c c e l e r a t i o n  in  the  growth o f  g e n e r a l  s e rv ic e s  was mainly 
on accoun t o f  r a p id  in c rea se  in  C e n t r e 's  o u t la y s  on defence and 
g e n e ra l  a d m in i s t r a t io n .  Within g e n e ra l  a d m in i s t r a t io n ,  i t  appears  
t h a t  th e  expansion  seems to  have occu rred  m ain ly  on account o f  
growth o f  p a r a - m i l i t a r y  fo rces  in  th e  e i g h t i e s .  In o th e r  words, 
much o f  a c c e l e r a t i o n  in  spending on g e n e ra l  s e r v ic e s  was mainly on 
a c c o u n t  o f  e x t e r n a l  and i n t e r n a l  s e c u r i t y .  F u r th e r  t h e
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a c c e le ra t io n  in  the  o u t la y  on economic s e r v ic e s  in  genera l  and 
energy in  p a r t i c u l a r ,  could  be due to  Centre’s involvement in  th e  
a r e a s  where t h e  S t a t e s  used  to  make s u b s t a n t i a l  i n v e s tm e n t s .  
S im ila r  in fe ren ce  can be drawn in  the case  o f  a c c e le ra t io n  in  
C e n tre 's  o u t la y  on educa tion  in  the  rec en t  p a s t .

The p a t t e r n  o f  e x p e n d i tu r e  g row th  o b se rv e d  a t  t h e  
C en tra l  and S ta t e  l e v e l s  a lso  b ring  out the  d i f f e r e n c e s  in the  
n a tu r e  o f  b u d g e t  c o n s t r a i n t s  faced  a t  th e  two l e v e l s .  The 
so f ten in g  o f  the  budget c o n s t r a in t  a t  th e  C en tra l  lev e l  could*
enab le  i t  to  a c c e le r a t e  the  growth o f  e x p en d i tu re s  on g e n e ra l ,  
econom ic and s o c i a l  s e r v i c e s  in  s p i t e  o f  i n c r e a s i n g  f i s c a l  
d i f f i c u l t i e s .  At th e  sane t i n e ,  a t  the  S t a t e  l e v e l ,  the  hard  
budget c o n s t r a in t  r e s u l t e d  in  severe  d e c e le r a t io n  i n  th e  growth o f  
c a p i t a l  e x p e n d i tu re ,  p a r t i c u l a r l y  on economic s e r v ic e s .  These 
a l s o  in d ic a te  t h a t  expend itu re  on economic s e r v i c e s ,  p a r t i c u l a r l y  
c a p i t a l  e x p e n d i t u r e  i s  e s s e n t i a l l y  in  t h e  n a tu r e  o f  
a  r e s id u a l  c a te g o ry  and the  a l l o c a t io n  to  t h i s  c a te g o ry  being n e t  
o n ly  a f t e r  th e  revenues a re  pre-empted to  meet g e n e ra l  and s o c i a l  
s e r v ic e s .

We may now summarise the  important in fe re n ce s  from th e  
a n a ly s i s  o f  th e  growth o f  government expend itu re  c l a s s i f i e d  i n to  
economic and fu n c t io n a l  c a t e g o r ie s .  These a r e :

( i )  th e  growth o f  government expend itu re  in  th e  rec e n t  p a s t  
h a s  been e x t r a a e ly  h ig h , r e s u l t in g  in  t h e  rap id  in c re a se  
in  th e  expenditure-GDP r a t i o .  What i s  more the  emerging 
t r e n d  shows s i g n i f i c a n t  a c c e l e r a t i o n  in  th e  r a t e  o f  
g ro w th  o f  governm ent e x p e n d i tu r e  i n  t h e  e i g h t i e s  a s  
compared to  th e  sev e n t ie s ;

( i i )  c u r r e n t  expend itu re  grew a t  a much f a s t e r  r a t e  than th e  
c a p i t a l  ex p en d itu re .  C ap ita l  e x p en d i tu re  was more o r  
l e s s  s ta g n a n t  and grew a t  slower pace than  the  GDP and 
c o n s e q u e n t l y ,  i t s  sh a re  in  GDP showed a  s i g n i f i c a n t  
d e c l in e .  IXiring the  e ig h t i e s ,  a l th o u g h ,  s e r io u s  e f f o r t  
was made by th e  Centred government to  in o re ase  th e  r a t e  
o f  g ro w th  o f  c a p i t a l  e x p e n d i tu r e  i t s  g ro w th  r a t e  
remained lower than t h a t  o f  c u r r e n t  ex p en d itu re ;
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( i i i )  The stagnancy in c a p i t a l  e x pend itu re  was p a r t ic u la r ly  
marked in  th e  case  o f  economic s e r v i c e s .  In f a c t ,  the 
lowest growth r a t e  was observed in  the  t r a n sp o r t  and 
com m unication  s e c t o r .  Tnus, i t  i s  not a mere 
co inc idence  th a t  b o t t le n e c k s  in  t h i s  in f r a s t r u c tu r a l  
sec to r  h a s ,  over the  y e a r s ,  posed sev e re  c o n s t r a in t s  on 
the  growth o f  the  economy. I n s p i t e  o f  the a ttem pts  to 
inc rease  th e  o u t la y  on th e  s e c to r  in  more rec e n t  years, 
th e  g ro w th  o f  t h e  e x p e n d i tu r e  rem ain ed  r a t h e r  low 
Araorg th e  fu n c t io n a l  c a t e g o r i e s ,  expend itu re  on socia l  
se rv ic e s  recorded  the  h ig h e s t  r a t e  o f  growth. Tne ra te s  
o f  growth, were very  h igh  a ls o  in  th e  case  o f  major items 
under s o c i a l  s e rv ic e s  namely, e d u ca t io n ,  h e a l th ,  so c ia l  
welfare  and housing and community s e r v ic e s .  I t  was a lso 
seen t h a t  the  r a t e  o f  growth o f  ex p en d itu re  on ~eneral 
s e rv ic e s  was a ls o  h ig h e r  than  t h a t  o f  GDP in constant 
p r ic e s .

( iv )  The p a t t e r n  o f  growth observed a t  th e  C en tra l  and S ta te  
le v e l  p re s e n t  an i n t e r e s t i n g  phenomenon. At the  Central 
l e v e l ,  t h e  em ergence  o f  th e  b u d g e t  d e f i c i t  in  the  
e ig h t ie s  can be a s s o c ia te d  with th e  a c c e le ra t io n  in  the 
r a t e  o f  e x p e n d i t u r e  g ro w th  d u r i n g  th e  e i g h t i e s  a s  
compared to  t h a t  o f  th e  s e v e n t i e s .  This a c c e le ra t io n ,  
p a r t ly  r e p r e s e n ts  the  s o f te n in g  o f  the  budget c o n s t ra in t  
a s ,  a l a r g e  p a r t  o f  th e  ex p en d itu re  growth had to be 
f in a n c e d  th ro u g h  b u d g e t  d e f i c i t s .  Thus, we see  the  
t r a n s i t i o n  froci th e  c o n s e r v a t i v e  p o l i c y  o f  ho ld ing  
e x p e n d i tu r e  g ro w th  u n d e r  check  i n  th e  s e v e n t . e s  to  
e n h an c in g  bo th  c u r r e n t  and c a p i t a l  o u t l a y s  in the  
e i g h t i e s  f in a n c e d  by even  r e s o r t i n g  to  l a r g e  s c a le  
borrowing and d e f i c i t  f in a n c in g .  In t h i s  sense , th i s  
marks a t r a n s i t i o n  from a s i t u a t i o n  where the  c o n s t ra in t  
on reso u rces  a f f e c t e d  th e  c a p i t a l  expend itu re  which was 
considered  l a rg e ly  r e s i d u a l  (Toye, 1981) to  a case o f  
enhancing c a p i t a l  o u t la y s  by so f ten in g  the  c o n s t ra in t  
i t s e l f .  The long-te rm  economic im p lic a t io n s  o f  these 
a l t e r n a t i v e  s t r a t e g i e s  a r e  very d i f f e r e n t  and need to be 
f u l ly  examined. In c o n t r a s t ,  a t  the  S ta te  l e v e l ,  we see 
a s i g n i f i c a n t  d e c e l e r a t i o n  in  c a p i t a l  e x p e n d i tu r e ,  
p a r t i c u l a r l y ,  on economic s e rv ic e s  in the e i g h t i e s .  This 
appears t o  be p a r t l y  due to  g r e a t e r  emphasis given to 
the  s o c i a l  s e r v ic e s .  A lso , a s  th e  Centre enhanced i t s  
o u t la y  on a g r i c u l t u r e  and a l l i e d  a c t i v i t i e s ,  energy and 
t r a n s p o r t  s e c t o r s ,  th e  S t a t e s  cou ld  s h i f t  t h e i r  emphasis 
on s o c i a l  s e r v i c e s .  B es ides , d e c e le r a t io n  in  c a p i ta l  
e x p en d itu re  noted above can  a l s o  be due to  the  f a c t  tha t  
c a p i t a l  e x p e n d i tu re  co n tin u ed  to  be a  r e s id u a l  category 
in  th e  c a s e  o f  t h e  S t a t e s ,  i n  v iew  o f  th e  l im i te d  
op tions  in  s h i f t i n g  t h e i r  budget c o n s t r a i n t .
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4 . An explanation

The s a l i e n t  f e a tu re s  o f  the trend  in  ex pend itu re  growth 
observed  in  Ind ia  c a l l s  for sorae e x p lana tion . In p a r t i c u l a r ,  the  
h ig h  r a t e  o f  growth o f  aggregate  expend itu re , th e  lower r a t e  o f  
growth o f  c a p i t a l  expend itu re  e s p e c ia l ly  on econcnic s e rv ic e s ,  as 
a l s o  the  so f ten in g  o f  the budget c o n s t r a in t  in th e  case o f  the  
C entre  need to  be understood b e t t e r .  In what fo l lo w s ,  an attem pt 
a t  e x p la in in g  the  above phenomenon i s  made.

A number o f  explanations* can be found to  c h a r a c te r i s e  
t h e  e v o l u t i o n  o f  p u b l i c  e x p e n d i tu r e  p a t t e r n  i n  r e c e n t  y e a r s .  
I n t u i t i v e l y  t h e  most a p p e a l in g  to  us i s  th e  one p roposed  by 
Rudolph and Rudolph (1987) in  t e r n s  o f  s ig n i f i c a n t  changes in  the  
p o l i t i c a l  p rocess  beginning from the  e a r ly  e i g h t i e s .  The i n i t i a l  
phase o f  Ind ian  plan e f f o r t  and goverrment’ s r o l e  in  fo s te r in g  
development may be c h a r a c te r i s e d  by 'command* p o l i t i c s .  During 
t h i s  p h a se ,  S t a t e  p o l i c y  r e f l e c t e d  th e  c o n c e rn  f o r  long term  
s u s t a i n e d  g row th  o f  th e  economy which e n t a i l e d  s u b s t a n t i a l  
s a c r i f i c e s  in  c u r r e n t  consunp tion . Although i n  a  p l u r a l i s t i c  
economy, v a r i o u s  d i s t r i b u t i v e  c o a l i t i o n s  o r  p r e s s u r e  g ro u p s  
a t t e m p t  to  maximise t h e i r  g a i n s  in  th e  i n i t i a l  phase a f t e r  
independence, th e  v igour  o f  n a t io n a l ia n  and p a t r io t i s m  dominates 
and the  S t a t e  accumulation p o licy  r e a l i s e s  the  maximim p o te n t ia l  
a d v an tag es .  The im pressive record  o f  resource  n o b i l i s a t i o n  and 
c a p i t a l  formation in  the  governmental s e c to r  in  th e  s i x t i e s  and 
th e  s e v e n t ie s  w itnessed in  th e  Indian con tex t  i s  a  c a se  in  p o in t .

However, t h e  g r a d u a l  t r a n s f o r m a t i o n  from command 
p o l i t i c s  to  what i s  c a l l e d  demand p o li t ic s  began, following th e  
f a d i n g  away o f  c o n s e n s u s  b a se d  c o a l i t i o n  p o l i t i c s  and th e  
emergence o f  p le b i s c i t a r y  p o l i t i c s  in  th e  Congress p a r ty  during  
th e  l a t e  s i x t i e s  and the  e a r l y  s e v e n t ie s .  In a  regime o f  demand 
p o l i t i c s ,  p o l i c ie s  would focus mainly on consumption spending o f
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governm ent s e c t o r  which r e s u l t s  i n  im m ed ia te  bu t  s h o r t  te rm  
v i s i b l e  b e n e f i t s  zo th e  p o p u la t io n .  This i s  u su a l ly  achieved by 
s u b s ta n t ia l  a l l o c a t i o n  to  s o c i a l  s e r v ic e s  and d i r e c t  t r a n s f e r  
payments. There i s ,  o f  c o u rs e ,  a  school o f  thought which says 
t h a t  even t h i s ,  i f  i t  r e s u l t s  in  human c a p i t a l  formation, would 
y ie ld  lon j t e r n  b e n e f i t  in  terras o f  su s ta in e d  growth.

Tne i n t e r a c t i o n  o f  d i f f e r e n t  p re s su re  groups in t h e i r  
a ttem pt to  m ax in ise  t h e i r  g a in s  m ainly  de te rm ines  th e  composition 
and growth o f  government ex p en d i tu re .  N a tu ra l ly  the emphasis 
s h i f t s  frcm e x p e n d i tu re s  having long-term  b e n e f i t s  to  those with 
im m ediate  g a i n s .  The s t a b i l i t y  o f  t h e  p o l i t y  a l s o  r e q u i r e s  
d i s t r i b u t i n g  some b e n e f i t s  to  th e  v o te r s  a t  l a r g e ,  but t h i s  i s  
done more th rough  r h e t o r i c  and very  l i t t l e  by way o f  providing any 
ap p rec iab le  r e a l  b e n e f i t s  to  them. Such an  approach i s  g r e a t ly  
supported by th e  p e r s i s t e n c e  o f  ignorance  and i l l i t e r a c y  among the 
m a jo r i ty  o f  v o t e r s .

In a  p l u r a l i s t i c  p o l i t y  l i k e  In d ia ,  th e re  are sev e ra l  
p re s su re  groups a t  work, bu t  fo r  a n a l y t i c a l  purposes, following 
B ardhan ( 1 9 7 9 ) ,  i t  i s  u s e f u l  t o  c l a s s i f y  them in to  t h r e e  
p ro p r ie ta r y  c l a s s e s ,  namely, th e  farm lobby, th e  i n d u s t r i a l i s t  
c a p i t a l i s t  c l a s s  and the  p ro f e s s io n a l s  inc lu d in g  the  U iite  c o l l a r  
w o rk e r s .  The farm lobby  a t t e m p t s  to  m ax im ise  i t s  g a in s  by 
ensu r ing  rem u nera t iv e  p r i c e s  on th e  farm p roduc ts  and provision  o f  
farm in p u ts  and c r e d i t  a t  su b s id ise d  r a t e s .  In c rea se s  in food and 
f e r t i l i s e r  s u b s i d i e s ,  below c o s t  c h a rg es  on i r r i g a t i o n  and power, 
su b s id ise d  c r e d i t  and w r i t in g  o f f  o f  farm loan s  a re  some examples 
o f  m axim isa tion  by* the  farm lobby . The i n d u s t r i a l  c a p i t a l i s t  
c l a s s  a t tem p ts  t c  maximise i t s  sh a re  by c la im in g  a  la rg e r  share of  
s u b s id ie s  and'*‘e n su r in g  s u b s id ise d  p ro v is io n  o f  i n f r a s t r u c tu r a l  
f a c i l i t i e s  and i n p u t s  a t  t h e  c o s t  o f  t h e  e x c h e q u e r ,  b e s id e s  
en su r in g  h ig h e r  r a t e s  o f  r e t u r n  through  th e  g e n e ra l  p r o te c t io n i s t  
m easures. The b u re a u c r a t s  and w hite  c o l l a r  workers maximise t h e i r
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s h a re  by a g i t a t i n g  and o b ta in in g  s e c u r i ty  o f  s e rv ic e ,  indexation  
o f  s a l a r i e s  and pensions to  p r ic e  in c re a s e s ,  p e r io d ic  pay and 
pension  r e v i s io n s  and enhanced bonuses and fr inge  b e n e f i t s  l ik e  
h o u s in g  and m e d ic a l  b e n e f i t s  and s u b s i d i s e d  c r e d i t  fo r  t h e  
purchase  o f  immovable p ro p e r ty  and consumer d u ra b le s .  To ensure 
s t a b i l i t y  o f  th e  p o l i t y ,  a s  mentioned e a r l i e r ,  some a l l o c a t io n  i s  
made on programmes l i k e  poverty  a l l e v i a t i o n  and niniraun needs 
programme and even h e re ,  f i r s t ,  th e  o b je c t iv e  i s  achieved more 
th rough  r h e t o r i c  than by rea d  a l l o c a t io n s  and second> d i s t r i b u t i v e  
c o a l i t i o n s  a t t e m p t  to  t a k e  a  s h a re  o f  a l l o c a t i o n  to  t h e s e  
program m es a l s o  th ro u g h  l e a k a g e s  a t  v a r i o u s  s t a g e s  o f  
im peleraen ta tion . Wiile each 'p r e s s u r e  group1 a t tem p ts  t o  maxiraise 
i t s  g a in s ,  th e  growth and a c t u a l  expenditu re  p a t t e r n  a t  any g iven  
p o in t  o f  tim e depends on th e  combined s t r e n g th  o f  th e s e  fo rces  in  
donanding h ig h e r  a l l o c a t i o n  and the  r e l a t i v e  s t r e n g th  in  c laim ing 
t h e i r  i n d i v i d u a l  s h a r e s .  The c l a im a n t s  su cc e ed  in  h i g h e r  
a l l o c a t i o n s  s u b je c t  to  the  o v e ra l l  budget c o n s t r a i n t .  But with 
th e  passage o f  t im e , a s  observed e a r l i e r ,  even id e a s  on budget 
c o n s t r a i n t s  undergo change and co n se rv a t iv e  budgetary  p o l i c i e s  
g iv e  way to  i n c r e a s ing r e s o r t  to  borrowing even t o f inance  revenue 
expend  i t u r e . . In  f a c t ,  su ch  in s t ru m e n t s  o f  f i s c a l  i l l u s i o n  
p r o v i d e  c o n v e n ie n t  m ethods o f  enhanc ing  th e  s h a r e s  o f  t h e  
d i s t r i b u t i o n  c o a l i t i o n s .
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Annexure 1
Economic Category 

S a l a r i e s  4 Wages

Commodity purchase

S u b s id ie s

Current t r a n s f e r s  
to  lo c a l  bodies
Other c u r r e n t  
t r a n s  f e r s
Purchase o f  land 4 
second hand a s s e t s
Build ing  o u t l a y ,  
road o u t l a y ,  
c o n s t r u c t io n  o u t la y
T ran sp o r t  o u t la y  

Machinery o u t l a y  

Stock o u t la y  

C a p ita l  t r a n s f e r s  

F in a n c ia l  o u t l a y  

Loans

Level o f  
Goverrment

Centre

S ta t e s

Centre

S ta t e s

Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s

Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s
Centre 4 
S t a t e s

D e f la to r /P r ic e  
index used

CSO's d e f l a t o r  f o r  c o m p e n sa t io n  t o  
C en tra l  Government Employees
CSO's d e f l a t o r  for  compensation to  a l l  
S t a t e  Government Employees.
CSO’ s d e f l a t o r  f o r  C e n t r a l  Government 
pu rchases
CSO's d e f l a t o r  f o r  S t a t e  g o vernm en t 
pu rchases
CSO's p r iv a te  consumption d e f l a t o r

CSO's d e f l a t o r  fo r  consumption 
ex pend itu re  o f  the Local Bodies
Consumer p r ic e  index fo r  urban 
non-manual employees
CSO's d e f l a t o r  fo r  g ro ss  c a p i t a l  
form ation  in  th e  Public  s e c to r
N a tio n a l  income d e f l a t o r  fo r  
C o n s tru c t ion  S ec to r

Wholesale p r ic e  index fo r  
T ran sp o r t  equipment
Wholesale p r ic e  index fo r  e l e c t r i 
c a l  4 N o n -e le c t r ic a l  machinery
N a tio n a l  income d e f l a t o r  fo r  
change in  s tock
CSO's g ro s s  c a p i t a l  formation 
d e f l a t o r  fo r  the  Public  S ec to r
CSO's g r o s s  c a p i t a l  formation 
d e f l a t o r  fo r  the  Public  Sec to r
CSO's g ro s s  c a p i t a l  formation 
d e f l a t o r  fo r  the  Public  Sec to r
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N o te s

The sttudy h as  been c a r r i e d  out in the  S ta t e  F inances Unit 
supported  by d i f f e r e n t  S ta te  governments a t  t'ne N ational 
I n s t i t u t e  o f  Public  Finance and P o l ic y .  We a r e  g r a t e f u l  to  
th e  o f f i c i a l s  o f  C .S .O ., p a r t i c u l a r l y  Mr. M.G. Sardana and 
R.K. Katyal fo r  p rov id ing  us w ith the  unpublished  d a ta  on 
g overnm en t e x p e n d i tu r e  c l a s s i f i e d  i n t o  econom ic and 
fu n c t io n a l  c a te g o r ie s  by the  N ational Accounts D iv is ion . 
Thanks a r e  a l s o  due to  Anaresh B ag ch i,  R a ja  C h e l l i a h ,  
Arindam Dasgupta, Biswanath Goldar, Sudipto Mundle, Una Roy 
Choudhary and Tapas Sen fo r  commenting on an e a r l i e r  d r a f t  
o f  th e  paper . Thanks a re  a ls o  due to  Dipchand Maity fo r  
competent com puta tiona l a s s i s t a n c e ,  and R. Feriannan  for  
e x c e l l e n t  s e c r e t a r i a l  support  r e s p e c t iv e ly  and Mrs. R ita  
Wadhwa fo r  m e t ic u lo u s ly  e d i t in g  th e  paper. Of course  they 
can  no t  be h e ld  r e s p o n s ib le  fo r  th e  m is tak es  t h a t  r a a a in s .
See, Peacock and Wiseman (1965), Beck (1981).
For d i f f e r e n t  i n t e r p r e t a t i o n s  o f  Uagner s  Law see Gandhi 
(1971).
In  o rd e r  to  o b ta in  growth r a t e s  during  th e  two su b -p e rio d s  
c o n s i s t e n t  w ith  t h e  o v e r a l l  r a t e s  o f  g ro w th ,  we have  
e s t i m a t e d  them u s in g  t h e  k in k e d  e x p o n e n t i a l  model a s  
suggested  in  Boyce (1986), by in tro d u c in g  dinmy v a r i a b l e s .
(D-| and D2 ) fo r  th e  su b -p e rio d s  sep a ra ted  by the  kihk 
(k = 1979-80, in  our c a s e ) .  The e s t im a tin g  e q u a t io n  i s :
lnG{. — a^D-j + a^D2 (b-|D^ + b2D^2 ) t  + u t  • • .  1

where D-j t a k e s  th e  v a lu e  1 for th e  period  1970—̂ 1 to  1979-80 
and 0 , o t h e r w i s e .  S i m i l a r l y ,  D2 t a k e s  t h e  v a lu e  1 f o r
1980-81 to  1985-86 and 0, o t h e r w i s e .  D i s c o n t i n u i t y  i s  
e l im in a te d  v ia  a  l i n e a r  r e s t r i c t i o n  to  i n t e r s e c t  a t  the  
b re ak p o in t  k:
a^ + b-jk — a2 + b2k ............ 2
s u b s t i t u t i n g  a2 (and no ting  t h a t ,  a 1D1 + a2D2 = we g e t
th e  r e s t r i c t e d  form:
lnGt  = a 1 + b 1 (D-jt + D2k) + b2 (D2t  -  D2k) + u t  ___ 3
The 0L5 e s t im a te s  o f  b^ and b2 from (3) g iv e  t h e  ex p on en tia l  growth r a t e s  for  the  two su b -p e r io d s .
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Public Expenditure tv Icoooiic Categories : Groeth rites and Proportion to GOP
1D1A

Table 1
(Per ceat

finatk of Ixpealiture Batio To GDP at larket Prices ( Cur rest Prices ) Batio To GOP at Harket Prices ( 1871-72 Prices )
(1971-72 To 1985-16) ----------------------------------------- ------------------------ -------------------- -----------------------------------------------------------------

bpetlitare Categories Correat Cctstaat 1971-72 1975-76 1980-11 1981-82 1982-83 1983-84 1984-85 1985-86 1971-72 1975-76 1980-81 1981-82 1982-83 1983-84 1984-15 1985-86
Prices (1971-72)

Prices
i. C urat hpeoditore : 15.81 6.94

t« Pi > K
a. Coapeasatioe to employees 14.19 6.1b
b. Net ■ainteaance expenditure 15.65 5.14
II. Transfers 14.92 6.18

a.Sobsidies 22.66 13.85
b.Current transfers to local bodies 11.01 2.55
c.Otter Current transfers 17.21 8.34

1 . Capital Ixpeoditure 11.76 1.59
I.Gross Fiied Capital foraatioa 16.71 6.80

Il.fiaaacial Outlaj 14.09 3.66
III.Total Capital Transfers 22.31 11.13

a. Capital transfers to local bodies 24.38 13.01
b. Other Capital transfers 21.06 9.99

IT.Total kbaaoes 11.38 1.19
a. Advances to local bodies 11.72 1.50
b. Advances to others 8.00 -1.88*

C. Total Ixpeaditure 14.21 4.96

12.02 11.57 13.36 13.27 14.15 14.35 15.06 17.36
' ' Pi » Of » *< t «r t V t (tf m it
4.96 4.93 b.Ofe b.00 5.41 5.41 5.56 6.19
2.80 2.85 3.22 3.34 3.49 3.42 3.11 4.29
3.11 2.56 2.99 2.94 3.12 3.12 3.28 3.60
1.15 1.16 2.08 1.98 2.14 2.39 3.11 3.27
1.56 0.87 0.95 0.88 0.91 0.93 0.94 0.97
1.55 1.69 2.04 2.06 2.20 2.19 2.35 2.63

11.09 7.13 7.45 7.39 7.80 7.22 7.66 8.35
1.70 1.19 1.72 1.77 1.85 1.85 1.86 2.13
1.67 1.44 1.35 1.64 1.64 1.65 1.75 1.84
0.47 0.27 0.70 0.69 0.72 0.62 0.89 0.84
0.15 0.09 0.27 0.26 0.26 0.26 0.40 0.37
0.32 0.17 0.43 0.43 0.46 0.37 0.49 0.48
4.24 3.75 3.65 3.32 3.69 3.18 3.17 3.46
0.47 0.30 0.34 0.32 0.42 0.22 0.18 0.27
3.77 3.45 3.31 3.00 3.27 2.96 2.99 3.19

23.10 18.69 20.80 20.65 21.95 21.57 22.72 25.71

11.96 11.31 14.38 14.05 14.94 14.70 15.65 17.85•> 7? " Of f. K P. 7? ft V R ^ 8 95 10 fU
4.*) 5.01 i .u 3.ill ft.45 i.iD i * T.tt
2.75 2.54 2.84 2.88 3.01 2.92 2.65 3.61
3.08 2.60 3.20 3.13 3.27 3.19 3.39 3.68
1.14 1.16 2.22 2.13 2.30 2.54 3.31 3.53
1.54 0.84 1.04 0.94 0.98 0.95 0.97 1.00
1.54 1.76 2.16 2.19 2.29 2.24 2.42 2.68

11.11 6.48 6.84 6.73 6.85 6.23 6.48 6.90
1.65 1.17 1.74 1.81 1.70 1.72 1.64 1.82
1.67 1.29 1.21 1.44 1.42 1.39 1.46 1.50
0.47 0.24 0.62 0.60 0.63 0.52 0.75 0.69
0.15 0.08 0.24 0.23 0.23 0.22 0.33 0.30
0.32 0.16 0.38 0.37 0.40 0.31 0.41 0.39
4.22 3.35 3.25 2.91 3.19 2.69 2.65 2.83
0.47 0.27 0.30 0.28 0.36 0.19 0.15 0.22
3.75 3.08 2.95 2.63 2.83 2.50 2.50 2.61

23.07 17.79 21.22 20.78 21.78 20.93 22.13 24.76

lote : All Growth Bates except those urked (*)are significant atleast at 10 X level of significance.
Source : tstiuted froa unpublished data collected frot Central Statistical Organisation, Ministry of Planning, Governaent of India.
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Table 2
Public Ixpe&diture bjr Functional Categories : Gnwtb Kates and Proportioa to GOP

ICIi (Per ceat
Grovtk of bpeadituie Katio to GDP at aarket Prices ( Cnrreat Prices ) Katio to GDP at aarket Prices ( 1971-72 prices )(1171-72 To 1985-86) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Ixpeaditun Cateflories ---------------------- 1971-72 1975-76 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1971-72 1975-76 1980-81 1981-82 1982-83 1983-84 1984-85 1985-88
Carnat coastat 
Prices (1971-72)

Prices
1. fiOHiL SWUXS 12.940 3.922 6.79 5.89 5.45 5.70 6.55 5.88 5.74 7.30 6.77 5.62 5.76 5.83 6.59 5.83 5.80 7.18

a.Geaeral Adaiaistratloo 12.496 3.771 3.62 2.59 2.44 2.62 3.34 2.68 2.83 3.16 3.61 2.49 2.68 2.78 3.42 2.73 2.91 3.23b. Defence 13.357 4.079 3.17 3.30 3.01 3.08 3.21 3.23 2.91 4.13 3.15 3.13 3.09 3.05 3.17 3.10 2.88 3.952. SOCIAL SOTICC a.iducatioa 7.659 4.46 4.24 5.26 5.37 5.71 5.81 6.25 6.76 4.44 4.22 5.66 5.71 5.96 5.89 6.32 1.765.451 (.849 2.49 2.57 2.86 2.86 3.07 3.06 3.19 3.39 2.48 2.60 3.17 3.14 3.32 3.20 3.36 3.57b.Health 7.346 8.375 0.53 0.57 0.72 0.73 0.77 0.78 0.81 0.87 0.53 0.55 0.78 0.78 0.81 0.80 0.84 0.89c.Social nelfare, Gilture,religion etc. 6.747 7.543 0.91 0.48 0.77 0.84 0.95 1.05 1.09 1.02 0.92 0.48 0.80 0.86 0.96 1.03 1.08 1.00
d.lousiu 1 coMuaitjr servicess. n m c  sn r ic eCapital Expenditure

!0.895 10.463 0.52 0.62 0.91 0.94 0.92 0.92 1.16 1.48 0.51 0.59 0.90 0.93 0.87 0.86 1.04 1.30
1.287 1.105* 8.59 5.99 6.14 5.85 5.68 5.68 5.91 6.31 8.61 5.43 5.60 5.28 4.97 4.88 4.97 5.214.091 4.538 10.89 8.39 9.87 9.47 9.54 9.65 10.61 11.34 10.91 7.79 9.59 9.12 9.07 8.99 9.89 10.52

a.Agriculture.Forestry k lishiajCapital bpesditure 
Total .b.liuai.hnufactumf and Coutructioa

2.45* -7.18 2.93 1.04 0.78 0.69 0.67 0.59 0.59 0.54 3.01 0.95 0.72 0.63 0.59 -0.51 0.50 0.44
1.467 2.662 4.02 2.21 2.68 2.39 2.41 2.25 2.76 2.58 4.09 2.11 2.77 2.46 2.47 2.26 2.79 2.(3

Capital Izpeoditurt
c.Ineror,Hater supply 

Ifid US Capital Expenditure

12.01 1.79 2.65 2.50 2.35 2.32 2.19 2.22 2.53 2.44 2.63 2.23 2.10 2.03 1.90 1.88 2.12 2.00
5.041 5.283 2.79 2.77 2.78 2.84 2.91 3.13 3.65 3.89 2.77 2.50 2.56 2.60 2.68 2.84 3.31 3.56

21.02 10.11 0.88 1.09 1.69 1.66 1.84 1.83 1.82 2.07 0.87 0.99 1.53 1.49 1.60 1.57 1.53 1.72
10.504 9.865 1.17 1.26 1.97 1.90 2.12 2.08 2.17 2.38 1.16 1.15 1.83 1.74 1.90 1.82 1.89 2.13

d.Traosport and coaaultloo Capital Ixpeoditure
e.Other Icoooaic Services

9.33 -0.41* 1.60 1.02 1.00 0.92 0.82 0.82 0.82 1.01 1.59 0.95 0.96 0.89 0.73 0.73 0.70 0.84
10.835 1.103 1.89 1.32 1.41 1.34 1.21 1.18 1.17 1.38 1.87 1.23 1.35 1.29 1.11 1.06 1.02 1.17

ucludlDf adainistratioa Capital lipeaditure 5.91 -3.63* 0.52 0.34 0.31 0.26 0.17 0.23 0.15 0.25 0.52 0.31 0.29 0.23 0.14 0.20 0.12 0.22
13.611 4.952 1.02 0.83 1.03 1.00 0.90 1.00 0.86 1.11 1.02 0.80 1.07 1.03 0.93 1.02 0.88 1.13

4. Belief oa calamities 7.358 -1.466* 0.69 0.14 0.19 0.10 0.14 0.16 0.12 0.23 0.68 0.14 0.19 0.10 0.14 0.15 0.11 0.22
5. Otkr Miscellaneous services i.TOUL nPHfilTOMCapital Ixpeaditure

-4.040 -12.327 0.27 0.04 0.02 0.01 0.01 0.07 0.01 0.07 0.27 0.04 0.02 0.01 0.01 0.06 0.01 0.07

11 76 1.59 11.09 7.13 7.45 7.39 7.80 7.22 7.66 8.35 11.11 6.48 6.84 6.73 6.85 6.23 6.48 6.90
4.214 4.960 23.10 18.69 20.80 

l I (
20.65 21.95 21.57 22.72 25.71 23.07 17.79 21.22 20.78 21.78 20.93 22.13 24.76

lot* : ill G r o v t O a t e i  eicept those aarked [*) are~slfnlflcant atleast at 101 level of significance.
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Table 3
Growth of Rihllc Expenditure in India

At Current PrioeB At 1971-72 Priaaa
1971-72#

To
1979-80

1960-81*
To

1965-86
1971-72

To
1965-86

1971-72*
To

1979-60
1960-61*

To
1965-66

1971-72
To

1985-86
K X H M C  CATKZMUII1 :
A. Current Kxpendlture : 13.71 19.03 15.81 5.24 9.55 6.94
I. Conaunption Expenditure
a. Compensation to employees (salaries & wages)
b. Net maintenance expenditure (ooamodity purchases) 

Total Gonaavtlcn Expenditure (Current Exhaustive)
11.82
14.01
12.63

17.82
18.16
17.97

14.19
15.65
14.74

4.44
3.34
4.06

8.76
7.90
8.50

6.15
5.14
5.82

II. Transfers
a. Subsidies
b. (Xurrent transfers to local bodies
c. Other Current transfers 
Total Currant Transfers

22.63
7.28
15.83
12.37

22.69
16.85 
19.32
18.86

22.66
11.01
17.21
14.92

14.14
-0.68*
7.70
4.30

13.42
7.60
9.31
9.07

13.85
2.55
8.34
6.18

B. Capital Exhaustive Expenditure 10.94 22.43 15.40 1.98 10.39 5.26
a.Gross Fixed Capital Formation
b. Financial Outlay
c.Total Capital Transfers

1. Capital transfers to local bodies
2. Other Capital transfers

d.Total Advances
1. Advances to local bodies
2. Advances to others Total Capital Expenditure

13.49
8.23
22.05
22.67
21.76
10.97
11.61
4.53*
7.40

21.72
23.49
22.70
27.01
20.03
12.00
11.87
13.42
18.65

16.71 
14.09 
22.31
24.38 
21.06
11.38
11.72 
8.00
11.76

5.30
-1.69
10.87
11.42
10.59
0.79*
1.38*
-5.05
-2.22

9.09 
12.23 
11.52 
15.43
9.09 
1.79* 
1.68* 
3.08* 
7.58

6.80
3.66
11.13
13.01
9.99
1.19
1.50
-1.88*
1.59

C. Total Exhaustive Expenditure 12.16 19.16 14.91 3.51* 8.98 5.66
D. Total Kxpendlture 11.10 19.04 14.21 2.26 9.15 4.96
Note 1.tt Growth Rates are Calculated Using the Kinked Exponential Model.

2.All Growth Rates axoept those marked (») are significant atleast at 10 X level of significance.
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Table 4
Growth of RihLLc Expenditure In India

(Bar oent)
Growth At Current Mxaa Growth At Constant Prices
1971-72* 1900-81* 1871-72 1971-72* 1980-81* 1971-72

To
1979-60

To
1985-86

To
1985-86

To
1979-60

To
1905-86

To
1965-66

FOCnONAL C4TSOOBISS :
1. Qmamtml S tr ia e * 9.101 18.952 12.940 0.560* 9.175 3.922

a.General Administration 7.619 20.229 12.496 -0.427* 10.403 3.771
b.Defence 10.510 17.765 13.357 1.531 8.021 4.079

2. So n ljtl Sarvioa 14.456 20.199 16.720 6.096 10.047 7.659
a.Education 13.951 17.738 15.451 5.079 8.166 6.849*
b.Health 16.879 18.049 17.346 8.223 8.602 8.375*
c.Social welfare, 10.851 26.182 16.747 2.468* 15.630 7.543
Culture,religion etc.

d. Housing & connunity services 18.851 24.028 20.895 9.128 12.496 10.463
3. Rnm rm ic Sorrtoea 11.448 18.175 14.091 2.113 8.283 4.538

a. Agriculture, 8.583 15.939 11.467 -0.085* 6.923 2.662
Forestry & Fishing

b. Mining, Manufacturing 11.347 20.812 15.041 1.503 11.219 5.283
and Construction

c.Energy,Water supply 21.355 19.238 20.504 10.770 8.522 9.865
and Gas

d.Transport and ooomjnition 8.626 14.233 10.835 -0.381* 3.369 1.103*
e.Other Economic Services 11.648 16.619 13.611 3.359 7.388 4.952
including administration

4. Relief on calamities -3.360* 25.705 7.358 -11.008 14.799 -1.466*
5. Other Miscellaneous -12.954* 11.071* -4.040* -21.030 2.552* -12.327

services
6. TOTAL 11.104 19.042 14.214 2.259 9.147 4.960
Nota : 1.* Growth Rates are Calculated Using Kinked Exponential Model.

2. All Growth Rates except those marked (*) are significant atleast at 10 X level of significance.
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to u t
I r n U  of M i l l  b i t r i l U n  kr U n I * th w r m i l

llH l-11 U IM1-U) (N r ««!()

111 IU U I C titti
I t  C irru t Frlcti I t  UTl-Tt f r l t u I t  C u ru t  Prle«i I t  1171-72 f r lc t i

llll-T II IN I-I ll  1171-72 
7. 7 . To 

1171-11 1115-11 1IIS-U
1171-721 1M I-lll 1171-72 

To U To 
1171-11 IN I-H  llli-M

1171-721 IMS-Ill 1171-72 1171-721 1IIM 1I 1171-72 
To To 7t T« To To 

1171-11 IN I-H  1115-11 1171-11 l tli-M  1115-11
ta u ic  u m n a  ■■
i .  C u r a t  I i f u i l U n  : 15.11 11.21 11.11 7.S5 1.12 1 II 11.21 11.11 14.11 2.12 11.34 5.14
I. f i u t l l w  li f tW lti ro 14.72 11.11 11.11 1.37 1.12 7.34 11.11 17.71 13.31 1.73 1.13 4 21
i .  Cov*M itioi to u r io rM i 14.71 11.14 11 II 7.13 I I I 7 II 7.11 17.11 11.51 1.71* 1.15 3.15
t .  l i t  u l l t i u i c a  U H id l t in 14.11 17.17 11.11 4.11 7.71 S.SI 13.15 11.11 15.31 i l l 7.71 4.11
I I . T iiu fw t 11.7} 17.43 15.11 1.41 7.71 I I I 4.17 24 21 11.71 -3.25* 13.11 3.27

t.S tkiM lot 52.23 11.71 31.32 41.11 11.74* 21.31 17.33 23.41 11.72 1.20 14.07 11.12
k .C iim t t r u i t i n  to lo c il bodlu 11.17 15.41 12.71 2.13 1.21 4.11 -13.35 24.11 1.17 -11.71 14.31 -7.55
c.Otkit C i i r u t  t n u t i n 17.33 11.31 17.75 1 .11 1.41 1.14 11.11 21.11 15.35 3.31 11.17 1.12

1. CaflUl l i t u i t U n 11.11 15.11 17.33 1.77 3.14 1.11 1.51* 21.23 1.31 -1.75 11.24 -1.51
l . S n u  I l u J  C v lU l l i fM tlo i 11.45 21.31 17.11 7.14 7.51 7.74 4.11 21.44 13.11 -2.11* 14.21 4.21

I I .I lM M itl S (tU t 11.12 11.14 14.72 1.11 1.41* 4.23 1.4! 21.33 13.17 -3.35 14.12 3.54
III.ToU l C ifiU l T ru s f t i i 27.31 24.34 21.11 15.14 13.11 14.51 14.72 11.52 15.43 4.21* 5.11* 4.11*

i .  C tflU l t r u i f t r i  to locil bodlu 22.11 21.33 24.21 11.11 14.11 12.12 11.22 31.31 25.11 7.31 23.15 13.73
k. O th t C»»1U1 t r m l i r i 33.13 21.73 21.45 21.12 11.13 11.71 14.41 14.34 14.41 3.11* 3.12* 3.14*

If.T tU l U i u m i 21.12 M l 15.35 1.11 -1.22* 4.11 5.11 14.42 1.15 -4.11 3.11 -1.13
l. 'U filC M  to lo c il M i l l 21.11 1.71 11.15 11.15* -1.13* 5.44 1.41 14.12 1.31 -3.31 3.13 -0.12
b. U i u m i  to oU ori 12 14 M U 11 12 2.41 I.IJ* I I I * -5.42 21 II 4.33 -14.11 I I S -5.22

C. ToUl lifM J lU rt 11.12 17.15 17.11 7.12 7.31 7.71 1.17 21.75 11.71 -2.12 11.75 2.52
lot* : 1.1 trw tk  b U i  a rt CalciliUJ I 1 U4 I l i M  lip o u a tli l  M o l.

I .  i l l  i m t i  U t u  tic tp t U*m urk*4 (») i n  i l p l l l c u t  i t l o u t  i t  II I  U fil  *1 ilp lf lc iM * .
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Table S
Grovth of Public Ixpeaditora by Level of Goveroaeat 

(1971-72 to 1915-18)
(Per ceat)

rUCTIOlil CiTieOIISS:

1. Q i u r a l  S e r v i c e s
a.General Adainlstratioa
b.Defence

2. Sochi Services
a.Iducation
b.Health
c.Social velfare,

Culture,religion etc.
d.Housing A coaauaity services

3. Icoaoaic Services
a.Agriculture, 

forestry A fishing
b.Hining,Manufacturing 

and Construction
c. Energy,Hate: supply 

and Gas
d.Transport and coaaunltlon
e.Other Iconoaic Services 

including adainistration
4. Belief on calaaities
5. Other Miscellaneous

services
6. TOTAL

All States
At Current Prices At 1971-72 Prices

1971-721 1980-811 1971-72 1971-721 1980-811 1971-72
To To To To To To

1979-81 1985-86 1985-16 1979-10 1985-86 1985-86

13.498 16.995 14.884 5.242 7.815 6.264
13.487 17.020 14.887 5.232 7.127 6.262
14.127 15.570 14.701 5.802 7.224 6.366
15.744 19.801 17.350 7.267 9.754 8.255
14.815 17.520 15.889 6.775 7.987 7.258
15.751 18.390 16.800 7.195 8.930 7.885
17.679 23.944 20.146 8.469 13.901 10.610
18.205 24.762 20.785 8.580 13.245 10.422
21.442 13.820 18.334 11.528 3.963 8.438
22.243 14.803 19.211 12.857 5.454 9.835

21.675 15.386 19.119 11.379 5.832 9.126
24.180 13.354 19.731 13.299 3.233 9.160
17.818 11.288 15.161 8.279 0.448* 5.075
17.962 16.344 17.312 8.849 6.668* 7.971
3.246* 25.004 11.453 -4.919* 14.010 2.243*

21.763 6.439* -12.377 -29.063 -0.658* -19.704
16.915 17.149 17.009 7.915 7.390 7.705

Ceslrc
At Current Prices At 1971-72 Prices

1971-721 1980-111 1971-72 1971-721 1980-811 1971-72
To To To To To To

1979-80 1915-16 1985-86 1979-80 1985-86 1985-86

7.403 19.694 12.161 -1.313* 9.705 2.955
-0.718* 25.818 9.149 -8.615 14.968 0.174*
10.475 17.791 13.345 1.488 8.034 4.058
7.418 22.003 13.030 -0.368* 11.086 4.065
6.170 19.615 11.357 -1.254* 9.660 2.975

27.918 14.997 22.583 18.346 5.683 13.109
-1.495* 23.865 7.899 -6.143* 20.406* 3.690*
23.400 19.037 21.636 13.022 7.270 10.686
5.558 21.272 11.583 -3.446 11.386 2.234

-0.403* 15.055 5.514 -8.484 6.623 -2.717
9.908 21.693 14.478 0.097* 12.115 4.741

15.287 33.769 22.352 5.401 21.463 11.554
-1.848* 18.433 5.810 -10.326 7.634 -3.533
8.218 17.725 11.925 0.384* 8.605 3.595

-25.417 21.215 -9.426 -31.106 11 .686* -16.417
-3.314* 19.542* 5.251* -12.440* 10.407* -3.931*
6.173 20.750 11.780 -2.622 10.754 2.523

Mote : l . l  Groith Kates are Calculated Using linked Exponential Model.
2. All Groith Bates except those Barked (*) are significant atleast at 10 X level of significance.
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