4. The Structure of
Government Expenditure

Introduction

A proper understanding of the demands for governmental
expenditure requires close examination of its components and
their behavioural patterns over time. Hence, an attempt is made
in this chapter to study the composition of government expendi-
ture along with the changes in it during 1950-51 to 1977-78.

Classification

A basic requirement for the analysis of the composition of
government expenditure is its classification. Classification of
government expenditure may be attempted in more than one
way depending upon the purpose in hand. It may be done (i)
by homogeneity or in terms of common characteristics or inten-
ded purpose or effects, (ii) by nodality, i.e., in terms of geogra-
phic characteristics and (iii) by programme or policy orientation,
i.e., primarily in terms of administrative or political coherence
(and institutions). Bird (1970, pp. 142-3) favours classification
in terms of all the three categories; Musgrave (1969, pp. 73-5)
prefers economic characteristics—transfer payments, capital
formation, etc.; Pryor (1965) emphasises functional cate-
gories—education, health, defence, etc.; and Peacock and
Wiseman (1967, pp. 62-95) choose economic and functional
classification. Much also depends upon availability of data. As
far as we are concerned, we have classified government expen-
diture by economic and functional categories because our pur-
pose is to examine the changing composition of expenditure in
both economic and functional terms.

Economic Categories

Following the classification adopted by the Ministry of Fin-
ance, Government of India, we have classified Central government
expenditure into three main categories: (i) final outlays, (ii)
transfer payments to the rest of the economy and (iii) financial
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investments and loans to the rest of the economy. Each of these

categories consists of sub-categories, as can be seen from Chart
4.1.

Final outlays refer to the direct demand for goods and
services for consumption and capital formation. In a system of
national accounts, these final outlays are on par with the con-
sumption expenditure and capital formation by the other sectors
of the economy. Transfer payments and financial investments
and loans to the rest of the economy are the disbursements
intended to supplement current and capital receipts of the other
sectors. From the analysis point of view, distinction, therefore,
has to be drawn between final outlays and the other two,
although all three are expenditures out of budgetary resources.
Table 4.1 shows the composition of expenditure at current prices
by these categories. It can be seen that although final outlays
increased from Rs. 314.80 crore in 1950-51 to Rs. 4785.40 crore
in 1977-78, their percentage share in total expenditure of the
Central government went down from 62.50 per cent in 1950-51
to 31.93 per cent in 1977-78. The share of transfer payments
and financial investments and loans increased significantly. This
may mean that the expenditure policy of the government has
been towards decentralisation of spending on goods and ser-
vices. Let us look, a little closely, at the growth of final outlays,
transfer payments and financial investments and examine the
reasons for fluctuations in their growth.

Final Outlays

As shown in Chart 4.1, final outlays consist of (i) consumption
expenditure and (ii) gross capital formation. They increased only
by four times in real terms as against 15 times in nominal
terms. Table 4.2 shows that final outlays in real terms grew
from Rs. 659.66 crore in 1950-51 to Rs. 2756.36 crore in 1977-
78 as against Rs. 314.80 crore in 1950-51 to Rs. 4785.40 crore
in 1977-78 in nominal terms (Table 4.1). Hence the compound
growth rate in real terms was far less (6.17 per cent) than that in
nominal terms (11.31 per cent). Per capita final outlays in real
terms grew at a much slower pace: they increased by 2.6 times
(from Rs. 18.37 in 1950-51 to Rs. 43.82 in 1977-78). What must
be the reasons for this slow growth rate? The main reason
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seems to be the sluggish growth in gross capital formation, an
important component of final outlays, during the 1970s and
negative growth rate during the 1960s; for example, gross capital
formation in real terms increased at the compound growth rate
of (—) 4.93 per cent and 2.81 per cent, respectively, during
1960s and 1970s as against the growth in consumption expendi-
ture of 9.69 per cent and 3.06 per cent, respectively, during the
same periods (Table 4.3).

Consumption Expenditure. It accounts for more than approx-
imately three-fourth of final outlays. It consists of (a) wages
and salaries and (b) goods and services. In real terms it
increased by 4.5 times (i.e., from Rs. 471.32 crore in 1950-51 to
Rs. 2138.81 crore in  1977-78) (Table 4.2) as against 15.7 times
in nominal terms (i.e., from Rs. 234.70 crore in 1950-51 to Rs.
3678.20 crore in 1977-781. In per capita real terms, it increased
only by 2.5 times (i.e., from Rs. 13.13 in 1950-51 to Rs. 34.00 in
1977-78) (Table 4.3). Even its components—wages and salaries
and commodities and services—grew sluggishly in per capita
real terms. For example, per capita wages and salaries (in real
terms) increased from Rs. 6.39 in 1950-51 to Rs. 8.09 in 1960-
61, Rs. 15.51 in 1970-71 and Rs. 19.15 in 1977-78; on the other
hand, per capita expenditure on commodities and services
fluctuated. It decreased from Rs. 6.74 in 1950-51 to Rs. 6.48 in
1960-61 and increased to Rs. 15.35 in 1970-71; again it decreas-
ed to Rs. 14.85 in 1977-782. The growth of per capita expendi-
ture on commodities and services is somewhat less steep than
that of expenditure on wages and salaries (in real terms). We
need to determine now what proportion of GNP was consumed
by each of the components of consumption expenditure and
how much they have grown during the period under study.

Table 4.4 shows the ratios of wages and salaries, commodi-
ties and services and consumption expenditure to GNP at cons-
tant 1970-71 prices. What is remarkable is that during the past
14 years (i.e., from 1963-64) the ratio of consumption expendi-
ture remained only around 4 per cent. However, the ratio of
wages and salaries showed a slight increase, while that of com-
modities and services showed a slight decline, so that on balance
the ratio of consumption expenditure to GNP remained roughly
the same.
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TABLE 4.4

Consumption Expenditure as percentage of GNP: at 1970-71 Prices

(1950-51 to 1977-78)

Year As percentage of GNP
Wages and Commodities Total consumption
salaries and services expenditure

(H 2) (3)
1950-51 1.24 1.31 2.56
1951-52 1.22 1.15 2.36
1952-53 1.20 1.08 2.28
1953-54 1.20 0.94 2.14
1954-55 117 0.91 2.08
1955-56 1.14 0.87 201
1956-57 1.17 1.01 2.18
1957-58 1.29 1.47 2.76
1958-59 1.22 1.34 2.56
1959-60 1.2 1.21 2.42
1960-61 1.29 1.04 2.33
1961-62 1.24 1.19 2.43
1962-63 1-52 1.71 3.23
1963-64 1.77 2.68 4.45
1964-65 1.82 2.20 4.02
1965-66 1.97 2.37 4.34
1966-67 2.11 2.29 4.41
1967-68 2.03 2.02 4.05
1968-69 202 2.13 4.14
1969-70 1.99 2.06 4.04
1970-71 2.09 2.07 4.16
1971-72 2.33 2.44 4.77
1972-73 2.50 2.59 5.10
1973-74 2.52 2.11 4.63
1974-75 275 1.7 4.46
1975-76 2.71 1.88 4.59
1976-77 261 2.04 4.63
1977-78 2.32 1.80 4.12

Note: Totals may not tally due to rounding off.

It is easy to see that there are two distinct periods in the
growth of consumption expenditure:
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(i) 1950-51 to 1962-63 and (ii) 1963-64 to 1977-78. Upto 1962-
63,the ratio of consumption expenditure to GNP remained
around 2.5 per cent and thereafter spurted to 4.50 per cent. One
of the important reasons for this sharp increase seems to be the
shift in the level of defence expenditure. In the early 1960s
defence expenditure had been pushed up suddenly on account
of wars with China and Pakistan. As defence expenditure is
treated as consumption expenditure, it is not surprising that
consumption expenditure had shown rapid growth after 1963-64.
Further, the magnitude of defence expenditure never decreased
in the later period, due to one kind of threat or another.

Gross capital formation. Let us look at the other component
of final outlays, namely, gross capital formation. It consists of
gross fixed capital formation and changes in inventories. Its
proportion to total Central government expenditure has been
the highest during the Second Five Year Plan, and the lowest
during the Fourth Five Year Plan (Table 4.5). As of 1977-78,
it constituted 7.39 per cent and 7.09 per cent of the Central
government expenditure at current and constant 1970-71 prices,
respectively. It was 18.50 per cent (average) during the Second
Five Year Plan, 17.05 per cent (average) during the Third Five
Year Plan, but declined to 8.89 per cent (average) during the
Fourth Five Year Plan (at current prices). The decreasing trend,
as percentage of the Central government expenditure, should not
be construed as a decrease in absolute terms. Whether there was
a decreasing trend in consumption expenditure, should be consi-
dered either in terms of per capita or in terms of ratio to GNP
or in terms of both.

The real per capita gross capital formation did not undergo
much change during the period under study. Nor has it changed
significantly as a ratio of GNP at constant 1970-71 prices (see
Statistical Appendix Tables A.5 and A.7). A glance at Table
4.5 will show that its important component—gross fixed capital
formation—has stagnated during the period under study; the
only exception being the latter half of the Second Five Year
Plan and the whole of the Third Five Year Plan. Nor have its
sub-components, namely buildings and other construction and
machinery and equipment urdergone change (see Table 4.6).
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46 CeENTRAL GOVERNMENT EXPENDITURE

Therefore, one tends to feel that the Central government has
not given due importance to capital formation.

But such a feeling merely on the basis of capital formation
in the Central government is not appropriate. For, substantial
disbursements are made by the Central government to the rest
of the economy, namely, State governments, Union Territories,
and departmental and non-departmental undertakings for build-
ing up capital asscts. Therefore, to assess the expenditure on
the promotion of capital formation, one should examine the
capital formation that has taken place out of budgetary resources.

Gross capital formation out of budgetary resources. It can be
seen from Table 4.7 that gross capital formation out of budge-
tary resources as a percentage of GNP, at 1970-71 prices,
increased significantly from 1.53 per cent in 1950-51 to 6.31 per
cent in 1977-78. Here again the maximum growth of capital
formation took place during the latter half of the Second Five
Year Plan and during the Third Five Year Plan. During the
Fourth Five Year Plan, it slightly declined. However, while gross
capital formation in the Central government remained roughly
constant, capital “transfers”” to the rest of the economy, i.e.,
grants for capital formation, loans for capital formation, invest-
ments in shares of government concerns, etc., have increased
significantly. The maximum increase was in loans for capital
formation and investments in shares of government concerns.
Therefore, any conclusion that the Central government did not
pay enough attention to build up capital assets would be
unwarranted.

Transfer Payments

Transfer payments are of two types: (i) current transfers and
(ii) capital transfers. Current transfers relate to grants to States,
Union Territories and local authorities; interest payments; sub-
sidies; and pensions. Capital transfers refer to grants to States,
Union Territories, non-departmental undertakings, local autho-
rities and others; gratuities and commuted value of pensions;
compensation paid to displaced persons; and other capital trans-
fers. In 1977-78, both types of transfers together accounted for
36.25 per cent of the Central government expenditure (at current
prices), while current transfers accounted for 31.22 per cent and
capital transfers for 5.03 per cent.
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By definition, transfer payments add to the income of others
and do not involve direct demands for goods and services on the
part of the government. Along with taxes, they are generally
taken to affect the distribution of income in the country. Such
a view would have been tenable here had we been considering
the combined expenditure of the Centre, States and local authori-
ties, in which case inter-governmental transfers would have
been eliminated. A large part of the transfers to the lower levels
of government would have been spent on goods and services
and thus would reflect demand for goods and services by the
government sector. Even interest payments in the Indian context
g0 mainly to the banking system and other financial institutions.
Only the rest of the transfers going to the households would
have a direct impact on income distribution. Under these
circumstances, we must confine ourselves to those transfers that
straightaway go to individuals or groups of individuals, e.g.,
subsidies and pensions. Subsidies and pensions account for
25.39 per cent of transfer payments and 9.54 per cent of total
Central government expenditure (at current prices).

Interest Payments. Interest payments connote interest on
the national debt excluding interest charged to departmental
undertakings. But for the exclusion of interest charged to
departmental undertakings, they are treated on a gross basis,
i.e., no deduction is made for the interest receipts of the govern-
ment. Interest payments at current prices increased from Rs.
32.00 crore in 1950-51 to Rs. 125.70 crore in 1960-61, Rs.431.60
crore in 1970-71 and Rs. 1340.10 crore in 1977-78 (Table 4.8),
that is, they increased by 42 times during the study period (13
times at constant 1970-71 prices).

As a percentage of GNP at 1970-71 prices, they increased
from 0.33 per cent in 1950-51 to 1.51 per cent in 1977-78. How-
ever, their share in GNP has been more than 1.00 per cent
during the last 13 years of the period and the increase has been
gradual. We may identify briefly those to whom interest pay-
ments have been accruing. Since a sizeable portion of the public
debt is external, a good share of interest payments goes to
foreign parties. As for the internal public debt, a major part
of which is held by public financial institutions, the percentages
of interest payments accruing to different institutions on the one
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hand and to the household sector on the other hand could be
worked out on the basis of surveys of the ownership of public
debt carried out by the Reserve Bank of India. However, for
lack of the necessary data, it is not possible to apportion the
interest accruing to the institutions and that accruing direc-
tly to households among individuals or households in different
income groups. This is an interesting study which, however, we
will not pursue here.

Subsidies. Subsidies are the funds disbursed in support of one
commodity or another through a reduction in its cost or price;
their basic objectives scem to be the promotion of some form of
economic activity and improvement in the distribution of income.
As of 1977-78, they constituted 8.59 per cent of the Central
government expenditure, and 23.69 per cent of transfer payments
(current and capital transfers) at current prices. They increased
from Rs. 26.10 crore in 1950-51 to Rs. 30.70 crore in 1960-61,
Rs. 94.20 crore in 1970-71 and Rs. 1286.80 crore in 1977-78
— an increase of 49 times during the study period. At constant
1970-71 prices they increased by about 15 times (Table 4.8).

As a percentage of GNP at constant 1970-71 prices, they
grew from 0.27 per cent in 1950-51 to 1.45 per cent in 1977-78
(Table 4.9). Broadly speaking, the growth of subsidies was
rapid during the last fifteen years (i.e., from 0.42 per cent of
GNP in 1962-63 to 1.45 per cent of GNP in 1977-78). The
mere fact of the increasing share of subsidies in GNP is
not bad in itself. What is important is the purposes for
which they have been given and to whom they have accru-
ed. If they are extended for correcting external effects, meeting
“merit” wants, helping to generate increasing returns, pro-
moting growth and redistributing incomes, it is easy to justify
them. Thus it is necessary to determine if they are being utili-
sed for the objectives for which they are intended. Moreover,
the increasing magnitude of subsidies reduces the budgetary
resources available for other purposes and causes concern
among policy-makers. The Sixth Five Year Plan 1980-85, there-
fore, observes that ““it is essential to ensure that these subsidies
are kept within reasonable limits in order to release resources
for development3. The Committee on Controls and Subsidies
points out that “‘all subsidies should have a well defined period
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of validity, say, three years and before any subsidy is extended
beyond its stipulated life, a review of the costs and the benefits
of the subsidv should be placed before Parliament by the Mini-
stry/Department administering the subsidy”. To ascertain
whether subsidies are really promoting the purposes for which
they were distributed is a separate study by itself.

TABLE 4.9

Interest, Subsidies and Pensions as Percentage of GNP at 1970-71 Prices
(1950-51 to 1977-78)

(Per cent)

Year Interest Subsidies Pensions
()] ) (3)

1950-51 0.33 0.27 0.18
1951-52 0.43 0.63 0.18
1952-53 0.45 0.33 0.18
1953-54 0.44 0.07 0.17
1954-55 0.51 0.07 0.18
1955-56 0.54 0.23 0.13
1956-57 0.52 0.13 0.11
1957-58 0.60 0.46 0.11
1958-59 0.62 0.17 0.09
1959-60 0.79 0.18 0.10
1960-61 0.84 0.21 0.10
1961-62 0.90 0.21 0.12
1962-63 0.98 0.42 0.11
1963-64 0.97 0.29 0.09
1964-65 0.94 0.27 0.09
1965-66 1.09 0.20 0.09
1966-67 1.23 0.75 0.09
1967-68 1.14 0.48 0.08
1968-69 1.16 0.15 0.09
1969-70 1.12 0.26 0.09
1970-71 1.08 0.23 0.11
1971-72 1.17 0.32 0.12
1972-73 1.26 0.43 0.11
1973-74 1.18 0.61 0.10
1974-75 1.13 0.60 0.14
1975-76 1.31 0.64 0.16
1976-77 1.51 1.19 0.15

1977-78 1.51 1.45 0.16
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However, it is interesting to know for which purpose/func-
tions they have been extended. Table 4.10 shows such distribu-
tion. It can be seen that as of 1977-78 a substantial portion
(59.5 per cent) of subsidies went to economic services, namely,
agriculture, industry, transport and communication and others,
followed by consumption subsidies (40 per cent) and social servi-
ces (negligible). Even during the period 1965-66 to 1977-78, in
a number of years (1965-66, 1966-67, 1968-69, 1969-70, 1970-71,
1971-72 and 1977-78) economic services claimed the major
share. Within the subsidies to economic services, the share of
industry has been quite substantial in all the years. However,
this includes subsidies for exports also. The share of agriculture
per se has not been very high. Consumption subsidies also have
been substantial and generally increased from 1967-68 to 1974-
75. Since then they have been falling (Table 4.10).

Furthermore, in absolute terms, subsidies to industry have
been phenomenal. They increased from a paltry sum of Rs.
43 crore in 1965-66 to Rs. 499 crore in 1977-78 (at current pri-
ces), while subsidies for other purposes were negligible until
1976-77 (Table 4.11).

Yet another interesting finding ‘is that a substantial amount
of subsidies has gone to export promotion. For example, subsi-
dies for export promotion at current prices increased from Rs.
46 crore in 1966-67 to Rs. 327 crore in 1977-78. Subsidy for
food is among the important subsidies. In 1977-78, its share
was only about 39 per cent, but in several of the earlier years,
it claimed the major share of subsidies—i.e., 62 per cent in
1967-68, 57 per cent in 1972-73, 70 per cent in 1973-74 and
1974-75 and 53 per centin 1975-76 and 1976-77. However, a
very large part of the subsidies is benefiting urban consumers.
If this fact is considered along with the fairly low share of sub-
sidies going to agriculture, it will be seen that the share of sub-
sidies going to rural population is fairly low (Table 4.12).

Pensions. Pensions are another important category in current
transfers. They accounted for 0.95 per cent of the Central go-
vernment expenditures and 2.61 per cent of total transfer pay-
ments in 1977-78. They increased by 8.01 times at current prices
i.e., from Rs. 17.70 in 1950-51 to Rs. 141.80 crore in 1977-78)
and 2.5 times at constant 1970-71 prices (i.e., Rs. 33.71 crore
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in 1950-51 to Rs. 83.00 crore in 1977-78) during the study
period. But as a percentage of GNP, they declined from 0.138
per cent in 1950-51 to 0.09 per cent in 1962-63 and increased
gradually to 0.16 per cent in 1977-78.

Capital transfers. Having discussed the current transfers, a
word about the capital transfers may be warranted since they
constitute a sizeable portion of transfer payments (14 per cent)
and 5.04 per cent of the Central government expenditure in
1977-78 at current prices. Thev comprise grants for capital for-
mation (to States and Union Territories, non-departmental
commercial undertakings, local authorities and others), gratuities
and commuted value of pensions, compensation paid to displa-
ced persons and other capital transfers. Their growth has been
very rapid. From a paltry sum of Rs. 6.00 crore in 1950-51,
they increased to Rs. 68.70 crore in 1960-61, Rs. 193.30 crore
in 1970-71 and Rs. 754.60 crore in 1978-79 (at current prices)
—an increase of 125 times during the study period. They con-
stituted hardly 0.06 per cent of GNP in 1950-51, but grew to
0.85 per cent in 1977-78%. The main reason for this is that the
grants for capital formation to the States, Union Territories,
non-departmental commercial undertakings, local authorities,
etc., have increased tremendously.

Financial Investments and Loans to the Rest of the Economy

As mentioned earlier, these expenditures supplement the curr-
ent and capital receipts of other sectors. They consist of (a) in-
vestments in shares of government concerns, (b) loans for capital
formation (to the States, local authorities and non-departmen-
tal commercial undertakings and others), (c) subscription to
international financial organisations and (d) net purchase of
gold and silver. In 1977-78, they constituted 31.82 per cent of
the Central government cxpenditure (i.e., Rs. 4767.70 crore) at
current prices. They were Rs. 72 crore only in 1950-51, but
gradually grew to Rs. 570 crore in 1960-61, Rs. 1955 crore in
1970-71 and Rs. 4767 crore in 1977-78: an increase of 66 times
during the study period, at current prices (Table 4.13). At con-
stant 1970-71 prices they increased from Rs. 137 crore in 1950-
51 to Rs. 1036 crore in 1960-61, Rs. 1956 crore in 1970-71 and
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Rs. 2791 crore in 1977-78: an increase of 20 times during
study period.

It may be noted that much of the increase was on account
of (a) grants for capital formation and (b) loans for capital
formation. They together accounted for 61 per cent of the
financial investments and loaus to the rest of the economy in
1977-78. One can see two distinct periods in the growth of
financial investments and loans to the rest of the economy: (i)
1950-51 to 1961-62 and (ii) 1962-63 to 1977-78. It was during
the second period that investments in government financial con-
cerns and loans for capital formation spurted tremendously.

Functional Classification

In order to understand the purposesto which expenditure has
been devoted, classification by functions is necessary. Functio-
nal classification illuminates the priorities accorded by govern-
ment. Unfortunately, data on functional classification are not
available for the entire period under study. For the period prior
to 1965-66, all that is available are the data on broad classifi-
cation of functions relating to Revenue Account—as presented
to Parliament. Neither the Ministry of Finance nor other
agencies like the Reserve Bank of India and the Central Stati-
stical Organisation, Government of India, attempted a de-
tailed functional classification prior to 1965-66. If we had pro-
ceeded only on the basis of the economic and functional
classification carried out by the Ministry of Finance, we would
have studied only the period 1965-66 to 1977-78. But on account
of a study made by NCAER in 1960, it was possible for us to
cover 1957-58 and thereby study changes over a much longer
period than otherwise would have been possible.

We have classified expenditure as follows: (i) defence ser-
vices, (ii) general services other than defence, (iii) social services,
(iv) economic services and (v) unallocable services. During the
period 1957-58 to 1977-78, there has been a significant shift in
the priorities accorded to various purposes. Defence services
which accounted for 8 per cent of the Central government ex-
penditure in 1957-58, accounted for 17 per cent of the total in
1977-78. Similarly, economic services accounted for 50 per cent
in 1977-78 as against 35 per cent in 1957-58. The shift in fa-
vour of social services is aiso substantial (Table 4.14).
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On the basis of shifts in priorities the entire period may be
divided into three sub-periods: (i) 1957-58 to 1965-66, (ii) 1966-
67 to 1972-73 and (iii) 1973-74 to 1977-78. Period one is marked
by shifts in favour of economic services, social services and
defence services; period two is marked by status quo in priori-
ties; and period three is marked by a mild shift in priorities
towards mainly economic services.

Insofar as the period 1957-58 to 1965-56 is concerned, the
shares of economic services, social services and defence services
in the Central government expenditure increased from 35 per
cent to 50 per cent, 4 per cent to 8 per cent, and 8§ per cent
to 21 per cent, respectively, while those of general services
other than defence and unallocable services declined from 18
per cent to 7 per cent and 35 per cent to 13 per cent,
respectively.

In the second period, that is, 1966-67 to 1972-73,, there was
no marked shift in the shares of various functions in the Central
government expenditure: defence services accounted for roughly
20 per cent, social services for roughly 6 per cent, economic
services for roughly 44 per cent, unallocable services for roughly
21 per cent and general services other than defence for the rest.

In the third period, 1973-74 to 1977-78, there was upward
shift in the share of economic services and downward shift in
that of defence services, and near status quo in those of general
services other than defence, social services and unallocable
services. The share of economic services in the Central govern-
ment expenditure increased from 39 per cent in 1973-74 to 50
per cent in 1977-78, while that of defence services declined from
20 per cent to 17 per cent. It seems that economic services
gained at the expense of defence services since the shares of
other services remained roughly the same from 1973-74 through
19717-78.

Looked at from the point of view of percentage shares in
GNP, the prioritics had undergone some change (Table 4.15).
In the period 1957-58 to 1965-66, the shares of defence services,
economic services and social services went up while those of the
remaining went down. The maximum increase was in the case
of defence services by 1.23 per cent. In the second period (1966-
67 to 1972-73) the priorities did not change, except for a slight



CENTRAL GOVERNMENT EXPENDITURE

66

‘jJo 3uIpunor 03 anp Af[e) J0u AW S[BJOL, : 2JON
"3|qE[IBAR JOU AT BIBP ‘$I-p961 OF 65-8S61 WOIJ SIBIA oY) 10

SL91 99°'¢ £E'8 801 88°0 6L'C 8/-L161
691 9¢°¢ 88°L el orr S0°€ LL-9161
86°S1 $6'C SS°L 0°1 e [ X% 9.-SL61
eVl e br'9 L8°0 880 L6°T SLvL6I
(S R4t Lyt 89°¢ 801 1671 16°C PLEL6]
891 LE'E SO°L vl 8S°1 g €L-7L61
s'SI 9t 819 SO'f 9Tl Iv'€ L-TL61
06°¢l v8°C ws 160 9¢°1 18°T 1L-0L61
TLel 69°C y6°S £8°0 (4] £€0'€ 69-8961
174! £6'C w9 98°0 9’1 86°C 89-/961
149A 9I'¢ L9°L [ 96°1 i z4l% £9-996T
00°01 8T'1 +0°S 780 L0 11°C 99-5961
96°CI 06'v 6¢Y €50 yee 88°0 86-LS61

9) ) (2] €) @ (1

§3214438 0u3fap uvy | 43110 $9214428
1oL 21qp2a0j i) $321443S 1UOUOIT §30214438 V1208 §2014435 1042420 2ou3faq avag

[SUELIRER ¢

«(8L-LL6L O} 8S-LS6I)

S3011d TL-0L61 18 AND JO WD 9 g st uonoun, Aq aInypuddxy

SI'y A41dV.L



THE STRUCTURE OF GOVERNMENT EXPENDITURE 67

decline in the share of social services, economic services and de-
fence services. I[n the third period (1963-64 to 1977-78), the
share of economic services alone increased by 2.65 per cent
while those of defence services, social services and unallocable
services remained roughly constant and services other than
defence went down by 0.63 per cent.

The noticeable fact is that during the two decades 1957-58
to 1977-78, economic services claimed the major share followed
by unallocable services, defence services, general services other
than defence and social services. In recent years, particularly
since 1973-74, expenditure on economic services has increased
faster than the average on all services while the expenditure on
defence services has increased at a slower rate. This indicates
that development has been accorded a higher priority than de-
fence, contrary to the impression in some quarters

What has been the patttern with regard to individual com-
ponents of these services? Table 4.16 indicates the trend concer-
ning the important components of social services and economic
services and their percentage shares in GNP at 1970-71 prices.
It can be seen that during the past 20 years, substantial shifts
had taken place in medical and public health and other social
services. The percentage share of education remained roughly
constant. With respect to economic services, there has been
some year to year change in the shares of agriculture and indus-
try during the period. For example, the share of agriculture
in GNP increased from 0.55 per cent in 1957-58 to 1 per cent
in 1965-66, and increased in the next year itself to 1.85 per cent.
But since then it continued to be around 0.8 per cent until 1970-
71. However, after 1972-73, it remained at 1 per cent level.
With respect to industry, its share increased from 1.45 per cent
in 1957-58 to 2.68 per cent in 1966-67; remained roughly con-
stant at 1.8 per cent level until 1973-74 and increased to 3.34
per cent in 1977-78. Transport and communications declined
from 2.62 per cent in 1957-58 to 1.42 per cent in 1965-66, and
continued to remain around that level since then. On the whole,
it may be said that the share of expenditure on education chan-
ged little during the two decades 1957-58 to 1977-78 while those
on medical and public health and other social services increased
slightly. This means that expenditure on social services as a
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whole did not rise much faster than GNP, A plausible expla-

nation is that these expenditures are undertaken in the main by
the State governments.

NOTES

1. See Appendix Table A.4.
2. See Appendix Table A.5.

3. Government of India, Planning Commission, (1981), Sixth Five Year
Plan, 1980-85, p. 67.

4. Government of India, Ministry of Finance, (1979), Report of the
Committee on Controls and Subsidies, (May), p. 114,
5. See Appendix Table A. 6.





