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PREFACE

This Report for the year ended March 2003 has been prepared for

submission to the President under Article 151 of the Constitution.

The Report includes matters arising from test audit of the Finance Accounts
and the Appropriation Accounts (excluding Railways) of the Union
Government for the year ended March 2003. The observations arising from
the audit of various financial transactions as well as performance audit of
the Ministries have been included separately in Report No.2, No.3, No.14
and No.15.

Separate Reports are also presented to Parliament for Union Government:
Autonomous Bodies (No.4), Scientific Departments (No.5), Defence
Services — Army and Ordnance Factories (No. 6), Defence Services-Air
Force and Navy (No. 7), Railways (No. 8 and 9), Indirect Taxes - Customs
(No. 10), Central Excise (No.11) and Direct Taxes (No. 12 and 13).






UNION GOVERNMENT FINANCES AND ACCOUNTS : 2002-03

HIGHLIGHTS

This Report discusses the finances of the Union Government and trends in the
major fiscal indicators over two Plans i.e., VIII (1992-1997) and IX (1997-
2002) and the two most recent years. It also contains an analysis of the
Appropriation Accounts for 2002-03.

» The year 2002-03 ended with a deficit in the Consolidated Fund of
India amounting to Rs 38894 crore and a surplus in the Public Account
amounting to Rs 37011 crore.

The revenue deficit in 2002-03 was Rs 109765 crore while the fiscal
deficit amounted to Rs 134588 crore. The fiscal deficit amounted to
5.49 per cent of Gross Domestic Product while the revenue deficit
constituted 4.48 per cent of GDP.

‘(f

» The total receipts of the Union Government in 2002-03 amounted to
Rs 1140450 crore. The Government’s own receipts were Rs 397844
crore constituting 35 per cent of total receipts. The balance came from
borrowings and Public Accounts Receipts.

» Total non-tax revenue in 2002-03 amounted to Rs 139682 crore. There
was a sharp increase in the relative share of dividends and profits in the
year. Non-tax revenue grew at an average rate of 14.27 per cent
during 1985-2003.

» The total disbursement of the Union Government increased from an
average of Rs 433716 crore during the VIII Plan to Rs 1142333 crore
in 2002-03. The average annual long term trend growth during 1985-
2003 at 11.65 per cent was lower than the rate of growth of GDP.

» Capital Expenditure in 2002-03 was Rs 30497 crore while Revenue
Expenditure was Rs 409591 crore. The Capital Expenditure and Loans
and Advances grew at a lower rate of 7.15 per cent and 6.80 per cent
during 1985-2003.

» The share of plan expenditure in total expenditure remained nearly
stagnant during 1985-2003. As against a long-term average of 22.88
per cent of total expenditure during 1985-2003, its share only
moderately improved to 23.40 per cent in 2002-03.

it



» The overall social expenditure of the Union Government increased
from an average of Rs 6903 crore during the VIII Plan (1992-1997) to
Rs 21,810 crore in 2002-03. The long-term trend rate of growth in
expenditure on social services was 15.31 per cent (1987-2003).

» Aggregate fiscal liabilities-GDP ratio peaked during 1991-92 when it
reached 65.43 per cent of GDP. This ratio decelerated to an average of
60.72 during the VIII plan (1992-1997) and further to an average of
58.90 per cent during the IX plan (1997-2002). In the last three years,
fiscal liabilities — GDP ratio witnessed worsening trend and reached
63.16 per cent of GDP in 2002-03.



Ch_:zipter 1

UNION GOVERNMENT FINANCES — AN OVERVIEW

1.1 This chapter provideé a broad perspective of the finances of the Union
Government during 2002-03 and analyses critical changes in the major fiscal

aggregates during 1985-2003.

1.2 Table 1.1 summarises the position of the finances of the Union
Government, covering the budget estimates and actuals in terms of revenue
receipts, capital receipts, public account receipts, and total disbursements.
- There were significant varations between most of the budgeted figures and

the actuals.

Table 1.1: Union Government Finances 2002-03 - Budget and Actual

{Rupees in crore)

2002-03

Budget Estimates ?f::}l;uii Budget : Def:_l:gon D;\’iation*
. | : | Estimates | Actuzls - |- g, dget er cen{
Total Receipts of the Union Government (7+8) 984787 977801 1084328 106527 10.89
2 |Revenue Receipts . 265279 314157 299826 -14331 4.56
Tax revenue ' 134219 174565 | - 160144 -14421 -8.26
Non-tax revenue 131060 139592. 139682 90 - 0.06
3 |Miscellaneous Capital receipts 3646 12000 3151 -8849 -7
4 |Recovery of Loans and Advances 20733 20080 38745 18665 92.65 -
5 jTotal revenue and Non Debt receipts (2+3+4) 289658 346237 341722 -4515 -1.30
6 |Public Debt receipt 436689 434462 435371 909 0.21
"7 {Total receipts in the CF1{5+6) - 726347 780699 777093 -3606 0.46
& |Public Account Receipts 258440 197102 307235 110133 " 55.88
9 [Total disbutsement by the Union Government S o . :
(15+16) o 983292 977802 1086211 108409 1109
10 [Revenue Expenditure 375582 410918 | - 409591 -1327 -0.32
11 |Capital Expenditurc 31295 42283 30457 -11786 -27.87
12 |Loans and Advances 38614 31536 36222 4686 14.86
13 |Total expenditure of the Union Government . : ) -
~|(10+11412) ' 445491 484737 476310 -8427 -1.74
14 [Repayment of Public Debt 321725 321155: | 339677 18522 577
15 |Total disbursement out of the CFI (13+14) 767216 805892 BIS9BT 10095 1.25
16 |Public Account Disbursement 216076 171910 270224 98314 57.19
17 [Revenue Deficit (10-2) 110303 | . 96761 109765 13004 . 13.44
18 |Fiscal Deficit (13-5) 155833 138500 . 134588 -3912 | <282

* Deviation is estimated as (Budget Estimates-Aetuals)/Budget Estimates x 100

1.3 The imbalances in revenue account were reflected in revenue feéeip’fé,
which fell short of the budget estimates by Rs 14,331 crore. Within revenue
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receipts, tax revenue was less than the budget estimates by over 8 per cent.
The target of realisation of Rs 12,000 crore from disinvestment could not be
achieved and a shortfall of 73.74 per cent was recorded under miscellaneous
capital receipts. Recovery of loans and advances exceeded the budget
estimates which helped in reducing the overall shortfall in total non-debt
receipts. There was a sharp cut-back in capital expenditure and actual
expenditure was 27.87 per cent lower than the budget estimates. Shortfall in
realisation of budgeted revenue receipts without any corresponding reduction
in revenue expenditure resulted in revenue deficit exceeding the budget
estimates by 13.44 per cent. Revenue deficit was 4.48 per cent of GDP. Fiscal
deficit was, however, less than the budget estimates largely because of higher
recovery of loans and advances and a shortfall in capital expenditure.

Reporting Parameters

Fiscal aggregates like tax and non-tax revenue, revenue and capital expenditure, internal and
external debt, and revenue and fiscal deficits have been presented as percentage to the GDP at
current market prices. The New GDP series with 1993-94 as base as published by the Central
Statistical Organisation and indicated in Economic Survey 2002-2003 has been used.

For tax revenue, buoyancy estimates are given. The buoyancy indicates the responsiveness of
a tax to percentage changes in the tax base. Here, buoyancies have been calculated with
reference to the GDP series mentioned above.

For most series a Trend growth during 1985-2003 has been indicated. Further, trend growth
over the VIII Plan (1992-97) and the IX Plan (1997-2002) has also been indicated. W hile
calculating these growth rates the first year of the Plan has been taken as the base year to
estimate inter Plan growth rates. This process eliminates the “low base bias” of the year
immediately preceding the plan. Annual growth has been indicated for the two most recent
years, i.e. 2001-02 and 2002-03.

For most series, ratios with respect to GDP have also been indicated. As in the case of growth
rates, average ratios have been used for the period 1985-2003 and Plan periods separately for
the VIII and IX Plans. Annual ratios of the two most recent years have also been indicated.
For per capita expenditure on Social and Economic services, mid- year estimates of population
as given by National Accounts Statistics, 2002 have been used. For converting the
expenditure at 1993-94 prices GDP deflators have been used.

Union Government Finances 1985-2003 - Some Key Parameters

1.4 A detailed analysis of the Union Government’s finances covering
revenue receipts, expenditure, fiscal imbalances and fiscal liabilities are
contained in Chapters 2 to 5 of this Report. An overview of the key
parameters is presented below.

Revenue Receipts

1.5  Table 1.2 indicates the rate of growth and relative share as percentage
to GDP of the tax, non-tax and total revenue receipts (net of share of the States
in Union taxes) during 1985-2003, the VIII and IX Plans (1992-1997 and
1997-2002 respectively) and the two most recent years.

2
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Table 1.2: Key Parameters of the Union Government Revenue Receipts

_ LTSRN S I a (pefcf’n_U
| - Pérﬁgd I T.ay_c_ Revenue B .___Nl__lrrnr.'f\‘ax Revenue Tst;ﬁi iﬁ;‘;ﬁ;ge Of._: CIDTP
. LELD . R R . L . Growtlh
S Y-V I S SR S A B _
19852003 1275 | 911 " 1427 [ 595 | 1337 | 1263 | 1442 |
VIIPLan (1992-1997) |- 1589 | 932  14.66 | 594 | 1561 | 1271 | 16.54
X Plan (19972002 © | 9.00 | 8.65 | 800 | 604 | 812 | 12:36 | 10,64 |
foor02 - -] 082 | 815 [10.02 | 5710 361 [ 1155 [ 911 |
00003 - - | 1561 | 882 | 658 | 570 [.1302 [ 1223 | 675
‘A:- Rate of growth - S B Relative Share as percenfaggz to GDP

1.6 It would be observed that the average annual trend rate of prowth of
revenue receipts (including the tax and non-tax receipts) was comparatively
lower than the growth of GDP: There was: a deceleration in'the growth rates:
during the IX Plan (1997-2002), though: they picked up :in-the current year.
The ratio of tax receipts to GDP declined frotha trend average-of 9.32 per cent:
during the: VIII Plan (1992-1997) to:8.82 per cent in 2002-03. Total revenue
receipts. of the Union as-percentage-to GISP also declined to12.23 per cent in
the "current year froman -average of 12.71. per cenr during the VI Plan
(1992-1997). The non-tax revenuc'of the Union Government- also recorded a:
lower trend growth and its share relative-to GDP decled to 5.70 per cenf in.
the current year. While the average rate of interest on loans and advances was
maintained above the average cost of borrowings, rcturn on investment and
recovery of user charges from social and economic services remamned poeor.

1.7 Tax revenue (inclusive of the States” share) of the Union witnessed a
buoyancy of 0.884 during 1985-2003 indicating that for cach percentage point

increase in GDP, increase i tax revennc. was only 0.88 per cent. While direct
taxcs had a buoyancy greater than one, lower buoyancy of indirect taxes (both
customs and excise dutics), that accounted for nearly three fourths of the total
tax revenue, resulted in overall lower buoyancy for the gross tax receipts.

Expendityre

1.8  The Union Government’s total éxpenditure (Table 1.3} also reflected a
similar position. Rate of growth of total expenditure declined from a long-
term average of 12.73 per cent {1985-2003) to 8.86 per cent during the
IX Plan (1997-2002) and further to 6.92 per cent in the current year. Total |
expenditure-GDP ratio also declined from a trend average of 20.01 during
1985-2003 to 19.43 per cent in the current year. Capital expenditure witnessed
significant volatility, but average annual growth of this component of -
expenditure remained lower, except in 2001-02. In the current year, there was
a decline in capital expenditure. Relative to GDP, its share fluctuated but the
. rate of shift in its relative sharc was negative. This was also true of loans and
advances. There continucd to be a non-plan revenue deficit since 1990-91.

3
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“~Table 1.3: Key Parameters of 7thé"U"ni0n‘ Government Expenditure

| - (per cent)
Peric d". ' Revenue ) Capntal  Loans and Total
- reried. Expenditure - EXpel]dltl.lre "~ Advances . Expenditure -
e A eiboa Bl A LB | A OB
19852003 - 1443 | 1614 | 7.15 | 1.68 | 680 1 2.18 | 12.73 |-20.01.
VI Plan (1992-1997) - | 14.64 1551 | -844 | 1.89 1191 {226 | 11.87 | 19:66-
IX Plan (1997-2002) - 1040 | 1631 | 922 | 137 | -3.427) 1.83 . . 8.86 /[ 19.50
2001-02 - - | 961 | 1636 |23.08 | 1.36 | 39.09 | 168 | 1254 |'19.40°
20203 [ 906 ] 1671 | -255 | 124 | 619 | 148 | 692 | 1943
A: - Rate of Growth . . ' B: Relafwe Share as percentage to GDP o
Fiscal Imbalanees |

_1 9 Flscal unbala.nces not only: connnued to ‘be persment hiit - were
-51g111ficant in’volume. Revenuc and. ﬁscal deficits of the Union Govemmcnt _
over the years showed no signs of any s;gmﬁcant contraction relatwe to- GDP.
There was an increase in the revenue deﬁmv’GDP ratio from an average of
2.80 per cent during the VIII Plan (1992- 1997) to an average of 3.94 per cent

- during, the IX Plan (1997- 2002) Fiscal deﬁcnﬁGDP ratio also mcrcascd ‘from
an average of 6. 04 per cent durmg the VIII Plan to.an average of 6.23 ; per cent
during the IX Plan. There was, however, a moderate improvement in these
parameters in the currcnt year. “The more distarbing trend, however] was a -
continuous lnuredbe in the ratio of revenue deficit to fiscal deficit. Revenue
deficit from an average of 46.26 per cent of fi scal deficit durmg, the VIII PIan
(1992—1997) increased to 81.56 per cent in 2002-03. (Table 1.4) ~

T abﬂe 11 4 Ratm of Re\ cnue and F;scal Deﬁcnt te GDP

o (percem) _. .
 Peried - R.ey'enlue:. .Fi.st:a;ll _[Revenue Deficit as o
AN R - ). Deficit Deficit % to l' iscal I)efic:ﬁ
Arogsao0s. 351 . | 631 |  55.66
VI Plan (1992-1997) 2.80 6.04 46,26
IX Plan (1997-2002) 3.94 623 63.26
] __,.;-200.1—_02 o F a0 | -679 | 08
o poszes W~44§*‘H§3_9”M 8156
]Fnscai Lnabnlntles h '

1107 The- bro.id pdrametcre of the aggregate ﬁqeal hablhtles of the Umon
Government are presented n Iable 1 5 below o :



Union Government Finances - Ari Overview

Table E S Charactenshcs of: the Union Govemment Fuscaﬂ Lnabnlmes

(per cent). .
o : s Lopegr s |- | Ratio of Debt
oL oo o oo ol Total Liabilities/ | - Average .
“Period Rateol Growih ofl " GDP Ratie Rate of R“’“’m"“‘*” Debt
S nj_al Lnabll;hes _ _ Interest Recenpts
1985-2003 - | 14:65 S 6010 0 1 844 -} 9387
VIII Plan {1992_1997):_ Jfore -1:2748 R _Z o 60.72 s 7.91. Tl 930
D;p]an(1997_zng) B 11.85 i 5890 9.06 | . 9470
 laoo102 . o "__'_f1”2'9?' -] 6095 _. 922 91.73
- 2002 63 . . ] 10 62 . 6316 - 8.90 J 97.87

*Debr repaymenr mcludes the prmc;pai and interest paid during the period

1 11 Durmg 1985 2003 the aggregate ﬁscal hablhtws of - the Union
- Govermmient remained a little over 60 per cent of GDP. Though the rate of

growth in aggregate liabilities indicated a decelerating trend,.the ratic of =

liabilities to GDP did not benefit from this deceleration as in the later period
GDP growth itself witnessed a deceleration in-nominal terms. In the last two -

years, the fiscal liabilities to GDP ratio significantly worsened. Further, average

' rate of interest on. the outstanding liabilities contimied to move upwards froman - -
~average of 7.91 per cent during the VIII Plan (1992-1997) to an average of 9.06 -~
- per cent dunng the IX Plan (1997-2002). There was a moderate decelerationin -~

- average interest rate to 8.90 per cent in the current year, but due to-a Iarge debt .

" overhang, any significant decline in average interest rate consequent. upon its- -
- general southward trend may be.unlikely. Further, nearly the entire gross.debt . -

. reéceipts ‘were used. for debt redemption, mcludmg the principal and interest,

leaving only a fraction for other uses. Larger revenue deficit was also erodmg

. the"assets back-up for the aggregate liabilities of the Union Govemment whnch
had declmed to less: than 45 per cent by 2002 03. .

112 Table 1 6 md1cates the p051tnon of unreconcﬂed balances for the last ﬁve}-_

~ years. The net. cumulative. differerice of Rs 61 croré with RBI balarices, was
mainly due to (i) non-receipt/delayed receipt of bank. scrolls;- (ii) mon-
recelptfdelaycd receipt of clearance memos and: mter—govemment adjustments_-
and (1i1) mlstakes in. statements/mlsclassnﬁcatlon i accounts remalnmg.
unreconcxled : :

e Tafbllé i_..zﬁ:_UnrQC6nbiled'hﬁlances AR
T s - (Rupees in crore}

PR R " . Deposits with RBT .~ . B

- Year Accnrdmg to Fmance Acléoi'ding to RBI - Ibifférénce'-
Accounts _ S - :

199899 . .}~ . o 3525 . 2927 ST L 598

71969-2000° | .- - 2661 - .| - . 2223 | . 438 -

300001 . | .. - -388 . | - . 3623 - | . 2357 |

200102 | 533 o s [ 209

2002 03 S _'.'-_'._34'}'0'- . 3531. T - 61-

L 13 The RBI is the banker of: the govermnent and other authonsed pubhc
sector -banks- - fiinction as the RBI’s agents while handling govemment

5



- payments, which cannot be booked to a final head of accournt due to lack of.

. The CAG'S Report on
" Union Government Accounts 2062037

transactions. -In: government. -books; : certain. -transactions. of. receipts and

 nformation about their nature or-for other reasons, .are booked in intermediate

‘heads of dccount known as ‘suspense heads’ pendmg their final classification.

‘Table 1.7 presents outstanding balarices under suspense heads as on.31. March
2003. The quality of maintenance of accounts needs to be improved to ensure

that the balances in the suspense heads are kept to the bare minimum and to
Sultably 1nd1cate the reascns 1n the Fi inance Accounts at respective places

L

Talb]le LT O.Htsttamdmg lba:mnees unsﬂer 1"’]12]0]1' suspense heads

Net Baignce as on 31 March

o Rupees in crore}

[ _ : ]
E SN | edsofaccomnt | s - 2000 ! 2001 | 20020 | 2003 |
L1 ESuSpense(PAOSuspense) 'Dr. - 1011 ‘Cr. 28111 Dr 31875 |Dr. 565.12 |Dr. 114503 °
| 2. |Suspense Accounts (Civil) Dr. 52689 [Dr. 79484 [Dr. 50694 |Dr.  289.94 IDr.  650.41 |
E 3. Suspense Accounts (Postal) . . -.[Dr. - 47138 [Dr.. .. 9397 Dr. - 18099 |Cr - 747 jDr'. 172.12
| 4. '|SuspcrseAccoums (Defence) ~  |Dr. - 241707 [Dr.. 1111 ICr..  628.67 |Cr. - 64373 iCr  360.24
5. }SuSpense.Acccunts (Railways)-© - .|Dr. - - 286.60 [Dr. ..:..17526. [Dr..’ 37279 .iDr. - 568.02____[11}1' 56596
6. |Suspensc Accounts(Telecom)- = |Dr. ~ :1586.46.|Dr-:: 156357 4Dr. . 92375 «De- = 65892 IDr  660.30
7. _[Public Sector Bank Suspease < - [Dr; -~ 742.77 |Dt. - 806.43 [Dr. - 58655 [Cr. ~-'5191[Df 53748
8. f;fé’;;se A‘??“_ur_u_ for pu pumhms _ c_;. - 1850 70D mesa0 [P 167543 D’ | 69745 '[l?r 501,07
9. |Reservo Bank Suspense (HQ) ©__|Cr. - 369.38 _]c:-' 173,5274[Cr. =-1172220 Cr. 117226 [Cr  173.20
" "10. IReserve Bank Suspense (GAO) ~ (Cr.” *- 5586 :Dr.’ ~ 67.85 |Dr+ *.38.64.:Cr+i ‘869 Cr 20.75
! 11, |Cash scitleinent-Suspense - b 22616 Dr 22218 Dr. 2245537 {Dr. 20697 -[pr 22880 1
|12 ]stccuntsmkmgfund ~ ibr 196760 Dr.” ~ 794847 7 T |0 o ] ]
© 13, |others - e 93049 [Dr.  837.62 Dr 120825 [Dr. 119673 |Dr 118214 |
| _Total T 10594.00_(Dr. '6998.3‘4"11_)*:. 815578 [Br. 32‘99;09' Dr. 5089.12 .

1.14  Adverse balances arise larger due to accountmg ertors’ or accountmg
situations arising out &f rationalisation’ of thé classification of accounts or
administrative re-organisation, which break up one. accounting unit inta many.
For examplc against the accounting head of any loan or. advance, 4. negative
Balance will iridicate more repayment than’ ‘the original amount advanced The
Union findnce accounts for the year 2002-03 indicated 51 cases of adverse
balances, as shown in “Appendix-I-A.  Out of these, 7 balarices became adverse
dunng the year 2002-03. Out of 44 old cases, two balances have beeri adverse
since 1976-77 {prior to departmentahsatlon of accounts) and 42 balances from
1979-80 to 2001-02. The CGA stated in November 2003 that all iteins under
adverse balances were undet investigation and action was being taken in stages
to liquidaté the balances. - It would be desirable to provide suitable explanatory
memoranda in the Finance “Accourits about the specific nature of the
transactions leading to the adverse balances and progress: of. clearance in each
case. This would help in 1mprcvmg the quality of accounts

1.18 The head- ‘Cheques and Bills’ iri * the accounts is-an- mtezmedmry
accounting device-for initial record of transactions, which are eventually 1o be.
cleared/withdrawn.. . Under .the ‘scheme of departmeéntalisation. of accounts,
payment of claims. against government is. made by the PAOs of chfferent
MimstnesiDepamnents by cheques drawn.on branches of the RBI:or PSUF
Banks accredited to the M;mstrnyepamncnt ‘When claims are preferred in thc
appropriate - bill forim' to ‘the- PAOfDepartmentaI Officer;* the™ payment’ is

“authorised through issue of chequés, after' éxercising-the prescribed checks-and

6
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recording of pay order by the PAO/Departmental officer. At the end of each
month, the major head ‘8670-Cheques and Bills’ is credited by the total amount
of the cheques delivered. On receipt of date-wise monthly statement and
monthly statement of balances from Public Sector Banks and RBI Central
Accounts Section, Nagpur, the head ‘8670-Cheques and Bills’ is minus-credited
and credit is afforded to ‘8658-108-PSB Suspense’ or ‘8675-101 Deposit with
Reserve Bank-Central Civil’, as necessary. Table 1.8 shows that there were
large outstanding balances under the minor head ‘cheques and bills’ in the
Finance Accounts for 2002-03, which had the effect of overstating the
government cash balance.

Table 1.8: Outstanding balances under minor heads 2002-03

(Rupees in crore)

1. |Pre-audit cheques Cr. 0.52
2. |Pay and Accounts Offices Cheques Cr, 9270.60
3. |Departmental Cheques Dr. 25.36
4. |Treasury Cheques Cr. 4.62
5. |IRLA Cheques Cr. 0.59
6. |Telecommunication Accounts Cr. 965.45
Office Cheques
7. |Postal Cheques Cr. 342438
8. |Railway Cheques Cr. 902.18
9. |Defence Cheques Cr. 3724 .83
10. |Electronic Advices Cr. 9.65




Lhapter Z.
RESOURCES’ ']['RENDS AND COMPOSITION
Resources of the Umon Government' 2002 03

2.1 Revenue and cap1ta]1 are. the two streams of recelpts “that constitute
resources.of the Union Government. Revenue recclpte consist. of tax rcvenuc '
non-tax revenue, granis-in-aid and contributions. Capital - recmpts comprise
miscellancous _capital receipts, mainly the proceeds from disinvestment;
recoveries of loans and advances; debt receipts from internal and extemal sources
and accruals.in the public account. Table 2.1 below presents a summary of total
receipts of the Union Government, which amounted to Rs 1,140,450 crore for the
year 2002-03. Union Government’s own. receipts were Rs 397,844 crore,
constituting around 35 per cent of the total Teceipts.- The balancc came from
borrowings and public account receipts. ; S
Tmble 2.1: Resources of the Hnion Gu}_{re'_rnmeht_ P
: : L {Rupees in crore)

| I Revenue Receipts . o _ ' L o 355,948
It  Capital receipts E _ ' ; _ - - - - ' 784,502
. 2. Miscellancous Receipts S —~—-~————~——————3—-’—151 .
b.  Recovery of Loans and Advances DT 38,745
¢.  Debt receipts _ . 435,371
f  Public Account Receipts _ . 307,235
Total Receipts o _ ' 1140,450 _
“Note:  Revenue receipts include Bs 36,122 crore being the share of taxes and duties mstgned to fhe f\r

States and not reflected in the Union Government's Finance A ccounts.
Trends in Resources

2.2 Overall resources of the Union Government increased at a trend rate of
'11.65 per cent during 1985-2003. Notwithstanding the variation in the growth
rate during different plan periods, trend growth remained lower than the rate of
growth of GDP. Accrual of gross resources to the Union grew by 14.87 per cent
~ per annum during the VIII Plan (1992-97), immediately after the initiation of the
process of econemic reforms. However, during the IX Plan (1997-2002), annual
trend growth decelerated to 7.02 per cent. ‘While the accruals in the public
account registered a stable growth over plans, revenue and debt receipts
~ witnessed a contraction of seven to thirteen percentage points. '

2.3 The current year (2002-03) witnessed significant ECce]eratien in the rate
of growth of revenue receipts, non-debt capital receipts and accruals from public
account compared to the previous year. A negative growth of debt receipts,



Resources: 'I'_relﬁqsdﬁ_d Combosi_tiqn

however, led to a lower growth compared fo the prewous year. and also relative to
GDP (Table 2.2)

Table 2.2: Combonents-of Receipts: Trends- .:. ' o ) ,
5 o -~ . .. (Rupees in crore)

. Capltal Recelpts o L

- Revenue . . Accrualsin | Total Gross'-

Period | ‘Receipts |NonDebt |+ Debt | ATUNEIN | g o | Domestic

) RNt v -Rece:plts Receipts . Account - product,

19852003 . | 169856 | 12022 | 236099 | 123175 | salls2 | 1127859

VI Plan (1992-1997) | 157991 | 9373 | 164326 | 102117 | 433807 | 1035315

|IX Plan (1997-2002) 282019 17436 | 427187 210498 | 937134 | 1920161

2001-02 318121 | 24379 | 436689 .| 258440 | 1037629 | 2296049

2002-03 - 355948 | 41896 | 435371 307235 | 1140450 | 2451038
Average-Annual Rate of Growth (per eem) _

19852003 - T 1334 | 1195 . 991 | . 1436 1165 | 1442

vm-PI_an(looz-mg?)':_-_ 1541 001 | 1598 14.43 14,87 16.54

X Plan (1957-2002) |-~ 858 | 1824 | 222 1376 [ 702 | 10.64

200102 - | . 338 | . 2883 | 1.6 T 343 | 1004 911

2002-03 - - ol 1189 | i7ies [0 030 ' 18.88 991 | 675

2.4 - Table 2.3 depicts the relative share of various components of resources.-
Over a longer term (1985-2003), revenue receipt had a positive shift in its relative
share, though it teached its peak during VHI Plan (1992- 1997) at 36.42 per cent
of total gross receipts. Its share drifted southwards in later years averaging little
over 30 per cent during the IX Plan (1997-2002)-and 31.21 per cent in 2002-03.
The other. component of resources, which had & significant positive shift in-its
relative share during 1985-2003, was accruals jn public account: Debt receipts
witnessed a negative shift in their rélative share during this period. Despite these
shifts in relative shares of the four components of gross resources of the Union
Government the ratlo between. debt receipts. inclusive of accruals in public
account and non-debt receipts was generally stable at two thirds and one thitd,

Mlscellaneous cap1tal and recoveries of loans and advances compnsmg the non-
debt recelpts remalned relatlvely less Important (Table 2. 3)

Table 2 3 Relaﬂve Shares of D:fferent Compunents of. Tutal Recelpts

(per cenr)
. ; . S Ca zta] Receipts :
'PIE"'i_'ld.- o - Re\_'_e.r_nue "Noh- Debt’ p p Agernals in RTO{BI
o R Recelp_ts "|  Receipts Dept Rece;pt_s Piblic Account "?'c?p--tf
1985-2003. - - =} 3139 -] 222 :f. 4363 [ 2276 .| 100
1WIN Plan (1992-1997) - | '3642 =" | 216 :- |. 3788 - | ..2354° | 100
1X Plan (1997-2002) 30.00 . 186 4558 0 | 2246 . 17100
* |2001-2002 30.66 2.35 . 42,08 24.91 - 100
2002-2003 : 31.21 367 38.18 26.94 . 100
Average Annnal Rate of Shift in the shares o
1985-2003 - ] 1si. [ o027 [ -ise | 243
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Access to Resources Relativeto GDP.. ...

2,5 Increase in the access to resources as income increases is natural because
the base itself has enlarged. More important, however, is the increase relative to
GDP. While the long-term trend average of the ratio of overall resources to. GDP
was 47.98 per cent (1985-2003); this ‘declined to an average of 41.90 per cent
during the: VIII Plan (1992-1997). Total receipts- GDP ratio increased to an
average of 48.80 per cent during the IX Plan (1997-2002). All the four
components of resources had a negative average annual shift relative to GDP 3
(Table 2.4). -

" Table 2.4: Receipts as percentage to GDP

[_ Capital Receipts

. Poriod Reccipts | Nom Debt | Depe [ Accrualsin Rfé’.ff;'ms

B Receipts Recelpts: Accnunt

1985-2003 .. 15.06 1.07 12093, | 10.92. 47.98
VI Plan (1992-1997). | . 15.26 0.91 1587 | 986 41,90
IX Plan (1997-2002) 1469, 091 | 2225 - |- 10.96 48.80
2001-2002 i 13.86 106 . 1902 [ 1126 | 45.19
2002-2003 14.52 . 1.71 17.76 12.53 46.53
Average Annual Rate of Shift in theshares™ ~ ~ =~ 77 - L -
19852003 | To9s | 216 [ 3e4 | 005 | 242
2.6 In'the Finance Accounts; the réceipts and' disbursements: appear on gross

basis and, therefore, indicate a much greater draft of the government on national
resources. Accommodations by way of Ways and Means Advances (WMA) and
14-day Treasury Bills are, by their very nature, short-term and provide a cover for
temporary mis-matches. These are self-liquidating and their inclusion-in debt
receipts unnecessarily inflates these figures. Similarly, accruals in public account,
which is akin to a banking operation by government, on gross basis, may absorb
the gross numbers without providing actual access. While to some extent ‘this
may also be true for other debt receipts as bulk of these receipts are for debt
rollover, it indicates the need for a structured borrowing strategy. In view of this
it may be necessary to net the impact of WMA and 14-day Treasury Bills
operations of the government on its resources to arrive at its effective draft. Table
2.5 indicates the impact of this netting on total receipts, and the ratio of total
receipts to GDP. Net draft of the Union Government declines by nearly 20-
percentage points consequent upon such neutralisation. Overall draft declines to
26.10 per cent of GDP-in 2002-03. This draft has generally been stable at 24-26
per cent, except during 1997-98, the first year of the operatlon of WMA for
provi dlng temporary financtal accommodatlon
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Table 2.5: Revised Receipts and its share to GDP

[ - . _ (Rupees in crore)
. 4 .4 Net | ] Totat
f Nod- : . - Net - .
| Revenue Debt Debt Ne.t Receipts Public | Total -Receipt/
Year o . . .| Receipts from i . GDP
Receipts | - Capital | Receipts : Account | Receipts
_ LA . of WMA | Treasury {(Per
- : Recelpts e - | Accruals
. _ o _ Bils ) cent
1998-99. 254369 . 19063 ].'_1318_19'_ S 1042 | . -880 40942 _4463'55 25.64
16992000 | 298076 14274: [ 132556- -+ - -2060 | -4440 . 23345 461751 23.84
2000-01 307724 18924 ' 152146 | 4413 1340 | 25123 ] 509670 < 2422
2001-02 I 318121 24379 187523 =219 1553 42364 | 570615 24.85
, 2002-03 1 355948 - 41896 206830 -5176 S 31340 1 37011 ] 639643 26.10

Revenue Recelpts Movement of Ma;cr Aggregates

2, 7 Revenue recelpt with its broad components of tax and non-tax recelpts, is
the most 1mp0rtant source of revenue as no future payment obligations are
created in accessing these receipts. Overall revenue receipts of the Union
Government (net of the states’ share from its gross collections) increased at an
average annual rate of 13.37 per cent during 1985-2003. There was, however, a
sharp deceleration in the average annual rate of growth from an average of 15.61

per cent during the VIII Plan (1992-1997) to an annual rate of 8.12 per cent

during the IX Plan (1997-2002). Trend rate of growth of revénue receipt was also
lower compared to the trend growth of GDP as indicated by a negative shift rate

©inits share refative to GDP during this period. (Table 2. 6)

- Table- 2.6: Composition & trends of Revenue Receipts

(Rupees in crare}

: | | States’ - ; Net 1 Share of Net
. Gross Tax . . Net Tax Non Tax Non-Tax Revenne as
Perind sharein Revenue of
Revenue . Taxes Revenue Revenue the Union Revenue per cent to
. : D (per cent) GDP
1985-2003 102753 - 27352 75400 67103 142503 47.09 - 13.01
';_VIII Plan (1992-1997) . 96533 26391 | 70142 61459 131601 46,70 12.74
IX Plan (1997-2002) 166087 44622 121465 115933 237397 48.84 12.42
2001-02 187060 . 52842 ]_ 134218 | 131061 265279 49.40 11.55
2002-03 . 216266 "] . 56122 [ 160144 J 139582 299826 : 46.59 1 12.23
Average Annual Rate of Growth {per cent) .
1985-2003 - 1275 13.18 12,60 1427 p 0 1337 | 080 -0.92 —\
VI PIan{1992 1997) ‘15.89 14.41 o 1647 1 . 14.66 © 1561 ' 1
IX Plan (1997-2002) - 00 T 1105 . 825 | . 8.00 8.12 | Average Anﬁuai_ Rate of
[ 200162 0.82 223 | -197 1002 | 361 | - Shift(inpercens
;200203 15.61" [ C621 ' 19 32 1 - 658 1302 '

2.8 The -Union 'Govemment in terms. of the awards of the Finance

. Commissions, was assigning around 27 per cent of its gross tax revenue to the
- states. Thig ratio has generally been stable, though.in the current year it had

declined to 26 per cent. Non-tax revenue that accrues to the Union Government
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does not form part '0f the divisible podl. On an dverage, non-tax revenue
constituted 47 per cent of the net revenue of the Union Government. This ratio

had a moderate posmve annual shift rate of 0.8 per cent 1 its relative share

29 . Inthe current year, there was acceleratlon in rate of growth of oross tax -
collections and in the part of the collections retained by the Union. Gross tax

. collections increased by 15.61 per cent compared to a negative growth in the
previous year. A moderate growth in these collections’ assignment to the states -

led to a sharper increase (19.32 per cent} for the revenue that accrued to the

Union Government. Non-tax revenue, however, witnessed a deceleration in -

growth rate in the current year.
Major Taxes: Relative Performauce

2.10 The relative performance of different taxes changed significantly over the
years (Table 2.7) with Corporatron tax recordmg the hrghest trend growth of
18.73 per cent dunng 1985-2603. '

Tab!e 2 7 Cumponents of Tax Rewnue (gross)

(Rupees in crore)

_ . Total 5 1 1. ] ]
Pertod | Gran Tax| Gortart) Trpome ) oo | Die | SEe | Ot
Revenne ! : L : [ - :
1985-2003 102753 ;16296 | 14247 29153 | 39405 |° 1002 |. 2650
VIl Plan (1992-1997) 96533 13567 : 12575 1 30273 37014 | . 465 | 2639
IX Plan {1997-2002) 166087 | 29508 | - 25353 43418 60828 2317 4653
2001-02 187060 @ 36609 32004 | 40268 | 72555 .- 3302 |- . 2322
12002-03 216266 . 46172 | 36866 __4485_[ 82310 4122 1944
‘Average Annual Rate of Growth (per cent)
-~ 11985-2003 L1275 | 1873 17.88. 977 ] 1122t 7«1 796
. VIIPlan (1992-1967} | 1589 @ 2171 24.72 18.00 10.45. * -2.50
41X Plan (1997-2002) | 9.00 ; 1715 18,58 161 1141 .. 19109 1 30,18
200102 -0.82 2.56 1 0.76 -15.30 . 5.88 26.37 1 -5.69
:2002-03 15.61 26.12 15.19 11.38 13.44 2483 | - -16.28

X Service Tax was z'mmdrrced in 1994-95

became the comerstone of the new tax regrrne There was also a shift from

-commodity-based taxation to less distortionary income based taxation.’ This shift -

was expected to improve tax compliance, tax buoyancy and finally the tax-GDP

ratio. During the VIII Plan (1992-1997), rate of growth of tax receipts increased - .

to an average of 15.89 per cent, over three percentage' points higher than the trend

growth during 1985-2003. Accelerated growth in income, corporation tax and . ”
customs duties contributed to this increase. There was, however a deceleration in .

the average annual growth of these three taxesz’dutles during the IX Plan (1997-
2002). While a decline in.the rate of growth in customs duties was expected in
view of lowering of duties {though the decline was much sharper than the duty

-reductions would have wartanted), this was not filly. compensated by increase in
‘the_ rate of growth of other-taxes. Even the.introduction of service tax in 1994-95,

12

211 In the years following the economic reforms, there were 51gn1ﬁcant .
-changes in structure of taxes. Wider coverage, broad base and moderate rates
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~which provided additional. revenue, could not sustain the growth rates during this

_ penod Indian tax statmu(:b as yel do not generate any data on tax expendltures
(revenue forgone m tax cxemptlons "and the like), although these by any
reckoning are quite substantial. Total duties forgone under various export
promotion schemes alone were estimated to have averaged over 50 per cent of
{otal customs duty tollected durmg, 1998-2003". In 2002-03, gross tax co]lectlons
and the collections from five major taxcs recorded better growth rates.

'.‘.,:zt_x-BuoydP cy

2.12 ~ Three maJor factors that affect tax collections afe the tax base; thc taxrate
and tax comphancc mcludmg the éffectiveness of tax -administration: Though the
1cgal bases for various dircct taxes differ and ‘are too complex to be determined
cffectlvcly due to excmphons and other concessions, GDP'is considered the best
proxy tax base. While there is no defined measure of tax: compliance; it depends
on the efféctiveness of tax administration and three relevant proxy faclors are
speed of assessment, collection of arrears and enrolment of the "poterntial
taxpayers for tax assessment. Tax. (,ompliancc 1s both voluntary and enforced.
Voluntary compliance, however, is also dependent on effectiveness of the
~ enfor¢ement machinery apart from effective and deterrent penalties. Tax rates for
-income and corporatlon taxes have g ;,cncrally been stable mn the medium te: m.

2.13_ The- huoyancy LOCﬂ'ILlBTlt‘-‘; indicate the perccntdge increase: in thc tax
- revenue following a one per cent increasc in the-GDP or the tax. basc. Whilc a
buoyancy of greater than one is demrable a buoyancy of lcss than one indicates
that the coricerncd tax miay in fact be regressive or has generated un-exploited tax
- potential, because as income increases, a lower part of that increase gets taxed.
Table 2.8 indicates the buoyancy of major taxes during 1985-2003 and alsc
during the VII and IX Plan pcrlods tog,cthcr with the buoyancy of the most
recent twor years: :

- : '};‘ahEe 2.8: Buoyancy of M:gin_r:’lf‘axés

Péri'cd | Gross Tax (forp_oratﬂnn_ Income Custems i:- Ixelse.
_ Revemue | - Tax -Tax Dufies | Thutles
19852003 [ o884 [ 1299 | 1240 | 0677 | 0778
| VI Plan (1992-1997) © -~ 0961 ' 1313 | 1495 |  1.088 | 0632 -
IX Plun (1997-2002) 0.846_ 1.612 1.746 0.151 1072
2oover T T T T w0281 - o083 | % | o0ess
T200203 - [ 2313 [ 3870 L2231 [ 168 | 1992 -

T Raté of growth of the tax collerﬁon was - negar.we

2.5 4 Improved buoyancy has’ been observcd for corporatlon tax ‘income. tax
and excise dutics during the TX Plan (1997-2002), conipared both to thc long term
‘trend and the immediately preceding plan. In the current year, rate of growth of
all the fourtaxes/duties exuecded the ratc of growth of GDP, lcadmg to buoyancy
greater than one. SR - - - : :

! Umon (‘ovummenb Ind]rect Tuxes- Customa (Reporl No' 10 of 2004), Comptrulh.r and Aud1tor
General of India. -
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2.15 InIndia agnculture does not bear any inciderice of incomnie tax and as such
non- agncultural income could be a better proxy base for income and other direct
taxes. Buoyancy of direct taxes during 1998-2003 with non- agrlculture GDP as
the base was only 1. 048 and thus moderately greater than 01132 :

Tax-GDP Ratic

2.16 The other 1ndlcat0r of adequacy and effcctlveness of govemment 3
resource mobilisation efforts and its extent of realisation of the tax potential is the
tax- GDP ratio. Table 2.9 gives the trends of this ratio over the Plans and on an
annual basis for the most recent two years. Overall tax-GDP ratio declined from
an average of 9.324 per cent during the VIII Plan (1992- 1997) to 8.823 per cent
in.2002-03. The average annual rate of shift.in this relative share was (-) 1.46 per
cent. durmg 1985-2003. The tax-GDP ratio had declined to a low of 8. 147 per
cent in 2001-02 and despite a recovery in the current year, it was St1]I below the
trend average. :

Table 2.9: Tax/GDP Ratio of Major Taxes

. _ _ (per cent)
" Period "Gross Tax . C.nrpora- Income - Cust?ms ...Excﬁ,se Sm:\iice
: - Revenue tion Tax Tax . Duties | Duties Tax
1985-2003 9.110 1.445 1.263 2.585 3.494 0.089
VI Plan (1992-1997) 9324 ) 1310 - | 1.215 2.924 ‘3575 | 0.045
IX Plan (1997-2002) 8650 | 1.537 1320 2.261 3168 | 0.121
2001-02. - 8.147 1.594° 1394 |  1.754 3.160. 0.144
2002-03 : - 8823 | 1.884 1.504 1.830 3.358 0.168
Average Annual Rate of Shift in the shares . oL . :
1985-03 | 146 | 376 | 303 | 406 | 279 |

2.17 The ratio of customs and excise dutv collections to GDP declined from an
average of 2.924 and 3.575 per cent during the VIII Plan (1992-1997) to 1.754
and 3.160 respectively in 2001-2002. A negative shift in their share relative to
GDP largely contributed to'an overall negative shift in gross tax ¢oliections. In
2002-2003, these ratios showed some improvement.

Non-Tax Revenue

2.18 Non-tax revenues of government could be considered as beirig composed
of two components: income from its sovereign functions like judiciary, police,
currency and coinage, etc., and the one that'is related to its assets/investments
either as intermediation returns or dividend or user charges. While the revenue
from sovereign functions, financial intermediation and investment are in terms of
actual realisation, income from social and economic services is on gross basis and
are not netted- of the cost of service- delivery. Further, dividend .income also
includes the surplus transferred from the Reserve Bank of India and is more akin
10 sclgmorage rather than investment- related. Notwithstanding the limitations of

: Union Govcmment- Direct Taxcs (Report No 12 of 2004), Comptrolier and Audltor General of
India. : :
3 Qeigniorage is non-inflationary increase in money stock.
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non-tax revenue with regard to the amount that should actually be reckoned as
income/revenue of the government, the accruals from this source contributed
‘around 47 per cent of the current revenue of the union. Consolidated non-tax
. Tevenue grew at an average rate of 14.27 per cent durmg 1985-2003. (Table 2.10)

Table 2.10: Non- T:ax Revenue— Trends

(Rupees in crore)

. Totaﬂ Nen- ' Interest ” I}:Vldends Social Economic Sovereign

Period Tax Receipts and Services | Services & Other -

. Revenue . - Proﬁtg;m b ~ | Functions

1985 2003 67103 | 19454 6136 482 | 3509 5935 -
| VID Plan (1992-1997) | 61459 |- 16791 4969 606 | 33100 5993
X Plan (19972002) | 115933 34526 11555 572 60257 9023
200002 T 131061 42250 17290 297 59313 11911
2002-03 139682 44705 21230 424 60663 12660

“{hfgrage Annual Rate oi'(“rowth o T ' .I...... o
| 19852003 | 14,27 1530 26.59 424 - | 1300 11.29

VT Plan (1992-1997) 14.66 14.32 30.01 10.93 . 15.54 187

1X Plan (1997-2002) 8.00° 13.00 21.19 21.24 225 13.16
2001-02 1002 | 1506 | 2137 1773 | 060 2535
2002-03 6.58. 581 22.79 42.76 . 228 629

2.19  Non-tax revenue from dividends and pI‘OﬁtS (inclusive of surplus
transferred from the Reserve Bank of India) was the component growing the
_ fastest at an average rate of 26.59 per cent during-1985-2003. Though the average
annual growth had witnessed deceleration during the IX Plan (1997-2002), it
remained the most buoyant revenue source.. Revenue from economic and social
services not only had relatively Jower growth rates; but also there was a
significant squeeze in these rates during the IX Plan (1997-2002). The average
annual Tate of growth of revenue from social services in fact tumed negative
during this period. : :

- 220 Relative shares of the various components of non-tax revenue witnessed

~ significant changes during 1985-2003 (Table 2.11). The share of interest receipts
and dividends put together increased to an average of 40 per cent during 1997-
.2002. Revenue. from dividends and profits had witnessed an' increase in. their

- relative share at an average annual tate of 10.78 per cent. Shift rate was also
positive from interest receipts, while social and ¢économic services and revenue
from sovereign functions of the government had a negatwe ‘shift rate duting
1985-2003. The telative share of receipts from economic services declined from
“an average of 33.86 per cent during the VIII Plan (1992-1997) to 43.43 per cent
during 2002-03. Part of this decline in relative share was cessation of revenue:
" from telecommunication as the departmental undertakings were corporatised and -
their revenue, which earlier formed part of the Consolidated Fund, became
revenue of the riewly created corporatc entities, Railways contributed to nearly
two thirds of the revenue from economic services. Overall contribution of Social
services in non-tax revenue was insignificant. : T
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B Tablé 2_._],1:: i{(_:_lhﬁi'.'c.SI_l_.zrl'.l':e'n.f Components of Non-Tax I;{evé:nu_tlé_ '

- {per cent}

L Total | oerest | Dividends | Social | Economie | SPYErOEn
Period Non-Tax e PO . . & Other
-1 Receipts [ and Pruﬁts.l Services Services .

. I Revenue Functions
1985-2003 ' 100.00 2899 1. 914 ¢ 072} 5230 8.85
"VIII Plan (1992-1997) | 100.00 | 2732 809 | 0 099 | - 538 .} 975
IX Plan (1697-2002) |- 100.00 | 25,78 " 997 ! 049 1 - 5198 | . 778
2001-02- - : 100.00 3224 - 1349 - - 023 |- 4526 | - 9.0%
2002-03 - _ 10000 | 3200 | 15201 030 | 4343 [ 506
Average Annual Rafe of Shift in the shares L ol L _
1985-03 - | 1 o089 | 1078 T 878 | LI | 260

Non-Debt C apital Receipts

2.21  Non-debt capital receipts consist of miscellancous capital receipts
(disinvestment) and recovery of loans and advances. Table2.12 gives the details -
of non debt capital receipts from disinvestment and recovery of loans. and
advances given by the Union Government to State and Union Territory
governments, foreign governments, government. corporations, non-government
Institutions. and - government servants. This- table “also  indicates the budget
‘estimates and actual realisation of the proceeds from disinvestment along with
actual recovéry of loans and advances of the Union Government. With regard to
disinvestment, it was possible-for the government to meet only. a quarter of the
budget targets in the last four years. As far'as recovery of loans is concerned, it
had exceeded the budget targets in retent years. In the current year, recovery was
nearly double of the budget estimates because of a debt-swap scheme announced
by the Union Government to fac 1htate the States’ retiring their high-cost debt.

- Table 2.12: Realisation from Disinvestment & Recovery of Loans

L ] ) . Disinvestment T : Recovery nfLoans :
. Budget | Actual " Budget - a '
-Ye_ax.rj :Es-timgatés' | Realisation | T ercent Eéfli'mgzltcs' ' Reﬁﬁzatfon 'Pe’fce’_“
: . - =t Realisation — - —r Realisation
L . (Rupees in crore) R . {Rupees in crore) [ B
11991-92. | 2500, 3038 121.52 6778 - 7001 103.29
199697 . . { . 5000 . | . 38 - | . 760 | . 8184 | 8696 | .106.26
1998-9¢ | . 5000 | : 5369 .| - 10738 | . 11560 |- 13180 | 114.09
1999-2000 | 10000 .1 1723 | . 1723 f 13337 [ 12551 . | 94.11
2000-0t - § - 10000 ] - 1870 % . 180 L. 15839 . 16799 |-..106.06
200102+ | -.12000- | 3028 |- 2523 . | .. 17488 120733 .| . 11856 |
[2002:03 - |- 12000 | ::3'149. - 2624 | . -20030- 38745 ---; 192, 95 |

2 22 Other capltal reccxpts consmt of market borrowmg and accruals m- the
public accounts, which are debt creating in nature and are discussed in later
chapters.
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APPLICATION OF R_ESQURCES: Ex_f-END_I_TURE

3.1  The Union Govemment raises resources to perform its soverelgn
furictions, maintain its existing network of delivery of social and economic
“services, exterid the network of these'services through capltal expenditure and
investments ‘and discharge its debt servicing obligations.  The government
. applied total resources of Rs 1,140,450 crore that it mobzhsed dunng 200203
to dlsbursements as shown in Table 3.1 : '

Table 3.1; Applicati_on of Resources _ : :
' ' : {Rupees in crore)

I Resources. available. . Co e 1,140,450
i App]ieatlon OfResources o L g 1,142,333 | -
a_|Repayment of Debt - ST 0339677 | gk
Internal Debt ~~ - ' o 315391 '
External Debt. . 24,286
b. |Discharge of liabilities on Public Account . 270,224
i Small Savings and Provident Fund 161,485
‘Reserve Fund : 18,315 -
-Deposits L ] <. 75,745,
Others ' o 1 14,669
¢. !Actual Expenditure SR . .1, 476,310 !
Revenue Expenditure T 0 D 409,501 ’
Capital Expenditure ' R 30,497
' |Loans and ‘Advahces” St 136222
1 d, {Share of the Statesintaxes ~ - 1 56,122
Il |Decrease in Cash Balances T ©.1,883°
[ a. ]CJosingCash Balances T o 3465 . o
b.. Opcmng Cash Balances L o 5348 1 |

3 2 The repayments of debt and dlscharge of pubhc account liabilities
(Rs 609,901 crore), interest payments (Rs 124,573 crore) and assignment of
mandated- portion of its gross tax receipts to.States (Rs 56,122 crore) took
away nearly 70 per cent of its total resources.. Government was, therefore, leff
with only about 30 per cent of its- gross mobilisation to spend on its actlvmes

Total Dlsbursement

3. 3 The relatwe movements across the major expend;ture groups’ are
mdlcated in.Table 3. 2 :
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‘Table 3.2: Components .df Total Disbursement

~ S _(Rupees in crore)

_ ' Sta tes"‘ Dlsbur‘se- Total | GDP

Period Actual “share in Repayment| ment in Disburse- | - (Market
Expenditure of Debt Public | ' "
taxes - ment Price)
Jiei )., Account
19852003 | — 22s653]  27352]  180261]  107720]  540986] 1127859
?"91]91?1)’1% {1992- 203539 26391 126525 FI261| - . 433716 1035315
I pan (973008 | 570 el S| a6 omie]
200102 aasagl| T samapl T TiTas| 216076 1036134 2296049
2002-03 476310 56122 339677 270224 114233§L_ 2451038
Avcn'age Annual Rate of Growth (in perc'rm!) _ '

|'1985 -2003 12,73 13.18 8.78 16.89].  11.65 14.42
VIII Plan (1992- 1187 1441 20.90 14,32 I4.84 16.54
ioen
1X Plan (1997-2002) 8.86 11.05 -2.34 22.05 7.00 10.64
2001-02 12.54 2.23 - 1837 -3.86 10.02 911
2002-03 6_?% 6.2] 5.58 25.06 10.25)- 6.75

3.4  Total disbursements of the Union Govemment increased from an

average of Rs 433,716 crore during the VIII Plan (1992-1997) to Rs 1142,333
crore in 2002-2003, the most recent year. The average annual long-term trend
growth during 1985-2003 at 11.65 per cent was, however, lower than the rate
of growth of GDP, which in the same period averaged 14.42 per cent. Average
anpual growth rates during the VIII and IX Plans were also lower than GDP
growth rates. The most recent two years, however, witnessed reversal of this
trend; which to some extent was also due to deceleration in the rate of growth
of GDP. Trend growth rates of the three components of aggregate
disbursements were lower than GDP growth and only disburscments from
public account showed an opposite trend.

3.5  The relative share of the four components of aggregate disbursement
showed wide fluctuation both on year-to-year basis and over Plan periods.
(Table 3.3) Actuil expenditure (indicating the expenditure on curent
operations covering revenue and capital expenditure and loans and advances)
had a positive rate of shift in its rclative share during 1985-2003. Actual
expenditure reached its peak of 46.94 per cent during the VIII Plan (1992-
1997) and since then witnessed a decelerating irend relative to other
components. Though the long-term trend of relative share of expenditure on
debt repayment was negative, during the IX Plan (1997-2002), it had nearly
converged to the trend. Share of expenditure on disbursements from public
account indicated a long-term trend of 19.91 per cent during 1985-2003.
Relative share of this component had declined to 17.81 per cent of aggregate
disbursements durlng the VIII Plan (1992-1997) but it later increased to an
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annual avcrage of 2215 per cent during the IX Plan (199?~2002) and further
10 23.65 per cent in the cument year- 2002-03. : : : :

-~ Table 3:3: Dlsbursement Lompunentc Relat.we Share

Expen‘dimre' ‘Main Aggrégates

3.6

IIIIIII o ) (per cent

v | pe s st Rt | TR

. B e - ; - Actount -
198542003 """ _' 41, T T 506 B3 1991
VIII Plan (1992- 1997) 4694 | 608 2017 17.81
1X Plan (1997- 2002) ”-“'39.99.---_-__ | 476 L3310 22,15 -
200102~ - 200 | sio '_ """ 31.05 2085
2002-03 41.70 4.91 29.74 23.65
Avcrage Annual Rate of Shift in their Iﬂillrlllatlvel Shares .
1999-2000 | 096 | 136 258 | 469

Table 3.4 presents a summary of the actual expcndlturc of the Union

government (éxcluding repayment of debt, which is discussed separately in the
chapter on Flsc,dl I 1ab111tlcs) and the observed trend growth rates over the Plan

penods
' Table 3.4; Eprhditurc Compuﬁents :
I S (Rupec.s..v?. crore).
Period ) _Reve{me N -Capit_ﬂl. C Loans & Actu_al
_ Expend;tun Expenditure Advanees Expenditure
To5-2003 182090 18993 24571 225653
[V pian (1992-1997%) | 16054l 19550 23447 | 203539
IX Plan (1997-2002) 313109 26234 | . 3515”5'““ O ams;
200002 375582 31295 38614 445491
1200203 409591-_ 30497 | 622 | 4763100
muaﬂ Trend Growth rate (per cerrf) N
11985-2003 - 14.43 AT 6.80 12,73
VIl Plan (1992-1997) 14.64 844 191 11.87
IX Plan (1997-2002) - 10.40 9.22 342 8.86
200102 961 23.08 39.09 1254
" |2002-03 9.06 -2.55 6.19 6.92

revenue expenditure in Finance A ceounts up to 2000-01

3.7

sub—components_ during the last 18 years since 1985:1986.
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* Revenue expend::ure is net of Sta!es share of Excise duties, being shown as

Appendix—lHH—A presents the ﬁgures oi actual expend1turc and its, thrce
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expendlture Uf the Union C‘ovcmmcnt (net of the Statcs share in taxes)

‘increased at an average annual rate of 14.43 per cent during this period.

Capital expenditure and loans and advances, however, grew at a lower rate of
7.15 and 6.80 per cent respectively during this peried. The average annual
trend growth of the actual expenditure, which included all these three

components, was 12.73 per cent. Capital expenditure witnessed a contraction

during -the VIII Plan (1992-1997) and recorded a negative growth. Average
ammual growth recovered to 9.22 per cenf during the IX Plan (1997-2002),
which, however, could not be sustained in 2002-03. Loans and advanccs,
however, depicted a different picture with rate of growth turning negative
during the IX Plan. Though there was a sharp acceleration in quantum of leans
advanced in 2001-02, current year (2002-03) again witnessed a contraction in
this component of expenditurc and rate of growth tumed negative.

Expenditure: Plan and Nomn-Plan

3.8  The Finance Accounts provide a further disaggregation of expenditure
into plan and non-plan. Plan expenditure normally -relates to. incremental
development cxpenditure on new projects or schemes and involves both
revenue and capital cxpenditure.- Non-plan expenditure, on the other hand, 1s
normally devoted to mainfaining the levels of services .already achieved.
However, in both plan and non-plan expenditure, a faster increase im capital
cxpenditure relative to revenue expenditure is considercd qualitatively more
desirable. Table 3.5 presents the growth and composition of Plan and non-Plan
cxpendlture of the Union govemment

Table 3.5: Cnmponems of Expenditure _-.Pla_l.l. & Non plan

(Rupees in crore)

3.9  The sharc of plan expenditure in totd]'ekperiditlire remained nearly
stagnant dunng 1985-2003. As against a long-term average of 22.88 per cent
of total expendlmrc during 1985-2003, its share only moderately improved to
23.40 per cent in 2002-03, This qeemmg_,ly stable share, however, conceals the
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- IPE:m ' ' e : Non Plan
Period '. ' Total Revenue Capital ;‘[;)::chs " Total Revenue Capité[_ . .:((i):::;cfs

1985-2003 ' 51633 28729 8576 | . 14328 | 174020.| 153361 | * 10417 10242
VI Plan (1992-1997) | 481901 - 26749 R380 13061.] 155348 | 133792 11170 10386
IX Plan (1997-2002) 78595 | . 47000 | 10132 21373 |- 295907 | 266019 | 16102 13786
2001-02 1 104807 | 61856 . 11219 | 31932 | 340684 | 313926.:. 20076 6682
| 2002-03 111471 | 71570 | 14643 25258 | 364839 | - %%sbil_|—1§é5£ 10964
Average Annual Rate of Growth (per ceny) - o .

1985-2003 T w035 wm| 36 %28 | 13347 1445 1105 3.64
VIII Plan (1992-1997) 753 | 1148 | 445! 728 13247 - 1527 1136 18.27
| 1X Plan (1997-2002) 1349 | - 1450 dse, 1571 —'7 63| 96| 1312 -29.30
2001-02 2643 | 2041 059| 5546 8.7 771 4066 746
2002-03 636| 1608 | 3052| 2000 | 7 0o 7e8| 2103] 6408
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inter year and inter plan vanatlons at aggregate and at sub component levels.
. The rate of growth of plan expendlture witnessed an acceleration of nearly six
percentage.points durihg the IX Plan (1997-2002), from an average of 7.53 per
* cent per annmum during the VIII Plan (1992-1997) to 13.49 per cent. Though
~ the long-term trend growth of non-plan expenditure was: relatlvely higher :
deceleratlon in rates was observed dunng the IX Plan. .

. 310 Both!for plan and non-plan expenditure, the revenue cornponent' .

' '_ remained not only the most predominant, but it was also relatively the most

‘buoyant throughout 1985-2003. The share of revenue component in plan
expenditure, which averaged 55.64 per cent during 1985-2003 increased to

. 64.20 per cent in 2002-03. Its share in non-plan expendlture increased froma

- trend average of 88.13 per cent durmg 1985-2003 to 92.65 per cent in 2002-
. 03. Plan capital expenditure had a moderate trend growth. If, however,
: reoovered during the 1X Plan compared to a negative growth earher _

3 The current year, however witnessed a reversal of the earlier trend of
_growth in expenditure in certain components. There was an increase in non-- -
plan loans and advanoes and plan capital expenditure. Growth in plari revenue
expenditure” hdd - a " moderate deceleration.. 'However, non-plan capital
expendxture and plan loans and advances actually declined. '

'Revemxe xpendnture Trend amct Components o

312 A significant part of revenue expenditure is in the nature- of transfer
payments, which are mostly committed. Interest payments, pensions, salary
- and wages and grants-in-aid to States and Union Territories :partioularly the
- ones based on'the recommendations of the Flnanoe Commlssmn fall in th:s
category ' S S

313 Table kX gives the expendlture mcurred on various components of
revenue expenditure in terms of its major object-wise classification. All the
--components .of revenue expenditure.had a double-digit trend growth during
. 1985-2003. Average annual rate of growth of these components, except grants’
Lt States, was also reiatwely higher during the VIII Plan (1992-1997). During
the IX Plan, there was in general a decelerating trend in growth rates, which
was particularly sharp for salary and wages. Moderate . interest rates - for
- internal loans also had a positive impact on rate of growth of interest

" “payments. Expenditure on salary and wages of Central Government

“employees, including ‘employees in defence and departmental undertakings,

“after recording a growth of 33.84- per cent in 1997-98, consequent upon the
implementation of Fifth Pay Commission’s recommendation tapered off and -
tumed: negative in. 2061-02, For the last four years, salary payments have

B generally been flat. Even in the current year, this expenditure is expected to

increase. only moderately by around 2.53 per cent. Pension payments, which
were also _bluoy_ant during the 1990s, had stabilised in last two years.
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Table 3.6: Revenue Expenditure and its Components

{(Rupees in crore)

*includes M:sceﬂaneous General Services |

Note:- The expenditurée on Salary in this and other mbies is’ as given by the Pay Research Umt of the
. Bepartment of Expenditure for the Civilian Staff and as indicated for the defence non civilian persons
by the Defence Departinent. For 2002-2003, ihe salary expenditure for the Civilian staff is based on
Revised Estimates as given in the Budget as actual figures are siilf awaited. The fi f gUres fo: 2002-2003
nat being the actuals, are to be Ireared as provisional .

3.14

re | e T suary | oot | pensionss | e | others
1985-2003 182090 . 24715 50534 - . 8054 21009 7174
}"9%17?“(1992' 160541 | 21620 | 44280 5661 20630 | 68351
. IX Plan (1997-2002) 313109 42783 91102 . 15852 32423 130949
2001-02 375582 44569 | . 114173, - 18933 - 41493. 156414
2002-03 409591. 45696 124573 19085 42136 178101
Average Annual Rate of Growth (per cent) - -
1985-2003 1443 - 12.43 18.17 17.49 1141 ©13.66
VIII Plan- (1992- o ' _
1997) 14.64 12.10 - 17.44 - 15.65 5.60 16.55
IX Plan (1997-2002) 10.40 525 © 1490 17.07 11.06 - 3.34
2001-02 _9.61 -3.33 10.61 2,36 12.79 13.31
2002-03 9.06 . 2.53 9,11 0.80 1.55 : 13.87

It is necessary to study the composition of revenue expenditure in

terms of committed and other liabilities and their relation over time with the
revenue expenditure and revenue receipts. Table 3.7 provides these details.
Committed expenditure here includes ‘interest payments salary and wages,
pensions and miscellaneous expenditure.

Table 3.7: Share of Committed Revenne Expenditure to Revenue Expenditure, Revenue
Recenpts and Non-Debt Recelpts :

: ) Cver cent)
Period Revenuc_Expendlture . Revenue Recelpts ~ Non-Debt Receipts

S Interest | Others | Total | Interest | Others | Total | Interest | Others | Total

1985-2003 2775 18.00 | 45.75 3546 | .23.00 | 5846 | 3270 | 2121 [ 5381 °
Toony P amse | 1699 | 4as7 | 3365 | 2073 | sa3s | 3141 | 1935 | 5076
Iz}éolzl)an_“gg?‘ 2910 [ 1873 | 47.83 | 3838 | 2470 | 63.08 | 3575 | 23.01 | 58.76
2001-02- 30.40 16.91 | 4731 43.04 | 2394 |.66.98 | 3942 2192 | 61.34
2002-03 30:41 | 1582 | 4623 [ 4155 | 2161 | 6316 | 3645 | 1896 | 5541

Average Annual Rate of Shift in théir Relative Shares Lo lE
1999-2000° -~ |~ 327 | 078 [ 147 | 424 | 015 | 242 [ 431 022 | 2.50
' Note:  Both revenue .rccerprs ‘and revenue expendﬁme are net of Srares shme in vartous fme.s -

3 15 Tota] commiited expendﬂure as defmed above relanve to revenue
expenditure, revenue receipts and non-debt receipts (revenue receipts and non-
debt capital receipts combined) had a positive shift rate indicating a general
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increase in their relative shares. Shares of committed expenditure relative to
revenue réceipts increased from a trend average of 58.46 per cent during
1985-2003 to 66.98 per cent in 2001-02. Though it declined to 63. 16 per cent
in 2002-03, it left little over one third of receipts for other expenses. However,
this was Iargely ‘due to an increase in interest payments over. the years, Salary
and pension expenditures had a ‘moderate shift rate in thetr shares relative to
receipts and a negative shift rate relative to revenue expenditure. Committed
expenditure in 2002-03 were 7.73 per cent of GDP as agamst 6.61 per ‘cent
during the VII Plan (1992-1997). :

Management of Subsxdnes

316 In ‘any’ welfa‘re‘ state it is not uncommon to provide -subsidies/
~ subventicns and transfer payments 1o’ d:sadvantaged sections of the: socxcty
~ and for merit goods'. If the impact of the subsidies is in lowering the price of

goods or inputs, which in turn makes these products affordable to - target

‘groups orfand encouragesffamhtates greater productlon such submdws may be

welfare-stimulating:; ;

3.17 Table 3.8 presents a picture of the subsidies, which the government
prOVIded exphcxtly dunng the VIII and IX Plans and in the Iast two years oh
- major items.

Table 3. S Exphcnt Subsidies in the Union Goverament Budget
(Ru 2es in crore)

N . — T :
Period 5?‘3’“ and | potilizers | Bxport [ ool Total o dies®] Subsidies™
| Sugar | Prometion | i Subsidies . U

Average ‘Annual Values R . ) _ :

“IVIH Plan _ 1 S I i o
(1992.1997) 4976 6088" | 571 1834 |- 13469 | 1.32 s
IX Plan B | A
9972002 | 11199 5 11376 1 552 | 2964 26091 | 1361 . 833
2000-02 § 17499 | 8091 616 5772 | 31978 140 |. 8.51
2002-03 " 24176 190 | 493 | 11549*% | 44008 { 80 [ 1074

* Other subsidies included: Petroleum Subsidy (Rs 5225 crove); Sale of decomroﬂed fer!zhzcrs
~with concessions -to farmers (Rs. 3225 crore);. In.'feresr Subsidy (Rs 756 crore); Grant to
NAF “ED (Rs 300 crore);. Compensarmn Jor exchange loss (Rs 560 crove ) ‘Conversion of ;’oam‘
te Hindustan Copper Lmured {Rs 660 crore); Write off of loans (Rs 464 crore); etc.

{4} As a pe_rcentage of GDP Y B)_A_s a percentage of Revenue Expend:ture

3.18 In absolute terms, exphcit subsidies 1ncreased from an averdage of
Rs 13,469 crore during the VIII Plan (1992 1997) to an average of Rs 26,091
crore dunng the IX Plan (1997-2002). Relative to GDP subsidies marginally
increased from 1.32 pér cent durmg VIII Plan 6 an average of 136 per cent
during the IX Plan (199?—2002) ‘During curfent year, there was a sharp
increase of 37 6 per cenl in c_xpll_llclt subsidies’ and these reached 1 80 per cent

" Primary educanon, hca}th and fam:]y wc}fare and pubhc chstnbut:on of essentla}
commodities are examples of merit goods.
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of GDP and around 11 per cent of Umon Govcmmcnt s Tevenue e)(pendlturc
Nearly three fousths of the increase in subsidy in 2002-03 was on account of
food and.fertilizers. Increased subsidy on food has partly been due to an open
“ended procuremcnt ‘which made the Food Corporation of India a buyer of first
resort resulting in huge accumulation of stocks and higher commitments’ for
Government subsidy. Subsidies and committed expendlture put together
reached. 57 per .cent of total revenue expenditure and over 74 per cent of
revenue receipt. As per cenf to GDP, these _expenditures together were: 9.52
per cent of GDP.

3.19 Ia addition to explicit subsidies, the Union Government also bedrs
expenditure. in the nature of implicit subsidies. Budgetary support to financial
institutions and Banks, inadequate returns from its investment in PSUs and
inadequate recovery of user charges from. the social and economic services
that are provided by the government, {all in the category of implicit subsidies.
‘Table 3.9. below gives the return on investment and. outstandmg advances and
user charges as percentage to revenue expenduure for’ Soc1al a.nd cconomlc
services, :

" Table 3:9: Retirn on Investment and’ Advances and Recovery of User Charges (as-a
percentage of revenue expenditure for Social and Economic Scwuces)

. (per cent)
Penod] "o Advamees - Investment 'Siﬁsgiis - E;;_?E:g':
198? 2003 - 1145 ‘ 4 30 _____.____,____i_liﬁ . 5012 IIIII |
Vi Phn (1992 1997) o 123 S 35 957 | 57.22
IX Plan (1997-2002) |  14.15 530 | 350 1 5580,
2001-02 . 1517 7.99 . 1.51 47.62 .
200203 1511 | 883 203 43.07 -
Average Annual Rate of change in returns . o '
10872003 - | szl ] 1204 1095]679“%

(Recovery of user charges is revenue recezp{s from social and economic services as per cent to
" thei ir revenue expend:rure)

- 3.20 Average rate of return on government’s investment (based on opening
‘stock of investment) increased from an average of 2.35 per cent during the
VIII Plan (1992-1997) to 8.83 per cent 1n 2002-03. Aveérage rate of interest on
its advances {opening balances) also increased from 11.23 per cent to 15.11 -
per cent during the same perod. Though there was no implicit subsidy on
‘government’s finiancial intermediation as average rate of interest received
excesded the interest cost on its borrowings, trend rate of returmn on
government’s investment at 4.30 per cent fell significantly short of the rate of
interest (8.44 per cent) on government’s borrowings. In social and economic
services, recovery rates (revenue receipt/revenue expenditure) witnessed a
decelerating trend. In economic services, which were largely earnings from
railways, revenue receipts could meet only 43 per cent of revenue expenditure.
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Expenditiare on Social and Economic Services

321 Interms of activities, overall expenditure could be considered as being
composed of gencrdl services (which mcludc administration and defence),
social services and cconomic ‘services. © The latter two calegories are
considered developmental in .na.tur_e.. ‘Table 3.10 below indicates the trends. in

- expenditure on social services and its various components.

Table 3.10: Expenditure_lon:Socia_E servié_es = Trends and Campﬂsitidn

(Rupees in crore) )

!— . Perm(ﬂ Sse?:;:ls E(.iucati(m; He?llth ;:;;cl; lmf;}er‘:lnat ‘Fwi?;:;r Others
1987 2003 9673 3956 '1334;' 1641 769 514 | - 1459
VIIT Plan (1992-1997) 6903 2696 901 287 986 465 - 968
IX Plan (1997-2002) | U998 | 6457 | 2227 | 3217 | se8 | 768 | 2761
2001-02 16284 | 7568 2956 3986 | 3113 343 4044
2002-03 21810 9846 3164 4044 1170 764 2822
' Avcrage Annuai Growth Rate (per renr) o o
1987-2003 15831 15 23 15 65 24 98 ' 10,72 .20 11
- [VIIT Plan (1992-1997) 19.61 16.02 11.39 35647 1293 9.52 36 63 '
JX Plan (1957-2002) . 7.96_ 11.38 19.15. 12.90 * 10.68 25.93
2001 02 ~11.96 7.38 13.89 14.24 * -4.00 22139
2002-03 ° o 33.94 30.10 - 704" 146 | - * 937 |..-30.23
Nofe Due 1o chm:ge in mafor }'Ir;,ad.f efe., expendtfme on .saum’ services ([:,dumnwz Sports, Art and

Culture, Health and Family Welfare, Water Supply, Sanitation-and Housing, Information and
Broadeasting, Lubour and Labour Welfare, others.) in 1985-87 has been omitted. Due to a
negative figure in 200§-2002 for expenditure on mfmm(:.’zon services, r.m’cufa.r:ou of qurh.
| rates fo.' rhe.se perwds was not fem:bz’e ’

3.22 Thc overall “social cxpcndlturc of the Umon (xovemment lﬂbl’b‘d‘sed
from an average of Rs 6903 crore during the . VIII Plan.(1992-1997) to
Rs 21,810-crore in 2002-03. The long-term trend rate of growth in expenditurce
onsocial ‘services was 15.31 per cent (1987-2003). There, howevcer, ‘was a
sharp dccelcration in these:rates during the IX Plan.and compared to-the
earlier plan, the squeeze was of over 10 percentage points.  Within social
services, expenditure on-education, health and water supply and-sanitation
(iucluding housing and urban deveIOpment) were relatively buoyant.. In the
-current -year ano cxpcndlturc on educatlon and health showed significant
buocyancy.’ : DR : :
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3.23 . The cxpenditure on components of cconomic services is indicated in

" Table 3.11 below.

'l[‘ab_le 3.1%: Expenditure on Economic Services- Trends and Compasition

R:Irai . [ .

_ Industry. -

.__(Rupeeys incrore)

Fconomic Agricul- o ' ;
Period q . ture & | Develop- | Enerpy & | Tramsport | Posts | Telecom | Others

© MEFYICCS - .
L S Adglied ment - | Minerals-| .. .- .
1987-2003. | . BO8&3 12703 3606 5858 8771 29780 2383 8{)27 9755
Yé;{ig’laﬂ(w-"zj_ 69161 9665 | - 3263 | 3061 7229 | . 24246 |" 1598 | 8417 | 11682

; . . . . 5 N _ . o R i |
&Plan {1997-2002) | 121107 T 20048 5146 10158 122947 44714 3937 13554 11236
2001-02 [ 141354 | 28204 | 6189 | 17043 | 13376 | 57163 | 5167 | 3739 | 10383
2002-03 _ 154041 31l o 11737 I‘. 12118 13665 60415 | 5416 3486 15803
Average Annnal Growth Rate (Per cent) - _ i
1987-2003 ] 11.96 ‘ 16.16 25.49 10.77 7.47 I 12.03. | 14.29 977 745
'i;/;é%”a“(lggz" oas | rame | sisr | a3 217 922 |13.62 | 26.75 -9.69
E(Pl:;u_(iW;—Q_OOZ) T 636 | 1828 | 279 | 123 | 878 | 1426 | 1901 | 2741 | 555
12001-02 Couss7 | 273 | 4377 | 19374 0 345 | 1174, 569 | -6837 | 2558
i e (S Mt O S O : i e
[2002-03 S| 98| 992 | 8964 | 2890 | 440 569 | 482 | 677 | 5220

3.24 The overall expenditure on economic services increased from an

average of Rs 69,161 crore during the VIII Plan {1992-1957) to Rs 154,041 in

2002-03. The trend annual rate of growth of cxpenditure on economic services

was 11.96 per cent during 1987-2003. As in the case of social services,

average annual growth rates witnessed deceleration during the 1X Plan

(1997-2002). This deceleration of 3-percentage points was rclatively moderate

for cconomic services. There were wide inler year and inter services variations

in the growth rates. Bxpenditure on agriculture and allied activitics (including

irrigation and flood control) and rural development were relatively buoyant.

However, 1n case of rural development, rate of growth of expenditure sharply

declined from an average of 81.37 per cent during the VIII Plan (1992-1997)
to an average of 2.79 per cent during the 1X Plan (1997-2002). The last two

yeats, however, witnessed much greater allocation to this sector. In cnergy

scctor also, significarit deceleration in growth rates was witnessed during the -
IX Plan. Negative growth in expenditure on telccommunication was, however,

expected consequent upon the corporatization of the operations of the

department. :

3.25 It is more important to look at the expenditure on social and economic
services relative to GDP as that indicates the relative prioritics to these scctors
and within these broad groups, priority given to a specific sector. Expenditore
of the Union Government on social and economic services averaged 7.663 per
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| cenf of GDP during 1987-2003. Tt constituted around 39 per cent of total

expenditure of the Union: Government.. Expenditure on selected economic and
social services relative to GDP 1s indicated in Table 3.12.

Table 3.12: Expendit&ré on Saciaﬂ and Economic Services Relztive to GDP

" {per cent)

Suc:a.Serwces _ _ " Zeonomic Services |

Period . ] Agriculture : _ S

: Total |Education| Health Oti'e[rs "Total | & Rurai | Esergy | Transport| Others

. ) Development

- [1987-2003 0759 | 0310 | 0.103 10.346 6504 | 1242 | 0497 | 2530 [2635

'Yé%lan(wg} 0.661 | 0261 | 0.088 lo.m 6.813 1230 | 0305 | 2380 | 2889
Ego};l)a“(wg? 0837 | 0336 | 0.114 | 0387 | 6359 L32 | 0547 | 2314 219
2001-02 0709 | 0330 ! 0129 | 0250 | 6.156 1502 1 0742 | 2490 1422 !
 {2002-03 0.890 | 0402 | 0.129 | 0359 | 6285 | 1748 | 0494 | 2465 | 1578 |

' ]Averagc.A:muaE-R_ate of Shift in Refative Share . . _ . _ '

[1987-’20_03 1 099 [ 092 | 132 ] 080 | -194 ! 270 [ 298 | -1.88 | -4.47

3 26 Expendlture on socml servu:es (excludmg loans and advances in this -
-sector) had a positive shift rate in their share relative to GDP during

1987-2003. Positive shift rate was also observed for two most important social
services- education and health. However, despite a positive shift rate, overall

"al_lbcation to social sectors was less than one per cenf of GDP.

3.27 Expenditure on economic services, however, had a negative rate of
shift in their share relative to GDP. Overall share of expenditure on economic
services relative to GDP declined from a trend average of 6.904 per cent
(1587-2003) to 6.285 in 2002-03. Within economic services, transport energy
and other economic services had a negative rate of shift in their relative share.
In case of agriculture and rural development, combined expenditure improved
their relative share from an average of 1.230 per cent of GDP during the VIII
Plan (1992-1997} to 1.748 in 2002-03.

328 Another way of looking at the expenditure on social and economic
services is to have these analysed in terms of expenditure per person. Table
3.13 below presents per capita expenditure on selected social and economic
services at 1993-94 prices. To neutralise the inflationary impact and to make
the expenditure series comparable- over years, expenditure on social and
economic services has been deflated by GDP deflator.
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Table 3 13 Per Capita Expenditure on Social and Econoinic Serwces )
(]In ]Rupees at 1993-94° prlces) :

‘Social Services ' ' B Economic Services =

: ; s : oo : Agriculture | = :
erio . Total Ed_ucat Health | Others | Total " & Rural | Energy Trans Qthers
. . . . . fom a . . | port
L _ Dcvelupment : - -
19872003 .| -8 | 33 | 11 38 727 | - 135 |- 52 -l 267 273
VI Plan (1992- .| . e . I N 1
1997) 68 7 9 32 693 127 31 243 292
1X Plan {1997- . oD S I T S o g Coogy
2002) . 04| 4 14 | 48 792 o163 4 68 10290 ) 271
2001-02- 95 | 44 17 | 34 823 | 201 99 333 190
2002-03 122 | 55 18 49 862 240 . 68 | 338 .| 206"

‘| Average Annual Rate of Increase (per cent)

19872003 | 472 | 465 | 506 | 455 | 168 | 649 060 | 174 | -094

3.29  Per capita expenditure of the Union Government on.social services at
1993-94 prices increased from an average of Rs 68 during the VIII Plan
(1992-1997) to Rs 122 in 2002-03. Average annual rate of growth in per capita
expenditure on social services was 4.72 per cent during 1987-2003. Average
annual growth in-education sector was marginally lower whlle for- health
sector it exceeded-the growth of the total sector. -

3.30 In the case of economic s_ervwe_s, per .capita expenditure at constant
1993-94 prices increased from an average of Rs 693 during the VIII Plan
(1992-1997) to Rs 862 in 2002-03. Average annual trend rate of growth of per
capita expenditure during 1987-2003- was 1.68 per cent. The expenditure on
-agriculture and tural’ development had the highest growth of 6.49 per cent,
while energy and transport. sectors -recorded only a. moderate -growth.
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Cliapterd
DEFICITS MANAGEMENT OF FISCAL EMBALANCES

4.1 The annua] budget 1nd1cates three types of deﬁmts viz, revenue ﬁscal
and- primary... This: chapter . discusses - the nature and rnagmtude of . these
deficits, their trend over time.and the manner of financing. these: deficits.
-Deficits . arise- because of imbalances in revenue :and expendlture ‘These
imbalances ' could ‘be transient. or structural, Inthe Indian,context, fiscal
imbalances have -both: been large and persistent. BeSIdes the size and
regularity, its' composition; in particular that of the revenue - d__eﬁr.:lt that
finances current consumptiOn has also.been a cause of concern.

4.2 Table 4.1 presents the break -up of the deficit during 2002 03, There was

a deficit in the CFI amounting to Rs 38,894 crore and a surpIus in the Pubhc

Account amounting to Rs 37,011 crore. The shortfall amounting to Rs 1,883
~ crore was met good by drawal from the cash balances.

-‘ Tabﬁe 4.1: Deﬁc:ts in Gnvemment Aeceunt g ' o
' "'(Rupees in'crore)

.

- CONSOLIDATED FUND
Receipt Amount Disbursement Amount
Revenue 200,826 | Revenue deficit [109,765 | Revenue 1 7 © 77 409,591
Non-debt Capital Receipts . I8 . o | Capital 30,497
Recovery of]eans& o] 13 745 o ) '_ o - _ " | Disbursement ofLoans& ’

| advances - I A < e o ladvances < - -] 36,222
Sub total CFI (other than : 'Sub total CFI (clherthan :
pub]]c debt) 41,722 0 o _ | Public Debt) 476,310
Public-debt 435,371 Fiscal deficit (134,588 | Public debt repayment 339,677
Total (’C"FI') " | 777,093 | A: Deficitin CFI | 38,894 | o 815,987

-~ PUBLIC ACCOUNT ‘. -

_' "Smal savings, prowdent o R .. - ¢ . |Small savings, pm\ndent :

.. | funds ete. . . 199340 |~ . _ ‘| funds étc. 161,495

‘| Reserve Fund' . . | 20,713 | . T ' ' " [ Reserve Fund - 18,315
Deposits & Advarices®- 80,242 o ' | Deposits & Advances  °| 75,745
Suspense & mlscellaneeus 6,047 | : - - | Suspense & miscellaneons | 14,299
Renittances* B . 893 | o ‘| Remittances ' - 370
Total t?nhlic Account 307,235 B: fc‘lffl’::: ‘;‘;B“lbl"c 270,224

Decrcase in cash balance {A-B} =1, 883 :

1 1. Includes Dcprecmtmn Reserve Funds — Railways, Revenue Reserve Funds - Rallways Sugar Development

. Funds, Mines Welfare Funds, National Renewal Funds etc.

2. Includes Secunty Depes:ts of Railways, Telephone Apphcatlon Dep051ts Postal Deposus Forcst Advances,
Departmental Advances etc. : :

o 3 ) Includes amourits awaiting firal adjustments in the accounts like Pay and Accounts Office Suspense,

' Suspensc Acceunt P&T Defence, RalIways and Te]e Commumcatlon Comage Accounts Cheques and BlIIs L
etc. oo . . .

4, Inc]udes money i transit: I:ke Meney Orders. RB Rermttances Small Com Depot Remlttances, Mint

Remittances ete.
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4.3 The surplusss and deficits in the Consoliddted Fund or Public Account
only indicate the excess of receipts or disbursements in these accounts and
these do not constitute fiscal deﬁcxts or surpluses Fiscal deficit of the Umon
Government indicates the excess of its total expendlture consisting of revenue
and capital expendltures and loans and advances over its ron-debt receipts
(comprising revenue receipts, miscellaneous capital recelpts and recoveries of
loans and advances, which do not create any fiscal 11ab111ty for the
government). In the year 2002-03, total expenditure of the Union- Govemment
at Rs 476,310 crore exceeded its non-debt receipts by Rs 134,588 crore. . The
fiscal deficit, at this level, was 5.49 per cent of GDP. This was met by raising
public debt of Rs 95,694 crore (net of repayments), use of the surpluses in
public account amounting to Rs 37,011 crore: and Rs 1 883 crore by way of
drawal from cash balances.

4.4 There was also a revenue deficit, as revenue expenditure could not be
fully met by receipts. There was a shortfall of Rs 109,765 crore. Reévenue

- deficit accounted for nearly 82 per cent of the ﬁscal deficit and was 4.48 per
cent of GDP

_ Deficnts Trends

.45 - Table 4.2 indicates'ihe trend in various facets of ﬁscal.limbalaﬁt:e.é

- together with the trends of revenue and expendxture Appendlx—IV -A presems
 deficit for the last 27 years .

Tabie 4.2: Magmtude of Defic:ts

: (Ritpele.s; in Cm-"fll
s | 35 [ e T s T et | i
o Receipts difure diture R . .

1985:2003 142503 |. 154526 | 182090 | 225653 50534 | 39587 | 71128 | 20594 .
VIII Plan (1992-1997) 131601 | 140973 | 160541 | 203539 . 44280 | 28940 | 62565 | . 18285
IX Plan (1997-2002) 237307 254827 | 313109 | 374502 01102 | 75712 | 119675 | 28573
200102 | 265279 | . 289658 | 375582 | 445491 114173-] 110303 | 155833-| 41660 |
2002-03 209826 | 341722 | A09591 | 476310 | 124573 | 109765 | 134588 | 10015
Average Ar:_m_u_g? Trend Rate of Growth (per ceny ' o . _ _ !
- 1985-2003 13.37 13.20 | 1443 1273 18171 1883 11567 023
VII Plan (1992-1997) 1561 1451 ] 1464 | 1187 | 1744 | 10.88 Y642 -19.36
X Plan(199’,’ 2002) J812y 874 io40|. - 886 . 14.90 17.29 9.00-] -548
200102 361 0 5351 96| 154 1061 " 2735 | © 2892 | 136.03
2002-03 1302 | 17.97 | - 9.06 6.92 9.17 049 . -1363 | -75.96
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4.6 Revenue deficit of the Union Govemment increased from an average of
Rs 28,940 crore during the VIII plan (1992-1997) to. Rs 109,765 crore in
2002-03. The average annual trend growth of revenue deficit during 1985-
2003 was 18.83 per -cent. Immediately after initiation .of economic reforms in
1991, there was a deceleration in the rate of growth of this deficit (average
annual rate of growth declined by about 8-percentage points compared to the
long-term trend) but could not be sustained during the IX plan (1997-2002). A.
higher growth of revenue expenditure relative to revenue receipt.contributed to
the rising revenue deficit. During 1985-2003, while revenue expenditure
increased at an- average annual rate of 14.43 per -cent, rate. of growth of
revenue teceipt was 13.37 per cent only. During the VIII plan (1992-1997),
there was a positive spread of about one-percentage point between the growth
of revenue recéipt and revenue expenditure, which resulted in deceleration in
the rate of growth of revenue deficit. During the IX plan (1997-2002), this
spread again became negative leading to a faster rise in revenue deficit.

4.7 Fiscal deficit recorded a relatively lower growth during this period.
However, as in the case of revenue deficit, rate of growth of fiscal deficit also
witnessed acceleration during the IX plan (1997-2002) compared to the earlicr
period. Overall fiscal deficit increased from an average of Rs 62,565 crore
during the VIII plan (1992-1997) to Rs 134,588 crore in- 2002-03. Though
therc was a small positive spread of 0:56-percentage points between rate of
growth of non-debt receipts and total expenditure (1985-2003), this spread
was not adequate to result in any improvement in fiscal deficit. During the
VI plan (1992-1997), this spread increased to 2.64 per cent, which to some
extent resulted in fiscal consolidation. This positive spread, hewever, was due
to a moderate growth in capital cxpenditure and not through any squeeze in
revenue expenditure or decelcratlon in its growth or its 10wer growth rcldtwc
to receipts.

4.8 Fi_scal deficit represents the net annual borrowing by the government.
However, a part of such borrowing is resorted to finance interest payments on
the past obligations. It may, therefore, be necessary to look at the net current
imbalances. anary deficit, which is arrived at after deductlng the interest
payments, measures such current imbalances. ‘Qverall primary deficit declined
from an average of Rs 18,285 crore during the VIII plan (1992-1997) to
Rs 10,015 crore in 2002-03, indicating a declining trend n current fiscal
imbalances. A relatlvcly faster increase in interest payments contributed to a
moderate growth in primary deficit. Interest payments, as indicated earlicr,
were the fastest growing component of total expenditure. :
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49 In 2002- 03 all the three vanants of deﬁc:lt witnessed 1mprovement
Revenue deﬁcxt recorded a negatlve growth ofO 49 per cent, Decline 1n fiscal
deficit was even larger at 13.63 per cent. anary deficit witnessed an even
stronger deelme and became a quarter of the prevxous year’s Rs 41 660 crore

Reven_ue Deficit ”

4,10 Revenue ~deficit represents * government’s -dis-saving and inter-
temporally, a shift to present consumption. Of the three variants of deficit,
permstent revenue deficit is considéred most undesirable in view of its adverse
impact on capital formation by the government. Table 4.3 summarises the
magnitude of the revenwe deficit relativé to revenue receipts, revenue
expenditure and GDP over the plans and during the last two years.

Table 4.3: Reverue Deficit relative to GDP, Revenue Receipts & Expenditure

. - ) _ {per cent}

Peno d 1 GDWPII ’ - Revenue - Revenue.

y o e _ . Receipts . | . Expenditure
19852003 - S 3sy L L s L 2174
VI Plan (1992-1997) | 280 2199 | 1803

IX Plan (1997-2002) I 394 - | 318 - 24.18 _
12001-02 . a0 . 4158 2937 :;
[2002-03 S 448 3661 . 2680
[Average Annual Rate ofSl:rft ofﬂhe Relative Share - s |
§ 385 |

'1985-2003 . [ 385 | 4w

4.11 Reventie deficit increased from an average of 2.80 per ceni of GDP
during the VIII Plan (1992-1997) to an average of 3.94 per cent during the IX
Plan (1997-2002). It was around 22 per cent of the revenue receipts and
around 18 per cent of revenue expenditure during 1992-1997, which increased
to-32 per cent of revenue receipts and 24 per cent of revenue expendlture
during 1997-2002.. During 2002-03, revenue deficit was around-37 per cent of
revenue receipt and 27 per cent of revenue expenditure. The ratio of revenue
deficit relative to all the three-macro aggregates had a positive shift rate in its
relative share. The ratio of revenue deficit to revenue recelpts;’expendﬂure
indicates the increase/ decrease in revenue receipts/expenditure that. was
needed to have current expenditure being fully met by current receipts .W_IthOI_It
net dis-saving by the government. . . o '

Fiscal Deficit

4.12 Table 4.4 indicates the ratio of fiscal deficit to GDP, non-debt receipts
and total expenditure over the Plans and during the last two years.
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Table 4.4: Ratio of Fiscal deficit to GDP, Non-debt Receipts and Total Expenditure

: (per cent}
N Penod ; - GDP o iNon Debt. Recelpts - .E‘:]g}ﬁ:;fig:t::e

1985-2003 e 631 . | 4603 | 3152
VIIIPIan(1992 1997) [ 6.04, U 4438 1 3074
{IX Plan (1997-2002) 623 [~ 4696 ] 319
200102 T 679 | 5330 734,98
200203 . . .. | sas” T 3939l 2826
Average Annual Rate of Shift of the Relative Share S
1985-2003 ] 250 1 -1.52 B -1,03 |

- 4. 13 The rano of ﬁscai deﬁmt to GDP w1tnessed a negatxve shlft Tate dunng
1985-2003. Major 1mpr0vement was, however, achicved durmg the VIII plan
{1992- 1997) compared with the VII plan (1985- 1990) when fiscal deﬁcxt GDP
ratio averaged 8.09 per cent. During this period, there was a positive spread
of 4.67 per cent between GDP growth and the growth of total expenditure.

{Though the spread was positive during 1997-2002, a negative spread of 13.33
in 1997-98 increased the fiscal deficit in that year and that led to an increase in
average fiscal deficit-GDP ratio for 1997-2002). Fiscal deficit financed nearly
32 per cent of total expenditure during the IX plan (1997-2002). This ratio
declined to 28.26 per cent n-2002-03. As a percentage to non-debt Teceipts,

fiscal deficit declined from an average of 44.38 per cent durmg the VIII plan
(1952-1997) to 39.39 per cent in 2002-03, Ratio of fiscal deficit to non-debt
receipts and total expenditure'also had a negative shift rate as overall spread
between:. the two-macro. pararneters growth rates durmg 1985- 2003 remained
p051t1ve : : : :

4 14 It may be deSIrabIe to study the components of ﬁscal deﬁmt and thelr
movement over the Plan pcnods

Table 4 5: Components of Flscai Deﬁclt- Relatwe Share

T . (per cent)
R l;eriod' ) Rev_en}le i Net Capital Net'Lnans& _
Deficit Expendlture " Advances . |
1985 2093 o ' 55.66 : 24.37 L1897 L
VIII Plan (1992- 199?) R 46.26 - 2825 L 2549 L
- [IXPlan (1997-2002) - | 63.27 - 1953 | 1720 .47
200102 i 70.79 17.74 1147
12002-03 _ | 81.55 - |- .- 2032 .} . . -187
" [Average Annual Rate of Shift in the Relative Share o BRI
19852003 - - e on bl - 65t ] 469 oo T L8097
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4.15 The ratio of revenue deficit to fiscal deficit had a positive shift rate of
6.51 per cent per annum during 1985-2003. It accounted for 46.26 per cent of
the fiscal deficit during the VIII plan (1992-1997) that increased to 81.55 per
cent n 2002-03. Continuous recourse to fiscal deficit for meeting the current
expenses. indicated erosion in the assets back up for the Union Government’s
liabilities. Since an increasingly large part of the fiscal deficit was used to
finance current expenditure, the capital expenditure and loans and advances
became variables of adjustment, as resources could not be allocated for these
purposes.

4.16 In 2002-03, the proportion of fiscal deficit or incremental borrowings
allocated to finance capital expenditure declined to 20.32 per cent. New loans
and advances made by Union Government in 2002-03 were less than the
recovery of past loans and there was no need to allocate borrowed funds for
thlS purpose : :

Prima'ry Deficit

4.17 Table 4.6 indicates the ratio of primary deficit to GDP, non-debt receipts
of the Union Government and revenue expenditure. Primary deficit/GDP ratio
declined from an average of 1.77 per cent during the VIII plan (1992-1997) to
a-level of 0.41 in 2002-03. Decline in the ratio of primary deficit to GDP was
due to increasing interest payments. Rate of growth of these payments had
exceeded the GDP growth by 3.75 percentage points during 1985-2003. There
was also a negative shift in the ratio of primary deficit to non-debt receipts as
also in the ratio of primary deficit to revenue expenditure as relative rates of

growth of these two components was less than the rate of growth of interest

payments.

Table 4.6: Primary deficit- Selected Ratios

_ (per cent)
Pe.riod: _ _GDP Debthgar::eipts E)(I:E;lcdni;ltfre
1985-2003 1.83 _ 13.33 1131
VIII Plan {1592-1997) 1.77 12.97 11.39
IX Plan (1997~ 2002) 1.49 11.21 , 9.13
2001-02 ' : _ 1.81 1438 . 11.09
2002-03 0.41 2.93 245
- |Average Annual Rate of Shift in the Relative Share
1985-2003 ' ’ ] -12.40 _ -11.53 ] : -11.39

Non- Debt Recelpts of the Union Govermment include — Revenue Receipts (net of the share af
- the States in Umon taxes) and the non-debt capital receipts.
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4.18 Improvement in primary deficit would indicate a better outlook for the
future, as the revenue receipts and non-debt capital receipts would cover
current operations as interest payments are for the liabilities incurred in the
carlier years. Existence of the primary deficit indicates that even the interest
ony past fiscal liabilities had to be funded through fresh borrowings to that
extent. - - St : . _ .
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Chapter 5
MANAGEMENT OF FISCAL LIABILITIES

5.1 Internal debt, external debt and other liabilities are the three sets of
liabilities that constitute the Union Government debt. Internal and external
debt constitute public debt and is secured under the .Consolidated Fund of
India. Internal debt includes market loans, special securities issued to Reserve
Bank of India and National Small Savings Fund, compensation and other
bonds and other rupee securities. External debt represents the loans received
" from foreign governments and bodies. The other liabilities of the government
arise more in its capacity as a banker rather than a borrower. These borrowings
or accruals are not secured under CFI and are shown as part of public account.
All these liabilities, however, are obligations of the govérnment.

5.2  Govemment incurs these habilities to meet its resource requirements
for repayment of debt; discharge of liabilities on the public account, capital
expenditure and ‘such other current expenditure requirements as may remain
uncovered by revenue and non-debt capital receipts.

Aggregate Fiscal Liabilities: Trends and Composition -

5.3  Table 5.1 presents aggregate liabilities of the government including
internal debt and external debt reckoned both at the current rate of exchange
and at the historic rate {the rate at which the debt was originally contracted)
and the Public Account durmg 1985-2003. Annual total liability in terms of its
composition is indicated in Appendix-V-A.

Table 5.1: Aggregate Fiscal Liabilities- Trends & Composition

(Rupees in crore)

' External _ Total External Total
Period Internal Debt at Public | liabilities | Deb¢ (at _Iiabilities-
Debt Historic | Accounts |(at histeric| Curremt [(at current
' Rates rates) Rates) rates)
1985-2003 360804 44355 196373 601532 120695 677872
VIII Plan (1992-1997)- 272725 49206 | 218152 540083 137732 628609
IX Plan (1997-2002) 655942 61703 "| 292049 | 1009654 183073 1131064
2001-02 913061 | 71546 | 286582 | 1271189 199897 1399540
2002-03 1020689 - 59612 | 331419 | 1411720 196068 1548176
Average annual Rate of Growth (per cent) '
1985-2003 16.81 - 7.99 11.37 1442 | 1284 . 14.65
VI Plan (1992-1697) 1413 5.95 14.80 13.62 5.88: 12.48
"|IX Plan (1997-2002) 2542 6.77 -7.05 - 12.80 | 5.05 11.85
2001-02 - 1361 3.49 16.91 - 14.03 520 | 1297
2002-03 11.79 -16.68 15.65 1106 | - -1.92 10.62

Depiction of external debt at current rate of exchange in finance accounts commenced from
199]-92, Earlier data of external debt at current exchange rate have been taken from Reserve
- Bank of India to complete the series.

5.4  Aggregate fiscal liabilities increased from an average of Rs 628,609
crore during the VIII Plan (1992-1997) to Rs 1548,176 crore in 2002-03.
Average annual trend rate of growth of these liabilities was 14.65 per cent
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during 1985-2003. Internal debt was not only the most predominant
component of the. aggregate liabilities, accounting for ‘around two thirds of
these in. 2002-03, but was also the fastest growing component ‘with its growth
averaging 16. 81 per cent. Public account liabilities had the’ lowest growth of
11.37 per cent. These two components, which in terms of the origin are
domestic liabilities, constituted over 87 per cent of the aggregate liabilities in
2002-03. Share of these two components in aggregate liabilities also improved
from an average of 78 per cent during the VIIT Plan (1992-1997) to the current
level: External liabilities at.current exchange-rate constituted around 13 per
“cent of the aggregate liabilitiesin 2002-03 and grew at an average annual rate
of 12.84 per cent. Aggregate liabilities show a moderate deceleration in their
growth rates over years. External liabilities at historic rate, though grew at a
lower rate, were only of accounting interest as repayment obhgatlons of this
debt are to be met at the current rate of exchange only.

Fiscal Lnablhtnes relative to GDP

5.5 Table 52 ‘gives the aggregate fiscal . liabilities. of the Umon
Government relative to GDP. Aggregate fiscal liabilities-GDP: ratio peaked
during 1991-92 when it reached 65.43 per cent of GDP. This ratio decelerated
to an average of 60.72 during the VIII Plan (1992-1997) and further to an
average of 58.90 per cent during the IX Plan (1997- 2002) In the last three
- years; fiscal liabilities — GDP ratio witnessed worsening trend and reached
63.16 per cent of GDP .in 2002-03. Two factors are identified as contnbutmg
to the fiscal liabilities-GDP ratio. One is the cumulated effect of the primary
deficit and the other, the cumulated effect of the difference between growth
rate of GDP and interest rates. Since for most part of 1985-2003, average rate -
of interest on Union Government liabilities. was below the rate of growth of
GDP, nearly two thirds of impact of cumulated primary deficit was absorbed
by this positive gap. The situation underwent a change in last two years and
spread between GDP growth and interest rates became negative, which led to
an increase in fiscal liabilities-GDP. ratio. The long-term tendency of the ratio
of fiscal liabilities to GDP ratio was of acceleration with an average. annual
rate of shift of 0.20 per cent dunng 1985 2003

Table 5.2: Fiscal Liabilities Relatwe to GDP :
{per cent)

External External
Period - Internal D_ebt_et. | Public § Total Debtat Total
Debt Historic  |Accounts|liabilities| Current . |liabilities
. Rates " Rates |
]985-2003 31.99 - 3.93: 17.41 53.33 1070 | 60.10
VIII Plan (1992- 1997) 26.34 475 | 21.07 52.16 13.30 60.72
IX Plan (1997- 2002) © 34.16 321 | 152] .52.58 953 | 5890
2001-02 B - 39.77 312 | 12.48 55.37 871 60.96°
2002-03 | 41.64 243 [ 1352 | 5759 800 | 63.16
Average Annual Rate of Shift in Relative Shares o ' . .
-2.66 -138 - | 020

1985:2003

1209 |

.5.62
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5.6 It would be appropriate to look at the aggregate fiscal liabilities
relative to the revenue receipts of the Union Govemnment, Table 5.3 gives the
ratio of outstanding fiscal liabilities as a percentage of the non-debt receipts,
revenue receipts and receipts after providing for the committed liabilities.

Table 5.3: Outstanding Fiscal Liabilities as a percentage of Non-Debt Receipts, Revenue
Receipts and Uncommitted Receipts

Period Non-Debt Revenue * Uncommitted

: " Receipt Receipt Receipt
1985-2003 o 439 - 476 1145
VIII Plan (1992-1997) 446 - 478 : 1047
IX Plan (1997-2002) | 444 - 475 1250
2001-02 483 t528 - 1598
2002-03 453 _ 516 - 1401
Average Annnal Rate of Shift in Relative Shares
1985-2003 1.20 : 1.13 : 4.12

Note:- Non-Debt Receipts are Revenue Receipts (nef of the States' share in taxes) and non-
debt capital receipfs. Uncommitted receipts are the Revenue Receipt (net of the
States’ share in taxes) wiinus the committed liabilities of salary, pensions and interest
payments. N

57 The ratio of fiscal liabilities to revenue, non-debt and uncommitted
receipts had a positive shift rate during 1985-2003. The rate of growth of fiscal
liabilities exceeded the. rate of growth of above three parameters. Average
percentage of fiscal liabilities to non-debt receipts increased from 446 during
the VIII Plan to 483 in 2001-02. It, however, declined to 453 in 2002-03.
" Sharp increase in these ratios in 2001-02 was due to a moderate growth of
revenue parameters. As against a growth of 5.36 per cent, 3.61 per cent and
0.69 per cent for non-debt receipts, revenue receipts and uncommitted receipts
respectively fiscal liabilities grew by 12.97 per ceni in 2001-02. A recovery in
their growth during the current year improved these ratios.to some extent.
Notwithstanding this moderation in 2002-03, the level of aggregate fiscal
liabilities relative to receipts parameters as indicated above was very high.

Debt Sustainability

5.8  Fiscal liabilities are considered sustainable if the government is able to
service the stock of these liabilities over foreseeable future and debt-GDP ratio
does not grow to explosive proportions. A necessary condition for stability is
the Domar’s Debt Stability Equation. It states that if the rate of growth of
economy exceeds the rate of inferest on the debt, the debt GDP ratio is likely-

to be stable provided primary balances are either zero or positive or are
moderately negative. In a situation where the rate of interest is higher than the.
rate of growth of output, the debt GDP ratio would continue to rise unless the
primary balances turn positive. The sustainability of debt is also examined in .
relation to the inter-temporal budget constraints; sustainability rests on
whether the past behaviour of revenue, expenditure and fiscal deficits could be
continued indefinitely without any adverse implications or response from
lenders. As such, the question of sustainability of debt mvolves consideration
of whether Ponzi Financing has been used as a debt management strategy. The
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solvency or the overall budget constraints also require that initial debt stock
equals the present discounted value of primary surplus in future. The equality
of the current debt and present value of surplus do not necessarily imply that
debt 1s ultimately re-paid or even that debt is ultimately constant. All it
implies is that debt ultimately grows: less rapidly than the interest rate. Debt
- stabilisation can take place in one of two possible ways. If the nominai growth
rate of the economy exceeds the nominal rate of interest on domestic debt,
which-can happen under financial repression, stabilisation of domestic debt is
possible while still running a primary deficit (even in excess of monetisation).
But if the nominal interest rate exceeds the growth rate, the primary deficit
must be sufficiently less than monetisation for debt stabilisation to be possible.

5.0  Debt sustainability has been examined in terms of some of the
following parameters:

o Rate of interest in relation to GDP growth or Domar gap

o Rate of Interest and the growth of debt in terms of debt satisfying inter-
‘temporal budget constraints

e Application of borrowed funds in terms of assets back up for the
* habilities _ '
o Net availability of funds from the gross borrowings after payment of
principal and interest '

5.10 The average interest rate (nominal)} on total debt over time, as indicated
in Table 5.4 remained lower than the rate of growth of GDP at the market
prices during 1985-2003. However, in the last two years, rate of growth of
GDP remained lower than the average interest rates on internal debt. Increase
in fiscal liabilities during this period was, therefore, more than the size of
primary deficit would suggest. Or alternatively, the reversal of this trend with
the GDP growth- interest rate spread becoming negative indicated that there
was no absorption of a part of incremental liabilities through high GDP
growth. This also violated the necessary condition of debt sustainability.
Further with a large debt overhang, moderation/softening of interest rates
failed to make much impact on the interest burden of the government.

Table 5.4: Average Interest Rate on fiscal liabilities :
' {per ceni)

Period - I.lll‘e'l'flfl] External _ A:ggr}a-g_:;nte g'l‘{:‘:':hﬂzf Interest
_ S Liabilities debt . Liabilities GDP Spread .
o | 1985-2003 9.74 - 277 8.44 . 14.42 5.98
‘| VIII Plan (1992-1997) 9.37 | . 3.07 _ 7.91 . 1654 8.63
IX Plan (1997-2002} . 10.42 251 9.06 10.64 1.58
2001-02 . | 1048 226 922 9.11 -0.11
2002-05 10.03 2.13 8.90 6.75 -2.15
Average Annnal Rate of growth - _ S o
19852003 - . | 264 | -161 250 -

Average interest rate is = Interest paid/Ouistanding Liabilities at the beginning of the -
 year*100 ' '
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5.11 It is not uncommon for the government to borrow funds for creating
capital assets or for making investment. Though in government accounting
system comprehensive accounting of the fixed assets like land and buildings
etc., owned by government is not done to create a kind of a balance sheet,
accounts do capture and provide the assets created out of expenditure incurred.
Government’s investment, outstanding loans and advances and cumulated
capital expenditure could be considered as its assets. The ratio of these assets
to its aggregate fiscal liabilities could be considered as a surrogate measure of
quality of its application of borrowed funds.

Table 5.5: Buoyancy of assets and Ratio of Assets to Liabilities

{(Rupees in crore, Ratio and Growth rates in per cent)

Aggregate | Aggregate Ratio of Annual Annual Buoyancy
Period Liabilities Adssts Assets to | Growth of | Growth G Assoks
Liabilities | Liabilities | of Assets

1985-2003 677872 372626 54.97 14.65 10.77 0.735
VIII Plan (1992-1997) 628608 362555 57.68 12.48 10.31 0.826
1X Plan (1997-2002) 1131064 575689 50.90 11.85 8.28 0.699
2001-02 1399540 665373 47.54 12.97 7.95 0.613
2002-03 1548176 693286 . 4477 10.62 418 0.394

5.12 The ratio of assets to liabilities witnessed a secular decline from an
average of 57.68 per cent during the VIII Plan (1992-1997) to less than 45 per
cent in 2002-03. Average annual rate of shift in this ratio was (-) 3.38 per cent
during 1985-2003. By 2002-03, more than half of the Union Government
liabilities ceased to have an assets back up. Overall rate of growth of assets
not only remained lower than the rate of growth of liabilities, the spread
between these growth rates was also widening. Buoyancy of the assets to
liabilities also declined from 0.826 during the VIII Plan (1992-1997) to 0.394
in 2002-03. If debt receipts were used to create income-generating assets, it
could enhance debt-servicing capabilities.

5.13 Another issue in debt sustainability is the ratio of the debt redemption
to total debt receipts. A higher ratio would indicate that to the extent debt
receipts were used in debt redemption, there was less net accrual of resources.
Table 5.6 gives the ratio of debt redemption to debt receipts during 1985-2003
and over VIII and IX Plan periods along with the information of two most

recent years.
Table 5.6: Ratio of Debt redemption to Debt Receipts
Debt Repayment Debt Debt
Debt princina | Principat | NPT | Repayment
Period Receipts P Interest (2) / Debt
m 2 K Receipts
: ) Receipts
(Rs in crore) (Annual A verage) (per cent)
1985-2003 322847 251554 302088 77.92 93.57
VIl Plan (1992-1997) 266443 203787 248066 76.48 93.10
IX Plan (1997-2002) 530341 411106 502208 77.52 94.70
2001-02 524176 366629 480802 69.94 91.73
2002-03 623645 485764 610337 77.89 97.87

Debt receipt and payments are average of the years indicated and net of Ways and Means Advances.
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Cash Managemeﬁt

5. 14 “With Umon Government entering into an agreement with Reserve
Bank of India in 1994, a system of autornatic monetisation of budget deficit
was phased out in 1997. Effective from April 1997, a new scheme of Ways
_and Means advances (WMA) was introduced to facﬂ]tate the government to
overcome the temporary mismatches. in its cash flows. This system had
demanded greater skill in debt management and also cash management. While
there was a need to avail WMA on a continuous basis, systém seems to have
stabilized. There were no outstanding WMA badlances at the end of the year
2002-03. (Table 5.7) -
Table 5.7: Waysiand Means Advances :

e ' s . (Rupees in crorej

— —

. i . . Qutstandin
Vour [ Qpenlng | Addlter | Dihare | weys and vieans

) Advances
1997-1998 | = 17239 0 |- 152390 |- ¢ . 2000

19981999 " | © 2000 | @ 92257 91215 b - 3042

1999-2000 | 3042 | 124972 | 1270320 | 982
2000-2001 ©982  |° 1313000 | 126887 | . 5395
2001-2002 [ 5395 7 | 170953 . | 1mit7;2 | 5176
120022003 5176 | 118961 | (124137 1 NI

Unutlllsed Commltted External Ass1stance

5.15 - Ason 31 March 2003 unut111sed commltted external a551stance was of
the order of Rs 67,365 crore. Much of the unutilised external -assistance. was
for projects in the infrastructure sector (details in Appendix-V-B). Table 5.8
shows the year wise unutilised committed external assistance. . :

Table 5.8 Unutilised Cumm}tted Extemal Assistance
' (Rupees in crore)

Year B Amount
- 1990-1991 | .. 50551 ..
19992000 © 0 [ . L -56917 -
. 20002001 LT 56920
2001-2002 N 62565
2002-2003 . - 67365

5,16 Commitment.charges on undrawn external assistance are to bépdid on
the amount of prmmpal rescheduled for drawal on later dates. As thereis no
distinct head in the accounts for reﬂectmg the. payment of commitment
charges, it is shown under the head ‘interest obligation’. - Table 5.9 indicates
‘charges paid to various bodies/governments during:1990-2003 as commitment
charges ‘for reschedultog of drawal of assistance at a later date. This points.to.
continued inadequate planning resultmg in avoidable. expendmlre in the form
of commltment charges (Rs 67 19 crore m 2002 03) R
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Table 5.9: Commitment Charges
(Rupees in crore)

Year ADB France Germany IBRD Sweden Total
1990-1991 7.73 1.34 2.63 31.14 19.89 62.73
1995-1996 35.37 0.30 243 20.12 0.72 58.94
1998-1999 2283 0.21 0.66 23.89 - 47.59
1999-2000 15.71 0.36 0.37 2533 - 41.77
2000-2001 13.52 0.27 0.19 26.25 -- 4023
2001-2002 12.84 0.22 0.76 3464 -- 48.46
2002-2003 26.45 0.19 0.95 39.60 67.19

Source: External Assistance Brochure 2002-2003.
Growth in Contingent Liabilities of the Union Government

5.17 Contingent liabilities of the Union Government arise because of its role
in promoting investment and in reducing the credit risk for investors,
especially in those activities where the nature of investment is characterised by
long gestation periods. While guarantees do not form part of debt as
conventionally measured, in the eventuality of default, this has the potential of
aggravating the debt position of the government. The issue of guarantees
assumes significance in the context of the growing investment needs for
infrastructure, participation by the private sector in such projects and its
increasing probability of being invoked. In exchange risk guarantees provided
for Resurgent India Bonds and India Millennium Deposits there was
substantial financial outgo from the government receipts. Table 5.10 gives the
position regarding the maximum amount of guarantees and sums guaranteed
and outstanding at the end of the financial year during 1991-92 to 2002-03.

Table 5.10: Guarantees Given by Union Government
(Rupees in crore)

S Ftarmd External Guarantees
Position at the end| Maximum amount Outstanding as % to
Guaranteed | Guarantees
of the year of guarantee Ouistsnding [Outstaniin sums Guaranteed
& e Outstanding

1991-1992 55063 46744 20908 44.73
1999-2000 144438 83954 47663 56.77
2000-2001 135678 86862 55664 64.08
2001-2002 168712 96859 57006 58.65
2002-2003 174487 90617 51097 56.39

5.18 Outstanding guarantees as on 31 March 2003 were less than 7 per cent of
the aggregate fiscal liabilities of the Union Government. Total outstanding
guarantees were less than 4 per cent of GDP and 30 per cent of the revenue
receipts that accrued to the Union. These guarantees, however, do not include the
volume of implicit contingent liabilities in the nature of open-ended pension

payments.

5.19 Ministries/Departments of the government are required to levy
guarantee fee at the rate of one per cent on internal and 1.2 per cent on
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cxternal borrowings as per the instructions of the Union Government.
Guarantee fee is to-be levied on the date of guarantee and thereafter on 1 April
every year.. Where the guarantee fee is not paid on due date, it should be
charged at double the normal ratc. Table 5.11 indicates that Lhe recoveries of
guarantcc fee have not been made cﬂcctwcly resulting in short recoveries.

Tahle 5.11: Guarantec Fee :
' ' ' fRupees in crore)

= I T i - : . o
. ! ‘Sums guarantecd © Guarantee fecdue Total As per cent tg
R : uutbtdndmg o . T o . lotal
Year —— e e i guarantée fee ve .
S Intérnal |Externat| Total ' internat|Externat| Toetal | received:  outstanding
- } nternal | Ex at| 1 nak| ; t puarantee
1991-1992 | 25836 | 20908 |- 46744 | 258 | 251 | 509 2 -
1999-2000 | 36291 | 47663 83954 363.-_ | 572 . ¢ 935 i 280 - 033
2000-2001 | 31197 | 55664 | 86862 | 312 | 668 .. 980 < | = . 542 . 0.62
2001-2002 | 39853 | 57006 | 96859 | 399 | 684 | 1083 | T 484 0.50
2002-2003 | 39520 | 51097 . 90617 | 395 | 613 | 1008 491 | 055

520 As aresult of the sharp rise in debt scrvicing, an overwhelming proportion
of the total disbursement out of the CFI is charged on the Fund; i.e., it is not
subject to vote by Parliament. During 2002-2003, out of a total dwburscmcm of

- Rs 815987 crore, nnly 38 por cent was voted by the Parliament. 62 per cent of the
total dishursement was apphcd towards debt service obhgdtmm Le., loan
_repayment and 1ntcrcst paymcnt a
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" Ch apter 6
APPROPRIATION ACCQOUNTS 2002 03: INTRODUC’IION

'Cunstltutlonal provisions

6.1  Soon after the Lok Sabha passes the demands for grants under Artlc]c
- 113 of the Constitution of India, the Government introduces an Appropriation
Bill under Article 114 to provide for appropriations out of the Consolidated

~ Fund of India (CFT). The Appropriation Act passed by ‘Parliament authorises

“the Government to appropriate specified sums from the CEI. for spemﬁcd
services. Parliament can also sanction supplementary or additional grants by
subsequent Appropriation Acts in terms of Article 115 of the Constitution. The
Appropriation Acts include the disbursements, which have been voted by
Parliament under various grants in terms of Articles 114 and 115, and. the
disbursements, charged on the CFI in terms of Article 112 (3) as well as
Article 293 (2) of the Constitution. The Government prepares Appropriation

Accounts every year indicating the details of gross amounts on various:

services actually spent by Govemment vis-a-vis those authorised by the
Appropriation Acts.

6 2 The Control]cr General of Accounts.(.CGA). prep&rés the'Appropriﬁt‘iOI—l' '

Accounts in respect of 96 grants and appropriations of ¢ivil ministries. The
Ministries of Defence and Railways and the DDepartment of Posts prepare the
Appropriation Accounts of their respective grants. The Comptroller and
Auditor General of India submits four different Appropriation Accounts
pertaining to different sectors of activities of the government, viz. Civil,

Defence, Posts and Railways, along with his Report under Article 151 of the |

Constitution, to the Prestdent every year, who causes them to be laid before
Parliament. Details of demands for grants and approprations of various
ministries during 2002-03 were as follows:

Number of demands for

Sector of activity grants/appropriations

Civil 96
Defence Services 5
Postal Services 1
Railways 16

Total: : 118

6.3  This Report contains audit observations on the Appropriation Accounts
{(Civil, Postal and Defence Services), including an analysis of expenditure in
excess of allocation requiring regularisation by Parliament, unspent provisions
requiring  explanation, imegular and injudicious re-appropriations,
supplementary provisions made without requirement by some Ministries,
expenditure on new instruments of service, unrealistic budgeting and detailed
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~observations in respect of the Ministries selected for in- dcpth examination.
For facility of better appreciation of sectoral: features, all grants relating to
Civil departments, Posts and Defence appropriation have been dealt with
(,omprehenswely Refercnces to Railway appropriations havc been made,
wherever necessary, in order to cover the appropnation process in totality.
Audit findings on. Railway appropnatlons are, howevcr avallable in "Audit
Report No. 8 0f2004 '

A summary

6.4  Table 6.1 gives the total provision (both chargcd and voted) and
disbursement during 2002-03. Appendix-VI-A presents the details of the
summary of Appropriation' Accounts of (le11 Mnmsmestepartments Postal
Dcfenc,e Services and Raﬂways

Table 6. 1 Provision and Dlshursemeuts durlng 2002-03-
(Rupees in crore)

wId)lcvapaﬂments L Total Provision . Disbursements . Unslpltl:nt provision -
Civik .. - . 7. . 777801 717952 59849
Posts - - - . TTsel9 o ssIgc . 101
_Defence Services . 67220 . - 57955 925
Railways T2 L 69550 P

Grand Total - - - '.-._:' 922922 - 850975 “; 71947

6. 5 Out of the overall unspent pr0v1s1on amountmg to Rs 59849 32 CTOTS
in the grants pertaining to civil ministnies/departments; Rs. 376.10.crorc was
on account of less than the budgeted payment of interest on 14 and 364 days
Treasury bills being paid owing to easy liquidity conditions and less -issue of
14 days treasury- bll]S Excludmg thls thc unspent provmon was Rb 5 9473 22
crore. '

6.6.' - ‘There were net unspent provisions in 199 sections and excess in 9
-sections under the grants/appropriations relating to Civil ministries; unspent
provision in 4 sections of Posts, unspent provisions in 10 sections of Defence
Services ‘and unspent provision in 18 sections and excess in 11 sections of
Ral lways Appendlx—VI-B presents an abstract of the detaﬂs

Charged and Voted dlsbursement

6.7 Appendnx—VI—C contams the dctalls of thc dlsburscments actually mdde.
against approved demands (grants and-appropriations) of the Civil ministries.
for the years.1991-2003. . Duning these years, 66 to 77 per cent of the total.
disbursements for the CIVl] ministries was chargcd on the Consohdatcd Fund
of India. - c :
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6.8  During 2002-03, the total disbursements of Rs 717952 crore under
Civil ministries were Rs 42428 crore higher than the total disbursement of
Rs 675524 crote during 2001-02. It increased by 298 per cent from
Rs. 180575 crore in 1991-92 to Rs. 717952 crore during 2002-03. The
charged disbursements increased by 312 per cent from Rs. 122373 crore to
Rs. 504119 crore and voted disbursements increased by 267 per cent from
Rs. 58202 crore to Rs. 213833 crore. The charged disbursements of Civil
ministries during 2002-03 were mainly on account of interest payments
(Rs. 124573 crore, which was 9 per cent higher than Rs. 114173 crore for
2001-02), repayment of debt (Rs. 339677 crore), transfers to State and Union
Territory governments mainly on account of block grants, loans for State plan
schemes, Joans to States and UTs against net small savings collection, loans
for rural electrification etc., excluding share of net collection of Income tax
(Rs. 37906 crore) and others (Rb 1963 crore) and, constnuted 70 per cent of
the total disbursements.

6.9 Since charged disbursements are not subject to vote by Parhament,
effectively the scope of financial control by Parliament is limited to about 30
per cent of the total disbursement in the civil ministries. However, viewed
against the background of the total disbursements from the CFI (gross -
Rs. 850975 crore), the percentage of charged disbursements was 59 per cent
(Rs. 504188 crore) (including Post, Defence & Railways). If the disbursement
on salary and allowances, which is largely inflexible, is also added to it, only
about 25 per cent of the total disbursement of the Consolidated Fund of India.
18 effectwely subject to the vote of Parliament. : o :

Dnsbursemente

6.10 The details given in Appendix-VI- D wou]d mdlcate that major part of
disbursements on grants-in-aid to State/Union Territory governments, capital
outlay and investments, were made.in the month of March 2003. Since the
funds released.in March to various organisations cannot be constructively
spent during the year, it 1s not possible to conclude whether these funds were
applied during the same year for the purpose for which they were anthorised.
The tush of expenditure in the month of March 2003 was attributed by the-
Ministry of Statistics (Girant No.74) and the Department of Revenue (Grant
No.36) to late receipt of proposals from State Governments for sanctions of
grants, delay in completion of formalities for procurement of equipment
- including computers, etc. It was further stated that instructions had been
issued fo all divisional heads to'avoid the practice of incurring expenditure in -
the last quarter of the financial-year. The Ministry of Tourism, Departraent of
Culture (Grant No. 80) attributed the rush of expenditure to holdmg of
meetings of Expert/Finance Committee after November/December.
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" Chapter 7
B AI_’PRO_PRI_ATION ACCOUNTS 2002-03: AN ANALYSIS
Excess disbursem'ents_ over grants/appropriations |

7.1 Article 114(3) of the Constitution provides that no money be
“withdrawn from. the Consolidated Fund of India (CFI) except under
appropriations made by law passed in accordance with the provisions of this
Article.  Further, General Financial Rules (GFR)71 stipulates that no
disbursements be made which might have the effect of exceeding the total
grant or appropriation authorised by Parliament for a financial year except
after obtaining a supplementary grant or an advance from the Contingency
Fund. Table 7.1 contains the summary of total excess over the authorisation
from the .CFI. During 2002-03, there was an excess disbursement of
Rs 18644659135 (1.e. Rs1864.47 crore) in 9 segments of 8 grants/
appropriations in Civil ministries and Rs 324.65 crore under 11 segments of
10 grants/appropriations of Railways. These are detailed in Table 7.2 and
require regularisation under Article 115 (1) (b) of the Constitution.

Table 7.1: Summary of ¢xcess disbursements ever grants/appropriations-

, {In Rupees)
_ L _ _ _ Civil - . Railways
VFoted . - Revenue 530580613 2294516182
7 Capital .. 158892479 915108948
Charged ~ Revenue 17936348236 8347062
. Capital - - 18831807 28542193
No of Grants/ Appropriaiions_ S 8 C10
Total Excess 18644659135 3246514385 21891173420

Table 7._2: Details of excess dishursement over grants/appropriations

SL Grant/ - Rupees Contributory reasons as
No Appropriation stated by Government

Civil: o e :

Revenue (Voted) ¥ :

L. 30-Transfersto - Grant © . 218875300000 Due'to providing grants-in-
State'and Unien  Expenditure © 218878908987 aid to States for Railway
Territory ™~ " Excess _ © 3608987 Safety Works

.Governments o s B '

2. 80-Department Grant 4874600000  Due to requirement of more

of Culture . - Expenditure =~ 5407577626 funds for 50" Anniversary,
' ' © Excess ' 526977626  assistance for organising

 National Theatre Festival
etc., development of GSDS
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SI. Grant/. . - . Rupees . Comtributory reasons as
No Appropriation ' pees. ‘'stated by Government
complex, special drive to
restore, conserve and
improve conditions of
hundreds of monuments
which are in deplerable -
conditions and funds for
projects in North Eastern
- _ Region
Revenue {Charged) o - _ , . o
3, . 29-Intcrest Appropriation . 1230941800000  Due to conversion of special
. Payments Expenditure =~ /248870836029 securities worth Rs. 400
Excess 17929036029  crore, higher collections and
B ' : o investments of net small.
: _ ' - savings ' L
4. -45-Ministry of Appropriation’ - 1000000 Due to wrong booking of
: " Homgc Affairs Expenditure 1201971 . expenditure and payment of
: - Excess 26797} .compensation in satisfaction .
. of court decrees. _
5. 47-Police - Appropriation, . . .- 20100000 = Due to payment of MACT
Expenditure 23237504 cases where payments were
Excess 3737504 ordered by courts. .
6. 99-Chandigath ~ Appropriation 233100000 Duc to payments of salary.
" Expenditure " 236982732 and arrears of ‘Assured
.Excess . 3882732 Career Progressive Scheme’
' . to High Court Staff
Capital (Voted) . ) L
7. 13-Department Grant T 7541600000 Due to clearance of
of s Expenditure 7700492479 unadijusted transactions that
Tclecommunicat  Excess 158892479  hadoccurred over several
© ons - o ' o R previous years.under .
' “Suspense and Remittances by
transferring to.MH-5225 in
" . order to reconcile Assets and
Liabilities of Bharat Sanchar
B _ Nigam Limited '
Capital (Charged) : R
8  23-Department Appropriation 789700000 Due to clearance of last ~ ’
of Development . Expenditure - 806743400 years’ liabilities-of loan
of North Eastern ~ Excess " 17043400 component of State
" Region o S - "7 Governments- - .
9. 99-Chandigarh ~ Appropriation 100000000  Due te payment deposited in
: Expenditure 107788407 - court on enhancemetit of
Excess various awards in land

1788407

- acquisition cases. ©
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‘SIL

Contributory reasens as

Replacerment-

" Special Railway R

©SafetyFond® L o

| . Grant/ Rupees |
Ne . .Appropriation P stated by Government
* Raitways: ' ' . '

Revenue (Voted) - . S o

10, 14~ . - Grant 98581646000 . Details are in Report No 8 of
. Appropriaiton to  Expenditure 100693183616 - 2004 (Railways) -
Funds~ DRF, ~ . Excess 2111537616 S
DF, Pension and
CF S . —

1. 15-Dividendto . Grant 26965354000 do-

"~ General Expenditure =~ 27148332566
Revenues Bxcess 182978566 '
~ Revenue (Charged) . L e o
12. 3-General . Appropriation 297000 -do-
- -Superintendence.  Expenditure. = . 339583 .-

. ... . & Bervices . _ExceSS__ . 42583 . _

13, -4-Rcpairs & . - .Appropriation - .- 6314000 - -do-
Maintenance of ~ Expenditure 12205681 :
Permanent Way  Excess 5691681 '

 and Works e
‘14, O-Repaits & Appropriation ~ - il © ado<
- Maintehance of .~ Expenditure - 487252 SRR
Carriages & .- . - - Excess 487252

C o Wagons: oo o IR S

- 15, 7-Repairs & ... Appropriation - : 132000 ~do-
‘Maintenance of - Expenditure . 555077 ’

Plant& . Excess 423077

' Equiment . N N ”:” o ””- IIIIII N oL I-I.”'
16. ° 8-Operating ~~  Appropriatio 325000 -do-:
- Expenses- * Expenditure 5324590 -

Rolling Stock - -Excess - 207459 .7

- and Equipment - ... .. . o

17 9-Operating . Appropriation -+ . J0000G0 .. - -do-
Expenses — - _ Expenditure . 24806779
Traffic ~Excess 1480779

18.  11-Staff Welfare  Appropriation . .. .. 137600 Code-
and Amenities Expenditure 131231

o oo Exeess 14231

Capital (Voted) .. - - -

19, - 16-Assets- . . .. Grant 13953333000 . ¢ ~do- :

... . Acquisition, - . Expenditure .. . 14868441948
- Constructionand,  Excess

. OISI08948 .
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SL.° 7 Gramt/ S IRu cos Contnbwtory reasons as
No Appropnatnmn" . P stated by Government,
Capntaﬂ {Charged) ' T .
20. - 16-Assets. Appropriation 109967000 Details are in Report No'§ of -
' Acquisition, - Expenditure . 138309193 2004 (Railways) :

Construction and Excess T 28542103 '

Replacement - Co

Capital

7.2 The details of excess disbursements as also other detﬁils relating to
grants of the Railways are mentioned in Report No. 8 of 2004 of the CAG.

Deficient expenditure control by Pay and Accounts Offices -

7.3.  According to the provisions of Annexure A to nole 3 under Rule 66 of
GFR, it is an important part of the function of the Accounts Offices to see that
no payment is made in excess of the budget allotment under any sub-head or
primary unit of appropriation. In cases where the existing provision is not
sufficient to cover the payment, Pay and Accounts Office (PAO) can make
payment only on receipt of an assurance in writing from the head of the
department controlling the grant that necessary funds to accommodate the
disbursements will be provided- by issuc of re-appropriation-orders etc. Test
check of head-wise appropnation accounts for the year 2002-03 revealed 60
cascs of 21 grants and appropriations, detailed 1 Appendix-VII-A, where the
PAQOs of the ministries made payments of Rs. 7230.62 crore in excess of the
available provisions though the Department did not issue re-appropriation
orders adequately to accommodate -the final excess expenditure over the
available provisions, indicating deficient expenditure control by the PAOs. In
its reply the Ministry of Tourism, Department of Culture (Grant No: 80) stated
that proper re-appropriation orders had been issued. The reply is not tenable as
the excess expenditure mentioned 1s with reference to the allocation after taking
into account the re-appropriation referred to be the Ministry.

Unspent Provision of Rs. 180 crere or more

7.4 Unspent provisions in a grant or appropration indicate cither poor
budgeting or shortfall in performance or both. Unspent provisions of more than
Rs 100 crore, which need a detailed explanatory note to the Public Accounts
- Committee, occurred in 57 cascs of 48 grants and one appropriation during
2002-03. Large unspent provisions were in areas like health, education, family
welfare, rural development, surface transport and highways, shipping, fertiliser,
heavy indusiry, petroleum and natural gas and power. The unspent provisions
were attributed by the ministries/departments to some of the schemes failing to
take off.-Appendix-VII-B indicates the details of the unspent provisions.
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4.5 Scrutiny of the Appropnatlon Accounts in respect of cml ministries
revealed that certain grants and appropriations relating to Defence Pensions,
Department  of Economic “Affairs, Repayment of Debt, Direct Taxes,
Department of Food and Public Distribution, Police, ‘Ministry of Human
Resource Development Ministry of Social Justice and Empowenment,
Department of Family Welfare,. Mmlstry of Non-conventional Energy
Sources, Ministry of Shipping, Atomic Energy, Ministry of Power, Currency,
Coinage and Stamps, efc. have been reglstermg unspent provisions which are
not only persistent but also display an increasing trend which continued
during the year 2002-03. Such large-scale unspent provisions are indicative of _
the need on the part of these ministries to review their budgetary assumptions
or/and efﬁmency of their programme management.

Snrre_n der of mﬁSpent provision

7.6 Surrender is a budgetary device by which the portion of grant or
appropriation not utilised by the spending department is communicated to the
Ministry of Finance and accepted by the latter, for being reallocated to any
other sector. According to the provisions of GFR 69, unspent provisions in a
grant or appropriation are to be surrendered to govemment as soon as these
are foreseen without waiting for the Jast day of the year. Unspent provision
should also not be held in reserve for possible future excess. During 2002-03,

under 199 segments of 96 grants;’appropnatlons of ¢ivil ministries, there was
an unspent provision of Rs 61713.78 crore Qut of this, Rs 1864, 46 crore were
offset by excess under nine segmentb of seven grants and one appropnatlon
resulfing in a net unspent provision of Rs 59849.32 crore. The amounts
surrendered are bhOWIl in Table 7.3.

Table 7.3: Details of unspent provrsmn and surrender.

— _ . i . (Rupees in crore)

Net unspent Amount Amount Amount not

L surrendered on

. provision surrendered I surrendered
o ast date
Revenue '
Voted 12338.79 1115874 895263 118005
Charged '4080.48 586943 5855.01 T
" Total: Revenue 1641927~ 17028.17 1480764 T o
-ﬁt(hfapital o T . ) . .
“Voted - 4476.84 407121 3160.59 - 405.63
Charged - - 3895321 = . 42146.63 Tazlaces -
Total: Capital 4343005 4621784 4530722 -

Grand total  59849.32 6324601 . 6011486 -
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77 On the other hand, under the grants pertamm;, to Department of (,oal
Department’ of Mines, and Dadra Nagar Haveh the amount surrendcrcd
exceeded the amount of unspent provision.. Appendlx—VII-C gwcs ‘the
details. While the major portion of surrender of Rs. 41463.03 crore was under
Grant No:32 -~ Repayment of Debt, Rs. 7.86 crore was surrendered under
Grant No. 80 Department of Culture deSplte exceas cxpendlturc of Rs. 52 70
crore.

Re-approprlatwn of ﬂunde

7.8 A grant or appropndtlon for disbursements is dlstnbuted by siib- hcads
or standard objects under which it is accounted. The competent ¢xecutive
authorities can approve re-appropriation of funds between primary units of
appropriation within a grant or appropriation befote the close: of the financial
year to which such grant or appropriation relates. Re-appropriation of funds
should be made only when it is known or anticipated that the approprlatmn for
the unit from which funds are to be transferred ‘will not be utlllscd in qu or
that unbpent provision can be effccted 111 the umt of approprlatlon - '

7.9 In'the deve]opmentaI and welfare areas such as Ag,nculture (Rq 347
(,rore) Defénce Pensions (Rs. 439 crore) Interest Payments-(Rs. 3662 crore);
Transfers to State and UT Governments (Rs. 4754 ¢rote), Departmerit of Food
and Public DIStHblItIOl’l (R=; 663 crore), Department of Health (Rs.407 crore),
Departmcnt of delly Weltarc (Rs. 323" crore), Police: (Rs. 774 crore),
Department - of Elémentary ‘Education ~ and - Literacy = (Rs. 331 crore),
Department of Women and Child' Development (Rs. 302 crore), Department of
Heavy Industry (Rs. 530 crore), Department of Rural Dévelopment (Rs. 951
crore), Department -of ‘Road. Transport: & Highways (Rs. 790 crore) and
Department of Space (Rs. 347 crore), heavy re-appropriations of funds were
mainly from welfare activities to establishment related activities, payment of
grants-in-aid and other non- developmcntal activities because sufficient funds
for these activities could not be got anthorised at budget stage.

Injudicious re-appropriation to sub-heads

710 Test check of the accounts revealed that in 29 cases relating to 18
grants/appropriations as detailed- in Appendix-VII-D, re-appropriations
aggregating Rs 52.27 crore were injudicious, as the original provision under
the- sub-heads to which funds were transferred by, re-appropriation was more
than adequatc Consequently, the final savings under the sub-heads were miore
than the amount re- appmpnatcd to’ these- sub-heads.: Th¢ position of similar
injudicious re-appropriations in respect of grants relating to Railways has been -
included in Report No.8 for the year endmg 31 March 2003. The reason for
injudicious re- appropnanons was- attiibuted by Ministty of Laboutr’ (Grant
No.56), Department of Agriculture Research and Education (Grant No.2) and
Department of Cumency, Coinage and Stamps (Grant No.27) to non-
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- implementation of plan schemes as initially envisaged and price of raw-
‘material, etc. not increasing as antlclpated The Ministry’ :,;‘Department S rep]y
indicates poor rnomtormg and Implementdtlon of Schcmes

Injudicious re—approprmtwn from eub heads

7.1 §1m11ar1y, in 14 sub- hcads of 10 grants/appropriations as indicated in
- Appendix-VII-F, there were IH]UdICIOUS rc-appropriations aggregating to
.Rs.-4445.60 crore wherein the final disbursement under each of these cases -
was more than the original pr0v1510n before ‘re-appropriation.  In each of
them;, the excess over the final provision after re-approprition from. these
heads was more than the amounts re-appropriated. In their reply, Mlmstry of

Labour (Grant No.56) stated that proposal for re-appropriation to cover excess
" expenditire was not approved by Ministry of Finance. The reply indicates
that the actmal expenditure: undcr this sub-head was not anticipated
' rE:d]l‘sllCEl]ly

Irregular re—appropnatnon L

7. 12 Thc Mmlstry of - Fmance had 1ssucd instructions that any re-
appropriation order issued during the year which had the effect of increasing
the budget provision by more than 25 per cent or Rs one crore whichever is
more under a sub-head, should be reported to Parliament along with the last
batch of supplementary ‘demands. : In exceptional  cases, any order of re-
appropriation issued by the ministries/departments after presentation of the
last batch of supplementary demands, exceeding the above limit requires prior
approval of the Secretary/Additional Seécretary, Department of Expenditure:

7.13 ° Test check of appropriation -accounts for 2002-03 revealed that there
were- 449 “sub-heads/cases of 72 grants/appropriations to which re-
appropriation in-excess of Rupees one crore was made. Out of these, in 213
sub-heads/cases involving 46 grants/appropriations, the re-appropriation
exceeded 25 percent of the budget provision; and, were required to be
reported: to Parliament through the last batch of supplementary demands for
. grants. Only in 61 cases, were such re-appropriations reported to Parliament
and in respect of 152 cases the-approval of Secretary (Mxpenditire) was
obtained at the end of the financial year instcad of reporting the re-
appropriation to Parliament. In most of these cases, the ministries/departments
did not explain why they could not report the re-appropriations to Parliament.’

Re-appropriation without prior appi't')val of Secretary (Expenditure)

7.14  All re- appropna’aons which would have the effect of increasing the
" budget provision by rupees one crore or more urider 4 sub-head should be
made only with the prior approval of Secretary (Expenditure) even if the
amount re-appropriated is within 25 per cent of the provision covered under
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the limit"g"oveming re-appropriation mentjoned in the'precediﬁg' paragraph In
the cases mentioned in Table 7.4 prior approval of Secretary (Expendxture)
was not obtained for re-appropriations exceeding Rupees one crore.

Table 7.4: Cases where prior approval of Secretary (Expenditure) was not obtained for
re-appropriation

(Rupees in crore)

l\SJ]' No- and name of Major Head = -|. "Sub-head- 7 - Amount
0. grant _ o
1. | 23-Departmentof | 2352-North Eastern .| Grants-in-aid to 0:3.72
Devclopment of North | Areas _ Dr. B. Baruah Cancer R: 1.28
Eastern Region o [nstitute
) do- Other Miscellaneous 0:34.99
' Items - R: 1.39
i ) -do- Power Development 0: 2.00
Survey and Investigation R: 170
4. 4552-Capitai Outlay Housin'g'for Nerth 0: 1.20
in North Eastern Eastern Council Staff/ R: 4.00
Areas : | North Eastern Council
B _ Guest House
- O = Original Provision. R =_Re—appmpr£aﬁon

Yssue of re—approprlatlon orders after the close of the financial year

7.15 In terms of Rule 69 of GFR the Departments of Central Governments
shall surrender to the Finance Mlmstry, before the close of the financial year,
all the anticipated savings noticed in the Grants/Appropriation controlled by
them. The Finance Ministry shall communicate the acceptance of such
surrenders as. are accepted by them to the Audit Officer/Accounts Officer as -
the case may be, before the close of the year. It was, however, noticed that in
the following cases, Departments/Ministries re-appropriated after the close of
financial year, the additional amount/withdrawal of amount already included
in the Head-wise Appropriation Accounts. Such amendments/additions to the
amount already re-appropriated by issue of any order after the close of the
financial year is m contravention of provisions of Rule 10(2) of Delegation of
Financial Powers. Table 7.5 indicates the details. While Ministry of Rural
Development (Grant No.68) stated that instructions of audit had been noted for
future compliance, the Ministry of Heavy Industries and Public: Enterprises
{Grant No.53) attributed the issue of re-appropriations after close of financial
year to ignorance of instructions issued by Finance Department. '
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A able 7.5: Cases of re-appropriation af&er c!nse of i nanczaﬂ year
{Rupees in crore)

Sk Na. ‘\0 and name of Grant Re -appropriation order ne. and Date Amount
© | 5-Department of Chemicals & I\o 16;’12.-’2002 Fin. dated 26 May 2003 | -~ 2.87
Petro-chemicals : Sy
23-Departemnt of DeveIOpmcnt No.E.2/ IS;’ZDOZ NEC dated 24 L 6.93
. I of North Eastern Region November 2003. .
53-Department of Public .| No.G-23011/1/2002- Cash dated 26 0.08
Enterprises ' | June 2003 o
68-Department of Land | Ne.G-2301 1:’1;’2003 IFD dated 7May 0.01
Resources : : 2003 . _
‘| 57-Law and Justice - - 1'No. 11021/1/2602-Jus(M) dated 29. 9.88
b i August 2003 :

@nauthmﬂsed Re appropriatwlm of Rs. 4. 58 crove from éCapHal to. Revemue
section (Grant No.54 - Department of Heavy Incustry) '

7.1¢ In terms of Govemment of India Decision (2) below Rule 10 of the
Delegation of Financial Powers, the Government bas no power to re-
appropriate funds from Capital to Revenue Section and vice versa. It was,
“however, noticed that the Department of Heavy Industry re-appropriated funds
_ to the tune of Rs. 4.58 crore from Major Head-6854 of the Capital Section to
Major Head 2852 of the Revenue Section. On its being pointed out by audit
(June 2003), the Department withdrew the re- appropnation in JuIy 20(}3 and
revised its original order of March 2003.

. Utilisation of supn}lemeutary grants.

“7.17  The position of original and supplementary grants obtained under Civil
" ministries and perccntage of supplemcntary provision to the original provision
- from 1996-97 onwards is given in Appeadix-VIE-F. Details of supplementary
grants (civil} obtalned durmg 2002- 03 are given in Table 7.6.

‘Table 7.6: Supplementary grant shtained durmg 2062-03 iz Civii ministries

(Rupees in crore)

- Section o Amount
Voted : 3
Revenue 18186.55
* Capital . . ... 684125
Loans and Advanecs _ ' 4376..38
Charged -
Revenue 11.68
Capital T 148
- Public Debt o 56786.82
Loans and advances : 1564.05 -
Taotal ' : §7611.21 -
" Number of grants/appropriations ° 79
Supplementary provision obtained but not utilised . o
20 grants (20 cases) . Rs. 916.34 crore
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Unnec essary supplementary grant

7.18 In 20 cases relating to 20 grants as detailed in .Table 7.7, while
supplementary. prov1510ns aggregating to Rs 916.34 crore were obtamed '
during 2002-03 in anticipation of higher expenditure, the ﬁnal expenditure
was less than even the original grantsfapproprlatmns The entire ‘amount of
supplementary provision remaining unnecessary pomted to  deficient
budgeting. The unnecessary supplementary grants/savings were attributed by
the Union Public Service Commission (Grant No.96) to provision made for
_increase in number of candidates who applied for wrtten exammatlons and
number of candidates who actually appeared in the examinations. The reply
of the Commissien is not tenable as the variation in the number of candidates
applying and actually appearing. in exams, was a regular feature which had
happened in the earlier years also and should have been conqidered at the tlme
of obtaining supplementary gram_

‘Table ‘7 7 Unspent prowsmn more than supplementary granb’ appmpnatwn
 (Rupees-in crore)

NSL - Grant/appropriation - o rig.i_pal_ 8 upplemén.tary_ g d::;t:::le- U.“sl.J.?Znt
0. . S provision grant obtained provision
: . - SR ~ . ments §
Revenue — Voted S ' : - . E -
1. 6-Department of Fertilisers o 11699.04 - . . 44236 11485.49 655.91
2. 10-Department of Commerce 132650 - 105 . 1261.85 65.70
3. 11-Department of Industrial Policy ) :
and Promotion 35678 ... . .836 - 35423 1091
4. 14-Department of Information and :
Technology ' 452.72 202 45171 3.03
5. 24-Ministry of Envxronmcnt and ' : : : B
Forests 108826 . Y787 0 (103483 - 7130
6. 26-Department of Economic - « ' ' ' : - S
Affairs 2210.18 150.25 1882.92 47751
7. 37-Direct Taxes 103820 ° - - 7319 - 98448 12691
8. 39-Department of Consumer : o '
Affairs ' : 59.86 517 . 59.65 5.38
9. 42-Department of Health 7250294 _ 1.19 . 2401.50 102.63
10.  31-Department of Secondary B
Edueation and Higher Education 4886.85 : 18.38 - 4613.96 291.27
11.  56-Ministry of Labour | 983.74 1426 838.78 159.22
12.  65-Ministry of Planning 0 4614 251 43.18 5.47
13. . 71-Department of Scientific and _ o
Industrial Research 1035.83 801 . 963.61 80.23
14, 78-Ministry of Textiles 98932 - - 130.04 - BBR.93 230.43
15. - 82-Department of Urban T s o
Development . 153.2% o 1500 0 L 67475 93.48
16.  88-Depariment of Youth Affairs o : _ S :
and Sports 331.13 12.42° -328.08 15.47
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Actual

SL' - : . Original Supplementary . - . Unspent
No. Granﬂa;rprnprlartlon * provision .. grant obtained dl;:r:;s: ‘provision
17. 101-Damanand Diu 226.65 2,57 225.15 4.07
Revenue — Charged ' ’ '

©18," 96-Union - - Public Service : : o e
©+ Commission: ' 47.16 1.34 4537 313
Capital - Voted ' o
19, 47-Police 1853.39 5.00 §3512 2327
20.- 66-Ministry of Power - 2572.11 535 T 1089.96 1487.50

o - Total 916.34 ’

o Unreali'sti‘c estimation of expenditure;’revised estimates '

7. 19 Whrle obtammg supplementary grants, the Mlmsmestepartments

_ reported to- Parliament large amounts of additional requirement for different
' purposes under the schemes/activities shown in Table 7.8 but they were finally
unable to spend not only the entire supplementary grants or parts: thereof but

~ also the original budget provision'in certain cases. The saving was attributed
‘by the Ministry of Textile (Grant No.78) to non-approval of new.scheme by

- the Government. The reason given is-not tenable as it was irre gular on the part
* of the Ministry to obtain supplemcntary grants in ant1crpahon of approval of

" scheme which was subsequently not accorded

Table 7.8: Statement showmg supplementarya’addltlonal funds fo sub- heads

{Rupees in crore)

Sl | Graut No-..&-. y -Major Headf Original ' i:::];l::le_ ‘:E:]"ua:se'- Unspent |
Np. | Name Sub-Head provision ary 18 " | provision . grrs_o ns
j g provision | ment
1. | 2s- Mlmstry of ‘2061~ India -- 0.20 0.03 0.17 | Non-holding of meeting
External China Eminent " | of India China Eminent
Affairs Persons Group "Perscns Group.
2. o -2061-India . -- 0.20 - '0.20 | Non-holding of meeting -
. | Russia .. | of India Russia Eminent
'_ { Eminent "| Persons Group. .
: Persons Group P .
3." | 26-Department | 3605- - 2.55 0.95 1.60 . | Less requirement of

of Economic
Affairs

Expenditure
towards G-20
Conference

expenditure in connection -
with G-20 meeting which
could not be exactly

.| expected at the time of

- |.seeking supplementary

| grant.
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- (Rupees in crore)

| Supple-

Actual

SL. | GranfNo. & | Major Head/ | Original . . - { Unspent )
No. | Name Sub-Tiead provision m".“_t-af'_y . dl_sbu rse- provision Rea.so_ns
. 1 .| provision ment s .
4. 28-Payments 2416-Grants to 100.00 11.55 10.96 100.59 | Decision to give loan
to Fingncial National Bank assistance by obtaining
Institutions for supplementary in the final
: Apricultural batch and less receipt of
and Rural ~ claini for re-imbursement. -
Development ' - k
(NABARIY)
5. 2885-Grants to -- 18.94 - 18.94 | Non-receipt of any claim
Industrial A from the Corporation for
Finance re-imbursement of
Corporation of ‘external, aid which could
India not b anticipated at the
time of Revised Estimate/
: : Supplementary Grant.
6. 2885-Grants to o U425 1317 -2.94 | Less claim for re-
Industrial o : | imbursement from the
‘Development. " bank than anticipated.
Bank of India . _ e -
7. 6885- - 1.00 - - -1.00 Non-receipt of claims
Industrial ' from the Corporation for
Credit and re-imbursement of
[nvestment “external loans which was
Corporation of not anticipated at the time -
I[ndia of gbtaining :
_ supplementary grant.
| & 37-Direct 2020- 972.4% 73.19 010.98 - 13470 Non-implementation of
Taxes Collection o : e ’ - comprehenstve
Chiarges — computerisation, non-
Income Tax - filling of vacant posts,
Commissioner ‘non-revision of rent ¢te.
s and their ' : :
. offices o | o
9. 54-Department | 2852-Waiver - 1.34 - " 1.34 | Non-finalisation of -
of Heavy of Interest as - disinvestment of Jessop &
Industry part of Co. by Kolkata High
' Financial plan Court. ’
of PSEs to S
Bharat Bhari
Udyog Nigam
Ltd. . _
10. 2B52-Write off - 139.47 - - 13947 | -do-
of Loan as part '
of approval
restructuring
Plan of PSEs
to Bharat
Bhari Udyog -
Nigam Ltd.
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{Rupees in crore)

SL | Grant No. & | Major Head/ | Original
" | No. ] Name - | Sub-Head - - provision

Supple- .| Actusl
mentary | disburse-
‘provisien | ment
] 2852- ! - 210
Guarantee Fee ' ' :
] Subsidy as part ;
of revival l
5 _ | package for
5 1 Triveni

Unspen: -
PEML. & easoms
provision - _ _

- - 210 ] Adjustment could not be
1 made due to late allotment
I of sub-head.

‘Structura Ltd.
1 (a subsidiary
of BYNL) - - - _
78 Ministry of ' | 2852- " 11200 "5.00

- 17.00 | Non-approval of scheme
by the competent

; authomy

1
|
|
|

|

g
|
|
|
|
|
|
E
l

I2.

|

|

|

: Textiles Assistance to | ,

AFPC against | _ j .

forfeited [
amount to i
EMD/BG [
|

|

|

|

|
I |
'_i 3601Re- - 98.00 |

-~ | " 98.00 | Late approval of scheme
imbursement by the Government.
of CENVET : :
on account of
" | .imposition of
excise duty
and additionat ’
excise duty on
textile articles [
' .to State
Gpvernmént t
. and their
.| agencies [
1
5
1
!
1
|-

010 . 528 1.72 3.66 | Non-filiing up of vacant
] poOsts. )

RN

i

14, | 81-Ministry of | 2225-Direction :
Tribal Affairs | and’
[ Admimstratmn
-Schedulcd
Areas and
Scheduled
i Tribes
Commission

=
|
1
|
|
|
]

Expenditure on ‘New Service/New Instrument of Service’

7.28 On the recommendations of the Public Accounts Committee,
- Government has prescribed financial limits for different categories of
expenditure beyond which any additional expénditure -constitutes ‘New
Service/New Instrument of Service’ and requires prior approval of Parliament.

721 In terms of Government of India Decision No. 1 below Rule 10 of

Delegation of Financial Powers Rules, 1978, ‘additional investment/loans in
. excess of Rs. 20 lakh to.Rs. 15 erore in Public Sector Compamestorporation
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with paid up capital of Rs. one crore to Rs. 100 crere and additional grants-in-
aid in excess of Rs 10 lakh or 10 per cent of the budget provision or Rs 2
crore, whichever is less, to statutory and other public institutions, attracts the
limitations of “New Scrvice/New Instrument of Scrvice’ and requires prior
approval of Parliament. '

122 Test check in audit revealed that in the following cases as mentioned in

Table 7.9 the additional releases exceeded the limits ‘and attracted the

provisions of ‘New Instrument of Service’. In its reply, the Ministry of

Tourism, Department of Culture (Grant No. 80) stated that as the cases of re-

appropriation of funds from nen-functional head related to devt.lopmcnt of

activitics of North Lastern Arcas, the Delegation of l*mdncml Powers Rule%

did not” apply to them. The reply is not tenable as the concerned re-
appropriation orders indicate that thesc were not made for developmcnt of

activities of North Eastern Areas.

. Table 7.9: Statement showing expenditure on ‘New instrument of Service’

__{Rupees in crore}

|

60

sl _W). and Name of | Sub-head/Namc of Sanetionerd Actoal _ Fxcess Remarks
| No. | Crrant Institution ) Provision | release | release | i
' 1. 54-Department | Loans to Cement Nil |- 65.83 65.83 | Additional
of Heavy Corporation of - | ‘investment/loan
| Industry India Lid. I I S _ excceded Rs. 20
r_Q. o Toans 1o Andrew Nil. ¢+ 1720 [°17.20 | lakhto Rs. 15 crore
' \ Yule & Co. Ltd. | vide item 1(B) (i)
| 3. ' Loans to National - Nilo 3130 31.30 | GOI Decision
)ﬂstrumcnts Ltd. : | " | below Rule 10 of
| 4, Loans to Hindustan 250 1 3124 2874 | DFPR
L Cables Ltd, - |
' | 5. Loans to Heavy ' .50 56 71 | 5621
! i Engineering
— Ji(jor'poration Ltd.. L .
6. " Loans to Mining - 180
and Allied ‘ o
| - Machinery
S | Corporation T,‘Ld .
| 7. [ Loans to Paraga | . Nil { 2200 I 2200 7]
L | Tools Ltd.
8. | | Loans to HMT Lid. - j N ﬂ* 410 -] 410 J
9. Loans to Bharat ! ', 7895 | 7895 |
F__ Yantra Nigam Ltd. - J I A L __‘
10.  LoanstoBharat - - 499 .| 8850 | 8351 |
! e Bhari Udyog _ ' J
L Nigam Ltd. ‘ ] ..
1L Loansto NEPA ' Nil ' 48.41 48.41
L] Ltd. [ ( 1 '
J120] © @ Lounisto Hindustan |~ 1.00--] 3748 ~ ! 3648 e
o | Photo Films-Mfg, = ( . - 5 v oo b
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5L

Nog. and Namo of | Sub-head/Name of | Saﬁcﬁqne_d.' Actual | Excess

No. | Grant | ! Institution . " Provision . | release | relesse Remarks
13, ¢ Loansto National ©ONif | 10.87 10.87
Industrial o I ' '
Development
: ' _ Corporation Ltd. : ' :
- 14, | 80-Depariment Gandhi Smriti and |, 3.00 -3.91 i 0.91. ] The additional
© | of Culture: Darsghan Samiti, expenditure.
. : New Dethi. . . _ exceeded the limit
15. Zonal Cultural . | 525 12.03 6.78 of 10 per cent of
Centre = ' ' ' the budget
16. Kalakshetra, T 255 3,05 0.50 | provision or
: Chennai - ! Rs. 2.00 crore
D17 Sefting up of <. 100 j.-5.65 ¢ 4.65 | whicheveris less
Multipurpose : vide item IHF)(ii}
‘Complexes GOl Decision
g o : below Rule 10 of
e | : _ the DFPR.

Pcstaﬂ Services (Gmr.t Ne. 12)

-7 23 Savings ina grant or appfdpriation‘ indicate that the -exp_el_l_diture could

not be incurred as estimated and planned. Savipgs shown in Appropriation
Accounts in real terms denote unspent amounts, which are indicative of poor
budgetmg or shortfall in performance ‘of the depaﬂment under various
schemes.

’7.24  Sanctioned provision, actual expenditure and unspent provision under

. Capital ‘Section of the grant having one head only ie. ‘Mechanisation and

Modemisation of Postal Services’ for the last three years 2000-01 to 2002-03.
wag as per details in Table 7.10. '

Table 7.10 Persistent unspem provision under capital (voted) scetion
{Rupees in crore)

. . Budget provision & | Actual Unspent
Year : ) - ) _ s Pereentage
supplemeniary expenditure provision
2000-01 - 58.82 b 5280 4602 | 47
2001-02 107.38 51.92 ] 5546 52
2002-03 - 12856 4154 [ 87.02 68

7.285 A similar comment on the large unspent provision was made in Report
No. 6 of 2002 of the Comptroller and Auditor General of India regarding
savings under capital (voted) section. The Ministry, in its Action Taken Note
stated (July 2002) that the unspent provision was due to delays in
identification of project specifications, long time taken for procedural
formalities before according approval and inadequate monitoring system. The
Mmlstry added that the system of momtonng and control over various
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schemes/activities under the plan had been sirengthcned and cach head of the
division reviewed the progress of the projects once every quarter.. Inspite of
these measures, the savings under the same activity has drastically increased
during 2002-03 from Rs. 46.02 crore durtng 2000-01 to-Rs. 87.02 crore- dunng
2002-03.

Defence Services (Gramt Nos.17, 18,19 and 21)

7.26  Scrutiny of Appropriation Accounts of Defence Services disclosed a
- persisting trend of unspent provision during the years 2000-03 under voted
segment of four granis as per details in Table 7.11.

Table 7.11: Persistent unspent provision _
-.....(Rupees in crore}

u mpeﬁt provision
{rant
_ 2000-01 2001-02 2002-03
Defence bcrwccs-Army 2488 91 290845 108858
DLfCIlLL Smecs -Navy 35524 681.15 228.13
Defence Services- Air Force 636.02 853.69 863.72
Capltal Outlay on Dcfence Serv1ccs 5534.13 3749,95 ' 6448.00

7.27 The pemlstlng Iarge unspent provisions in thc—: grants of Alr Forcc also
reflected an increasing ; trend over the years.

62



Chap _tér 8
REVIEW OF SELECTED (GRANTS

Gmnt Neo. 42 Dep‘ﬂrtmem of Hea]th
{(Ministry of Heallﬂn and Famﬂy We]lﬂ'an'e)
I{mmductwn

8.1 The Ministry of Health and Family Welfare comprises three Departments
viz. Department of Health, Department of Indian- Systems of Medicine and
Homoeopathy and Department of Family Welfare. The Depdrtment of Health has
overall administrative control over medical and public health programmes/
. activities and plays a vital role in disease control, .curative health programmes and
farmly welfare. -

8.2  This grant includes provisions-for the Secretariat of the Department of
- Health, its attached/subordinate offices; comprehensive medical care for central
government employees, central hospitals and’ dispensaries, medical education,
training and research centres, health institutions dealing with medical and public
health matters in¢luding prevention and control of diseases, food adulteration and_
drug control programme.

Qveralll posmon

83  The overall position of budget provisions, actual disbursements and
unspent provisions under the voted por’uon of the grant for the last three years is
‘given in Table 8.1. B

Table 8.1: Dveraﬂﬂ positimm ) _
- o (Rupees in crore)

Year ) Total provision _Actual dishursement. Unspent provision |
- Revenue [ Capital Revenue Capital | Revenue | Capital -
2000-01 | - 222427 349.77 2119.86° 19216 | 10441 157.61 |
(2001702 |~ 242423 38340 | 233204 | 26701 | 9139 | 11549 |
2002 03 - 2504 13 282.20 " - 2401.50 22487 102.63 57.33

. 8.4 'Ihere ‘were persistent unspent provisions under both revenue and capltdl'
sections of the grant for the past three years. There were large unspent provisions
during previous years also which’ had been pointed out in the Reports of the CAG
from 1996 onwards. However, no steps have been taken by the Ministry to arrest
- the trend of persistent, large, unspent provisions. On the other hand, there was
substantial excess expenditure over the provisions under some sub-heads. Cases
of unspent provisions and cxcess expenditure during 2002-03 are given in
- Appendix-VIII-A and B.
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Rush of expenditure.

8.5  Rush of disbursements, particularly in the ¢losing month of the financial
year is to be regarded as a breach of financial regularlty and should be avoided.
Contrary to this, large disbursements were made n the month of March 2003 A
few instances are given below:- > ST R

Table 8.2: Rush of expenditure _ e
_(Rupees in crore).

: . _ L o : . . Disbursements
Year - | . ... Major head - : . | During the During
B 1 . : _year March
2000_01 13601- Gra.'nts-in-aid to State Gove_:_rnménts ' ) 321 40 119.33.
7 '} 3602- Grants-in-aid to UT Governments ' = 3.85 - 281
i 3601- Grants-in-aid to State Governments . - 357.66, 122.42
2001-02 [ 3602- Grants-in-aid to UT Govetnments - 278 . 231
4210- Capital Outiay on Medical & Public Health 267.91 - 63.03 |
o | 3601- Grants-in-aid to State Governments.. . . 27916 co 14919
-.2002-03 | 3602- Grants-in-aid to UT Governments - . 1.87 0.95
. .| 4210- Capital Qutlay on Medical & Public Health 22487 | 72.54

Surrender of unspent provision

8.6  Rule 69 of the General Financial Rules provides that unspent provisions in
a grant or appropriation are to be surrendered to the Government as soon as these
are foreseen without waiting for the end of the financial year. Unspent provision
should also not to be held in reserve for any possible future excess. Test check
revea]ed that contrary to the rule, the Ministry every year surrendered unspent
provisions towards the end of the financial years. The detalls of amounts
surrendered durlng 2000-03 are glvcn in Table 8. 3 :

Table 8.3: Su_rrender of unspent provision :
: : o ' {Rupees in crore).

Vear Unspent provision . |~ Amount surrendered ‘Date of

' Revenue | Capital Revenue Capital - surrender

2000-01 10441 | "157.61 74.56 105.75 [ 30.3.2001- .
B S o (71.4% (67.1%) -
2001-02 91.29 115.49 78.74 89.75 | 28.3.2002
L L - (86.2%) |  (77.7%) T
12002-03 10263 .| - 5733 .| 8034] 2676 | 31.3.2003
\ (78.2%) (46.7%) L
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Excess expendnture over appropriation/re-appropriation

8.7 Accordmg to provisions of Annex A to Note 3 under Rule 66 of GFR, it is
an important part’ of the function of the Accounts Officer to see that no payment is
made in cxcess of the budget allotment under any sub-hcad or primary unit of

“appropriation. In cases where the existing provision is not sufficient to cover the

payment, Pay and Accounts Office (PAQO) can make payment only on receipt of

- an assurance in writing from the head of the department contmlhng the grant that
-necessary funds to accommodate the disbursements will be provided by issue of
re-appropriation ordcrs ctc. Test check of head-wise Appropriation ‘Accounts for

the year 2002-03 revealed that in the following cascs the PAC of the Ministry
made payments in excess of the available provisions though the department did
not issue any re-appropriation orders to accommodate the final excess expenditure

over the available provisions. Bypassing of this intermal control mechanism

reculted in poor expenditure contrel, Similar shortcomings were pointed out in
the Report of C&AG of India - No. T of 2003 but no remedml steps were takcn by
the Mlmstry to dVOld such.occurrences.

: Table 8.4_: Exgess expcndlturc over af)pfupriatibnfre-app_mpr_iation

- (Rupees in crore)

R . — . Provmons . . 1 Actual | Final _!
Year . | Sub-head.. Or1gm4URe- | o : o na exbess |
i ‘Available | expenditure | expenditure
| . appropriated | ] ] .
| 3601.04.263.03 o ) _ _ _ .
" | National Anti-Malaria O 1556 SRR R - R
Programme: (Rural) C R 64.11 267 | 8600 . 633
: ] {Gen. Component) . ) . | )
2002 0_3_ 3601.04.263.62 .
National Anti-Malaria G 10479
! Programme (Rural) - R(-y49.15- 35.64 63.] I.- L 14
C L (BAD - B

L~

 Injudicious re-appropriation of funds

‘8.8 . Duri_ng 2002-03 _re-appr_opriation t_d the . following sub-hcads was
- injudicious as the original provision under the sub-heads, to which the funds were
“transferred: by re-appropriation, was more than adequate. Consequently, the final

savings under the sub-heads were more than the amount ré-appropriated to these

heads. Similar- shortcommgs were pointed out in the Report of the C&AG of

India No 1 for the year 2002 and 2003 but no corrcctwe medsmes hdve been
-takcn by the ‘thst:ry
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Table 8.5:Injudicious re-appropriation of funds

(Rupees in crore)

Major head and Sub-head - o Actual .
_ _ Total grant | . ; Saving
|~ expenditure
2002-2003 _ i
2210.01.110.19-Safdarjung Hospatal,
New Delhi )
0.%.67 101.08 96.11 4.97
R. 44! ' '
2210.06.107.01-Central  Rescarch  Institute,
Kasauli ' 16.76 14.89 _ 1.87
0. 15.70 :
R. L.06 ) i

Persistent saving/excess and unrealistic budgeting

8.9 According to Rule 63 of the General Financial. Rules, ministries/
departments are required lo prepare their estimates, keeping in view the trends of
disbursements during the previous years and other relevant factors like economy
instructions issucd by the Ministry of Finance. A scrutiny of the Appropriation
Accounts for the period 2000-03 revealed that there was persistent under-
utilisation of provisions under some heads whereas under other heads there was
persistent excess expenditure during these years, which indicated unrealistic
budgeting, deficient financial management and slackness in implementing the
public health related schemes. Details of some such sub-heads are given below:

Table 8.6: Persistent nnspent provision during the last three years

_{Rupees in crore

Sub-liead 2000-61 | 2001-02 | 2002-03 Main reasons for unspent provision

machinery and equipment

S1. No. l

1. 2210.05.105.26-Cancer 235 6.17 16.11 Slow pace of expenditure, recerpt of less i
Research : applications, approval of less applications

on radiotherapy (2001-02), non-approval
of cnhaneed provision by Expenditure
o B . ' Finance Committee (2002-03)
2. 12210.05.105.28-All India 1018 | 16.80 2269 | Slow pace of expenditure (2000-01),
i Institute of Medical B h " | late/non-finalisation of construction plan
| Sciences, New Delhi 1 : ' "| for Dental College Building (2001-02),
- o I adjustment of additional receipts generated
o : .1 by the Institute (2002-03) ‘

3. 2210.06.001.02-Port . 316 3.20. 3.20 | Non-filling of vacant posts, non-revision
Health Establishment ' T " | of rent of dispensdries, less expenditure on
including Airport ' A “repairs and maintenance of machinery and
organisalion _ equipments and less purchase ('?Jf
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Sub-head

| 2000-01

" 2001-62

{Rupees in crore)

| Sl No. 2{]02 03 | Mainr reamm for unspent provisier |
L4 2210.06,003.11- - 1.20 - 950 8.00 | Slow progress in construction work, less
Dcvelopmcnt of I\urqmg ' receipt of applications from State-
Serviccs Governmient for Nursing Schools {2001-
02) non-approval of upgradation of
nursing schools, starting of M.Sc.
: . _ i {Nursing) and increase in seats
5. 2210.06.101.07-National | 3.67 8.17 10.95 | Slow pace of expenditure, ron-filling of
Institute of - ' ' ' vacunt posts, less payment of deamess
Communicable Diseases | allowance and patient care allowance
{2000-02), non-approval of new schemes
and less demands from districts owing to
o o eradication of discases (2002-03)
! 6. 2210.06.101.08-Natiopal . 22.57 .16.34 12.51 ; Slow progress in implementation of the i
Anti-Malaria Programme : | activities, non-procurcment of computers |
' ' | (2000-01), less cxpenditure on imparting
. ' training, non-filling of vacant posts (2001-
; 02), less requirement of funds by Union
' ! Territory Government owing to some :
‘expenditure met by District Malaria
Control Socicties and non-undertaking of
eivil construction and MIS actlwncs
(2002-03)
7. 2210.06.101.34 \Jdtlonal 1.43 - 2691 Slow pace of expenditure. (2000 01}, non-
.| Mental Health ' approval of schemes (2002-03)
! Programme A . ~ : _ _
B, 12710.06.101. 39- Nanonal . 1.17 339 4.00 Less expenditure (2000-01), slow progress
! Programme for Control . of different projects (2001-02), and merger
i and Treatment of of schemes with ICMR (2002-03)
Occupational Discases o B N o |
9. 2210.06.102.05- - 3.06 6.21 Non-filling of vacant posts (2001-02) and
' Administration and . non-approval of capacity building project
| Prevention of Food on Food Safety (2002-03)
Adultration. . . -
10. 2210.06.104.02-Central ., - 2.34 6.23 Non-filling of vacant posts, reduction in
" Drugs Standards Control ' provisions at RE stage (2001-02), and non-
Organisation . approval of capacity building project on
_ quality control of drugs (2002-03)
1. 2210.06.107.03-National 18.68 | 19.30 5.60 Slow progress in construction work of bio-
Institute of Biclogical ' lab upd animal house (2002-03)
.| Standardisation and . '
| Quality Control : '
12, 2210.06.112.05-All India | -3.59 3.93 3.46 | Non-filling of vacant posts (2000-02), and
Institute of Hygicne and non-approval of schemes (2002—03)
Public Health, Kolkata
13. 2210.06.113.01-Ceritral - 1.29 1.30 | Less cxpenditure on pubhcatlon and
' Health Education Burcau, publicity
New Delhi ' . )
14. 3601.04.263.05-Kala- - 4.33 16.08 Shortfall in requirement of commodity
! Azar Control Programme grant (2001-02), and non-lifting of
material by the State Governments
{2002-03)
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. (Rupees in crore)

"Sub-head

- 2002-03

- Main reasons for inspent provision

Anti Malaria Programine

commodity assistatice and delay in
procurement of some of the itemns, (2000-

- 01}, non- 11ﬁmg of DDT by the States .

under I(aIa Azar programme and reduction

| in prices 6f synthetlc pyrethro:d and

medical. mosqu:_to nets {2002-03) -

‘SLNo. 2000-01 | 2001-02 |
15, | 3601.04.263.08-National | 2940 - 1037 13.10 Change in pattern of funding (2000-01),
T.B. Control Programme’ ' reductiori ini provision at RE stage, (2001-
' (Extemally Alded 02), and receipt of less drugs from
) Components) international agencies (2002-03)
16. '3601.04.263.09-National |~ 12.64 - 31.86 | Change in pattern of funding, release of
: : TB Control Programme T .| lcss grants to State Governments owing to
{General Component) *| non-submission of utilisation certiticates
B ' {2000-01) and less requirement of X-ray
film rolis urider the revised National TB
. : Control Programme (2002-03)
17. 3601.04.263. 62Nat10na] - 4,49 41.68 Delay in procurement of some items owing .
Anti-Malaria’ Programme i - -to non-completion of codal formalities
“(Rural) (externally aided (2000-02), delay in procurement of
compenent) ) material and cquipment; reductlon of
' provisions at RE stage (2001-02), and Jess
derpand of cash/commodity grants by State
) . Governments
18. 4210.01.104.04-Medical. | 3.80 4.16 6.23 Non-filling of vacant posts, non-execution
Store Depo‘rs Depots T - of civil work by CPWD and economy in
- . : non-salary expenditure
19, 3210.01.800. 02-Purchdso 1.7 29.29 18.49 3447 . | Late finalisation of vocabulary of medical
| of materials in India and o SRR : .stores/CGHS formulary, non-receipt of -
abroad adequate indents from indentors (2000-
01), less procurement. of mcdlcmo by
‘medical store depot (2001 02) and non-
approval of rates of gcncrlc and
proprietary drugs and’ procurement of less
medicines by Hospital Services” |
Consultancy Corporatron (Indxa) Ltd.
o e | ' 2002-03. .
200 © |'4210.04.101.09-Bulk  ["38.43 2548 5:25 | Nori-utilisation of matchirg pro_yision for .
purchase of matefial and ' ' commodity assistance and noh-payment of
1 Equipment for National - bills to MIS ME CoM Ltd, (2000 -01), less
‘TB Control Programme ~ demand for dommiodi lty assistance by State
LT S government, ‘delay in procurement of Aati-
TB drugs etc {2001-02) and procurement
- --- | of less drugs (2002-03) . .
21 4210 04 ]01 10-National * | 85.34 - 8.63 | Non-utilisation of matching provision for
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8.10  On the other hand there was persistent heavy excess expenditiite under the
followmg sub-heads dunng all these years:

Iable 8 7 Pcrsmtent excess cxpemdlture

. -(Rupees in crore)

SiNo. | Sub-head - 3001 T 200102 B 200303 | Reasons for excess |

1. 12210.01.103.24 = 23.09 32.49 7553 | Tncrease in. expenditure
Setting up of on local purchase,
dispensarigsthospitals charges of private

o recognised hospitals and
 clearance of pcndm g
liabilities and .
recognition of pew -
.| private hospitals in
R _ CGIS - ‘
2 2210.01.110.20-Dr.. - 1.65 " 4.03 | Payment of leave
| Ram Manohar Lohia ' encashment, increment,
Hospital, New Delhi -arréars of DA and hike
L L in prices of medicines
T o . C | ste. -

3. 2210.05.105.24-Grants . | _... 2.12 3.33 . 2250 Merger of the schemes
1o Indian Council of ' ' with the Council
mcdical Research Ncw ' '
Delhi o ' :

4, 2210.06.101.30- 2628 - 3.62 | Requirement of funds
National TB Coentrol for hiring of mass media
Programme agency for information,

education and~ "
communication -
activities and .
accommedation
ingreased aid material
from international

T B agencies

5. .2210.06.101.33- 35.51 - 20.86 | Increase in expendlture
National AIDS (‘ontrol ) -~ 7| on establishment, Anti-
Programmc 1 -AIDS activities and

more expenditure by
State AIDS Control
N | Sacicties
b, 3601.04.263.03- - 64.34 70.44 | More commodity
|| National Anti-Malaria - |. assistance to State
'Programme (Rural) ‘Governments, providing
(General Component) - additional quantity of
: DDT to some of the
States and alse mecting
the cost of past
liabilities towards
| supply of DDT
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Deficient internal audit system

8.11 Scrutiny of records of the internal audit wing of the Ministry of Health and
Family Welfare, New Delhi revealed that this wing had audited only the
transactions generated through the drawing and disbursing offices. Formulation
of budget, appropriation and re-appropriation of funds etc. were not examined by
it as a result of which a large number of irregularities on this account were
persisting.

8.12 It was also observed that internal audit of the Ministry was not being
conducted every year as prescribed. The last andit of the Ministry had been
conducted for-the period 1999-2000 in July 2001 and its report was issued to the
Ministry in May 2002 after a delay of ten months. Internal Audit Reports were to
be approved by the Financial Advisor through the Chief Controller of Accounts
and submitted to the Secretary of the Ministry/Department. The reports were,
however, approved and issued at the level of Deputy Controller of Accounts.
Control tegister of inspection reports was not being maintained in the prescribed
form IAM-11. Consequently, important information like period and date of
completion of audit, date of receipt and issue of inspection reports etc. were not
- recorded in the register. Test check of 29 inspection reports for the years 2000-03
revealed that in 28 cases the issue of inspection reports to the department was
delayed by periods ranging between 1 month and 12 months.

Grant No 52 - Department of Women and Child Development
(Ministry of Human Resource Development)
Introduction

8.13 . The’ Department formulates plans, policies and programmes, enacts
legislations ard gmdes and coordinates the efforts of both governmental and non-
governmental -organisations in the field of welfare and development of women
and children. - ‘

Overall position

8.14 The Budget provision, actual expenditure and unspent provmon under.
voted portlon of the grant during the years 2000-2003 were 43 under: - 7

Table 8.8: Overall position
{Rupees in crore)

Year o '. ';'I_T(_)tal Provision : Actval Expenditure Unspent Provision
.. |. Revenue Capital- | Revenue Capital Revenue Capital
2000-01 1511.81 0.20 1 1384.07 - 12774 |- 020
2001-02 1704.61 0.40 1691.02 - 13.58 0.40
2002-03 2253.65 - 213461 - 119.04 --
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8,18 The Ministry ended with large unspent provisions exceedmg Rs. 100 crore

during the years 2000-01 and 2002-03. Large unspent provisions under Balwadi
Nutrition Programme, Day Care Centres/ Creches, different schemes under ICDS,
Balika Samridhi Yojna, Condensed Courses of Education for Women, Socio-
economic Programme, Integrated Project for Development of Women, National
Resource Centre for Women and Mahila- Samridhi Yojana etc. had earlier been
pointed out in the Report of the CAG for the year ended 31 March 1998 — No. 1
of 1999. In then‘ Action Taken Note submitted to the Public Account Commlt‘tee,
the Ministry had stated that due to non-approval/delay in approval of some
schemes, non-anticipation of actual requirement under different schemes,
availability of unspent balances with the implementing agencies/State
" Governments, non-receipt of documents/ information from implementing
agencies etc., there were unspent provisions under different schemes. While
explaining the remedial measures taken, the Ministry had stated that the progress
of expenditure was being monitored from time to time at different levels and care
was being taken to allocate more funds to schemes where demand for funds was
more. The fact that during 2002-03 also, similar reasons have been attributed. for
non-utilisation of large portlon of funds, indicates that the Ministry did not
prepare the budget provisions under these sub-headsfschernes rea11st1cally
resultmg in large ‘amounts of unspent provisions.

‘Unspent provnsmn and excess over. pmvnsnen

8. 16 The gross unspent prov1s.10n of the grant was off=set by excess
disbursement under other heads resultmg in net unspent provmlon during
2000-2003 as shown below:- C

Table 8. 9 Unspent amount and excess leading to net unspent provision

(Rupees in crore)

_G]_ro_ss nnspent ..:Unspent.pmvisﬁen . Net nnspent

. Y_egr | .. provision .| - offset by excess ~ provision -
.| Revenne Capital Revenue Capital | Revenue | Capital
2000-01 248.64 020 | 12000 | - | 12774 | 020
1200102 |- 69.52 . 0.40 .. 55,93 - 13.59. 0.40
2002-03 | 4'20‘6"5 I 30161' ol e | 119,04 | -

817 A few sub-heads under whlch the unspent prov1s1on exceeded Rs. one.
* crore and constituted 8 to 99 per cent of the sanctioned provnslon durmg the years
- 2000-03 are given in Appendix-VIII-C.. - :

' Schemes affected by entire bndget pmvisien remaining unufilised 7
_';8 18 Under the sohemes and act1V1t1es deta1led in Appendim-WHaD ‘the entite

.-budget provisions, remamed unutilised malnly due to non-approval of
schemes/proposals such’ as estabhshment of National Commission ‘for Children,
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National Resource Centre for Women, National Nutrition Mission, Development
of Nufrition " Profiles and Replacement of Nutrition Surveillance System,
Information Education and Communication and Women’s - Empowernient
Programme. This was indicative of provisions being made without taking into
consideration factors like stages of finalisation of schemes, sanction by competent
authorities, implementation of schemes ‘etc. . Obviously provisions had been made
without adequate pre-budget scrutiny of projects and schemes in v1o[at10n of the
instruction of bud},et c1rcu1ar 1ssued by thc Mlmstry of Fmanuc edch yedr '

S(_:heme affected by persnstem‘: umspem provisiom
Swayamsmdha :

8.]19 [hu scheme Infhra Mahlla Yeojna, renamcd Swayamblddhd s a centrdll_y
sponsored: programme to be implemented over six years through State/Union
Territory Governments and - voluntary organisations in the country. The ‘basic
objectives of the scheme, with a total outlay of Rs. 116.30 crore, were to enhance.
women’s empowerment. throngh formation of women. self-help. groups with an
emphasis on convergence .of various schemes and access to micro credit and
promotion of micro enterprise. - During 2002-03, the . second year of
implementation, against original provisions of Rs. 18.50 crore, Rs 11.64 crore
remained unspent. Utilisatlion of only .10 per cent of the targeted outlay of the
scheme in two years indicated lax implementation. Achievement of the aims and
Ob_] ectives ot the qchcmc in time was, thus, doubtful :

Worﬂd Bank Assnsted Jlmeg,rated Child Deveﬁﬂpmem Servnces (1CDS)-
Tmmmg ngramme

8.20 This %cherne w1th a major emphdsm on lrammg, whmh isa crucml element

‘in ICDS, was launched in April 1999. Analysis of the budget provision, actual

disbursement and unspent provisibn during 2000-03 revealed unrealistic

esttmatlon of fund‘; resultlng in unspent provmon:-, as well'ds excess expendmlre
Table 8.10: Un5peut provismn B

(Rupees in crore) .

Year = | Suaaoctioned provision | Actual disbursement Unspent provision/Excess
: | . expenditure
| 2000-01 31.00 19.16 N SR !
200102 | 4000 T T sam T 12.82
2002-03 | 0 62.00 NERE () 290
Short Stay Homes N

- 821 The scheme seeks to prote(,t and rehabilitate women and glrls facing
social, moral and domcstlc .danger, mental strain " and’ explmtdtlon etc. by
pr0v1d1ng short stay homes, with servncec; hke med1ca1 care, psychlamc -and
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oucupatmnal therapy, educatlon and vocatmml activities for. fauhtdtmgj social
adjustments. Scrutiny of the budget provision and actual disbursement revealed
persistent umpcnt provisions during the years. 2000 03 as shown below - |

. Table 8.11: Unspent | provision-

" (Rupees in'crore)

g _. .- FE 1 '_._zﬁtﬁﬂ&:‘.ﬂ- e

Year '. Samiﬁoned p?@w’isicn e gisharsement Unspent previsions .
200001 [ .. 14st | . 977 T 4
200102 | .0 1284 . 6.03.: . .. 6.81

' '2002_:(}3 "__ ' 16 34 o 13.26 ! 3.08

Work‘ﬂb Wﬂmem 8 HOS*'J _

8. 22 The: scheme aims at providing suitable and economical accommadation to
. workingwomen through assistance to eli gible voluntary organisations, universities
* - and Statec Governments for construction of Working Women’s Hostels.. Ana]ysms"
of the budget provision and actual disbursement. revealcd that mcreasmgly large
‘proportions of thé allocatlons remamcd unspcnt durmg 2001 2003 Table &.12.
gives the detdlh e L

Ta.hlc 8.12:-}1]_:15;1@:1& ]pmvisﬁun

;:'(Ru;oée'r'm ('f‘bre)

. , 1
"' "~ Year Samtmned Provnswn + Actual dlﬁhur\{.munt IL”nbpet;i;z;’l;ﬂ;f:f‘sts
| 2000-01 ] . . 707 1 742 o \_f" T (o4
| 200102 | . . )00 s 496 [ 040
200203 | 3s0 . | so600 | 0 750

Suﬁ'relidér of 'u'r'z_'sp:em _prb'vis:idué: o .

_ 8 2? Mlmsmcsf Departmcntq arc rcqu1red to surrendcr thé unspent prov1510n as
_ 'soon as these were antlupdted SO ‘that the amount 30 dV'll]ElblG may be used for
other sectors. “Tlowever, the Departmcnt surrendered unsperit amounts and that
too partially on the Iast day of thc ﬁnanmal year durmg 2000-03 as indicated
below - : = . _

Tahib”S.’lS:' Surrender Df funds during 2000-03 .+ - .

{(Rupees in crore) -

Yééf __ Unspent i)rov.is'idrli. AN Amuum Su!‘r(;f]]dE)re'd Date of surrenier
o . . Revenue -~ - | Capitaf - Revenue ] Capital o -
2000-01 12774 - 020- - 12628 | 020 313.2000
200102 | 1359 - - | '040 [ - 1203 | o040 [ 3132000
2002-03 | 1904 [ [ nizes | e 0 31320030
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Rush of disbursements during the month of March

824 Rush of disbursements are to be avoided, particularly in March. Contrary
to this, substantial disbursements were made during the month of March in the

past three years under the Major Heads as shown below:-
Table 8.14: Cases of rush of disbursement

__(Rupees in crore)

T o T Disbursement
year Major He_nd ' Du;lenagfthe Durlng March
*2235- Social Security and Welfare 14591 96.50
2000.01 L 2236-Nutrition TR 1.60
3601- Grants-in-aid to State Governments 1214.00 319.03
3602- Grants-in-aid to Union Territory Govemmcnts 1020 | 498
2001'_‘02 2225-Social Security and Welfare » 191.48- 8531
3602- Grants-in-aid to Union Territory Governments 9.86 298
2235- Social Security and Welfare 21827 - 81.85
2002-03 [ 3601- Grants-in-aid to State Governments 1889.59 444.92
3602- Grants-in-aid to Union Territory Governments 12,59 4.03 -
Internal Audit

8.25 - The Intémal Audit Wing (IAW) of the Ministry of Human Resource
Development functions under the administrative control of the Chief Controller of .
Accounts of the Ministry and is responsible for conducting internal audit of the
units under this Ministry as well.as those under the Ministry of Social Justice and
Empowerment and Ministry of Tribal Affairs, Department of Culture, Department
of Youth Affairs and Sports, Department of Women and Child Development and
the attached and subordinate offices/autonomous bodies under these Departments.
There were 226 units under the jurisdiction of IAW as on 31 March 2003
including 51 units pertaining to the Department of Women and Child

Development. Only 78 units had been inspected by AW dunng 2000 03 a8
shown below :
Table 8.15: me:tiunlng of Hnternal Audit
Y Total ne. of Units due for._L] Units actually mPercemage of
ear f
N units Inspection ~ imspected units Inspected
2000-2001 226(51) - 148(NA) 36(1) 4
2001-2002- 226(51) . “162(NA) 23(5) 14
2002-2003 226(51) 148(NA) 19¢1) 12
Total . T8(T) 17

N4 -
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8.26 Scrutiny of seven intemal audit reports pertaining to the Department of
Women anid Child Developmierit revealed that important aspects of furnctioning of
* the Ministry like preparation of budget, expenditure control, excess expenditure, '
unspent prowsmns menitoring - and. 1mplementat10n of schemes etc. were not
. commented upon by 1AW, ‘which: could have served to- glve tunely ‘warning,
: "Slgnals on such cru(:lal aspects. ' o

G_r.ant -Ne. -8'6_ - Mini_s_tr'y of Water I{esources e
Introduction

- 827 The Mm1stry of- Water Resources is respons1b1e for Iaymg down pohcy
guldehnes and programmes for the cotiservation, management development and
‘1€ gula‘uon of the country s water resources '

Overall position _ _ _
. 828 Table 8.16 gives the overall position of budget prov1310ns _aetnal
dlsbursement and unspent pr0v131on dunng the last thrée y years ' o

Table 8 16 Overall posmon _

{Rupees in crore)

.Ye:-l.r -'I'o:tal pvevision. R '_Ac.tual disbnvsement | Unspent provision

- Revenue | ' Capital ' | * Revenue [ Capital |. Revenue. | . Capital
T TR —— _ _
- | Voied ,, 63527 | 5125 55461 | 44.39 80.66 [ 6.86
.| Charged. . 0002 | . 34.00 - 3.04 00.02 30.96 |

200102 . . . .. : ' :
Voted - |- 70209 . 0 59.15] - 62656 57.22 75.53| - . '1.93
Charged © .. 00.02 ©4.00 - 2.95 0002 ... 105

2002-03 _ ' c . R
Voted | " 74547 | - 6471 . 570.68 6375 | 17479 | 0.96
Charged |~ ~ 0002 3.50] - 223 0002 127

Excess over budget provisions and net unspent provision

829 The gross upspent provision during the last three years was partly offset
by excess. disbursements under other heads. The net unspent provisions ranged
. from Rs. 75.53 crore to Rs. 174.79 ¢rore under Revenue (voted) and Rs 0.96
‘ crore to Rs. 6 86 crore under Capital (voted) sections. -
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Table 8. 17 Unspent prowsmns and excess expendlturc (under voted cxpendlture)

(Rupee? in ¢t ore)

Gross unspent : Un_sp__ent_prt_wisim_l of:f's'et Net unspent pruwswn
Year _ provision by excess dishursement :
| Revenue | Capital | Revenué | Capital | Revenue |  Capital
2000-01 100.24 | 8.45 1958 | ©  1.59 ' 80 66 6.36I
2001-02 125.02 7.20° 4949 | 527 7553 193
2002-03 207.10 330 | 3231 234 17479 0.96

Schemes/sub-heads affected by large unspent provision.
8.30 - Scrutiny of the Appropriation Accounts for the years 2000-03 revealed
that the Ministry ended the years with large unspent provisions under some sub-

heads and excess expenditure under some other sub-heads (Appendix-VII-E).

Persistent unspent provisions

831 Persistent savings in the grant as shown 1n the table are md1cat1ve of

deficient budgeting or shortfall in performance.

Table 8.18: Persistent unspent provision

{Rupees in crore)

Sl Sub-head _Unspent provisions during__ | Reasons attributed by the Ministry

No. ) 2000-01 | - 2001-02 | 2002-03 for unspent provision -

1 | 2701.80.002.01- 233 467 1.94 | Less expenditure on .TC & tour, .

' Central Water non-finalisation of ACP/purchasc of
Commission. L S Motor vehicles ete., ban on filling up
: o : of regular/work charged posts
2 2701 80.004 01- 1.29 141 - | Non-filling.of posts etc., slow .
' National [nstitute of . ' _ progress of work,
Hydrology N S R R

3 2701.80.004.03- - 0.90 1.69 | 105 | Non-filling of posts and 10%
Central Water and | B mandatory cut on non-salary items
Power Research, ' o ' '

Station I

4 3601.01.752.01- - 8.00 | - -8.00 .8.00 | Non-resumption of construction work
Major Irrigation which were sub-judice and non-
(Non-commercial) o c . | resumption of construction work by

_Sutlej Yamuna Link. | . I | Government of Punjab
Canal Pm]ct.t 1 ; Y . o e o]

5 3601.04.528.01- 1 14.18 3556 | 4777 | Adjustment of unspent provision of
Command Area S S previous years, less réimbursement
Development claims from the executing states etc.

6 5075.01.201.03- 2.00 375 127 | Non-finalisation of the arbitration
Farakka Barrage award and non-filling up of posts,
(voted) non-finalisation of purchase proposals

: ) due to procedural delays etc.
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- Schemes affected by unspent provision

8.32 -Some schemes most affected by permstcnt unspent provisions are
explamed below:- = :

- Command Area Develop;ment Programme

833 'The Command Atea Development Programme was launched in 1974-75

as a Centrally Sponsored Programme with the objective of ensuring efficient
utilisation of irrigation potential created for optimising agricultural production.

The budget provision, actual disbursement and unspent pr0v1510n dunng 2000 01
. 10 2002-03 were as under:-

- Table 8. 19 Unspent prov:swn

I(Rupees'.in crore)

Year | Sanctioned prqygswn ' Acltlllllgllndrshurscmcnt Unspent Prevision
"""" 200001 15633 4215 _ 1418
200102 - 1 - 18229 _ 14673 | 3556
200203 19800 15023 4177

8.34 The Ministry attributed the unspent provisions to availability of unutilised

grant_of previous years and receipt of lesser re-imbursement claims from the’
executmg states. It indicated that budget esllmates were framed without adequatc-
review of the trend of cxpcndlturc x '

Sutle] Yamuna Link Canal

8.35 - ‘The Project is funded in the Central Sector for providing plan assistance to
States. - The Ministry has been providing funds of Rs. 8.00 crore under Sutlej
Yamuna Link Canal every year dunng 2000-03 but the entire provisions was
either re-appropriated to- other heads: or surrendered thereby defeating the very
purpose for which thc budget provisions had been approved by Parliament.

Unrealistic budgeting,

8.36 Rule 53 of the General Financial Rules provides that the ministries/
departments should prepare their estimates keeping in ‘view the trends of
disbursements during the previous years and the economy instructions issued by
the Ministry of Finance from time to time. :Scrutiny of the Appropriation
Accounts for 2000-03 revealed ihat under the following sub-heads  the entlrc
provision remained unutilised and was re-appropriated to other heads
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Table 8.20: Unrealistic budgeting

'~ (Rupees in crore)

| :0 Sub-head ];;t::):::s;:‘siz?oi Reasons adi_rz_urcéd by the Ministry.

Revenue Section (2000-01) R

1 | 2701.80:800.03- Dam Safety. 1.71 Discontinuance of the scheme under
Assurance and Rehab1htauon 5 .| zero base budgeting.

‘| Project . o . S R ]

2 [.2702.02.005.10- lsotoplc _ 140 7 D1seonlmuancc of the qchcme under
‘Stadies for determining age, = | SR 7ero baso budgctmg S
prigin rechargc & miechanism of g : : .
salinity in Ground Water

Capital Section e - '

3 7601.03,786.01 - Flood Control "730.00 | Non-approval of the :,cheme by the
i Brahmapulrd Val]ey ' Plannmg Comm:ssmn '

L (Charged) N :
Revenue Section (2001- a7 o
4 | 3601:03.786.05- Flood Control 2500 No:1+approvai of the st scheme by
| Jpﬁr&b@dpukd Valley - Plannmg Commission -
5 3601.03.786.09-.Critical anti- . 2.00 -do-
' erosion works in Coastal and
___{ other than Gang Basin Stales SRS RS (PR TR
Lap:tal Section- . ]
6 [5075.01 201 03 Farakka Lo .No arbltmtlon dward was gm.n by Lhe
- Barrage (Charged) o court ' - O
Revenue Section (2002-03) . L e _
7 2711.01.800.13- Survey and 1.00, _ Non—taki_rlg up of the work owing to
: Invcstigation of Kosi High Dam : non-final i"sat'i'(_jn of the ferms and -
| conditions with Government of Nepal

g 3601 04 786.02- Flood Prooﬁng : 1.50 © | Non-receipt of utilisation certificates’

: Programme : from State Government of Bihar and
e consoqucntly non-release of further
R AT O i funds )

8 3601.04.786.04- Critical anti- : 2 00 | Non- approval of 1 thc sehcmz. owing to
erosion works in Coastal and ’ | non-submission of proposals by.the
other than Ganga Basin States concerned State Governments for

' : inclusion in the Expenditure Finance
Committee’s approval. =~

Surrender of unspent provnsmm

_8 37 Un%pent provnswns n a grant or apprOprlatlon should be &;urrendered as
soon- as-these arc foreseen. . ‘The Ministry surrendered funds on the laet day of the
financial year despite the fact- that. Revised Eatlmates were approved m

January/February every year.
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"Table 8,21 Surrender of funds during 2000-03

Review of Sélected Granits .

(Rupees in crore)

Unspent provision-.. . | - Amonnt surrendered . |  Date of surrender
: ' of unspent
_ ) Year Revenue | Capital | Revenue Capital provisﬂon
200001 - 80.68 37.82 33.69 . 33324 31.3.2001
2001-02 | 755510 298, 58.10 | . 1.00 31.3.2002 o
12002-03 ] 17492 | - 223 16226 | . 124 31.3.2003 ¢

' Injudicious re-é’pp’ropriation of funds

8.38 Re»appropnatlon of funds to the following sub-heads was m_]udlclous as
the - orlgmal provision . under the sub-heads was more than adequate.
' Consequently, the final savings under the sub-heads Were more than the amount

Te- appropnated to these heads. : :

Table 8.22: InJudlcmus re-approprlatlon of funds . .

(Rupees in crore)

SR | Totar | -Actual
Sub-heads Provision G expen- Saving (-}
. - _ _ rant .

. - .. diture
2000-2001 :
2701.80.001.01 | Central Water O 10.07 - 1031 Y | . 0.80

_ - | Commission R 0.24 ’
2701.80.004.05 | Research and 0 1.70 - 226 1.69 0.57
' - | Development R “0.56 ] '

, e | Programmes S S .
-2705.00.800.04. | Research and o 0.90 0.91 0.64 0.27

' Development R 0.01- I I
; . .- | Programmes . _
2711.01.800.07 | Joint River o 2,79 3.02 270 0.32
: e . Commission R. . 023 3 :
2711.01.800.10 HydrologyProJect O 17.50 1755 |- 1620 - 1.35

: : : R 0.05 |. : _ .
4711.01.800.06 -| Central Water 0. .3.00 - 399, 2.00 1.99-
' S Commission R 0.99 S o - 1
2001-02- D . 1
3451.00.800.13 | Hydrology Project O 1.24 1.30 1237 . © 007
3601.03.478.01 | Rationalisationof = | O 6.49 6.55 6.07 | - 0.48
R Minor Irrigation R 0.06 | ' C
Statistics

Rnsh of expendlture

r

8.39 ~Rush of expendlture particularly in the closmg months of the ﬁnancml_
year should be avoided. Scrutiny revealed that in the followmg cases a large
por'tion of the total expenditure was incurred in the month of March during
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2000-01 to 2002-03. Such practlce was ot conducive to constructive ut1hsat10n

of the funds. .
Table 8.23: C:_ises' of rush of expc_ndit_ure (2000-2003) N .
o B ST {Rupees in crore)
: Expenditure in -
Major Head ~ expz:&‘;:ﬁr-c ‘March
- . _({Percentage)
2000-01 ° _ _ e R
1. | 2705 | Command Area Development 2.80. 1.03
L (37%)
2. | 3601 Grants-in-zid to State Governments 168.88 65.26
N . (39%)
3 | 401 Capital Outlay on Major and Medium Iigation 3.33 <0 o164
4. | 4711 - | Capital Outlay on Flood Control Projects. - 2.00 o189
' : = (80%) -
5. | 7601 Loans and Advances to State Governinents . 3.00 - 3.00
. S SE ©{100%)
2001-02
i | 2705 | Command Area Development 1.40 0.42
R (30%)
2. | 3601 Grants-in-aid to State Governments - 187.15 117.46
_ . o . ' (63%) :
3. {4701 Capital Qutlay on Major and Medium Irrigation 3.48 272
' S S - (78%) .
14, | 4702 Capital Outlay on Minor Irrigation 193 1.46
) . . . o K - Cee (';6%)
5 | 4711 Capital Outlay on Flood Control  Projects '__'3.06| . 3.00
_ : : : e 98%) -
6. | 6701 Loans for Majér and Medium Irrigation 32.00° - 19.92-
_ _ o {62%)
7. | 7601 Loans and Advances to State Governments 2.95 2.95
o o . o S - {100%) .
8. | 2702 | Minor Irrigation - 157.86 - 4173
. . . o {26%)
9. 12711 Flood Control and Drainage 11230 © 43407
: : {39%) -
2002-03 : : : -
1. | 2705 Command Area Development 1.93~ o 064
. e B3%). - -
2. [-2702 | Minor Irrgation 130.79. . 2916 -
. . _ : (22%)
3.1 2711 | Floed Control and Drainage - - §3:77. C28.3)
o o S (30%)
4. | 3601 | Granis-in-aid to State Governments - 182.05 . 64.14
N e i . . , _ (35%)
5. | 47 Capital Qutlay on Major and Medium Irrigation 4.22 CLL42 .
. . . . . : . {34%) FER
6. (4702 | Capital Outlay on Mino_r In'igation 214 . 274
N . ) AL : -100%}
17| 6701 ’Loans for Major and Madlum Imgatlo:l - 22700 ¢ ©16.96
oo L (63%)
8. | 7601 Loans and Advanccs to State Gc\'ermnents 1.76 L.76
(100%)

80



Chapter 9
MANAGING GOVERNMENT FINANCES: A GENERAL EVALUATION

Snmmary lndlcatorb 0f Fiscal Performance .

9.1 This Chapter prebents a sumrnansed position of govcmment finances
‘over 1985-2003, with reference to certain key indicators that help in assessing
the adequacy and effectiveness of available resotirces, highlighting areas of
concern; and . capturing important facets of ‘government -finances. Fiscal -
parameters of the Union Government have broadly been grouped under four
major components and for each component a set of indicators have been
concelved to assess the fiscal developments over time. The four major
components are resource mobilisation; expenditure management; management
.of fiscal imbalances; and management of fiscal liabilities.

Resource Moblllnsanon -

9.2 Elght 1ndlcator:, are 1ncludcd under thm major componcnt to. (,dpture
the adequacy of resources, growth of these. resources and returns. on past
investments, financial intermediation and capital expenditure incurred to datc.
The revenue recmpt -GDP Tatio indicates the adequacy of the present flow of
resources for the provision of current services. Revenue receipts comprise
both tax and non-tax receipts as well as recovery of user charges for social and
‘economic services: provided by the govemment. ' The second indicator of
adequacy of resources is the tax-GDP ratio, a sub set of the revenue receipts.
“This ratio indicates the government’s access to such resources for which there
is no direct service provision -obligation. Revenue and tax buoyancy indicate
* the progressiveness or otherwise of resource mobilisation efforts. The other
.- four are mdlcators of return on past invcstment and recovery of user charges,
Table 9.1 summarises the. movement in value of thesc indicators over
- 1985-2003, the VIl and IX Five Year Plans (1992 1997 and 1997 2(}02) and
the two most recent years.

Table 9.1; Indicatnr$ of Resource Mobilisation .

. . (per cent)
: s Y an IX Plan . P I
| o pmssa0ms | o e | ager.z00ny | 200102 | 200203
Revenue Receipt/GDP 12.63 12.71 1236 - | 11,55 12.23
Tax ReceiptGDP | 911 |- 932 865 | 815 | 882 |
Revenue Buoyancy 093 10.94 0.76 - 040 1.93
Tax Buoyancy . S 088 I 096 0.85 . * 231 |
Return on