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PREFACE

']I'hé Comptroller and Auditor General of India prepares ﬂhis feport on the
accounts of the Union government for submission to-the President under
Article 151 of the Constitution. _

This report is a commentary of the Union Government’s finances and accounts
for the year ended 31 March 2000 and related matters. A special feature of
this report is that it presents a 'commentary in a retrospective background of
preceding ten years, which saw introduction of structural economic reforms.

The observations of this report should be read in conjunction with the CAG’s
other reports during the year arising out of the financial as well as value for
- money audits of the various activities of the Union government.







HIGHLIGHTS OF THE
UNION GOVERNMENT FINANCES AND ACCOUNTS: 1999-00

Union Finances: Overall Assessment

e Union finances have become less adequate, less autonomous, and more
vulnerable during the nineties. Voted expenditure as proportion of total
disbursement has fallen from 44.51 percent in 1992-93 to 31.94 percent in
1997-98. Therefore, there is less autonomy for applying available
resources for current applications. Although by 1999-00, this ratio
recovered to 35.68 percent, it still shows that the degree for autonomy in
the application of resources is low, and has fallen over the ten-year period
in the nineties. This view is further supported by the fact that repayment as
percentage of borrowing has increased from 72.73 percent in 1990-91 to
86.74 percent in 1999-00 indicating that only about 13 percent of current
borrowing is usable for current services. The interest ratio has also
increased from 25.47 to 33.60 percent, showing increasing loss of
autonomy in using current resources for current applications. Central

- finances are also more vulnerable now than before. Revenue deficit as
percentage of fiscal deficit has increased from 40.40 in 1990-91 to 59.43 in
1999-00, exhibiting an increase of about 20 percentage points. To the
extent fiscal deficit is not used for creating assets, finances become
vulnerable because liabilities are being added without addition to the
capacity for repayments.

Union Government Accounts: New Arrangements

e The 1999-00 summarised accounts of the Union government show a
reversal of the relative position of the Consolidated Fund of India (CFI)
and the public account. The CFI, which until 1998-99 used to end with a
deficit, emerged with a surplus of Rs. 151986 crore at the end of 1999-00;
and, the public account, which used to remain in surplus, ended with a
deficit of Rs.152876 crore. The establishment of National Small Savings
Fund (NSSF), with effect from 01 April 1999, led to this change. It
occurred because beginning 1999-00, the government has begun to
formally borrow small savings from the NSSF, by issuing securities. As
internal debt, this borrowing went into the CFI, unlike the past when the
government used net surplus in public account to meet its deficit as a
matter of course. In the new arrangement, the government has started the
management of small savings and the mechanics of their transfers to the
states through the NSSF.




The Macro Economy in 1999-00: Salient Features

At the macroeconomic level, 1999-00 offered little comfort. The growth of
the GDP was lower than its peak in mid nineties. The public sector savings
remained negative for the second year running. There was a fall in the
growth of money supply that was coincident with lower inflation.

The economy has been undergoing significant structural change. The
services sector has not only shown the highest trend growth rate (TGR) but
also less fluctuation in the growth rates as compared to the other sectors.
As a result of differential growth rates between the three major sectors, the
services sector now constitutes about 53 percent of the GDP. The
agriculture sector has a share of about 25 percent, and the industrial sector,
only about 22 percent.

Fiscal Imbalance

In 1990-91, the revenue and fiscal deficits were 3.26 and 8.07 percent of
the GDP. In 1999-00, the revenue deficit was 3.15 percent of the GDP,
and the fiscal deficit, 5.3 percent. However, the fiscal deficit figure is not
comparable with the corresponding figures upto 1998-99 because of the
changeover to the NSSF. The revenue imbalance indicates that the decade
of fiscal reforms closed with almost as bad a profile of imbalance as at the
beginning. In one sense, it was worse. In 1990-91, the ratio of revenue
deficit to fiscal deficit was about 40 percent. This ratio, indicating the
quality of fiscal deficit, degenerated to 60 percent in 1999-00.

Central Taxes: Aggregate Performance

The tax-GDP ratio improved marginally in 1999-00, rising from 8.18
percent in 1998-99 to 8.78 percent. But this still was well below the 10.12
percent level in 1990-91. The course that different Union taxes took during
the nineties largely determined why the deficits defied correction. The
central failure was persistent erosion of the Union excise duties relative to
the GDP. While income and corporation taxes rose relative to the GDP, the
Union excise and customs duties fell. The fall in the customs duties may
have explanations in external liberalisation and the WTO considerations.
For the customs duties, there were perhaps the WTO compulsions that
brought the tax rates and revenues down. Reforms, on the other hand, that
recast the Union excise duties under the value added tax principle into
MODVAT and later CENVAT, proved to be revenue depleting relative to
the GDP. The fall in the indirect taxes could not be overcome by a rise in
revenues from the direct taxes, and a small increase in the non-tax
revenues. Consequently, the overall revenue receipts of the centre fell
relative to the GDP. The tax base remained focussed on a narrow portion
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of the GDP. The industrial sector which constitutes the core of the tax
base of important central taxes like the corporation tax and the Union
excise duties accounted for only 21-22 percent of output throughout the
nineties. There is enough potential for widening the direct taxes revenue
base. The service sector potential for tax revenue still remains largely
untapped.

Non Tax Revenues: Near Stagnant Growth

Non-tax revenues as a percent to the GDP have remained near stagnant
during the nineties. There is an increase of 0.52 percent points if three
years averages are compared in the beginning and the end of the decade.
An important contributing factor of this increase is the higher contributions
of the RBI’s surpluses, which were in effect only endogenous resource
transfers.

Government Expenditure: Fall in Capital Expenditure

The erosion of the tax-GDP ratio, even while maintaining almost as much
borrowing relative to the GDP as at the beginning of the nineties, led to a
fall in government expenditure, both revenue and capital. It was 17.54
percent of the GDP in 1999-00 down from18.10 percent in 1990-91. This
small fall hides two major casualties. One, the ratio of non-interest, non-
pension expenditure, i.e. expenditure directly relevant for the provision of
services, fell. Secondly, asset-forming expenditures also fell: capital
expenditure from 2.35 percent of the GDP in 1990-91 to 1.48 percent in
1999-00, and loans and advances, from 3.64 percent to 1.40 percent.
Interest payments and pensions, on the other hand, mounted. Further,
while plan revenue expenditure has grown at a trend growth rate of 14.43
percent per annum over the nineties, plan capital expenditure has grown at
a dismally low TGR of 2.86 percent during this period. In 1999-00, the
share of non-plan expenditure in total expenditure was the highest for the
decade.

Subsidies: Non Transparent Design

The quality and efficacy of expenditures are further beset by a non-
transparent subsidy regime. Many subsidies are administered through
inputs like power, irrigation, transport, fertilizers and diesel. Input based
subsidies dissipate resources and the incidence of their benefits cannot be
controlled. As such, these input subsidies remain ill targeted. Even those
subsidies that are administered through final outputs like the food subsidy
remain inappropriately targeted. Food and fertilizers subsidies hide
inefficiencies and have defied correction in spite of budgetary promises.
Some of the central subsidies show high TGR during the nineties like food
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at 16.34 percent and interest subsidies at 17.62 percent. Subsidies
pertaining to the sale of decontrolled fertilizer have grown at the TGR of
63.61 percent over 1994-95 to 1999-00. Implicit subsidies are more
difficult to control because these remain hidden in general expenditures.
Roughly estimated, implicit subsidy to the nationalized banks amounted to
Rs.1429 crore; to PSUs, amounted to Rs.2404 crore; and to postal services,
these amounted to Rs. 991 crore during 1999-00.

Rising Interest Rates: Adverse Cycle

The deteriorating trends in the Union government finances are partly due
to a self- sustaining adverse cycle linking higher fiscal deficit to higher
cost of borrowing. The pressure on the interest rates builds up because of
rising repayment obligations as also rising interest payments, Since the
government has to lift up this large amount of money from the system, it
has to bear a high cost. Resultantly, there is steady depletion of the ratio of
net receipts to government relative to gross receipts, which has fallen from
53.41 in 1990-91 to 38.17 in 1999-00. Thus, the government has been
getting less and less resources, for current applications for the services that
it provides, at higher and higher interest costs. The effective interest rate
has gone up from 8.02 percent per annum in 1990-91 to 10.61 percent in
1999-00.

Debt: Compositional change and Sustainability Issues

The government reckons its external debt in the budget at historical
exchange rates. It would be, however, more appropriate to evaluate it at
the current exchange rates. Total liabilities at current exchange rates stood
at 57.23 percent of the GDP at the end of 1999-00. This is nearly 7
percentage points higher than its level evaluated at historical exchange
rates.

The debt GDP ratio has fallen during the nineties. The share of internal
debt in total liabilities has increased substantially, rising from 40.43
percent in 1991-92 to 63.77 percent in 1999-00 of the total liabilities,
evaluated at current exchange rates. The other component of liabilities that
has risen over the nineties comprises small savings and provident funds.
Together internal debt and small savings and provident funds accounted
for 79 percent of the total liabilities, rising from 68.86 percent in 1991-92.

The conversion of the treasury bills to government securities during the
nineties hiked the RBI interest costs to the government. However, payment
of higher interest by the government to the RBI and transfer of surplus by
the RBI to the government amounted to little else than completion of a
fruitless accounting circuit. Likewise, the endogenous resource transfers of
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the RBI’s surplus to the government inhibit the effectiveness of Ways and
Means Advances, introduced in 1997, as an instrument of fiscal discipline.

Sustainability of debt remains a key issue. The trends in the nineties
indicate that interest payments rose relative to the GDP, even though the
debt-GDP ratio fell. For sustainability, the debt-GDP ratio needs to be
reduced further. The trend of the fall in the debt -GDP ratio weakened
towards the end of the nineties. The average yearly fall between 1991-92
to 1995-96 was 0.8 percentage points, which slowed down to an average of
0.15 percentage points between 1996-97 to 1999-00. Achievement of
speedier reduction in the debt-GDP ratio would require additional
remedial measures in the medium term.

Fiscal Marksmanship

The government has persistently underestimated revenue and fiscal
deficits. It has also generally overestimated the receipts, although 1999-00
was a notable exception in recent years. On the other hand, the government
has generally underestimated revenue expenditures and has overestimated
the capital expenditures. The budget estimates of discharge of public
liabilities have fallen short of actuals in all the years in the nineties without
exception. Receipts from small savings and provident funds have also been
consistently under budgeted. Repeated estimation errors indicate that the
government needs to focus on the systemic factors, improve its
understanding of the past errors, and rework the estimation methodologies
significantly for improving fiscal marksmanship.

Efficacy of Expenditures

As resources available for application for current services have depleted
relative to the GDP, it is critical that these are used with optimum
efficiency. Inefficiencies in government expenditure lead to either higher
costs for the same service or poorer service for the same cost. A more
macro level of inefficiency relates to inadequate provision for essential
services that need to be provided by the government, such as public goods
and high merit goods. Inefficiencies result from rigidities like lapse of
funds at the close of the financial year, opacities in the budget process,
such as large implicit subsidies, limited parliamentary debates on demands
for grants, and routine delays in decision processes. Many of these
inefficiencies are visible after the examination of finance and
appropriation accounts and the emergent pattern of the finances. In sum,
the following sources of inefficiencies may be underlined:

a. March rush: a large proportion of expenditure is crowded in the month
of March leading to hasty decisions, involving avoidable inefficiencies.



b.

Implicit subsidies: there is a large volume of hidden subsidies making
the budget process opaque. The implication of these subsidies is not
fully realized or debated because these are not mentioned in the
budgets as subsidies.

Procedural inefficiencies: major deficiencies in the process of
incurring expenditures, relate to incurring expenditure without
sanction, excess disbursements over sanctioned grants, which remain
non-regularized, and unspent amounts against provisions.

Unauthorised reappropriations: considerable amounts are
reappropriated between different primary units of appropriation
defeating the original purpose or activity which is authorized by the
Parliament; often these reappropriations are found to be injudicious
and without prior approval.

Poor fiscal marksmanship: a major cause of inefficiency is unrealistic
budgeting. Budget estimates are based on such assumptions as often
turn out to be unrealistic; demands are habitually overstated. Similar
errors are repeated year after year.
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Chapter 1

OVERVIEW OF UNION GOVERNMENT FINANCES

1.1 This chapter provides an overview of the finance and accounts of the
Union government during the year 1999-00. It analyses critical changes in
major fiscal aggregates in 1999-00 in the context of prevalent trends over the
decade of the nineties, in a macroeconomic perspective, using some broad
indicators concerning outputs, prices, saving and investment. First, the chapter
presents a summary of the position of the different accounts, with reference to
the Consolidated Fund of India (CFI), the Contingency Fund of India, and the
Public Account for 1999-00, and discusses the salient changes in the macro
economy over the decades of the nineties. It then presents an overview of
trends in major fiscal aggregates pertaining to the Union government.

Summarised Accounts of the Union Government

The year 1999-00 ended with a surplus in the Consolidated Fund, because
of creation of National Small Savings Fund in the Public Account, and
consequent adjustments.

1.2 The CFI emerged with a surplus of Rs. 151986 crore at the end of
1999-00. This surplus was due to an accounting adjustment consequent upon
the creation of the National Small Savings Fund (NSSF) at the beginning of
1999-00. Under the new arrangement, effective from 01 April 1999, the
central government’s draft on small savings became part of its internal debt,
and was credited to the CFI. This increased the receipts of the CFI,
engendering the surplus. This adjustment brought about a reversal of positions
of a mutually adjusting nature in the CFI and the Public Account with effect
from April 1,1999. Throughout the nineties there was a deficit in the CFI and a
surplus in the Public Account. In 1999-00 there was a deficit in the Public
Account to the tune of Rs. 152876 crore (Table 1.1).

1.3  The Union government had been using Public Account surplus for
meeting government expenditure due to deficit in the CFI upto 1998-99. From
1999-00, the Union government started doing so through investment of Public
Account money in the central special securities, through the NSSF. During the
year 1999-00, such investments amounted to Rs. 185200 crore.
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1.4 Furthermore, the NSSF bears, from 01 April 1999, interest costs and
incidental expenditure on the management of the small savings and provident
funds, which were hitherto borne by the CFI, and any other expenditure
related to its operations.

Box 1.1: Union Government Funds and the Public Account

Consolidated Fund Contingency Fund

All revenues received by the Union | Contingency Fund of India established under Article
Government, all loans raised by 267(1) of the Constitution is in the nature of an

issue of treasury bills, internal and imprest placed at the disposal of the President “o
external loans and all moneys enable him to make advances to meet urgent
received by the Government in unforeseen expenditure, pending authorisation by the
repayment of loans shall form one Parliament. Approval of the legislature for such
consolidated fund entitled “The expenditure and for withdrawal of an equivalent
Consolidated Fund of India” amount from the Consolidated Fund is subsequently
established under Article 266(1) of | obtained, whereupon the advances from the

the Constitution of India Contingency Fund are recouped to the Fund.
Public Account

Besides the normal receipts and expenditure of Government which relate to the
Consolidated Fund, certain other transactions enter Government Accounts, in respect of
which Government acts more as a banker. Transactions relating to provident funds, small
savings, other deposits, etc. are a few examples. The public moneys thus received are kept
in the Public Account set up under Article 266(2) of the Constitution and the connected
disbursements are also made therefrom.

1.5 The CFI receipts, net of repayments of the public debt, over the
nineties have varied in the range of 18 to 21 percent of the GDP at current
market prices (Table 1.2). The sudden spurt of this ratio to over 28 percent in
1999-00 is due to securitisation of withdrawals from the public account
through the NSSF; and corresponds to a sudden downfall in the ratio of the net
public account receipts to the GDP ratio. Chapter 7 on management of public
account dwells on this matter in detail.




Table 1.1: Receipts and Disbursements from
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the CFI and Public Account i

Rs in crore \/
¥ Surpluy  Public Public  Surbles!
L Ll *disbursements deficit in CFI ':3:‘:: db:::;:"u::-“ Al’;::f:‘
1990-91 196823 218721 -21898 64191 41871 22320
19 200455 215123 -14668 66524 51824 14700
/W_‘; _ 1992:93 227238 242709 -15471 72827 57895 14932
Y- 1993-94 296802 316793 -19991 89752 68740 21012
} il 1994-95 316391 354133 -37742 107671 71157 36514
~a o) — 199596 357933 379902 -21969 113005 89381 23624
20127/3 = 199697 412911 441559 -28648 127327 99134 28193
AL L1y 199798 605472 664478 -59006 169620 109704 59916
201915 1998.99 654249 694929 -40680 159818 118875 40943

19900 Bsessi  T0Me6s IS8 2476 %6762 -Iswle
V‘-rﬂ- o) -

s

* ‘Disbursement” includes repayments of debt

Table 1.2: Summarised Accounts of the Union Government

/

Rs in crore
e T LI s NP st et paor O
balance repayments Gl Receipts Gy Expesliare  GDP balance
1 2 3 4 5 6 7 8 10

1990-91 1465 115161 20.25 22320 3.92 137059 24.10 1887
1991-92 1887 134037 2052 14700 2.25 148705  22.76 1919
1992-93 1919 155528 2081 14932 2.00 170999 2288 1380
1993-94 1380 178851  20.82 21012 245 198841  23.14 2402
1994-95 2402 183121  18.13 36514 3.62 220863 2187 1174
1995-96 1174 218687 18.50 23624 2.00 240656 20.36 2829
1996-97 2829 242463 17.80 28193 2.07 271111 1991 2374
1997-98 2374 274422 1811 59916 395 333428 22.00 3284
1998-99 3284 331570 18.86 40943 233 372250 21.17 “3520

* Does not include taxes on income assigned to the states under article 270 of the constitution.

** ‘Total Expenditure’ denotes all expenditure out of the CFI, excluding repayment of debt.
* Includes Rs 27 crore as expenditure from Contingency Fund of India not recouped during the year.

® Includes Rs 27 crore as receipt in Contingency Fund of India recouped during the year.
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Box 1.2: Reporting Parameters

Fiscal aggregates like tax and non-tax revenues, revenue and capital expenditures, 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 has been used. Data up to 1997-98 are final estimates. For 1998-99 and
1999-00, provisional and quick estimates have been used respectively.

Trend growth rates (TGR) have been indicated for relevant variables. The TGR indicates
average annual percentage growth over a period. The present analysis has a reference period of
ten years from 1990-91 to 1999-00. The TGR is calculated by fitting a trend line over the
observations and estimating the slope of the trend line.

For tax revenues, 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 annual changes have also been indicated. This refers to percentage change of an
observation with reference to its value in the previous year.

Three-year averages are used wherever relevant for indicating compositional changes with a
view to ironing out random influences.

Finances of the Union Government: 1999-00

The 1999-00 profile of the Union government finances exhibits larger
fiscal imbalance relative to the budgetary targets.

1.6  Both revenue deficit and fiscal deficit were higher than what the
government had budgeted. Table 1.3 summarises the position of the finances
of the Union government in terms of revenue receipts, capital receipts, public
account receipts, and total disbursements. The imbalance on the revenue
accounts shows up in revenue deficit, which was Rs. 61642 crore as against
the budgeted figure of Rs. 49147 crore. The overall imbalance results in fiscal
deficit, which was Rs. 103749 crore as the against the budget provision of
Rs. 81220 crore. Fiscal deficit was also of a bad quality as 60 percent of it
went to meet only revenue deficit. Chapter 5 contains detailed comments on
alternative indicators of deficit.
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Table 1.3: Estnmates and Actuals of Recelpts and Disbursements 1999-0@

Rs in crore
| e;“;?iiiis Actuals Sp )

I Tetal Receipt of the Union Gevernment (7-!-8'-#9) . 1057242 1071414 14372

2 Revenue Receipts o . -2 279672 - 281553 1881 .
Tax revenue | : o ’ ) 159787 155230 (-)4557
Non-tax revenue 2 ‘ © 119885 126323 6438
3 Non-debt Capital Receipts 10000 1724 : (-)8'276
4  Total Revenue and non-Debt Capital receipts (2+3) (289672 283277 . (-)6395
5 Recovery of Loans and Advances ' : 13337 12551 (-)786
6 Receipt of Public Debt , 601649 560823  (-)40826
7 Total recelpts in the CFI (4+5+6) ' g ' 904658 85665 1 (-)48007
8 Contingency fund * _ 27 27
9 Pubhc Account Recelpt ’ Co 152584 ¢ 214736 62152
10 Tota! disbursement by the Union Government (16+17) 1057241 1072278 15037
11 Revenue Expenditure , 328819 " 343195 14376
12 Capital Expenditure ‘ 30665 29023 (-)1642
13 Loans and Advances : _ 24745 27359 2614
14 Total expenditure of the Union Government (Irl+12'+13) 384229 399577 15348
15 Repayment of Publif: Debt 360893 305088 (-)55805
16 Total disbursément out of the CFl:(l 4+15) 745122 704665 . (-)40457
17 Public Account 'Disbursernent : - 312119 367612 55493

18 Revenue Deficit (11-2) ' 49147 61642 12495 -
19- Fiscal Deficit {14-(4+5)} ' . 81220 103749 22529

Does not include Taxes on Income assxgned to States Rs. 16987 crore (BE) and Rs. 16523 crore (Actual)
under Article 270 of the Constitution. ‘

Includes grants- -in-aid and contributions
Rs 27 crore as receipt in the, CFI on account of recoupment of previous year expenditure
Differs due to roundmg

17

Taxes and non-debt cap1ta1 receipts including dlsmvestments under-

performed compared to the budget projections. On the expenditure s1de
revenue expendlture and to some extent loans and advances, mainly clalmed
-more than what the budget had provided. Consequently, revenue deficit was
25.42 percent hlgher than budgeted, and the fiscal deficit was higher by 27.74
percent.



The CAG's Report on
Union Government Accounts 1999-2000

Box 1.3: Managing Funds: Constitutional Provisions

Article 266(3) of the Constitution of India provides that “No moneys out of the CFI or the
Consolidated Fund of State shall be appropriated except in accordance with the law and
for the purposes and in the manner provided in the Constitution”. This provision read with
Articles 112 and 114, culminates in the Appropriation Act after the Demands for Grants of
a financial year are voted by the Lok Sabha, and the connected Appropriation Bill is
passed by the Parliament and assented to by the President of India. Also, Sections 2 and 3
of the Appropriation Act provide as under:

From out of the CFI, there may be paid and applied sums not exceeding those specified in
column 3 of the Schedule amounting in the aggregate towards defraying the several
charges which will come in course of payment during the financial year in respect of the
services specified in column 2 of the Schedule.

The sums authorized to be paid and applied from and out of the CFI by this Act shall be

appropriated for the services and purposes expressed in the Schedule in relation to the said
year’.

A Macro Economic Perspective: Some Broad Indicators
The tax base has remained focused on a narrow portion of the GDP.

1.8  The Indian economy is undergoing a structural transformation. The
services sector exhibited a trend growth rate (TGR) of 8.47 percent per annum
during 1993-94 to 1999-00 (Table 1.4). In contrast, agriculture and allied
services have grown only by 3.16 percent. The agricultural sector also shows a
high degree of fluctuation in the annual growth rates ranging from -1.92
percent in 1997-98 to 6.50 percent in 1998-99. The industrial sector achieved a
peak growth rate of 12.82 percent in 1995-96. More recently, for three years
running from 1996-97 to 1998-99, it showed deceleration of growth from 6.80
to 3.28 percent. There was a improvement in 1999-00. The services sector has
not only shown the highest trend growth rate but also less fluctuation in the
annual growth rates. As a result of differential growth rates between the three
sectors, the services sector now constitutes about 53 percent of the GDP. The
share of agricultural sector has declined by about 5 percent points to about
25 percent, while that of the industrial sector has remained static at about
22 percent.
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Table 1.4: GDP and its components <} Ao sl
// (at factor cost at 1993-94 prices) ’%' \N o yelrs Velue
’;,O 4 ,‘II‘],'J/_/. ,/\)
Rs in crore
% A o ) A bwf .
Agriculture change change change /| GDP % change @ ‘aad g
Year forestry & over Industry over Services over  atfactor over prev. be uailsb Lg -
fishery prev. prev. prev. cost year
year year year

1993-94 241967 164569 374809 781345

199495 254090 5.01 181605 10.35 400169 6.77 835864 6.98

1995-96 251892 -0.87 204891 12.82 440207 [10.01 896990 7.31

1996-97 276091 961 218830 6.80 469469  6.65 964390 7.51

1997-98 270791 -1.92 229563 4.90 512462 916 1012816 5.02

1998-99 288401 6.50 237087 3.28 557559 8480 1083047 6.93
TGR 3.16 7.09 8.47 6.66

Percent to the GDP
1993-94 30.97 21.06 47.97 100.00
1994-95 30.40 21.73 47.87 100.00
1995-96 28.08 22.84 49.08 100.00
1996-97 28.63 22.69 48.68 100.00
1997-98 26.74 22.67 50.60 100.00
1998-99 26.63 21.89 51.48 100.00
Notes: 1. Industry consists of mining and quarrying, manufacturing and electricity, gas and water supply.

2. Services consist of construction, trade/ hotels and restaurant, transport, storage and

communications, financing, insurance, real estate and business services, and community, social
and personal services.
3. Data for 1998-99 are provisional estimates and for 1999-00 quick estimates
Source: Data for 1993-94 to 1997-98 is taken from National Accounts Statistics 2000, CSO, July 2000
and data for 1998-99 and 1999-00 are taken from quick estimates of National Income
1999-00, press note, January 30, 2001.

1.9  The tax planning of the government should respond to the structural
changes in the Indian economy. The tax base remained focussed on a narrow
portion of the GDP. The industrial sector which constitutes the core of the tax
base of important central taxes like the corporation tax and the Union excise
duties accounted for only 21-22 percent of output throughout the nineties. The
services sector, its largest segment, shows the highest and the steadiest growth
rate and offers itself as a more buoyant and less volatile source of tax revenue.
Detailed comments on this aspect follow in Chapter 2.
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Relatively lower inflation during the last three to four years and
deceleration of GDP growth were coincident.

1.10 Table 1.5 contains a summary of the movements of the wholesale price
index as also the consumer price indices for industrial workers and for urban
non-manual employees over the period 1990-91 to 1999-00. There was little
inflationary pressure during the year 1999-00. The movement of the price
indices over the decade of the nineties, however, shows that, on a trend basis,
the wholesale price index rose by an average rate of a little over 6 percent per
annum. The consumer price indices rose by about 3 percentage points higher.
Inflation was more than two digits in three years in the early nineties as
indicated by percentage change in the wholesale price index over respective
previous years. Growth in aggregate demand, of which the government is an
important modulator, has been sluggish owing significantly to a fall in capital
expenditure of the government relative to the GDP. Relatively lower inflation
during the last three to four years and deceleration of GDP growth were
coincident.

Table 1.5: Price Indices

Index of Consumer price indices
Year :l,'ih;::::llf ;/;e:h;:egv‘. Industrial % change U::::;:::“- % change
commodities)  year workers  overprev. o1l Over prev.
e ————  yesr —SMPOYESS Ty car
Base 1993-94 Base 1982 Base 1984-85
1990-91 73.73 193 161
1991-92 83.86 13.74 219 13.47 183 13.66
1992-93 92.29 10.06 240 9.59 202 10.38
1993-94 100.0 8.35 258 7.50 216 6.93
1994-95 112.5 12.50 284 10.08 237 9.72
1995-96 121.6 8.09 313 10.21 259 9.28
1996-97 127.2 4.6] 342 9.27 283 9.27
1997-98 132.8 4.40 366 7.02 302 6.71
1998-99 140.7 5.95 414 13.11 337 11.59
IR R a7 e ST sy a5
TGR 6.09 9.06 8.65

Note: The index of wholesale prices for the period 1990-91to 1992-93 is derived by a
conversion factor using 1981-82 base series and the 1993-94 base series.
Source: RBI, Handbook of Statistics on Indian Economy, December 20007 4
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Saving and Investment

In 1998-99 and 1999-00, the public sector savings became negative.

1.11 Table 1.6 draws the profile of gross domestic savings and gross capital
formation over the years from 1993-94 to 1999-00 at current prices (based on
1993-94 series). The saving rate, having achieved a peak of 25.46 percent in
1995-96, fell to 21.99 percent in 1998-99. Correspondingly, the investment
rate, as measured by gross capital formation also fell from a peak of 26.50
percent in 1995-96 to a low of 21.16 percent in 1998-99. In 1996-97, gross
capital formation actually fell in absolute terms. A decomposition of the gross
domestic savings in to the household, private corporate and pubiic sector
savings, brings to the fore the dismal contribution of the public sector. In
1998-99 and 1999-00, the public sector savings turned negative.

Tablel.6: Gross Domestic Savings and Investment

Rs in crore; rates in percent

Gross <
savings
1993-94 193621 22.53 182619 21.25
1994-95 252080 30.19 24.96 237812 3022 2355
1995-96 300956 19.39 25.46 313217 3171 26.50
1996-97 317567 552 23.32 298069 -4.84 21.89
1997-98 374415 17.90 24.70 353999 18.76 23.36
1998-99 386732 3.29 21.99 372018 5.09 21.16
TGR 13.34 14.07
Gross Domestic Savings by Type of Institutions
V.
SR el S L B -
sector

1993-94 158310 18.42 29866 3.48 5445 0.63
1994-95 199972 19.80 35266 3.49 16842 1.67
1995-96 218378 18.48 58550 4.95 24028 2.03
1996-97 233508 17.15 61101 4.49 22958 1.69
1997-98 288550 19.04 64786 4.27 21079 1.39
1998-99 336469 19.14 64608 3.67 -14345 -0.82
TGR 15.36 15.14 NA

Note:  Data for 1998-99 are provisional estimates and for 1999-00, quick estimates

Source: Data for 1993-94 to 1997-98 is taken from National Accounts Statistics 2000, CSO, July 2000
and data for 1998-99 and 1999-00 are taken from quick estimates of National Income 1999-00,
press note, January 30, 2001
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Overview of Government Finances

The decline in tax revenues relative to the GDP has adversely affected the
fiscal position of both the centre and the states.

1.12  Tables 1.7 to 1.10 present an overview of the Union government
finances, in relation to revenue receipts, capital receipts, revenue expenditure
and disbursements including capital expenditure, loans and advances, and
repayment of public debt.

1.13  Tax revenues have grown at a TGR of 12.55 percent over the period
1990-91 to 1999-00. This is much lower than the TGR of the GDP at current
market prices, which was 15.05 percent per annum over the same period. As a
result the tax-GDP ratio has fallen from 9.4 percent in 1990-91 to 7.94 percent
in 1999-00. A part of this fall has depleted the resources of the states, which
they get by way of their share in the Union tax revenues. In particular, states’
share of Union excise duties have fallen from 1.83 percent of the GDP in
1990-91 to 1.38 percent in 1999-00. The decline in tax revenues of the Union
government relative to the GDP has, therefore, affected adversely the fiscal
position of both the centre and the states.

1.14 Non-tax revenues of the centre showed a TGR of 16.43 percent over
the ten year period from 1990-91 to 1999-00. Together, therefore, the total
revenue receipts of the centre were 13.01 percent of the GDP both in 1990-91
and 1999-00. If we compare, however, three-year averages at the beginning
and at the end of the decade, there is a fall in the revenue receipts of the centre
relative to the GDP of about half a percentage point.

10
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Table 1.7: Overview of Union Government Finances: Revenue Receipts

Rs in crore
Revenue
b Tax Sl::'elsin:::rc it Eedinkin Non-tax Total
Excise Duties Gevt

1990-91 53456 10414 43042 30947 73989
1991-92 62257 12093 50164 37573 87737
1992-93 68580 14465 54115 45641 99756
1993-94 67975 14473 53502 51627 105129
1994-95 83737 16283 67454 62932 130386
1995-96 99950 18011 81939 68621 150560
1996-97 115246 21545 93701 78472 172173
1997-98 125712 22446 103266 92587 195853
1998-99 129317 24665 104652 110572 215224
TGR 12.55 10.88 12.94 16.43 14.54

Percent to GDP
1990-91 9.40 1.83 757 5.44 13.01
1991-92 9.53 1.85 7.68 5.75 13.43
1992-93 9.18 1.94 7.24 6.11 13.35
1993-94 791 1.68 6.23 6.01 12.24
1994-95 8.29 1.61 6.68 6.23 12.91
1995-96 8.46 1.52 6.93 5.81 12.74
1996-97 8.46 1.58 6.88 5.76 12.64
1997-98 8.29 1.48 6.81 6.11 12.92
1998-99 7.35 1.40 5.95 6.29 12.24

2 AR T T e T R T RGeS TR
A: Avg(1990-93) 9.37 1.87 7.50 577 13.26
B: Avg(1997-00) 7.81 1.42 6.44 6.28 12.72
C: B-A -1.56 -0.45 -1.06 0.52 -0.54

1.15  Capital receipts come from recovery of loans and advances, receipts
from public debt and the Public Account. There are also some non-debt capital
receipts mainly in the form of disinvestments. The main increase is in the
receipts on account of public debt, which has increased from 18.58 percent of
the GDP to 28.66 percent albeit in gross terms, i.e. a straight increase of more
than 10 percentage points in ten years.

11
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Table 1.8: Overview of Union Government Finances: Capital Receipts - /
Rs in crore
Capital
ver Nl TG Penan Rttt
receipts e soadet
advances

1990-91 0 6769 6769 105652 186410 64191
1991-92 3038 7001 10039 90586 188362 66524
1992-93 1961 7678 9639 103379 212774 72827
1993-94 0 7611 7611 169637 282377 89753
1994-95 5607 9507 15114 157606 303106 107671
1995-96 1397 6999 8396 180965 339921 113006
1996-97 455 8690 9145 210042 391360 127327
1997-98 912 9596 10508 376665 583026 169620
1998-99 5874 13189 19063 395297 629584 159818

199900 174 12551 14275 60823 829693 214736
TGR NA 7.02 7.28 21.83 18.51 14.49
Percent to GDP
1990-91 0.00 1.19 1.19 18.58 32.77 11.29
1991-92 047 1.07 1.54 13.87 28.83 10.18
1992-93 0.26 1.03 1.29 13.83 28.47 9.74
1993-94 0.00 0.89 0.89 19.74 32.86 10.45
1994-95 0.56 0.94 1.50 15.61 30.01 10.66
1995-96 0.12 0.59 0.71 15.31 28.76 9.56
1996-97 0.03 0.64 0.67 15.42 28.74 9.35
1997-98 0.06 0.63 0.69 24.85 38.47 11.19
1998-99 0.33 0.75 1.08 22.48 35.81 9.09
A: Avg(1990-93) 0.24 1.10 1.34 15.42 30.03 10.40
B: Avg(1997-00) 0.16 0.67 0.84 25.33 38.89 10.42
C:B-A -0.08 -0.42 -0.50 9.91 8.86 0.01

* Receipts in the CFI is the sum of Revenue Receipts (Table 1.7) Capital Receipts and Public Debt
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Revenue expenditures in general services excluding interest payment and
social and economic services have fallen, while interest payments continue
to grow relative to the GDP

Table 1.9: Overview of Union Government Finances: Revenue Expenditure

Rs in crore
Revenue expenditure \/
States share of Interest payments
o Total Union Excise r:::);e;:::: included iz lyzevenue
Duties Expenditure
1990-91. 102964 10414 92550 21498
1991-92 116091 12093 103998 26596
1992-93 132794 14465 118329 31075
1993-94 152317 14473 137844 36741
1994-95 177699 16283 161416 44060
1995-96 198302 18011 180291 50045
1996-97 226372 21545 204827 59478
1997-98 277732 22446 255286 65637
1998-99 300456 24665 275791 77882
TGR 14.60 10.88 14.98 17.19

Percent to GDP
1990-91 18.10 1.83 16.27 3.78
1991-92 17.77 1.85 15.92 4.07
1992-93 ) 1.94 15.83 4.16
1993-94 17.73 1.68 16.04 4.28
1994-95 17.60 1.61 15.98 4.36
1995-96 16.78 152 15.25 4.23
1996-97 16.62 1.58 15.04 4.37
1997-98 18.32 1.48 16.84 433
1998-99 17.09 1.40 15.69 443

L Aope B R TR T e S R

A: Avg(1990-93) 17.88 1.87 16.01 4.00
B: Avg(1997-00) 17.65 1.42 16.23 4.53
C: B-A -0.23 -0.45 0.22 0.53

1.16 The net revenue expenditures of the government marginally fell from
16.27 percent of the GDP in 1990-91 to 16.16 percent in 1999-00. This fall is
due to a decline in expenditure on general, social and economic services, as
the interest payments rose sharply from 3.78 percent of the GDP in 1990-91 to
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4.83 percent in 1999-00. Chapter 3 contains further analysis of the sectoral
adjustments in revenue expenditure.

Table 1.10: Overview of Union Government Finances: ~/
Capital Expenditure, Loans and Advances and Repayment
Rs in crore
Year Capi!al Loans & Tut:{l R:t? ;ﬂ::?:t Disbursement Public

expenditure advances Expenditure Debt out of CFI  Account
1990-91 13387 20708 126645 81661 208306 41871
1991-92 13911 18703 136612 66418 203030 51824
1992-93 20586 17619 156534 71710 228244 57895
1993-94 24650 21874 184368 117951 302319 68740
1994-95 19266 23898 204580 133271 337851 71157
1995-96 17544 24810 222645 139246 361891 89381
1996-97 15704 29035 249566 170448 420014 99134
1997-98 20225 35471 310982 331050 642032 109704

1998-99 25200 46594 347585 322679 670264 118876
: 2009 3 ¥ &na £ v T r

TGR 5.98 8.38 13.35 21.20 16.50 19.86
Percent to GDP
1990-91 2.35 3.64 22.27 14.36 36.62 7.36
1991-92 2 2.86 20.91 10.17 31.08 7.93
1992-93 2.75 2.36 20.94 9.59 30.54 1.75
1993-94 2.87 2.55 21.46 13.73 35.19 8.00
1994-95 1.91 2.37 20.26 13.20 3345 7.05
1995-96 1.48 2.10 18.84 11.78 30.62 7.56
1996-97 1.15 2.13 18.32 12.51 30.84 7.28
1997-98 1.33 2.34 20.52 21.84 42.36 7.24

1998-99 1.43 2.65 19.77 18.35 38.12 6.76

A: Avg

(1990-93) 241 295 21.37 L i 32.75 7.68
B: Avg

(1997-00) 1.42 2.13 19.78 18.59 38.37 10.93
C: B-A -1.00 -0.82 -1.60 7.22 5.62 3.25

Capital expenditures continue to fall.

1.17 One fallout of the resource depletion was a steady decline in
government capital expenditure as also in loans and advances. Capital
expenditures fell from 2.35 percent in 1990-91 to 1.48 percent of the GDP in
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1999-00. Loans and advances fell from 3.64 percent to 1.40 percent of the
GDP during the same period. This is discussed further in Chapter 3.

Deficit and Debt
The fall in fiscal deficit in 1999-00 was due largely to the securitisation of
small savings and not due to any improvement in the fiscal scenario.

1.18 Table 1.11 presents the profile of deficits, which are critical parameters
in the fiscal profile of the Union government.

Table 1.11: Union Government Finances: Deficits

; F, Rs in crore

. /7 Deficits 7 Vi
o Revenue Fiscal Primary Monétised

1990-9] 18561 45887 24389 14746
1991-92 16261 38836 12239 5508
1992-93 18574 47140 16065 4257
1993-94 32715 71677 34935 260
1994-95 31029 62079 18019 2130
1995-96 29731 63689 13644 19855
1996-97 32654 68242 8764 1934
1997-98 59433 104621 38984 12914
1998-99 60567 113298 35416 11800

RSO - T DN IR L. L | ke .

TGR 16.91 12.00 -0.83

Percent to GDP
1990-91 3.26 8.07 4.29 2.59
1991-92 2.49 5.94 1.87 0.84
1992-93 2.49 6.31 2.15 0.57
1993-94 3.81 8.34 4.07 0.03
1994-95 3.07 6.15 1.78 0.21
1995-96 2.52 5.39 1.15 1.68
1996-97 2.40 5.01 0.64 0.14
1997-98 3.92 6.90 2.57 0.85
1998-99 3.44 6.44 2.01 0.67
A: Avg (1990-93) 2.75 6.77 2.77 1.34
B: Avg (1997-00) 3.51 6.22 1.68 0.41
C: B-A 0.76 -0.56 -1.09 -0.92

1.19 Revenue deficit, the difference between revenue expenditure and
revenue receipt, has been as high as 3.81 percent of the GDP in 1993-94 and
3.92 percent in 1997-98. It came come down, however, to 3.15 percent of the
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GDP in 1999-00. Fiscal deficit is the excess of total expenditure including
loans net of repayments over non-debt receipts. It was as high as 8.07 percent
in 1990-91 and 8.34 percent in 1993-94 as a percent of the GDP. It was close
to 7 percent in 1997-98. It came down to 5.30 in 1999-00. This sharp fall
between 1998-99 and 1999-00 was, however, the result of transferring
borrowings based on small savings to the Public Account, and therefore does
not indicate any improvement in the basic trends causing the imbalance.
Chapter 5 contains further details.

1.20 Primary deficit represents fiscal deficit net of interest payment. In
other words, it represents the balance in the finances due to current decisions
about expenditure and performance about revenues. In primary deficit, there
“has been some noticeable improvement. In 1990-91, primary deficit was 4.29
percent of the GDP. It came down to as low as 0.64 percent in 1996-97,
although it again increased in the next two years to above 2 percent of GDP.
Thereafter, it declined to 0.47 percent in 1999-00. This improvement should
again be read in the context of the lower fiscal deficit arising from accounting
shift of some part of borrowing to the public account.

1.21 Monetised deficit represents government’s net borrowing from the
Reserve Bank of India. It, therefore, feeds into the expansion of money supply
through increases in reserve money, which constitutes the monetary base.
There has been greater control on monetised deficit during the nineties as part
of the overall fiscal reforms policy. In nominal terms monetised deficits fell
from Rs. 14746 crore in 1990-91 to as low as Rs. 260 crore in 1993-94. It rose
sharply to a level of Rs. 19855 crore in 1995-96. In 1999-00, a surplus is
indicated at the level of Rs. 5587 crore. According to the RBI’s annual report
1999-00, it was the first time since 1977-78, when the central government
account with the RBI showed a surplus. We have further comments on the
situation of deficit in Chapter 5.

The outstanding debt levels are uncomfortably high, and need to be
brought down further to reduce the growing interest burden.

1.22 Table 1.12 presents outstanding debt of the Union government both at
historical exchange rates and at current exchange rates. Evaluating external
debt at historical rates, the outstanding debt as on 31 March 1991 was 55.30
percent of the GDP. At the end of March 2000, this ratio fell to 50.71 percent.
An improvement is also visible when external debt is evaluated at the current

16
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exchange rate. The difference between the two, however, is about 7 percentage
points of the GDP presently. At the beginning of 1999-00, outstanding debt,
with external debt evaluated at current exchange rate, was 57.23 percent. The
outstanding debt levels are, however, still uncomfortably high, and need to be
brought down further to arrest and reduce the growing interest burden on the
government. Chapter 6 has further comments on the government's debt and
liabilities.
Table 1.12: Outstanding Debt: 1990-91 to 1999-00

Rs in crore
**Total liability of Unio| :

Year Govern r?:ent ' Rerorst o GOF *de(;th-gll%; lll':ltio

Cuorrent Hate Historical Ciiirent iste Historical (% points)
Rate Rate

1990-91 -- 314558 - 55.3 =
1991-92 427322 354662 65.41 54.29 -1.01
1992-93 480467 401923 64.29 53.78 -0.51
1993-94 558421 477968 64.99 55.63 1.85
1994-95 630071 538610 62.39 53.33 -2.30
1995-96 703567 606233 59.53 51.29 -2.04
1996-97 770512 675675 56.57 49.61 -1.68
1997-98 884404 778294 58.35 51.35 1.74

1998-99 1012486 57.58

891806 50.72 -0.63

Avg

TGR 12.77 13.75 Vi e B -0.08

* Historical rate Avg 0.15
** Closing balance as on 31 March. (1996-97 to 1999-00): d
Gross and Net Receipts: Pressure on Interest Rates D%

Government has been getting less and less resources, for current
application for the services, and is borrowing at progressively higher
interest costs.

1.23  The deteriorating trends in the Union government finances are partly
due to a self-sustaining adverse cycle linking higher fiscal deficit to higher
cost of borrowing. This is due to the government’s compulsion to go for large
borrowing to service its bulging debt repayment obligations. Since the
government has to lift this large amount of money from the system, it has to
bear a high cost. Consequently, there is steady depletion of net receipts to
government relative to gross receipts. Table 1.13 brings out this fact in
numerical focus. The ratio of net receipts to gross receipts has fallen from
53.41 percent in 1990-91 to 38.17 percent in 1999-00. Thus, there is a
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continuous depletion in the government’s resources, for current application for
the services that it provides.

Table 1.13: Resources: Gross and Net

Rs in crore
Total
Total - Repayment/
Year  Gross Receipts Repayment/  Net Receipts Discharges
Payment
Discharges Plus Interest
Payment
1990-91 265134 123532 141602 21498 145030
1991-92 272083 118243 153840 26596 144839
1992-93 306125 129605 176520 31075 160680
1993-94 394322 186691 207631 36741 223432
1994-95 432620 204428 228192 44060 248488
1995-96 482212 228627 253585 50045 278672
1996-97 553754 269582 284172 59478 329060
1997-98 788600 440754 347846 65637 506391
1998-99 828547 441555 386992 77882 519437
TGR 17.32 21.26 13.28 17.19 20.63
Percent

Repayment/ Repayment/

Net Receipts/ Discharges Plus  Discharges Gose Net Receipts/

vear Rfcreoi:ts I’ay:::::legross H::;::::-:Is t s S cor
Receipts GDP
1990-91 53.41 54.70 25.50 46.62 24.90
1991-92 56.54 53.23 22.17 41.65 23.55
1992-93 57.66 52.49 21.50 40.96 23.62
1993-94 52.66 56.66 26.00 45.89 24.17
1994-95 52.75 57.44 24.61 42.84 22.60
1995-96 52.59 57.79 23.58 40.80 21.45
1996-97 51.32 59.42 24.16 40.66 20.87
1997-98 44.11 64.21 33.41 52.03 22,95
1998-99 46.71 62.69 29.54 47.12 22.01

Note: Net receipts refers to gross receipts minus repayment/discharges
* Excludes Rs 27 crore towards recoupment of contingency fund expenditure for 1998-99

1.24 The interest rate has gone up from 8.02 percent per annum in 1990-91
to 10.61 percent in 1999-00 where external debt is taken at historical rates. We
have taken the effective interest rate as the ratio of interest payment during the
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year to outstanding debt ezlh_e/bggmning of . the financial year. Table 1.14
presents the position of the effective interest rate with the external debt taken
at historical rates and at current exchange rates. There is an increase in the

effective rate of interest both in the context of external debt being reckoned at
: h1stornca1 as also the current exchange rates along with the other liabilities.

Table 1.14: Effective Interest Rate on Government Borrowing

Rs in crore
Vear e oerest  SUOCEope o STEEE
ason 1 April rate) payment imterest (1) (at current rate) interest (2)
1990° - 268193 21498 8.02:'
1991 ' 314558 26596 - 8.46
1992 354662 31075 8.76 427322 7.27
1993 401923 3674l 9.14 480467 7.65
1994 477968 44060 -9.22 ‘558421 7.89
1995 538610 50045 ‘ 9.29 630071 . 194
1996 606233 - 59478 9.81 703567 845
1997 675675 65637 . 971 770513 _ g 8.52
1998 778294 77882 10.01 884404 8.81 .
1999 891806 194593 10.61 1012486 9.34 .~
Note: (1). With reference to outstanding debt where external debt is evaluated at historical
exchange rates. . . o
" (2) With reference to outstanding where extemal debt is evaluated at current exchange
rates.

1.25 This overview highlights - some. of the major tlrends in the revenue -

receipts, capital receipts, repayment of debt and expendltulres A critical
reason for the persistent deterioratiom is the seﬂﬁ‘=§uﬂsmmmg adverse cycle
between imterest payments and fiscal deficit. The ensuing chapters contain
K amna]lyses of -the structural reasefms for the continued deterioration im the
profile of Uniomn gevemmem fimances, as evinced from the Fimance amldl
Appmprnaftneml Accounts of frHae Union governiment.
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Chapter 2
RESOURCES: TRENDS AND COMPOSITION

Resources of the Union Government: 1999-00

2.1  Resources of the Union government consist of revenue receipts and
capital receipts. Table 2.1 presents a summary of total receipts of the Union
government, which amounted to Rs. 1087937 crore for the year 1999-00.
Union government’s own receipts were Rs. 312351 crore, constituting only
28.71 percent of the total receipts. The remaining 71.29 percent receipts came
through borrowings.

TABLE 2.1: RESOURCES OF THE UNION GOVERNMENT

Rs in crore
I. Revenue Receipts (Gross) 298076
II. Capital Receipts 789834

a. Miscellaneous Receipts 1724

b. Recovery of Loans and Advances 12551

c. Debt Receipts 560823

III. Public Account Receipts 214736
IV. Contingency Fund 27

(Recoupment of Previous Year’s Expenditure)

Total Receipts 1087937

Note: Revenue receipts include Rs. 16523 crore, share of net proceeds of income tax directly
assigned to the states, and not reflected in the Union Government’s Finance Accounts.

Revenue Receipts: Movement of Major Aggregates

Revenue receipts have fallen on three-year average basis during the
beginning and end of the foregoing decade of reforms, owing largely to
the erosion of the tax-GDP ratio.

2.2 Revenue receipts come from both tax non-tax sources. Capital receipts
comprise debt receipts from internal and external sources as well as receipts
from the public accounts. Tax revenue comprises proceeds of taxes and duties
levied by the Union government, viz., taxes on income and expenditure,
customs, Union excise duties, etc. Non-tax revenues come from interest
receipts, dividends and profits, receipt from miscellaneous general services,
broadcasting, petroleum, power, railways, post and telecommunications, and
receipts from grants-in-aid and contributions.
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Chart 2.1: Union Government Finances: Receipts
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Chart 2.1: shows how the different components of gross receipts have moved
during the nineties. It shows an increasing dependence of the government on
borrowing. The share of tax revenue shows a fall, whereas the share of non-tax
revenue in GDP rises. Receipts from Public Account witnessed a rise recently.

2.3 Gross revenue receipts of the Union government were 15.23 percent of
the GDP in 1999-00. The TGR of gross revenue receipts of the Union
government was 14.27 percent per annum over the nineties (Table 2.2).
Growth in 1999-00 over the previous year was 17.18 percent, i.e. above the
TGR. As percentage of the GDP, however, revenue receipts fell by 0.91
percentage points if one compares the three-year average for 1997-00 with the
corresponding figure for 1990-93.
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Table 2.2: Revenue Receipts: Gross and Net

Rs in crore
Tax Tax Revenue  Revenue
Year Revenues sg::::f Revenues ::J:::; Receipts  Receipts
(Gross) (Net) (Net) (Gross)
1990-91 57575 14533 43042 30947 73989 88522
1991-92 67361 17197 50164 37573 87737 104934
1992-93 74639 20524 54115 45641 99756 120280
1993-94 75742 22240 53502 51627 105129 127369
1994-95 92297 24843 67454 62932 130386 155229
1995-96 111224 29285 81939 68621 150560 179845
1996-97 128762 35061 93701 78472 172173 207234
1997-98 139220 35954 103266 92587 195853 231807
1998-99 143797 39145 104652 110572 215224 254369
TGR 12.91 12.86 12.94 16.43 14.54 14.27
Percent to GDP
1990-91 10.12 2.56 7.57 5.44 13.01 15.56
1991-92 10.31 2.63 7.68 5.75 13.43 16.06
1992-93 9.99 2.75 7.24 6.11 13.35 16.09
1993-94 8.82 2.59 6.23 6.01 12.24 14.82
1994-95 9.14 2.46 6.68 6.23 12.91 15.37
1995-96 941 2.48 6.93 5.81 12.74 15.22
1996-97 9.45 257 6.88 5.76 12.64 15.22
1997-98 9.19 2.37 6.81 6.11 12.92 15.29
1998-99 8.18 2.23 5.95 6.29 12.24 14.47
A Avg
(1990-93) 10.14 2.64 7.50 5.77 13.26 15.91
B: Avg
(1997-00) 8.71 227 6.44 6.28 12.72 15.00
C: B-A -1.43 -0.37 -1.06 0.52 -0.54 -0.91

2.4 Gross tax revenues of the Union government, fell from a level of 10.12
percent of GDP in 1990-91 to 8.78 percent in 1999-00. On a three year
average basis, the tax to GDP ratio fell by 1.43 percentage points between the
beginning and the end of the decade of reforms.

2.5  Tax revenues of the Union government net of the share of states rose a
little from 5.95 percent of the GDP in 1998-99 to 6.55 percent in 1999-00. But
in a longer perspective, net tax revenues fell down by 1.06 percentage points,
when one compares three-year averages at the beginning and the end of the
decade of nineties. This fall in the tax-GDP ratio, concurrent with the fiscal
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reforms of this period, has been one of the most critical developments during
the nineties. In 1991-92, i.e. at the beginning of economic reforms, Union tax
revenues as percentage of the GDP were 10.31 percent. This was the highest
level in the nineties. Union tax revenues fell to their lowest level in 1998-99 to
8.18 percent of the GDP. Although, a marginal increase is visible in 1999-00,
the overall trend indicates persistence of growing fiscal weakness. The
following section further examines the phenomenon of the fall in tax revenues
relative to the GDP.

2.6  There has been a marginal increase in non-tax revenues relative to the
GDP from a level of 5.44 percent in 1990-91 to 6.45 percent in 1999-00. This
has helped in only partially offsetting the fall in the tax revenues. As a result,
total revenue receipts generally show stagnation. In the decade long
perspective, there is a marginal fall if one compares the beginning of the
nineties with the end of the nineties in terms of three-year averages.

Tax Revenue: Direct and Indirect

The erosion of the tax-GDP ratio is largely owing to the fall in indirect
taxes relative to the GDP.

2.7  Table 2.3 depicts the growth of direct and indirect tax revenues over
the last ten years in absolute amounts as well as percentage to the GDP. The
figures of direct tax revenues include the share of net proceeds of taxes on
income other than corporation tax assigned to the states, which are not
accounted for in the Finance Accounts. The table shows clearly that indirect
tax revenues as a percentage of the GDP steadily fell throughout the nineties.
In 1990-91, indirect taxes amounted to 8.18 percent of GDP. In 1999-00, these
have shrunk to 5.81 percent of the GDP, i.e. a fall of 2.37 percentage points.

There is too much volatility in the growth rates of tax revenues. A steadier
growth rate based on better tax administration and compliance would
augur better for present circumstances of the Indian economy.

2.8 The annual percentage changes in both direct and indirect taxes
indicate considerable volatility. Ad-hoc schemes like the Kar Vivad Samadhan
and the Voluntary disclosure of income scheme (VDIS) also account for
extreme spurts in one year and fall in the subsequent years. A steadier growth
of tax revenues based on sustained improvement in tax administration and
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compliance would, however, augur better for the present circumstances of the

Indian economy. Rk
Table 2.3: Direct and Indirect Taxes

Rs in crore

% growth  Direct % growth Indirect % growth
- Direct over taxes as  Indirect over taxes as Total over

taxes  previous % to taxes  previous % to taxes previous
year GDP _year GDP year
1990-91 11029 1.94 46546 8.18 57575

1991-92 15352 39.20 2.35 52009 11.74 7.96 67361 17.00
1992-93 18142 18.17 243 56497 8.63 7.56 74639 10.80
1993-94 20298 11.88 2.36 55444 -1.86 6.45 75742 1.48
1994-95 26971 32.88 2,67 65326 17.82 6.47 92297 21.86
1995-96 33564 24.44 2.84 77660 18.88 6.57 111224 20.51
1996-97 38895 15.88 2.86 89867 15.72 6.60 128762 15.77
1997-98 48280 24.13 3.19 90940 1.19 6.00 139220 8.12
1998-99 46600 -348 2.65 97197 6.88 5.53 143797 3.29

2.9  Direct taxes as percentage of GDP increased from 1.94 percent in
1990-91 to about 3 percent in 1999-00, thereby providing an increase of about
| percentage point. The ratio continued to increase up to 1997-98 after which
it marginally declined. Since the increase in direct taxes could not fully offset
the fall in indirect taxes, aggregate tax revenues fell by 1.34 percentage points
from 10.12 percent in 1990-91 to 8.78 percent in 1999-00.

2.10 As percentage of total tax revenue, direct taxes went up from 30.18
percent in 1995-96 to 33.75 percent in 1999-2000. Concomitantly, the share
of indirect taxes declined from 69.82 percent to 66.25 percent during the same
period. As a result of the differential growth rates of direct and indirect taxes,
the share of indirect taxes in total revenue receipts fell by 14.40 percentage
points. The indirect taxes accounted for nearly half of the revenue receipts in
the early nineties. In 1999-00, the indirect taxes accounted for only about 38
percent of the revenue receipts. While the shift of focus away from indirect
taxes in the overall scheme of revenue collection towards direct taxes may be
in tune with the long term fiscal policy, one needs to be concerned about the
fall in the overall tax-GDP ratio driven by the undue decline in Union Excise
duties, as discussed below and as seen from Table 2.4.
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Major Taxes: Relative Performance

There is a worrisome downslide in the indirect tax revenues, especially the
Union excise duties, as a percent to the GDP. There is enough potential
for widening the direct taxes revenue base. The service sector potential
for tax revenue remains largely untapped.

2.11 The relative importance of different taxes in the overall tax profile has
changed significantly during the nineties. The corporation tax as percentage to
the GDP has shown the maximum increase with personal income tax being the
next in order. Union excise duties and customs both fell relative to the GDP,
the fall in the Union excise duties and customs duties being roughly of the
same order of magnitude, i.e. about 1.15 percentage points.

2.12  The revenues from custom duties have fallen even while the imports
have increased at 19.86 percent per annum on trend basis during the nineties.
The fall in the customs revenues may have explanations in the external
liberalisation, i.e. in the attempts to make exports competitive and making way
for easier imports, and in WTO considerations.

2.13  The fall in revenues from the Union excise duties relative to the GDP
is more worrying and needs closer examination. The CAG’s Report no 11 of
2000 on the Union Government (Indirect Taxes — Central Excise and Service
Tax) mentions that while the Central Excise receipts had grown by 2.83 times
during the period 1988-89 to 1998-99, the increase in MODVAT availed
during this period was 9.32 times. The Report attributed the increase in
MODVAT credit partly to the expansion of the scheme to cover most of the
excisable goods including capital goods, and partly to possible misuse of
MODVAT credit facility. The Report also points to the inadequate coverage in
taxation of the services sector, especially in the context of the growing share
of this sector in the GDP.
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Rs in crore

Table 2.4: Components of Tax Revenues

Year Corporation 'l:axes Oh .stoms Union excise Sarvics fax Other
tax income duties taxes
1990-91 5335 5335 20644 24514 1747
1991-92 7853 6731 22257 28110 2410
1992-93 8899 7898 23776 30832 3234
1993-94 10060 - 9123 22193 31697 2669
1994-95 13822 12029 26789 37347 407 1903
1995-96 16487 15592 35757 40187 861 2340
1996-97 18567 18234 42851 45008 1059 3043
1997-98 20016 17101 40193 47962 1586 12362
1998-99 24529 20240 40668 53246 1957 3157
199900 30692 25655 48420 61902 2128 2955
TGR 19.79 18.52 10.70 10.28 37.47 8.81
Percent to GDP
1990-91 0.94 0.94 3.63 431 0.00 0.31
1991-92 1.20 1.03 341 4.30 0.00 0.37
1992-93 1.19 1.06 318 413 0.00 0.43
1993-94 1.7 1.06 2.58 3.69 0.00 0.31
1994-95 1.37 1.19 2.65 3.70 0.04 0.19
1995-96 1.39 1.32 3.03 3.40 0.07 0.20
1996-97 1.36 1.34 3.15 330 0.08 0.22
1997-98 1.32 1.13 2.65 3.16 0.10 0.82
1998-99 1.40 1.15 231 3.03 0.11 0.18
A: Avg.
(1990-93) 1.11 1.01 341 425 0.00 0.37
B: Avg.
(1997-00) 1.43 1.20 248 312 0.11 0.38
C: B-A 0.32 0.19 -0.93 -1.13 0.11 0.01

"TGR from 1994-95 to 1999-00.
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The low buoyancy of the Union excise duties is an area of concern

Box 2.1: Buoyancy of Major Union Taxes in the Nineties

The buoyancy coefficient indicates the percentage increase in tax revenue following a one SR
percent increase in the GDP. A buoyancy of more than one is considered desirable. If
buoyancy is more than one, it would lead to an increase in the tax-GDP ratio. A buoyancy
of less than one indicates that the concerned tax may effectively be regressive because as
incomes increase, a lower part of that increase gets taxed. The buoyancies of four major
Union taxes estimated over the period 1990-91 to 1999-00 using the new 1993-94 base
GDP series were as follows.

Buoyancy
Corporation tax 1.289
Taxes on income 1.217
Customs 0.729
Union excise duties 0.697

Corporation tax and income tax have shown acceptable buoyancies over the nineties.
Customs duties and Union excise duties have buoyancies below one. The most worrisome
is the buoyancy of Union excise duties, which is even lower than that of customs duties.

2.14  The Table 2.5 below shows the growth profile of different components
of the GDP in services. This indicates that public administration, defence and
railways, which constitute the major part of public sector services, have over
the years contributed more or less only 7 percent of the GDP. The growth in
the services sector is, therefore, driven by other, non-public sector,
components of services. The CAG’s Report no. 11 of 2000 on the Union
Government (Indirect Taxes — Central Excise and Service Tax) points to
inadequate coverage in taxation of the services sector, especially in the context
of its growing share in the GDP.
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Table 2.5: GDP in Services at Factor Cost at Current Prices: Share of Different Components
)

Ry in crore

Trade, Transport, Financing, Community, of which

Construc- ofwhich  insurance, social & Public Total
Ao tion rel;ﬂf:af:u “:;:::& Railways real estate & personal  Admn and  services
4 business. services defence
! 2 3 4 5 6 7 8 9
1993-94 40593 99369 51131 9648 90084 93632 43636 374809
1994-95 46327 118098 60974 11203 103426 106462 48639 435287
1995-96 55219 144078 70542 12580 125352 126329 57251 521520
1996-97 63315 171045 83330 13256 138041 146752 65146 602483
1997-98 78447 190465 97704 14447 157556 176140 79886 700312
1999-00 105418 246967 122590 15559 215078 251890 116340 941943
As % of GDP at factor cost at current prices

1993-94 5.20 12.72 6.54 1.23 11:53 11.98 5.58 4797
1994-95 5.07 12.92 6.67 1.23 11.31 11.65 5.32 47.61
1995-96 5.17 13.50 6.61 1.18 11.75 11.84 5.36 4R.87
1996-97 512 13.82 6.73 1.07 11.16 11.86 5.27 48.69
1997-98 5.67 13.76 7.06 1.04 11.38 12.72 577 50.58
1999-00 5.90 13.82 6.86 0.87 12.04 14.10 6.51 52.73

Source: National Accouts Statistics 2000, CSO, July.
Note: Share of services in GDP at factor cost at current prices differs for corresponding share in GDP at factor cost at
1993-94 prices given in Table 1.3.

2.15 Tax reforms, as part of overall fiscal reforms during the nineties,
brought about rationalisation and reduction of rates in major taxes. There was
expectation that the rationalisation and reduction would lead to better
compliance and to the expansion of tax bases, through improved tax
administration and better incentives. While the expectations have materialised
to some limited extent for the direct taxes, those have belied themselves in the
indirect taxes. Actual revenues fell short of the budgeted amounts in the case
of union excise duties as well as customs duties, especially after 1995-96, as
discussed further in Chapter 8. The buoyancy of the Union excise duties
estimated over the period 1990-91 to 1999-00 is shown to be considerably less
than one. (Box 2.1). The buoyancies of the two direct taxes are reasonably
above one, showing acceptable responsiveness to growth. The low buoyancy
of the Union excise duties is the main area of concern. Three areas need
exploration for restoring the tax-GDP ratio to the peak achieved in the eighties
and then to take it beyond: (i) potential of the direct tax revenues with regard
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to the growth in the number of potential tax payers and assesses; (ii) the
misuse of MODVAT credit; and, (iii) the revenue potential of the services
sector.

Table 2.6: Growth Rates of Tax Revenues

Percent Per Annum

Year Corpt::atlon ,E:::'m':n Customs Uni::ﬂe:sclse Se:;v:ce Other taxes
1991-92 47.20 26.17 7.81 14.67 37.95
1992-93 13.32 17.34 6.82 9.68 34.19
1993-94 13.05 15.51 -6.66 2.81 -17.47
1994-95 37.40 31.85 20.71 17.83 -28.70
1995-96 19.28 29.62 33.48 7.60 111.55 22.96
1996-97 12.62 16.94 19.84 12.00 23.00 30.04
1997-98 7.80 -6.21 -6.20 6.56 49.76 306.24
1998-99 22.55 18.36 1.18 11.02 23.39 -74.46
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2.16 The annual growth rates of individual taxes also indicate considerable
variations. The trend growth rate of service tax is the highest at 37.47 percent
(Table 2.4) over 1995-96 to 1999-00. Corporation tax and income tax have
shown a growth rate of a little less than 20 percent, whereas customs and
Union excise duties have a trend growth rate of about 10 percent.

Cost of Collection: Increase in Indirect Tax Costs

Rationalisation of tax rates, reduction in the number of rate categories,
and reduction in classification disputes, resulting from the tax reforms
should lead to a lowering of collection costs.

2.17 Table 2.7 gives the cost of collection of different taxes for the period
1990-91 to 1999-00. The maximum cost is that of income tax where it costs
nearly 3 paise to collect a rupee. In the case of Union excise and custom
duties, the cost of collection has gone up from 0.51 to 0.89 paise, and 0.81 to
0.99 paise, respectively. The fall in revenues of the Union excise and customs
duties, accompanied by increase in establishment costs of the revenue
collection machinery towards the close of the decade, has led to the increase in
the cost of collection of these two taxes. Rationalisation of tax rates, reduction
in the number of rate categories, and reduction in classification disputes,
resulting from the tax reforms should lead to a lowering of collection costs.
The government needs to review the structure of costs of collecting Union
excise and custom duties.

Table 2.7: Cost of Collection: Aggregate and Per Rupee of Tax Collected

) Total Cost (Rs in crore) Cost (Paise) Per Rupee of Tax
Year  Corporation Income Customs Unif) " Corporation Income Customs Uni.o "
tax tax duty vaea. tax tax duty i
duty duty
1990-91 28 208 168 126 0.52 3.87 0.81 0.51
1991-92 31 232 189 159 0.39 3.45 0.85 0.57
1992-93 35 274 149 197 0.39 347 0.63 0.64
1993-94 40 305 155 224 0.40 334 0.70 0.71
1994-95 47 331 244 254 0.34 2.75 0.91 0.68
1995-96 53 398 280 292 0.32 255 0.78 0.73
1996-97 60 452 336 335 0.32 248 0.78 0.74
1997-98 88 646 431 456 0.44 3.78 1.07 0.95
1998-99 98 754 466 508 0.40 3.73 115 0.95

8
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Non-Tax Revenues: Near Stagnation and Compositional Shift

2.18 Table 2.2 indicates that there was only a marginal increase related to
the GDP over the nineties. Table 2.8 depicts the growth of non-tax revenues
during the nineties. In absolute terms, the non-tax revenues increased from
Rs. 110572 crore in 1998-99 to Rs. 126323 crore in 1999-2000 which
constituted an increase of 14.24 percent over the previous year. Major
components of non-tax revenue, which registered an increase over the
previous year, were railway lines (Rs 3322 crore) interest receipts (Rs. 8163
crore), dividends and profit (Rs. 142 crore), miscellaneous general services
(Rs. 374 crore), telecommunications service (Rs. 513 crore) and grants-in-aid
(Rs. 121 crore).

Table 2.8: Growth of non-tax revenues

Rs in crore
" Interest Dividends 1% Tele- Railway lines
ear v general Power
receipts & profits Seloes communication commercial

1990-91 7580 1932 940 245 3405 12065
1991-92 10933 1058 1105 223 3875 13696
1992-93 12521 2493 1352 163 4758 15649
1993-94 15078 2451 1702 542 6095 17900
1994-95 15806 8304 1929 581 7799 20038
1995-96 18429 5306 2147 604 9761 22374
1996-97 22119 6293 2339 665 12266 24255
1997-98 25343 7944 2848 1058 14587 28518

1998-99 30076 9411 3210 2087 17744 29521

TGR 17.41 25.79 15.86 30.79 22.65 11.80

Year Postal Petroleum Police Grant.s in-.aid Others Total
contribution

1990-91 841 509 163 586 2681 30947
1991-92 948 1605 191 947 2992 37573
1992-93 1074 1407 574 919 4731 45641
1993-94 1105 802 354 993 4605 51627
1994-95 1170 1217 421 1038 4629 62932
1995-96 1150 1263 368 1138 6081 68621
1996-97 1215 1298 439 1190 6393 78472
1997-98 1566 1444 542 1018 7719 92587
1998-99 1723 8470 640 987 6703 110572

TGR 9.00 26.04 14.51 4.44 13.65 16.43
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2.19 Interest receipts and dividends & profits over the nineties indicate
growth at 29.46 and 25.79 percent per annum. The TGR in the case of receipts
from power is even higher at 30.79 percent, although receipts from power in
1990-00 fell down in absolute terms as compared to the previous year. The
petroleum sector also shows a relatively high TGR at 26.04 percent per
annum.

2.20 The composition of non-tax revenues (Table 2.9) shows that the
interest receipts and receipts from railway lines (commercial) together account
for 56.27 percent of total non-tax revenues. However, their shares have
actually moved in reverse directions in the nineties. While the share of interest
receipts increased from 24.49 to 30.27 percent that of railway lines
(commercial) went down from 38.99 to 26.00 percent. The relative importance
of petroleum as a source of non-tax revenues has increased considerably.
Returns from the petroleum sector reflect both the inelasticity of demand and
increase in prices of the petroleum products in the wake of the increase in the
international prices.

Table 2.9: Non-Tax Revenues: Share of Major Components

Percent
Misc. Railway

Year "t':';':;‘; ';MP::;‘:: g:kr:: .. o Lines  Petroteum Others  Total
1990-91 24.49 6.24 3.04 11.00 38.99 1.64 1459 100
1991-92  29.10 282 2.94 1031 36.45 427 4030 100
1992-93 27.43 5.46 2.96 1042 34.29 3.08 1635 100
199394 29.21 475 3.30 1181 34.67 1.55 1472 100
1994.95 2512 1320 3.07 1239 31.84 1.93 1246 100
199596  26.86 773 313 1422 3261 1.84 1361 100
199697 28.19 8.02 2.98 15.63 3091 1.65 1262 100
199798 27.37 8.58 3.08 1575 30.80 1.56 1286 100
199899 27.20 851 2.90 16.05 26.70 7.66 1098 100
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2.21 Of the total interest receipts, nearly 67 percent came from states/UTs.
Of the total dividend and profits of Rs. 9553 crore during 1999-2000,

Chart 2.3: Changing Composition of Non-tax Revenues

Percent to total

= [nterest Receipts = Dividends & Profits
Tele- Communication ~— Railway Lines Commercial
Petroleum

Chart 2.3 depicts the changing composition of non-tax revenues over the period 1990-91 to
1999-00. The relative contribution by railways lines commercial has steadily fallen whereas
above 10 percent of total non-tax revenue in 1994-95 but have since declined.

Rs. 4155 crore came from the PSUs, while the share of profits from RBI, LIC,
nationalised banks and IDBI was Rs. 4479 crore, Rs. 268 crore, Rs. 395 crore
and Rs. 219 crore respectively.

The transfer of higher surplus from the RBI contributed significantly to
the increase in non-tax revenues since 1995-96, which amounted to an
endogenous resource transfer.

2.22  After 1995-96, as shown in Table 2.2, non-tax revenues relative to the
GDP increased steadily although by a small margin. The transfer of higher
surplus from the RBI contributed significantly to the increase in non-tax

revenues since 1995-96, which amounted to an endogenous resource transfer.
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Table 2.10 shows that RBI's gross income increased from Rs 7145 crore in
1993-94 to Rs 21961 crore in 1999-00, an increase of over 200 percent. Much
of this was due to an increase in the domestic interest income, which mainly
came from the central government itself. This in turn largely came back to the

government as RBI's surplus.

Table 2.10: RBI's surplus transferred to the Government

Rs in crore

Surplus transfer to Union Government
Interest differential  *Total surplus

Percent of

RBI's  Domestic on account of transferred by oy 1o
Year _gross i.““‘"’—“ Normal FCNR conversion of RBI to * gms‘ls
income income transfer  losses  special securities Government income
into marketable acccount (Col.
securities 4+5+6)

/ 2 3 4 5 6 7 8
1993-94 7145 5040 1500 - 1500 20.99
199495 9222 5057 1500 2058 - 3558 38.58
1995-96 11932 6099 1500 2438 - 3938 33.00
1996-97 13257 6955 2500 2763 - 5263 39.70
1997-98 14084 8000 2999 1827 1151 5977 42.44
1998-99 19220 12643 3000 - haERTE 4479 23.30
1999-00 21961 14928 7871 - 1479 9350 42.58

*The Government Accounts recognise receipts of the RBI's surplus transfer only in the next financial year of
the Government, which is different from the financial year of the RBI1. Thus, RBI surplus transferred to the
government and accounted for during the year 1999-00 in government accounts was Rs 4479 crore

Inadequate Returns on Investments

2.23 Appendix | presents the details of investments by government in
statutory corporations, government companies, other joint stock companies,
co-operative banks and societies, international bodies, etc. along with dividend
received during the years 1990-99. The progressive total investment
(excluding the RBI) of the government in statutory corporations, government
companies, other joint stock companies, co-operative banks and societies,
international bodies etc. increased from Rs. 86196.52 crore on 31 March 1999
to Rs. 94898.18 crore on 31 March 2000.

2.24 The Union government received a dividend of Rs. 3973.37 crore
during 1999-00 against the total investment of Rs. 68714.24 crore in 249
government companies and corporations, which was only 5.78 percent of
investment as on 31 March 1999. Out of 249 PSUs, 76 paid dividend to the
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Union government, as shown in the Table 2.11. The major contributors of

dividend were Oil and Natural Gas Commission (Rs. 660 crore), Indian Oil
(Rs. 639 crore), Gas Authority of India (Rs. 247 crore), Hindustan Petroleum
(Rs. 127 crore), Bharat Petroleum (Rs. 124 crore), Power Finance Corporation
(Rs. 108 crore), Coal India Limited (Rs. 116 crore), Mahanagar Telephone
(Rs. 106 crore), Oil India (Rs.77 crore), National Aluminium Company
(Rs. 67 crore), Nuclear Power Corporation (Rs.50 crore), and Rural
Electrification Corporation (Rs. 50 crore).

Table 2 .11: Sector-wise Number of PSUs Paying Dividend

SUs SuU
.. Number of X Ps = Number of Ps!‘ §
Ministry PSUs paying Ministry PSUs paying
=g dividend == dividend
Industry 50 3 Finance 5 2
Steel and Mines 19 7 Urban Affairs and 4 Nil
Employment
Chemicals and 19 5 Atomic Energy 4 2
Fertilizers
Home Affairs 16 | Food & Civil Supply 2 ]
Petroleum and Natural 14 12 Health and Family 3 2
Gas Welfare
Agriculture 13 3 Electronics 3 1
Energy 12 7 Environment and Forest 3 |
Railways 12 Nil Water Resources 3 1
Textiles 11 4 Science & Technology 2 Nil
Surface Transport 10 o Food Processing 2 Nil
Commerce 8 5 Information and 2 2
Broadcasting
Detence 8 6 Planning 2 Nil
Welfare 8 Nil Rural Areas and 2 Nil
Employment
Civil Aviation & 5 2 Human Resource ] 1
Tourism Development
Communication 5 5 Space | |
Total 249 76

Capital Receipts

The budget estimates te generate capital receipts through disinvestment

were flawed and actual realisation was widely off the mark.

2.25 Capital receipts consist of miscellaneous capital receipts
(disinvestment) and debt receipts (internal and external). Miscellaneous capital
receipts are on account of partial disinvestments of central government
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holding in the equity capital of selected public sector enterprises. During
1999-00, there was the largest variation between budget estimates and actual
disinvestments. The budget estimate of Rs.10000 crore amounted to about half
a percentage point of the GDP, and may have come as a handy tool for
projecting a lower fiscal deficit than what was likely to result.

Table 2.12: Budget Estimates and Actuals of Disinvestments

Rs in crore
Year BE Actual receipts  Excess(+) / shortfall(-)
1990-91 , . "
1991-92 2500 3038 538
1992-93 2500 1961 -539
1993-94 3500 48 -3548
1994-95 4000 5078 1078
1995-96 7000 362 -6638
1996-97 5000 380 4620
1997-98 4800 910 -3890
1998-99 5000 5369 369

2.26 In sub-Para 5.3.2 of the CAG’s Report No. 1 of 2000, an observation
regardim lidlding of equities amounting to Rs 4184 crore was made. The
“ruse helped the Government to show reduction in its fiscal deficit for that year.
During 1999-2000, instead of cross holding of shares, the oil PSUs seem to
have helped to reduce the fiscal deficit by transferring unusually higher
dividends, which exceeded the dividend declared in 1998-99 by about 150
percent as shown in Table 2.13.

Table 2.13: Dividend declared by oil PSUs

Rs in crore

Ministry of Petroleum and Natural Gas Last year This year Difference

1 Bharat Petroleum Corporation Ltd. 50 124 74
2 Gas Authority of India Ltd. 163 247 84
3 Indian Oil Corporation 177 639 462
4 Hindustan Petroleum Corporation Ltd. 58 127 69
5 Oil India Ltd. Assam 42 77 35

Total 490 1214 724
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2.27 The decision on disinvestments should depend not on temporary fiscal
considerations, but on comparative analysis of present discounted value of
future profits vis-a-vis disinvestments proceeds, consistent with well-
considered economic policy of the government.

Recovery of Loans and Advances

There is scope for improvement in the budgeting and administration of
the loans and advances.

2.28 Table 2.14 gives the details of recovery of loans and advances given by
Union government to State and Union Territory governments, foreign
governments, government corporations and non-government institutions
government servants. The recoveries of loans is an item which the
Government should be able to determine with some accuracy. The gaps in the
realisation of loans and advances indicate scope for improvement in the
administration of the loan and advances, and of their budgeting.

Table 2.14: Loans & Advances

Excess (+) /

Year Budget estimates Actual Shortfall (-)
1990-91 5685 6769 +1084
1991-92 6778 7001 +223
1992-93 7608 7678 +70
1993-94 8073 7611 -462
1994-95 7831 6507 -1324
1995-96 7862 6999 -863
1996-97 8184 8696 +512
1997-98 9916 9596 -320
1998-99 11560 13189 +1629

2.29  Debt and receipts from the public account are other important sources
of the government receipts. These have been discussed respectively in

Chapters 6 and 7.

37



Chapter 3

EXPENDITURES: GROWTH AND STRUCTURE

Application of Resources: 1999-00

The government has access to less than 30 percent of its mobilised
resources for non-interest expenditures.

3.1 This chapter contains analysis of the growth and structure of
government expenditures. In this Report, ‘total disbursements’ include the
repayment of debt and public account payments, and the term ‘total
expenditure’ denotes all expenditures, both revenue and capital, out of the
CFI, excluding the repayment of debt and public account payments. The
government applied total resources of Rs. 1087937 crore, it mobilized during
1999-00, to disbursements as shown in Table 3.1. The repayments of debt and
discharge of Public Account liabilities, which constituted 61.6 percent of the
total resources available, pre-empted a massive portion of those resources,
amounting to Rs. 672700 crore. After deducting the interest payments
amounting to Rs. 94593 crore, the government was left with only about 30
percent of the mobilised resources for other (primary) expenditures.

Table 3.1: Application of Resources'

Rs in crore

Resources available (¢f Table 2.1) *1087937
Opening Cash Balance *23519
Total Resources 1091456
Application of resources
Repayment of debt 305088
Internal 296375
External 8713
Discharge of liabilities on account of Public Account 367612
Small savings and Provident Fund 294627
Reserve Fund 17434
Deposit 52015
Others 3536
Balance resources available for expenditure 418756
Resources applied (actual expenditure) 416100
Revenue expenditure (Including interest payment of Rs. 94593) 343195
Capital expenditure 29023
Disbursement of loan and advances 27359
State shares of Income Tax 16523
Closing Cash Balance 2656

Note: * includes Rs 27 crore toward recoupement of contingency fund.
** Actual cash balance Rs 3519.51 crore and Rs 2655.44 crore respectively.
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Expenditure: Main Aggregates

The relative downslide in growth of expenditure in 1999-00, as compared
to the trend growth rate of nincties, is due to accounting adjustment
related to the creation of the NSSF.

3.2 Table 3.2 presents a summary of the total expenditure of the Union
government out of the CFI, excluding repayment of debt, during the last ten
years. Appendix II presents the figures of total expenditure during the last 24
years since 1976-77. The three main expenditure aggregates are revenue
expenditure, capital expenditure, and loans and advances.
e Chart 3.1: Growth of Expenditure of Government of India:
As percent of GDP (1990-91 to 1999-00)

3.3 Total expenditure has increased at a TGR of 13.17 percent during the
nineties. In comparison, the growth of expenditure in 1999-00 over 1998-99
was 7.34 percent, which is much less than the TGR. This fall is due to the
reduction in loans and advances which declined by 41.28 percent. This relative
reduction has come about due to the accounting adjustment consequent upon
the creation of the NSSF and change of the practice of advancing loans to the
states against the small saving collections to making investments in the state
government securities from the NSSF.
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Table 3.2: Expenditure of Union Government: Growth Profile

Rs in crore

T -l -
Ao “r::fi' previous “r: ::“. previous  advances  previous Tin previous
year vear year year
1990-91 102964 13387 20708 137059
1991-92 116091 1275 13911 3.91 18703 -9.68 148705 &850
1992-93 132794 14.39 20586 47.98 17619 -5.40 170999 14.99
1993.94 152317 14.70 24650 19.74 21874 24.15 198841 16.2%
1994.95 177699 16,66 19266 22184 23898 925 220863 11.08
1995-96 198302 11.59 17544 -8.94 24810 382 240656 X.96
1996-97 226372 14.16 15704 -10.49 29035 17.03 271111 12.65
1997-98 217732 22.69 2225 2879 35471 2217 333428 22,99
1998-99 300456 LAE 25200 24.60 46594 31.36 372250 11.64
(%00 eS| M M IS mw AN ST 1
TGR 14.60 598 8.38 13.17

The fall in tax revenues relative to the GDP and budgetary attempts to
cap fiscal deficit has mainly impacted on the capital expenditures.

3.4  The TGR of revenue expenditure for the nineties, at 14.60 percent per
annum, shows considerable increase in real terms, as the rate of inflation as
measured by the TGR of wholesale price index was about 6 percent per annum
during this period. In 1999-00, the percentage growth of revenue expenditure
over the previous year was 14.22 percent, close to the ten years TGR, but
much higher than the annual growth in the preceding year which was only
8.18 percent. The hike in revenue expenditure in 1997-98, being 22.69 percent
higher than the previous year incorporates the effect of salary revisions and
related arrears following the acceptance of the recommendation of the Fifth
Central Pay Commission. In contrast, capital expenditure, i.e. expenditure that
is meant for asset formation shows a TGR of only 5.98. This is the lowest
TGR among all the major categories of expenditure.

3.5  Capital expenditure as well as loans and advances show high annual
percentage variations. In the mid-nineties, there has even been a decline in
absolute amounts. As a result, while in 1993-94, capital expenditure was
Rs. 24650 crore, in 1996-97, it had fallen to Rs. 15704 crore. In subsequent
years it picked up again. But by 1999-00, capital expenditure was only
Rs. 4373 crore higher than the previous peak of Rs. 24650 crore in 1993-94.
Capital expenditure has become the variable of adjustment in the wake of fall
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in tax revenues relative to the GDP, with most revenue expenditures being
committed expenditures.

The shrinkage in the overall size of government expenditure has steadily
tilted towards non-asset forming revenue expenditures.

3.6  Table 3.3 presents the expenditure of the Union government as
percentage of the GDP along with the corresponding figures for revenue and
capital expenditure and loans and advances. The total expenditure of Union
government declined from an average of 23.25 percent of the GDP during the
period 1990-93, to an average of 21.03 percent during 1997-00. This decline
was mainly the result of reduction in capital expenditure and in loans and
advances. Loans and advances evince a marginally higher TGR at 8.38 percent
per annum compared to that of capital expenditures.

Table 3.3: Expenditure of Union Government as Percentage to GDP

Year Revenue Capital ao:vn:n::g Total Plan Non-Plan
1990-91] 18.10 235 3.64 24.09 3:13 18.97
1991-92 17.77 2.13 2.86 22.76 4.86 17.90
1992-93 17.77 2.75 2.36 22.88 5.01 17.87
1993-94 1273 2.87 2.54 23.14 5.75 17.39
1994-95 17.59 1.91 2.37 21.87 513 16.74
1995-96 16.78 1.48 2.10 20.36 4.00 16.37
1996-97 16.62 L5 213 19.90 4.04 15.86
1997-98 18.32 1.33 2.34 22.00 4.08 17.92
1998-99 17.09 1.43 2.65 2517 3.82 17.35

A: Avg. (1990-93) 17.88 2.41 2.95 23.25 5.00 18.25
B: Avg. (1997-00) 17.65 131 2.37 21.03 3.98 17.04
C: B-A -0.23 -1.11 -0.58 -2.22 -1.02 -1.20

3.7 All categories of Union government expenditure appear to have shrunk
if we compare the early nineties (1990-93) with the end of the decade (1997-
00). Between these two periods, if the respective three-year averages are
compared, revenue expenditure, as percentage to GDP, fell down by 0.23
percentage point, loans and advances by 0.58 percentage point and capital
expenditure by a margin of 1.11 percentage points. Thus, the size of
government while shrinking in terms of overall size, has also obtained a
structure which has steadily tilted towards revenue expenditures, i.e. non-asset
forming expenditure.
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Table 3.4: Expenditure of Union Government: Compositional Changes

Percent
+
Year  diture expenditure advanees  TOl  Plan  Non-Plan
1990-91 75.12 9.77 15.11 100.00 2127  78.73
1991-92 78.07 9.35 12.58 100.00 2135  78.65
199293 77.66 12.04 10.30 100.00 2190  78.10
1993-94 76.60 12.40 11.00 100.00 2486  75.14
1994-95 80.46 8.72 10.82 100.00 2344  76.56
1995-96 82.40 7.29 10.31 100.00 19.62 8038
1996-97 83.50 5.79 10.71 100.00 2031  79.69
1997-98 83.30 6.07 10.64 100.00 1854 8146
1998-99 80.71 6.77 12.52 100.00 18.07  81.93
199900 8589 726 685 10000 1907 8093
A Avg.
b 990_933) 76.95 10.39 12.66 100.00 2151 7849
B: Avg.
i 997-:1;0) 82.50 6.21 11.29 100.00 18.97  81.03
C:B-A 5.55 4.18 137 0.00 -2.54 2.54

Revenue expenditure during 1999-00 was all time high in the decade at
near 86 percent of the total expenditure.

3.8  Table 3.4 clearly brings out this compositional change brought out
showing that over the nineties, comparing three year averages at the beginning
and the end of the decade, the share of revenue expenditure has increased by a
margin of 5.55 percentage points, from 76.95 percent to 82.50 percent, at the
cost of capital expenditure and loans and advances whose shares have
dwindled to 6.21 and 11.29 percent respectively. In 1999-00, the
compositional shift is even more pronounced where revenue expenditure has
become 86 percent of total expenditure. A similar compositional shift is
visible in terms of plan and non-plan expenditure (also given in Table 3.4). At
the end of decade, the average over three years, 1997-00, indicates that non-
plan expenditure has become 81.03 percent and plan expenditure has become
18.97 percent exhibiting a fall of 2.54 percentage points, in terms of the
average share at the end of the decade compared to that at the beginning.

Growth in subsidies, borrowings and interest payments, government
salaries have led the expansion of current expenditure at the cost of
capital expenditure.

3.9 The expansion of current expenditure has been driven by
(1) uncontrolled expansion of subsidies, discussed at length in the next chapter;
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(ii) growth of borrowings leading to higher outgo on interest payment; and (iii)
increase in the salary bill consequent upon the revisions in the wake of the
recommendations of the Fifth Central Pay Commission. As noted, the growth
of current expenditure has resulted in (i) a substantial drop in the growth of
capital expenditure; and (ii) a regime of high interest rate.

Revenue Expenditures: Growth in Interest Payments

Interest burden on the government has nearly doubled every five years.

3.10 The government incurs revenue expenditure for the normal day to day
running of government departments and various services, interest charges on
its incurred debt, subsidies, etc. Broadly speaking, revenue expenditure is an
expenditure that does not result in creation of assets. For the Union
government accounts, all grants given to state governments and others fall in
the category of the revenue expenditure even though end use of some of the
grants may be for creation of assets. Appendix Il presents the revenue
expenditure over the last 24 years. An important component of revenue
expenditures is interest payment. Interest payments are committed
expenditures, and constitute transfer payments to the lenders to the
government.

3.11 Total interest payments by the Union government in the year under
review (1999-00) increased from Rs. 77882 crore in 1998-99 to Rs. 94593
crore, an increase of 21.46 percent. The government has also paid an amount
of Rs. 21947 crore as interest which includes Rs 1749 crore towards
management cost on small savings and public provident funds during 1999-00
from the NSSF created in the Public Account, unlike in the past years when

the government met that liability from its own resource, 1.e. from the CFI.

3.12 A look at Appendix III would show that while the overall interest
payment increased by 52 times over the two decades 1979-80 to 1999-2000,
the interest on internal debt increased by about 65 times, on external debt by
19 times and that on small savings and provident funds etc. by 24 times. The
interest burden had nearly doubled every five years. As percentage to total
revenue receipts, interest payments have increased from 25.47 percent to
33.60 percent over the period from 1990-91 to 1999-00. The increase in
interest payment is due to both the growing volume of borrowing and the
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increase in the rate of interest on borrowed funds, which has gone up from an
average of around 4.31 percent in 1979-80 to 10.61 percent in 1999-00. Most
of the increase in the rate of interest was on internal borrowings, small
savings, provident fund, reserve fund, etc.

3.13 Interest payments constituted 28 percent of the revenue expenditure in
1999-00 and absorbed as much as 73.74 percent of the Union government’s
net tax revenues (i.e. exclusive of states’ share of income tax and excise
duties). They constitute presently about 4.86 percent of GDP, which is more
than the total revenue expenditure on defence services (1.88 percent of GDP)
and also net transfer of resources to the states/UTs. (3.06 percent of GDP).
Table 3.6 presents shares of other important components of revenue
expenditure for the last ten years.

Table 3.5: Growth of Interest Payments
As percentage of

Interest Payments

Year e i crove Total Revenue  Total Revenue GDP
Expenditure Receipts

1990-91 21498 20.88 25.47 3.78
1991-92 26596 2291 26.64 4.07
1992-93 31075 23.40 27.20 4.16
1993-94 36741 24.12 30.72 4.28
1994-95 44060 24.79 30.04 4.36
1995-96 50045 25.24 29.69 4.23
1996-97 59478 26.27 30.70 4.38
1997-98 65637 23.63 30.07 433
1998-99 77882 25.92 32.47 443
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Table 3.6: Major Components of Revenue Expenditure

Percent
Vo e, e i o DS S et S
1990-91  20.88 2.75 381 10.97 3.61 538 0.37
1991-92 22,91 2.70 2.96 10.32 3.48 5.66 0.31
1992-93 23,40 3.14 3.18 10.05 3.41 4.83 0.31
1993-94  24.]12 2.71 3.11 10.47 3.35 5.38 1.07
199495  24.79 242 2.93 9.76 3.01 4.86 2.34
1995-96 25.24 2.50 3.49 10.01 3.71 4.69 2.85
1996-97 26.27 263 3.20 9.71 4.12 4.61 1.96
1997-98  23.63 2.65 3.60 9.83 4.19 4.66 1.77
1998-99 2592 2.84 4.56 10.38 4.71 5.05 1.72
Year Energy Imi:;;:‘i;"d Transport c::::::i- E(:::::ilc G.‘::; ::1:‘— T::ni Ry
‘ Services  Contribution pendinee
1990-91 0.95 4.95 12.84 4.32 3.24 23.23 100.0
1991-92 0.89 4.19 12.90 4.38 2.04 24.24 100.0
1992-93 (.60 5.10 12.91 4.49 1.09 24.54 100.0
1993-94 (.82 3.80 12.83 5.03 0.99 23.40 100.0
1994-95 .68 3.3 12.29 541 4.60 20.69 100.0
1995-96 0.70 3.16 12.13 6.00 242 20.09 100.0
1996-97 0.74 3.53 11.58 6.42 2.37 20.04 100.0
1997-98 5.5/ 3.29 11.14 6.29 1.58 19.18 100.0
1998-99 0.9/ 3.44 10.78 7.19 2.74 17.00 100.0

Expenditures: Plan and Non-Plan

Trend growth rate of the capital component of plan expenditure during
nineties was dismally low, especially relative to the trend growth of total
plan expenditure.

3.14 Plan expenditures normally relate to incremental development
expenditures, and involve both revenue and capital expenditures. It is
desirable, however, that the share of capital expenditures should be high in
plan expenditures. Table 3.7 presents the growth and composition of plan
expenditure of the Union government. While plan revenue expenditure has
grown at a TGR of 14.43 percent per annum, plan capital expenditure has
grown at a dismally low TGR of 2.86 percent over the decade of the nineties.
Plan capital expenditures have often fallen in absolute terms in several years
compared to the figures of the respective previous years.
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Table 3.7: Plan Expenditure of Union Government: Growth Profile
Rs in crore
Year ?:;:::: y = eE:eP:::i‘:- " .l Losurwud % Total %
tut'e increase Sors increase advances increase increase
199091 12703 7287 9165 29155
199192 15160 19.34 6411 -12.02 10182 11.10 31753 8.91
1992-93 19862 302 7023 9.55 10561 372 37446 17.93
1993-94 24890 2531 10879 5491 13658 2032 49427 32.00
1994-95 28304 13.72 10543 -3.09 12932 -5.32 51779 4.76
1995-96 29021 2.53 5786  -45.12 12417 -3.98 47224 -4.80
1996-97 31668 9.12 7671 32,58 15737 26.74 55076 16.63
199798 35206 11.17 10126 32.00 16477 4.70 61809 12,22
-99 3 13, 7 -13.46 79 8.8 249 &
TGR 14.43 2.86 8.58 10.61

Share of non-plan expenditure during 1999-00 was all time high in the

decade.

3.15 Non-plan expenditures, on the other hand, are normally devoted to
maintaining the levels of services already achieved. In this category, there has
been an overall trend growth of 13.83 percent per annum over the nineties, the

Percent to total expenditure

1990-91

Chart 3.2: Non-plan and PlanComponents of
Expenditure of Government of India

199192 1992-93 199394 1994-95

®mPlan

199398 1996-97

= Non plan

1997.98

199899 1999.00

TGRs of non-plan revenue expenditures being 14.64 percent, and that of non-
plan capital expenditure being 8.34 percent. In the non-plan expenditures,
loans and advances have actually grown at a low rate of 6.88 percent per
annum. A massive fall of 74.26 percent, recorded in 1999-00 in non-plan loans
and advances is owing again to the change over of pattern of advancing loans
from small savings collections to creation of the NSSF.
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Table 3.8: Non-Plan Expenditure of Union Government: Growth Profile

Rs in crore
Year ?\‘e;:::ie- o e(i::::;:- % L aed . % Total . e
Yo increase 2 increase advances increase increase
1990-91 90261 6100 11543 107904
1991-92 100931 11.82 7500 2295 8521 -26.18 116952 8.39
1992-93 112932 11.89 13563 80.84 7058 -17.17 133553 14.19
1993-94 127427 12.84 13771 1.53 8216 16.41 149414 11.88
1994-95 149394 17.24 8723 -36.66 10966 3347 169083 13.16
1995-96 169281 13.31 11758 34.79 12393 13.01 193432 14.40
1996-97 194704 15.02 8033 -31.68 13298 7.30 216035 11.69
1997-98 242526 24.56 10099 25.72 18994 4283 271619 25.73
1998-99 259906 717 16437 62.76 28658 50.88 305001 12.29
19900 296364 1403 19623 1938 T 7426 32864 602
TGR 14.64 8.34 6.88 13.83

3.16 Considering together the major categories of revenue and capital
expenditures, sub-divided into plan and non-plan, one can highlight the
relative importance and compositional changes. 1999-00 saw an
overwhelming share of non-plan revenue expenditure, 74.17 percent, in total
expenditure. Between the beginning and the end of the decade of the nineties,
in terms of three-year averages, non-plan revenue expenditure increased its
share by 4.87 percentage points. Plan revenue expenditure also increased its
share but only by a margin of 0.68 percentage points. All other categories of
expenditures lost in terms of their shares as depicted in Table 3.9.

Table 3.9: Expenditure of Union Government: Compositional Changes

Percent
. Revenue Expenditures  Capital Expenditure  Loans and Advances Total
Plan Non-plan Plan  Non-plan  Plan  Non-plan FExpenditure
1990-91 9.27 65.85 5.32 4.45 6.69 8.42 100.00
1991-92 10.20 67.87 431 5.04 6.85 5.73 100.00
1992-93 11.61 66.04 4.11 7.93 6.18 4.13 100.00
1993-94 12.52 64.08 547 6.93 6.87 4.13 100.00
1994-95 12.81 67.64 4.77 3.95 5.86 4.97 100.00
1995-96 12.06 70.34 240 4.89 5.16 5.15 100.00
1996-97 11.68 71.82 2.83 2.96 5.80 4.91 100.00
1997-98 10.56 72.74 3.03 3.03 4.94 5.70 100.00
1998-99 10.89 69.82 2.35 4.42 4.82 7.70 100.00
__19%00  n72 7417 235 491 500 185 10000
A: Avg. (1990-93) 10.36 66.59 4.58 5.81 6.57 6.09 100.00
B: Avg. (1997-00) 11.04 71.46 274 347 5.19 6.10 100.00
C: B-A 0.68 4.87 -1.84 -2.34 -1.39 0.01 0.00
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Sectoral Expenditure

The shares of genmeral and social services in the expenditure have
generally grown at the cost of the economic services.

3.17 Table 3.10 shows the movement of expenditure in general, social, and
economic services. The share of general services has increased from 33.74
percent in 1990-91 to 44.26 percent of the total expenditure in 1999-00, owing
mainly to the growth in interest payments and pensions. The increase in share
of social services expenditure, of which the salaries subsume a large portion,
from 3.33 in 1995-96 to 4.48 in 1999-00, was largely due to the revision of the
government salaries. This increase in the already low share of social sector
expenditure does not, therefore, represent any betterment in the supply of
merit goods and services like health and education.

Table 3.10: Sectoral Expenditure of Union Government

Rs in crore
General Services Social Services Economic Services Total

g Amount ’:x;::;l‘::::l Amount ":x:::;;:::l Amount Al;x?e:;l':‘uur:l Expenditure
1990-91 46247 33.74 4227 3.08 46429 33.88 137059
1991-92 52671 3542 4621 i 48939 3291 148705
1992-93 61366 35.89 5136 3.00 58304 34.10 170999
1993-94 71913 36.17 5642 2.84 70340 35.37 198841
1994.95 81208 36.77 6189 280 77861 3525 220863
1995-96 93934 39.03 8006 333 79165 3290 240656
1996-97 107335 39.59 10040 370 84293 31.09 271111
1997-98 124635 37.38 12371 in 112540 33.75 333428
1998-99 146968 39.48 15255 4.10 117946 31.68 372250

Notes: This sectoral classification excludes loans to foreign governments, state governments, UT governments
and revenue expenditure on account of grants-in-aid which do not fail under any specific group.
Under general services loans to government servants and miscellaneous loans are included.

3.18 It is the economic sector, which has seen the decline in its share of
total expenditure, which decreased from 33.88 percent in 1990-91 to 31.46
percent in 1999-00, after peaking at 35.37 percent in 1993-94.
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Capital Expenditure: Trends and Composition

3.19 Capital expenditure may be broadly defined as expenditure incurred
with the object of increasing concrete assets of a material and permanent
character. In addition, financial assets arise from moneYS invested in
institutions or commercial undertakirigs and loans and advances to states,
Union Territories, foreign governments, government servants, étc. The trend
of capital expenditure over the last ten years is indicated in Table 3.11. Both
plan and non-plan capital expenditures have fallen as percentage of total
expenditure. Further, the decline in plan capital expenditure is relatively
larger. It has fallen during this period from 5.32 percent to 2.35 percent.

"7 Table3.11: Capital Expenditure

Rs in crore

: i i As % of . Non Plan

Veur o RS v PSP cagitatas %
iture Plan Nom-Plan - Total the previous expenditure of total

year expenditure

1990L9| 137059 7287 6100 13387 : 5.32 -4.45
1991-92 148705 6411 7500 13911 © 391 431 5.04
1992-93° 170999 7023 - 13563 20586 - 47.98 4.11 7.93
1993-94 198841 10879 13771 24650 19.74 5.47 6.93
199495 220863 10543 8723 19266 -21.84 .47 3.95
199596 240656 5786 11758 17544 . -8.94 240 4.89
1996-97 271111 7671 8033 15704 -10.49 2.83 2.96
1997-98 333428 10126 10099 20225 2879 3.04 3.03
1998-99 372250 8763 16437 25200 2460 . 235 4.42
1999-00 - 399577 9400 19623 29023 1517~ - '. 1235 49]

TGR 13.17 2.86 8.34 ‘5.98 9.10 -4.27

Loans and Advances

3.20 Loans and Advances are also disbursed by Union government to
foreign governments, state and Union Territory goverﬁrhents, govemmeht
corporations, non-government institutions, - lbca'l funds and others.
Disbursement of loans ‘and advances for the last ten years is detailed in
Table 3.12. ' -'

49 -




The CAG's Report on
Union Government Accounts 1999-2000

Table 3.12: Loans and Advances

Government As % age
- - W ]
institutions etc. ture

1990-91 14522 4280 1719 187 20708 15.11
1991-92 13199 4175 1135 194 18703 15.76
1992-93 13336 3808 268 207 17619 10.30
1993-94 15263 6363 47 201 21874 11.00
1994-95 18807 4859 32 200 23898 10.82
1995-96 19627 4917 84 182 24810 10.31
1996-97 24030 4792 50 163 29035 10.71
1997-98 30461 4588 154 268 35471 10.64
1998-99 40798 5091 216 849 46594 12.52

3.21 The volume of disbursement of loans and advances came down sharply
from Rs. 46594 crore in 1998-99 to Rs. 27359 crore in 1999-00 which
constituted a decrease of 41.28 percent from the previous year. The main
reason for the decrease in loans and advances was payment of loans and
advances to state and Union Territory governments against small savings
collections from the public account, which were being disbursed from the CF1
upto 1998-99.

Utilisation of Funds: Mounting Defaults

3.22 For ensuring the efficacy of expenditure, a prerequisite is that it is
spent for the purpose for which it was allocated. Mounting defaults on
submission of utilisation certificates have become unacceptably high. The
certificates of utilisation of grants are required to be submitted by the
sanctioning authorities in the respective ministries or departments to the
controllers of accounts. The purpose of furnishing the certificates is to ensure
that grants have been properly utilised for the purpose for which they were
sanctioned and where the grants released were conditional, the prescribed
conditions have been fulfilled.

3.23 As many as 35390 utilisation certificates relating to Rs 7035.96 crore
in respect of grants released upto March 1998 and due by September 1999
from 31 ministries/departments were outstanding at the end of March 2000 as
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given in Appendix IV. This Appendix indicates that utilisation certificates

~ have been outstanding for upto 23 years. The ministries/departments of social
justice and empowerment and National Informatics Centre did not furnish the
information about outstanding utilisation certificates.

Table 3.13: Fresh Release of Grants

Rs in crore

No. of ~ Amount of fresh
utilisation grants released
i certificates during 1999-00
Ministry/Department outstanding AN without obtaining
as on UCs. of previous
31.03.00 years
. Textile 638 22.18 6.16
2. Urban Affairs and Employment 513 316.90 102.76
3. Agriculture and Cooperation 304 54.51 67.99
4. Space 300 1.76 0.32
5. Planning 84 7.10 0.32
6. Tourism 17 2.69 15.05
7. Andaman & Nicobar Islands 14 12.91 26.56
8. Information and Broadcasting 5 8.87 ) 5.4
9. Finance Economic Affairs | 0.35 65.05
10. Department of Industrial Policy
and Promotion I 1.83 1.54

3.24 Pending receipt of a huge number of utilisation certificates, the
ministries/departments, indicated in Table 3.13. released fresh grants of
Rs. 295.02 crore to the defaulting statutory bodies, non-government
organisations, etc. during 1999-00 without insisting on the utilisation
certificates in respect of grants released in the previous years.
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Chapter 4

MANAGEMENT OF SUBSIDIES

4.1  Management of subsidies is without doubt one of the most complex
issues a government faces. Subsidies account for a significant share of
government expenditures, and are generally advocated when the social
benefits of a particular service or commodity extend beyond the immediate
beneficiaries. Examples of activities with such extended benefits are health,
basic education, sanitation, and protection of environment. Because of the gap

~between the private valuation of the benefits of such services and their true

value to society, normal market mechanisms do not adequately ensure an
appropriate spread of such services. In such cases, subsidies provide the
necessary corrective. .

4.2  The general impact of a Subsidy is to lower the price of a ,com_modity
or service since the government bears the extra cost. The government could
provide subsidy to the consumer or the producer or it could provide a service
subsidy on the inputs going in to the production of a commodity. In turn, such
subsidies lead to lowering of the prices of goods of inputs, encourage greater
production and consumption of the commodity. '

43 Aécording to a discussion paper presented by the government. to
Parliament in May 1997, subsidies administered to final consumption would

be more effective since they can accrue to the target beneficiaries directly. -

Input subsidies, on the other hand, are prone to be easily dissipated to the non-
target population thereby losing their effectiveness. 1t is, for instance, difficult

~to target input subsidies in fertilisers, electricity, diesel, irrigation, etc. to the
right beneficiary. Further, even where subsidies are on final consumption such

as food subsidy, targeting remains poor, and leakages are extensive, as brought
out by the CAG’s Report no 3 of 2000 on the Union government. Leakages as.
well as poor design of a subsidy regime tends to make it difficult to ensure
equity objectives as well. '

44  From a fiscal point of view, there is yet another difficulty. The annual

finanéial statements state only a small part of the subsidies in an explicit’

manner. Substantial subsidies remain hidden in the budgeted expenditures,
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implicit in the provision for social and economic services. This poses a major
problem in their analysis. Being hidden, Parliament does not get to fully
debate and monitor expenditure on subsidies. Resultantly, subsidies have
easily tended to grow out of control.

Explicit Subsidies

4.5 Table 4.1 presents a view of the subsidies, which the government
provided explicitly during the last ten years on major items.

Chart 4.1: Explicit Subsidies in the Central Budget:
Annual Percentage Changes

=== Food & Sugar = Fertiliser = Total Subsidies

Chart 4.1 depicts annual percentage changes in the explicit subsidies in the
central budget. The food subsidy including that for sugar shows a sharp rise in
1993-94. The growth rate fell thereafter, but has since been increasing up to
1997-98. Fertiliser subsidy exhibits fluctuations in annual growth rates which have
been in the rage of -21 to 30 percent in the late nineties.
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Table 4.1: Explicit Subsidies in the Union Government Budget

Rs in crore
Fertiliser Export
Indigenous Imported  subsidy to
Year Food’ Sugar (Urea) (Urea) small and e
Fertiliser  Fertiliser  marginal l;"" hiastiot
I evelopment
1990-91 2450 3730 659 2742
1991-92 2850 3500 1300 385 1758
1992-93 2800 4800 996 818
1993-94 5537 3800 762 665
1994-95 5100 4075 1166 658
1995-96 5377 4300 1935 318
1996-97 6066 4743 1163 397
1997-98 7500 400 6600 722 429
998-99 8700 400 7473 333 573
TGR 16.34 9.66 -15.78 -15.77
Sale of
decontrolled
— Fertiliser Debt Relief to Interest Other Total Total as % to
with Farmers  Subsidies  Subsidies GDP
concessions
to farmers
1990-91 1502 379 696 12158 2.14
1991-92 1425 316 719 12253 1.88
1992-93 1500 113 968 11995 1.60
1993-94 500 113 1305 12682 1.48
1994-95 528 341 76 988 12932 1.28
1995-96 500 34 908 13372 1:13
1996-97 1672 1222 1101 16364 1.20
1997-98 2596 78 1180 19505 1.29
99 3790 1434 2065 24786 1.41
TGR 63.61 17.62 7.53 945

Source : Expenditure Budget (Vol. 1) 2000-2001 upto 1998-99, for 1999-00 from Appropriation accounts.
Note: The TGR for sale of decontrolled fertiliser with concessions to farmers refers to period 1994-95 to

1999-00.

" Includes sugar subsidies up to 1996-97

4.6

Food and fertiliser subsidies have consistently grown among the
explicit subsidies of the Union government. As can be seen from the table,
food and fertiliser subsidies together accounted for Rs. 22898 crore in 1999-
00, which amounted to 1.17 percent of the GDP at current prices.
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4.7  The CAG’s Reports no. 2 and 3 of 2000 describe in detail as to how
both fertiliser and food subsidies hide inefficiencies. In the case of food
subsidy, the economic cost has gone up at a very fast pace because of
increased operational cost of the Food Corporation of India for storing,
handling and transporting foodgrains. In the case of fertiliser subsidy, the
system of retention prices ensures a common rate of return on capital whether
the producer/plant is old or new, efficient or not efficient. The government
needs to consider redesigning these subsidies.

Implicit subsidies

4.8 In addition to the above subsidies, explicitly provided in the budget,
the Union government also bears expenditures, which are in the nature of
implicit subsidies. Implicit subsidies arise when the government is unable to
recover the costs it incurs in the provision of social and economic goods/
services, which are mainly private goods/services in nature, even though
sometimes these may have extended benefits. Some of these implicit subsidies
are discussed below in an illustrative manner.

Budgetary Support to Nationalised Banks

4.9  The government provided budgetary support to nationalised banks to
increase their share capital. The government arranged with the nationalised
banks that they reinvested an equal amount in government securities, to make
the government’s additional capitalisation of the banks budget-neutral.
Although the move was intended to restore the PSE Banks to better financial
heath, to the extent the dividends received by the government fell short of the
interest (10%) it paid to the banks on the government securities, this step was
tantamount to giving implicit subsidy to the nationalised banks. Table 4.2
presents the position of dividends received from the banks and interest paid to
them on securities during the last ten years by the government, and focuses on
the implicit subsidy given to the nationalised banks as a group on a yearly
basis.
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Table 4.2: Subsidy to Nationalised Banks

Rs in crore

Total ' Interest Paid by the Hm]plliclit supsidy

Year cumulative Dﬁvﬁ@]end .gov_emmem on to nationalised
mvestment | Teceived reinvestment banks

of share capital "(Col. 4-3)

0 A 3 N ¢
- 1990-91 2861 .51 68 , 17
1991-92 2979 55 170 115
199293 3740 81 210 o 129
1993-94 9465 -4 328 - C 324
1994-95 14754 14 632 ' 618
1995-96 13674 104 - 1342 ‘ ‘ 1238
1996-97 13146 210 : 1408 » 1198
1997-98 15846 315 1538 1223
1998-99 13673 384 1278 894
1999-00 13376 - ' 395 1824 : 1429

4.10 The Union government received a total dividend of Rs. 44 crore, on its
investment of Rs. 2451 crore in state co-operative banks and other banks
(excluding nationalised banks, Industrial Development Bank and Reserve
Bank) in 1999-00. This amounted to 1.78 percent as compared to 1.85 percent
in  1998-99. National Bank for Agriculturé and Rural Development
(NABARD) in which the government had invested Rs. 550 crore up to 1999-
00, did not pay any dividend. Further, Union government’s total up to date
investment in regional rural banks as on 31 March 2000 stood at Rs. 1192.22
crore.

s

4.11 To strengthen the capital base of regional rural. banks, Union
-government has been releasing capital through budgetary allocations. Capital
invested by the government in regional rural banks during the last seven years
is given in Table 4.3. Despite large investment in regional rural banks, no
dividend accrued to the govemrn/éntsince their inception.
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Table 4.3: Recapitalisation Assistance to Regional Rural Banks

e S = S Rs .‘H-('f'tru'l'
Yaak Investment during L p_—tu-(latc Div i(}url(l
the vear total investment ~ received
199091 5.25 54.00
1991-92 10.38 64.38
1992-93 4.38 68.76
1993-94 3.25 72.01
1994-95 154.59 227.00 Nil
1995-96 244.57 471.57 —
1996-97 200.00 671.57
1997-98 200.00 871.57
1998-99 152.65 1024.22
1999-00 168.00 1192.22

Subsidies to PSUs and Statutory Corporations

I'he return on PSU investments is dismally low, implying large implicit
subsidisation.

4.12 Table 4.4 presents the trend of investment made in the PSUs and
statutory corporations for the last ten years, which would show even larger
implicit subsidisation. The government needs to consider how long can it carry

such a huge burden on its overly constrained fiscal resources.

Table 4.4: Subsidies to PSUs and Statutory Corporations

Rs in crore

Vesi cu:nluol;alliw Div it.lt'nd Yo .u[ dividend Effef'li\c rate ** lt|1|.}licil

P —_" received to investment of interest subsidy

1990-9] 33449 301 0.90 8.02 2381.61
1991-92 37135 367 .99 8.46 2774.62
1992-93 40121 592 1.48 8.76 2922.60
1993-94 41858 633 1.51 9.14 3192.82
1994-95 44116 824 1.87 9.22 3243.50
1995-96 47071 1216 2.58 9.29 3156.90
1996-97 49737 1577 3.17 98I 3302.20
1997-98 53194 1820 3.42 9.71 3345.14
1998-99 57120 2384 4.17 10.01 3333.71
1999-00 60099 3973 6.6/ 10.61 2403.50

Excludes investment in LIC and GIC.
* Total investment refers to the beginning of the year.
** Estimated using the effective interest rate as the opportunity cost
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Subsidy on Postal Services

Postal services are highly subsidised in an implicit manner.

4.13 Department of Posts provides traditional services to the consumers,
which are another instance of implicit subsidisation. The CAG’s Audit Report
no. 6 on Post & Telecommunications has brought this fact in to focus
regularly. Table 4.5 presents the average per unit cost and per unit revenue
realised from the different postal services during the year 1999-00, which
shows that the government subsidised postal services during 1999-00 by
Rs 991.06 crore.

Table 4.5: Per Unit Gain/Loss in Operation of Postal Services

Per Unit

Per Unit

Total Loss/Gain

Unit Loss(-
:},‘ - C("o:t Re:ie:ue (.;ain (+() v lt:";}*::: d !::s, in cr:;re.)
paise) | paise) (in paise) |(in crore) " o
(a) Classical Services
| Postcard 452.81 25.00  (-)427.81 42.52 181.9
2 Letter 52022 534.65 (+) 14.43 116.63 16.83
3 Registered letter 2691.12 1366.67 (-) 1324.45 27.97 37045
4 Letter card (inland) 448.84 191.67  (-)257.17 56.99 146.56
5 Money order 3623.06 1827.14 (-) 1795.92 10.99 197.37
6 Newspaper (Single) 588.48 2645  (-) 562.03 11.07 - 62.22
7 Newspaper (Bundle) 113947  66.47  (-) 1073.00 3.39 3637
8 Indian Postal Order 1545.77  205.60 (-) 1340.17 2.58  34.58
9  Printed Card 453.01  191.67  (-)261.34 14.81 38.7
10 Value payable letter 2230.58 45294 (-)1777.64 1.07 19.02
and parcel
11 Other periodicals 1259.19  700.88  (-) 558.31 3.34 18.65
12 Acknowledgement 410.86  200.00  (-)210.86 6.29 13.26
13 Book packets etc. 705.00 891.90 (+) 186.9 9.81 18.33
14 Telegraphic MO 4269.32 2027.14 (-)2242.18 0.25 5.61
15 Printed books 1262.87 24291 (-) 1019.96 4.55 4641
16 Insured letter 3843.67 7882.46 (+)4038.79 0.99 39.98
17 Parcel 4492.26 4504.98 (+)12.72 6.29 2.8
18 Comp. Post card 463.35 383.33 (-) 80.02 0.54 0.43
(b) Value Added Services
| Speed post 2855.74 5513.00 (+)2657.26 1.27 33.75
2 Foreign mail 1023.48 1640.55 (+)617.07 11.47 70.78
Total 1171.53 180.47

Total subsidy= Rs 1171.53 — 180.47 = Rs 991.06 crore
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I'he government needs to activate follow up action on its 1997 discussion
paper on subsidies.

4.14 The government had brought a Discussion Paper in May 1997 on the
subject, which had made the following important suggestions:
(a) Reducing the overall scale of subsidies.
(b) Making subsidies as transparent as possible (and duly reflected in the
budget of the government).
(c) Using subsidies for well-defined economic objectives.
(d) Focussing subsidies to final goods and services with a view to
maximising their impact on the target population at minimum cost.
(e) Instituting systems for periodic review of subsidies.

(f) Setting clear limits on duration of any new subsidy schemes.

4.15 The government needs to activate further follow up action on the
above points brought out by in its discussion paper. The government must
consider appropriate revision of user charges in the areas of education,
agriculture, irrigation, industries, power and transport, railways, etc so that the
distortions in the economy because of misadministration of subsidies is
contained, and fiscal resources are released for general socio-economic

development.




Chapter 5

DEFICITS: MANAGEMENT OF FISCAL IMBALANCES

5.1  Alternative deficit measures reflect different facets of fiscal imbalance.
The annual budget indicates three types of deficits, viz. revenue, fiscal, and
primary. There is yet another deficit, the monetised deficit, which is obtained
by the amount of increase in the RBI’s holdings of the government debt plus
any funds drawn by the government out of its cash balances with the RBI.

Deficits: 1999-00 scenario

There was an unduly high fiscal deficit during the year 1999-00 for wrong
reasons, as the borrowing was mostly for current use.

5.2  Table 5.1 presents the break-up of the deficit during 1999-00. There
was a surplus in the CFI amounting to Rs. 151986 crore and deficit in the
Public Account amounting to Rs 152876 crore. Fiscal deficit at Rs 103749
crore amounted to 5.3 percent of the GDP. Revenue deficit was Rs 61642
crore amounting to 3.15 percent of the GDP. Revenue deficit was 59.41
percent of fiscal deficit. Thus, not only fiscal deficit was unduly high, it was
necessitated for the wrong reasons, as borrowing was mostly for current use.
Appendix V presents deficits for the last 24 years.

53  Proper management of fiscal imbalance requires consideration of some
important facets of fiscal deficit. Short-term imbalances result from cash flow
mismatches between receipts and outflows. More important are the structural
imbalances. Actual fiscal deficit may also have cyclical components that are
expected to even out over a period. Structural imbalances, however, are more
difficult to overcome as they arise from structural features driving revenue
receipts as well as expenditures. Persistent mismatch between growth of
revenue receipts and expenditures leads to persistence of fiscal deficit, which
continues to self-sustain itself due to pressures on interest rates.

5.4  The level of fiscal deficit in relation to the GDP is an important
consideration in deciding whether debt is sustainable in conjunction with the
trend and structure of other important fiscal aggregates like growth rate of the
GDP, interest rate on government borrowing, the tax to GDP ratio, and the
structure and productivity of government expenditures.



Deficits: Manégement of Fiscal imbalances

Table 5.1 : Deficits in Government Account

) ) " Rs incrore
Consolidated Fund .
Receipt . Amount : : . |Disbursememnt Amount
Revenue 281553 Revenue deficit 61642 Revenue 343195
Miscellaneous " - ~ |Capital 29023
capital receipts :
(including
disinvestment) - 1724 .
Recovery of loans - . ‘ Loans & advances
& advances \ 12551 . . v - |disbursement 27359
Sub total CFI (other , o _ oo Sub total CFI (other -
than public debt) 295828 -© .. than Public Debt) 399577
Public debt 560823| - Fiscal deficit 103749 - [Public debt
: repayment 305088
Total (CFI) 856651 - A: Surplus in CFI 151986 704665
27° B: CONTINGENCY FUND
PUBLIC ACCOUNT
Small savings, _ g Small savings,
provident funds etc. 133580 provident funds etc. 294627
Deposits and ' o Deposits and
advances ' 57825 advances ' 52015
Reserve funds 2 17614 Reserve funds 17434
Suspense & . Suspense &
miscellaneous : 5315 miscellaneocus - 2038
Remittances * 401 Remittances 1498
Total Public- C: Deficit in Public Accoumnt: ) ’
Account’ 214736 . 152876 367612

Decrease in cash balance {C-(A+B)} =864 °

1. lncludes Security Deposits of Railways Telephone Application Deposits, Postal Deposits, Forest
Advances, Departmental Advances etc :

2. Includes Depreciation Reserve Funds - Railways, Revenue Reserve Funds - Railways, Sugar Developmem
Funds, Mines Welfare Funds, National Renewal Funds etc

3. Includes amounts awaiting final adjustments in the accounts like Pay and Accounts Office Suspense,
Suspense Account P&T, Defence Railways and Tele-communication, Coinage Accounts, Cheques and
Bils etc.

4. Includes money in transit like Money Orders. RBI Remittances, Small Coin Depot remittances, Mint
remittances etc

5. Receipt of Rs, 27 crore in Contingency Fund of India on account of recoupment of previous years
expenditure. ‘

6. Differs due to rounding off
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Revenue Deficit

The level of revenue deficit is high at 3.15 percent of the GDP.

5.5 Revenue deficit refers to the excess of revenue expenditure over
revenue receipts. It indicates the extent to which the revenue expenditure is
met out of the borrowed funds. Table 5.2 presents the profile of the revenue
deficit for the period 1990-91 to 1999-00.

Table 5.2: Revenue Deficit

Rs in crore
Actuals
Year Bfldget Revenue Revenue I:::te:::e Fovapme iiliclt ey
R receipt expenditure deficit porcent 1 GDF
1990-91 13031 84403 102964 18561 3.26
1991-92 13854 99830 116091 16261 2.49
1992-93 13882 114220 132794 18574 2.49
1993-94 17629 119602 152317 32715 3.81
1994-95 32727 146670 177699 31029 3.07
1995-96 35541 168571 198302 29731 252
1996-97 31475 193718 226372 32654 2.40
1997-98 30265 218299 277732 59433 3.92
1998-99 48068 239889 300456 60567 3.44
OB, TR PSS T BRSO TR )
TGR 17.33 14.13 14.60 16.91
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5.6 Revenue deficit increased marginally in 1999-00 as compared to 1998-
99 from Rs 60567 crore in 1998-99 to Rs 61642 crore, an increase of just 1.77
per cent. This compares favourably with the trend growth rate of 16.91
percent during the nineties. In terms of GDP, it declined by 0.29 percentage
point in 1999-00 compared to 3.44 in 1998-99. The comparison with the
immediate previous years (1997-98 and 1998-99) needs to be qualified
because in those years revenue deficit was unduly high due to payment of
salary arrears. Thus, the fall in the growth rate with respect to the previous
year may not provide much ground for satisfaction. The level of revenue
deficit is still very high at 3.15 percent of GDP. In terms of GDP, if the
average of the first three years is compared with the average for the last three
years of the nineties, the revenue deficit has increased by 0.76 percentage
point of GDP and 240 percent in nominal terms.

Fiscal Deficit: A Longer-term View

The quality of fiscal deficit steadily worsened during the nineties. Nearly
sixty percent of it is being used for current, i.e. revenue expenditure. But
even the remaining part gives little satisfaction as the capital expenditure
financed by it gives returns much lower than the cost of borrowing.

5.7 Fiscal deficit is the excess of total expenditure including loans, net of
repayments, over non-debt receipts comprising revenue receipts and non-debt
capital receipts. Ideally, capital expenditure of the government should be
financed from the revenue surplus. If such a surplus is not available, fiscal
deficit may be used for financing capital expenditure so that assets are created
to match the addition to the liabilities. To some extent, subject to some other
considerations, financing of revenue expenditure by borrowing may be
justified like that on human capital formation. Expenditure on health and
education is expected to lead to an increase in productivity and growth. On the
other hand, even the financing of capital expenditure by borrowing may not be
justified if the return on assets generated by such capital expenditure fall short
of the cost, i.e., the interest rate at which borrowing was possible. Appendix
VI presents the fiscal deficit for the last 24 years.

5.8 Following the initiation of the stabilization policy in India in 1991,
fiscal deficit as a proportion of the GDP (Table 1.11) witnessed a sharp fall by
more than 2 percentage points in 1991-92 from 8.07 to 5.94 in terms of GDP.
It rose again to 8.34 in 1993-94, which was brought down to 5.30 per cent of
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Chart 5.2: Composition of Expenditure Financed by Borrowing
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GDP in 1999-00. Fiscal deficit in 1999-00 still exceeded the budget estimates
of Rs 81220 crore by Rs 22529 crore. The relationship with budget estimates
is discussed further in Chapter 8.

5.9  The trend over the ten-year period indicates a decline in the fiscal
deficit of a little more than half a percentage point of the GDP if the average
of the first three years of the nineties is compared with the last three years
(Table 1.11). Expenditure financed by borrowing during the last 24years are
given in Appendix VIL

Table 5.3: Composition of Expenditure Financed by Borrowing

Rs in crore

i Revenue expenditure Capital Expenditure Loans and Advances
Amount Percent Amount Percent Amount  Percent

1990-91 18561 40.45 13387 29.17 13939 30.38
1991-92 16261 41.87 10873 28.00 11702 30.13
1992-93 18574 39.40 18625 39.51 994 21.09
1993-94 32716 45.64 24698 34.46 14263 19.90
1994-95 31029 49.98 13659 22.00 17391 28.01
1995-96 29731 46.68 16147 25.35 17811 27.97
1996-97 32654 47.85 15249 22.35 20339 29.80
1997-98 59433 56.81 19313 18.46 25875 24.73

- 53.46 19326 17.06 33405 29.48

5.10 Table 5.3 indicates that during the nineties, the proportion of borrowed
funds deployed for revenue expenditure, i.e., to the extent of revenue deficit,
witnessed a steady rise at the expense of capital expenditure. Around
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59.42 percent of the borrowed funds were applied to meet the revenue
expenditure in 1999-00 compared to 40.45 per cent in 1990-91. The
proportion of borrowed funds devoted to capital expenditure mirrors a
corresponding fall during the same period.

Chart 5.3: Revenue Deficit as a proportion of Fiscal Deficit
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5.11 The sources of borrowing have also undergone a change during the
nineties. The government has been veering towards internal debt from the
other two sources, external debt and small savings and provident funds, etc.
(till 1998-99) gradually enhancing the cost of borrowing. Different sources of
borrowing are summarized in Table 5.4.

Table 5.4: Composition of Sources of Borrowing

Rs in crore

Vesir Internal debt (Net)  External debt (Net) Sma:-:‘f::’\"l:lg: :)::tv):dcnt Others’

Amount  Percent Amount Percent Amount Percent Amount Percent
1990-91 20810 48.44 3181 741 20049 46.67 -1083 -2.52
1991-92 18746 48.27 5421 13.96 14394 37.06 275 0.71
1992-93 26351 55.90 5319 11.28 15304 32.46 166 0.35
1993-94 46612 65.03 5074 7.08 23554 32.86 -3564 497
1994-95 20754 33.43 3581 S5 31869 51.34 5875 9.46
1995-96 41402 65.01 318 0.50 21217 33.31 752 .18
1996-97 36606 53.64 2987 4.38 25637 37.57 3012 441
1997-98 44524 42.56 1091 1.04 52826 50.49 6180 5.91

1998-99 70698 62.40 1920 1.69 41396 36.54 -716 -0.63

| The negative figure for 1999-00 is due to investment in government securities in CFl from Public Account.
2 Includes Deposits and Advances (net). Reserve funds (net), Suspense and Miscellaneous (net), Remittances (net)
and Increase (+) and decrease (-) in cash balances.
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Chart 5.4: Changing Composition of Borrowing
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5.12 The reduction of fiscal deficit as a percentage of GDP from
5.39 percent in 1995-96 to 5.30 percent in 1999-00 was achieved through
compression in capital expenditure. As shown in Table 5.5, the impact of
fiscal deficit has mainly been on capital expenditure.

Table 5.5 : Impact of Fiscal Deficit

Percent of GDP
Year Revenue receipt Fiscal deficit Revel!ue Capital
expenditure expenditure
1990-91 14.84 8.07 18.10 2.35
1991-92 15.28 5.94 17.77 1.66
1992-93 15.28 6.31 17.77 249
1993-94 13.92 8.34 17.73 2.87
1994-95 14.52 6.15 17.60 1.35
1995-96 14.26 5.39 16.78 1.37
1996-97 14,22 5.01 16.62 1.12
1997-98 14.40 6.90 18.32 1.27
1998-99 13.64 6.44 17.09 1.10
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Primary Deficit

5.13  Primary deficit is measured by subtracting the interest payments from
fiscal deficit. It is a measure of current year’s fiscal operation after excluding
the hability of interest payment created due to borrowings undertaken in the
past. The profile of primary deficit during the period 1990-91 to 1999-00 is
given in Table 5.6.

Table 5.6: Primary Deficit

Rs in crore

Year Fiscal deficit Interest payment Pri!'nary el dcf.-'c“
deficit (2-3) Percent to GDP
! 2 3 < 5

 1990-9 45887 21498 24389 429
1991-92 38835 26596 12239 1.87
1992-93 47140 31075 16065 2.15
1993-94 71676 36741 34935 4.07
1994-95 62079 44060 18019 1.78
1995-96 63689 50045 13644 1.15
1996-97 68242 59478 8764 0.64
1997-98 104621 65637 38984 2.57
1998-99 113298 77882 35416 2.01
1999-00 103749 94593 9156 0.47

5.14  Improvement in primary deficit would indicate a better nullook‘lhr
future as current operations of the government would be covered by revenue
receipts and non-debt capital receipts. If, however, improvement in the
primary deficit is at the cost of cut back in non-interest. i.e. primary
expenditures, it means undesirably lower provision for services and capital
expenditures. The fall in the average of the primary deficit from 2.77 percent
of the GDP during 1990-93 to 1.68 percent of the GDP during 1997-00
suggest worrying adjustments of that nature.

Monetised Deficit
1999-00 saw for the first time in the nineties a negative monetised deficit.

5.15  Monetised deficit represents increase in the net RBI credit to the Union
government, which is the sum of increases in the RBI's holdings of
government debt, plus any draw down by the government of its cash balance

with the RBI. Monetised deficit adds to reserve money and thereby to money
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supply. The monetised deficit during the last ten years were as given in
Table 5.7. In 1999-00, the net RBI credit to the central government fell in
absolute terms giving rise to a negative monetised deficit of Rs 5587 crore, for
the first time since 1977-78. This unusual development was occasioned by,
according to the RBI's annual report 1999-00, the increased investments of the
scheduled commercial banks in government securities.

Table 5.7: Monetised deficit

Rs in crore
Year Amount Percent to fiscal deficit Percent to GDP
1990-91 14746 32.14 2.59
1991-92 5508 14.18 0.84
1992-93 4257 9.03 0.57
1993-94 260 0.62 0.03
1994-95 2130 343 0.21
1995-96 19855 31.17 1.68
1996-97 1934 2.83 0.14
1997-98 12914 12.34 0.85

1998-99 11800 10.41 0.67

St . & = L

5.16 Projections of alternate deficit indicators in the annual budget is an
indicative exercise whose main purpose should be to hold out a fiscal mirror at
all times during the ensuing year when the various organs of the government
operationalise the budget, to inculcate necessary fiscal discipline. Any
budgetary engineering to hold out highly ambitious projections would run
counter to that intent.
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Chapter 6

MANAGEMENT OF PUBLIC DEBT

Managing Debt: Salient Considerations

6.1 Fiscal liabilities of the Union government arise due to borrowing from
internal or external sources and withdrawals from the public accounts
maintained by the government. Debt management entails decisions regarding
raising of funds through available debt instruments to meet resource
requirements for repayment of debt, discharge of liabilities on the public
account, capital expenditure and such revenue requirements as remain
uncovered by revenue receipts. An efficient management of debt would
suitably synchronise with revenue flows and debt repayment schedules. It
would also require proper assessment of the magnitudes and timing for the use
of debt instruments, and entail use of borrowed resources for productive
purposcs.

6.2 Debt management also calls for working out a suitable mix of
alternative debt instruments, such as internal debt, external debt. and
borrowing from the Central bank. Internal debt puts pressure on the interest
rates. External debt has a bearing on the exchange rate. Borrowing from the
RBI may influence money supply and inflation. Because of interdependence
among economic variables, the effects of borrowing from any channel may
spread across to various sectors and prices.

Aggregate Fiscal Liabilities: Trends and Composition

I'he debt GDP ratio has fallen during the nineties, but the share of
internal debt in total debt has increased.

6.3 Table 6.1 presents total liabilities of the government including internal
debt and external debt reckoned at the current rate of exchange and the Public
Account of India at the end of the financial year during the last ten years. A
distinction needs to be made between external debt at current exchange rates
and external debt at historical exchange rates. The former gives a correct
picture of the outstanding liabilities in rupee terms, although the Union budget
gives external debt at historical exchange rates.

6.4 Total liabilities of the Union government were Rs 1120049 crore at the
end of 1999-00. Total liabilities grew at a TGR of 12.77 percent during the
nineties. Internal debt has risen fastest at a TGR of 16.48 percent whereas

69




The CAG's Report on

Union Government Accounts 1999-2000

external debt has risen at a comparatively lower TGR of 6.52 percent, leading
to a compositional change in the debt structure. Appendix VIII gives the total
liability of the government for the last 24 years since 1976-77.

Table 6.1: Total Liabilities of the Union Government: Trends

Rs in crore
Efa ':‘:::'I'::r‘i’::’l' Small savings, Reserve  Total liability Total liability
Year  [nternal *External Total exchange provident fund and (at current  (at historical
debt debt debt rate} fund ete. deposit  exchange rate) exchange rate)
1990-91 154004 31825 107107 21922 314558
1991-92 172750 109608 282358 36948 121500 23464 427322 354662
1992.93 199100 120813 319913 42269 136802 23752 480467 401923
1993-94 245712 127798 373510 47345 160355 24556 558421 477968
1994-95 266467 142389 408856 50928 192222 28993 630071 538610
1995-96 307869 148583 456452 $1249 213435 33680 703567 606233
1996-97 344475 149077 493552 54239 239042 37919 770513 675675
1997-9% 38R998 161442 550440 55332 291867 42097 884404 778294
| 9958-99 459696 177934 637630 57254 333261 41595 1012486 891806
TGR 16.48 6.52 13.64 6.49 10.47 9.71 12.77 13.78
* External debt at current rate of exchange
Relative share of components of debt (% to total liabilities at current exchange rate)
Int. debt&
small savings
and PF
1991-92 40.43 25.65 66.08 B.65 28.43 549 100.00 68.86
1992-93 41.44 25.14 66.58 880 28.47 494 100.00 69.91
1993-94 44.00 22.89 66.89 K48 28.72 440 100.00 nn
1994-95 4229 22.60 64.89 8.08 30.51 4.60 100.00 72.80
1995-96 43.76 2112 64 88 7.28 30.34 4.79 100.00 74.09
1996-97 471 19.35 64.05 7.04 31.02 492 100.00 5.3
1997-98 43.98 18.25 62.24 6.26 33.00 4.76 100.00 76.99
1998-99 45.40 17.57 62.98 5.65 32.92 4.11 100.00 78.32
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Internal Debt: Continuous Rise

The share of market loans in internal debt has increased while that of
treasury bills has fallen during 1990-91 to 1999-00.

Chart 6. 1
Total Liability of Government of India:
As Percent to GDP (1976-77 to 1999-00)
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Total liabilities of Government of India: Explosive Growth - Chart 6.1 indicates
total liabilites of the Union Government as % of GDP over the period from 1976-77
to 1999-00. These rose to about 60 percent of GDP in 1993-94. Since then there has
been declined. External debt as a percentage to GDP has fallen over the years. On the

other hand internal debt, and liabilities on account of small savings have steadily
increased.

6.5  Internal debt includes market loans, special securities issued to the
RBI, and compensation and other bonds. It also includes borrowing through
treasury bills, non-interest bearing rupee securities issued to international
institutions like the IMF, IBRD, IDA, IFAD. ADB, and the African
Development Bank. The receipts and repayments of internal debt are
accounted for in the CFI.

6.6  Table 6.2 presents the growth of internal debt of the Union government
during 1990-91 to 1999-00. Total internal debt of the Union government
increased during the nineties at the TGR of 16.48 percent per annum. This was
more than the TGR of GDP at current market prices. As percentage to the

GDP, therefore, internal debt increased from 27.08 percent in 1990-91 to 36.5
percent in 1999-00,
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Deposits has remained close to 5-7 percent.

Table 6.2: Growth of Internal Debt

of India.
gone down from 25, 'pﬂhiﬂiuﬂdmpﬁtm ;

Rs in crore
‘ % growth N
Year Qywuing Addition Repa.y ment N::::::i:::n Closiog e balglll‘zsel:E %
balance of principal balance  previous

year year to GDP
1990-91 133193 100313 79502 20811 154004 27.08
1991-92 154004 82307 63561 18746 172750 12.17 26.44
1992-93 172750 93754 67404 26351 199100 15.25 26.64
1993-94 199100 159614 113002 46612 245712 2341 28.60
1994.95 245712 148556 127801 20755 266467 8.45 26.39
1995-96 266467 174207 132805 41402 307869 15.54 26.05
1996-97 307869 200507 163901 36606 344475 11.89 25.29
1997-98 344474 368806 324282 44524 388998 12.92 2567
1998-99  3BR998 385283 314584 70699 459697 18.17 26.14

TGR (%) 14.59 22.715 21.44 23.19 16.48

Note: Minor changes in figures of opening balances are due to prior period adjustments.
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6.7  Table 6.3 presents the changes in the composition of internal debt,
comprising various instruments, viz. market loans, treasury bills, treasury bills
converted into securities, compensation and other bonds, special securities
issued to the RBI, ways and means advances, and special Union government
securities issued against outstanding balances at the end of the last ten years.

Table 6.3: Composition of Internal Debt

Rs in crore
- Treasury i Securities ™ i
As Y% to As % to Bills As % to Tisued fo As % to Compen- As % to
Market Total Treasury Total Total g Total sation and Total
Year Converted International
Loan Internal  Bills Internal liite Internal Plisacisl Internal Other Internal
Debt Debt Securities Debt Institations Debt Bonds Debt
1990-91 70493 45.77 8032 5.22 66000 42.86 6566 4.26 1812 118
1991-92 78003 45.15 12826 742 T1000 41.10 8415 487 1460 0.85
1992-93 81679 41.02 29391 14.76 71000 35.66 14669 7.37 1315 0.66
1993-94 110608 45.02 40982 16.68 71000 2890 20365 829 1711 n.70
1994-95 130934 49.14 40492 15.20 71000 26.64 20366 7.64 2629 0.99
1995-96 164935 5357 45665 14.83 71000 23.06 277 7.40 2452 0.80
1996-97 184028 53.42 64760 18.80 71000 20.6] 19562 5.68 4079 118
1997-98 236525 60.80 25842 6.64 101818 26.17 17100 4.40 4667 1.20
1998-99 305512 66.46 18845 4.10 101818 22.15 21522 4.68 7911 1.72

As % to Ways As% Special As% to Special As% to

Special
- To ML s Cowd | Coed T g
Debt  Advances Debt Securities' Debt Securities’  Debt
1990-91 1101 071 - -- - 154004
1991-92 1046 0.6] - - -- 172750
199293 1046 0.53 - - - 199100
1993-94 1046 0.43 - - - 245712
1994.95 1046 0.39 - - - 266467
1995-96 1046 0.34 307869
1996-97 1046 0.30 - - - 344475
1997-98 1046 0.27 2000 0.51 - - 388998
1998-99 1046 0.23 3042 0.66 - - 459697

_ Special central govemnment securities issued against outstanding balances of small savings as on 31.03.99.
“ Issued against net collection of small savings from 1 April 1999

Treasury Bills: Short-Term Loans through the RBI

6.8  Treasury bills are instruments issued by the RBI on behalf of the Union
government to raise short-term loans ranging between 14 and 364-days
intended to fill transient resource gaps. At present there are four types of
treasury bills: 14-days, 91-days, 182-days, and 364-days. There are two types
of 14-days treasury bills: (i) intermediate treasury bills and (ii) auction
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treasury bills. Following the discontinuance of 91-days tap treasury bills from
April 1997, the government introduced 14-days intermediate treasury bills on
6 June 1997 to enable state governments, foreign central banks and other
specified bodies with whom the RBI has special arrangements, to invest their
temporary surplus funds. The RBI on a weekly basis auctions the 14-days
auction treasury bills.

6.9  Table 6.4 summarises of the growth of outstanding treasury bills vis-a-
vis internal debt of the Union government for the last ten years. The
percentage of treasury bills in the internal debt decreased from 5.21 percent in
1990-91 to 2.59 percent in 1999-00. However, during the five years from
1992-93 to 1995-96, this share ranged between 14 to 18 percent. The decrease
was due to the discontinuance of the 91-days ad-hoc and tap treasury bills
from 1997-98.

Table 6.4: Internal Debt and Treasury Bills

Rs in crore

Total Treasury bills ’l'c.)/:a::s

Vear nermal 14 days _91 daxs 182 days 364 days Total internal
Auction  Ad hoc debt
1990-91 154004 - 3718 3235 1078 - 8031 5.21
1991-92 172750 - 4855 3985 3986 - 12826 742
1992-93 199100 - 5184 15430 - 8777 29391 14.76
1993-94 245712 - 10865 21730 -- 8386 40981  16.68
1994-95 266467 - 8847 23480 8165 40992 1538
1995-96 307869 - 14345 29445 - 1875 45665 14.83
1996-97 344475 - 22389 34130 - 8241 64760 18.80
1997-98 388998 7998 1601 - - 16243 25842 6.64
1998-99 459696 7148 1501 - - 10196 18845  4.10

199900 Tiazs4 a7 MM T o 0 A9 TESH 259

TGR 16.48 -11.14 9.04 6.93

The conversion of the treasury bills to government securities hiked the
RBI interest costs to the government during the nineties.

6.10 The government converted its ad hoc treasury bills in to special
securities at an interest rate of 4.6 percent without any specific date of
maturity. The government also converted 91 days and 364 days treasury bills
in to dated stock at interest rates ranging between 11 to 13.25 percent during
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1992-96. These conversions amounted to a total of Rs 158217 crore (Tables
6.5 and 6.6). The conversion of the short-term means of borrowing in to partly
dated and partly undated securities reflects that the imbalances were not
temporary but long term and structural.

Table 6.5: Ad-hoc Treasury Bills Converted into Securities

Rs in crore

Year of Funding Amount of ad-hoc Treasury Bills Funded
1981-82 3500
1986-87 15000
1987-88 17500
1990-91 30000
1991-92 5000

1997-98 50818

Includes Rs 20000 crore which were converted into market securities during 1997-98.

Table 6.6: Funding of 364/91-Day Treasury Bills

Rs in crore

Year 364-Days Treasury Bills 91-Days Treasury Bills
Amount ('unvertcdﬂtn Dated Stock Amount  Converted into Dated Stock
1995-96 1585 13.25 % Government stock 2000 -
1994-95 8078 11.75 % Government stock 2001 4417 12 % Government stock 1999
101 11.00 % Government stock 1997
1993-94 6946 12.75 % Government stock 1996 4046 12 % Government stock 1995
1992-93 11226 12.50 % Government stock 2004
Total 27936 8463

The payment of higher interest by the government to the RBI and
transfer of surplus by the RBI to the government amounted to little else
than completion of a fruitless accounting circuit.

6.11 The government paid higher interest to the RBI in the nineties for two
reasons: first, a significant portion of the market borrowing devolved on the
RBI; secondly, the system of ad hoc treasury bills was replaced by the ways
and means advances. These changes entailed higher interest costs as explained
in the following paragraphs. Also as seen in chapter 2, the nineties also
witnessed a sharp growth in transfers of the RBI's surplus to the government
as an endogenous resource transfer. Thus, the payment of higher interest by
the government to the RBI and transfer of surplus by the RBI to the
government amounted to little else than completion of a fruitless accounting
circuit.
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Devolvement of Market Borrowing on RBI

A large portion of market loan and treasury bills is not lifted by the
market and devolves on the RBI. In 1999-00, this portion was 30 percent.

6.12  As per the Annual Report of RBI for 1999-00, the devolvement on the
RBI of market borrowings, which were not absorbed by the market during the
last five years is shown in Table 6.7. During 1999-00, the addition of market
loan was Rs.86630 crore. A substantial portion of this, amounting to Rs.27000
crore, devolved on the RBI. Counting the treasury bill amounts also, the total
devolvement on the RBI in 1999-00 was Rs 33140 crore.

Table 6.7: Devolvement of Market Borrowing on RBI

Rs in crore

Year Amount
1995-96 12655
1996-97 3698
1997-98 13028

1998-99 38205

6.13 Table 6.8 gives the details of devolvement of internal debt on the RBI
during 1999-00. During 1999-00, the government raised an amount of
Rs 110400 crore through auction, of which devolvement on the RBI was
Rs 33140 crore constituting 30 percent of the total amount raised.

Table 6.8: Devolvement of Internal Debt on the RBI

Rs in crore

Scrips o Amount
14-Days auction treasury bills 1633
91-Days auction treasury bills 1595
182-Days auction treasury bills 645
364-Days auction treasury bills 2267
Market loans 27000
Total 33140
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Ways and Means Advances

Endogenous resource transfer of the RBI's surplus to the government
conditions the effectiveness of W & M advances as an instrument of fiscal
discipline.

6.14 The Union government and the Reserve Bank of India signed an
agreement in March 1997 to discontinue issuing ad-hoc treasury bills to
replenish Union government’s cash balance with effect from 1 April 1997.
The Union government could now meet temporary mismatches between
receipts and expenditure through ways and means (W&M) advances provided
by the RBI, with their size and cost being determined on the basis of mutual
agreement. Amounts drawn beyond the ways and means advances limit are to
be treated as overdraft. For 1999-00, W&M advances were fixed at Rs 11000
crore and Rs 7000 crore for the first half (April-September) and second half
(October-March) respectively. The interest rate for W&M advances for fiscal
1999-00 was linked to the bank rates and fixed at 8 percent per annum. For
overdraft, the rate of interest was fixed at 10 percent per annum. The transition
from ad-hoc treasury bills to the W&M advances means elimination of
automatic monetisation of fiscal deficit. Unlike ad-hoc treasury bills, W&M
advances are not a source of financing fiscal deficit. As per the agreement,
these advances are to be fully paid off within three months from the date of
making the advances. When 75 percent of the W&M advances are utilised,
RBI would float fresh government securities. Table 6.9 give details of
cumulative amounts of W&M advances obtained by the Union government for
the last three years.

Table 6.9: Ways and Means Advances

Rs in crore
" " Outstanding
Year Opening :Addition [?lschnrge Ways and Means
Balance During the Year During the Year
Advances
1997-98 - 17239 15239 2000
1998-99 2000 92257 91215 3042

6.15 The system of W&M advances was introduced with a view to
imposing fiscal discipline on the government. The government resorted to the
advances on a continuous basis for the major part of the year because of wide
gap between the expenditure and receipts. During 1999-00, the government

7
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also took recourse to overdraft on a few occasions up to maximum of seven
consecutive working days and the maximum amount of overdraft was Rs 3582
crore.

6.16 Table 6.10 provides details of interest paid and the rate of interest
applicable on the various short-term borrowing instruments for the last five
years. In the first year of the changed system using W&M advances, the
interest paid on it was nominal, as the government depended for resources
heavily on 14-days treasury bills and 364-days treasury bills and did not take
much recourse to these advances. Besides, the rate of interest on these
advances was also very low at 3.80 percent in 1997-98. In 1999-00, the rate of
interest on the W&M advances was linked to bank rate, which was fixed at 8
percent per annum for advances within the limits and 10 percent per annum,
for overdrafts. During 1999-00, an outgo of interest amounting to Rs 479 crore
resulted from the continuous recourse to ways and means advance and
overdrafts on a few occasions.

Table 6.10: Interest Paid and Rate of Interest on Short-Term Borrowings

Interest Paid (Rs in crore) ] Rate of Interest (Percent)
Year Treasury Bills
Ad-hoc 14-Days 91-Days WMA |Ad-hoc 14-Days 91-Days WMA

1995-96 * -- *2621 - 4.6 - 12.66 -
1996-97 * - *2879 -- 4.6 - 9.67 -
1997-98 - 357 213 24 -- 5.83 6.80 3.80

" (5.80)
1998-99 -- 270 427 410 - 1.79 8.57 9

Interest paid on ad-hoc T bills, Tap T bills and 91-days auction T bills do not appear separately in
detailed demands for grants.
In the absence of the quarterly average implicit yield of 91-days auction treasury bills, the annual
average implicit yield has been taken into account for determining the rate of interest.

Note: Figures in bracket denote interest in cases of overdraft.

6.17 The effectiveness of the system of the W&M advances, which entail
higher interest costs, as an instrument of fiscal discipline again gets
compromised, because of the reverse flow in the accounting circuit referred to
earlier.
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Market Borrowings

Market borrowings indicated a larger weight for short-tcrm borrowing.
Large amounts of repayments are due in the next five years.

6.18 Market borrowing consists of raising of funds through dated stock
certificates/bonds maturing after specific periods and carrying specific rates of
interest individually. Table 6.11 indicates that the net addition of market loans
has grown at the TGR of 31.55 percent during 1990-91 to 1999-00 while the
repayments have grown at the much higher TGR of 44.35 percent.

Table 6.11: Addition of Market Loans Net of Repayments

Rs in crore

. Opening 3 Net Outstanding

Year leanc:: Recdpt’  Bepayment Addition Market Loa;s
1990-91 62492 8988 987 8001 70493
1991-92 70493 8921 1411 7510 78003
1992-93 78003 4821 1145 3676 R1679
1993-94 81679 30066 1137 28929 110608
1994-95 110608 21250 924 20326 130934
1995-96 130934 39548 5547 34001 164935
1996-97 164935 26998 7905 19093 184028
1997-98 204027 43389 10891 32498 236525

1998-99 236525 83753 14766 68987 305512

TGR (%) 19.82 33.24 44.35 31.55 21.18

6.19 The net accretion to resourccs during 1999-00 after reckoning the
repayments and interest payments was Rs 32171 crore, which is 37 percent of
the actual receipts. The interest payments on market loans increased from
Rs 6366 crore in 1990-91 to Rs 38106 crore in 1999-00, an increase of about
500 percent. The rate of interest on these loans ranged between 5.5 percent
and 14 percent per annum.

6.20 The 1999-00 Annual RBI Report lists a number of problems arising
from a high volume of domestic debt. First, there is little flexibility for the
debt management authority to minimise the borrowing cost in the face of
continuous increases in bond supply. Secondly, a high stock of domestic
marketable debt can raise uncertainty regarding the future interest rate and
shift the market preference for short-term paper resulting in concentration of
debt towards the shorter end. This may lead to problems of bunching of
redemptions and rollovers. To avoid these, all borrowings in 1999-2000 were
above 5-year maturity. The weighted average maturity of market loans during
1999-2000 has increased from 7.7 in 1998-99 to 12.6 years. Table 6.12
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indicates repayments due during 2000-01 to 2005-06. The large volume of
due repayments indicates the compulsion on the government to resort to heavy
borrowing in the next few years to meet these liabilities.

Table 6.12: Repayment Schedule of Market Loans

Rs in crore
Year Amount
2000-01 28321
2001-02 28260
2002-03 28263
2003-04 31252
2004-05 31159
2005-06 27473

External Debt of the Union government

Evaluation of external debt at historical exchange rates understates the
outstanding debt of the government of India. The extent of this
understatement in 1999-00 was by a margin of 6.52 percent of GDP

6.21 Table 6.13 indicates the growth pattern of outstanding external debt at
the close of the financial years at historical and current exchange rates. Since
repayments of principal and payment of interest is made at the current rates of
exchange, it is appropriate to evaluate external debt at these rates. The
understatement of debt in 1999-00 was to the extent of 6.52 percent of the
GDP.

Table 6.13: Growth of External Debt

Rs in crore
Closing As % to
. i = Balance at  GDP at
5 Opening i Repayment Balanceat As% to n
Year Addition gt d Current Current
Balance* of Principal Historical GDP
- Rate of Rate of
Exchange Exchange
1990-91 28344 5339 2158 31525 5.54 NA NA
1991-92 31527 8279 2858 36948 5.66 109608 16.78
1992-93 36950 9625 4306 42269 5.66 120813 16.16
1993-94 42271 10024 4950 47345 5.51 127798 14.87
1994-95 47347 9051 5469 50928 5.04 142389 14.09
1995-96 50931 6759 6441 51249 4.34 148583 12.57
1996-97 51251 9535 6547 54239 3.98 149077 10.95
1997-98 54241 7859 6768 55332 3.65 161442 10.65
1998-99 55335 10014 8095 57254 3.26 177934 10.12
TGR (%) 8.09 3.34 15.03 6.49 10.67

* Change in opening balances due to prior period adjustment.
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6.22 The outstanding amount of external debt at historical exchange rates as
percentage of GDP decreased from 5.54 percent in 1990-91 to 2.99 percent in
1999-00. At current exchange rates, these decreased from 16.78 percent of the
GDP in 1991-92 to 9.51 percent.

The net inflow of external debt is negative.

6.23 Table 6.14 shows net inflows of external debt (addition during the year
minus repayment of principal and payment of interest) during the last decade.
It indicates that the pressure of debt servicing has turned the net inflow of
external debt negative from the year 1994-95. The net inflow as percentage of
debt servicing was negative 4.91 percent in 1994-95, which became negative
34.65 percent in 1999-00

Table 6.14: Net Inflow of External Debt

Rs in crore

Addition Debt Servicing
Year  During the Interest Net Inflow o Inﬂ(_ntv i
Year Repayment Payment oA
1990-91] 5339 2159 1834 1346 25.21
1991-92 8279 2858 2704 277 32.82
1992-93 9625 4306 3529 1790 18.6
1993-94 10024 4950 3724 1350 13.47
1994-95 9051 5469 4026 (-) 444 (-)4.91
1995-96 6759 6441 4414 (-) 4096 (-) 60.60
1996-97 9535 6547 4223 (-) 1235 (-) 12.95
1997-98 7859 6768 4110 (-) 3019 (-) 38.41
1998-99 10014 8095 4364 (-) 2445 (-)24.42

(199900 9893 §73 4508 (3428 (3465
6.24 Ason 31 March 2000, unutilised committed external assistance was of
the order of Rs 56917 crore. The low rate of utilisation of external assistance
is particularly worrying now, when net inflows have turned negative. Much of
the unutilised external assistance is for projects in the infrastructure sector
(details in Appendix IX).

Unutilised Committed External Assistance

Large amounts of committed external assistance remains unutilised,
necessitating avoidable commitment charges

6.25 Table 6.15 shows that large amounts of committed external assistance
has remained unutilised. The Standing Committee on Finance (1995-96) —
Tenth Lok Sabha, in their Thirteenth Report, took a serious view of the fact
that a significant portion of the country’s external debt is lying unutilised and
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the country has to pay commitment charges on these undrawn amounts. The
Committee felt that there was an urgent need to review these foreign aided
projects so as to identify the reasons for delay in their implementation and
recommended that suitable steps should be taken to improve the utilisation of
loans.

Table 6.15: Unutilised Committed External Assistance

Rs in crore
Year Amount
1990-91 50551
1991-92 70826
1992-93 74587
1993-94 46003
1994-95 48347
1995-96 48574
1996-97 44771
1997-98 47031
1998-99 50157

6.26 The Public Accounts Committee in 1968-69 in paragraph 2.35 of its
Fifty Fifth Report (Fourth Lok Sabha) and the Estimates Committee in
paragraph 4.38 of its Eleventh Report (Fourth Lok Sabha) have expressed
concern on the payment of commitment charges. Commitment charges are to
be paid on the amount of principal rescheduled for drawal on later dates. As
there is no distinct head in the accounts for reflecting the payment of
commitment charges, it is shown under the head of interest obligation.
Table 6.16 indicates charges paid to various bodies/governments during the
last ten years.

Table 6.16: Commitment Charges

Rs in crore

A A Year  ADB  France Germany IBRD Sweden Total

X 1990-91 773 134 263 3114 1989 6273
| 199192 13.07 105 403 4023 099  59.40
199293 21.68 122 459 408 072 6839

1993-94 2904 041 415 3479 131  69.70

199495 3180 022 257 2425 079 59.63

1995-96 3537 030 243 2012 072 5894

1996-97  31.66 0.27 209 2141 048 55091
1997-98  25.74 0.25 1.60  22.06 -~ 49.65
1998-99  22.83 0.21 0.66 23.89 - 4759
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6.27 A scrutiny of the Revolving Fund Accounts in the office of the
Controller of Aid Accounts and Audit revealed that three IBRD assisted
World Bank Projects were not completed in time which resulted in avoidable
payment of additional commitment charges of US$ 1499926 (Rs 6.29 crore) as
per details given below. Timely completion of these projects could have
saved the Union government this additional burden as seen in the Table 6.17.

Table 6.17: Avoidable commitment charges

Additional
Lasn Stipulated Date of Amount of
- Name of the Project Date of Completion Commitment
Completion  Extended by Charges
(InUSS)
3334-0IN Industrial Pollution Control Project 30.07.1998 31.03.1999 22223.60
3024-OIN  Naptha Jhakri Power Project 31.12.1997 31.03.2002 746368.76
3237-OIN  Northern Region Transmission
Project 30.09.1998 30.09.2000 731334.04
Total Additional Commitment Charges 149992640

Growth in Contingent Liabilities of the Union Government

The government did not effectively monitor the recovery of guarantee
fees.

6.28 Government gives guarantees to promote certain economic enterprises
by 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 need for infrastructure and participation by the private sector in
projects requiring large investments.

6.29 Table 6.18 gives the position regarding the maximum amount of
guarantees and sums guaranteed outstanding at the end of the financial year
during 1990-91 to 1999-00.
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Table 6.18: Guarantees Given by Union Government

Rs in crore
Maximum amount Sums Gﬁ::;r::ﬁ
Position at the of guarantee for  Guaranteed  External Outstanding as %
which government Outstanding Guarantees
end of the year to sums
have entered into  (Internal and Outstanding G d
Agreement External) PR
. Outstanding
1990-91 49353 40394 21740 53.82
1991-92 55063 46744 20908 44.73
1992-93 79552 58027 28988 50
1993-94 84738 62857 30626 48.72
1994-95 89563 63153 30268 47.93
1995-96 94761 65573 29345 44.75
1996-97 124705 69748 30839 4421
1997-98 122044 73877 33445 4527
1998-99 125210 74606 36530 48.96

Table 6.19: Guarantee Fee

Rs in crore

Sums guaranteed oulsmnding]

Guarantee fee due

Total As % to total

b Internal External Total Internal External Total I’E:::::itve:d o:;‘:ﬂ":;g
1990-91 18654 21740 40394 187 261 448 13 0.03
1991-92 25836 20908 46744 258 251 509 2 --
1992-93 29039 28988 58027 290 348 638 41 0.07
1993-94  3223) 30626 62857 322 368 690 82 0.13
1994-95 32885 30268 63153 329 363 692 194 0.31
1995-96 36228 29345 65573 362 352 714 167 0.25
1996-97 38909 30839 69748 389 370 759 146 0.21
1997-98 40432 33445 73877 404 401 805 221 03
1998-99  3R076 36530 74606 381 438 819 320 0.43

6.30 Ministries/Departments of the government are required to levy
guarantee fee at the rate of one percent on internal and 1.2 percent on external
borrowings as per the instructions of the Union government. Guarantee fee
was 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 rate. Table 6.19 indicates that the recoveries of guarantee fee have
not been effectively made, resulting in short recoveries, despite the
instructions of the Union government.
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Ceiling on Borrowings and Parliamentary Control

l'he government has not fixed a limit on borrowing with the approval of
Parliament despite recommendations from the Public Accounts
Committee and the Estimates Committee.

6.31 The Union government is empowered under Article 292 of the
Constitution of India to “borrow upon the security of the Consolidated Fund of
India, within such limits, if any, as may be fixed by Parliament by law.”
Clearly total borrowings should bear some proportion to the receipts in the
CFIl. The Public Accounts Committee (PAC) had recommended the fixation
of such a limit on the borrowing power of government under this Article vide
para 15 of their Ninth Report (1962-63-Third Lok Sabha), para 5 of their
Thirty-Sixth Report (1964-65-Third Lok Sabha) and para 2.13 of their Fifty-
Second Report (1965-66-Third Lok Sabha). The Estimates Committee in para
1.192 of their Twelfth Report (1991-92-Tenth Lok Sabha) had also made
similar recommendations. Presently, debt service obligations outstrip revenue
receipts, debt receipts constitute more than half of the government receipts,
and debt servicing absorbs more than half of the government disbursement.
Evidently, the recommendations of the PAC and the Estimates Committee
only underscore the urgent need to contain debt. However, the government has
so far not acted on these recommendations and has not fixed any limit on its
borrowing, with the approval of the Parliament.

6.32 As a result of the sharp rise in debt servicing, an overwhelming
proportion of the total disbursement out of the CFI is charged on the Fund, i.e.,
it is not subject to the vote by Parliament. Less than one-third of the total
budgetary expenditure is now within the ambit of the discretion of Parliament
and is subjected to vote. During 1999-00, out of a total disbursement of
Rs 704665 crore from the CFI, 64.32 percent, i.e., Rs 453209 crore was
charged. Of the charged expenditure, 88.19 percent was applied towards debt
service obligations, i.e. for repayments and interest payments.
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Chapter 7

MANAGEMENT OF PUBLIC ACCOUNT

Public Account Receipts

7.1 The public account consists of the NSSF, provident funds, insurance
funds, pension funds, deposits and advances, and suspense accounts; and,
carries forward its balances annually. Some reserve funds within it bear
interest and some do not. The Government is the custodian, not the owner, of
the moneys in the public account. It does, however, utilize the available
surplus to the public account to meet its expenditure requirement, which adds
to government’s aggregate liability.

7.2 In recent years, the Union government has been drawing progressively
larger amounts from the public account. Prudent management of the public
account would require better certitude in projections of additions to the
concerned funds, repayment/interest payments from out of these funds, and the
cost of borrowing, holding, and administering these funds. As the net
increment to public account balance provides funds rather automatically, the
government needs to administer the utilization of withdrawals from it in a
manner that returns, at the least, balance the costs.

Major Components of the Public Account: Growth Profile

Largely, small savings and provident funds helped the government to
finance a significant part of its fiscal deficit.

7.3  Table 7.1 presents the growth profile of small saving during 1990-91
to 1998-99. The changes in 1999-00, with the NSSF, are outlined in Table 7.3.
It indicates that the annual addition to the small savings has been growing at
the TGR at 16.27 percent per annum. The annual addition in 1998-99 was
Rs 54829 crore amounting to 3.12 percent of the GDP. The proportion of this
annual addition that goes for repayment has varied between 24.84 percent and
50.37 percent during the period 1990-91 to 1998-99.
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-
Table 7.1: Growth of Small Savings
Rs in crore
Net
Year Opemvmg Ad dlu tion ]Repaymem Adldlntn?n net addition as Closing
balance of principal repayment % of total  balance
) . addition
1990-91 41791 - 17666 9357 8309 47.03 50100
1991-92 501 00 17251 11597 5654 3277 55755
1992-93 55755 17605 13232 © 4373 24.84 60127
1993-94 60127 2473] 17574 - 7157 28.94 67285
1994-95 67284 34438 20012 14426 41.89 81710
1995-96 81710 32810 22734 10076 30.71 91786
1996-97 91786 33339 21197 12142 . 36.42 103928
1997-98 103928 46194 25785 - 20409 44.18 124337
1998-99 124337 54829 27209 27620 50.37 151957
-TGR C 1399 . 16.27 - 14.01 20.20 3.38 14.74
' : Percent to GDP
1990-91 - 135 3.1 1.65 1.46 " 8.81
1991-92 - 767 2.64 1.78 0:87 8.53
1992-93 7.46 2.36 1.77 059 8.04
1993-94 7.00 2.88 2.05 0.83 7.83
- 1994-95 6.66 341 1.98 1.43 T 8.09
1995-96 _ 6.91 2,78 1.92 0.85 7.77
1996-97 6.74 245 1.56 0.89 7.63
1997-98 6.86 3.05 L7 0 13S _ 8.20
1998-99 7.07 312 1.55 1.57 . 8.64

74  Two features are especially noticeable in the growth profile of small
savings: one, there has been a considerable rise in the net addition to small
.savings since 1996-97; secondly, nearly 1.57 percent of the GDP came from
the net addition to small savings to the fiscal rescue of the government during
the last year under the old system.

7.5 Table 7.2 outlines the pattern of growth in the balances of the
provident funds. The period covered is. 1990-91.to 1998-99. In 1999-00, the
PPF went into'the NSSF, and the staté provident funds remained under the old
arrangement. Flows for these are separately shown in Table 7.2, -while the
position of the PPF is shown in Table 7.3. The annual addition to the
prov1dent funds has grown at the TGR of 19.96 percent whereas the
repayments show a TGR of 16.94 percent over 1990-91 to 1998-99.
Resultantly, the net addition has grown at a higher trend rate of 22.71 percent.
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In recent years, the net addition as percentage of total addition has gone up
significantly. This ratio was 47.5] percent in 1990-91. By 1998-99 it increased
to nearly 59 percent.

Table 7.2: Growth of Provident Funds

e e __ Rsincrore
Net
var  OBTIE agsion Sernt e tidien s Gl
repayment , qdition

1990-91 9669 4212 2211 2001 47.51 11670
1991-92 11670 4797 2539 2258 47.07 13927
1992-93 13925 5886 2934 2952 50.15 16877
1993-94 16876 7133 3417 3716 52.10 20592
1994-95 20592 8141 4008 4133 50.77 24725
1995-96 24721 9561 4643 4918 51.44 29639
1996-97 29611 11130 5714 5416 48.66 35027
1997-98 35026 14755 6339 8416 57.04 43442
1998-99 43440 18784 7723 11061 58.89 54501
TGR 20.52 19.96 16.94 22.71 230 . 2093

Percent to GDP
1990-91 170 074 039 0.35 205
1991-92 1.79 0.73 0.39 0.35 2.13
1992-93 1.86 0.79 0.39 0.39 2.26
1993-94 1.96 0.83 0.40 0.43 2.40
1994-95 2.04 0.81 0.40 0.41 2.45
1995-96 2.09 0.81 0.39 0.42 2.51
1996-97 2.17 0.82 0.42 0.40 2.57
1997-98 231 0.97 0.42 0.56 2.87
1998-99 247 1.07 0.44 0.63 3.10

Flows of State Provident Funds Rs in crore

7.6  Table 7.3 shows the transactions of the NSSF in 1999-00. Starting with
an opening balance of Rs. 151957, the NSSF ended the year with a balance of
only Rs. 973 crore. This was because the small savings part of the NSSF
closed with a negative balance of Rs. 28687 crore. The major outflow was
investment of Rs. 212137 crore in the government securities.
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Table 7.3: Transactions of the NSSF:
Small Savings, Public Provident Funds: 1999-00

Rs in crore

Small Savings Public Provident Fund Total
Opening Balance 151957 24264 176221
Collections 65776 9659 75435
Interest Receipts 20265 20265
Total Addition 86041 9659 95700
Repayment 34848 2016 36864
Investment 212137 212137
Interest Payments 17951 2247 20198
Management Cost 1749 1749
Total Outflow 266685 4263 270948
Closing Balance -28687 29660 973

7.7  Table 7.4 indicates the position of other accounts pertaining to special
deposits and non-government provident funds over 1990-91 to 1999-00. Here
the TGR of repayments is much higher than the TGR of annual additions to
the funds. As a result, the net additions have been falling shéwing a negative

TGR.
Table 7.4: Other Accounts
(Special Deposits and Non-Government Provident Funds, etc.)
__ aseams s . o o5 0= L - - - Rs in crore
g - Net addition .
Vear QU aagion SO AU i ot (10
addition

1990-91 35597 13029 3260 9739 74.75 45336
1991-92 45336 10053 3571 6482 64.48 SI8IR
1992-93 51818 11685 3706 7979 68.28 59797
1993-94 59797 16243 3562 12681 78.07 72477
1994-95 72477 16066 2756 13310 82.85 85787
1995-96 85787 16508 10285 6223 37.70 92010
1996-97 92009 17178 9100 8078 47.03 100087
1997-98 100087 32818 8818 24000 73.13 124087
I‘):)_}f-?‘_) 124087 2272{ S IYSOEC(J 2_‘/‘ 15 13.06
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Percentage to GDP

Net addition

s addition o
1990-91 6.26 2.29 0.58 1.71 7.97
1991-92 6.94 1.54 0.55 0.99 7.93
1992-93 6.93 1.56 0.50 1.07 8.00
1993-94 6.96 1.89 0.41 1.48 8.44
1994-95 T.18 1.59 0.27 1.32 8.49
1995-96 71.26 1.40 0.87 0.53 1.78
1996-97 6.76 1.26 0.67 0.59 7135
1997-98 6.60 2,37 0.58 1.58 8.19
1998-99 7.06 1.18 1.03 0.15 7.21

Change in opening balance due to prior period adjustment and rounding.

7.8  Table 7.5 presents the profile of balances and annual growth in the
deposits. The annual additions have grown at the TGR of 8.26 percent and the
repayments at the TGR of 7.41 percent. There is considerable volatility in the
net addition as percentage to total addition.

Table 7.5: Growth of Deposits

Rs in crore
Addition net Net addition

vear  OPCMNE  \4gition RepAyment of  as%oftotal ClO%iNE
balance of principal s balance
repayment  addition

1990-91 16893 17352 15335 2017 11.62 18910
1991-92 18910 20027 19031 996 4.97 19906
1992-93 19906 21087 21112 -25 0.12 19881
1993-94 19895 21915 21406 509 2.32 20404
1994-95 20404 25139 22217 2922 11.62 23326
1995-96 23325 28031 24044 3987 14.22 27312
1996-97 27299 33637 31337 2300 6.84 29599
1997-98 29599 35893 31682 4211 11.73 33810

1998-99 33809 27103 25330 6.54 35582

1773

TGR 8.75 8.26 7.41 9.54

Percent to GDP
1990-91 297 3.05 2.70 0.35 3.32
1991-92 2.89 3.07 291 0.15 3.05
1992-93 2.66 2.82 2.82 0.00 2.66
1993-94 2.32 2555 2.49 0.06 2.37
1994-95 2.02 249 2.20 0.29 2.31
1995-96 1.97 237 2.03 0.34 2.31
1996-97 2.00 247 2.30 0.17 2.17
1997-98 1.95 2.37 2.09 0.28 2.23
1998-99 1.92 1.54 1.44 0.10 2.02

Change in opening balance due to prior period adjustment and rounding.
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7.9  Table 7.6 provides the growth profile of reserve funds. Some important
interest bearing reserve funds are: depreciation reserve fund for railway
commercial lines and railway strategic lines; depreciation reserve fund for
government commercial departments and undertakings; telecommunication
capital reserve fund; and railway capital fund. Examples of some non-interest
bearing reserve funds are: relief fund, central road fund, and roads and bridges
funds. The TGR of repayments is more than the TGR of additions. In 1998-99,
repayments became more than the additions.

Table 7.6: Growth of Reserve Funds

Rs in crore
Ovenin Repavment Addition Net addition Closin
Year PENINE 4\ ddition Py netof  as % of total 8
balance of principal - balance
repayment  addition
1990-91 2496 5203 4686 517 9.94 3012
1991-92 3012 5907 5363 544 9.21 3558
1992-93 3560 7574 7263 311 4.11 3871
1993-94 3873 9114 8834 280 3.07 4152
1994-95 4153 11356 9842 1514 13.33 5667
1995-96 5672 13907 13211 696 5.00 6368
1996-97 6275 14643 12597 2046 13.97 8321
1997-98 7876 15820 15409 411 2.60 8287
1998-99 8288 14730 17006 -2276 -15.45 6012
TGR 13.39 14.73 16.38 10.30
Percentage to GDP

1990-91 0.44 0.91 0.82 0.09 0.53
1991-92 0.46 0.90 0.82 0.08 0.54
1992-93 0.48 1.01 0.97 0.04 0.52
1993-94 0.45 1.06 1.03 0.03 0.48
1994-95 041 1.12 0.97 0.15 0.56
1995-96 0.48 1.18 1.12 0.06 0.54
1996-97 0.46 1.08 0.92 0.15 0.61
1997-98 0.52 1.04 1.02 0.03 0.55
1998-99 0.47 0.84 0.97 -0.13 0.34

Change in opening balance due to prior period adjustment and rounding.

7.10 In sum, it can be said that for reserve funds and special deposits
repayments have overtaken the growth of annual additions. The deposits have
grown almost at par. The main sources for additional funds for the government
are provident funds and small savings. In recent past, these funds have
provided large net additions relative to total additions, and the government has
dipped into these to finance its fiscal deficit.



Chapter- 8 :
BUDGIE’H‘}ING ANA}LYS]IS @PF ES’MMA’E‘ES
The Annual Bu«ﬂget Srgmﬁcance of” Estnmates

8.1  The budget presents three sets of ﬁgures (a) actuals for the precedrng '
year, (b) revised estimates for the current year, and (c) budget estimates for the
forthcoming financial year. This- chapter contams comments as regards the
quality of fiscal marksmanship by comparlng budget estimates with the
~ corresponding actuals. - ' :

8.2 Several reasons account for the departures of budget estrmates from
their cotresponding realisations, One actuals may differ fromthe estimates
because of unanticipated and random’ external events that affect. growth of
output and therefore tax bases. Secondly, methodologrcal madequacres may
lead to underestlmatron or overestimation of expendltures or revenues. If there .
is an .estimation error arising because of systemic - influences . affecting
resources or expenditures, these will be reflected in pers1stent over or under ‘
‘estimation of the relevant . budgetary magmtudes Thirdly, it mlght be
convenient at times to under pI‘O_]eCt some cr1t1ca1 numbers like the revenue
“and ﬁscal deﬁcrts and over pI‘O_]eCt others hke tax or non=tax fevenues. = -

8.3  Changes in revenues in the forthcomlng year depend not on]ly on
changes that affect tax rates, exemptions, definitions, etc., but also on changes
that occur in the tax bases and tax comphance which may depend to some
extent on exogenous factors. Expendltures on the other hand, are budgeted on
the  basis” of demands for- grants that ‘emanate from various A
_, minrstrres/departments While some expendrtures are committed and/or
‘charged on the CFI, others are voted by ]Parhament ]Efficrent budgetlng would
require. “that, in' both cases; “the govemment antrclpates extemal events and
broad trends of the economy and - presents estrmates ‘of resources and
expenditures with a fair degree of certltude S

92




Budgeting: Analysis of Estimates

Estimating Revenue and Fiscal Deficits

The Union budget has persistently under estimated revenue and Fiscal
Deficits.

84  Table 8.1, which presents the budget estimates and corresponding
actuals for revenue and fiscal deficits in the Union budget for the period 1990-
91 to 1999-00, indicates that the budget estimates were wide off the mark.
Furthermore, the error was almost always unidirectional, viz. the budgets
under projected the deficits. The extent of under-projection has often been

Chart 8.1: Revenue and Fiscal Deficit:
Comparison between BE and Actuals

percent to GDP
— M w =N (6]
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Chart 8.1 indicates the budget estimates of revenue and fiscal deficits against their actuals. The
actuals are seen to exceed the estimates quite consistently.

large. For revenue deficit, but for two years in the mid nineties, the deficit
was always under estimated and the extent of under estimation has been as
high as 49.08 percent. For fiscal deficit, there was under projection in nine out
of ten years, and the extent of error was highest at 38.67 percent in 1993-94,
and only a little lower, at 37.44 percent, in 1997-98. For both revenue and
fiscal deficits, in the last three years in the nineties, estimation errors were
large ranging from 20 to 50 percent of the respective actuals.
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8.5  Revenue and fiscal deficits are one of the key indicators of the fiscal
health of an economy. A low level of revenue deficit is considered desirable.
Reduction in fiscal deficit relative to the GDP is also considered desirable,
especially if the debt position is not sustainable and the interest payments are
high. Projecting improvements in revenue and fiscal deficits therefore signals
a better management of government finances. The trend analysis over the last
ten years suggests, however, that there might be a tendency to under project
the likely level of these deficits; and to hold out, as it were, a rosier picture.
Persistence of the errors in one direction further indicates that the government
has not really brought about much improvement in the methodology of
projections and have taken little lessons from the past errors. The following
paragraphs present a study of the quality of estimation of individual
components on the side of resources as also expenditures to further look at the
sources of errors in determining the deficits.

Table 8.1: Budget Estimates vis-a-vis Actuals: Revenue and Fiscal Deficits

Rs in crore
Revenue deficit | Fiscal deficit
Difference Difference
YO  BE  Actual mﬁ::::lﬂ as%of BE  Actual m‘::;:':g as % of
Actual Actual

1990-91 13031 18561 5530 29.79 38004 45887 7883 17.18
1991-92 13854 16261 2407 14.80 41838 38836 -3002 -1.73
1992-93 13882 18574 4692 25.26 42674 47140 4466 947
1993-94 17629 32715 15086 46.11 43959 71677 27718 38.67
1994.95 32727 31029 -1698 -5.47 54915 62079 7164 11.54
1995-96 35541 29731 5810  -19.54 57634 63689 6055 9.51
1996-97 31475 32654 1179 3.61 62266 68242 5976 8.76
1997-98 30265 59433 29168 49.08 65454 104621 39167 3744
1998-99 48068 60567 12499 20.64 91025 113298 22273 19.66
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Estimating Receipts

The government have persistently overestimated the receipts: 1999-2000
was a notable exception in recent years.

8.6  Table 8.2 shows the budget estimates and corresponding actuals of
revenue receipts, non-debt capital receipts, recovery of loans and advances and
receipt of public debt. In each case, the difference has also been shown as a
percentage of the actual.

8.7  Revenue receipts were overestimated in seven out of ten years, the
highest deviation between the budget estimates and the actuals was more than
9 percent of the actual. Except for 1994-95 and 1995-96, in all the other years,
there was an overestimation of revenue receipts. This indicates that some
systemic elements have been missed out in preparing the budget estimates.
The year under review, 1999-00, however was an exception where the
realisations turned out to be higher.
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8.8  The tendency to overestimate receipts was however most pronounced
in the case of non-debt capital receipts, which mainly come from
disinvestments. In six out of nine years, actuals fell short of the budgeted
amounts and the percentage variations are rather large.

8.9 A similar tendency of overestimation is noticeable in the case of
recovery of loans and advances. In this instance, overestimation has become
visible since 1993-94. In the case of receipts from public debt, in seven out of
ten years, actuals have turned out to be lower than the budgeted amounts.

Table 8.2: Budget Estimates vis-a-vis Actuals: Revenue Receipts, Non-Debt
Capital Receipts, Recovery of Loans and Advances, and Public Debt

Rs in crore
Revenue receipts (net) l Non debt capital receipts

Difference Difference
aur BE Actual m?::::l!: as % to BE Actual miAl::ut:.I:E as % to
actual actual

1990-91 87769 84403 -3366 -3.99 0 0 0
1991-92 100249 99830 419 -0.42 2500 3038 538 17.71
199293 114518 114220 -298 -0.26 2500 1961 -539 -27.49
1993-94 130851 119602 -11249 -9.41 3500 48 -3548  7391.67
1994-95 142922 146670 3748 2.56 4000 5607 1607 28.66
1995-96 160586 168571 7985 4.74 7000 1397 -5603  -401.07
1996-97 198254 193718 -4536 -2.34 5000 455 -4545 -998.90
1997-98 231076 218299 -12777 -5.85 4800 912 -3888 -426.32
1998-99 247315 239889 -7426 -3.10 5000 5874 874 14.88
Recovery of loans and advances Receipt of Public Debt

Difference Difference
b R R At %t BE  Acual MU asvi
actual actual
1990-91 5685 6769 1084 16.01 138921 105652 -33269 -31.49
1991-92 6778 7001 223 3.19 105672 90586 -15086 -16.65
1992-93 7608 7678 70 0.91 97536 103379 5843 5.65
1993-94 8073 7611 -462 -6.07 111500 169638 58138 3427
1994-95 7831 6507 -1324 -20.35 207085 157607 -49478 -31.39
1995-96 7862 6999 -863 -12.33 221948 180966 -40982 -22.65
1996-97 8184 8696 512 589 233674 210042 -23632 -11.25
1997-98 9916 9596 -320 -3.33 262772 376665 113893 30.24
1998-99 11560 13189 1629 12.35 412547 395297 -17250 -4.36

Receipts from the Public Account have been generally underestimated.

8.10 For public account receipts, the tendency to overestimate receipts is
reversed. Actuals have turned out to be higher than the budgeted magnitudes in all
the ten years and the percentage variation relative to the actuals have always been
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higher than 20 percent. This indicates.that the government is falling back more
and more on the public account for meeting its unanticipated shortfall in receipts.

Estimating Disbursements

Revenue expenditures have been generally underestimated, and capital
expenditures, overestimated.

8.11 On the side of disbursements/expenditures, the budget estimates reflect
the tendency of underestimation of revenue expenditures and disbursement of
loans and advances. On the other hand, capital expenditure is overestimated and
the repayment of debt is also generally overestimated.

8.12 Table 8.3 indicates that in the case of revenue expenditure, for nine out of
ten years, the budget estimates have fallen short of the actuals. On the other hand,
in six out of ten years, actual capital expenditure fell short of the budgeted
amount. This indicates that capital expenditure has been used to partially bear the
burden of adjustment when resources have fallen short of expectations.

Table 8.3: Budget Estimates vis-a-vis Actuals: Revenue and Capital Disbursement, Disbursement

of Loans and Advances and Repayment of Debt
Rs in crore

Revenue Expenditure Capital Expenditure
- BE  acwa A el BE Actual e o actual
1990-91 100800 102964 2164 2.10 14165 13387 -778 -5.81
1991-92 114103 116091 1988 1.71 16947 13911 -3036 -21.82
1992-93 128399 132794 4395 3.31 20825 20586 -239 -1.16
1993-94 148480 152317 3837 2.52 19796 24650 4854 *19.69
1994-95 175649 177699 2050 1.15 20618 19266 -1352 -7.02
1995-96 196128 198302 2174 1.10 16122 17544 1422 811
1996-97 229729 226372 -3357 -1.48 15702 15704 2 0.01
1997-98 261341 277732 16391 5.90 19174 20225 1051 5.20
1998-99 295383 300456 5073 1.69 28168 25200 -2968 -11.78
Disbursement of loan and advances Repayment of Debt
Year i i
Tk
1990-91 16492 20708 4216 20.36 119871 81661 -38210 46.79
1991-92 20315 18703 -1612 -8.62 84149 66419 -17730 -26.69
1992-93 18076 17619 457 -2.59 75040 71710 -3330 -4.64
1993.94 18106 21874 3768 17.23 90629 117951 27322 23.16
1994-95 19895 23898 4003 16.75 168638 133271 -35367 -26.54
1995-96 22356 24810 2454 9.89 184928 139246 45682 -32.81
1996-97 28923 29035 112 0.39 201914 170448 -31466 -18.46
1997-98 31325 35471 4146 11.69 227229 331050 103821 **31.36
1998-99 36241 46594 10353 22.22 359080 322679 -36401 -11.28

*

Owing mainly to issue of special secunties to nationalized banks, which increased from Rs 701.25 crore in 1992-93 10
Rs 5722.77 in 1993-94.

Owing mainly to deposits from oil companies in petroleum bonds, which they received from the Union government in
repayment of their dues accumulated in oil pool deficit accounts.
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8.13 Table 8.3 also indicates that disbursement of loans and advances has
consistently been more than the budgeted amount since 1993-94. The
difference has been maximum in 1998-99 amounting to 22.22 percent of the
actual outcome.

8.14 Table 8.4 gives a consolidated view of the quality of budget estimates
pertaining to the disbursements from the CFI. The tendency of overestimation
of some components and underestimation of others, as noted above leads to an
overall picture of overestimation of disbursement from the CFI. In seven years
out of the ten years, there has been an overestimation of disbursements. This
bias has become more pronounced since 1994-95, where with the exception of
one year, there has always been overestimation of disbursement.

Table 8.4: Budget Estimates vis-d-vis Actuals: Total Disbursement of Consolidated Fund, Discharges of
Liabilities of Public Account, Contingency Fund and Total Disbursement

Rs in crore
Total Disbursement of Consolidated Fund Discharges of liabilities of Public Account
Year Difference Difference
BE Actual Actus) as % to BE Actual Actesl as % to
minus BE minus BE
actual actual
1990-91 251328 218721 -32607 -14.91 27489 41871 14382 34.35
1991-92 235514 215124 -20390 -9.48 32596 51824 19228 37.10
1992-93 242340 242709 369, 0.15 37424 57895 20471 35.36
1993-94 277011 316792 39781 12.56 45959 68740 22781 33.14
1994-95 384800 354134 -30666 -8.66 55141 71157 16016 2251
1995-96 419534 379902 -39632 -10.43 60192 89381 29189 32.66
1996-97 476268 441559 -34709 -7.86 59827 99134 39307 39.65
1997-98 539069 664478 125409 18.87 62124 109704 47580 43.37
1998-99 718872 694929 -23943 -3.45 77557 118876 41319 34.76
Contingency Fund Total Disbursement
Difference Difference
Year
BE Actual Actasl as % to BE Actual Atut) as % to
minus BE minus BE
actual actual
1990-91 -- - 0 0.00 27817 260592 232775 89.33
1991-92 0 0.00 268110 266948 -1162 -0.44
1992-93 0 0.00 279764 300604 20840 6.93
1993-94 0 0.00 322970 385532 62562 16.23
1994-95 0 0.00 439941 425291 -14650 -3.44
1995-96 0 0.00 479726 469283 -10443 -2.23
1996-97 0 0.00 536095 540693 4598 0.85
1997-98 0 0.00 601193 774182 172989 22.34
1998-99 27 27 100.00 796429 813832 17403 2.14
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Budgeting: Analysis of Estimates

Budget estimates of discharge of public liabilities have fallen short of
actuals in all the years during the nineties without exception.

8.15 This tendency is however reversed in the case of discharge of public
liabilities also shown in Table 8.5, where the budget estimates have fallen
short of the actuals by a wide margin in all the ten years without exception. In
eight of these ten years, the prediction error has been more than 30 percent of
the relevant actuals.

Estimating tax and non-tax revenues

8.16 Table 8.5 indicates the direction of error in estimating tax and non-tax
revenues. The pronounced bias is that of over-estimating revenues. In eight
out of ten years, leaving two years in the mid-nineties (1994-95 and 1995-96),
tax revenues were over-predicted. This was also the general direction of error
in non-tax revenues up to 1997-98. In the last two years, non-tax revenues did
better than expectations.

Table 8.5: Estimating Tax and Non-Tax Revenues

Rs in crore
*Tax Revenue I Non-Tax Revenue
Difference Difference
Year e Actuat AU o elof  BE  Aciual A el ef
minus BE minus BE
actual actual

1990-91 59606 57575 -2031 -3.53 32227 30947 -1280 -4.14
1991-92 68320 67361 -959 -1.42 36494 37573 1079 2.87
1992-93 75459 74639 -820 -1.10 44927 45641 714 1.56
1993-94 85408 75742 -9666 -12.76 52578 51627 -951 -1.84
1994-95 87136 92297 5161 5.59 63990 62932 -1058 -1.68
1995-96 103762 111224 7462 6.71 66558 68621 2063 3.01
1996-97 132145 128762 -3383 -2.63 79517 78472 -1045 -1.33
1997-98 153647 139220  -14427 -10.36 93119 92587 -532 -0.57
1998-99 155931 143797 -12134 -8.44 105329 110572 5243 4.74

Source for BE: Annual Financial Statement.
* Includes share of income tax assigned to states.

Estimating Direct and Indirect Tax Revenues

Revenue from the indirect taxes have fallen short of budgeted amounts in
most of the years during the nineties. The tendency to overestimate the
revenues from the Union excise duties is especially pronounced.

8.17 Table 8.6 presents a comparison of the budget estimates and the
corresponding actuals for major direct taxes. In the latter part of the nineties,
the actuals fell consistently short of the budget estimates in the case of both
corporation tax and income tax.
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Chart 8.3: Projecting Tax Revenues:
Error as Percent of Actuals

15 - 'E
5
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Corporation Tax e Taxes on Income s Customs Union Excise Duties

Chart 8.3 indicates estimation error for major tax revenues. The indirect taxes are shown to be
below the horizontal axis indicating over estimation. Only in the mid nineties, there was some
under estimation.

Table 8.6: Budget Estimates of Major Direct Taxes

Rs in crore

Corporation Tax l Taxes on Income*
Year Actual Difference Actual Difference

BE Actual minus as % of BE Actual minus  as % of

BE actual BE actual

1990-91 6089 5335 -754 -14.13 5426 5335 -91 -1.71
1991-92 6704 7853 1149 14.63 6152 6731 579 8.60
1992-93 8125 8899 774 8.70 7870 7898 28 0.35
1993-94 10500 10060 -440 -4.37 9500 9123 -377 -4.13
1994-95 12480 13822 1342 9.71 10927 12029 1102 9.16
1995-96 15500 16487 987 5.99 13500 15592 2092 13.42
1996-97 19600 18567 -1033 -5.56 17843 18234 391 2.14
1997-98 21860 20016 -1844 -9.21 21700 17101 -4599 -26.89

1998-99 26550 24529 -202I -8.24 20930 20240 690 -3.41

1999-00 30850 30692 -158 051 26910 25655  -1255 489
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8.18 Table 8.7 looks at the quality of budget estimates for major indirect
taxes. Custom duties have been over projected throughout the nineties except
for 1994-95 and 1995-96. The percentage variation has been as high as 31
percent in 1997-98. Clearly the impact of rate reduction in custom duties and
the growth of imports were not properly estimated.

8.19 Revenues from Union excise duties have also been over projected in
the budgets during the nineties. The only exceptions are 1991-92 and 1994-95.
Since 1995-96, the Union excise duties have been over budgeted in all the

years.
Table 8.7: Budget Estimates of Major Indirect Taxes
Rs in crore
Customs Union Excise Duties
; Difference Difference
o BE Actual m?:;:‘ga as % of BE Actual m?:;::s as % of
Actual Actual
1990-91 21460 20644 -816 -3.95 25125 24514 -611 -2.49
1991-92 25899 22257 -3642 -16.36 27402 28110 708 2,52
1992-93 25212 23776 -1436 -6.04 32211 30832 -1379 -4.47
1993-94 27727 22193 -5534 -24.94 33751 31697 -2054 -6.48
1994-95 25200 26789 1589 5.93 36700 37347 647 193
1995-96 29500 35757 6257 17.50 42780 40187 -2593 -6.45
1996-97 44435 42851 -1584 -3.70 46883 45008 -1875 -4.17
1997-98 52550 40193 -12357 -30.74 52200 47962 -4238 -8.84
1998-99 48148 40668 -7480 -18.39 57690 53246 -4444 -8.35

Source for BE: Annual Financial Statement.

\ ~ Estimating Public Account Receipts and Disbursements

Receipts from small savings and provident funds have been consistently
under-budgeted. Discharges from the public account etc. have also been
under-budgeted.

8.20 Table 8.8 indicates the quality of budgeting regarding receipts from
some of the important funds in the public account of India. The receipts from
small savings and provident funds have been under budgeted through out the
nineties except 1991-92. The error was just under 40 percent in 1997-98. In
many other years also, it has been rather high. The under projection of drawal
from deposits and advances has been even more pronounced with the
percentage variation between budget estimates and actuals being more than 50
percent in several years.
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Table 8.8: Budget Estimates vis-d-vis Actuals: Public Account Receipts

Rs in crore
Small Savings, Provident Funds etc. I Reserve Funds
ode Actual Difference Actual Difference
BE Actual minus as % of BE Actual minus as % of
BE actual BE actual

1990-91 28273 34907 6634 19.00 5356 5203 -153 -2.94
1991-92 32305 32100 -205 -0.64 5297 5907 610 10.33
1992-93 34227 35176 949 2.70 6811 7574 763 10.07
1993-94 43111 48107 4996 10.39 9491 9114 -377 -4.14
1994-95 50429 58645 8216 14.01 10283 11356 1073 9.45
1995-96 52538 58879 6341 10.77 10836 13907 3071 22.08
1996-97 59140 61647 2507 4.07 13205 14643 1438 9.82
1997-98 57030 93768 36738 39.18 13003 15820 2817 17.81
1998-99 77091 94407 17316 18.34 14717 14730 13 0.09

Deposits and Advances Suspense and Remittances
Miscellaneous
Year Actual Difference
BE Actual minus as % of BE Actual BE Actual
BE actual

1990-91 12812 22558 9746 43.20 - 1010 - 513
1991-92 15308 27021 11713 43.35 - 1248 - 247
1992-93 10565 28807 18242 63.32 - 766 -- 503
1993-94 16444 30455 14011 46.01 - 1581 -- 495
1994-95 17391 34125 16734 49.04 -- 3190 - 355
1995-96 18956 38375 19419 50.60 - 1447 - 357
1996-97 18637 45981 27344 59.47 - 3771 - 1284
1997-98 22595 51427 28832 56.06 - 7358 - 1247
1998-99 28199 45054 16855 37.41 -- 5038 -~ 588

8.21 The budgetary estimation of disbursement/expenditure is examined
next in Table 8.9. The discharge of liability on the public account were
underprojected in the budget estimates. The pattern of disbursement largely is
determined by maturity periods of the various instruments. These should be
estimated with a fair degree of accuracy. In addition, similar errors should not
be repeated year after year. The tendency to underestimate is visible in all the
major public account funds. In the case of deposits and advances, small
savings, and provident funds, the margin of error as percentage of the actuals,
is quite high. The highest difference, in the case of small savings and the
provident funds is a little more than 27 percent, and that in deposits and
advances, a little more than 62 percent.
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Table 8.9: Budget Estimates vis-a-vis Actuals: Disbursements from Public

Account
Rs in crore
Small savings, provident funds, etc. l Reserve fund
yaur BE  Actual A TR B A JE D;?i/r:::e

Actual Actual
1990-91 12325 14858 2533 17.05 4968 4686 -282 -6.02
1991-92 14256 17707 3451 19.49 4990 5363 373 6.96
1992-93 16499 19873 3374 16.98 6592 7263 671 9.24
1993-94 21718 24553 2835 11.55 9307 8834 -473 -5.35
1994-95 28503 26776 -1727 -6.45 9968 9842 -126 -1.28
1995-96 32238 37662 5424 14.40 10321 13211 2890 21.88
1996-97 32722 36001 3279 9.11 11460 12597 1137 9.03
1997-98 29834 40942 11108 27.13 12548 15409 2861 18.57

1998-99 39446 53012 13566 25.59 14064 17006 2042 17.30

Suspense and

Deposits and Advances Micolismbins Remittances
Year Difference
Actual &
BE Actual 8 as % of BE Actual BE Actual
minus BE
actual
1990-91 10196 20714 10518 50.78 - 1336 -- 277
1991-92 13350 26267 12917 4918 -- 1744 - 744
1992-93 14333 28571 14238 49,83 -- 999 -- 1190
1993-94 14934 30056 15122 50.31 -- 3905 - 1393
1994-95 16945 31380 14435 46.00 -275 1686 -- 1473
1995-96 18089 34552 16463 47.65 - 456 3268 - 689
1996-97 16392 44036 27644 62.78 - 747 3974 -- 2516
1997-98 20993 47509 26516 55.81 - 1251 5219 -- 624

1998-99 25298 43424 18126 41.74 - 1251 4749 - 685

Estimating Expenditures Revenue Account: Main Categories

Generally, expenditures on economic services have turned out to be
under-estimates.

8.22 Table 8.10 examines the budget estimates of expenditures revenue
account of general, social and economic services, and grants-in-aid against
their corresponding actuals. Generally, it is expected that expenditures that
have been provided for in the budget should not be exceeded in actual
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practice. If the actuals are larger than the budgeted estimates, it may indicate
occurrence of some unanticipated event for which supplementary demands
might have been raised. If a persistent excess of actuals over the budgeted
magnitudes is observed, it would signify methodological flaws or the intention
to understate expenditures so that revenue and fiscal deficits may look lower at
the time of the presentation of the budget than what these are likely to be. On
the other hand, if actual expenditures fall short of the budgeted amount, it
would indicate failures of a different kind. In particular, departments/
ministries may be unable to spend because of lack of proper sequencing of
expenditures, which may ail be concentrated in the month of March, or other
inadequacies.

l Chart 8.4: Projecting Expenditures: Error as Percent of

Actuals

General Services ~ Social Services == Economic Services

Chart 8.4 indicates the pattern of error in expenditure aggregates. Since the relevant curves
mostly lie above the horizontal axis, a general pattern of under estimation is indicated.
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Table 8.10: Budget Estimates vis-a-vis Actuals: General, Social and Economic
Services, and Grant-in-aid

Rs in crore

General Services J Social Services

- Difference Difference
Xear BE  Actual "l‘i‘:l:t":;E as%of BE  Actual m‘:‘“‘::‘;;E as % of

Actual Actual

1990-91 38940 41082 2142 5.21 3311 3715 404 10.87
1991-92 46980 47203 223 0.47 3740 4038 208 7.38
1992-93 54313 55234 921 1.67 3691 4524 833 1841
1993-94 63090 64217 1127 1.75 4471 5096 625 12.26
1994-95 75232 73744 -1488 -2.02 5039 5353 314 5.87
1995-96 84660 84913 253 0.30 5906 7348 1442 19.62
1996-97 9948 97827 -1654 -1.69 9979 9325 -654 -7.01
1997-98 116710 114380 -2330 -2.04 12104 11633 -471 -4.05
1998-99 130368 135557 5189 383 14768 14147 -621 -4.39
1999-00 149742 163262 13520  R28 15416 16638 1222 734

Economic Services ] Grant-in-aid

minus BE Acrnl minus BE Achign)

1990-91 35413 34250 -1163 -3.40 21808 23920 2112 883
1991-92 35355 36710 1355 369 26591 28140 1549 5.50
1992-93 39220 40446 1226 3.03 20619 32590 2971 9.12
1993-94 43694 47368 3674 7.76 35415 35637 222 0.62
1994-95 58345 61836 3291 532 36220 36766 546 1.49
1995-96 63163 66202 3039 4.59 41701 39840 -1861 -4.67
1996-97 74303 73857 -446 -0.60 45170 45362 192 0.42
1997-98 83471 98451 14980 15.22 48216 53267 5051 9.48
1998-99 95245 99687 4442 4.46 53912 51066 -2846 -5.57

_1999-00 102679 105877 3198 302 59745 57417 2328 408

8.23 In the case of general services, the errors show a mixed pattern. For
seven out of the ten years, from 1990-91 to 1999-00, actual expenditures
exceeded the budgeted amount. The maximum departure was in 1999-00

amounting to 8.28 percent of the actual. This could have been due to
supplementary demands following the Kargil War.

8.24 In the case of social services, for three years running from 1996-97 to
1998-99, actuals fell short of the budgeted amounts indicating that social
service expenditure might have been cut in the wake of shortfall in revenues
and the need to contain the fiscal deficit. The general pattern for economic
services is that of actuals exceeding the budgeted amounts and the same is true
of grants-in-aid. The overall pattern in the case of expenditures therefore is
that of underestimation of the budgeted amounts.
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Chapter 9

QUALITY OF GOVERNMENT ACCOUNTS

9.1 The Controller General of Accounts (CGA), in the department of
expenditure, ministry of finance is the apex accounting authority for union
civil accounts. He is responsible for consolidation of monthly accounts of the
union government and for overseeing the observance of the required standards
of accounting by the central civil accounts offices. He obtains the details from
the controllers of accounts of the civil ministries for preparation of annual
accounts of the union government, viz. summary civil appropriation accounts,
and finance accounts including summary transactions of defence, railway, post
and telecommunications.

Unreconciled accounts balance with the RBI

9.2 Table 9.1 shows the progressive position of the year-end unreconciled
government balances with those of the RBI. The CGA needs to give an
explanatory note to the finance accounts for the unreconciled balance at the
end of the financial year.

Table 9.1: Variation in Book Figure and Account Figure of RBI

Rs in crore
Deposits with RBI
Year
As Per Finance Accounts As Per RBI Difference
1995-96 2832 2499 333
1996-97 2377 2071 306
1997-98 3289 2679 610

1998-99 3525 2927 598

Incomplete review of Debt, Deposit and Remittance balances

9.3 As per paragraphs 13.13.1 and 13.13.2 of civil accounts manual, the Pay
and Accounts Officers (PAOs) shall review and verify the balances under
various debt, deposit and remittance heads at the close of a financial year.
None of the PAOs, other than those of President’s Secretariat, Rajya Sabha
and CPAOQO, had completed the review of balances for the year 1998-99 as of
March 2000. The CGA needs to ensure that the PAOs complete the prescribed
review of balances before the finalisation of accounts.
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QOutstanding balances in suspense heads

‘9.4  The RBI is the banker of the government and other authorised public

sector banks function as the RBI’s agents while handling government
transactions. The government books certain transactions of receipts and
payments, which cannot be booked to a final head of account due to lack of
information as to. their nature, or for other reasons, in intermediate heads of
account known as ‘suspense heads’ pending their final classification. Table 9.2
presents outstanding balances in”suspense heads as on 31 March 2000. The
CGA needs to improve the quality of maintenance of accounts to ensure that
the balances in the suspense heads are kept to the bare minimum and to
suitably annotate finance accounts, at respective places, as to the reasons.

Table9.2: Oanfrsftaundﬁﬁng balances under major suspense heads

Rs in crore
Net Balance as on 31 March
Heads of account - - = -
1995 1996 1997 1998 1999 2000
Pay and Accounts dfﬁce Suspense
1. Suspense (PAO Suspense)  Dr.267.98 Dr.217.19  Dr.262.9 Dr. 201.60 Dr.10.11  Cr.281.11
2. Suspense Accounts (Civil): Dr. 568.99 Dr. 456.84 'Dr.354.84 Dr.488.82 Dr.529.89 Dr. 794.84
3.  Suspense Accounts : A
: (Postal) Dr. 97.41 Dr.48.64 . Dr.68.66 Dr.760.17 Dr.471.38  Dr.93.97
4. Suspense Accounts : ) :
(Defence) = Dr. 635.18° Dr.794.38  Dr980.42 Dr.1621.72 Dr.2417.07 Dr. 11111
5. Suspense Accounts : , _ . s
(Railways) Dr.21552 Dr. 1213 Dr. 14508 Dr.163.79 Dr.286.6 Dr.175.26
6. Suspense Accounts
(Telecom) Dr. 1830.01 Dr.2017.58 Dr.1700.10 Dr. 1398.71 Dr. 1586.46 Dr. 1563.57
~ 7. Public Sector Bank
Suspense Dr.581.35 - Dr.498.73 Dr.563.28 Dr.498.86 Dr.742.77 Dr. 806.43
8.  Suspense Account for ) . : .
purchases abroad Dr. 1426.68 Dr. 184878 Dr.2151.68 Dr.1336.52 Dr. 1850.71 Dr. 1895.20
9. Reserve Bank Suspense S ' ; a )
(HQ) ‘ Cr.178.12 Cr. 17277 Cr.19895 Cr.369.32 Cr.36938 Cr.173.52
10. Reserve Bank Suspense : ’ .
- (CAO) Cr. 48.49 Dr. 1039.45 Dr. 1.41 Cr.23.94 Cr.55.86 Dr.67.85
11. Cash settlement Suspense Dr. 18640 Dr.191.38° Dr.20526 Dr.25 8.15 Dr.22616 _Dr.222.18
1.2.7 Discount sinking fund Dr.2005.61 Dr.3004.91 Dr,4273.09 Dr.3218.69 Dr.1967.6 Dr.794.94
13. Others Dr. 12748 Dr.253.59 Dr. 1007.33 Dr. 1238223 Dr. 93049  Dr. 837.62
Total Dr.7716 Dr. 10320 Dr, 11515 Dr.10792 Dr. 10594 Dr. 6908.34
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Suspense Account for Purchases Abroad

9.5 The government makes direct payment for imports financed out of foreign

loans and credit, by importers holding license for imports, under a ‘direct

~ payment procedure’. The. Controller of Aid Accounts and Audit in -the"
Department of Economic Affairs of the Ministry of Finance, keeps accounts of

these transactions and operates the minor head ‘Suspense. Account for

Purchases Abroad’ for the purpose. These suspense balances must be cleared

by payment of advance deposits by the impdrters.;The importers have to pay

interest on .delayed payments, under the licensing agreements. At the end of

1999-00, suspense account for purchases abroad reflected a debit balance of

Rs 1895.20 crore. Main defaulters were as follows: Pawan Hans ‘Helicopter

Ltd. - Rs 108.50 crore; NHPC - Rs 3.04 crore; UPSEB (ANPARA) - Rs 77.83
crore; Railway Board - Rs 33.27 crore; APSEB - Rs 186.05 crore; Hmdustan

Zinc Aid - Rs'105.29 crore; and Energy Efficient Grant - 344. 43 crore; West

Bengal Power Development Corporation - Rs270.93 crore; MOST

(Nizamudin Bridge) - Rs 28.74 crore; Ray'ala Seema Thermal Power Project - -
Rs 57.23 crore, Helicopter Corporation of India - Rs 21.91 crore, Orissa Power

Sector Reform - Rs 31.06 crore, Pipavav Port Ship-breaking Project, Gujarat -
Rs 15.18 crore, Maharashtra Power - Rs 38.31 crore; Health and Family
Welfare - Rs 27.36 crore; National Highways - Rs 10:53 crore. Appendix X

gives the details. The government needs to activate recovery of its dues from

the importers and clear the outstandmg debits in the suspense account.

Ad]verse Balances

9.6  Adverse balances arise largely due to accounting errors er-aceounting
situations 'arising out of rationalisation of the classification of accounts or
administrative re-organisation, which break up one accounting unit into many.
For example, against the accounting head of any loan or "ad'vance“a negative
balance will indicate more repayment than the original amount advanced. The
Union ﬁnance accounts for the year 1999-00 /indicated 50 cases of adverse
~ balances, as shown in Appendix XI. Out of these, 9 balances became adverse
" during the year 1999-00. Out of 41 old cases, four balances are adverse ever
since 1976-77, i.e. pre departmentahsed period and 37 balances are adverse
- from 1979-89 to 1998-99. The CGA stated that the adverse balances in matters
of loans largely arose because of the excha_nge fluctuations, and were being .
finally written off after. full repayment of loans. In the remaining cases, he
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stated that he was following up the matter with the concerned ministries. The
CGA had been annotating all the adverse balanées in the finance accounts as
being ‘under investigation’. This situation must not continue in an open ended
manner. The CGA needs to provide suitable explanatory memorandum in the
finance accounts as to the progressive status of the adverse balances in each
case, to improve the quality of accounts, including those cases as might have
been hidden during consolidation. '

Loss of interest of Rs 43.78 lakh on account of adverse balance

9.7  Statement No. 14-A of Union government finance accounts compiled
by chief controller of accounts, department of economic affairs, ministry of
finance, revealed an adverse balances of Rs 4.52 crore against five years zero
coupon bond 2000 (I series). This adverse balance. arose on account of the
premature payment of Rs 7 crore (II series) in zero coupon bond 2000 (I
series) by the RBI, and resulted in loss of interest of Rs 43.78 lakh. V

-Qutstanding under ‘Cheques and Bills’

9.8  This head is an intermediary accounting device for initial record of
transactions, which are eventually to be cleared/withdrawn. Under the scheme
of departmentalisatioﬁ of accounts, payment of claims against government is
made by the PAOs of different Ministries/Departments by cheques drawn on
branches ‘of the' RBI or PSU Banks accredited to the Ministry/Department.
When claims are preferred in the appropriate bill form to the
PAO/Departmental Officer, the payment is authorised through issue of
cheques, after exercising the prescrlbed checks and recording of pay order by
the PAO/Departmental officer. At the end of the 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-Cheqlics and Bills’ is m_inus-éredited and credit is
afforded to 8658-108-PSB Suspense or 8675-101 Deposit with Reserve Bank-
. Central C1v11 as necessary. Table 9.3 below shows that there were large
outstanding balances under the minor heads ‘cheques and- bills’ of 1999-00
finance accounts, which had the effect of overstating the government cash
balance.
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Table 9.3: Qutstanding balances under minor heads ]1999-@@ '

-Rs in crore
(1) Pre-audit cheques Cr. 048
(2) Pay and Accounts Offices Cheques - . » Cr. 5532.58
(3) Departmiental Cheques : Cr. 181.37
(4) Treasury Cheques _ Cr. 4.62
(5) IRLA Cheques : ~ cr. . . 220
(6) Telecommunication Accounts Office Cheques Cr. 1996.77
(7) Postal Cheques . _ Cr. - 11785.79
(8) Railway Cheques Cr. 124.68
(9) Defence Cheques Cr. 2742.26

Advancing of loams without finalisation of Iteirmms and conditioms

9.9  The Union government has yet to finalise terms and conditions of the
loans advanced to Shipping Credits and Investment Company of India Ltd.,
Bombay (Rs 41. 33 crore, since 1987-88), and Rajiv Gandhi Cancer Institute
and Research Center, New Delhi (Rs 29.26 since 1994-95).

Incorrect Classification of Expenditure

9,10 The UTs without their own consolidated fund, are not eligible for loans
and ‘advances from Union government, as the their loans would .form part of
the centre’s own funds. Yet, the statement 15 of Union government finance
accounts for 1999-00 exhibits the amounts of such loans .and advances - for
ce_ntrélly sponsored plan schemes to such UTs, per details shown in Table 9.4.

Table 9.4: Loans for Cennftﬁ'alllly Sponsored Plan Schemes

. Rs in thousand
Name of the UT ) Amount " Earliest period of loan

(1) Daman and Diu ' 21296 1987-88
(2) Lakshadweep _ - 563 ' © 199192
(3) Chandigarh 369 1987-88
(4) Andaman and Nicobor Islands - 4835 1989-90
' Total- : .27063 ‘ )

Note: Up to 1986-87 the Daman and Diu was a part of greater UT namely, Goa, Daman & Diu
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. 101 The VCAG sends to the President five different appropriation accounts
pertaining ‘to different sectors of activities of the government, viz. civil,
~ defence, post, telecommunications, and railways for presentation to the
* Parliament. The numbers of demands for grants and appropnatlons of various
m1n1str1es durlng 1999 00 were as follows

_ Number of demands for - -

Sectorof‘acti‘vitty A _gmnts/appmpriatﬁons IR
vt o e
~ Defence Servnces o N e 5
Postal Serv1ces . o L I
Telecommun1cat1onﬂSer'vices : ' - ) 1
Railways - ... . . 16

 Total: L 119

102 The respectrve mmrstrres of defence, post te]lecommunrcatlons and-
rrallways prepare appropriation accounts of their: respectlve grants The CGA'
’ prepares the approprratnon accounts 1n respect of 96 grants and appropnatlon
of other crv11 ministries.

10.3 'This' report contains detailed audit observations on the appropriation
accounts (civil) prepared by the CGA for the year 1999-00; and, only brief gist
of audit findings on the appropriation accounts of defence, post,
telecommumcatlons and railways, where appropriate. The CAG’s Reports No.
6,7, 8 and 9 of 2001 would contain detailed audit findings i in respect of the
approprratnon accounts of defence, post, telecommumcatrons and railways.

Preparation and audﬁﬁ of civil approprﬁaﬁon accounts

10.4 The controllers ‘of accounts of the ministries prepare head-wise
appropriation accounts for each grant and appropnatlon of the miinistry
according to the classification prescrrbed in the detailed demands for grants, as
passed by the Parliament. The secretary of each ministry approves the head-
wise appropnatlon accounts of grants and appropriation admmlstered by that
ministry in his capa01ty as the chief accounting authority of the mrmstry The

111



The CAG's Report on
Union Government Accounts 1999-2000

CAG audits the head-wise appropriation accounts. The CGA condenses
audited appropriation accounts of various grants and appropriations of civil
ministries’' in the form approved by the Public Accounts Committee; and,
presents these to the CAG, after countersignature of the Secretary, Department
of Expenditure, for submission to the President of India in accordance with
Article 151 of the Constitution of India.

10.5 The following chapters contain audit observations of the various facets
of appropriation accounts (civil), including analysis of expenditure in excess

Box 10.1: Appropriation Accounts: constitutional provisions

The government introduces an Appropriation Bill to provide for appropriation out of the
CFI, per provisions of Article 114 of the Constitution of India, soon after the House of the
People makes the grants under Article 113. The Appropriation Act passed by Parliament
contains authority to appropriate the specified sums from the CFI for the specified
services. The 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 CFl 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 government vis-a-vis those authorised by
the Appropriation Acts. The CAG submits Appropriation accounts, along with his report
under Article 151 of the Constitution, to the President every year, who causes them to be
laid before each house of Parliament.

of allocation requiring regularisation by Parliament, unspent provisions
requiring explanation, irregular and injudicious re-appropriations, and
supplementary provision without requirement by some ministries, and detailed
observations in respect of the ministries selected for in-depth examination.

10.6 Appendix XII presents a summary of appropriation accounts of gross
sums expended during the year ended March 2000 relative to the
corresponding sums authorised in the schedules appended to the various
Appropriation Acts passed by Parliament during the year 1999-00. This
summary also includes figures of defence, post, telecommunications, and
railways on gross basis. Table 10.1 gives the total provision and actual
disbursements under civil ministries during 1999-00.

" In respect of the non-departmentalised grants, the Indian Audit & Accounts Department does
this condensation, which the CGA includes in the Union government’s appropriation
accounts.
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'I[‘ablle 10.1: Provision and Disbursememnts under Civil Mnmstrnes" 1999-00

Rs in crore
Provision® . _ ‘ : E o _ Disbursements
Original - - 642905.39
‘Supplementary _ B 26949.31
Total gross provision 669854.70 * Total gross 601837.62

- ‘ Disbursements A
(Estimated) 4702.22  Recoveries in (Actual) - . v 4064.19
- reduction of : e
disbursements - . .
Total net provision ~ 665152.48 Totalmet - = - 597773.43
Disbursements o
Voted and charged provision and disbursements’
Provision Disbursements
Voted Charged Voted Charged

Revenue 13141799 129522.63 12634178~ .126962.51
Capital <. 26362.33 , 382551.75 22299.83 - 326233.50
Total : gross . 157780.32° 512074.38 148641.61 453196.01
Recoveries in '
reduction of e .
disbursements 4695.54 6.68 403682 27317
Total : net 153084.78 512067.70 144604.79 453168.64

10.7  Out of the overall unspent provision of Rs 68017.08 crore in the grants

pertammg to c1v11 mmlsmes/departments Rs 59850.40 crore was on account

of less than the budgeted drawal of 91 and 14 days treasury bills ‘which
resulted in repayments, which were less than the budgeted amounts. Excludmg

this, the effective unspent provision was of Rs 8166.68 crore. Out of this,

Rs 591.51 crore was attributable to less interest payment on these treasury

bills for the reasons stated above. If both the provision and unspent amounts

for repayment of debt are ignoreéd, the civil ministries ended with the

aggregate unspent provision of Rs'12211.92 crore. Appendix XIII presents the

net unspent prov1s1on in 215 sectlons of the grants and excess in two sections.

10.8 . Appendnx-X]IV contains the details of the dlsbursements actually. made
against approved demands (grants and appropriations) of the civil ministries-

* Exclusive of the fi gures of railways, defence and P&T
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for the years 1990-91 to 1999-00. During these ten Years, charged exi)endrtiue
constituted 66 to 77 percent of the total disbursements from the CFI for the
- civil ministries. ‘

10.9 The total disbursements of the civil ministries increased by 223 percent
from Rs 186370 crore in 1990-91 to Rs 601838 crore during 1999-00.. . The
charged disbursements increased by 244 percent from Rs 131689 crore to
Rs 453196 crore and voted disbursements increased by 172 percent from
Rs 54681 crore to Rs 148642 crore. The charged disbursements’ of civil
" ministries during 1999-00 was mainly on account .of interest paymernts
(Rs 94593 crore, ‘i.e. 21 percent higher thian Rs 77882 crore for 1998-99), 4
rtepayment of debt (Rs 305088 crore), transfers to State and Union Territory
governments mainly on account of states share of basic and additional union
excise duties, block grants and loans for state plan schemes, loans to States
and UTs against net small savingé collection, loans for rural electriﬁcation etc.

- excluding share of net collection of income tax (Rs 52438 crore) and others
(Rs 1077 crore); and, constrtuted 75 percent of the total drsbursements

]ann(tedl Scope of Financial Control by the Parﬂmmem

10.10. Since charged disbursements are not subject to vote by the Parliament,
the scope of financial control by the Parliament gets limited to only about 25
percent of the total disbursement in the civil ministries. However, viewed in
the background of the total disbursements from the CFI (RS.741455 crore), the
percentage of charged disbursements was 61 percent (Rs 453244 crore). If the
disbursements on salary and allowances, which is largely inflexible, is also
added to it, less than 25'_perceht of the total disbursement of the Consolidated
Fund of India is effectively sribject to the vote of the Parliament.

Original and Supplementary Grants umdler Civil ansttrnes o

10.11 The orrgmal provision of Rs 642905 crore obtamed for the year
- 1999-00 was 2.3 percent more than ‘Rs 628741 crore obtained for 1998-99.
The supplementary grants of Rs 26949 crore obtained subsequently during the _ -
year were 87 percent higher than the supplementary grants of Rs 14448 crore
obtained during 1998-99. During 1999-00, although total drsbursements of
Rs 601838 crore was Rs 6329 crore lower than the total disbursements of -
Rs 608167 crore during 1998-99. The voted. disbursements registered
7 percent increase whereas in charged disbursements there was decrease of
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3 percent over the proceeding year. 67 percent of the charged disbursements
pertains to repaymént of debt and 21 percent to interest payments. Charged
disbursements were 75 percent of the total disbursements under civil
~ ministries. This included interest payments and repayment of debt, whlch
_ accounted for 66 percent of the total dlsbursernents under civil ministries.

- Incurrence of expelmdﬁfmnm without samctu@un

10.12 In accordance with the provisions of Rule 6 of General Financial
Rules, ‘subject to the provisions of Article 266(3), 267(1) and 283(1) of the
Constitution, no authority may ihcur_any expenditure or enter into any liability
involving expenditure or transfer of moneys for investment or deposit from
government account unless such expenditure or transfer, as the case may be,
has been sanctioned by general or special order of the government or by any
authority to which power has been duly .délegated in this behalf’. Scrutiny of
- Annexure ‘B’ -of the appropriation accounts .for 1999-00 revealed that
disbursements on four items. _aggrcgating Rs 65 lakh had been made by
Ministry of Finance without sanction in contravention of the aforesaid rules.
This amount is included in the disbursements figures of respective grants of
Ministry of Finance. The CGA, while certifying the disbursements, has
qualified this amount from the point of view of sahction. Details of such cases
for the last five years are given in Appendix-XV.

Disbursements in the last quarter and last month of the Financial Year

10.13 As per Note 3. of Rule 69 of General Financial Rules, rush of
disbursements particularly in the closing month of the financial year is to be
regarded as a breach of financial regularity and should be avoided. Test
checks revealed that, despite being pointed out by audit regularly in previous
audit reports, disbursements ranging from 21 to 100 percent was made in the
month of March 2000 in 87 major heads of 44 grants/appropriations.
Disbursements made in the last quarter of the year ranged from 37 to 100
percent in 90 major heads of 44 grants/appropriations. A few instances are
indicated in Appendix-XVL ‘The details in Appendix-XVI would indicate 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. It is necessary to consider the functnonal impact of this practice. It.
should also be ascertained whether this practlce had any impact on
achievement of the overall targets of development, which takes into account
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the utilisation of these funds during the financial year for which these- are
voted or appropriated. Since the funds released in March/last quarter ‘of the
financial year to various organisations cannot be constructively spent during
the year, it is not possible to conclude whether these funds were applied during
the year for the purpose for which these were authorised.
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Excess Dusbursemems Over Grams/Appmpna@@m

]l]l 1  As per Article 114(3) of the Constitution no money is to be withdrawn’
from the CFI except under approprlatnons made by law passed in accordance
with the provisions of this Artlcle Further; the GFR 71 stxpulates that no
disbursements should be made which might have the effect o_f exceeding the
total grant or appropriation authorised by Parliament by law for a financial
year ‘except after obtaining a supplementary grant or an' advance from the
Contingency Fund. App_endix-XV][][ presents the details of excess expenditure
over the sanctioned provision under civil ministries for the last ten years, ie.
from 1990-91 onwards. It is clear that the government was unable to arrest the
incurring. of excess expenditure. During 1999-00 -there was. an excess
disbursements of Rs 5650506 (i.e. Rs 0.57 crore) in two segments of two
grants in civil ministries. Table 11.1 contains the summary of total excess over
the.authorisation from the CFI and Appendix-XVIII has the details,

- Table 11.1 - Excess Disbursements Over Grants/Appropriations: 1999-00

L _ Rs in crore
Civil _ Defence Railways -
Voted : Revenue - . - : 57.74
o (Rs 577380203)
" Capital 0.49 - : -
. . 3 (Rs 492010) _
Charged ~  Revenue . 052 0.0069 0.49
_ (Rs 5158496) (Rs 68658) . (Rs 4907000)
Capital T - -
Total Excess 0.57 0.0069 58.23
: (Rs 5650506) - - (Rs 68658) (Rs 582287203)
No of Grants/ 2 1 8
Appropriations
‘Grand Total _ 588@@6367 7

- 112 The excess dxsbursemems of Rs 0.57 crore in two segments of two
grants pertaining to civil ministries; Rs 0.0069 crore under one appropriation
of defence services and Rs 58.23 crore under three grants and five
appropriations of railways as' detailed in Appendix XVIII require
regularization under Article 115 (1) (b) of the Constitution.
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Il]l 3 " The detalls of excess disbursements in post and telecommunlcatrons

defence: and rallways as valso on other items relatmg to these grants are:
mentioned in the reports numbers 6,7,8 and 9 of 2001 respectlvely of the

CAG.

Deﬂcﬁent Controﬂ @r the:Pay amd Accounts Offices

11.4 As per provnsxons of Annexure A to the note 3 under Rule 66 of the
G]FR, 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. ][n cases where the ex1st1ng provrsron 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. controlhng the grant. that necessary funds to accommodate' the
disbursements w111 be provided by issue of re- appropriation orders etc. Test
check of head-wise approprlatron accounts for the year 1999-00 revealed 22
cases of 15 grants and appropriations, detailed in Appendlx-XIX where the
PAO of the ministries, made payments of Rs 171. 74 crore in excess of the
available provisions without necessary re-appropriations, indicating deficient
financial management and ineffective expenditure,eontro.l by the PAOs.

Bﬂoclkade of Funds — Rs 3.25 ¢rore

11.5 = As per provisions of Rule 69 of the GFR, departments of the Central
government are required to surrender all the anticipated provisions that cannot
be profitably utilized during a year to the Finance Ministry before the close of
financial year. No saving should be held in reserve for poss1b1e future
excesses. It i is contrary to the interest of the government that money should be
spent hastily or in an ill-considered manner merely because it is available or
that the lapse of the grant could be avoided. Scrutiny of the head-wise
appropriation accounts and connected documents pertaining to the grants of
three departments under the control -of the Ministry of Health -and Famrly
Welfare for the year 1999-00 revealed that refund of unspent balances under
various schemes by the implementing agencies to the tune of Rs 18.17 crore
has been shown as “deduct recoveries towards.overpayments”. Out of this,
amount of Rs3.25 crore (Rs 36.63. lakh- Family Welfare, Rs 231.89 lakh-

Health and-Rs 56.02 lakh- ISM&H) was on- account of demand drafts and
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cheques drawn during 1997-1999 and cancelled during 1999-00 due to.
becommg time-barred.

11.6 The Mmlstry stated in October 2000, that amounts booked are not
overpayments, but they pertain to refund of unspent balances and credits on
account _of cancelled, time-barred cheques/demand drafts.

11.7 Tlle Mfmlstry’s reply'is not tenable because the demand drafts and
cheques were drawn mostly on the last day of the financial year without -
assessmg the actual requurement and with the mtentlon to avoid surrender of
saving and lapse of the funds durmg 1997-98 and 1998-99: As such the
blocking of -funds without requirement and later on: crediting the same in the
Subsequentﬁnancial years as time-barred instrument was not in crdef.

Unspent pn‘cvﬁsﬁ@ms

11.8 Unspent provisions in a grant or. applropnatlon mdncate either poor
fiscal marksmanshlp, or ‘shortfall in performance or both. As already
mentioned . in chapter 10, the overall unspent prov131on in the budget of
" government (other than post, telecommunications, ra11ways and defence).
totalled Rs 68017.08 crore. Out of this, unspent provision of Rs 59850.40 -
crore was due to less discharge of 91 and 14 days treasury bills conseiluent
upon less issue of the treasury bills than what was estimated. The total unspent
prov1swn also included Rs 591.51 crore on account of less payment of interest
on treasury bills for the same reason. Excluclmg these ‘two, the effective
unspent prov1s1on was Rs 7575.17 crore. Table 11.2 presents.a summary of
unspent prov131on under various grants/approprlatlons

Table 11.2; Sunmmman'y of Grants amd Ap[pm]pn'uatncnns 1199%@(11)
with unspent provision of over Rs 20 crore

Below Rs 100 crore but

Above Rs 100 crore . above Rs 20 crore
Number of Number of -
Cases  Grants Appropriations Cases: Grants Appropriations
-Civil 32 26 2 37 32 -
P&T 2 1 e

Defence 5 S - - - .
' - 7 7 ;

W

Railways
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11.9 A detailed scrutiny of the Appropriation Accounts revealed that certain
~ grants and appropriations such as related to Agriculture, Department of
Fertilizers, Transfers to State and Union Territory - governments, Ministry of
]Env1ronment and Forests, Department of Rural Development, Repayment of
Debt Department of ]Educatron, Mlmstry ot Soc1a1 Justice and Empowerment,

Department of Health, Department of Rural Employment and Poverty
Alleviation, Currency, Coinage and_Stamps, Roads, etc. have been registering
unspent provision which are not only persistent but display an increasing trend
whlch continued during the year 1999-00. Such large scale unspent provrsrons
are md1cat1ve of the need on the part of these ministries to review ‘their system
of budgetary assumption or/and. efﬁc1ency of thelr programme management.

Necessary steps need to be taken to make the budgetary exercise more realistic
not only to minimize large-scale vanatlons between the estimates and actuals
but also to gainfully utilize the scarce resources to meet the competing
demands of various sectors of the economy

Unspent Provision-of and over Rs. ]1@@ erore -

1110 The Public ‘Accounts Committee in para 1.24 of their 60th Report
(Tenth ]Lok Sabha) presented in ]February 1994 commented on the sharp
increase in the unspent provision as compared to the sanctioned prov151on The
Commlttee desired that Mmrstry of Finance should take the issue serlously
with approprlate measures to' overcome the unfortunate situation of large
unspent provrslon and also desrred that detailed explanatory note in respect of
unspent provision from a grant or approprlanon of Rs 100 crore and above
during each year be furnished to the Committee. As agamst 25 cases durrng
1998-99, there were 32 cases during 1999-00 where unspent provision of
Rs 100 crore and above occurred. Table 11.3 gives a summary of these cases
and Table 11.4 gives the main contnbutory reasons and schemes affected by
" unspent provision under these grants.
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Table 11.3: Summary of Unspent Provision
Exceeding Rs 100 crore under a Grant/Appropriation

Rs in crore

Amount of Percentage
S. Ne. Grant No. and Controlling Ministry unspent to the total
provision provision

Revenue-Voted

l. I- Agriculture (Ministry of Agriculture) 320.09 5

2z 5-Department of Chemicals and Petro-Chemicals 110.64 37
(Ministry of Chemicals and Fertilizers)

3 6-Department of Fertilizers(Ministry of Chemicals 399.97 4
and Fertilizers)

4. 10- Department of Sugar and Edible Oils (Ministry 145.26 2]
of Food and Consumer Affairs)

5. 12-Department  of Commerce (Ministry of 173.41 16
Commerce)

6 16-Ministry of Defence 131.49 4

. 23-Ministry of Environment and Forests 149.82 19

8. 39-Department of Health (Ministry of Health and 162.30 8
Family Welfare)

9. 45-Other Expenditure of the Ministry of Home 137.35 20
Affairs

10. 47-Department of Education (Ministry of Human 596.84 8

Resource Development)

11. 54-Department of Small Scale Industries and Agro 122.05 17
& Rural Industries (Ministry of Industry)

12. 68-Department of Programme Implementation 190.49 12
(Ministry  of  Planning and  Programme
Implementation)

13. 70-Department of Rural Development (Ministry of 125.41 5
Rural Areas and Employment)

14. 71-Department of Rural Employment & Poverty 325.81 5
Alleviation (Ministry of Rural Areas and
Employment)

15. 77-Department of Mines (Ministry of Steel and 178.04 38
Mines)

16. 79- Roads (Ministry of Surface Transport) 250.90 9

17. 88-Ministry of Social Justice and Empowerment 134.30 12
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: ~ o : : * Amount of  Percentage
S. No. Grant No. and Commﬂﬂﬁng Ministry unspent to the total

provision provision

Revenue-Charged

18.." - 28- Interest Payments (Ministry of Finance) .~ _ 1810.76 2

19.°  29Transfers to State and Union Territory  707.37 . 2
Governments (Ministry of Fmance) ’

Capntall Voted

20.- - 26-Currency, Coinage. and Stamps (Ministry of 23961 . 42

Finance) 7
21. 27-Payments to Financial Institutions (Ministry of 1358.54 L 20
Finance) - )
22, 36-Direct Taxes (Ministry of Finance). . 11844 . 72
23. 39-Department of Health (Ministry of Health and 15399 36
Family Welfare) _ ‘
24. 54-Department of Small Scale Industries and Agro 238.69 ' 87-
& Rural Industries (Ministry of Industry) ' :
25. _69-Ministry of Power , : 178.50 . -6
26.  79-Roads (Ministry of Surface Transport) 38939 . 10
27. 80-Ports, Lighthouses & Shlppmg (Mmlstry -of 163.21 o 27
~ Surface Transport) : ‘ _ , _ ‘
28. 83-Urban Development (Mmlstry of Urban Affalrs 10395 - i 20
and Employment) _ v
29. 89-Atomic Energy (Department detomic Energy) . 117.74 o 14

30.  93-Department of Space AR 3 39

Capital-Charged

31. 29-Transfers - to State and‘- Union Terﬁidry;- 439.18" o 2
Governments (Ministry of Finance) : -

32 31-Repayment of Debt (Ministry of Finance) *~  55805.16 15
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’Il‘ablle 11.4: Detaaﬁs of Schemes IEﬁ”ﬁ‘ectedl due to unspem provisiomn exceedmg v
Rs 100 crore unden‘ a Gmnt/Appmprmtuon .

. ~ Rs incrore
132; Grant No. and Cdntromng Ministry Amount of Percentage to the

unspent provision - . total provision

Revenue-Voted L o

L.

1- Agnculture (Mhmstry of Agrlculture) o 320 09 / . 5

:Schemes / Pro_uects I Activities most aﬂ'ectedl by Contrnhuttory reasons stated by the ‘

unspem provnsnon ‘ - Mmﬁstry/Department

C i

ii.

fii.

vi.

vii.

. Promotmg use of lnformatxcs in agnculture

lntegrated Development of Onron and Potato ) Non-a]pproval/ dropping of the schemes

(Rs 6.00 crore) Replacement/amalgama,tron of the
Marketmg and Quahty Control (Rs 10. 00 schemes. .

crore) Less demand ﬁ'om' implementing

‘Modemization of agriculture through . agencies. A
mechamsatlon (Rs5.00 crore) ‘ Economy in administrative expenditure.
Avallabrhty of unspent balances with

(Rs 16.01 crorc) State/Union Temtory govemments
Technology Mission for North Eastern States - .

(Rs 5.00 crore)

On Farm Water Manegement for mereasmg
of production in Eastern India (Rs 39 97
crore)

Establishment and mamtenance of Seed Bank
(Rs 11.31 crore)’ :

) viu Training of women in agnculture (Rs 4. 00

Cix.

crore)

National Agriculture Technical Pro_]ect
(Rs 6 64 crore)’

National Watershed Development

. Programme for Rainfed Agnculture

xi.

Xii.

(Rs 32.19 crore)

Intensive Cotton Development Programme
(Rs 34.77 crore)

Sustainable DeVelopment of Sugarcane based
cropping(Rs 9.74 crore)

- xiii, Development of Puises (Rs 5.75 crore)

xiv. Oil Seeds Producnon Programme (Rs 9.10

XV.

crore)

Integrated cereal Development Programme
(Rs 40.13 crore)
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Sl -
Neo.

Grant Ne. and Controlling Ministry-

. Amount of Percentage to the
unspent: provision total provision

S;Department of Chemicals and Petro-
Chemicals (Mlmstry of Chemlcals and’
Fertilizers) ~

1106437

Schemes / Projects / Acftnvmes most affécted by

\umspem pmvnsmn

i.

ii.

Subsidy to'Assam Gas Cracker Complex
Rs 76 00 crore)

Bhopal Gas Leak Disaster (Processmg of
claims) Act 1985 (Rs 79.68 crore)

Contributory reasons stated by the

Ministry/Department -

Non-release of subsidy to State”

. governmient for Assam Gas.Cracker
Complex owing to lack of demand, non- '

finalisation of gas-supply agreement- and

- land related issue and also due to
‘contribution to non- lapseable pool for
North East Region.

Less than antlclpated recelpt of
conipensation claims from v1ct1ms of
Bhopal Gas Leak Disaster.

Economy measures.

3.

6-Department of Fertilizers (Mlmstry of
Chemicals and Fertilizers)

399.97 .. . 4

Schemes / Projects / Activities most affected by

ulmspent pmvnsnmn

ii.

Import of Femhzer-subs1dles (Rs 1076. 99 o

crore)

Fertilizers subsidy (Rs 29.73 crore)

Contnbutory reasons ‘stated lby the

. M[lmstry/]])epau'tmem
‘Curtailment of Impott of Urea. -

Less recelpt of claims towards
* expenditure on interest and customs duty
" from the néwly Commissioned

Fertilizers Manufacturmg Industries.

4.

10- Departmént of Sugar and Edible Oils
‘(Ministry of Food and Consumer Affairs)

; 145.26 21

Schemes / Projects / Activities most affected by

unspent provisien

i

ii.

Sugar subsidy payable to FCI and others on
account of levy sugar- import of sugar etc.

(Rs 125.00 crore)

Subsidy for maintenance of buffer stocks of

sugar (Rs 16.90 crore)

' Contributory reasons stated by the
Ministry/Department” .

‘ Less release of food subsidy to the Food
Corporation of India and others owing to -

raising of all India average ex-factory
levy sugar price.

 Less than anticipated receipt of claims
for release of subsidy owing to
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Sl. ) e . N . e Amoum of Percentage to the
No. .Grant Ne, an@] COMNMMg M"ms“”'y unspent provision = total provision
5. 12-Department of Commerce (Ministry of ' .

Commerce)

17341 16

Schemes / Projects / Activities most affected by
unspentt ]pmwsmn

iii.

Payment to ECGC to meet llabllmes in
respect of interest payable on
Bonds(Rs 14.10 crore)

Export Subsidy- Product Promotion and

‘Commodity Development (Rs 107.18 crore)

Agricu_lturai Products Export Development
Authority (Rs 12.43 crore) -

Contributery reasons stated by the
Mlinﬁstry/]l)e]partméem

Clearance of all llabllmes for Iraqi
Bonds.

Non—recelpt of clalms ﬁom exporters in

“time.

‘Non-approval ofcertain plan schemes.

Economy in expenditure and reduction -
of plan outlay by Ministry of Finance.

iv. India Trade Promotlon Orgamsatlon (Rs 4.85

crore) -
v. Tea, Coffee and Rubber Boards (Rs 17.69

crore) ) » ' )
6. 16-Ministry of Defence 131.49 4

Schemes / ll”lfojeclts / Activities most affected by
unspent provision

Defence Account Department (Rs 11.80
crore)

Canteen Sto_res Department- Directorate of
Canteen-Services (Rs 121.62 crore)

Contributory reasons stated by the
Ministry/Department ’

Non-receipt of Dossiers from Staff”
Selection Commission for filling up of

. vacant posts, implementation of

economy/ austerity instructions of
Ministry of Finance.

Non-achievement of sale targets of the

*"Canteen Stores Department items

following frequent and large scale
movement of troops to join Kargil
operation.

7.

23-Ministry of Environment and Forests

149.82 _ 19

Schemes / Projects / Acttwmtnes most affected by
unspent provision

i

1i.

iii.

VI

Taj Protection Mlssmn (Rs 38.00 crore)

lndlan Council of ]Forestry Research and
Education (Rs 13.00 crore) -

Wild Life Preservation (Rs 15.01 crore)

Ganga Action Plan Phase-II (Rs 29.61 crore) 4

India Environment Management Capac:ty
Bulldmg Technical Ass:stance Project
(Rs 14.11 crore) :

‘Prevention of Air and Water Pollution-

C@ntn‘ﬁbmnry'reasnns stated by the
Minﬁstu’y/ﬂ)epammem

Delay in engagement of consultants and
selection of trainers and recalling of
tenders for the purchase of equipments
on account of change in specification.

Cut imposed at revised estimate stage by .

the Ministry of Finance.

Less utilization of research grant by
Universities and NGOs.

Non-sanction of posts/vehicles by
Ministry of Finance and non-arranging
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Amount of Pe‘rcentage to the
unspent provision total provision’

National Revrew Actron Plan (Rs 7 95 crore) .

vii, Eco-Development around lmportant protected ‘

areas (Rs 7.73 crore)

viii. Fuel wood and Fodder PI‘O_]CCtS (Rs 4 62 A
crore)

of workshops

Non-ﬁnahsatlon of terms and condmons
of consultants

Non/late/less—recelpt of -
proposals/projects from the State
governiients. :

8. 39 Department of Health (Ministry of -
Health-and Famlly Welfare)

16230 8

Schemes / lProjects / Actnvutnes most aﬂfected lby‘

unspelmt prowsuon :

i -Urban Health Servrces- Allopathy- Hosprtals
and Dlspensanes {Rs 11.33 crore)

ii. : Medrcal Education, Trammg and Research-
Allopathy-Educatton Rs21.27 crore)

ii, Preventlon and Control of Diseases
’ (Rs 108:55 crore)

iv. Assistance towards expendrture on
Hospltahsatron of the.poor (Rs’ 22 85 crore) :

"v. Setting up of National liness Asslstance
Fund (Rs 4.50 crore) '

vi. Cancer Research and Treatment- Programme
(Rs 5.00 crore)

~vii. Tralmng- other schemes (Rs 9.11 crore) -

viii. Public Health Laboratories — Other Schemes
(Rs 8.04 crore)

- Contrnlbutory reasons statedl by the

Mlmnstry/ll)epartment

Non- settmg up of Accndent and Trauma

Centre . and carry forward of unspent

: orant of previous year.,

~ Late recelpt of proposals for publicity -
" under urban area of State of Gujarat and -

Navi. Mumbai "and -nén- ﬁnahsatlon ‘of

. agency for éxecution of crvrl works

- Non settmg up of State lllness Funds by
- State governments and Umon ‘Territory
~ of Pondicherry and less.release of funds

on- account of less contributions by
States.

Non- supply of choloroqume tablets by
M/S Goa Antlbrotrcs and cancellation of
ténder for procurement of. pricking’
needles (Lancet).

Less purchase/delay in procurement of".
machinery . and equrpments materials
and goods.

Economy cut 1mposed by the Ministry of
Fmance ’

9. - 45-Other Expendrture of the Mrmstry of
" Home Affairs o

~ Schemes / ll”m_uects / Actwutnes most affected by
unspent pmvnsron :

i. Payment to the former Chogyal (Rs 10.00
crore) -

ii. National Identity Card Scheme (Rs 5.00
crore)

ifi. Other Rehabrhtatron Schemes Assam
(Rs 5.76 crore)

13735 20

Contrnhutory reasons statedl by the
Ministry/Department

) Non-sanctron of ﬁmds/non-ﬁnahsatron

of some schemes and delay in clearance’

“of projects.’

- Non—settlement of claims submitted by -

the Ex- Chogyal of Sikkim. -

. Non- feasrbthty of implementation of the
‘scheme “of ~ ‘National Identity Card
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: ‘.('}‘ra‘nt No. and Controlling Ministry

' unspent provrsnon '

bl'—‘e‘rcentage to the
- total provision

Amount of

Debt Relief Scheme for the Borrowers in the
State of Jammu and Kashmir
(Rs 50.01 crore)

Repatriates from Sri Lanka — Relief Grants

: Scheme

Reductlon in number of borrowers and
delay in clearance of the Project under
debt relief scheme. :

(RS 5.00 crore) Delay in submission of action plan by .
vi. Schemés of North Eastem Councnl (Rs 45.02 government of Assam for Sh'ﬂmg
crore) fifteen thousand refugee families to
. ) , ) then' erstwhile villages.
vii. Other Miscellaneous items (Rs 18.99 crore)
' Non.—sanctlon of schemes by the
. concerned State governments of
Meghalaya and Tripura.
Reduction of grant at revised estimates
stage by Ministry of Finance
10.  47- Department of Educatlon (Mmrstry of .

"Human Resource Development)

596.84 ' 8

Schemes / PrOJects / Activities most affected by
unspent prov:sron

i

Vi.

viis

viii.

ix.
Xi.

xii.

Xiii

National Programme of Media Pubhc1ty and
Advocacy of UEE (Rs 10.00 crore_)

if.. National Elementary, Education Mission

(NEEM) (Rs 10.00 crore)

iii. Free Edu_cation for Girls (Rs.160.00 erore)
. Direct Central Assistance to Central

Institutions and Regional and State
Engineering Colleges (Rs 10. 00 erore)

Strengthening of Teachers Trammg
Institutions (Rs 20.00 crore) -

Lok Jumbish Rajasthan Project (Rs 30.25
crore)

District Primary. Educatlon Programme
(Rs 77.14 crore)

Non-formial’ Educatlon Programme
(Rs 195.20 crore)

National Open School (Rs 7.00 crore)

Setting up of Model Schools (Navodaya
Vidyalayas) (Rs 43.37 crore) -

Adult Educ_:atlon (Rs 35.8_6 crore) .

All India Council for Technical Education_
(Rs 21.23 crore)

. Communi_ty Polyteclmics (Rs 30:02 crore)

Contributory reasons stated by the
Ministry/Department

Non-approval/non-operation of some of
the schemes/proposals

Carry forward of unspent balances
available with State/Union Territory
governments/nodal/ implementing
agencies.

Late/mon-revision of the norms of the -
schemes of ‘non-formal education’.
Non-receipt of approval from the
Cabinet Commlttee on Economlc
Aﬁ‘alrs '

Recelpt of less. proposals for release of
funds from implémenting

'agenc1es/State/Umon Temtory

governments.”

-D‘e_lay in eonstru‘ction of new building of

National Open School at NOIDA.

Late approval of norms for enhancement
of assrstance to voluntary orgamzatlons

R Non-ﬁllmg up ¢ of vacant posts.

Ten {per ¢ cent mandatory cut 1mposed by
Mrmstry of Fmance
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Amnunt of = . Percentage to the

xiv. Improvement in the pay scale of University
-and college teachers (Rs 541.07 crore)

xv. Revision of Pay scales of Teachers of -
Technical Institutions (Rs 69.61 crore)

Xvi. Operati.on Black Board (Rs 85.41 crore)v

unspent provision . total provision

11 54-Department of Small Scale Industries
"and Agro & Rural Industries (Mrmstry of
Industry)

12205 T

Schemes / ijects / Activities most affected by
unspent provision :

i. Opening of Tool Rooms (Rs 9.74 crore)

ii. Infrastructural Development for SSls in Rural
Areas (Rs 10.00 crore)

iii. Rural Employment Generation Programme-
Implementation of Recommendatlon of
HPC(Rs 128.97 crore)

Contributory reasons stated by the -
Ministry/Department =

_Receipt of less proposals from
_State/Union Territory governments/
. implementing agencies/small Industries

Development Board of India.

- Deferment of the scheme of openmg of

Tool Room to next year.

, Slow 1mplementanon of programme and '

availability of unspent balances with
State Khadi and Vrllage Industries
Boards.

Reduction in provision 'for utilization
under non- lapseable pool for North
Eastern Region.

Slow pace of expenditure

Delay in approval of CAD/CAM centre
Chennai. S

12.  68-Department of Programme
Implementation (Ministry of Planning and
Programme Implementation)

190.49 BT

Schemes FProjects / Activities most affected by
unspent provnsmn

i. MP Local‘Area Deve]opment Scheme- ‘
Aséistance to District Rural Development
Agencies/Local Bodies (Rs 189.76 crore) |

Cdntributory reasons stated by the
- Ministry/Department - :

Non-receipt of expenditure statement
from the nodal off' ices

13.  70-Department of Rural Development

(Ministry of Rural Areas and Employment) '

12541 . .5

Schemes / Projects [ Activities most affected by
unspent provnsnon

i.  Rural Water Supply Programme (Rs 80.17
crore)

ii. Sewerage and Sanitation — Sanitation

Contribufory reasons stated by the
Mlmstry/Department

Carry forward of unspent balances with
State govemments/rmplementmg
agencies:
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No Grant No. and Controlling Ministry

Percentage to the
total provision -

Amount of
unspent provision

Services (Rs 1'6.70fcrore)

iii. National Old Age Pension Scheme-
Assistance to implementing agencies
(Rs.29.06 crore)

Cut imposed at revised estimates stage.

4. 71-Department of Rural Employment &
Poverty Alleviation (Ministry of Rural
Areas and Employment)

325.81 . 5

Schemes / Pro_lects ! Activities most affected by
unspent prevision

i. Training of Rural Youth for Seif-
Employment (Rs 69.90 crore)

ii. Rural Artisans (Rs 70.00 crore)

iii. Development of Wormen and Children in
Rural Areas (Rs 116.00 crore)

iv. Million Wells Scheme (Rs 100.00 crore)
v. Indira Awaas Yojana (Rs 100.06 crore)
vi. Jawahar Rojgar Yojana (Rs 24.20 crore)

- Cut imposed by Ministfy of Finance.

Contributory reasons stated by the
Mlmstry/Department

Availability of huge balances with the
State govemments/lmplementmg
agencies.

Merger of some schemes with the new
scheme of Swaranjayanti Gram
Swarozgar Yojana.

Receipt of less proposals from the
States/implementing agencies.

15. 77- Department of Mmes (Ministry of Steel
and Mines) -

178.04 38

Schemes / Projects / Activities most affected by
unspent provision

i.  Subsidy to Hindustan Copper Ltd. (Rs 167 43
crore)

ii. Miscellaneous Major Expenditure on
Different Operation (Rs 18.41 crore)

- Contributory reasons stated by the

Ministry/Department

Non-materialisation of purchases indents
placed with Directorate General of
Supplies and Disposals.

'Non-requirement of funds due to book

adjustment only for waiver of interest to

16.  79- Roads (Ministry of Surface Transport) ’

Hindustan Copper Ltd.
Mandatory cut 1mposed by Mmlstry of
Finance. e

" 250.90 : 9

Schemes / Projects / Activities most affected by
unspent provision

i. National -Highways —Road Works —
Maintenance by Roads Wing (Rs 258.90
crore). '

ii. Strategic and Border Roads — Other
Expenditure — Bhutan Compensatory
allowance (Rs 10.43 crore)

iii. Highway Research (Rs 9.28 crore)

Contributory reasons stated by the

‘Ministry/Department

Non-finalisation of prescribed
requirement/tenders and adjustment of
less claims.

Less.posting of personnel in Bhutan.

Less demand for ongoing works, non-
clearance of nghway Management
Scheme.

Less than anticipated utilisation for
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iv. Air Lift Charges (Rs 6.29 crore). World Bank Training. -
17.  88-Ministry of Social Justice and' : .

Empowerment "134.30 12

Schemes / Projects / Activities most aﬁectedl by
unspent provision

1.

ii.

Kasturba Gandhi Swatantrata Vid‘yalaya
(Rs 50.00 crore)

Special Education Development Programme
for girls belonging to SCs of very low literacy
level (Rs 4.30 crore) :

ili. Assistance to voluntary organizations for

iv.

V.

vi.

Vii.

Scheduled Castes (Rs 4.39 crore)

Assistance to voluntary organizations for
Scheduled Tribes (Rs 14.78 crore)

Education complex in low literacy pockets for
development of women literacy in tribal areas
(Rs 6.97 crore) .

Assistance to voluntary organizations for
programmes relating to Aged (Rs 4.19 crore)

Other schemes (Rs 32.33 crore)

Contributory reasons stated by the
Ministry/Department .

Non/less receipt of proposals from State
governments/voluntary organizations.

Non/late approval af prdpdsals/échen;lés.

Reduction in the allocation of funds.

Revenue-C harged

18.

28- Interest Payments (Ministry of Finance)

1810.76 2

Schemes / Projects / Activities imost aﬁccted by
unspent provision

i.

iii.

iv.

Vi.

vii.

viii.

Interest on Investment in special Government
of India securities issued against net
collections of small savings from 1999-00
(Rs 560.00 crore)

IntereSt on Market Loans (Rs 1591.61 crore)

Discount on Treasury Bills- 91 days Treasury
Bills (Rs 423.14 crore) -

14-days Treasury Bills (Rs 168.37 crore)

Interest on Ways and Means Advances
(Rs 220.88 crore)

Compensation and other Bonds (Rs 137.41
crore) ’

Interest on External Debt.
Interest on Special Deposits and Accounts
Interest on Reserve Funds

Interest on special bonds to oil companies

Contributory reasons stated by the
anstry/Departmem

Less than anticipated issue of Treasury' :
Bills.

Change in the market borrowmg
programme.

Decline in-interest rate on Ways and
Means Advances. :

‘Exchange rate variation. -

Less interest payment on account of -
more withdrawal of fund by the
LIC/GIC.

Less issue of securities than planned on

“account of improvement in financial

position of UTL.

Less payment of i interest owing to less
appropriation to and more withdrawals
from the funds than anticipated.
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against OCC liabilities (Rs 299.79 crore) . Premature redemption of bonds.

19.  29-Transfers to State and Union Territory ' :
governments (Miriistry of Finance) 707.37 , 2

Schemes / Proyects [ Activities most affected by Contributory reasons stated by the
unspem provision Ministry/Department

i.  Grants for upgradation of services and specxal Less release of grants to State
problem (Rs 802.68 crore) governments owing to non-receipt of

. . utilization/completion certificate.
ii. Contribution to Calamlty Relief Fund P :

(Rs 26.58 crore) Non-release of 4™ instalrhent of Calamity
) . : Relief Fund to Bihar, Maharashtra and
iii. Grants for Local Bodies (Rs 622.24 crore) Manipur, as these governments did not
iv. States share of Additional Excise Duties in constitute Calam1_ty Relief Fund until
lieu of Sales Tax- (Rs 675.38 crore) 31.3.2000.

Shortfall in collection of Additional
Excise Duties in lieu of Sales Tax.

Capital-Voted

20.  26-Currency, Coinage and"-Stamps

(Ministry of Finance) 239.61 ' 42
Schemes / Projects / Activities most affected by Contributory reasons stated by the
unspent provision Ministry/Department
i Purchase of metal and import of coins from Non-receipt of metals owing to delay in

abroad (Rs 186.74 crore) o finalisation of agreement and non-receipt

of inward claims for balance two percent

ii. Buildings, Plarit and Machinery of Security payment of stainless steel blank coins.

Paper Mills, Mint and India Secunty Press
Nasik (Rs 54, 20 crore) Less receipt of uncurrent and confiscated
coins.

Delay in inspection and.shipment of
coins following revision of policy of
inspection.

Delay in financial and administrative
approval for construction of building.

Non-procurement of machinery owing to
non-finalisation of tenders for six colour
offset machines.
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21.  27-Payments to Financial Instltutrons
(Ministry of Finance)

1358.54 S 20

Schemes / Projects / Activities most affected by
unspent provision :

i. Subscnptron to the share capital of Ex'port;
Import Bank of India (Rs 50.00 crore)

" ii. Payment to Unit Trust of India (Rs 1510.00
: crore)

_iii. Loans to National Bank for Agricultural and
Rural Development and Industrial Credit and
Investment Carporation of India (Rs 39.30
crore)

Contributory reasons stated by the

Mmlstrylll)epartment

Reduction of provision at revised
estimates stage as per decision to restrict
the release of share capital.

Less requirement toWard_s payment to
Unit Trust of India owing to fall in book

. value of securities transferred from US-
64 to SUS-99.

Receipt of less than anticipated clalms
for reimbursement from . )
Banks/Corporations owing to less
disbursal of funds by foreign agencies. -

| 22.° 36-Direct Taxes (Ministry of Finance)

118.44 o 72

Schemes / Projects / Activities most affected by

Contrnbutory reasons stated by the

unspent provision M mlstry/Department
i.  Acquisition of Ready-built Accommodation Non-ﬁnalrsatron of proposals for
(Rs 65.21 crore), + purchase- of various suitable
.. - - offi ce/resrdentlal accommodatron
ii. Acquisition of immovable property under
Chapter XXC of Income Tax Act, 1961 Less acqursmon of» 1mmovab1e
" (Rs 28.96 crore) properties.
iii. Residential Buildings for Income Tax
"Employees (Rs 24.27 crore) ’
23. 39—Department of Health (Mrmstry of ' :
Health and Family Welfare) - 15399 36

Schemes / Projects / Actijvﬁties most affected by
unspent provision

i.  Purchase of Materials in India and Abroad
(Rs 86.45 crore)

ii. Bulk purchase of material and eqmpment for
National AIDS Control Programme (Rs.23.16
crore)

fii, Bulk purchase of material and equipment. for

prevention of Visual Impairment and Control -

of Blindness and Trachoma Control
Programme (Rs 11.99. crore)

iv. National Malaria Eradlcatron Programme -
(Rs 30.61 crore)

Contributory reasons §tated by the
Ministry/Department

Non;brocurement of ' propriety items
owing to non-finalisation of vocabulary
of Medical Stores -

Non-recerpt of indents from North-
Eastern région by Government Medlcal :
Store Depot, Guwahatr

Non-procurement of equipments on
account of delayed finalisation of .bids"
etc. . =

Delay in completion of procurement
procedures on account of clearance of
issues relating to tender evaluation from
World Bank
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Non-receipt of delivery of goods and
economy cuts.

24.  54-Department of Small Scale Industries
and Agro & Rural Industries (Ministry of
Industry)

238.69 87

Scheimes / Projects / Activiﬁe’s most affected by

unspent provision ' :

i.- Khadi and Village Industries (Rs 238.66
crore) - . ‘

Contributory reasons stated by the
Ministry/Department

Post bddget decision for reduction of -
provision relating to renewal of past
loans of Khadi Industries.

25. '69-Ministry of Powe_r

178.50 , 6

Schemes / Projects / Activities most affected by
unspent provision '

i. Investment in/Loans to Rural Electrification
Corporation Ltd. (Rs 59.17 crore)

ii. Investment in/Loans to Nathpa Jhakri PBwer
Corporation (Rs 93.00 crore)

iii. Sardar Sarovar Scheme (Rs 37.27 crore)

iv. Loans to Tehri Hydro Development
Corporation (Rs 18.00 crore)

v. Loans to Power Grid Corporé,tion of India
(Rs 74.52 crore)

Contributory reasons stated by the
Ministry/Department

Post budget decision not to release
equity but to-allow the Rural
Electrification Corporation to raise

- resources from the market.

Slow progress of work in major civil
contracts on account of disruptions.

Non-receipt of proposals from State
Government of Madhya Pradesh for
proportionate release of Government of
India’s share in resource gap.

Delay in receipt of matching
contribution from State Government of
Uttar Pradesh.

Receipt of less than anticipated claims
from State Electri¢ity Board.

Non-procurement/delay in supply of
equipments.

26.  79-Roads (Ministry of Surface Transport)

389.39 10

Schemes / Projects / Activities most affected by
unspent provision

i, National H ighways — Road works- Works
under Road Wing (Rs 391.34 crore)

ii. Work Financed from National Highways
Permanent-Bridges Fees Fund (Rs 17.18
crore) .

Contributory reasons stated by the
Ministry/Department

Less sanction of schemes

Non-payment of certain claims for want
of documents :
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27.- 80-Ports, Lighthouses & Shipping . -
(Ministry of Surface Transport)

163.21 ' 27

Schemes / Projects / Activities most: aﬁ"t‘ected by
unspent provision -

i. = Survey Vessels (Rs 7.82 Crore)
ii. Loans to Port Trust (Rs 136‘44 crore)

iii. Hooghly Dock and Ports Engmeers Lid.
- (Rs6.30 crore)

iv. 'Hrndustan Shipyard Ltd: (Rs 5.00vcrore)
v. Cochin Shipyard Ltd. (Rs 5.00 crore)

Contrnlbutnry reasons statedl by the
M[mustry/Department .

Reduction in quantum of wprk.
Non:mobilisation of Dr_edgen ‘

Deferment of some payments '

Delay in productlon of Hydrographrc

Vessel.

«Reductlon of provrsron at revised

estlmates stage.

28.  83-Urban Development (Ministry of Urban

Affairs and ]Emp]oyment)

10395 20

Schemes / IPmyects / Actﬁwtnes most: nﬂfected by

unspent provision

i. * Government resrdentlal Bulldmgs (Rs 56 09
crore) -

ii. Investment m/Loans to Local' '
Co Bodles/Corporatlons/Publlc Sector and other
undertaking (Rs 49.00 crore)

,Cnntrnbutury reasons stated by the =

anstrylﬂ)epartment

‘ Non—recelpt of admmlstratlve approval
-and expenditure sanction for purchase of
‘land/construction of residential

accommodation.

B‘udgétary cut imposed by Ministry of

" Finance at revised estimates stage.

Non-commencement of construction
works.

29. 89-Atom1c Energy (Department of Atomic
Energy)

117.74 14

Schemes / Projects / Activities most-affected by
unspent provision

i. Investment in Indian Rare Earth Limited
and Uranium Corporation of India lelted
(Rs 18.00 crore) -

ii. Heavy Water Production (Rs 98.50 crore)

iii.  Nuclear Fuel Complex (Rs 10,28 crore)
iv.  Fuel Reprécess’ing (Rs 57.63 crore)

\2 Board of Radiation and Isotope
Technology (Rs 9.06 crore)

vi; Bhabha Atomic Research Centre
(Rs 5.31 crore)

- vii.  Indira Gandhi Centre for Atomic Research

Contributnry-reasuns stated lby‘
the Ministry/Department

Non/delay in receipt of equipment,

_ consumables, materials and other

supplies.

Slow progress of works/projects.

.Downward revision of energy
“tariff. ’

Reassessment of requirement and

_reduction in the cost of finished

products. _ -

.Rescheduling of procurement of

equipment.

(Rs 8.60 crore)
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viii. Other Research Facilities (Rs 4.64 crore)

30.  93-Department of Space

151.21 39

Schemes / Projécts / Activities most affected by
unspent provision

i. ' Space Technology (Rs 121.83 crore)

ii. _Spacecraﬁs-INSAT-3 satellites (Rs 40.34 -

. cforé)
i Spacé Application (Rs 18.03 crore)
-iv:  Housing (Rs 8.94 crore)

Contributory reasons stated by the
Ministry/Department

Spill'over of payment to next financial
year. »

Non-finalisation/sanction of projects. -

Slippage in delivery schedule of
equipments.

Delay in placement of order for major
sub-systems following unforeseen
problems in finalisation of the design.

Phasing out of payment for Compact
Antenna Test Range.

Non/Delay in proéurement of equipment.
Non-commissioning of equipment.
Non-finalisation of contract.

Deferment of construction of quarters.

31.  29-Transfers to State and Union Territory
governments (Ministry of Finance)

439.18 2

Schemes / Projects / Activities most affected by
unspent provision '

i.  Block Loans (Rs 890.31 crore)

ii. Extended Whys and Means Advances
(Rs 430.00 crore)

Contributory reasons stéted by the
Ministry/Department

Non-receipt of claim from Government
of Gujarat for Sardar Sarovar Project.

Cut in central assistance on account of
short fall in achievement of plan.

Less release of extended ways and
means advances.

‘Diversion of funds to meet allocation

recommended by the Planning
Commission to the Government of Uttar
Pradesh for Uttranchal under Additional
Central Assistance for Hill Area.

Less release of assistance for
Accelerated Irrigation Benefit
Programme on the basis of matching
contribution on the recommendation of
Ministry of Water Resources.

135



) The CAG's IReponl on
"Union Government Accounts 1999=2000

Sk Grant No. and Contralling Ministry Amountof  Percentage to the -
Ne. unspent provision  -total provision - -

32. 3l-Repayment of Debt(Mmrstry of - o - e
Finance) _  55805.16 f 15

" Schemes / Projects / Activities most alft"ectedl by - Contrrhntnry Teasons: statedl by the
unspent provrsron o . Mrnrstry/ll)epartrnent '

i. 91days Treasury Bills (Rs 21364. 90 crore) Non-preference of claims by the holders '
ii. 14 days Treasury Bills (Rs 38485.50 crore) ofGovemment Secuntres

iii. 9% Relicf Bonds, 1987 (Rs 156.76 crore) =00 than anticipated discharge of

. : Treasury Bllls L )

1 0,

iv. 9% Relref Bonds, 1 993 (RS_38'97 cror_e) : - Less issue of mtermedrate Treasury Brlls
v. Market Loans (Rs 21.90 crore) ' _ ,than antlcrpated :

-vi. External Debt o ' - Revision of encashment schedule by
: Co Agricultural Develop_ment Fund.

Less than antieipated eneashment of
bonds by the holders: - )

Exchange rate variation.

14.11 The unspent provision of Rs 100" crore - or more in each grant/

appropriation in 32 eases of 26 grants and two' appropriations aggregated to

Rs 6867.44 crore and Rs 58762.47 crore respectively. Large unspent provision .
occurred in developmental areas - like health, education, welfare' rural

development rural employment and poverty allevratlon urban development

roads, etc. The. contrrbutory reasons attributed for the unspent provrsron by the
mrnrstrres/departrnents reveal that some of the schemes in these areas as
planned durmg the year, failed to take off.” '

Unspent Provnsron between Rs 20 crore and Rs MD@ crore

11.12 Apart from the above 32 cases in another 37 sections of 32 grants
where unspent provision. in each case was less than Rs 100 crore but in excess
of Rs 20 crore aggregated to Rs 1748.21 crore. Appendix-XX has the details.

Surrender olf Unspent Provrsron

11.13- ‘Sufrender’ is a budgetary device by whlch the portron of grant or
appropriation not utlhsed by the spending department gets communicated to
" the Ministry of Finance and accepted by the latter which can be reallocated to
any other. sector. Accordmg to the prov1s1ons of the GFR. 69, unspent
provrsrons in a grant or appropriation are to be surrendered to government as
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soon as these are foreseen wit_hoﬁt waiting for the last day of the year. Unspent
provision should also not be held in reserve for possible future excess. During
1999-00 under 215 segments of 96 grants/appropriations there was unspent
- provision of Rs 68017. 65 crore out of which Rs. 0 57 crore were offset by
excess under two segments of two grants resultmg in net unspent prov1s1on of
Rs 68017.08 crore. Out of the gross unspent prov1snon of 68017.65 crore ‘the

-~ amounts sunendered have been shown in Table 11.5.

'H‘alblle ]l]l.,S: Details of Unnspem ]?mv_ngsu_on ammﬂ Sunn'reuﬁder thereof -

S Rs in crore.
a - Gu‘@#'s ui;nspemt" Am@um . 'Amuum Amount not -
' provision - surrendered ;_snmr;renderedl.on sumremﬂen‘edl
. A “. .. ‘last date
Revenue _ 7 3 . A T
Voted = 507621  3579.60 © 2597.78 - 1496.61
Charged =~ - 2560.64 66609 65803 189455 -
Total Revenue . 763685 . 4245.69 3255.81 3391.16
Capital L o ’ ' B
¥ Voted 406255 367351 0261099 389.04
 Charged .. 5631825 5613358 .. -S6111.17 . 184.67
 Total capital . 60380.80  59807.09 58722.16 57371

Grand total , 68017.65 64052.79 61977.97 3964.87".

11.14 Uhspent provision of Rs 59850.40 crore was due to lesser discharge
and cancellation of 91 and 14 days treasury bills: Out of thns Rs 55287 57,
. crore were surrendelred and the balance unspent provision was re=appropr1ated :
-within the appropnatlon The major amounts (more than rupees forty crore)
not surrendered under the grants pertaining to the Ministries of Fertilizers
(Rs 401.11 crore), Environment and Forests (Rs.49.19 crore), External Affaife
(Rs.77.52 crore), Finance (Interest Payments) (Rs.1810.76 crore) Health .-
(Rs 77.04 crore), Information & Broadcasting (]Broadcastmg Serv1ces)
(Rs. 90.36 crore), Programme Implementation (Rs.1189.76 crore), - Mines
(Rs.169.72 crore) and Surface Transport (Roads) (Rs.321.69 crore).

]111&5 On the other hand, under the grants pertaining to Ministries of:
Agriculture, Defence, Finance (Currency; Coinage and Stamps), Home (Police -
and Other Expenditure), Human Resource Development {Culture), Law Justice
& Company Affairs (Supreme Court of India), Personnel, Public Grievances
and Pension, and Surface Transport (Ports, ']Lightheuses and Shipping), the
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amount sutrendered exceeded the amount of unspent provision under the
segments of the grants. Appendix-XXI gives the details. -

11.16 The above instances suggest that there is much scope fe'r improvement
in regard to surrender of unspent provisions by the ministries:

'Re-appropriation of Funds

-11.17 A grant or appropriation for disbursements is distributed by sub-heads
or standard objects under which it is accounted. The com'petent executive
authorities can approve re- approprlanon of funds, between primary units of
approprnauon within a grant or appropriation, before the close of financial year
to which such grant or appropriation relates. Re—appropna_txon ‘of funds should
be made only when it is known or anticipated that the appropriation for the
unit from which funds are to be transferred will not be ut111sed in full or that
unspent prov1s1on can be effected in the unit of appropnatmn '

Heavy ]Re=approprnatmn of Funds

11.18 Test check of appropriation accounts with reference to re-appropriation
orders for 1999-00 revealed that out of the total sanctioned pr0v1s1on of
Rs 669855 crore, an”amount of Rs 17175 crore ‘was re- appropnated between
- the - different primary units of approprlatlon defeating the original
V purpose/act1v1ty as authonsed by Parhament Detalls of such re- appropnatlon
are glven in Table 11.6. :

Table 11.6: Details of Re-appropriation of Funds

‘ . , ] . Rsincrore
Revenue S Camtaﬂ» o Total -
S o Voted Charged Voted - Charged :
Sanctioned provision ~ 131418 - 129523 ' 26362 382552 669855
Amount re-appropriated 6471 - 3836 .. 1517 5351 ) 17175

1l 19 In the developmental and. welfare areas such as Agncultural Research
and ]Educatlon {(Rs 101 crore), Animal Husbandry and Danymg (Rs 93 crore),

 Fertilizers (Rs 745 crore), Coal (Rs 135 crore), Payment to Financial -

Institutions (Rs 312 crore) Pension” (Rs 116 crore) Héalth- (Rs 147 crore)
Family Welfare (Rs 390 ‘crore); ‘Transfers to State and . Umon Tenntory
‘ govemments (Rs 3585 crore), ][nterest Payment (Rs 2317 crore), Repayment of

Debt (Rs4463 crore), Education (Rs' 990 crore) Indirect Taxes(Rs 158 cror_e), .
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Broadcasting Services (Rs 149 crore), Heavy Industry (Rs 401 crore); Power
(Rs 230 .crore); Rural Employment and Poverty Alleviation (Rs 543 crore),
Scientific and Industrial Research (Rs 139 crore), Roads (Rs 149 crore),
Textiles (Rs 110 crore), Atomic lEnergy (Rs 142 crore), Nuclear Power
Schemes (Rs 137 crore), Space (Rs 157 crore) heavy re-approprlatron of funds
were mainly from welfare activities to the establlshment related activities,
payment- of grants-in-aid and other non-developmental/welfare activities
because sufﬁcrent fund under these activities could not be got authorised. at
budget stage, Such re-appropriation of funds c_onﬂllcted with the original
purpose for which the funds were authorised by Parliament. ’

Imj udﬁcﬁous Re-appropriation to Sub-heads

1120 Test check of the accounts revealed that in 17 cases of 12
- grants/appropriations as per the details in ‘AppendiX-XXH, re-appropriations
aggregating Rs 17.64 crore were injudicious, as the original provision under
the sub-heads to which funds were transferred by re-appropriation was more
than adequate. Consequently the final savmg under the sub-heads were more
than the amount re- appropnated to these sub-heads. The position of similar
* injudicious re-appropriations in respect of grants of railways, posts and
telecommunications and defence services have been included in the respectrve
audit reports

Erreguﬁar Re-appropriation

11.21 As per the extant instructions of Ministry of Finance issued at the
instance of the Public Accounts Committee (Eighth Lok Sabha) vide its
recommendation in 147" Report, any re-appropriation order issued durlng the
year which has the effect of i increasing 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
exceptlonal 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 Secretary, Department of Expenditure. '

11. 22 Test check of approprratlon accounts for 1999-00 revealed that there
were 319 sub-heads/cases of 67 grants/approprratlons to which re-
appropriation in excess of Rupees one crore was made Out of these in 162
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sub-heads/cases involving 56 grants/appropriations, the re- 'approprlatron
exceeded 25 percent of the budget provision; and, were required to be reported
to ]Parllament through the last batch of supplementary demands for grants.
Only in 32 cases, such re—approprratlon were reported to Parliament and in
' respect of remaining 130 cases the exception was made the rule undermmmg
the Parhamentary financial control by different mlmstnes/departments In
these cases despite prior knowledge, the- approval of Secretary (]Expendlture)
was obtamed at very end of the financial year instead of reporting the re-
appropnatron to Parliament. In most of these cases the mmlstnes/departments
did not explam as to why they were: not in a posmon to report the re-
approprlatlons to the Parhament :

Re-appropriation without Prior Approva]l of Secretary (Expenditire)

11.23 In the context of the efforts to Akeep the fiscal deficit under. control,
Ministry of Finance had prescrrbed that all e-approprratlons whlch would
have the effect of increasing the budget provision by rupees one crore or more
under a sub-head should be made only with the prior approval of Secretary
(Expendlture) even if the amount re-appropriated was within 25 per cent of the
provision-covered under the 11m1t govemmg re-appropriation mentioned in the
preceding paragraph. - -

11.24 Sample check of appropriation accounts for 1999- 00 revea]led that there
were 157 sub-heads under which re-appropnatron in excess of rupees one
crore but not exceeding 25 percent of the budget provision was made and as
such prior approval 'of Secretary (]Expendlture) was Tequired to be obtained,
- however scrutiny of grant no 41-Department of Family Welfare revealed that
" the Department’ re-appropriated Rs 32. 50 crore to the sub=head ‘Reproductrve
and Child Health Project under major head 3601=Grants=m=ard to State
: govemments but the prior approval of Secretary (Expendlture) was not
obtamed ‘However on-being pomted out by audit ex-post-facto approva]l of
Secretary (]Expendrture) was obtained on 12 Septernber 2000.

11.25 Scrutmy of grant no IOO—Chandrgarh also revealed that against the -
sanctioned provrsron of Rs?9. 09. crore (original Rs8.33 crore and
supp]lementary Rs 0.76 crore) the admlmstratron re-approprrated Rs 1.02 crore
to the sub-head ‘General Hosprtal Chandigarh under major head 2210-
Medical ‘and Public Health’ but the administration had neither reported the

N

140°




Appropriation Accounts 1999-00: An Analysis

augmerntation of funds by re-appropriation to Parliament through' the last batch
of supplementary demands for grants nor obtained prior approval of the
Secretary/Additional Secretary, Department of Expenditure. '

R&appmpman@m in violation of frhe imstructions of the Mnmstry of
LFmamnce ‘

11.26 As per provision of Rule 10(6)(b) of the Delegation of Financial Power
Rules and M[mnstry ‘of Finance O.M.No.7 (3)/E/(Coord)/99 dated 5 August
1999, no re-appropriation of funds to ‘augment :the funds under TA, office
expenses, POL, OTA, honoranum etc. would be allowed during the financial .
year. However in respect of fo]llowmg grants, the: instructions of the Ministry
of Finance were not followed. ' '

() Grant No. 42-Ministry of Home Affairs

11.27 Scrutiny of headwise appropriation accounts of grént no. 42- Ministry
of Home Affairé disclosed that the Ministry had augmented funds to the extent
of Rs.1.12 crore under the primary unit ‘office expenses’ and Rs 2.39 crore to

- the head ‘domestic travel expenses’ violating the provisions of the O.M. On
being pomted out by audit, the Mmlsfbry stated (Jan. 2001) that the re-
appropriation under office expenses were made due to purchase of bullet proof .
cars, Teplacement of five condemned vehicles, increase in office expenses,
purchase of furniture and equlpment for Directorate of Census Operation.
Under domestic travel expenses, re-appropriation was made due to special
course for nuclear tours, payment of ']I‘A\conveygnce allowance at enhanced
rates and payment of arrears of pending bills relating to election duties etc.
The reply of the Ministry is not tenable as'all these were not. unantnclpated
expenses and the Ministry was requnred to make necessary provision in "the
budget or obtain the supplementary grant.

(if) Grant No. 39- Department of Health

11.28 Department. of Health had augmented: funds to the extent of
Rs 1.05 crore to. the head “office expenses’ and.‘Rs 0.39 crore to- ‘overtime
allowance’ violating the provision of the above QM. ]De]panment s reply was
awaited. ' '
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Irregular Re—approprnatnon ]Exceedmg the Provﬁsmn: Grant
No.38-Ministry of Food Processmg Industries.

11.29 As per provisions of Rule 72 of the GJFR, re-appropriation of funds can
take place from one primary unit of appropriation. to another primary unit

within the grant or appropriation at any time before the close of the ﬁnancial |
' year. Further, as per prov1s1ons of Rule 71 of the GFR, no expendlture ¢an be
incurred which may have the effect of exceedmg the total grant ‘or
appropnatlon authorised by Parliament by law for a ﬁnanc1al year, except after
obtammg a supplementary grant or appropnatlon or an advance from
Contrngency Fund ‘of India. Rule 61 of the. GFR also .do. not " permrt_
dlsbursements to be made out of Consolrdated Fund of India in antlclpatnon of
Approprlatxon Bill relatrng to the budget of a fmancral year.

11.30 Scrutmy of headwise appropriation accounts in respect of grant no.38-

- Mrmstry of ]Food ]Processmg Industries for the year'1999-00 revealed that the

Ministry had re- appropnated/surrendered an amount of Rs 10100 (TRS)
agamst the’ orlgmal provision of Rs 10000 (TRs) from the ‘sub-head
‘Assistance for Creation of Funds for Development of Food Processing. -
Industries’ (M.H. 2408) to other sub-heads which resulted in re-appropriation -
of Rs 100 (TRs) more than the original provision under the sub-head. On
being pointed out, the Ministry stated that the said amount of Rs 0.01 crore -
was re-appropriated by budget division of the Mmlstry due to overs1ght Since
there was not sufficient provision under the sub-head for re-appropnatlon
anstry s action to re-appropriate/surrender funds more than the provision
from the sub-head was against the principle of sound financial management.

' Irregular Refapproprliatﬁon from Capital to Revenue Section .~

_lil 31 In terms of Government of India decision (2) below Rule 10 of
Delegation: of Financial Power Rules, the government-has no ‘power to re-
appropriate funds from capital to revenue section and vice-versa. Scrutmy of
grant no..85-Public Works for the year 1999-00 revealed that the Ministry of
~ Urban Development vide re-appropriation order No. G-_23011/9/9‘9-]DT R)
dated 30 March 2000 re-appropriated funds amounting to Rs 2.59 crore from A
capital to revenue. On being pointed out by audlt the Ministry Wlthdrew the

said re-appropriation order of dated 30 March 2000 on 14 July 2000 treating it
- as invalid and revised the grant accordingly. The re-appropriation of ‘
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Rs 2.59 crore from capital tb revenue and also the withdrawal of re-
appropriation order dated 30 March 2000 in July,,ZOOO (viz. after the close of
financial year) was irregular and in contravention of the Rule 72 of the GFR
: and the Delegation of Financial Powers Rules. '

Hssune of Re=appmprna&nmn Orders after the cH@se @ﬁ' the }Fmaﬁncnaﬂ Year
(Gmm No.67-Department of Statistics)

11.32° In terms of Rule 69 and 72 of the G]FR .departments of central
governmem are empowered to re-appropriate funds from one primary unit of
A, appropriation to another such unit within a grant or approprlanon and also to
surrender all ant1c1pated savmgs to the Mmlstry of Finance before the close of
- the financial year. On scrutiny of appropriation accounts and re-appropriation
orders in fespect of grant no.67- Department of Statistics, it was revealed that
'in violation of the provisions of the GFR the Department after obtaining ex-
post facto approval of Ministry of Finance ré-appropriated Rs 0.34 crore after
the close of the. financial year vide re-appropriation order No. G-23011/3/99-
B&F dated 13 July 2000. Since there is no provision of'ex-post facto approval,
ie—appropri‘atibﬁ afier the close of “the ﬁn’a’néial 'year was irregular and
unauthorised.

‘ Ut’nﬂﬁsa&ﬁ@m of Supplementary Gramnts

1133 Position of original and supplementary grants obtained under civil
ministries and 'percentag‘e of supplementary provision to the original provision
during last five years is given in Appendix-XXIIL Detalls of supplementary
' 'grants (cnvn]l) obtained dunng 1999- 00 are given in Table 11.7.
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Table 11.7: Supplementary Grant Obtained during 1999-00 in Civil Ministries

Rs in crore

Section Amount
Voted

Revenue 12779.88

Capital 1545.29

Loans and Advances 596.89
Charged

Revenue 8438.46

Capital 15.45

Public Debt 0.01

Loans and advances 3573.33
Total 26949.31
Number of grants/appropriations 84

Supplementary provision obtained but not utilised

15 grants Rs.317.53 crore

Estimation of Supplementary Grant/Appropriation

11.34 If the amount provided for in the sanctioned budget for any service in a
financial year is found to be insufficient for the purpose in that year or when a
need has arisen during that year for supplementary or additional disbursements
upon some ‘New Service’ not contemplated in the original budget for that
year, government is to obtain supplementary grants or appropriations in
accordance with the provisions of Article 115 (1) of the Constitution.

11.35 While obtaining the supplementary grant, ministry/department has to
keep in view the resources available or likely to be available during the year
and exercise due caution while forecasting its additional budgetary
requirement of funds and seeking supplementary provision. Resort to
supplementary demands should only be in exceptional and urgent cases.

11.36 Public Accounts Committee of 10" Lok Sabha in its 88" Report in
Para 1.39 has also commented on obtaining the supplementary grant or
appropriation in an ill conceived manner without conducting a proper and
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close scrutiny of expenditure incurred or likely to be incurred by them during
the financial year. '

Umnécessan'y Supplementary Gn‘auﬁﬁ

11.37 1In 16 cases relating to 15 grants as detailed in Table 11.8, although the
supplementary provisions were obtained during 1999-00 in anticipation of
higher expenditure, the final expenditure was less than even the original
_ grarits/appropriations. Thus, the entire amount of supplementary provision
aggregating to Rs.317.53 crore proved to be unnecessary.

Table 11.8: Unspent Provision more than Supplementary Grant/ .

Appropriation
: : » _ Rs in crore
Sl " Grant/appropriation Original ~Supplementary Actual Unspent -
Ne. provision grant obtained  disburse  provision
: ' . ments
‘Revenue —~ Voted
1. 8- Department of Consumer Affairs 27.37 243 17.63 12.17 -
2 24- Ministry of External Affairs . 1940.42 24.97 1880.28 85.11
3 49- Department of Culture - ‘ 358.41 15.90 343.57 30.74
4, 56- Broadcasting Services . 1926.60 v 17.81 1887.05 57.36
5 66- Planning 155.77 1.94 140.45 17.26
6 74- Department of Scientific and 814.96 3.25 810.95 7.26
Industrial Research
7. 77- Department of Mines 297.56 167.44 286.96 . 178.04
8. 85- Public Works - . 562.60 25.14 552.79 34.95
9. 102- Daman and Diu. 18337 1.56 159.54 25.39
Capital — Voted ,
10. . 1- Agriculture 119.20 © 443 14.26 9.37
11. 24- Ministry of External Affairs 269.02 15.00 =~ 252.87 3115
12. 42- Ministry of Home Affairs - 18.60 - 1.00 1532 4.28
13. 53- Department of Heavy Industry 37194 , 1622 51948 - 68.68
14. 83- Urban Development " 514.08 1444 _424.57 ©103.95
~ Capital —~ Charged ' . _ ‘

15.  69-Ministry of Power - 180 150 130 2.00

~16.  79-Roads - o S 3520 4.50 20.70 19.00
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11.38 As the disbursements under these grants was less than ‘the original
provision, the Ministries/Departments were required to obtain token/technical
supplementary for re-appropriating the unspent provisions within the grant
“instead of obtaining large amounts of supplementafy provisions and as such
the supplementary grants proved to be unnecessary.

Unrealistic Estimation of Supplcmentary Demands under Sub-heads

11.39 Under the following sub-heads as shown in Table. 11.9, the
ministries/departments obtained supplementary - grants during::1999-00 in
anticipation of higher disbursements/payments under these heads but the final
disbursemenits/payments were far less than even the original provisiori and as
such obtaining of supplementary grant under these sub-heads proved to be
- unnecessary which indicated that the supplementary demands were sought in
an unreallstlc manner

Table 11.9:  Unrealistic Estimation of Supplementary Demands
under Sub-heads :

Sl : Provision Reasons for
Na; Grant _ Sub-head _ N ~ -obtaining
: A (Rsin crore)  gypplementary grant
1. 10-Department  Loans for , 0. 200.00  For additional loans
: of Sugar and Rehabilitation/ S 17.77 for
Edible Oils ) ) rehabilitation/moderni

modernisation of sugar
mills /loans for sugar
mills for cane UP.  30.88
development '

AE. 186.89 sation of sugar mills
and cane development.

2. 79-Roads National Highways- 0. - 1838.28' For development of .

Road Works- Works 30720 State roads declared as
under Roads Wing to ’ national highways.
: "~ AE. 1754.14 Lo
“UP. 391.34

O= Original provision: S= Supplementary provision: AE=Actual disbursement: UP= Unspent provision

Grant No. 77 — Department of MineS'(Ministryr of Mines and Miner:ﬂs)

11.40 The Min’istry obtained supplementary grant -of Rs 167.43 crore in
December 1999 for payment of subsidy to Hindﬁstan Copper Ltd. for waiver
of interest: However, the whole amount remained unutilized. The. Ministry. .
explained the reasons for unutilisation as “adjustment of interest written
off/waived off to Hindustan Copper: Ltd. which involved book adjustment and
no cash flow and is a notional expenditure”. The contention of the Ministry
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was not tenable. If it was a book adjustment then a token supplementary grant
was to be obtained instead of large amount of supplementary grant.

11.41 Further, the Ministry did not surrender the amount despite being aware
that the same would not.be utilized. Obtaining of large supplementary grants
without proper assessment indicated lack of information systems and financial
control within the Ministry. |
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REVIEW OF SELECTED GRANTS

Grant No. 6: Department of Fertilizers
(Ministry of Chemicals & Fertilizers)

12.1 The main activities of the Department of Fertilizers include sectional
planning, promotion and development of the fertilizer industry, planning and
monitoring of production, import and distribution of fertilizers and
management of subsidy for indigenous and imported fertilizers. The position
of budget provision, actual disbursement and unspent provision under voted

portion of the grant during the last five years 1995-00 was as shown in
Table 12.1.

Table 12.1: Overall Position of the Grant for the Last Five Years

Rs in crore

, Total provision Actual disbursement Unspent provision
s Revenue Capital Revenue Capital Revenue Capital
1995-96 7371.41 625.60 7363.39 624.00 8.02 1.60
1996-97 6989.76 803.85 6943.88 691.05 45.88 112.80
1997-98 8369.14 645.85 8334.97 597.87 34.17 4798

1998-99 9483.59 594.62 8955.09 573.92 528.50 20.70

12.2 It would be seen from the above that unspent provisions under the
revenue section of the grant was in excess of four percent and it was in excess
of six percent in the capital section of the grant. Whole unspent provision in
1999-00 has decreased in volume in respect of revenue head and has increased
in capital head.

Unspent Amount and Excess Leading to net Unspent Provision

12.3 Persistent excess provisions were made in the budget leading to latter
re-appropriation made from the unspent provisions. Under revenue (voted)
section of the grant the gross unspent provision was largely off set by excess
disbursement under other heads resulting in net unspent provisions during
1995-00 as shown in Table 12.2. Few cases of major unspent provisions
during 1999-00 have been shown in Appendix-XXIV.
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Table 12.2: Unspent Amount and Excess Leading to Net Unspent Provision

Rs in crore
Var  Grosuspen  Omebroces e e
1995-96 86.62 78.60 8.02
1996-97 307.57 261.69 45.88
1997-98 1260.10 1225.93 34.17

1998-99 1409.70

Rush of Disbursement

12.4 Department of Fertiliser made disbursements ranging from 26 to 100
percent of total in January to March during 1995-00 under the major heads,
per details shown in Appendix-XXV. Since the funds released to the various
organizations in the month of March cannot constructively be spent during the
year, it is not possible to conclude whether the funds were applied for the
purpose for which these were authorised.

Unrealistic Budgeting

12.5 As per instructions contained in Appendix 3 to Rule 53 of the GFRs,
ministries are required to prepare their estimates, keeping in view the trend of
disbursement during the previous years and other relevant factors like
economy instructions issued by the Ministry of Finance. Scrutiny of
appropriation accounts for the last three years (1997-00) revealed that under
the major head ‘2401°- Crop Husbandry- Import of Fertilisers-subsidies’ the
provision was made much in excess of actual requirement every year resulting
in large unspent provision from 42 percent to 81 percent as detailed in
Table 12.3 below, which is indicative of over optimistic budgeting or of
making excess provisions for re-appropriation latter to other sub-heads.

Table 12.3: Overall Position of Funds for the Last Three Years

Rs in crore
Actual Unspent provision
Year Total provision disb ¢
ESIEESCISER Amount Percentage
1997-98 2861.99 1658.71 1203.28 42

1998-99 173999 333.09 1406.90 : l
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Irregular Re-appropriation from Capital to Revenue Section

12.6 According to Government of India decision (2) and (4) below Rule 10
of Delegation of Financial Power Rules (DFPR), the government has no power
to re-appropriate funds from capital to revenue section and vice versa.
Scrutiny of grant for 1999-00 revealed that ignoring the provisions of the
DFPR, the Department of Fertilizer re-appropriated Rs 8.37 crore from major
head ‘6855-Loans for Fertilizer Industries (capital section) to major head
*2852-Industries-Grants under Indo-UK Fertilizer Development Programme
(revenue section) for implementing KRIBHCO’s Rainfed Farming Project
vide re-appropriation order dated 31 March 2000. On being pointed out by
audit the Department withdrew the said re-appropriation order. The re-
appropriation of Rs 8.37 crore from capital to revenue section and also
withdrawal of re-appropriation order after the close of the financial year was
irregular and in contravention of the GFR and the DFPR.

Delay in Surrender of Unspent Provision

12.7  Scrutiny of the appropriation accounts revealed that the department
surrendered the unspent provisions on the last working day of the financial
year during the last three years as detailed in Table 12.4.

Table 12.4: Details of Dates of Surrender of Funds

Rs in crore
Vb Date of approval  Date of surrender of Amount
of REs. unspent provision Surrendered
1997-98 2.2.98 31.3.1998 82.22

1998-99 18.1.99

31.3.1999 25.15
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Grant No. 23:Ministry of Environment and Forests

12.8 The Ministry of Environment and Forests is the nodal agency in the
administrative structure of the central government for the planning, promotion,
co-ordination and implementation of the various environmental and forestry
programmes. Conservation and survey of flora, fauna, forests and wildlife,
prevention and control of pollution, afforestation and regeneration of degraded
areas and prevention of environment are the mandates of the Ministry. The
position of budget provision, actual disbursement and unspent provisions
during the last three years were as shown in Table 12.5.
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Table 12.5:Overall Position of Funds for the Last Three Years

Rs in crore

; Total provision Actual disbursement Unspent provision
Year —— — T

Revenue  Capital  Revenue  Capital  Revenue  Capital

1997-08 630.79 7.80 490.03 7.80 140.76 -

1998-99 806.31 13.30 593.50 12.68 212.81 0.62

12.9 From the above it would be seen that the Ministry ended persistently
with large unspent provisions, which is indicative of unrealistic budgeting
assumptions and slackness in implementing the schemes/activities of the
Ministry. Schemes/sub-heads under which large unspent provisions occurred
are given in Appendix-XXVI. There was persistent unspent provision under

the following schemes.

Persistent Unspent Provisions

12.10 Taj Protection Mission: Consequent upon judgment passed by the
Supreme Court, the scheme -Taj Protection Mission was initiated for
environment protection of Taj Mahal. Ministry had been making provisions of
Rs 50.00 crore each year under the scheme out of which major portion
remained unutilised during the last three years as detailed in Table 12.6. This
revealed that central and state governments were not monitoring the scheme
effectively.
Table12.6: Overall Position under Major Head-3435 and 3601 for the Last
Three Years

Rs in crore

Year Total provision Actual expenditure Unspent provision
1997-98 50.00 0.45 49.55

1998-99 50.00 32.00 18.00

12.11 Prevention of Pollution of National River: There were persistence
unspent provisions for the last three years in Ganga Action Plan - Phase | and
Ganga Action Plan - Phase- 11 as detailed in Tables 12.7 and 12.8.
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Tablel2.7:Overall Position under Ganga Action Plan (Phase I)-Major Head
3435 for the Last Three Years

Rs in crore

Year Total provision Actual expenditure Unspent provision
1997-98 5.30 3.30 2.00
1998-99 8.73 2.50 6.23

Table12.8: Overall position under Ganga Action Plan (Phase IT)-Major Head
3435 and 3601 for the Last Three Years

Rs in crore

Year Total provision Actual expenditure Unspent provision
1997-98 86.00 82.30 3.70
1998-99 165.00 87.43 77.57

12.12 Under the scheme, unspent provision went upto 100 percent in
1999-00 in respect of GAP I due to the fact that revised estimates received
from the State government were not technically correct. In this regard Ministry
was required to take remedial action and issue instructions to all the states in
time. This was not done. This shows ineffective monitoring.

12.13 Similarly in case of GAP Il, saving was due to non/late/less received of
proposal from State Governments of Orissa, Gujarat and Madhya Pradesh also
revealed ineffective monitoring by the Ministry and no remedial action
thereon.

12.14 National Afforestation & Eco-Development Board/Programme:
The Board, constituted in the Ministry of Environment and Forests in August
1992, had the mandate of promoting afforestation, tree plantation, ecological
restoration and eco-development activities all over the country, giving special
attention to degraded forests sanctuaries and protected areas, as well as the
ecologically fragile areas. Scrutiny of the records and appropriation accounts
for the year 1997-00 revealed that there were persistent unspent provisions
under this head as indicated in Table 12.9.
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Tablel12.9:Overall Position for the Last Three Years

Rs in crore

Year Total provision Actual expenditure Unspent provision
1997-98 92.00 68.26 23.74

1998-99 19.90

12.15 The persistent unspent provision indicated that the Ministry had not

been closely monitoring the progress of project. It was seen that physical
achievements during 1999-00 on all 4 major schemes, viz. fuel and fodder,
integrated eco-development projects, seed development and non-timber forests
etc. were far behind the targets.

12.16 Environmental Commission & Tribunal (Major Head 3435). The
Ministry had been making provisions every year for setting up of the Tribunal
meant for expeditious disposal of cases arising from accidents in handling any
hazardous substance and matters connected therewith. However, no
disbursements were made during the last four years. The objective thus
remained unachieved. This reflected unrealistic budgeting on the part of
Ministry as it continued to make provisions every year without even
identitfying the action plan. It was further seen that even the appointment of
Chairperson of tribunal had not been finalised -as of March 2000, i.e. during
past three years.

12.17 The objective of this World Bank aided project was to assist in the
implementation of modern and sustainable hazardous waste management in
the country. The project had two components namely (i) Industrial Safety
Disaster Prevention Project and (ii) Hazardous Waste Management Project.
Scrutiny of accounts revealed that every year there were unspent provisions as
indicated in Table 12.10. Slow progress of the feasibility studies is indicative
of the fact that project completion will not be done in stipulated time.

Table12.10:Overall Position for the Last Three Years

Rs in crore

Year Total provision Actual expenditure Unspent provision
1997-98 13.33 .75 10.58
1998-99 9.16 2.76 6.40
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12.18 Eco-Development Around Important Protected Areas: The
objective of the scheme was to provide alternative sources of sustenance to the
communities on the fringes of national parks and sanctuaries and to improve
the ecological productivity of the buffer zones of protected areas. The scheme
consisted of following two projects (i) Eco-development around important
protected areas and (ii) India Eco-development Project (World Bank aided).
Financial outlays of the scheme during 1997-00 were as shown in Table 12.11.

Tablel2.11:Overall Position for the Last Three Years

Rs in crore
Year Total provision Actual expenditure Uns;l)e.nt
provision
1997-98 25.95 19.35 6.60
1998-99 66.83 27.23 39.60

12.19 India Eco-development project, which was externally aided component
of this scheme, was approved for implementation in October 1997 in seven
protected areas in seven states. The total cost of the India Eco-development
project was US$67 million (Rs 294.93 crore) and it was to be completed by
December 2001. In view of slow disbursement it is doubtful whether project
could be completed by the scheduled date and would achieve its objectives.

Rush of Disbursements

12.20 The Ministry made disbursements ranging from 27 to 42 percent of the
total disbursements in January to March during 1999-00 and 42 to 56 percent
during 1998-99 under the major heads shown in Appendix-XXVII.

Surrender of Unspent Provision

12.21 The Ministry surrendered Rs. 100.62 crore only on 21 March 2000 out
of the total saving of Rs. 149.82 crore and the balance Rs 49.20 crore were
allowed to lapse, in contravention of the provisions of the GFR.

Grant No. 53: Department of Heavy Industry

12.22 The Department of Heavy Industry is concerned with the development
of the heavy engineering industry, machine tool industry, heavy electricals
industry and auto industry. It is vested with the administrative charge of 48
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public sector enterprises. The Department is responsible for a wide range of
intermediate engineering products like castings, forgings, diesel engines,
industrial gears and gearboxes. It holds interactions with industry councils and

evolves plans for growth of the various segments of 