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!l'he constraints of financial resources, and the %ope f o r  generating 

a d d i t i o n a l  resources were reviewed during an informal discussion cm I1Possi- 

b i l i t i e s  of Decentralised Devel.opmant in Keralan organised by tile Centre 

f o r  Development S td ie .  in March 1 % 0 . ~  Bordezing of pxiorities,  as by 

reducing esnphasis on major i r r igat ion and power projects, exploiting the 

e l d s t i ~ g  tax potmt id ,  more ful ly,  M n g  up the operation of the indus t r i d  

and commercial enterp xhes in the public sector, and tapping i n s t i t u t i o n a l  

finance &d bank credit  were some of the points which emerged during tho 

/Y ihe purport of the present article is t o  elaborate and &scusdon. 

supplement gome of the foregoing points. 

The praposed outiay, the 3tategs own resources and the resource @p 

i n  the successive five year plans a re  suarrmarfsed in Table 1 : Evidently, 

in the past f i ve  year plans, the resource gap has been s u b s h t i a l .  

T- 1 : m e  &P in Ker&'e Fjve Year (Rs. cmrea) 

secord FYP 
Third FYP 
Fourth FPP 
Wth FYP 



Thtl octlay in the &to sector d u e  the sixth plan (1%0-85 1, as 

finally approved by the manrd,ng Cammiemon, comes to ..&455C! croms. - ks 

th is ,  t h e @ b t e 1  s own resources are estimated a t  :rs.87$ cmres, 01. 

$6.7 pcrcen',. The sources of f imr.ce, a s given i*l the plan doctaaent, are 

roproducod in Table 2. 

Patterns of a n  E)insncinq 

3. Loanr: f r o m  the brk& by the State Gwernmerrt , ' ( ~ e t )  117.56 

4. Shaiv of small s a w s  

5. &:;e Provident Fund, etc. 

6. Miscellanqous Capital. receipts 

7. AdJi t iord  re s~urce bbi l isat ion : 

. (i ) State. Government - 
k m s  f r o m  WC for Housing, etc. 

for Water Supply 

(ii ) % ~ t e  Ehterprisos - 
Ioans from LIC 
loi;ns from HM: 

9. ~ad :e t  ~ormring by ~enr ta  state ~ e c t r i c i t y   card 52.25 
-do- . by Others 25.00' 



A close look a t  the pmjectionr! woUd raise some doubts in ones 

mind about their  feas&bility. W e ,  f o r  instance, balance f m m  c u r m t  

revmue. b t m d  of fielding a mvmue aurplue of Rs. I 6  cmx'es as anti- 
. . 

cipated a t  the time when the bdget  for 1qSW1 was presented, the year 

has ended up with a reVeYIy8 deficit  of Rs.19 cmres. According t o  avdlable 

indicaficma, the current financial year may end up with,a more aiaeable 
. .  

deffcit, and the nnmlrr'l plan of 1982-63 i s  cantingeult upon cent;ml.asd-e 

anqor  oveniraft f mm the Re semi3 knk' of India. The perfolmance recold 

quite me&. Given the several constraints on the k t m l  gmnrmeartT 8 

financial position, rsardered more m e r e  by the stringent conditions of the 

I W  loan, the prospecks of .Cent& assistance o r  direct invesZa3,emt on a 

scale bigher than during the prwious . . p l . 8 ~ ~ .  are eqUhI3-y dim. 31 tbe Ught 

of .the foregoing, '. brala hue no option but t o  identify and. mouse her 

intenral resaurces more fully, and u w s e  .them. more' ~roducf2Lvely. 

tion is not bad, gi- 'the Staters lindted fiscal autommg and the c ~ ~ ~ ~ ~ n r t i v e l p  

low l e d  of lincdme per capita obtained in the State. Between 196041 and 

1976-77, per capita State tax r e ~ ~ ~ l u e  (at  curnmt pricss ) incnased frcin 

Rs.11.86 t o  Ra.79.61, nearly brice'the mte of inczyise in the Statere. incow 

per capita; by 1980-81, per capita State tex increased further t o  Rs.lOf. 

Per  Capita tax rate in the h t e  ha8 been, by and large, higher than the 

above the e l l - h t e s  avexage. Y b, a &te ~ovenmatit~ s peeolmmce 

-&? moet other states. 



(ii ) Needless to my, the tax-income ratio i s  a crude in-. of tax 

effort. Apparently, evem in terms of this, Keralat s lanking among the &tee  

have come down a bit  in recent yeare. Be that a s  it my, the question s t i l l  

remains whether the State Government has tapped all the potential tax, ave- 

nues. An obvioua case i s  taxation of agricultural sector. Taxes on the 

agxdctiltural inoclne, and land .revenue as a pmportion of the incorns originam 

t&ng in the agricultural sector are shown in Table 8.  

m e  3 :  Direct Taxes m APricultural Sector; Kernla 

( Rs. in lakhe) 

Notes: 

Source : 

Estimates of income f mm 'agx5cultura proper' are not availaue for 
the period 1915-76 t o  7977-78. They have been derived by applying 
the average pmportion for t h i s  8ub-c f o r  1-1 to 1968-69, 
vi s. , 94 percent to the income f m m  the primarg sector. 

col. 1 : Bureau of  Piconomics and statistics, h t i a t i c s  for 
Government of brala, Trivandnm, 1976, Table 6.3, p.72, 
co1.2 & 3, K e u  Budpet in Brief ( A n n a  Series), G0ve-t of 
Kerala ; 
co1.6 : S. L Sbtty, a S t ~ t u m l  Rotmgression in the Indian Economy 



Taqzes on the ae;ricultural sector f o r  the period as  n whole would 

work out to less than 7 per cent on the average, w h e r e a s  the seckr would 

ascaunt for  about one-helf the net S h t o  domestic product, TrueD the sector 

contributes t o  State revenue through sales tax on agricultuml cammodities 

l ike  coconut, arecanut, tea, rubber, cadmom and other spices. B h  it 

u i s  f a r  less  than the potential contribution. 

(ii ) A t  the 3me time, the agr icul tural  sector in Kerrala has been 

r d e v i n g  substantial support f r o m  the rest of the economy by way of various 

subsidies. For instance, the investment on major and medium irrigation pm- 

jects which accounted fo r  a sizeable praportion of the total ou+,lay under tho 

State's five year plans has not been able t o  yield any significant. retimr. 

Thus, t o m  expenditure on major and medim irrigation projects upto the end 

of 15'7WC! came t o  about lb.27C croros. A s  against this, the revcnue 

collected from irrigation works d u ~ n g  the year came t o  Rs. 125 ~akhs .g 
This would work out to  about 0.6 per c a t .  When the maintenance g m x ,  

i33.43.7 laWl8, is deducted the not revenue would come to  half $hat mte, 

i.e., 0.3 per cent. Besides this, t h e  &h Plan prograwnes for  the agri- 

cultural sector contain sevelal components of subsidies : subsidies on the 

cost of seed arid handling charges (b.22 lakhs ), subsidy on the. cost of 

green manure s e d s  (b.12.5 lakhs), 6otrMy.an tho cost of _.-.!I;-.. - ' 9  
. 

a.ssisk;nce t o  control 
eoil  nrurli.orsplte (I&.. 45 3akha;d brown hopper (hs.25 lakhs), subsidy 

on the cost of plant protection chemicals for  paddy cultivation (1b.225 

lakhs ), subsid&nathe cost of metallic storage bins (!is .6.5 lakhs 1, 

subsidy on tho cost of seed and fer t i l izer  under the pulaes development pro- 



other sectors also. The trJo llln jor puhlic aector enterprises in KeW,  r i z . ,  

the State Electricity Board, and the State Road Transport Corpoxatim k v e  

been Rmning at a loss. The fomer I d  rocoived explicit stbsidy of 

i18.327 l&&, Es.500 iud 1a.537 lakhsduring lV6-7'7, 1 -  !T?- 

79 respectivdy. As mentioned ea-er, the ~ t i c i p a + o d  lo es by trrssc C;r 

corpomtiona over the sfxth plan period is meed at  lls.144.5 cmrec. (d  t ~ . :  

ten Wte-o~ned indust&& 911- ~ w s ,  with a tot& paid up crrpi.4~23 of 

l itae &er k . 9  ldb i n  1977-78, six incurred losses, and f h ~  tobl net 

loss  amounted to  IIs.175 lakhs, or  17.6 per cent. 5v 
(iv ) 1% 61Lxth Iqan in~01ves the contin-co of the tradition of 

subsidiaation in the pmgramnss f o r  other sectors, dospi%e acute' fitZs-cill 

constraints. To mention a few, there is pmrisior, f o r  mibsidy for c.iK- 

feed, distribution of poultry for  the econamicaU;p weaker sections, for i ~ x ~ s -  

ing coopei~tives, to industry f o r  project reports, f o r  mo6edsatior., iritsm& 

oubaidy b loans od-ced by the Kerala Enance Corporafion, internst subsidy 

t o  small sc'ale industr id  mi. ta ,  imrostment subaidy for the cmstruction 

of mini-industrial ostrrtes, etc, - kc ~ ~ 0 x 3 , ~  it could be argued tha% 

these subsidies s t i m d a t e  production, and/or their benefits accrue to L1i0 

t m l y  dese- sections of the'.eociety. As regaxds the fonner, the empix% 

cal  evidence, for  instazlce grwjth rate in agriculture, ia not c o r m i n c ~ .  

AS for +h httm, oano of the across-the-board cancessiona are apt t o  

distort the intanded social equity eriferion. 

(v) I)wing t2y! first t ~ o  years of the curmnt plan-jmfid, the Stato 

Goverrnent introducid a series of tax concession8' an3 s u h s i d i ~ .  m ~ ,  the 

exaption l ini t  for agricultulal income tax was xaised f ~m ;.;s.8,WO to 

Gs.10,CKS with offsct fmm 1$aW1, and huWer to Ks.l5,OCO f r o m  1487-82. 



The slabs a d  rates f o r  agricultural income tax were mstructumd. These 

measures were avowedly intmduced t o  remove the dispazities in the atem- 

ption limits, slabs and rates bekeen the State agrSc3tural income .tax 

and the Central income tax. With respect t o  the financial year 198142, 

the concesaiuns involved an agricultural income tax relief raging fmm 

.Hs .&O to F9.930 f o r  assessees. Another concession to the agricriltUZtil 

sector c y i s t e d  in raising thg~taxaEt.e.&imit and lowerlng the rates f o r  

the plantations. The exemption limit for the levy of flantatk tax vas . 

raised from 1 to 2 hectares fmm 1980-81, and from 2 to 4 hectares fmm 

next year. Other concessions inciluded waiving the sales tax on fert i l isera,  
I 

increasing the subsidy on interest to agricultural loans,. waiving of inte- 

rest  out standing on a@cultural loans upb  75 per cent, d ~ i ? d n g  the exemptian 

l i m i t  f o r  the levy of sales tax on the annual turn over initially from . .  . . . 

an interest subsidy of 2 per cen+'on'-all ind~st;FLal loans upto ~a3.5 lakhs, 

etc. The implications of the above concessions f o r  the pm jetted 

rev- surplus over the Sixth Plan pefiod are obvious. 

111. Potenti& Sources 

Ci ) Though the mobilisation of resources by the State Government f e l l  

short of the required minimum, it i s  heart- to note that them do d s t  

potential resources which toad be camlised into p d u c t i v e  investment. 

' Accolding to  , .  the results of a survey carried out by the State Planning Board, 

household savings in Kerala 19'77-78 came t o  1.436 crores; of this 

44 per cent was in the form of liquid/financial assets and the rest, 56 per- 

in physical assets. The principal findings of the are 

sisd in Tabltf 4. 



Savings in the fom of: 
F'inancial Aasete He.cmres 
Phye5.d Aasete Rs. croms 

Outstanding debt per household : 
a t  the beginning of the year im. 525 566 9 

at the end of the year iis. 567 % - 
SO&~: ksport on the Sumey of the &wehold Savings and Inve a-t, 

g~ . c i t .  

The roport is quite frank a& modest in stressing the limitation8 of 

the esthattos, and hence their non-campnmbilitywith the national estimtes, 

being made for  depredation in the case of physical asaefe and d k q e  in Ua- 

bili t ies.  Sotwithatanding these M t a t i o n s ,  gmss savings when compared 

w i t h  Stato lbmeatic Roduct or personnl disposable income woad seem t o  

compare favourahly with the natianal averages, Thue, 'net1 housebold savings 

after deducting increase in l i ab i l i t i e s  (but not depreciation) w a d  corn 

to about b9.413 cmms, which would work out to a l i t t l e  w e r  21 per cent 

of the total pemnal  disposable income of Te.l%47 cmFs8. This, despite 

the limitatione of the eetimafe, compares favourably with the corresponding 

pmportion fbr the comtrg a8 a whole d w h g  1yR-7$, viz., 15.1 per cerit. I 2  

The relevant figures are presemted in Table 5. 



:LSemtltivc sctrrces of infomation soem to confim the above proposition. 

For I?.c;tLm::c, bctxecn December 1570 and 1575, aggmgate deposits with schedu- 

141 2er cant; d~uS .~g  the next quinquenniun, 'the depoeito with echeduled barks 
by 

mad ltsdQ12.7 i?rc.reZ or by about 2C3 per cent, the highest rate of incl'ease 

amrq dl the Stated. (See T~blo 5 ) .  h the course of t h m  yeam, since *he 

conduct of the Survey on Ilouseholcl ?i.viqgi and Investaent, the deposits with 

ache6d.d bankc increased by iu.69&.4. cmrss, i. s., moro than the in~retzse 

reported .tlm proceding six years. b i n ,  bdween 1477-78 and I C f c ~ Q ,  

depasitc with prinaqr agricfltuml societies iil Ibrala almost doubld, 

(ii ) kis a,nSnst the impressive increase in deposits, the credit- 

deposit ra t io  in Keralu has boen low cornparad with tho national. average, 

:assisAace received by K e r a l Q e r a l ~  f m  the term-lending institutions like IDBI, 
! 

ECI, I C I C I ,  LIC, etc. h s  also been low both in absolute and relative toms. 
I 

,For insace, disbureemants by those financial instit&ons as of Mamh lrAN 





came to 1b.78.30 per capita for Kerala, a s ae inat  ils.136.5 for -taka, 

124.9 for TMail Nadu, and Iis,S5.6 for the country as a whole. Iv 

(w) We barn . d d y  Werred to  the dlain of financial resources 

by way of subddies.  he amounts im~lvtk are out of proportion t o  

the resource8 at the dispost3: of fhe State Govexnment. Although the bene- 

fits of mum of them might accrue to the deserving poor, a @ad nunber of 

then errtailing the bUlk of the qmnditure am acrose-thdmafi conee8si-, 

and, therefore, would not saenfy the criterion of social equity. Be thaf 

ae it nay, the ammt involved cobt i tub  a potential tmme of finan- for 

productive investmeat. 

c a n c l u t 3 ~  

From the foregoing diacyadon, it looks as though it is the pattern 

of utFUzaticm d r880urce8, prtinJar1.y in  the. public sector, mther than 

pmportion of the rmowcea mobljlsed by the State govemmmt hs  gone into 

inoe8tumnt in p e r ,  d large azd medium irrigation projects. which 2ave had 

m= fitmn&d. returns Md doubtful impact on agrlc\3-thl plaductim and 

plroauctivity. The returns fmm public sector irmeatmenta i n  industrial and 

commerci~ mterprise8 have been poor. A critical scmtiny of the 

pubUc sector demlopment outlays i s  fhe~bfore celled for. Nor has the 

State govemment tapped all its tax avemm fdlly. On the 0th- )land, it has 

late fw%er acoentuated the pbb'cesa of depletdon -of mmurces, by way of 
t a x  

/concesslans.and s&adies at a time w h a r  confmnted with a nnjor challenge of 



the firandal. r e q u i r m t s  of the Sixth Plan. There are also fairly 

large potential resources *J i n  the fonn of household savings, and 

credit faci l i t ies  w i t h  commercial banks arid term-lending instibtions. 

What constraints stand in the way of attracting these po-tial ~.eeoUrces 

for productive investment i n  the State is another question which needs 

cardla. atudy. 

5 December 191 P.G.K. Fhnikar 

I am g r a t a  to  Professor I.S.Oulati for his comments 
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tho views oxpressed and the ormrs if any are entirely mine. 
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