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Central Inroads in State Sub.iectsr ' 

An Analysis of Economic Services 

Discussions on Centre-State economic and financial relations in India 

have largely been confined to resource transfers'from the Centre to States. 

me inadequacy and the manner of these transfers, the inroads of the Centre 

in the revenue rai~ing powers of the States, the increaaing dependence of 

the States on the Centre and the consequent erosion of their autononry have 

no doubt received wide attention. But the encroachments of the Central 

Government, in the fields of responsibility earmarked for the States under 
u 

the Constitution by various means, which have led to a blurring of the 

distinction between the Central and State subjects, have received only 
2/ 

limited attention. 

In this it is proposed to examine the extent of the Centre's 

involvement in State and concurrent subjects throu&. its budgetary operations 

and through the operations of the Central financial instihtions. The paper, 

with all its limitations, brings cut that the Centre has entered the State and 

concurrent fields in a big way through the fiscal znd financial instruments at 

its command and converted a large number of the State subjects virtually to 

concurrent if not, union subjects. 

The Centre's involvement in State and concurrent subjects is both direct 

and indirect. Its direct involvementis through the expenditure incurred by 
2/ 

its own departments and agencies. Its indirect involvement is either through 

the expenditure channalled through the State Governments and covered by the 
4/ 

Central Plan (including Centrally sponsored schemes) and NOE-Plan schemes or 
5/ 

through the financial and other institutions under its control. 

Methodolow and Limitations 

The paper concentrates on an analysis of the budgetary expenditure inclu- 
6/ 

ding loans, of the Central and State Govenunents on major expenditure heads. 



A l l  expen .d ihes  appearing i n  the  S t a t e  budgets a r e  list i n i t i a t e d  o r  contro, 

l l e d  by them. The expenditure f i k n c e d  through the Centre's scheme-wise 

t r ans fe r s  r e a l l y  r e f l e c t s  the  Centre's concerns and p r i o r i t i e s .  Therefore, 

from the States '  expenditure, as : pearing in t:.eir budgets, the  Cehtral 

t r ans fe r s  a r e  deducted and t r ea t ed  as if they fepresent  addit iondl Central 

outlay under the  respect ive heads of expenditure. 

One of the major problems f o r  a study of t h i s  nature  is the oroblem of 

c l a s s i f i ca t ion  of expenditurz heads i n t o  Central, S t a t e  and Concurrent subjed 

i n  the  manner of Schedule V I I  of the  const i tut ion.  An expenditure head 

predominantly be belonging t o  the  S t a t e  l i s t ,  but t he  Centre can s t i l l  have 

a 
some const i tut ional  r o l e  t o  play there. For instance,  f i s h e r i e s  belong to  

S t a t e  List in terms of Entry 21 of L i s t  11. But f i s h i n g  and f i s h e r i e s  beyondl 

t e r r i t o r i a l  waters belong t o  the  Union L i s t  (atw 57 of List I). Again, r o q  

and bridges a r e  i n  t he  S t a t e  List. But highways declared under l a w  made by 

Parliament t o  be nat ional  highways a r e  in the Union L i s t  (&try 23). Detailed 

break up of t he  expenditure under each head, according t o  the consti tutional 

division,  i s  not always available.  A t  t he  same time, where de ta i led  break up 

i s  avai lable ,  t he  cons t i tu t iona l  po- l t i on  with respect  t o  the  head of expen- 

d i tu re  or  q of i t s  components i s  not  qu i te  c l ea r  as, f o r  example, i s  the 
- 

case of agr icul ture ,  Although agr icu l ture  a s  such f igures  in the  S t a t e  List, 

there  a r e  important aspects of agr icu l ture  which, a s  we sha l l  note l a t e r ,  come 

within the  purview of the  Concurrent List .  In  t he  circumstances, one can only 

go by the dominant cons t i tu t iona l  character  of the  subject  concerned. 

The de ta i led  ana lys i s  attempted i n  this paper i s  r e s t r i c t ed ,  t o  t he  heads 

of expenditure f a l l i n g  under the group 'Economic Services'.  Thus the other 
z/ L!/ 

two groups, 'Administrative Services' a d  Social and Cormunity Services are  not 

covered by us. It ought t o  be added however t h a t  Economic Services account fm 



three-fifths of the Centre's expenditure and l d f  of the States' expenditure 

(see Table I). 

In analysing the Centre's involvement through the financial and other 

institutior..,, though we have attempted to cover all major institutions, the 

coverage cannot o t i l l  be said to be to ta l  due to  non-availability of infomati 

and data from a few, The exclusion of these however can only understate the 

Centre's involvement. 

While, as stated, the role of most Czntral financial and ather institutior 

i n  each f i e ld  were possible to  be co~ered  i n  our analysis, the same could not 

be done with regard t o  the operations of the State level institutions to  the 

extent that thei r  funding does not figure i n  the State budgets. Tkis could not 

be done as the consolidated position of the operations of these organisations, 

i n  each f i e ld  fo r  al l  the States is not ezsily available. However, since the 

major part of the funding of these State-lwel inst i tut ions came from the Contra 

institutions, .the exclusion of the f b ~ 1 m 8  from our coverage shall not i n  our 

judgement, make much difference t o  the appraisal ~f broad trends. 

Thus, although, the Centre's indirect involvement thou& the financial 

institutions was necesszry to  be taken into zccount, i t  hzs to  be noted that 

clubbing it with the budgetary operations could be open to  two objections. 

Firstly, sey:exal of these inst i tut ions depend on the Central badget fo r  part of 

their funds. To that  extent, there w i l l  be double counting if we club the 

, ions oft the Centre's direct and indirect budgetary ekpenditure with the oper-t 

financial institutions. Secondly,the nature of the involvement i s  different. 
9r 

While the Central Government's budgetary expenditure i s  mostly of a revenue nature 

and therefore non-repayable, the financial ins t i tu t ions '  involvement:.; i s  N means 

x!/ of repayable loans. 

The data = d i e d  upon is fo r  the gear, 1976-79, the l a t e s t  year fo r  which 

the1Combined Finance & Revenue Accounts of the Union dc ~ t a i e  GovernmentffbiLid&dl 



1?1 
is available. Therefore, the data used are slightly out of date. Also, our 

analysis relates to a pcint of time and cannot speak of the trend over the 

years. Thus the results of o-r study can cnly claim to be indicative in 

nature. Whatwer broad jderences we have drawn on this basis, our analysis 

take full note of the various limi,ations of this exercise. 

Overall Position: 

It is appropriate that we start, indicating by ,y of background, the 

relative importance of each major group of services in the aggremte expenditure 

excludhg debt servicing and block grants and loans which cannot be allocated 

by heads of both the Central and State Governments. As can be seen from Table & 

the share of Social and Community Services in the States' total expenditure 

(33%) is higher than their corresponding share in the Centre's total expendi- 

ture (946). On the other hand, the shares of General Services (29%), and 

Economic Services (6&) in the Centre's expenditure are higher than their 

shares in the States' expenditure (16% and 51% respectively). Within the 

Economic Services, the proportion of Central Ekpendiixre on transport and ccmu.i 

ni-ations (26%) is the hi.ghest follcwod by industry and minerals (I@). The 

States' single, largest expenditure under Eccnonic Services is on water and 

power development (23%) followed h; agriculture and allied services (I!%). 

The States' expenditure on industry and minerals has been quite small (3%). 

Table I1 show the relative shares of the Centre and the States in the 

aggregate expenditure on each groups of services. The Centre's share is consi- 

derably higher than that of the States in the expenditure on not only General 

Sarvices but also Fconomic Services. On the other hand, the States' share is 

considerably higher than that of +he Centre in the expenditure on Social and 

Community Services. Within General Services, the Centre's share i r r  higher in 

regard to Fiscal services and, of course, Defence Services. In Economic Service& 



the Centre's share i s  higher f o r  a l l  s emices  except Agriculture.,. and Allied 

Servioes and Water and Power Development. It i s  important t o  note however 

that  the  shaze of the  Centre in Agriculture and All ied Servioes, i s  s t i l l  

quite high (45%). So a l so  was the -ase  with TransporJ- and Communication 

(even excluding Rarhlways and Posts and ~ e l e g c a ~ h s )  where the ~ e n t r e ( s  expen- 

di ture  commitment i s  41 percent. On Industry and Minerzls, the S ta tes '  share 

has been only one-tenth. 

Economic Servioes n 

Having noted the broad patterfi  of the  r e l a t i v e  budgetary involvement of the 

Centre and the S ta tes  in various groups of services,  it i s  proposed to  analyse 

the comparative expenditure of tine Centre and S ta tes  on a l l  major subgoups and 

selected major and minor heads belonging t o  the  broad group, Economic Services, 

i n  the background of t h e i r  cons t i tu t iona l  positj.on, as it has evoived over the 

years. 

Under &;onomic services ,  i t  i s  dossible t o  c l a s s i f y  expenditure under seven 

broad sub-groups: a) General Economic Services, k )  Ag5oulture and Allied 8er- 

v i c e s , ~ )  Indus-try and i4iniilerds, d) Water and Power ~ e v e l o ~ m e n t , e )  Fransport and 

Communicatioi :,f) R a i l ~ a ~ s , ~ )  Posts ,I& Tel"gra?hs. We deal with each of these 

sub-groups i n  the  &hove onder. 

General Economic Services : 

The major heads llnder t h i s  group are:  

(1) Secretar ia t  E;conomio Servioes, ( 2 )  Foreigm Trade and Ekport Promotion, 

(3 )  Co-operation, (4) Special and Backward Aceas, (5) Investments in/Loans t o  

international f inanc ia l  i n s t i t u t i o n s  and (6) Investment in/loans t o  general 

financial and t rading in s t i t u t i ons .  Of thesesitems 2 and 5 a re  c l ea r ly  i n  the 

Union L i s t ,  and therefore  t he  S ta tes  have not incurred any expecditure thereon. 

Planninn machine= 

The major heads 3f expenditure under Szcre ta r ia t  Tconomic Services are: 

(1) Planning Commission/~lanning Boarus, and (2) Secre ta r ia t  per ta ining t o  



economic services.  It i s  in t e r e s t i ng  t o  note t ha t  the Central Planning 

Commission spends allnost three-f i f ths  of the  t o t a l  expenaiture incurred on 

p lanniw nachinery by the Centre and the S ta tes  together (see Table 111). 

The planning boerds of twenty two s t a t e s  and four  Unicn T e r r i t ~ r i e s  (with 

1cg.islatures) accvmted only f o r  47 percent of t h i s  ex;,enditure. The Central 

Secre ta r ia t  per ta ining t o  economic services a l s o  accounted f o r  a l i t t l e  more 

than half the  t o t a l  expenditui'e of the  C'ontre and tho States. 

Although Co-operation as such is  not mentioned i n  ~tn j r  of tne three l i s t s  

in the Seventh Schedule t o  t he  Constitution, t he  subject  c m  r e a l l y  be sa id  

t o  belong. t o  t he  s t a t e s  as co-operative soc i e t i e s  come under t he  S ta te  L i s t  

(&try 32). But t h i s  has not prevented the  Centre from spending sizeable 

amounts on co-operation. The Centre's budgetary expenditure, including e x p -  

n d i t w e  through Central and Centrally sponsored schemes, exceeded one-fifth 

of the  combined expenditure of t he  Centre & States .  

Apart from the  Centre's d i r ec t  and ind i r ec t  budgetary r o l e  i n  the  f i e l d  

of co-operation, the  Central f inanc ia l  and other  i n s t i t u t i o r s  l i k e  the Reserve 

Bank of I n d i a , i . ~ 1 )  Com~ercial  Ea. r s ,  Life Ir~surancc. Corporstion (LIC), A@- 

c u l t m a l  Refinance and Development Corpora.tion (ARX) and the National Co-opea 
12/ 

t i v e  Development Corporation (NcX) taken together, play a pivotal  r o l e  in  

t h i s  f i e ld .  They a re  the  major sources of f inance f u r  t he  co-operative insti- 

tu t ions  i n  t he  States. In f a c t ,  the budgetary ro l e  of the  S t a t e  and Central 

Governments i n  the  f i e l d  of  Co-cperation i s  overshadowed by the t o t a l  operatiod 

o f t h e s e  in s t i t u t i ons .  A s  may be seen from Table V S I I ,  the  involvement of thea 

i n s t i t u t i o n s  i s  t o  t he  tune of Rs.1546 crores as against  Rs.381 crores s e t  
la/ 

apar t  by the S ta tes  and k.111 crores  by the Centre. 

Though the Centre's d i r ec t  budgetary expenditure on co-operation covers 

the  e n t i r e  spectmm of cooperative soc ie t ies ,  t h e i r  l a rges t  involvemefit i s  on 



consumer co-operatives and c red i t  co-operatives. Its ind i rec t  expenditure 

through the Central =d Centrally sponsored sbhemes had a l so  been exclusively 

on these two heads. 

Saecial an" Backward h e a s  

O f  the coabined budgetary expenditure on the development of the  Specidl 

and Backward areas,  q he share of t h e  Centre adds up t o  a mere 17 percent. llhe 

res t  was incurred by the  States. 

Investments i n  General Financial  and !baaing Ins t i t u t i ons  

w 
The Centre's share in the investments in ?!&me i n s t i t u t i o n s  is a5 percent 

as against the S t a t e s '  share of 15  percent. 

k i o u l t u r e  and & l i e d  Services 

The sheare of t he  S t a t e s  in the  budgetary expenditure under t h i s  major sub 

poup i s  55 percent (see Table IV). On t h i s  bas i s ,  t he  Centre's share i s  

clearQ lower than t h a t  of t he  States .  However, if we take i n t o  account the  

involvement of t he  Central f i r a n c i a l  and other i n s t i t u t i o n s  which amounts t o  

XI 
k2,666 crores a s  against  the S ta tes '  budgetary expenditure of R-,1,797 crores 

and the Centre's expenditure of Rs.1,458 crores, it is obvicus t h a t  t he  States '  

re la t ive  involvement i n  t h i s  f i e l d  i s  much l e s s  than is indicated by the figures 

of budgetary expenditure. 

Amicul ture  

Within the major sub-group, t he  head Agriculture i s  the largest , taking 

the budgetary expenditure of the S t a t e s  and the Centre: together. Of the 

expenditure on t h i s  head, the Centre, d i rec t ly  and ind i rec t ly ,  accounts f o r  

two-thirds. Despite the  f a c t  t h a t  Af.piculture, by and large,  i s  a S ta t e  

subject under &try 14 of the S t a t e  L i s t  which has remained unaltered,  the 

States' involvement i s  much l e s s  than t h a t  of t he  Centre. The subsequent 
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'WJ 
introduction of &try 33 in the Concurrent List could be given a wider import 

4 
and m i c u l t u r e ,  fo r  the most part ,  deemed t o  have became a concurrent subject. 

The Betalvad Btudy Group on Centrestate Relationships ,(a& tlk - i - d & % M . ' e  
t w k  the view 

Administrative Refcms Comission)Eha't agriculture should s-ti l l  be administrafa 

vely t rea t  ;d as  a State subsect a. that the Central encroachment in the shapq 

of the assumption of responsibility fo r  substantive act ivi ty was not permi- 

ssible. But going by the extent of the Centre's involvement in Agriculture, 

the Study Group's view has evidently not been followed i n  practice. 

Lpaxt from the Centre's direct involvement in the f i e ld ,  i t s  indirect 

expenditure through Ran and Non-Plan schemes too has been quite substantial. 

More than two-fifths of the States'  expenditure, as appearing in their  budgets 

were financed by these Centrally in i t ia ted  schemes. These schemes covered 

mostly four areas viz, manures and f e r t i l i s e r s ,  dry  land development, storage 

a d  warehousing and land reforms. . 

O f  the Centre's direct and indirect expenditure on Agriculture, distri- 

bution of manures and f e r t i l i z e r s  accounted f o r  the largest single amount 

(17.3%). The next in order was expenditured schemes fo r  small famers, 

maxginaX farmers and agricultural labourers, followed by that  on agicultural  

research which was incurred very largely on the assistance of the Indian 

Council of Agricultural Research (ICAIL). In all these three areas of principal 

concern of the Centre, i t s  financial involvement was overwhelmingly larger 

than that of the States. The Stat$sl sh -e  i n  the expenditure on manures and 

f e r t i l i s e r s  was only two f i f t h s ,  i n  that  on agriculturdl research it was only 

14.5 per cent, in that on s m a l l  and marginal faxmers and agriculturdl labou- 

rers ,  it was 8.3 percent. 

Minor Irrigation. Soil & Water C o n s e m a m  

Although l i k e  Apiculture, these subjects also f a l l  within the States' 

sphere of responsibility, the Cehtre's budgetary involvement i n  them has been 



minimal (See Table TV)L'?!. However, when we take the involvement of Central 
ZU 

financing i n s t i t u t i o n s  a l so ,  the  States '  r o l e  even i n  these f i e l d s  gets over- 

shadowed. This can be seen from Table KCZI. ' ?  ... 

Axea Development 

lhis head covers the  development of dry lands,  h i l l  areas ,  desert  areas  ant 

other special  areas. Expenditure under t h i s  head c m  legi t imately  be taken t o  

belong to  the  States. But t he  S ta tes '  share i n  t he  expenditure under t h i s  

head i s  only two-fifths of t he  aggregate budgetary expendi-two of the Centre 

and States. ' .  C t i  smmw2 s ign i f ican t  , the Central Plan and Non-Plan schemes 

fhxmced a major portion (58%) of . t i e  expenditure of tile S ta tes  under t h i s  

head. Dry land development and' development of h i l l  maas  were the Centre's 

lilajor concerns f o r  expenditure under t h i s  head. ,Besides, the  Centre's budge- 

tary involvement i n  t h i s  a rea  is supplemented i n  a b i g  way by the f inanc ia l  
22J 

agencies, a s  may be seen from Table VIII. 

Food - 
Although food as such does not f i gu re  i n  t he  Union L i s t  S2 the Stat; LYst, 

&try 33 of t he  Concvrent L i s t  covers t rade,  commerce, production, supply and 

d&t r ibu t i r  of food s t u f f s ,  inclurV.lg edible  o i l s  and o i l  seeds. The Centre's 

budgetary ro le ,  as a l so  i ts r o l e  through t h e  f inanc ia l  i n s t i t u t i ons ,  has been 

over*elming under thin  head. O f  the  t o t a l  budgetary expenditure on food, the 

Centre's involvement mounts t o  96%. In f a c t ,  t h i s  hezd i s  the l a rges t  s ing le  

head of expenditure of the  Centre within t he  group, Agriculture & A l l i e d  Services, 

accounting f o r  43 percent of +he to t a l .  I.t i s  t o  be noted, however, t ha t  92 

percent.of t h e  Centre's expenditure under th i s 'head  was on food subsidies. It 

w i l l  be appropriate t o  note here  that funds required f o r  procurenent, storage 

and d is t r ibu t ion  a r e  r a i s e d  by the  Central agency responsible f o r  t h e i r  admini- 

stration, viz.  Food Corporation of India, from the  commercial banking system. 

Food credi t  amounted t o  Rs. 3 , 0 0 @ ~ & , t ~ : ? & g ~ 1 & d o 5 f  June 1 ~ a f d d a l n e d  16 
2Y 

percent of t hc  t o t a l  c r ed i t  of t h e  banking system. 



Animal i ius 'uat~~d~.~ an6 ihim Develo-~ment 

These can be said  t o  be exclusively S ta t e  subjects i n  terms of Entry 15 

of the S t a t e  List.ThE&Sk&h r o l e  i s  confinea t o  the  prevontion of cruel ty  

t o  animals and the prevention of t he  extension from one S ta t e  t o  another of 

infect ious  o r  contagious disooses or  pes t s  affecting animals and tha t  too under 

en t r i e s  17 and 29 of the  Concurrent L i s t .  Entry 33 of the same l i s t  extends 

the concurrant ju r i sd ic t ion  of t he  centre t o  the  production, supply and distri- 

bution of not only foodstuffs  which can be in te rpre ted  t o  include dairy pro- 

ducts, but d s o  c a t t l e  fodder i n c h d i n g  o i l  cakes and other concentrates. 

Animal Husbandry 

The Cen%re1s d i rec t  r o l e  undm t h i s  head has been l imi ted  t o  only 16 

percent of the  t o t a l  budgetary expenditure o f  the  Centre and the States.  Of 

the Centre's d i r ec t  (revenue) expenditure on Animal &sbanOry, more than two- 

t h i rd s  w a s  accounted f o r  by the ass is tance extended f o r  research purpose t o  

I.C.A.R. X t  mw be noted t h a t  t he  Centre's share of the t o e d  expenditure on 

research on Animal Husbandry amounted t o  as much as 84 percent. On Dairy 

~ v e l o p m e n t ,  t he  Central expenditure w a s  ha i f  t h e  t o t a l  expe'ndituro by the 

Centre and the  States.  O f  t he  Central expenditure, 56 percent was on milk 

supply schemes. The Centre's budget- expenditure in t h i s  a rea  is supple- 

mented by the  involvement of t he  Central insti tulcions l i k p  the  Indian Dairy 

Development Corporation, commercial banks and NLDC. If we take the  i n s t i t u -  

t i ona l  f inance j l s c  i n t o  account, the  S ta tes '  r o l e  in t h i s  f i e l d  becomes rela- 
a 

t i ve ly  s m a l l .  This m a y  be seen f rm Table V I I I .  

F isher ies  

F isher ies  belong t o  the  S ta te  List under Entry 2?. But ' f ishing and 

f i s h e r i e s  beyond the t e r r i t o r i a l  waters'  i s  a Central subject  under entry 57 

of the Union Lis t .  Besides, under Entry 33 of t he  Concurrent L i s t ,  f i s h  being 

a food stuff, the  Centre can claim a r o l e  i n  t he  production and d is t r ibu t ion  



o f  f i s h  and f i s h  products. A s  por t s  other  than the major por t s  belong t o  the 

Concurrent L i s t  under Entry 31,  tine Centre can ,also l a y  claim t o  a ro l e  i n  the 

development of f i sh ing  harbours m d  landin2 f a c i l i t i e s .  

Of the combined expenditure of t he  Centre and S ta tes  on Fisheries,  47 

percent was incurred by the Centre. Of what i s  shovm a s  the S ta tes '  expendi- 

ture, one-sixth was financed by the Centre -through scher:c- wise t ransfer$ p n t i -  

rmlaxly f o r  the develo~ment of i n l a id  f i s h e r i e s ,  again - purely a S ta te  subject. 

If we take in to  account the resources deployed by the Contra1 financing in s t i -  

tutions l i k e  the c m e r c i a l  banks and LIKE, the  Centre's r o l e  in Fisheries i s  

clearly more than t h a t  of the States.  It ought t o  be added here t h a t  t he  

Centre,in a d d ~ i i o n  t o  budgetary control ,  exercised. administrative control  on 

fisheries through its agency $larine Products Development Authority. Reverting t a  

the the Centre's budgetary expenditure on Fisheries,  i t  can be seen t h a t  i t s  

main- concern has not been on i t s  cons t i t r t i ona l ly  assigned f i e l d  viz. deei, sea 

fisheries where the S t a t e s '  share was I.., . :'. 67 percent ;~:,:.Biii .y. 5 : 

Centre's major budgetary involvement w a s  however on research, including assi- 

s%ance extended f o r  t he  purpose t o  ICAIT, which accounted f o r  n e a r l ~  two-fifths 

of i t s  t o t a l  eq~cncliture. Here, as  i s  the case with al l  agr icu l tura l  research, 

the States '  share was small (2799). The hext important head of the  cen t re ' s  

expenditure was f i sh ing  harbours and landing f a c i l i t i e s ,  accounting f o r  29 , 

percent of i ts  t o t a l  expenditure. The S ta tes '  share of the  expenditure on fi.- 

shing harbours and landing f a c i l i t i e s  cane t o  only half the  combined expendi- 

ture of the Central and S ta te  Governments. 

Forestry and protect ion of wild animals and birds  belonged or ig ina l ly  t o  

the State L i s t  (&t r i e s  19 R 20). They were subsequently transferred t o  the  

Coucurrent L is t  (Entries l 7 A  & 1 7 ~ ) .  Nevertheless, the  Centre's budgetary invol- 

vement has been s m a l l  (1%). The Centre 's  pr incipal  expenditure on fo re s t ry  is 

by way of assistance f o r  ICARI The S ta t e s '  share in fo re s t  research too had been 

relatively small. 



Community Deyeloaaent 

This i s  a head of account which encompasses a v a r i e t y  of dwelopmentd 

heads, t he  most important of which axe minor i r r i e t i o , ? ,  v i l l a g e  roads, housing 

and agr icu l ture ,  in the order of i7--9ortance. I n  t h i s  f i e l d ,  the  &n t re l s  

expenbiture, both d i r ec t  and ind i rec t ,  has been negligible.  

Bjr w q r  of summing up, i t  can be seen tha t  the  Centrz's involvement i n  

Ap icu l tu re  and Allied f i e l d s  i s  qui te  h i& though nost  of the  heads of cxpen- 

d i tu re  i n  t h i s  g o u p  belong t o  the  S t a t e  L i s t ,  notwithstanding entry 33 i n  the 

Concurre~t  L i s t .  If the r o l e  of the  Central f inanc ia l  i n s t i t u t i o n s  a l so  i s  

taken i n t o  account, the  r o l e  of the S t a t e s  becomes s e c o n b q .  h ~ n g  the  major 

heads on which the Centre has been s p n d i n g  d i s t i nc t ly  more than the S ta tes  i s  

a p i c u l t u r e  proper. The Centre's expenditure on food i s  near to ta l .  

Research i n  a g r i c u l t w e  thou& spec i f ica l ly  mentioned a s  a S ta te  subject 

i n  t he  const i tut ion (&try 24 of Lis t  11) has now v i r t u a l l y  become a Central 

subject  zmd is concentrated i n  the  I C B .  Centralisation s f r e s e a r c h  in any 

area runs the gmvr r i s k  of not only overlooking regional p r i o r i t i e s  but also 
2l 

neglecting regionzl and even subregional differences i n  objective conditions. 

This i s  so with respect, t o  dgciculture and Allied subjects. $.so, 

the  danger t o  freedom of research is grea te r  with central isat ion.  

It m a y  a l so  be r c l c v m t  t o  note t h a t ,  of the  b?&etary expenditure incurred! 

by the S t a t e s  an agr icu l ture  proper? as  xuch a s  42 percent i s  finanoed out of 

the  Centre's schme-wise t ransfers .  The dependence of tho States  i n  t h i s  reg& 

appears t o  have been on the increase. This coEies out cle,arly from the observa-i 

t ions  of the  National Commission on Agriculture. The Commission noted tha t  the 

Central and CennCraily sponsored Plan schsmes which comprised only 8.896 of the 

aggregxte Plan of the  Centre and the S t a t e s  on ; ~ g r i c u l t u r e  during the Second 

Plan went up t o  ll.q!percent during the Third Plan and 45.1 percent durine the 

Fourth :Plan. Tlie Cer,tral schemes accounted f o r  43.3 ~ e r c e n t  during thp Fifth 



Clearly, t he  growing r o l e  ~f the  Cebtral f inanc ia l  and other i n s t i t u t i ons  

in the f i e l d  of @iculturo a d  i d l i e d  S ~ r v i c e s  which fa l l  lmge ly ,  i f  not 

exclusively, v i t h in  the S t a t e  jur isdict ion,  has t o  be reckoned with whatever 
a 

be the f a c t o r s  behind t h i s  development. Thou& agr icu l tura l  loans exp l i c i t l y  

belong t o  t he  S ta te  L i s t  (&try 18) the Centre's i nd i r ec t  r o l e  through the 

financial  i n s t i t u t i o n s  i s  qu i t e  considerable both in agr icu l ture  and other 

a l l i ed  services. In the  f i e l d  of dairy development a l so ,  f inanc ia l  i n s t i t u t i cns  

conmitted more resources t h a  the  S ta tes  did out of t h e i r  own budgets. In 

respect of f i she r i e s ,  t he  Central f i nanc ia l  i n s t i t u t i o n s  played an  important 

tole. The same is the case with area  developraent. 

In terms of Entry 23 of t he  S t a t e  L i s t ,  regulation of nines  and mirferal 

dwelopnent i s  a State  subject .  However, mineral resources necessary f o r  the  

production of atomic energy, (%try 6 of Union ~ i s t ) ,  o i l  f i e l d s  ma mineral, o i l  

resources, petroleum and petro&eum pmducts,  other l i qu ids  and substances declared 

by Parliament by l a w  t o  be dangerously i n f l a m a b l e  (&try 53) a r e  Central subjects. 

Besides, Entry 54 i n  t he  Union L i s t  confers powers on the  Centre f o r  regulation 

of mines m d  mineral development t o  t he  extent t o  which such Central regolation 

and development i s  cicclared by F s r l i m e n t  by l a w  t o  be expedient in public +c 

i !-t.res+, %try  55 of the  same l i s t  makes regulat ion of lqbour m d  

safety i n  m!.nes.md o i l  f i e l d s  a l so  a Central responsibi l i ty .  

Industry too comes under t he  S t a t e ' s  purview under &try 24 of the  S ta te  

List. But subsequently, t he  States '  responsibil i t jr  i n  t h i s  f i e l d  w a s  made subject 

t o  h t r i e s  7 and 52 of t he  Unicn List .  E n t q  7 covers industry  declared by 

Parliament by l a w  .to be necass~lry f o r  t he  purpose of defence or  f o r  the  prose- 

cution of w a r .  Entry 52, which ha.s been resor ted  t o  extensively, covers a11 

other industr ies ,  the  control  of which by the  Centre i s  declared by Pa r l imcr  ; 

by12;w t o  be expedient i n  the  public i n t e r e s t -&t ry  53 of L i s t  111 places. 



&, the Concurrent jurisdiction trade and cmmnorce i n  and the production, supply 

a d  distribution of  the products of my intiustry where the control of such 

industry ' . . .  . is declared by Pasliamont by law to  be expodient in 

the public inixrcat. %no inportad goods of the same kind also .@:me within 

the purviw of %try 33. Backed the enabling prl-visiok in the consti- 

tution as also by them constitutional charges,the Centre has taken a number 

cf legislat ive in i t i a t ives  to extend its control over the various industries. 

The single most &portant 1egi;inlation used. by the Centre to  make inroads into 

t h i s  State subject has been the Industries ( ~ w e l o ~ m e n t  % ~egula t ion)  Act 

1951. !be list of Industries included i n  the F i r s t  schedae i;o the Act i e  

inclustries t o  be brought mder the Central control i n  public interest ,  i s  ever 
z v  

widening an6 now included practically every conceivable industrial product. 

The comtitutional changes and legislat ive in i t i a t ives  following therefrom 

have been ful ly  reinfcrccd by the budget- operations of the Central bvern- 

ment as  m a q y  be seen from Table V. Today as noted already, the States accoun& 

i f o r  only one-te~th of the to ta l  budget- expenditure on Industry and Minerals. 

Of w h a t  i s  presented in the State budgets as  the i r  expenditure, aore than one- 

f i f t h  has been financed by the Zentral Government under their  schemes. The 

Centre's involvement i n  mkes and xinerals was nearly complete as  it accokted 

fo r  97.5 percent of the combined b~dgetary q e n d i t x e .  The Cantre's 

budgetary expenditure on large soale industries, though not as nigh -as that 

of mines and minerals, accounted fo r  nearly nine-tenths. Its budgetary outgo 

to  industrial f i n m c i d  inst i tut ions was newly seven-tenths of the total .  

The Centre's'involvement was however, not confined to  large scale izdu- 

s t r i e s  i n  respect of which an argument can possibly be advanced that  the large 

size of the investment requirements fo r  large scale industries m&es it:. bcyond 

tile financial capacity of individual State Governments, o r  that much of the ,  

inveshent  would c a l l  f o r  lwge  imports involving sizeable dradt on forei@,n 



exchmge o r  t h a t  they need t o  be kept under supervision t o  check i;he growth 

of monopolies. 
invdvenunt 

Central L1 ~ i s i  -. ' . in v i l l age  and small sca le  indus t r ies  also was 

quite high as m;Wr be seen from the shxce of the  Centre i n  tho t o t a l  budgetmy 
which 

exipendi-k0.2 on v i l l age  and m a l l  b..~.lc i ndus t r i e s~was  nearly two-thirds. Wnet 

i s  more, the  Centre's scheme-wise t ransfers  ficanced one-third of what appears 

i n  the S t a t e s '  budgets, 2s t h e i r  expenditure. Wzth regard t o  its massive 

involvement i n  small scale  indus t r ies  t h e  Centre cannot claim much lega l  

oupuort, cons t i tu t iona l  o r  l e g i s l a t i v e ,  a s  special  no t i f i c s t i ons  practi-  

cally all t he  meas.res mentioned e a r l i e r  exclude the m a l l  sca le  h d c s t r i e s  

from t h e i r  operatio 3' I 

It needs being emphasised tha t  not only a r e  not a l l  the  industmies, which 

the Centre has brought under t he  umbrella of i t s  control  and regulation, defence 

oriented but a l so  they a r e  not i n  the  core or  heavy invcstnent sectors. This 

may be s e m  from the Cer.trcls share in the expend i t r e  on consumer infiustries 

wkich accounted f o r  70 percent of t he  t o t a l .  Of the ngo-based consumer indu- 

s t r ies ,  i t s  share was even higher (76%). I t s  share in the  cxpenditwe on plmta-  

tions too was qui te  hj.gh (71%). '1t was noted e a l i - . r  t h a t  t he  Centre's involve- 
\ 

merit in tht, d i s t r ibu t ion  of manure- and f c r t i l i s e r s ,  xa jo r  agicult&?al inputs 

was considerable. In  t he  production of f e r t i l i z e r s ,  a l so , the  S ta tes  have,pra- 

c t i c d l y  no role .  

The v i r t u a l  t ransfornat ion of Industr ies  and Minerals from a State  subject  

t o  a Central subject  i s  f u l l y  r e f l e c t e s  in the  Centre's budgetary involvement. 

The involvement of the  Central f inanc ia l  i x s t i t u t i o n s  in t h i s  f i e l d  only 

reinforces t he  hold of t he  Centre. A s  against 8 budgetary expenditure on l a rge  

md mr-dim scnle.in&istries of Rs.212 crores  by a l l  t he  S ta tes  taken together,  

the f inancial  i n s t i t u t i o n s  l e n t  Rs.:582 This f i gu re  excluLes e l a c t r i c i t y  

generation and transmiosion. &an on small s c d e  indus t r ies ,  the outgo of the  w 
Central f inanc ia l  i n s t i t u t i o n s  amounted t o  Rs.501 crores as against  the S t a t e s '  



Water and Power Develo~nent 

Water s u p ~ l i e s ,  i r r i g n t i o n  and c&s, drainage an& cmbadments, watbx- 

storoge .mJ wzter powcr a r e  i n  t h .  S ta te  LisW (&try 17). This, however, i s  

subject t o  t ne  provisions of &try  56 of the Union L i s t  which deals with the 

regulation anA i l e v e l ~ p e n t  of iritter-State r i v e r s  an2 r i v e r  va l leys  t o  t h e  

extent t o  which such regulat ion and dwclopmcrrt unler  t he  cen t ra l  control i s  

declared by Pas l imsn t  by l z w  t o  be expoclient i n  the public i n t e r e s t .  Since 

e l e c t r i c i t y  fin:% a place i n  the  Concurrcnt L i s t ,  on the Centre can claim t o  

have concurrcnt ju r i sd ic t ion  on water power zlso. 

Water Develo~ment 

Apast from t h i s  cons t i tu t iona l  posi t ion,  one would na tura l ly  expect large 

Ccntral expenditure on ovcrheaas l i k e  t h i s  with t h e i r  lumpiness of investment 

requiromtents. Besides, m a n y  of the  l a r g e r  pro jec t s  a r e  inter-State in chara- 

c te r .  Surprisingly, the  Centre's budgetary involvement in t h i s  sector  has 

been r a t h e r  l imited,  especial ly  i n  comparison with i ts  involvments in Sta te  

subjects l i k e  agr icu l ture  and inclustry. I n  multi-purpose r i v e r  val ley projects, 

thc Centre has not b c c ~  spcndinz l,;actically any rnon~v at all ,  e i t he r  direct ly  

or  inclirectly. The same was the  case with rep- rd  t o  i r r i gz t ion ,  Oraimge and 

flood control .  Its involvement i n  water devc-lopent scrvices has been sl ightly 

higher, but i t s  share has b ~ u ?  only a l l t t l c  more than one-fifth of the to ta l .  

The Centre's share i n  t he  t o t a l  expn2 i tu re  on navigation was however high 

(61%). 

It ought t o  be adced however t h a t  t he  Centre exercise& substant ia l  control 

on water and power pxojects through the Central Water and Power Commission 

whose clearance i s  required by l a w  f o r  a l l  p ro jec t s  cost ing more than Rs.one 

crore, a l i m i t  f ixed in 1948 and not revised ever since. 



Power Develooment 

!the share of the Cantre i n  the to ta l  expenditure on power projects is 

less than one-fourth. Its budgetzry involvement in  hyclroelectric sBhcnios hawe 

been only one-tenth. On themoclr ~ t r i c  schmes, i t s  share w a s  higher, but 

still is l e s s  than two-fifths. On transmission &T;? &stribution c;f power, 

i t s  sham was the highost (4%). But, as  may be expccte.3. i n  view of Entry 6, 

of Union List ,  the Centre's expcnfiture on atomic energy w ~ s  t o t d .  

Although the Centre's budgetmy role was limited i n  t h i s  fie13 i t s  

;21/ 
involvment t hou& the financial inst i tut ions was quite sizeable. The cutgo 

of the f inanc id  inst i tut ions amountel t o  Rs,l,339 crores on electr ici ty genera- 

tion and cListrib.~tion a s  against b1,228 crores spent by the States through 

their burtgets. A s  agzinst Rs.14 crores' spent by the States on rural elactri- 

fication (of which, Rs.2.15 crores wae tho direct contribution to  their  buigcts 

of the Rural Eloctrification  orp pore ti on), the financial inst i tut ions lent  

Rs.177 crores. 

lkaas~ort  and Communications 

This is a sector i n  which Constitutisn confcrs an enormous responsibility 

on the Centre. R a i l w a y s  (%try 22;; maritime shipping and ncvigation (&try 25), 

civil aviation (&try 24) major ports (&try 27) a d  Posts and Telegaphs 

( ~ n t ~ y  31) are exclueively Central subjects. I n  addition, the Centre has 

concurrent jurisdiction over ports other than major ports (&try 31 of L i s t  111) 
.. 

and shipping and navigation on inland waterwa~rs subject t o  the provisions of 

Union L i s t .  Roads, Bridges, fe r r ies  and other meazs of communication, (not 

specified i n  the Union L i s t ) ,  Nmicipal trmsways, ropeways: inland waterwq s 

8nd t r a f f ic  thaeon  and vehicles other than mechanically propellec? ones , 
how~er~belong to  State L i s t .  (The States' powers even i n  t h i s  f i e ld  are  

eubject t o  entries i n  L i s t  I11 (&try 32) and I (Entry 23 and 24). 



In view of tl?s vzrious oonstilmtional provisions, one would expect a 

major expenditure involvemmt of the  Centre i n  this sector .  This i s  precisely 

the ac tua l  posit ion.  The Centre's commitments ,.ccounte2 f o r  more t h m  four- 

f i e f h s  of the t o t a l  oxpen.l turc by the  S ta tes  and the  Centre. In  rzilwavs, 

c i v i l  aviat ion,  ant'. posts  ali: t;l;'papiis, the  Centre's involvment was tota l .  

The Centre contributed nine-tenths of the  t o t a l  expenditure on ports ,  l i g h t  

houses and ships. The h c d ;  on which the  Centre's expenditure was lower thvl 

t h a t  of t he  States  were Tourism (39%), roads and bridges (29%) and roads and 

water t ransport  services  (13%). In  nzdim.? m t e r  trrnspcmrt services,  h:weverj 

though -the Centre's - ' i rcct  bu6geta-y involvement w2.s lower, it wzs msre th.m 
3%' 

compt?nsa+e: bg i t s  invdvement through the Centr.Ct finnnci,< i n s t i t u t i m s .  As 

against  Rs.141 crnres spent by the S ta tes  on r o d  an? water t r u s p z r t ,  the fq 

Conclusion r 

b e  of the  impxtmrt fe,?,turesof a federal  cons t i tu t ion  i s  the divis ion af 

pTwers an: resp3,mibi l i t ies  beCween the  Centre an& the States .  Un7er the  

Consti tution of India, t h l s  i'ivision, t o  begin wlth i t s e l f ,  was h e m i l y  weightq 
z/ 

i n  favour of the Centre. The se r i e s  of ounst i tut icn?l  ~mendments an& v,arious 

l e g i s l a t i v e  measures t,zlrenlin public i n t e r e s t ' f t he  Centr'd Government i n  the 

course of years h v e ,  a s  noted. ,%hove t i l t e s  the  bzlznce fu r the r  a p i n s t  the 

States.  

The above e m l y s i s  of t he  budgetary involvement of t he  Centre m d  t he  

S ta tes  brings out t h a t  the  Centre has made massive inroafis i n t o  State  subjects 

through the  f inanc ia l  bacldoor also.  A s  a consequence, the  separation between4 

S ta t e  subjects  an& Central  subjects can be sa id  t o  have become l e s s  an,.. l e s s  

c l e a r  and t'nerefore blurrec. . A major S ta te  subject  l i k e  agr icul ture  hzs 
a 

v i r t u a l l y  been transf orno? i n t d  concurrent subject. A s  f c . r  in?.ustry, it hi 3 

a 
become more o r  less&nion subject. This i s  dl the more t rue  if We take financq 



and 

the 

other. i n s t i t u t i o n s  control led by the Centre. Through these in s t i t u t i ons ,  

w 
Centre's hold i n  the concerned fielcis has become even stronger. 

A t  t he  same time, it i s  in t e r e s t i ng  t o  note t h a t  while the  Centre's share 

i n  expenditure on m a v  of the  subj r - t s  i n  t he  S t a t e  L i s t  i s  higher, with respec- 
2.v 

to  several subjects  i n  t he  Concurrent L i s t  (eg. education, f o r e s t s ,  an6 e l ec t r i -  

city) it i s  r e l a t i v e l y  l e s s .  It ought a l so  not be escape not ice  t ha t  qui te  

surprisingly, t he  Centre's budgetary izvolvemsnt in diroctljr productive ac t iv i -  

t i e s  ix t h e  S t a t e  L i s t  i s  more than i t s  in\-olvement i n  soc ia l  and economic 

overheads i n  t he  S ta te  L i s t  as e.g., soc ia l  and community services,  water 

resources development, development of road and water ways. This i s  in sp i t e  of 

the s ize  of the  funds required f o r  investmentb i n  these scc tors  and t h e i r  long 

gestation periods. 

The basic  point ,  however, i s  not t ha t  t he  Centre's inroads in to  State  

subjects a r e  uneven o r  i r ~ a t i o n a l  but they should have taken place nnd on 

such a l a rge  3cale. b e ,  t he  s tud ies  given the immense f inanc ia l  constrair,ts 

under which they operate t he  S ta tes  v~ould not have been d l e  t o  spend more 

that what they ac tua l ly  spent on various services  f a l l i n g  x i t h i n  t h e i r  juris- 

diction. But t ha t  i s  an argument not f b r  the  Centre's inroads i n  those services 

but for  enkncing  the S t a t e s '  access t o  addi t ional  resources i n  suf f ic ien t  

measure. 



Pattern of exnenditure of Centre and States 

1978-72 

Shb-e of each service i n  the to ta l  
expenditure of 

Centre States 

A. General Services of which 

a. Organs of s ta te  0.5 

b. hlscal Services 4.0 

c. Admiristrative Services 3 .3 '  
d. Pension and misc.genera1 services 1.2 

e. Defence Services 20.4 

Total of A 29.4 

9. Social and Community Services 

C. Economic Services 

a. Generd Econonic Services 

b. Agriculture a d  Allied Services 

c. Industry and Minerals 

d. Water and Power Development 

e. Transport and Communications 

f .  Railwajrs 

g. POF.~S and Telegraph 

Total of 'Illansport &.  communication^ 
(e-g) 26.1 

Total of Economic Services (a-g) 61.7 

Grant Ttr..;dL (k+rl+c) 100.0 

Notes and References 

1. Expenditure on revenue and capital  accounts as  also loans and advances 
on inrividual groups of services are  include<. But debt servicing 
payments as also loans and grants which cannot be allocated by heads 
are  excluded. All figures of loans and advances are gross figures. 

2. States includec the four Union t emi to r i e s  with legislatures vie. Aruna,ch& 
Fradesh, Goa, Mizoram and Pondicherry. 

5 .  Union Government include the remaining UnPon te r r i to r ies  without legi- 
slatures. 

Source r Government of India, Comb$ned $inanc'e md Revenue Accounts of the 
Union an6 State Governments in Inriia (1978-79, Delhi, 1983). 



- -- 
Scheme-wise Share of aofibm- Ad.&he&-M4*01-af Share in t o t a l  a d j ~  

Services Union States  Total Central loans wise Central UiiEr States  ----- expenditure - 
and Grants t o  t ransfers  i n  
States  s t a t e s '  expendi - (1+4) (2-4) union State  

----- - -- tme14~-,,,.- 
(6/3 (7/3) 

1 2 3 4 5 6 8 -------- 7 ----- --- 9 
*---- - - 
A. General 

a. Orgzns of S ta te  

1;. Fisca l  Services 

:p. r n i n i s t r a t i v e  
Services 

d. Pensions and misce- 
llaneous general 
fiervices 

e. Defence Services 

Total of A 

3 Social  C o n m i t y  
Services 

I. Economic. Services 
3. Gemeral Economic 

Services 



~ t e r  and Power development 43622 

:ansport and Comunications 45473 
~i lways  252808 

,sts and Tclegmphs 78887 

~tal of Transport aria 
mmnmications (e+f+g) 3771 5% 

:onomic Scrvices (a-g) 85041 5 
md Total 1369743 

: 1. Figures miter 001s. 1-3 ssz giver: as they appear i n  the  budgets of t he  Central and S ta t e  Governments. 

2. Col-4 - These loans and p a n t s  a r e  given under Central Plan Schmnes, Centrally sponsored Plan Schemes and 1Von Plan, 
Non-Statutory uchcmes. i~ cxcludes block grmts, loans and tax shares given t o  States  by the Centre. 

3. Col. 6 & 7 - -.Centrill IOPES  ants i n  Co1.4 a r e  addod t o  the  Union expenditure i n  Col.1, whereas they m e  deducted from 
Sta tes '  e q o n d i t w e  i n  Co1.2. 

4. Col. 8 & 9 - Share of tl-o d j u s t e d  expenditure of the Union ancl Sta t e s  in  t h e i r  combine& expenditure given i n  Co1.3. 

5. Co1.5 indicates  the extent of Central financing (~01.4) of State 's  expenditure i n  each sector  (unadjusted shown in ~ ~ 1 . 2 ) .  

6.  Soe also the notes t o  Table 1. 

cea As  f o r  l'ablc I. 



General Economic Services 

&~on6iture of the Union 3sld State Gwunments 1w ma302 heads 

(In lakhs of 'hpees)  

Schemo-wise Share of Scheme- Adjusted Ekpenditure Sh&e i n  to ta l  

Union States Cent~al  loans wise Central tra- - of aAusted expend Services and Grants nsfers i n  States' 
to  States eqenCiture (4/2) Union States Union Stat '  

1 2 3 4 5 6 
(1+4) ( 2 4 )  

7 
(6/3) 

8 
(7/1 

9 

Secretariat-Economic 
Services 1799 

(ii) Eenrkcariat 1504 
P o r e i e  Trade & Export 
Promotion . . ,. - . . . - .. . * 42037 

Cod&ratiori 9121 

Special & Backward 
areas 1891 

Other Gerteral Economic 
Services 2243 

Investments in/hma 
to general fiuancial and 
&r&inglingtihatibn&?ion?1232 

Investments in/Loans to  
Intenlational f inmci d 
Institutions 3284 

-. .- ~~~ - - 
Rates aJld References: See !Table I and 11. 



___T___.__ .. _.̂  . ------ -..- .̂-.. ---.- -.- -- -.-.---.----.,- ..----.-.-_. --.--.-__-.-____ ___. ____- _-_-._ ...-,-.-----.- 
Scheme-wi se Share of Scheme- Adjusted Expenditure Share i n  t o t a l  

Union S t a t e s  .Total Central  loans  wise Central  t r a -  of 
nsfers in . . - - - . - - -  --.-- -- adjus ted  expen- 

( 1 +2) and Grants Union S t a t e s  d i t u r e  -.- ---.-- 
. .  . t o  S t a t e s  

. .  . . .  expenditure(4/2) ( +4) (2-4 j Un'o 
( 5$3P 

r Heads: 

g r i c u l t u r e  37005 

i n o r  I r r i g a t i o n  .> , 

o i l  & Water Coaser- 
va t lon  1 1512 

r e a  Development 

ood 58865 

n i e a l  husbandry 1258 

,a i ry  development 3750 

' i s h e r i e s  2045 

:orestS 1260 

lor,!rnunity development 137 

nvestmens i n  agr i -  
u l t u r a l  f i n a n c i a l  
n s t i t u t i o n s  1446 

rr Heads: 

lanures & F e r t i l i z e r s  10142 

i g r i c u l t u r a l  Research 
.ncluding ICAR 5148 

21 528 

8389 

3281 

1398 

110 

599 

1278 

1908 

- 
38491 

N.A. 

- 



n5 
Table IV (continuation) 

3. Schemes for  small 
farmers, marginal 
fanners & ilgrl. 8320 755 ,9075 - - 1 abourers 

4. Minor irr igat ion  756 28681 29437 228 0.8 984 28453 3.3 96.7 

5. S o i l  and Rater Con- 
servat ion 306 6287 8593 1201 14.5 

6 . . k e a  development 447 13563 14012 7924 58.4 8373 5639 59.8 49.2 

7. Food subsidies  57220 829 58049 - - 57220 829 98.6 1.4 

8. Catt le ,  Sheep & 
Wool development 252 5050 5302 1398 27.7 16!)0 3652 31.1 68.9 

9. Dairy d e v e l o p ~ e n t  21 27 21 39 4256 33 1.5 21 60 2106 50.6 49.4 

10. Total research on 
agriculture and 6796 1328 81 24 - - 6796 1328 83.7 16.3 
a l l i e d  s erv i ce s  

Notes and References: See Table I and 11. 



. ............ ...-._-............. . . . . . . . . . . . . . . . . . . . . . .  -....- --..--.-- .--.. ...-.-.....--..--..-.----.- 
Scheme-wi s e  Share of  Scheme- Adjusted ixpendi-  Share i n  t o t a l  ad j -  

Union S t a t e s  T c t a l  C e n t r a l  l o a n s  wise C e n t r a l  t r a -  t u r e  of . u s t e d  expend i tu re  
and G r a n t s  nsfers in States; .";i-;-n .-.- - - 7 -  ---.-.-. 
tp  S t a t e s  . e x p e n d i t u r e  (4,/2, S t a t e s  Union S t a t e s  (I&) (2-4) (6/3) (7/3) 

a j a r  Heads: . ~ a r g e  & ?<ediGrii 
I n d u s t r i e s  130775 225Q7 153375 4763 21.1 135541 17834 88.4 11.6 

Mines & X i n e r a l s  114015 3223 118138 - - 114815 3323 .?7.2 2.8 

. V i l l a g e  & Small 
s c a l e  i n d u s p i e s  11894 1355.j 25490 4604 33.9 16498 8 9 2  54.7 35.3 

F i n a n c i a 1 . i n s t i t u t i o n s  3252- 1448 4700 - - 3252 '1 448 69.2 30.8 

Tota l  ( a  - d.j 2.50739 40961 301783 9367 22.9 89.5 10.5 270106 31597 

. Consumer i n c i u s t r i e s  
, o f  which 

,. Agro bcsed Consumcr 
i n d u s t r i e s  15531 51jE 21689 - 

. F e r t i l i z e r s  46497 3lrn 46797 - 

. P l a n t a t i o n s  

............I............. , _ _ _  .... ...... __._.__._ ..-. ._........... -.- .....-.- .........---. - .---  - ..-.............--.... ---. ---- 
I Piotes and iieferencns: See Table I 2% 11. 



............ .............. ............ . _ . _ . .  ............... _ i  __.._ ..........................--..-.......-... ----- 
Scheme-wise Share of Schene- . Adjusted Expendi- Share i n  t o t a l  adj-' 

Union S t a t e s  \ ' o t a l  Cent ra l  loans  wise Centra l  t r a -  t u r e  of vs ted  expenditure Grants nsfers in statos, .unn<o T..-' -.-- - ..-. - -  --.---- 

( I + ~ )  . t o  S t a t e s  
S t a t e s  Union 

expenditure(4/2) S t a t e s  
2 (s/d (7/3) 

Liajor Heads: 
a .  ha te r  8 Power develoy- 

2-,ent s e rv i ce s  

b.  16ultipurpose r i v e r  
p r o j e c t s  

c. I r r i g a t i o n ,  Navignt im 
drainage S f lood coa- 

t r o l  

d.  Power p r o j e c t s  

Minor Heads: 
1.  ; ower p r o j e c t s  and 

Developnent s e sv i ca s  

3. Therriio X e c t r i c  
Schemes 



28 
Table VI (Continuation) 

ti. lhter developnent szrvices 1123 4164 5287 - - 1123 41 64 21.2 78.8 

9. Drainage 

0. Flood Control, 

. _  .._. _ _ . _ .  . . _ _ _ _ _ _ _ _ _ _ _ _ . _ _  . .  . . . .._. . . .  - . . ... - .  . -. . _ - ----. .-. . . _._*____.._r.._._ _,__ ._-_-_~ -._- ___-__- -..- 

Motes and References: See I d a l e  I & 11. 



.-.. ... . . . .-.- - - , - . . .  ..- .. , . .  . _  _ _  
Scheme-wise Share  of Scheme d j u s t e d  2xpendi- Share i n  t o t s 1  

Union I t a t e s  T o t a l  C e n t r a l  wiso  C e n t r a l  t r a -  d i t u r e  of ad ' justed cxpen- 
(1+2) l o a n s  and n s f e r s  i n  S t a t e s '  d i t u r e  

.... ~~~~t~ to . expenditure(4/2)  - -  - -  .-- ... 
S t a t e s  Union S t a t e s  Union S t a t e s  

( l ~ . j  (2-4) (6/3). (7/3) 
. . . . . . . . . . . . . . .  - . -. ............................... ( 2>.- -- - -(.3T- ........ ...... .......... . . .. ........... 

(1) 
- - - 7.5). . - .(.6.j.. ..-(.7 ..).. ---*--- ---.. 

(40 (8) (9T . . . .  ..... .........__...._...... __-" ---. . .  . -  ........... r .  . . .  -. ..................... 1- .- .............._.............................. ...........-... 
6 .  P o r t s ,  Lith'c t!ous?s C. Ships-  21C15 2270 21-;C5 - .- 21916 2270 90.6 0.4 

b, C i v i l  ; .viation - 3681 98 2779 5'15 - 3595 81 7 129.4 2S,4 
c.  Roac!.s C. 2 r i d 5 e s  5 59368 ~5051 8619 12.4 2..;302 60747 28.6 71.4 

f .  U'kker Trenspor'c 6; Zor.!nuni- 
c;t i o n s  22-5 47 2273 5 10.6 2231 42 98.2 1.8 

T o t a l  ( a  tj f )  .:-5473 87486 132959 9628 11.S 55101 77858 41.4 58.6 

25280s -- 252808 - - 252808 - 109 - 
g .  h i l w a y s  

h a  F v s t s  8 Tcleg rzphs  788F7 - 78887 - - 78887 - 100 - 
T o t a l  T ranspor t  X 
Conmunications S77168 E7486 454654 9628 1 1  -0 385796 77858 83.2 15.7 



Tabla VIII 

Role of t:he Union end S t a t e  ...... Governments and Cen t ra l  F i n e i ~ z *  ....... -- . .  .....-.... .-. . ..- .-,- . -- ----. .......... 
.Qe:.c..i.e.s. I.~-.?e>.e.c_tteeddie2lss. 

\ ( I n  l a k h s  of liupees, 

..... . . . .  - ..........-.. .- ,. . . . . . . .  - . . - . . . . . . . . . - . . . . . . . . . . . . . . . . . . . . . . . .  . ~ -  
Heed Union S t a t e s  C e n t r a l  f  inanc- 

i n g  a g e n c i e s  

. . . . . . . . . .  .. 

Housing 10010 13952 22002 

Co-opera t iv5s  &a .. IlIO? 35100 15455 1 

.<gr i cu l tu re  & A l l i e d  S e r v i c e s  L 13575': 1 79720 263619 

Dairy  Deve1opr:ent 21 60 21 05 8027 

F i  s h e r i ~ s  2644 3022 2458 

Minor I r r i g a t i o n  983 28453 23484 

;.re2 Developnent 

F o r e s t r y  

h a 1 1  s c a l e  I n d u s t r i e s  

Lerge s c a l e  I n d u s t r i e s  G 
i : i ne ra1  s 250356 21 157 1 58241 

L l e c t r i c i t y  Genere t ion  G 
Transmiss ion of vhich 40018 12281 1 133040 

Rural t l e c t r i f i c a t i o n  23 1375 17715 

Road 8; : l a t e r  t r a n s p o r t  2065 14051 25505 

1 .  Data f o r  Union. and S t a t e s  a r e  t h e  s a m  e s  i n  Ta5le II - V I I  

?. Only t h e  maior c e n t r a l  f i n a n c i n g  aciencies a r e  covered and 
t h e r e f o r e  t h e  f i ~ u r e s  under  c o l .  3 - u n d e r s t a t e  tile r o l e  of 
t h e s e  a g e n c i e s  - - - p a r t  3: t h e i r  f i n a n c i n ~  i s  6one through 
s t a t e  budge t s  and p a r t  of t h i s  through s t a t e  l e v e l  agenc ies .  
Balsnce  i s  l e n t  d i r e c t l y .  

23. & i n c l u d e s  T 1 . 3 . 1 .  l o a n s  ( g r o s s )  of  hot$ s!lort,medium and long 
t e n  d u r a t i o n .  Some f i g u r e s  p a r t i c u l a r l y  of  R.E.I .  c r e d i k  
a r e  i n c l u d e d  under  bo th  a g r i c u l t u r e  and co-opera t ion .  

Source: ! 1 )  ~ e p o r t  on cur rency  ant! f i n a n c e ,  Reserve Sank of I n d i a  
(1978-70 and 1979-80) - 

(2) S t ? t i s t i c a l  T a b l e s  r e l a t i n g  t o  Danks i n  1ndia(  1978 & 1979) 

(3 )  A n u a l  r e p o r t s  of L.I.C., XIDCO, ARDDC, 1 R X ,  Ind ian  
Dairy  c o r p o r a t i o n  e t c .  



Footnotes 

1/ The Constitution, un&r i t - t i d e  246, has demxccated f i e l d s  of j1misdiction 
separately f-or both the Union and the s ta tes .  F ie lds  a r e  created by enu- 
meration of topics  i n  three l is ts  given i n  tho Seventh ScheJul?. The 
Union L i s t  (Lis t  I) t o  the Constitution, c o n h i n s  97 entr ies .  S ta te  L i s t  
( ~ i s t  11) now comprises cf 61 en t r ies .  ( ~ r i ~ i n z l l y ,  it comprised of 66 
entric: ,  of which some were ti ns fe r r ad  t o  c ther  l i s t s  subsequently). In 
addition,  there a r e  47 en t r ies  i n  the  Concurrent L i s t  ( ~ i s t  111) in respect 
of which both the Union ,and t he  S ta tes  a r e  .mmpetent t o  l eg i s l a t e .  h ,y  
other mztter not enmernted ii-I L i s t  I1 or  L i s t  I11 comes under the  res i -  
duary powers of t he  Union in t e rns  of  &-try 97 of L i s t  I. The three f i e l d s  
a r e  arranged heirarchical ly ,  t he  Union f i e l d  Bhc precedence over the concu- 
r r en t  ?.nC. S ta te  f i e l 4 s .  The concurrent f i e l d  i n  t u rn  w i l l  overrice the 
S ta te  f i e ld .  Unaer i h t i c l e  252 & 253, the  Union has powers t o  l e g i s l a t e  
i n  State  f i e l d s  uncer cer ta in  circumstmces f o r  ce r t a in  purposes. For 
d e t a i l s  see Sebastian V.D., 'Indian Federalism', Aoadew of Legal Publica- 
t ions ,  IPrivan~c?run 1980. 

The major exception i s  the Report of the  StuQ Team on Centre S ta te  Rela- 
tionships appointed by the Administrative ReZoms Conmission, Vol.111 (1968). 
The gtudy Tern was c!;~&ed by l a t e  Shr i  L & f a : W a S l ~ a a ~ ~ ~ ~ .  IfEts 
covera~eshowever has not bcon very comprehensive. Moreover, many changes 
have taken place eince the submission of &e Report i n  1967. 

4/ me massive d i r ec t  involvement i s  made possihle by the enonnous ' f i s ca l  
resources l e f t  with .the Centre, disproportionate t o  i t s  needs of expenditure 
in i t s  exclusive f i e ld s .  Of the  t o t a l  budgetary resources of -the two 
leve ls  of government, more than two-thirds f irst  accrue t o  the  Centre. 
Central f i s c j l  t r ans fe r s  t o  the  S ta tes  account only f o r  l e s s  than one-third 
of i ts  t o t a l  resources. Even a f t e r  all thz  resource t ransfers  ,the Centre 
has & i t s  clisposal about -1 t he  combined bud3eta.y resources of the  
States  and the Centre. See George K.K. and Gulati ,  I.S., Ccntre-State 
Resource Transfers, 195144,Wgrking Paper,. Noz200, Centre f o r  Development 
Studies, 1985. 

4. For det?. i ls  regarding the p o w i  j importance of the  schemes, see B i d .  

5. For the relevance of i n c l u a n g  these insti tut; ions i n  3 study of Centre-State 
f inancial  re la t ionships ,  see Gulati, I.S. and George, K.K., "Lrrter-State 
Redistribution through Ins t i t u t i ona l  F inanc9 ,  Economic a n t  P o l i t i c a l  Weekly, 
Bombay, Special Number, Awust 1978, a l so  Georze, K.K., "Centre-State 
Financial Flows and Inter-State Dispar i t ies  i n  India", University of 
Cochin, Cochin (mimeo) 1982. 

Bu3.geta.q expenditures a r e  on two accounts, viz. ,  Revenue and Capital 
accounts. Capital disbursements i n  t u rn  a r e  of two types, i.e. cne spent 
Birectly (cap i ta l  o ~ ~ t l a y )  aztd the  other spent imlirectl jr  by ex&enG.ing loans 
and advcmces. Our analysis  excludes from the f igures  f o r  budgetary expendi- 
ture, the block loanc,@fw:and trax sharing ( the l a t t e r  i n  the case of the 
centre) which tact be al looeted among specif ied heads of expenditure. 
States ' expenditure i n c i n b s  expenditure of the  four  Union Ter r i to r ies  with 
legis la tures .  

3/ For break-up, see  Table 11. 



of expenditure included a r e  (a) Fducation, (b) A r t  and 
Sc ien t i f i c  Services and Research, (d) Mediczl, (e)  Fanily 

Health mi? Sanitation,  (g) Hmsing (h) Urban Develop- 
ment (i) Infomation and Publ ic i ty  ( j )  Sroadcastine. (1:) Labour m d  
Emplcyreent (1) Social Security and Welfare and (n) Relief f o r  Natural 
Calamities. 

9/ O f  the  t o t a l  e.qcncliture of the  Centre, revenue e q e n j i t u r e  accounts for  
69 per--?nt an6 c a p i t 4  expend: Ire f o r  31 percen;. 

O f  the  t o t a l  cap i ta l  cdisbursaerits, 57 percnnt w a s  by way of Capitcd Outlay 
and the b.alance by vq of Loans a112 Advmces. The l a t t e r  (gross f i ~ x c e s  
aze usad by us j ~ i  .I.'. ~ 1 1 1 ,  . - forms 13 percent of t he  t o t a l  expeilditurc of 
the Centre. I n  other words, of the  budgetay involvement of the  Cenbl 
too w a s  by wajr of loans. For t he  d i f f i c* i t t i e s  and poblcms in clubbing 
the burlzetary operations of th2 Governments . w i t h  -tho operations of the 
f inanc ia l  institu-Lions, See Gulati I.S. m d  George KK.K., op.cit. 

Governmer:t of I n ~ a ,  Combined Finmce ,md Revenue llccounts of the  Union and 
S ta te  Governments i n  In2ia f o r  the  @car 1978-79, Dclhi, 1983 

The increasing r o l c  of i n s t i t u t i o n s  l i k e  the N.C.D.C. has been c m e n t e d  
upon by the 1 d C  Study Team a s  follcwsn "the r o l e  of autonomous cen t ra l  
organizations i n  S ta te  subjects  create?. o r  largely f i n a c e d  by a ministry 
must not be allcwed t o  exceed tha t  of the  ministry. a l e  poss ib i l i ty  of 
the use of such o r ~ m i o a t i o n s  f o r  a massive encroachment on State  subjects 
cannot be Liscounlkd. The National Co-operative Develop~cnt Corporation 
and the Central Social Welfase Bomd provide ready examples. Unless restrai- 
n t s  a r e  placed on these,  similar t o  those rocommendel f o r  the  minis t r ies ,  
the  l a t t e r  may ten3 t o  circumvent these by creatkg autonomous organisationa 
and cha r~ lc l i s ing  fun.1~ throu& then." See Govt. of I r C i a ,  f&ninistrative 
Reforms Comission, Study Group on Centre Stnte  Fivnncial Relationships, 
Vol. I., Government of India,  Esihi ,  1968, p.163. Also Vol. 111, p.41-72. 

JJf ?he i n s t i t u t i o n s  incl.uded 'are (1) B.3.I. (2 j L.I.C. (3)  LRDC and (4) 
Commercial Bmks. 

14/ Is can 3 e  seen from the footno' ; t o  Table V I I I ,  '..,TO aspects of t h i s  -. 
f i b w e  .~,?.vi. t o  be bwne L: minc. - ~ r c t l y ,  the  f i 9 n e s  a r e  of gross lo?ns 
of short ,  mhdium, m.d long te rn  izhzc. Secmdly t h e r . ~  i s  '- ..ii!- ."a:! cf 
some overlap between Co-operation a d  Agriculture m d  Allied Services. 

15/ ?his head covers h i l l  areas ,  North &stern 2ceas, Laaakh and Pang Distr ic t  
(Gujarat ). 

Covers la rge ly  i n s t i t u t i o n s  l i k e  t h ~  S tz tc  TraJing Corporation an? the 
Minerals and Netals T rad in ,~  Corporztion. 

The i n s t i t u t i o n s  1ik.s t h s  S ta te  Tr?,C.kg Corpora.tion an? the Minerals and 
Metals Trading Corporation. 

&try 33, which i s  quoted vcry frequently i n  the  ensuiug discussion i n  the 
t ex t  reads as follows: "Trade a d  Commerce in ,  2211 tho p rohc t ion ,  supply 
and d is t r ibu t ion  of- 



(a) the products of any industry where the control. of such i d u s t r y  by 
the Union i s  declmed by Parliament by l a w  t o  be expedient i n  the  public 
i n t e r e s t  (and imported goods of the  same kind as such proiucts). 

(b) fo06 s t u f f s ,  including edible  o i l  seeds ,md o i l s  

( c )  Catt le  fodder, including o i l  cakes and other  concentrates 

(d) r a w  cotton,  whether &inn& ox unginncd, and cotton seed and 

(e) r a w  jute. 

Acoordin,r -to the  liEC Study C-roup, t he  Centre is giving a wider interpre- 
t a t i o n  t o  i t s  concurrent jurisrdiction. "According t o  the  Constitution, 
.the Centre has overriding l e g i s l a t i v e  power i n  regard t o  concurrent 
subjects but  u n t i l  i t  exarcise t h i s  l e g i s l a t i v e  power, the  subject  has 
t o  be t rea ted  as a State  subject. This const i tut ional  posi t ion i t s e l f  
gives the  c lue  t o  the  approach t h a t  the  Centro.should generally have in 
re l z t i on  t o  sxch subjects. The Centre should try t o  confine i t s e l f  t o  
laying down l a w s ,  r u l e s  and l i n e s  of guiCance but shodd  en t rus t  the 
substantive a c t i v i t y  i n  t h e  f i e l d  i t s e l f  t o  t he  States  except where 
urgent p rac t i ca l  c ~ n s i d e r a t i o n s w a r r ~ t  otherwise." See ;iEC Report, Vol.1, 
p.164. 

According t o  &try  33 ,  Trade and 6ommexe i n  and the production, supply 
and d is t r ibu t ion  of a wide va r i e ty  of domestically proCuced o r  im3orted 
products of industry and a m i c u l t u r e  including food stuffs and raw nateri* 
Is a re  subject  t o  concurrent jurisCiction. The a r t i c l e s  incluced under 
agricd.kne viz., food s t u f f s ,  edible  o i l  seeds & o i l s ,  c a t t l e  fodder, oil 
cakes and other  concentrates, r a w  cotton and raw jute, form nuce of the  
l a rges t  pa r t  of agr icu l tura l  produce. If the  word 'pro?uction1 occuring 
in t h i s  en t ry  has t o  be given a wider import, agr icul ture  f o r  the  nost 
pa r t  must be deemed t o  haee become a cuncuf?rent subject. In  t ha t  case 

.zLh&m.endment of t h i s  ontry has introduce;: an element 'dl.-*i&l.6!lat 
@-1%tkp%t : EiC 25-& ~ t ~ ~ ~ ~ L i n @ ~ ~ ~  re&&- 

t ion  an6 research has nc t  been menled. See ARC Report, Ibid. 
IFne i n s t i t u t i o n s  a r e  Commercial Banks and fm. 

Credit extended by the Cotpercia1 banks and NU)C f o r  land development are  
included i n  t h i s  f igure .  

Reserve Bank of India, S t a t i s t i c a l  Tables Relcting t o  Banks i n  India, 
(1979) Bombay 

Centralisation of research with the Union Govt. is almost t o t a l  i f  we 
take the r e l a t i v e  expeniuture of the  Union on t h e  head q'Scientif ic 
Services and Research" coming under the  sub-&~oup "Social and Community 
ServicesR. The share of Centre on expenditure under t h i s  head comes t o  
99.8 percent. 

& Government of India, Ministry .of l i g r i cd tu re  and I r r i&a t ion  Report of the 
National Conmission on Agriculture", Par t  11, New Delhi 1976, p.104. 

?g One cf tho fac tors  f o r  t h i s  p ro l i f e r a t ion  of Central i n s t i t u t i o n s  in State 
subjects aEd the  increasing s a d e  of t h e i r  operations i s  the :lesire of the 
union min i s t r i e s  t o  r e t a i n  the.contro1 on these subjects.  !his arlvmtage 
f c r  the  Centre was noted by the  National Commission on ligciculture" Central 
i s s i s t a c e  and p a r t i c i p a t i o n . i n  t he  devc lopent  corporations and autonomous 

\dies W e  a nwber  of advantages. F i r s t l y ,  i t  nakes it possible t o  
aark resources f o r  the  p r o p m e s '  covered by a par t icu la r  autonomous 

c r  organization, obviating the procedural hurdles which become unavoi- 
whon funds f o r  the  Central or  Centrally sponsored shhenes a r e  routed 

G& the  S t a t e  Goverments - Ib id  p.115. 



The l i s t  now inclucles items l i k e  cut lery,  e l e c t r i c  iron,  heaters ,  razor 
b'l.ades and h u r r i c a e  lanterns .  It is worth r e c j l l i n g  t h a t  these items 
a r e  brought under Central cijiitrol i n  terms of & t r y  52 of Union L i s t  as 
ibe*~s inclusion in t he  l i s t  has been "declared:' by Parliament by law 
t o  be expedient i n  the  public in te res t . "  

See MiC lieport op.cit., Vol. 111, p o l  

1.D.B.I. , I . C . I . C . I . ,  1 . 1  I.R.C.I., L.I.C., U.T.1, ar.d Cmerc i a l  
Banks a r e  t he  i n s t i t u t i o n s  covered here. 

C m e r c i a l  Banks and I.D.B.I. 

L.I.C., Commercial Banks, R.E.C. and the Development 32nl~s. 

Commercial Banlcs and IBBI. 

This was because, the scheme of division of powers i n  t he  Constitution, 
of India was almost the  same a s  i n  the Government of Iqdin .4ct,1¶35. . . 
For cozrparison, of these schemes of division,  see S& ' 6, op.cit. 

It may iiot be possible t o  exclude the i n s t i t u t i o n s  l+ Commercial banks 
from S ta t e  f i e ld s .  But a t  l e a s t  ,the proliferation,kpecizlised organisa- 
t ions  i n i t i a t e d  by the Union Ministers t o  deal largely with S t a t e  subjech 
(eeg. N.c.D.c.) can be avoided. Also, there  i s  scope f o r  restructuring 
t h e i r  f m c t i o n s ,  a s  noted by the  ARC Study Team (see Reports Vol.1 and 
111). Besides, i n  the  formulation and implementation of t he  schemes in 
S ta te  subjects  bjr these organisations, it should be possible  t o  associatM 
the  S t a t e  governments in  some tangible manners 

In the t o t a l  revenuz expncli ture on education, khe Centze's share was onh 
l e s s  than one-tanth. 
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