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Central Inrocads in State Subjects:

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 Siates.
The inadequacy and the manner of these transfers, the inrcads of the Centre
in the revenue raising powers of the States, the increasing dependence of
the States on the Centre and the consequent erosion of their autonomy have
no doubt received wide attention. But the encroachments of the Central
Government, in the fields of respunsibility earmarked for the States under
the Constitutioﬁl/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 paﬁer, it is proposed to examine the extent of the Centre's
involvement in State and concurrent subjects through its budgetary operations
and through the operations of the Central financial institutions. The paper,
with 211 its limitations, brings out that the Centre has entered the State and
concurrent fields in a big way through the fiscal and 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
its own departments and agencies. Its indirect involvement is either through
the expenditure channalled through the State Governments and covered by the
Central Plan (including Centrally sponsored schemes) and Non~Plan schemes or

through the financial and other institutions under its control.

Methodology and Limitations

The paper concentrates on an analysis of the budgetary expenditure infi7~
6
ding loans, of the Central and State Governments on major expenditure heads.



A1l expenditures appearing in the State budgets are not initiated or contro-
lled by them, The expenditure fiﬁanced through the Centre's scheme-wise
transfers really reflecis the Centre's concerns and priorities. Thnerefore,
from the States' expenditure, as : pearing in tleir budgets, the Central
transfers are deducted and treated as if they FPepresent additional Central

outlay under the respective heads of expenditure.

One of the major problems for a study of this nature is the oprcblem of
classification of expenditurs heads into Central, State and Concurrent subjec
in the manner of Schedule VIT of the constitution. An expenditure head may
predominantly be belonging to the State list, but the Centre can still have
some constitutional role to play there. For instance, fisheries beloAE tb thg
State List in terms of Entry 21 of List II. But fishing and fisheries beyond.
territorial waters belong to the Union List (Entry 57 of List I). Again, roald
and bridges are in the State List. But highways declared under law made by
Parliament to be national highways are in the Union List (Entry 23). Detailed
break up of the expenditure under each head, according to the constitutional
division, is not always available. At the same time, where detailed break up
is available, the constituticnal pe- ‘tion with respect to the head of expen=
diture or any of its ccmponents is not quite clear as, for example, is the
case of agriculture. Although agriculture as such figures in the State List,
there are important aspects of agriculture which, as we shall note later; come
within the purview of the Concurrent List. In the circumstances,; one can only

go by the dominant constitutional character of the subject concerned.

The detailed analysis attempted in this paper is restricted, to the heads
of expenditure falling under the group 'Economic Services', Thus the fj?er
8
two groups, 'Administrative Services' and Social and Community Services are not

covered by us. It ought to be added however that Economic Services account for
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three-fifths of the Centre's expenditure and half of the States' expenditure

(See Table I),

In anzlysing the Centre's involvement through the financial and other
institution., though we have attempted to cover all major institutions, the
coverage cannot still be said to be total dus to non~availability of informati
and data from a few. The.exclusion of these however can only understate the

Centre's involvement,

While, as stated, the role of most Central financizl and other institutior
in each field were possible to be covered in our analysis, the same could not
be done with regard to the operations of the State level institutions to the
extent that their fundihg does not figure in the State budgets. This could not
be done as the consolidated position of the operations of these organisations,
in each field for all the States is not easily available. However, since the
major part of the funding of these State-level institutions came from the Centra
ingtitutions, the exclusion of the fppmme from our coverage shall not in our

Judgement, make much difference to the appraisal of broad trends.

Thus, althouzh, the Centre's indirect invcelvement through the financial
institutions was necessary:uo be taken into account, it has to bs noted that
clubbing it with the budgetary operations could be open to two objections.
Firatly, several of these institutions depend on the Central budéet for part of
their funds. To that extent, there will be double counting if we club the
Sentre's direct and indirect budgetary expenditure with the operations ofi the
financial institutions. Secondly,the nature of the involvement is different.
While the Central Government's budgetary expenditure is mostly of a revenue natuf%
and therefore non-repayable, the financial institutions® involvemeﬁty is by means

10/

of repayable loanss

The data pelied upon is for the year, 1978-79, the latest ycar for which

the'Combined Finance & Revenue Accounts of the Union & State Government#iin Indid'
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1y
is available, Therefore, the data used are slightly out of date. Also, our

analysis relates to a peint of time and cannot speak of the trend over the
years. Thus the results of our study can cnly claim to be indicative in
nature. Whatever broad inferences we have drawn on this basis, our analysis

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

Qverall Positions:

It is appropriate that we start, indicating by way of background, the
relative importance of each major group of services in the aggregate expenditurg
excluding dept servicing and block grants and lecans which camnot be allocated
by heads of both the Central and State Governments. As can be seen from Table L
the share of Social and Community Services in the States' total expenditure
(33%J is higher than their corresponding share in the Centre's total expendi-
ture (9%). On the other hand, the shares of General Services (29%), and
Economic Services (62%) 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 Expenditure on transport and commus
nizations {26%) is the highest followad by industry and minerals (18%). The
States' single, lergest expenditure under Economic Services is on water and
power development (23%) followed b, agriculture and allied services (15%).

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

Table II 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 highér than that of the States in the expenditure on not only General
Services but also Economic Services. On the other hand, the States' share is
considerably higher than that of the Centre in the expenditure on Social and
Community Services. Within General Services, the Centre's share is higher in

regard to Fiscal services and, of courase, Defence Services. In Economic Services



the Centre's share is higher for all services except Agriculture. and Allied
Services and Water and Power Development. It is important tc note however
that the share of the Centre in Agriculture and Allied Services, is still
quite high (45%). So also was the ~ase with Transpor®™ and Communication
(even excluding Radlways and Posts and Telegraphs) where the Centrefs expen-
diture commitment is 41 percent., On Industry and Minersls, the States' share

has been only one-tenth,

Fconomic Servicest

Having noted the broad pattern of the relative budgetary invelvement of the
Centre and the States in various groups of services, it is proposed to analyse
the comparative expenditure of the Centre and States on all major subgroups and
selected major and minor heads belenging to the broad group, Ecornomic Services,
in the background of their constituticnal position, as it has evolved over the

years.

Under Economic services, it is .ossible to classify expenditure under seven
broad sub=groups: a) General FEconomic Services, ) Agriculture and Allied Ser-
vices,c) Industry and .linerals, d) Water and Power DeveloPment,e) Transport and
Communicatio: 5,f) Railways,&) Posts .4 Tolographs. We deal with each of these

sub—-groups in the above ovder,

General Economic Services:

The majcr heads under this group aré:
(1) Secretariat Economic Services, (2) Foreign Trade and Export Promotion,
(3) Co—cveration, (4) Special and Backward Areas, (5) Investments in/Loans to
international financial institutions and (6) Investment in/Lomns to general
financizl and trading institutions. OF these jitems 2 and 5 are clearly in the
Union List, and therefore the States have not incurred any experditure thereon,

Planning machinery

The major hecads of expenditure under Secretariat Lconomic Services ares

(1) Planning Cemmission/Planning Boaris, and (2) Secretariat pertaining to
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economic services. It is interesting to note that the Central Planning
Commission spends alitost three=fifths of the total expenditure incurred on
rlamning machinery by the Centre and the States together {see Table III).
The planning bozrds of twenty two states and four Union Territories (with
lcgislatures) accounted only for 41 percent ¢f this exjenditure. The Central
Secretariat pertéining to economic services s1so accounted for a 1ittle more

than half the total expenditure of the Contre and the States.

Co-operations

Although Co~operation as such is not mentioned in any of the three lists
in the Seventh Schcdgle to the Constitution, the subject can really be said,
to belong to the States as co=operative sccieties come under the State List
(Entry 32). But this has not prevented the Centre from spending sizeable
amounts on co—operation. The Contre's budgetary expenditure, including expe~
nditure through Central and Centrally sponsored schemes, exceeded one={ifth

of the combined expenditure of the Centre & States.

Apart from the Centre's direct and indirecct budgetary role in the field
of co-operation, the Central financial and other institutions 1like the Reserve
Bank of India,{iBI) Commercial Ba. :s, Life Insurance Corporation {LIC), Agri-
culvural Hefinance and Development Corporation (4RIC) and the National Co--operat
tive Development Corporation (NCDC)lg/taken together, play a pivotal role in
this ficld. Ther are the major sources of finance for the co-operative insti=
tutions in the States. In fact, the budgetary role of the State and Central
Goverrments in the field of Co-cperation is overshadow=d by the total operaticd
of these institutions. As may be seen from Table VIII, the invoivement of theu
institutions is to the ftune of Rs.1546 croreslj/as againet [z 381 crores set

14/
apart by thc States and R, 111 crores by the Centre.

Though the Centre's direct budgetary expenditure on co-operation covers

the entire spectrum of cooperative societies, their largest involvement is on
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consumer cowoperatives and credit co-operatives., Its indirect expenditure

through the Central and Centrally sponsored sbhemes had also been exclusively

on these two heads,

Special an” Backward Areas

Of the combined budgetary expenditure on the development of the Special
1§€
and Backward areas, the share of the Centre adds up to a mere 17 percent, The

rest was incurred by the States.

Investments in General Financial and Trading Institution

16/
The Centre's share in the investments in Kkese institutions is 85 percent

as ageinst the States' share of 15 percent.

jculture and Allied Services

The share of the States in the budgetary expenditure under this major sub
group is 55 percent (sce Table IV). On this basis, the Centre's share is
clearly lower than that of the States. However, if we take into account the
involvement of the Central financial and other institutions which amounts to
Rs. 2,666 croregjg; against the States' budgetary expenditure of Rs,1,797 crores
and the Centre's expenditure of Rs.1,458 crores, it is obvicus that the Statea!
relative involvement in this field is wmmch less than is indicated by the figures

of budgetary expenditure.

éggiculture

Within the major sub-group, the head Agriculture is the largest,taking
the budgetary expenditure of the States and the Centre. together. Of the
expenditure on this head, the Centre, directly and indirectly, accounts for
two-thirdgs. Despite the fact that Agriculture, by and large, is a State
subject under Entry 14 of the State List which has remained unalteired, the

States' involvement is much less than that of the Centre. The subseguent
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introduction of Entry 33 in the Concurrent List could be given a wider import

9
and Agriculture, for the most part, deemed to have bzcome a concurrent subject
The Betalvad Btudy Group on Centre-State Relationships i{wdk thee -vioc ciretive

took the view
Administrative Nefoims Commission)rha'b agriculture should still be administrat}
vely treat @ as a State subject ar that the Central encroachment in the shape
of the assumption of responsibility for substantive activity was not permi-
20/

gsible. But going by the extent of the Centre's involvement in Agricul ture,

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

Spart from the Centre's direct involvement in the field, its indirect
expenditure through Plan and Non=Flan schemes too has been quite substantial.
More than two=fifths of the States' expenditure, as appearing in their budgeis
were financed by thesc Centrally initiated schemes. These schemes covered
mostly four areas viz, manures and fertilisers, dry iﬁnd development, storage

and warehousing and land reforms,

0f the Centre's direct and indirect expenditure on Agriculture, distri=-
bution of manures and fertilizers accounted for the largest single amount
(17.3%). The next in order was expenditured on schemes for small farmers,
marginar farmers and agricultural labourers, followed by that on agricultural
research which was incurred very largely on the assistance of the Indian
Council of Agricultural Research (ICAR). In all these three areas of principa
concern of the Centre; its financial involvement was overwhelmingly larger
than that of the States. The Statés'! share in the expenditure on manures and
fertilizers was only two fifths, in that on agricuw tural research it was only
14.5 per cent, in that on small and marginal fammers and agricultural labou-

rers, it was 8.3 percent.

Minor Irrigation, Soil & Water Conservation

Although like Agriculture, these subjects also fall within the States!

sphere of responsibility, the Cebtre's budgetary involvement in them has been
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minimal (See Table “IV)I"). However, when we take the involvement of Central
21/
financing institutions also, the States' role even in these fields gets over~-

shadowed. This can be zeen from Table VLII, ' ..

Area Devel opment

This head covers the development of dry lands, hill areas, desert areas on<
other special areas. Expenditure under this head cen legitimately be taken to
belong to the States. DBut the States' share in the uxpenditure under this
head is only two~fifths of the aggregate budgetary expenditure of the Centre
and States. Wkl g npomwr. significant, the Central Plan and Non=Plan schemes
financed a major portion (58%) of . the expenditure of the States under this
head. Dry land development and dcvelop_ment of hill areas were the Centre's
wajor concerns for expenditure under this head. Besides, the Centre's budge-
tary involvement in this area is supplemented in a big way by the financial

22
agencies, as may be seen from Table VIII,

Food

Although food as such does not figure in the Union Liét sfr the State List,
ity 33 of the Concurrent List covers trade, commerce, production, supply and
distributic of food stuffs, incluc’ng edible oils and 0il seeds. The Centre's
budgetary role, as also its role through the financial institutions,; has been
overshslming under this head. Of the total budgetary expenditure on food, the
Centre's involvement amounts to 96%. In fact, this heed is the largest single
head of expenditure of the Centre within the group, Agriculture & Allied Services,
accounting for 43 percent of the total., It is to be noted, however, that 92
percent of the Centre's expenditure under this head was on food subsidies, It
will be appreopriate to note here that funds required for procurement, storage
and distribution are raised by the Central agency responsible for their admini-
stration, viz. Food Corporation of India, from the commercial banking system.
Food credit amounted to Rs. 3,000 0x0ressht. thes shdoDf June 197% afrrfedned 16

23/
percent of the total credit of the banking system,
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Animal Husvandcey and Deiry Developnent

These can be said to be cxclusively State subjects in terms of Entry 15
of the State List.Thd Cefitrd¥® role is confinea to the prevention of cruelty
to animals and the prevention of the extension from one State to another of
infectious or contagious dis=zases or pests affecting animals and that too under
entries 17 and 29 of the Concurrent List. Entry 33 of the same list extends
the concurrent jurisdiction of the centre to the production, supply and distri-
bution of not only foodstuffs which can be interpreted to include dairy pro-

ducts, but also cattle fodder including oil cakes and other concentrates.

Animal Husbandry

The Centre's direct role under this hcad has been limited to only 16
percent of the total budgetary expenditure of the Centre and the States. Of
the Centre's direct (revenue) expenditure on Animal Husbancdry, more than two-
thirds was accounted for by the arsistance extended for research purpose to
I.C.A.R. It may be noted that the Centre's share of the total expenditure on
research on Animal Husbandry amounted to as much as 84 percent, On Deiry
Devel;pment, the Central expenditure was haif the total expenditure by the
Centre and the States. Of the Central expenditure, 56 percent was on milk
supply schemes. The Centre's budgetary expenditure in this area is supple-
mented by the involvement of the Central institurions like the Indian Dairy
Development Corporation, commercial vanks and ARDC. If we take the institu-
tional finance alsc inte account, the States' role in this field_becomes rela-

&

tively small. This may be seen from Table VIII,
Fisheriesg

Fisheries belong to the State List under Entry 21. But 'fishing and
fisheries beyond the territorial waters' is a Central subject under entry 57
of the Union List. DBesides, under Itry 33 of the Concurrent List, fish being

‘a food stuff, the Centre can claim a role in the production and distribution
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“of fish and fish products, As ports cother than the major ports belong to the
Concurrent List under Entry 31, the Centre can also lay claim to a role in the

development of fishing harbours and landing focilities.

0f the combined expenditure of the Centre and States on Fisheries, 47
percent was incurred by the Centre. Of what is shown zs the States' expendi-
ture, one-sixth was financed by the Centre through scher.- wise transfere parti-
cularly for the develorment cf inland fischeries, again = purely a State subject.
If we take into account the resources deployed by the Central financing insti-
tutions like the commercial banks and ARDC, the Centre's role in Fisheries is
clearly more than that of the States., It ocught to be added here that the
Centre ,in add:tion to budgetary control, exercised administrative control on
fisheries throusgh its agency Marinc Products Development Authority. Reverting to
the the Centre's budgetary expenditure on Fisherics, it can be seen that its
main- concern has not.been on its constitutionally assigned field viz. desp sea
fisheries where the States' share was '~. . . 67 percent . . @k .7 1.
Centre's major budgetary involvement was however on rasearch, including assi-
gtance extended for the purpose to ICAN, which accounted for nesaxrly twoffifths
of its tofal exnenditure, Here, as is the case with all agricultural research,
the States' share was small (27%). The next important head of the Centre's
expenditure was fishing harbours and landing facilitiess, accounting foxr 29
percent of its total expenditure. The States' share of the expenditure on fi.
stiing harbours and landing facilities came to only half the combined expendi-

ture of the Central and State Governments.

Forestry

Forestry and protecticn of wild animzls and birds belonged originally to
the State List {Entries 19 & 20). They were subsequently transferred to the
Concurrent List (Entries 174 & 173). Nevertheless, the Centre's budgetary invol-
vement has been small {10%). The Centre's principal expenditure on forestry is
by way of assistance for ICAR. The States' share in forest research too had been

relatively small,



Community Develcopment

This is a head of account which encompasses a variety of developmenial
heads, the most important of which are minor irrigatiocn, village rozds, housing
and agriculture, in the order of i-vortance. In this fiecld, the OGentre's

expenditure, both direct and indirect, has been negligible.

By way of summing up, it can be seen that the Centre's involvement in
Agriculture and Allied fields is quite high though most of the heads of oxpen-
diture in this zroup belcong to the State List,; notwithstanding entry 33 in the
Concurrent List. If the role of the Central financial institutions also is
taken into account, the role of the States becomes secondary. among the major
heads on which the Centre has been spending distinctly more than the States is

agriculturce proper. The Centre's expenditure on food is nezr total.

Resezrch in agriculture though specificelly menticned as a State subject
in the constitution (Ehtry 24 of Iist II) has now virtually become a Central
subject and is concentrated in the ICAR. Centralisation aof research in any
area runs the grave risk of not only overlooking regionzal pricrities but also
neglecting regional and even subregional differences in cbjcctive conditionggj

This is particularly sc with respect te Agriculture and Allied subjects. Also,

the danger to frevedom of research is greater with centralisation,

It may also be rclevont to note that, of the budgetary eupenditure incurred
by the States on agriculture proper, a=s .nuch as 42 percent is financed out of
the Centre's scheme~wise transfers. The dependenbe of the States in this reganrd
appcars to have been on the increasc. This comes out clearly from the observa-
tions of thé National Commission on Agriculture. Tne Commission noted that the
Central and Cenirally sponsored Plan schemes which comprised only 8.8% of the
aggregate Plan of the Centre and the States on agriculture during the Second
Plan went pp to 11.4%percent during the Third Plan and 45.1 percent during the

Fourth Plan. The Central schemes accounted for 43.3 percont during the Fifth
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Cleaxly, the growing rule ci the Cebtral financial and other institutions
in the field of Agriculturc and llied Services which fall largely, if not
exclusively, within the State jurisdiczion, has to be reckoned with whatever
be the factors behind this devclopmen%?j Though agricultural leoans explicitly
belong to the State ﬁist (Entry 18) the Centre's indirect role through the
financial institutions is quite considerable both in agriculture and other
allied services., In the field of dairy development also, financial instituticns
cermitted more resocurces than the States did out of their own budgets. In

respect of fisheriecs, the Central financial institutions played an important

fole. The same is the case with area development.

Industry & Minerals

In terms of Entry 23 of the State List, regulation of mines and mineral
development is a State subject. DBowever,; mineral resources necessary for the
production of atomic energy, (Entry 6 of Union List), oil fields and mineral oil
regources,; petreoleum and petrcteum products, other liquide and substances declared
by Parliament by law to he dangerously inflammable (Entry 53) arc Central subjects.
Begides; Entry 54 in the Union List confers powers on the Centre for regulation
of mines and mineral development to the extent to which such Central regulation
apd development is declared by Parliaszient by law to be expedient in public i~
Sntaddeis © F-rest, Entry 55 of the same list makes regulation of labour and

safety in mines 'and oil fields also a Central responsibility.

Industry too comes under the State's purview under Entry 24 of the State
List. But subsequently,; the States' responsibility in this ficld was made subject
to Entries 7 and 52 of the Unicn List. Entry 7 covers industry declared by
Parliament by law to be necessary for the purpose of defence or for the prose-
cution of war. Entry 52, which nhas bcen resorted to extonsively, covers all
other industries, the control of which by the Centre is declared by Parliamer :

by law to be expedient in the public interest. Entry 23 of List III places.
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in the Concurrent jurisdiction trade and commerce in and the production, supply
and distribution of the products of amy incustry where the control of such
industry - " . is declared by Parliament by law to be expodient in

the publiec inverczt. The imported goods of the same kind also ©:i® within

the purviow of Entry 33. Backed /s the enabling privisions in the consti-
tution as also by these constitutional chenges,the Centre has taken a number
of legislative initiatives to extend its control over the various industries.
The singlc most dmportant legislation used by the Centre to make inrcads into
this State subject has beon the Industrics (Development & Regulation) Act
1951. The list of Industries included in the First schedrle ic the fct ie

industries to be brousght under the Central contrel in public interest, is ?Zfr
2

widening and now includea practically cvery eonceivable industrial product.

The constitutional changes and legislative initiatives fellowing therefron
have been fully reinfcrced by the budgetary operations of the Central Govern-
ment as many be scen from Table V. Today as noted already, the States accoung

~for only one~tenth of the total budgetary expoenditure on Industry and Minerals.
Of what is presented in the State budgets as their expenditure, more than one-
fifth lhas been financcd by the Central Govermment wnder their schames. The
Centre's involvement in mines and inerals was nearly completo as it accounted
for 97.5 percent of the combined budgetary expenditure. The Centre's
budgetary expenditure on large scalc industries, though not as high‘as that
of mines and minerals, accounted for nearly nine-~tenths. Its budgetary outge

to industrial financicl institutions was nearly seven—tenths of the total.

The Cenfro's'involvemcnt was however, not confined to large scale indu-
stries in respect of which an argument can possibly be advanced that the large
size of the investment requirements for lérge scale industriés makes it: boyvond
tne financial capacity of individual State Governments, or that much of the.

investment would call for large imports involving sizeable draft on foreign



15

zxchange or that they need to be kepl under supervision to check the growth
of monopolies,
invelvenent

Central iﬂ riovy . in village and small scalec indusiries also was

quite high as may be seen from the share of the Centxe in the total budgetary
which

expenditur. on village and smell s.olc industries/was nearly two-thirds. Wiaet
is more, the Centre's scheme-wise transfers firanced one-third of whal appears
in the States' budgets, as their cxpenditure., With regard to its massive
involvement in small scale industrics the Cernlre cannot claim much legal
support, constitutional or legislative, as special notificotions under practi-

cally all the measures mentioned carlier exclude the small scale industries

28
from their 0peratioﬁ31/

It needs being cmphasised that not only are not 211 the industwiaes,; which
the Centre has brought under the umbrella of its control and regulation, defence
oriented but also they are nct in the core or heavy investment sectors, Tﬁis
may be scen from the Centre's share in the cxpenditure on consumer industries
which accounted for 70 percent of the total. Of the agro-based consumer indu-
gtries, its share was even higher (76%). Its share ir the oxpenditure on planta~
tions too was quite high (71%). It was noted earlisr that the Centre's involve-

\
ment in the distribution of manure~ and fertilisers, major agricultural inputs
was considerable. In the production of fertilizers, =2lso;the States have pra-

ctically no rcle.

The virtual transformation of Industries and Minerals from a State subject
to a Central subject is fully reflected in the Centre's budgetary involvement.
The involvement of the Central financizl institutions in this field only
reinforces the hold of the Centre. As against a budgetary cxpenditure on large
and nedium scale industries of R.212 crores by all the States taken together,
the financial insﬁitutions lent Rs.1582 croreg. This figure excludes elactricity
generation and trensmission. _Even on small scale industries, the outge of the

39/

Central financial institutions amounted to Rs.501 crores as against the States'
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budgetary cxpuenditure of ds.30 croures,

Water and Power Development

Water supplies, irvigation and conels, drainage cnd cmbankments, wathe:
gtorage and water powoer are in th State Lise™ (Entry 17). This, howevor, is
subject to the provisions of Entry 56 of the Union List which deals with the
regulation and <development of inter-Steic rivers an? river valleys to the
extent to which such regulation and development unlder the centrzl contrel is
declared by Parliament by low to be coxpcdient in the public interest., Since
electricity finis =« place in the Concurrent List, on the Centre can claim to

have concurrent jurisdiction on water power 2lse.

Water Development

Apart from this constitutional position, one would neturally expcet large
Central expenditure on ovorheads like this with their lempiness of investment
requirements. Besides, many of the larger projects arc inter-State in chara-
cter. OSurprisingly, the Centre's Ludgetary involvemcat in this sector has
been rathor limited, especially in comparison with its involvements in Stete
subjects like agriculture and industry. In multi-purpose river velley projects,
fhe Centre has not beor: spending n.ocetically any moncy at all, ¢ither dirccily
or indirectly. The same was the case with regerd to jrrigetion, drainage and
floocd control. Its involvement in water devclopment scrvices has been slightly
higher, but its share has been only 2 1little more than cone=fifth of the total,

The Centre's share in the total expenliture on navigation was however high

(619%).

It ought to be added however that the Centre exercised substantial control
on water and power projects through the Central Water and Power Commission
whose clearance is required by law for all projects costing more than Rs.one

crore, a limit fixed in 1948 and not roviscd cver since.
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Povwer Develcpment

The share of the Centre in the total expenditure on power projects is
less than ona=fourtn. Its budgetary inveolvement in hydroeclectric sohemes hawe
beon only one=tenth. On thermoclc tric schemes, its ahare was higher, but
still is less than two=fifths. On transmiseicon and distribution of power,
its share was thc highest (45%). But, as may be expected in view of Entry 6,

of Union List, the Cenitre's expenditure on atomic cnergy was total.

Although the Centre's budgetary role was limited in this field its
involvement through the financial institutioos1 was quite sizeable. The cuigo
of the financinl institutions amounted to Rs, 1,239 crores on clectricity gencra-
tion and distribution as ageinst Rs.1,228 crores spent by the States through
their budgets. As against Rs.14 crores‘ spent by the States on rural electri-
fication (o.f.‘ which, Rs.2.15 crores wam the direct contribution t¢ their budgets
of the Rural Elcctrification Corporation), the financial iastitutions lent

fs.177 crores,
Trangport and Communications

This is a sector in which Constitution confers an cnormous resp-onsibility
on the Cenire. BRailways (Entry 22, mariiime shipping and navigation (Entry 25),
civil aviation (Entry 24) major ports (Entry 27) and Posts and Telegraphs
(Bntzy 31) are exclusively Central subjeccts. In addition, the Centre has
conourrent jurisdiction over perts other than major ports (Entry 31 of List IIT)
and shipping and navigation on inland waterways subject to the provisions" of |
Union List. Roads, Bridges, ferries and other means of communication, (not
specifiool in the Union List), Muinicipal transways, ropeways. inland waterwa}s
and traffic thercon and vehicles other than mechanically propellel ones ’
however, belong to State List. (The States' powers even in this ficld are

subject to entries in List ITT (Entry 32) and I (Entry 23 and 24).
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In view cof the varicus constitutional provisions, one weuld expcct a
major expenditure involvement of the Centre in this sector. This 1s procisely
the actual position. The Centre's commitments ..ccounted for more thon four-
fifths of the total cxpenliturc by the States and the Centre. In railwavs,
civil aviation, and posts and tclegrapiis, the Centrc's involvement was total,
The Centrc coniributed nine-fgnths of the totol oexponditure on ports, lisght
houscs and ships., The hczdz on which the Centre's expenditure was lower than
that of the States were Tourism (39%), roods and bricges (29%) and reade and
water transport scrviccs (15%). In rardian? woter tronsport scrvices, h. weven,
though the Centre's “ircet bulgetory involvement wos lower, it wns more thnn

z2/
compensate. by its involvement through the Centrol financial institutions.  ds
against fs.1471 crores spent by the Stutes on roal anl woater tronsport, the firon)

cial instituticns Jdand:fEHREh-amemes.

Conclusiont

One of the impurtant featurescof a federal constitution is the division of
pcwers an responsibilities between the Centre and the Stotes. Unier the
Constitution ef India, this “ivisivn, to begin with itself, was heavily weightef
in favour of the Centre. The serics of constiiuticnnl ocmendments and varioﬁs
legislative measures token'in public interestzétﬁz Central Govermment in the

course of years have, as notel above tilted the balonce further agoinst the

Statcs.

The abcve anzlysis of the budgetary invelvement of the Centre and the
States brings out that the Centre has made massive inrooads into State subjects
through the finoneial backdicor clsu. 4s a consequence, the separation botween §
State subjceets and Tentrel subjccts can be sail to have become less an less

clear and therefore blurred, . A major State subject like agricul turc heas
A
virtually been transformwed intgﬁconcurrent subjoct. As fur infustry, it hes

3%

become more or less Anion subject. This is all the more true if we take financi
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and other. institutions controlled by the Centre. Through these institutions,

the Centre's hold in the concerned fields has become even stronger.

At the same time, it is interesting to note that while the Centre's share
in expenditure on many of the subjr:ts in the State List is higher, with respec-
to several subjects in the Concurrent List (eg.education, forests, and electri-
city) it is relatively less. It ought also not be escape notice that quite
surprisingly, the Centre's budgetary involvement in dircctly productive activi-
tiesrin the State List is more than its involvement in social and economic
overhnads in the State List as e.g., social and community services, water
resources development, development of reoad and water ways. This is inspite of
the size of the fnds required for investmentsy in these sectors and their long

gestation periocds,

The basic point, however, is not that the Centre's inroads into State
subjects are uneven or irraticnal but they should have taken plzce and on
such a large scale. True, the studies given the immense financial constraints
under which they operate the States would not have been able to spend more
that what they actually spent on various services falling within their juris-
diction. But that is an argument‘not for the Centre's inroads in those services
tut for enianncing the States' access to additicnal resources in sufficient

meagure.



Table I

Pattern of expenditure of Centre and States

1978=79

Bhare of each service in the total
expenditure of

Servi
erVLCOs Centre States
A. General Services of which
a. Organs of state 0.5 0.9
b. Fuscal Services 4,0 3.6
c. Administrative Services 3.3 8.9
d. Pension and misc.general services 1.2 2.1
e. Defence Services 2044 —_—
Total of A 29.4 153%
B, Social and Community Services 8.8 333
C. Bconomic Services —— —
a. General Economic Services 4.4 4.8
b, Agriculture and Allied Services 9.8 14.5
¢, Industry and Minerals 18,2 2.5
d. Water and Power Development Fe? 23.1
e, Transport and Communications %7 6.3
f. Railways 171 —_—
g. Porhs and Telegraph 5e3 —_
Total of Transport & Communication®
(e=8) 26.1 B3
Total of Economic Services (a-g) 61,7 51.2
Grant Téual (&+P+C) 100.0 100.0

Notes and References

1. Expenditure on revenue and capital accounts as also loans and advances
on individual groups of scervices are included. But debt servicing
payments as also loans and grants which cannot be allooated by heads
are excluded. 4All figures of loans and advanceg are gross figures.

2. States includez the four Union territories with legislatures viz. Arunachals
Pradesh, Goa, Mizoram and Pondicherry.

3. Union Govermment include the remaining Unkon territories without legi-
slatures,

Sources  Govermnment of India, Combined Finance cnd Revenue Accounts of the
Union and State Governments in India (1978-79, Delhi, 1983).
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Table II

Expenditure of the Union and State Governments on major proups of services (1978-79)
A{In iaghs of Rupees)

Scheme-wise Share of sohbme~ AdjdghedcBxpmplifdreref Share in total adju

Services Union States  Total Central loans  wise Central > xpendit
and Grants to transfers in Union States ] Sl e s
Stotes states' expendi- (1+4) (2~4) Union State
' ture (4/%) (6/3) (1/3)
1 2 3 4 5 6 7 8 9
4. General
2. Organa of State 7429 11705 18534 30 0.30 7459 11075 40.2 59.8
t, Fiscal Servi?es 58612 44835 - 103447 - - 58612 40835 56,7 43.3
T. Administrative
Services 47319 112193 159512 1111 .00 48430 111082 30.4 69.6
d. Pensions and misce—
l1lancous general |
services 17229 26173 43402 14 0.05 17243 26159 39.7 60.3’
¢, Defcence Services 202074 - - 302074 - 0 202074 - 100.0 -
Total of 4 432663 194306 626969 1155 0,60 433818 193151 69.2 308
1. Social and Cenmunity
Services 86665 457047  B43712 43632 9.5 130297 413415 23.9 7641
'« Economic. Services .
o. Gemeral Economic : T .
Services 61608 63943 125551 3978 642 \

T

- v +
p



1 2 S B S g 5: & 6 7 .9
vter and Power development 43622 291245 334867 4277 1.5 47899 286968  14.3% 85.6
ranspozrt and Communications 45473 87486 132959 9628 1.0 55101 776858 41.4 58.6
1ilways 252808 - 252808 - 252808 - T00 -
yste and Telegranhs 76887 - 78887 - - 78887 - Q0 -
>tal of Transport and e ”
mmnications {e+f+g) 377168 87486 464654 9628 11.0 386796 77858 83%+20 16.7
sonomic Scrvices (a~g) 850415 701857 1552272 65741 9.4 916156 636116  59.0 44.0
and Total 1369743 1353210 2722953 110528 8.2 1480271 1242682 54 ¢4 45.6

celd

Figurcs under cols. 1~3 zxe given as they appear in the budgots of the Central and State Govermments.

Col=4 = Thaose loans and grants are given under Central Plan Schemes, Centrally sponsored Plan Schemes
Non=Statutory uchemes. 1iv excludes bleck graats, loans and tax ghares given to States by the Centre.

Col. 6 & 7 = —~ Central loens and grants in Col.4 are added to the Union expenditurc in Col.1, whereas

States' expenditure in Col.Z.

and Non Plan,

they are deducted from

Col. 8 & 9 — Share of tle cljusted expenditure of the Union and States in their combined expenditure given in Col.3.

Col.5 indicates the extent of Central financing (Col.4) of State's expenditurc ir each scctor (unadjusted shown in Ccl.2),

Sce also the notes to Takle T,
As for Tablc I,



Table IIT

Genersl Economic Services

Exponditure of the Union and State Governments by major heads
(In lakhs of Rupeces)

Scheme~wise
Central loans

Share of Scheme=- Ad justed Expenditure
wise Central tra- of

Share in total

ice i djusted c
Services Union States Total and Grants nafers in States! Union States :n;:s - exzini
to Stat it n at
oStatee opemditre (4/2) (1) ) (63) (1)
1 2 3 4 5 6 7 8 9
Secrctariat-Economic
Services 1799 1713 3572 179 10.1 1978 1594 5544 44 €
0Of which
(i¥ Planning Commie- -
agion/Boarc: 250 174 424 - - 250 174 59.0 41.0
(ii) Becrécariat 1504 1485 2989 - - 1504 1485 50.3 497
Foreign Trade & Export ‘
Promotion 42037 26 42063 500 - 42537 474 101.1 -
Co=operation 9121 40038 49209 1988 5.0 11109 38100 22,6 7744
d. Special & Backward
areas 1891 15147 17038 1057 7.0 2948 14090 17.3 82.7
e. Other General Economic
Services 2243 6689 8933 254 - 3.8 2497 6435 27.9 72.1
f. Investments in/Loans
to general financial and
triding iingtidatisnsions1232 220 1452 - - 1232 220 84.8 15.2
: TInvestments in/Loans to
International financial :
Institutions 3284 - 3284 - - 3284 - 1000 -
Total 61608 63943 125551 3978 6.2 65586 52,2 47.8

Notes and Referencess Sec Table I and II,



TR Ts TT
Agriculture and Allied Services

cxperditure, by heads, of the Union and State Governments

T T T T T Scheme-wise  Share of Scheme-  Adjusted Expenditure  Share in total
Union States Total Central loans wise Central tra- of adjusted expen-
140) @and Grants nsfers in States' Yuion = T S{ates ... diture
(142) to States expenditure(4/2) (?12? (234§ nio States
- ‘(6733 (7/3)

e etm e v o b g e ot ,.(.1.)@ S .,(..2.‘).. T E) . ( 4_5, e ,,(.5“)- e - ""'""'(‘6')"' - ,(7)“ ('{3') ...._TE;..),._
r Heads: _

griculture 370095 50808 87813 21528 42.4 58533 -+ 29280 66.6 33.4
inor Irrigation C . |

il & Water Conser- ‘ :

ol vation 1512 56934 58446 8389 14.7 9901 48545 16.9 83.1
rea Development

ood 58865 58234 64699 3281 5.8 62146 2553 96.1 3.9
nimral huspbandry 1258 14907 16165 1398 9.4 2656 13509 16.4 83.6
‘airy development 3750 17160 20610 110 0.6 3860 17050 18.5 81.95
‘isheries 2045 3621 5666 599 16.5 2644 3022 46.7 53.3
‘orests 1260 25019 26279 1278 5.1 2538 323741 9.7 80.3
‘omunity development 137 33426 35573 1908 5.4 20_45 33528 5‘. 7 94,3
nvestments in agri-

ultural financial

nstitutions 1446 8500 9946 - - 1446 8500 14.5 8%.5
‘otal {a to k) 107278 218219 325497 38491 17.6 145769 179728 . 44.8 55.2
v Heads: .

lanures & Fertilizers 10142 6871 17013 N.A. - 10142 6871 5¢.6 40.4

jeultural Research
?gZIUding ICAR 5148 870 6018 - - 5148 870 85.5 14.5



-

Ay e — L et . P

3. Schemes for small
£armers, marginal
armars & ingril.
labourers 8320
. Minor irrigation 756
. Soil and iater Con-
servation 306
6. Area development 449
7. Food subsidies 57220
8. Cattle, Sheep &
Wool development 252
9, Dairy develbpment 2127
10. Total research on

agriculture and
allied services 6796

Notes and References: See Table I and II.
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Table IV (Continuationj

@ @) (6) RO

755 . 9075 - - 8320 755 91.7 8.3
28681 29437 208 0.8 984 28453 3.3 96.7
8287 8593 1201 14.5 1507 7086 17.5 82.5
13,563 14012 7924 58,4 8373 5639 59.8 4p.2
829 58049 - - 57220 829 98.6 1.4
5050 5302 1398 27,7 1650 3652 31.1 68.9
2139 4266 a3 1.5 2160 2106 50,6 49.4
1328 8124 - - 6795 1328 83.7 16.3

- i 3 MR ey wtEen Werdidy we o W - B v ARt NS e ws WSS e
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. - e e e e e S'C-hle.m .e'—'v-w.iré'er ..
Union States Tctal Central loans wise Central tra
and Grants nsfers in States
to States expenditure (4/2
(1, {2, () (4) (5)
ajor Heaas: o
. Large & iecium
Industries 130773 22507 153375 4763 21.1
. Mines & lMinerals 114615 3523 118138 - -
. Village & Small
scale Industries 11864 13540 25490 4604 33.9
Financial institutions 3252 - 1448 4700 - -
Total {a -~ dy 2560739  409G.. 301783 9367 22,9
-inor Heacs:
‘. Consumer incustries 7
of which 20802 87 1€ 2¢548 - -
.. gro besed Consumer
industries 15531 513€E 21689 - -
. Fertilizers 464¢7 300 46757 - .
. Plantations 1033 433 1466 - .
lotes and ..eferencezs: bee Table I 3 II.

|
TERTE »
Incustzy and Finersls

FmemiE ma -

. .
v Union

I (144)
EORS

135541
114815

16498
3252
270105

- e =

Dy _heads, of the.Union and State .Goy.qr;rlm_ép.f.&

R T R

~hare of bcheme- .djustad Zxpendi-
-~ ture of

R el T

L

Statgs
(2-4;

17834
3323

8692
1448
31567

8746

5158

300

433

R L e L

ohare in to
usted expenditure

Union

_(6/3)
. (.8:)._.: e

88.4

. 97,2

4.7
6.2
8¢.5

70,4

76.2

99.4

70.5

States
(7/3)

11.6
2.8

35.3
30.8
10,5

23.8

0.6

29.5

P mia e km m w—wem e W e S A

L LT,

tal adj-
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TabTe V1

¥later and Fower Development

Fwenciture, by Heads,.
U R R AN SRt
Union Utetes Total Central loans
(142) and Grants
Y to States
_ ) (é?." (3y ,,W_mm-(£T.“...,
lfajor Heads:
a. water & Power cdevelon-
rent services 3034 5591 9125 150
D. Hultipurpose river
projects - 5227 35227 389
¢. Irrication, Navigation
drainage & Tloge €O~ 4471 126015 127685 2337
d. Power projects 38617 12477 16282¢ 1401
Total (a2 - d) 430622 201245 134867 4277
¥inor Heads:
1. i ower projects and
Develovrient sexvicas 41029 1253581 166350 1401
2. Hyvcro Zlectric
Schowes 5065 43110 48175 -
3. Thermo Zlectric
Schemes 1057¢ 17720 28208 -
¢. Transpission & ‘
Di stribution 13540 16836 30776 -

of the Union and State Governments

chare of Schema- -ndJustea hxpend1-

R e b T R T e T - A s

ughare in total adJ-

vsted expenditure

wise Central tra-- ture of
nsfers in bStates' 7 :
. . . /oy Union States
prendlﬁure(»/2) (144) (2ma)
(5) (e (1
2.7 3584 5441
1.1 389 34838
1.¢ 3808 123878
1.1 40018 122811
1.5 4789¢ 286968
1.1 42430 123960
- 5085 43110
10¢7¢ 17229
£ 13940 16836

e

Unlon States
(6/3) (7/3)
(&) (o)
40.4 5¢.6

1.1 28.9
3.0 e7.0
23.7 76.3
14.3 85.6
25,5 74.5
10.9 89.5
38.9 61.1
45,3 54,7



(1) (2)

v m M oE R eyl TR TN W e rvw AT A L B W oF o fr W iim e

3. nural £lectrification

&. liater developrant services

7., Irrication

B. Navigation

¢. Drainage

0. Floog Conirol

[ el s et B I

Notes and heferences:

23 1376

1123 4164

157 105067
£19 546

420 3185
39 17433

)
1369
5287

105234

1391

3605
17472

- e et e s b
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Table VI {(Continuation)

(4)

B A e B WY e i e e

- -
- -
- -
- -
- -

(5)

ey e

i

e -

23
1123
167
843

420
39

et r e weE e mm———

. -

1376
4164
105067
346

3185
17433

(n

(89

TET = 8 ety B E B TR S rrE AT B T R e e Y e

1.6 G8.4
21.2 78.8
0.2 9.8
60,7 29.2

1.7 88.3
g.2 0G.8

. AT B E dmem e 4 et N W e S rp—



a. Ports; Licht Hous2s & Thips
L. Civil Jwiation
c¢. Doacs & Zridges
d. =Zoeds & iater Transsort
Services
¢. Tourism
f. Cther Trensport & Zonmwuni-
cetions
\
~otal (a ty £
g. neilways
n. Fosts & Tclegranhs

Total Transport &
Communications

Notes ani

Peferencesg; ooe
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Table VII
Transport and Communications

Zxpenditure, by Heeds, of the Union and State Government

P —— s m . B % e wo e e m e o= om an - fm sm = 4 » 4 % oa miaemea F = 4 e s hce om o imw rerie a8 = e - ———

Scbemu—wlse Share of Scheme ~tiusted Zxpencdi- Share in ubtal
Union ftates Total Cenptral wilse Central tra- diture of adiusted cxpen-
(1+2) loans and nsfers in States'’ d ture '
Grants to expenditure(4/2) TRy e e R ThTmm T
States Union btates Unlon Stat
(1+2) (2~ 4) (6/3) (7/3)
'(ﬁ)" ,réjm (jy"_. 'Tﬁﬁpﬂl'v"'""(5)'-'-""'”:(6y'" (8) ”.,-195 R
21€15% 2270 2441035 - - 21016 2270 0.6 ©.4
20661 o8 277% ¢15 - 35886 817 129.4 2.4
15562 09368 5051 8619 12.4 213072 6074C 28.6 7.4
1QEH 141140 15126 79 L6 2065 140861 12.8 87.2
ce1 1563 2544 10 0.8 a1 1553 35.0 61.0
2275 47 2273 5 10.6 2231 42 98,2 1.8
2Ha73 874886 122959 o628 11.0 25101 77858 41.4 58.6
25280¢ ~ 252808 - - 252808 - 160 -
708687 - 78887 - - 78887 - 100 -
377158 £74886 4564554 9628 11.C 2856706 7785 83.2 16.7

Tewle I & II.



Role o t.e Unlon znd atote Govornmenus and Lentrdl

30

Table VIII

tgencles 1n aelecteo Fl“lCS

( In lakhs of lupees)

Hesd ‘Ghéoh. ------ QféLes. h
Housing 1081G 13552
Co~operativas o 1110% 38100
fgriculture & allied Services .o 145767 170728
Dairy Developrient 2160 2105
Fisheries 2644 3022
Minor Irrigation c84 284353
.rec Development 8373 5634
Forestry 2035 23741
tmall scale Indusiries 156168 £2¢2
Large scsle Industries &

i‘inerals 2502356 21127
clectricity Gsneration &
Transmissicon of which 40018 122811
Aural Zlecirification 23 13756
ltoad & .ater transport 2065 14051
Notest
1. Data for Union. and bStetes are the same zs in Tabl

Linancing

Y

Central financ--
ing agencies

22002

154551
2556619
8027
2458
23486
2191
100
30113

158241

133940
17715
20305

IT ~ VII

2. Only the ma’or central financinc agencies are covered and
therefore the ficures under col, 3 understate the tole of

these agencies -- Part of their financing is done through
state budgets and part of this through state level arencies,
Balance is lent directlv.

A4

23, &£ includes P...I. loans (gross) of both short,medium anc long

term duration. Some fi

gures particularly of E.Z

credit

are included undsr both agriculture and co-oneration,

Source: {1, Report on currency and finance, Reserve Bank of India
(1978~79 and 1$7S~80)

(2) Statistical Tables relating to Banks in India( 1978 & 1$7¢)

(3} .innual renorts of L
Dairy corporation =

tc.

.I.C., HUDCO, ARDC, IDEI,

Indian



Footnotes

1/ The Constitution, under Article 246, has demarcated fields of jurisdiction
separately for both the Unicn and the states., Fields are created by enu-
meration of topics in three lists given in the Scventh Schedulz. The
Union List (Zist I) to the Constitution, contains 97 entries. State List
(List II) now comprises of 61 entrics. (Originzlly, it comprised of 66
entric., of which somc werc ti nsferred to cther lists subsequcntly). In
addition, there nre 47 entries in the Concurrent List (List III) in zespect
of which both the Union and the States are ompetent to legislate. dny
other metter not enumerated in List II or List IIT comes under the resi-
duary powers of the Onion in terms of Entry 97 of List I. The thres fields
are arranged heirarchicolly, the Union ficld kas precedence over the concu-—
rrent and State ficlds. The concurrcnt field in turn will override the
State field. Under Article 252 & 253, the Union has powers to lcgrislate
in State fields uncer certain circumstonces for ceriain purposes. For
details see Sebastian V.D., 'Indian Federalism', lcademy of Legal Publica-
tiens, Trivandrum 1980,

2/ The major cxception is the Repert of the Study Team on Centre Stute Rela-
ticnships appointed by the Administrative Reforms Commission, Vol,.IXI (1968).
The B8tudy Team was chafred by late Shri M.Betmbaddad tha. mbdid) praciat. Iits
coverage showever dias not been very comprehensive, Moreover, many changes
have taken placc gince the submission of #fhe Report in 1967.

3/ The massive direct involvement is made possible by the enormous fiscal
resources left with the Centre, disproportionate to its needs of expenditure
in its exclusive fields. Of the total budgetary resources of the two
levels of pmovernment, more than two-thirds first accrue to the Centre,
Central fiscal transfers ¢ the Stotes account omly for iess than one-third
of its totel resources. Even after all the resource transfers jthe Centre
has g§ ils disposal about gdpgl the combined budgetary resources of the
States and the Centre., See George K.K. and Gulati, I.S., Centre~State
Resource Transfers, 1951-84, Wprking Paper. Noc220, Centre for Tevelopment
Studies, 1985.

4, TFor detsils regarding the growi : importance of th. schemes, sce Ibid.

5. Tor the relevance of including these institutions in o study of Centre-State
financial relationships, see Gulati, I,S, ancd Goorge, K.K., "Inter~State
Redistribution through Institutional Finance®; Economic anc Political Weekly,
Bombay, Special Mumber, luzust 1978, also Georse, K. K., "Centre~State
Financial TFlows and Intcr-State Disparities in India', University of
Cochin, Cochin (mimeo) 1982,

§/ Budgetary expenditures are on two accounts; viz., Revernue cnd Capital
accounts, Capital disburscments in turn are of two types, i.e. cne spent
directly (capital outlay) and the other spent indirectly by extending loans
and advonces. Cur analysis excludes from the figures for budgetary expendi-
ture; the block loans, ggmaml.and tax sharing (the lctter in the case of the
Centre) which cannct be allocated among specified heads of expenditure,
States' cxpenditure inciudes oxpenditure of the four Union Territories with
legislatures.

1/ For break-up, sec Table II,
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The mzjor heads of expenditure included are (a) Flucation, (b) Art and
Culture, (c) Scientific Services and Rosearch, (d) Mediceal, (e) Family
Welfare, (f) Public Health and Sanitation, (&) Hcusing (h) Urban Develop=
ment (i} Infcmmation and Publicity (3) 3roadcasting (k) Labour and
Enplcyment (1) Sociel Security and Welfare and (m) Relief for Natural
Czalomities.

0f the totel exponditure of the Centre, revenue cxpenditure accounts for
69 per- -t and capital expend’ wre for 31 percen .

Of the total capital disbursements, 57 percent was by way of Capital Qutlay
and the balance by way of Loans an’ Ldvances. The letter {gross figures
are used by no in this paper) forms 13 percent of the tetal cxpenditure of
the Centre. In other werds, pept of the budgetary involvement of the Centrd
too was by way cof loans. For the difficulties and probloms in clubbing
the budgetary operations of the Governments with the operations of the
financial institutions, See Gulati I.S. and Ceorge K.K., op.cit.

Government of India, Combined Finance ond Revenue fdccounts of the Union and
State Geovermments in Inliz for the fear 1978-79, Delhi, 1983

The increasing role of institutlicns 1ike the ¥W.C.D.C. has been cormented
upon by the AdC Study Tecam as follews: “the rolc of autoncmous central
organizations in State subjects created or largely finarced by a ministry
must nct be allcwed to exceed that of the ministry. The possibility of

the use of such organisations for a massive encroachment on State subjects
cannot bo discounted. The Naticnal Co--operative Development Corporation
and the Central Social Welfare Board provide ready examples., Unless resgtrals
nts are placed on these, similar to thoee recommended for the ministrics,
the latter may tend to circunvent these by creating autonomous crganisations
and charnelising funlc throusti them.® See Govt. of India, hGdministrative
Reforms Commissiorn, Study Group on Centre Stote Financial Relationships,
Vol.I.,; Covernment of India, Psini, 1968, p.163. ilso Vol.III, p.41-72.

The institutions included are (1) R.3.1. (2 L.I.C. (3) LRDC and (4)
Commercial Banks.,

hs can hc seen from the footne* 3 to Table VIII, "o azspects of this
figure ..ove te be borne it mina, Tlictly, the fismares are of gross loans
of short, médium, and long term naturc. BSecondly there is Lélviincol of
some overlap between Co=operation and dgriculfure and Allied Services.

This head covers hill areas, Norinh BEastern {reas, Lacdakh and Dang District
(Gujarat).

Covers largely institutions like tho State Trading Corpuration and the
Minerals and Metals Trading Corporation,

The institutions likg the State Troding Corporation and the Minerals and
Metals Trading Corporation.

Entry 33, wnich is quoted very freduently in the ensuing discussieon in the
text reads =z followss M"Irade and Commerce in, an’ the preduction, supply
and distribution of=-
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(a) the products of any industry where the contreol of such incustry by
the Union is declared by Parliament by law to be expedient in the public
interest (and imported goods of the same kind as such pr oTucts).

(b) food stuffs, including edible oil secds and oils

(c) Cattle fodder, including o¢il cakes and other concentrates
(d) raw cotton, whether ginns. or unginned, and cotton seed and
(e) raw jute.

According to the ARC Study CGroup, the Centre is giving a wider interpre-
tation to its concurrent jurisdiction., "According to the Constitution,
the Centre has overriding legislative power in regard to concurrent
subjects but until it exercise this legislative power, the subject has
to be treated as a State subject. This constitutional position itselfl
gives the clue to the approach thet the Centre.should generally have in
relation to such subjeets., The Centre showid try to confine itself to
laying down laws, rules and lines of guidance but should entrust the
substantive activity in the field itself to the States cxcept where
urgent practical considerations warrant otherwise." See ARC Report, Vol.I,
Pei16d.

fAccording to Entry 33, Trade and gommerce in and the production, supply
and distribution of = wide variety of comestically procuced or imported
preducts of industry and agriculture including food stuffs and raw materie-
ls are subject to concurrent jurisdiction. The articles included under
agriculture viz., food stuffs, edible oil seeds & oils, cattle fodder, oil
cakes and other concentrates, raw cotton and raw jute, form much of the
largest part of agricvltural produce. If the word ‘'procduction' cccuring
in this entry has to be given a wider import, agriculture for the most
part must be deemed to hage become a concurrent subject. In that case
cibalamendment of this cntry has introduce? an elcment ‘s pocdfustomitmldhat
dhtey Hfuntlost I1 rebstied tesanpiodibteronindpdiinesriliculitnoal edbdd~
tion and research has nct been auenled, Sce ARC Repurt, Ibid,

The institutions are Commerci~l Banks and ARIC.

Credit cxtended by the Commercial banks and LRDC for land development are
ineluded in this figure.

Reserve Bank of India, Statistical Tables Relating to Banks in India,
(1979) Bombay

Contralisation of research with the Union Govt. is almost total if we
take the relative expcnditure of the Union on the head "Scientific
Services and Research” coming under the sub-group "Social and Community
Sorvices", The share of Centre on expenditure under this head ccmes to

- 99.8 percent,

Government of India, Ministry .of fgriculture and Irrigation Report of the
National Commission on Agriculture", Part II, New Delhi 1976, p.104.

One cf the factors for this proliferation of Central institutions in State
subjects and the increasing saale of their operations is the <desire of the
union ministries to retain the contrel on these subjects. This advantage
fcr the Centre was noted by the National Commission on Agriculture" Central
‘issistance and participation.in the develepuent corporations and autoncmous
‘dies Bave a nunber of advantages. Firstly, it makes it possible to
nark resources for the programmes covered by a particular autonomous
cr organization, obviatirs the procedursl hurdles which become uwnavoi-
when funds for the Central or Centrally sponsored sbhemes are routed
ugh the State Gevermments - Ibid p.115.
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The list now includes items like cutlery, electric iron, beaters, razor
blades and hurricene lanterns. It is worth recalling that these items
are brought under Central countrol in terms of Zntry 52 of Union List as
thethr s inclusion in the list has been "declared’™ by Parliament by law
to be expedient in the public interest.”

See AKC Repori op.cit., Vel. 111, p.1

I.n.8.1., , 1.C,1.C.I., I.7...TI., T.3.C.T., L.T.C., U.T.I, and Commercial
Banke are the institutions covered here.

Ccrunercial Banks and I.D.B.TI.
L.I.C., Commercial Banks, H.E.C. and the Development Banks,
Commexrcial Baniks and ITBI.

This was because, the scheme of division of powers in the Constitution
of Indie was almost the same as in the Govermment of Indin Act,1935.
For comparison. of these schemes of division, see Sgbesttiibary, op.cit.

t may not be possible to exclude the institutions 1i Commercial banks
from State fields. BPut atv least jthe prollferatlon_épemallsed organisa=
tions initiated by the Tnion Mlnlsters to deal largely with State subjectt
(e.ge N.C.D.C.) can be avoided. Also, there is scope for restructuring
their functions, as noted by the ARC Study Team (see Reports Vol.I and
III) Besides, in the formulation and implemenlation of the schemes in
State subjects by these organisations; it should be possible to associate
the State govermments in some tangible mannerg

In the total revemiz expenditure on education, the Centre's share was onb
less than one-~tanth,
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