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PREFACE

The classification of the budget of state government into economic
and purpose categories is done as a part of the system of Regional Accounts
as recommended by the Regional Accounts Committee set up by the Govern-

ment of India in its 'Final report on preparation of Regional Accounts'.

The budget presented to the Legislature and passed by it, does

not bring out the economic significance of the budgetory transactions of
. the government except details in receipts and expenditure and other depart-
mental financial transactions for a specific period. This report on "Economic
and purpose classification of Kerala Government Budget" is an attempt to
recast the State Government budget into meaningful economic categories.
Two classification schemes viz. economic classification and purpose classifica-

tion are presented in this report.

The economic classification shows Government expenditure and
receipts by economic cateqories and this enables to understand the general
effects of the Government transactions in the economy. The purpcse classifi-
cation deals with the classification of Gavernment expenditure by purpose
or functional categories. The economic classification and purpose classifica-
tion are integrated to form "Economic cum purpose classification" which
indicates how expenditure in a particular purpose is distributed among differ-
ent purposes or types of services provided. The classification presented
in this report relates to the years 1985-86 and 1986-87.

I hope that this report will be useful to all those who are engaged
or interested in the study of the budgetory transactions of the State govern-

ment. Suggestions for improvement are solicited. .

This report is prepared by Smt. Catherine Jacob, Research Officer
under the supervision of Smt. K. Radhamma, Assistant Director with the
assistance of Sri. G. Subbayyan, Research Assistant and Smt. R. Madhuram,
U.D.Compiler.

Trivandrum, : P.L.Sreedevi Amma
© 20--6--1989. , DIRECTOR
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1. Iniroduction

Budget, the most. important. financial document of government, .
an annual government financial plan,: reveals the government poli‘c'i.es and
programmes. The budget presented to the legislature is primarly desngned
“for facnhtatmg the authorisation of expenditure and revenue proposals. The
budget passed by the legislature gives us information about the receipts
and .éXpenditure and other financial transactions: of government for current
financial y'ear'and the preceeding two years and it secures accountability
for ‘a-‘ny act of spending by the various departments and also ensures control
by the legislature. '

But it does not bring about the economic and social significance
of the BUdg'etary transactions of the government, it reveals only financial
transactions. The information contained in the budget documents are too

g detailed and scattered and not necessarily based on distinction
" and groupings .required for understanding the .economic significance system
of various items of revenue and expenditure. For instance, from the study
of budget documents as they are,’ it is not possible to get a clear idea of
capital formation out of the budgetary resources, savings of government,
draft made by the government on various resources of the economy and
governments contribution to the generation of State Income. As such each
transactions ln the budget docurnent is sorted out reclassified and regrouped

into meanmgful economic categones ie. into three accounts viz.

' Account I - Income and outlay account of administrative departments,
_ Account II - Production account of departmental commercial undertakings.

Account III -'Capital finance account of state government. .

Government transactions -are meaningful only interms of the above
items in order to asses the striking action of the government on the economy
for purposes of formulations of correct monétary and fiscal policies): Hence

 the necessity of economic classification of the state government budget

arises.

-

The purpose classification deals with the classification of the

government expenditure according to different types of services. Provided

[
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directly or financed by the state government thruegn current and Capiie
grants or loans. The economic classaflcatlon and purpose classification are
integrated as economic cum purpose clasﬁslflcatmn tc show how Lhe expeidi-
ture of a particular purpose is distributed among the ecornomic categoneq
and how the expenditure in -a particular, £conomic cateqory Is distributed

among different purposes OF types of services provided by the government.

; . The econumic and purpose classifiction of state government 'bﬁdgel
- as part fof the system of regional accounts is prepapred on the basis ofithe
recon')mendatmns of the regional accounts committes set up by Government

of Ind‘efnd adopted- for ‘the National Accounts Committee.
i .x’

The economic and purpose classification of the government lct)udlget-
ary transection is useful in the formulation of fiscal and economic pnlicies.
Hence this has got much recogmtton in recent years pecause of its value
as means of providing in a condensed form 8 meaningful and informative
- picture of government expenditure. Economic and purpose class;flcatmn
. of transaction provides macro economic dala and is useful mostly at the
- policy formulation level and enables the decision makers to review the broad
terms the pattern of resources atlocation and it impact on the rest of

economy.

The budgetary transaction of the Kerala government, for the years
1985-86 .and 1986-87 is classified into economic and purpo:se categorles in
the f_ollowing pages. . T

-

2. Economic classification of State Government budgetary transactionss

The economic classification presented here is based on the delinea-

" tion of government transaction in a set of three accounts.

_ﬁ_vccount [ - Income and outlay account of administrative departments:-

This account deals with current revenue and expenditure of govern-
ment administrative departments. All departments other than those listed
under Account Il in the section are considered as qdministrative for the
purpose of economic classification. The current expenditure of the admini-

strative departments consists of final, outlays of the government of current
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account which represents governments current' consumptions. The final
outlays are made up of purchase of goods and services and payment of wages
and salaries and capital formation:” " Besides final outlays’ government makes
transfer payments ie. interest, grants, subsidies, scholarships etc. to the
rest of the economy which are added indirectly to the 'disposablé income

" of - the community. To meet these current “expenditure, the. government

‘appropriates a part- of the lncome of community through.a variety of taxes,

fees and miscellaneous receipts etc. accruing in the course of administration.
In addition, government have an investment income from property and entre-
preneurship and also receive grants, contribution and recoveries from the
union government and the rest of the eccnomy. The excess of current

receipts over current ‘expenditure denotes the savings of the government
administration available for domestic capital formation. Some of the items

included in this account are explained as ‘under. -

A. REVENUE

i. Income from property and entrepreneufship
,:‘.- - I Ri; 'a

This flow records the income receivable by the State government

from departmental commermal undertakings as well as the net rent and

. dividends accruing to it from the ownership of buildings or financial assets.

chL T e

ii. Interest

t .

., Interest recewed may be from households local bodies and from
non departmental commercial undertaklngs. The interest received from
departmental commercial undertaklngs appears as a payment item in Account

II - Production Accounts “of athe 'gepartmental ‘commercial undertakings.

“ This - item in therefore deducted from both -interest received and interest

iii. Direct taxes o e

S

Direct taxes include two components viz. direct taxes on income
and other direct taxes. The following are the itéms fincluded: under direct

taxes.
¥ LI z .
1. Taxes on income other than corporatson tax

2. Other taxes on'income and-eéxpenditure

[ R
] b



3. Land revenue
4. Estate duty
5. Taxes on immovable property other . than zgricgltural  tand

'iv.. Indirect taxes

Indirect taxes agre defined as taxes ascessed o produces  thal

are chargable to the cost of gouds wid services produced or sold.  They
include

1. Sfamps and registration fees

2. Union and state excise

3. Gales tax

v
’

Texes on vehicles

Entertainment tax

\n
«

Taxes on goods and passengers

[0 5%

*

. Taxes and duties on electricity

Fees realised under factories Act, fees for stamping weights

kO’.'J*-.-J

End measures etc. i

Ve Misce!laneous receipts

These receipts are in the nature of fees, fines and forfeitures
etc.,
vi. Revemus grants, contributions etc.

Grants from Government. of India have been divided intc two
parts; Revenue grants and capltal grants. Revenue grants have been included

under this account.
vii. Subscription and contribution of pension

Subscription and contribution of pensicn on the revenue side was
so for classified as goods and services. In the new series this item has been
classified as wages and salaries (pensions) and is netted from the wages

and salaries (pensions) on the expenditure side.

B. EXPENDITURE

i.- Compensation of employees

This item comprises of remuneration to gereral government em-

ployees such as pay of officers, pay of establishment and allowances and
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honorarium other than travelling and daily allowances, Wages paid to casual
labourers have also been taken as wages and salaries. Also included are
pension payments to government employees of administrative departments
Subscription and contribution of pension from receipt side is netted from

wages and salaries on the expenditure side.

ii. Commodities and services

Tﬁis item includes all expenditure under contingency such as office
supplies rent rates and taxes fuel and light printings and stationery, travell-
ing expenses, telephone and telegraphic charges and other items for current
operations less sales by general government of goods and services to enter-
prises and households. Al expenditure on current repairs and maintenance

is included here.

iii. Interest

Interest comprises interest on public debt and other obligations
other than that on commercial debt which -should be included in Account;

- producuon account of departmental commercial undertakings.

"~ iv.  Subsidies

Subsidies include all grants on current accounts which private
industries receive from government. There may take the form of direct
payments to producers or differentials between the buyir{g and selling prices
of government trading organisations. Thus subsidies are transfers which
in the light of the basis of making the grants, are additions to the income
of the producers from current production. The grants may for example
be based on the amount of value of commodities produced, exported or
consumed, the labour or land employed in produétion, or the manner in which
production is organised and cérried on. The value of the coupons made avail-
able by government agencies to specific groups of the population to enable
them to obtain goods at prices lower than the current market prices are
classified as current fransfers to households. Under certain circumstances
subsidies include the grants made by government to public corporation as
compensation for losses ie. negetive operating surplus and in connection
~with the losses of departmental commercial undertakings. This will be the

case when the loss is clearly the consequence of the policy of the government
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to maintain prices at g level at which the proceed. . i fraBlic inGuaic,
will not cover the eurrent costs of production rebzte on salr of handinom
cloth, loss on the sale of fertilizers, imrpaved seeds. resticides and agricul.
tural impliments, loss suffered by the Co-operative sacietics elr, sre o
be treated gs subsidies, In the case of irrigation, the lous by the deparimenisl

undertaking is treated 4o subsidy.

¥. current transfers

Current transfers  include grants to tocal bedies, to the rest of
the world or te other sectors, like grants 0 aided scheol, schol‘%«:rships and

stipends and welfare of the weaker sections of the':aociet;u

vi. Savings on rurrent account

The bzlancing item on the current secount of governmient admin-
stration represents the savings of this sevior, ie. surplus of current receipts

over current expenditure.

Account 11 - Producticn account of deparimental cormmercial undert akirigss

The departmental commercial  undertakings ‘government trading
ente.rprises in the U.N, reports: may Lriefly be defined as agencies produring
gacds and services that are hot provided free of charge. The essential chara-
cteristics di_it‘inguishing there departments from ‘government  administrative
department's?'gfe that. ‘they charge what they provide according to use sngd
are thus able to meet most of their costs fram theip sale proceeds. Other
related characteristice are as follows:- (1) departments commercial under-
tzkings are subject to market forces ie. demand and supply .('2) the activities
of Such undertakings are subordinate tg iegisiative'Ccn%_.r:t‘)%fu‘é:nd are  gwned,
ruin and managed by the government (3) the intention to'”:r-f:ake profit s not
the essential characteristics and the activities of an undertaking may . be
carvied on deliberatly at a loss; (4) commercial accounting methads have
to he used to- determine the profit and loss; (5) the cperatiorﬂ_ of commercial
undertakings usually involves the use of expensive capital{ equipment and
the holding of stocks which may be‘subjec_t to Iarge flucruat_ions and the
orovisions for depreciation may therefore b_e a significant element in {he
total cost of the operations and (6) to maintain their operations, commercial

undertakings must both give and receive commercial credit,
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It is 'éqmgt'imes c!if_!‘ic‘}flt m prqrtlre 1o decide whether a certain . -
government depar'mtmen't 'éhouldn'he trested as an enterprise or as a part of
QOV'ernnlef1t administration.  This s becanse some charges made’ by govern- .
ment dr,pdrtments revemb'e sales by departmental .commercial- undertakmgs.
In the state go»ernment there- are some departments which may be treated
an axctlldry agencies. . They may br_ def;ned .@s bodies which are separately
orgamsed to supply gocuds and serwces for the use of other departments
of the govomment but whu:h do not d'rectly provide services to the public.
They may ‘be sib- divided mto agenc:es such as public werks department
which are not run on commerma! basxs, purchasmg agencies organised far.
the purchass of dlstnbutlon of off:ce supplies and the departments providing:
professional services, They exist primarily to supply goods and serwces
to government agencies. They may alsg have some-sales to cutside agenc:es
which are typically lnmdenral to its function of _Sserving to.government bodies.

" For purpose of accountmg aI! such depaatments have to be taken under
government administration because good and . services of such departments
are not sold on r_ommermsl bas s, lkew1°e, some  government, departments
may &lso engage in lendmg Fol mample, Agriculture department may make/
give loans to farmers which is also incidental to its main function of serving

the government and thus cannct be grouped with financial enterprises,

Independent statutory corporations and Hoards set up by the state government_‘
are excluded from ‘the purview of thig’ commerc:a[ undertakmgs included
in this accounts. In this case of Kerala the following head of account are

to be classified as dea'tmentaf commermal undertakmgs. |

LB

L Irngatmn ‘_
2. Road and water transport schemes
3. V.Forests

4. Milk supply schemes e e .
5. Printing pré)s",ses'E - o '
6. F’orts and ptolotage

r T

'The expenditure side’ of the departmenta. commercnal undertakmgsv
spelis out :the current expenditureintc’ wages and salaries, goods “and qerwces

interest, r‘onnumpmn of fixed capital ‘and projects.  The loss in irrigation -
2 . .
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is treated as subsidy and is kriown as negetive expendiiure or: the expenditure
side of the account. On the revenue side the sale proceeds are given.

Account i - Capita! finance account of the State government:

This account is concerned with the total capital farmation by govern-
ment  administration and departmental commercial u_nder—tafifngs toyether
with capital transfer pavrrent whicﬁ are mostly for assist‘ing capital format:an
in the rest of the economy. The capital expenditure of government admini-
stration snd departmental undertakings have been given separately, while
the sources of finance are common to both, The different tems included
in the account sre common to both. The different items included in. the

acceount are discussed here under.

I. Gross fixed capital formation

Gross capii.al-formatiqn represents the gross value of the Boods which
are added to the domestic capital stocks of the nation. It comprises both
expenditure on the acquisition of fixed assets and the value of physical change
in stocks, The gross fixed capital formation has been. classified into buildings
and other coristruction and maéhinery and equipment. |

(a) Building and other construction

Capita! formation under buildings include all expenditure ron new cen-
struction and major alterations to residential and non fesidentfal buildings
including the vaiue of the change in work ‘in progress, Other construction
includes moétly expenditﬁre on construction of roads, bridges and works
On power and irrigation projects, flood control, forest clearance, tand reclama-

tion, water supply and sanitation.

(b} Machinery and equipments

This item include expenditure incurred on 'the purchase of varidus
equipments such ag buses, jeeps, trucks, tractors for road hanlage, power
generating machinery, agricultural machinery and impiements, office furnityre,
machinery and equipment and instruments used by professional men, Under
this head the expenditure shown against renewals and replacements refers
mainly to departmentaj cammercial undertakings,

ii. Change in stocks

Change in stocks represent the value of the physical change, raw
materials, work in progress (other than the work in progress in buildings
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which are included in fixed bapital formation) and  finished products which
1. . * "

. L . ! . . L - .
are held by tommercial enterprises,and .in government stock piles.

ii. Capital Lransfers ‘
,-‘,‘.'Cépitalm transfers cover grants to finance the construction of build.

ings, purchase of i*nachinery and equipment and for public works, water supply

and sewage dispusal schemes BIC. capital transfers are intended to assist

capital formation in cther sectors of economy. .

iv. Receipts on capital account
This part deals with the financing of capital formation and the sources
for the same are discussed as under,

v. Saving .

~

The '_saving ere current account s directly taken from account I

vi. Net borrg wings

items like -internai debt, smail savings, provident fund ete. are indj-

cated here.

Other liabilities

All investments in the share capitals of statutory corfpolration and
Co-operative soctieties are classified as financial assets and are shown against
'Gther Ii’abjlit_.ies as a negetive figure. Also included are the extra budgetary
receipts' I{ke Ioans frem Govenrment of India, inter state debt settlé_ments,
contingency fund, deposits and advance.s, suspense, rernittances and cash
balances. Besides there, there are some funds- maintained by the ‘govemments

like famine relief fund, road fund etc. which are also covered here,
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Account | - income and octlay scceunt of admarsstc. s ive diopuitments

" - (Receipts)
1 ‘Accounts  Rs.n lakhs) .
e reme e 198586 1986:87
e Al e S S
1. Income from entrepreneurship and property 10642 12837
11 Profits | - 1667 . 1831
1.2 [ncome from praperty 8975 . 11006
.21  Net interest received : L VeI 2775
(@' Public authorities 30 -39
.. Centre ‘ ! . .-
ti. State S - ' -
iil. Local authorities 30 39
(b)  From foreign : - SR
{e} . From ather sectors o 1717 - 2736
1.2.2  Other property receipts 7028 8231
2. Total tax revenue 560179 - 106376
2.1 Total direct taxes ' 6920 12700
{&}  Corporation tax - .
b Land revenus 384 375
() Other direct taxes ' o
_ Lincluding incomietax) : 6536 12325
2.2 Totel indirect taxes 79159 . . 9367¢.
‘&l Customs - L
h txcise - ' 19355 . 26520.
‘el Sales tax 45842 51672
{d}  Stamps , _ 4422 - 5215
(e:  Other taxes and duties 9540 710269
Fees and miscellancous receipts S 2303 12265
4. Total transfers from other public _ _ pEE
avtheorities 29130 _ - 185946
41 Centre 29124 18594
4.2 States Y- SR
4.3 Local authorities o - ' -

Total receipts 128154 140072
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Account I - Income and outlay accounts of administrative departments [contd.]

(Expenditure)
Accounts (Rs. in lakhs)
_ Item 1985-86 1986-87
1 2 3
1. Total consumption expenditure 69258 81866
1.1 Compensation of employees 53447 65777
(a)  Wages and salaries ' 44149 49938
(b)  Pension ' 9298 15836
1.2 Net purchase of commodities &
services 15811 16089
(a) . Purchases 13264 16270
(b) Maintenance. .. LR O P ‘7505, , 49351
. (e) Less sales sy vy o e, gy e, - feetidpgege e 5112
/ AR B T TR S MR PR P N g
2. Net interest paid _ 12063 16969
2.1 To public authorities 4861 10428 -
. {a) Centre . " R -4861 . . 10428
{b}  States I e , -
(c)  Local authories - T
2'2 TO foreign PRI A o P . e - |
23 To others el 7B6B ¢ .. .. 1315
2.4 - Less commercial interest . . 866 . 774 7
3. Subsidies o 7 5513 5209
4. Total current transfers Co '
. (other than in the govt. transfers). . 376__9,8}_ o 41264
4.1 . Other sector : 37688 41264
4.2 Foreign =~ - hn -
5. Total-inter-government transfers . . = = 3980 4420
51 Current 2284 2339
(b) to state e -
(c)  to total authorities 2284 2339
52  Capital 1696 2081
{a) to centre - Co-
{b) to state. _ - -
{c) to local authorities 1696 - 2081
6. Total current expenditure (1+2+3+4+5) 128502 _‘ - 149728
- .7. Surplus savings of current account (8-6) (-) 348 (=) 9656

-8, Total expenditure - Total receipts 428154 140072
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Account I - Production account of departmental commercial
undertakings of the State government

Items 1985-86 1986-87

. 14 : : -2 3
Expenditure '

1. Purchase of commadities and ,
services (including maintenance) 2024 2697
2. . Compensstion of employees 1899 2223
3 Interest o 666 774
4. Consumption‘of fixed capital - -
5  Profit | 1667 1831
6. - Less inputed irrigation subsidy 1734 2214
Total expenditure 4522 531
Receipts
7. Sales ' . 4522 5311

8, Total receipts ' 4522 5311
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. Account 11T - Capital finance account of public authorltles
T (bol.h adrhinistration and enterprtses) !

" Accounts (Rs.in lakhs)

frem  T1985-86 1986-87

~ T T 2 — 3
. Expenditure - Administration

1. Capital outlay . 16441 16205

2. Net purchase of physical assets = 420 (-) 125

2.1 Second hand assets T (-)e - (-)6

2.2 Land L ‘ . 426 (=) 119

3. Change in stocks ‘ (-1n749 4

4 Capital transfers T o 1172 0 1023

4.1  For capital formatlon ‘ . 8 66

4.2 For others 1114 957

5. Total (1 to 4) o 16284 .. -« 717.'107

1L Expendlture - Enterprlses ‘ ,
6. Capltal outlay ' 7550 6605

7. . Rerewals and replacements: S - -
8. Net purchase of physmal dssets - ‘ -
8.1 Second hand assets - -
B.2 Land _ _ o= -
A Change in stocks (-) 117 134
10, Total (6 to 9) 7433 6739
11. . Total expenditure (5+10) . 237117 23846
IlIl. Receipts _ -

12 Surplus on current accounts o (-)348  (-) 9656
13. . Consumption of fixed capital T - -
14, foreign grants . - -
15. Net budgetary borrowings .- = (=) 3759 16372
15.1 ° At home : : (;) 3759 - 16372
15.2- At abroad o . -
16. Other liabilities | .. 27824 17130
16.1 Net extra budgetary borrowings 31517 19802
16.2  Less net purchase of financial assets 3693 2772

Total receipts (12 to 16) 237117 23846
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3. Purpuse classification of state govel'-nment budgetory tremaactions

The government expenditure can also be classified in accordanc.
with the purpose it is likely to serve, such as, health, education, deferice

ete.

The purpose of the government expenditure might be of two types
(i) long term and (ii) short term; long term expenditure might be aimed at
tackling the problem of unemployment, economic development o% the country
and to bring about certain fundamental chaﬁges in the structure of the eco-
nomy. The short term expenditul;e relate to immediate chjectives of expendi-
ture incurred in regard to heaith, defence, education, social welfai-e_. economic
services etc. The aim of the purpose classification attempted here in to
‘classify expenditure in accordance with the immediate or short term sociai

needs of the government.

The purpose classification attempted here relates only to govern-
ment. expenditure of various administrative departments excluding departmental

commercial enterprises.

Financial investment -of the government in commercial activities
in terms of,purchase of shares and debentures etc. have been included. Simi-
larly grants and loans given to commercial organisations, non government
institutions or the individuals are also inclu-ded. It may however be pointed

out that the repayment of loans are excluded.

Inter government transfers, by nature of transactions, are excluded,
similarly, the receipts of the government do not come in to the picture.

However same of the receipts like sales of the goods and services produced
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in the government sector are taken into account in working out the expendi-.

ture on net purchases of goods and services by government.

The purpose classification attempted for the present study is
- the conformity “with the U.N. recommendations. LN, has recommended classi-

fication in 9 major categories.

1. General government services
ii. defence .
' iiil. education
iv. health
v. social and welfare services
vi. - housing and community amenities.
vii. cultural, recreational and religious services
viii. economic services and ns
.tix. other services.
7 These major heads have been split in:to minor groups. In the
preserit study some adjustments have been made in the minor . categories.
As against 30 minor heads suggested by the U.N, all the major heads mentioned
above have been divided into 19 minor heads only in this report. Atomic

energy -is a new minor head which we have introduced here. It is not given

in the U.N. classification.

All the items of*the ‘expendifure are ‘grouped under the appropl:iate
categories regardless of ' their nﬁanﬁer of presentation in. budget. Items which
relate to more"th;n: one lerpose_ ciass= are first dis‘integrated in accordance
with the detailsf that are giveﬁ in the btrjdgert and fhen classified into appro-

priate purpose categories.
B i}
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In the absence of any details, either the mapar functjion of the

expenditure is considered as the purpose or it is disintegrated in to related -

purpose categories applying some suitable norms. . :
. e
In"the case of grants, loans and advances to private institutions
or to individuals. If the purpose of utilisation is not specifically mentioned,
classification is done on the basis of the main functions or to individuals.
If the purpose of utilisation lS not specnflcally smentioned, classifiction is -
. done on the basis of the main funcl:mns or to individuals, If .
the purpose of utilisation is not specn‘lcally mentioned, classification is done
on the basis of the main fuhctior]s of the institutions which are receiving
the grants, locans and advances. In many cases 'né'ither the name of organi-
sations receiving the grants, loans and advances-:”are known nor the purpose
of utilisation is given. In such cases the clasmfleatmn has been done on the

R

basis of account heads under which there expendltura have been shown.

Facilities provided to employees iike:__ ré’sidential housing facility,
free or subsidised medical aid etc. are classified by the nature of the facility
and nmot by the functional character of the uffi;:'e ‘.pi-‘oifjding facilities. Accord-
ingly loan and advances to employees for __e_‘ofr?tmctlcfn of houses, purchase
of motor cars etc. are classxfled accordmg to the types of the services likely

‘

to be obtained by the utlllsat;on of: the lﬂans. 2

BT

. Pensions and other ‘retirement ben,efitts (ir;nél,udihg employees fémily
pension schemes) have been distributed to all the purpose categories in pro-
portion to the amount of wages and salaries attribu_table to different cate- .
gories, Th»e' welfare pensions like old age pensions, pensions to political
sufferes or the freedom f.igh'ters are however, classified under the welfare

services.
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of State government budgetary expenditure

(Accounts)
Accounts  (Rs.in lakhs
ftems 1985-86 1986-87

1 2 3
1. General government services 21919 27184

- 1.1 General administration (external affairs,
public order and safety) 21919 27184
1.2 General research - -
2. Defence - -
3. Education 49985 58836
3.1 General administration reguiation and research 518 1031

3.2 University, schools and other educational
facilities including subsidiary services 49467 57805
4.  Health 11945 13507
4.1 General administration regulation and research 195 267
- 4.2 Hospital clinic and individual health services 11750 13240
5. Social security and welfare services 8713 9968
6. Housing and community amenities 10838 10253
7. Cultural recreational and other religious services = 1654 2162
8. Economic services 27959 39081
8.1 General administration and regulation 1968 2272
8.2 Agriculture, forestry, fishing and hunting 9295 1177
8.3 Mining manufacturing and construction- 5732 5881
8.4 Electricity, gas, steam and power 2087 8023
8.5 Atomic energy - -
B.6 Transpcrtation and communication 7215 10155
8.7 Other economic services. 1662 1573
. Other purposes 12999 4011
Total 146012 165002




Tahle 7

expeichture (Ancounts!

- Pyreentane distrinotion of puarpose claseficglion of State goereie.

T T ACCO it ©
irems o :
e e e e et v e -5
1. Gere:s! governiment secvices L0 1547
1.1 General admunic ranoen {external affairs,
nublic order end zafety) 15,57 Y
1.2 General reszacch - -
2. Detence
3. Educstion 34,23 35,16

4.1

Generai administration requiation and research

Unive?sity, =chools and other educsiional

Genera! administration regulation and resesrch
Hospital clinic and ndividust health services
Sorial security and welfare services

Housing and community amenities

Cuitura! recreational and other religious services
Eoonome sspvices

Ger '—sni adiministration, regulation

wescuiture, forestry, fishing and henting
?nf?_}r'-*rq manutacturing and construciion
flectricity, gas, steam and power
Atomic energy

Tearspertation and communication

‘\1

{Y-her econRGMIC Services

Ciher purposes

«
¥

Sl
wn
[
Ll

35.88 35.03

1. E5 1.3
8.36 6.77
193 3,57
43 L. B6
5.35 A1e
1.3 flL.gs
.96 2.43

16000 100.60
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4. Economic-cum-purpose classification

In this section eocnomic and purpose classification have been
combined into single two-way cross classification by significant economic
and functional categories. This classification shows how expenditure for
a particular purpose is divided b¥tween economic categories such as current
expenditure on goods and serQices, -capital formation and various types of
transYer and loans. "It also shows how expenditure in a particular economic
category is divided according to different purposes or types of services provided
by government. Economic and functional classi‘fication of transactions provideé
_macro eccnomic data and it serves as a good quide to the policy makers

for planning expenditure in a2 best possible manner to attain social and econo-

mic objectives of development.

The economic and functional classification of the Kerala govern-
ment budgetary expenditure for the years from 1985-86 and 1986-87 is fur-
rlwisﬁed in tables 3.1 and 3.2. It classifies horizantally expenditure for each
service for the years under review into differeﬁt functional categories. Such
a cross classification of government expenditure is of great value in evaluating

the pmgrress of actual expenditure,

Tables derived from the above accounts for the purpose of State

Income are given in appendix.
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Major findings

The systern of accounts presented in this stidy apsivaie the sariou
aspects of ‘governrents budgetary operations and their impact a0 ihe . woonomy.

Some of the major findinas emerging out of Lhis is prezenied balow

Jotal expenditure of the State government

Tre total expenditure of the state gevernment b najor calegaries
-exclusive of the operating expenses of departmental comme:cial ur;ds:;‘taki.m;s'
15 given wn detail i teble 4, This represents the flow back of funds to the
rest of the economy. The expenditure of the Kerala State government increa-
sed to Rs.?807 crores in 1986-87 from Rs.1541 crores in 1985-86 shcwing

an increase of abocut 17% over the period.

Flinal outiay

Final outlay is the major component of the total expenditure
ot the state government. In 1985-86 it accounted -for Rs.84C/+ crores or
54% of the tatal expenditure. In 1986-87 though it has increased to Rs.981/-
crores the share remains the same as 54% of the-total expenditure. Final
outlay is the direct expenditure of the State government for goods and sefvices

as well as for capital formation.

Consumption expenditure

This item includes expenditure on wages and salaries and goods
and services for current use. It accounted for 82.5% of final cutlay m 1985-86
and 83.47% in 1986-87.

Transfer payments

Transfer payment consists of: capital and current transfers, It's
share of Rs.604/- crores in 1985-86 has increased to 6B9/- crores in 1986-87.
In other words it decreased from 39% of the total expenditure to 38% of
the total expenditure in 1986-87. All the components show a slight change

during the period,

Financial investment and ldans

This item of expenditure amounting to Rs.98/- crores in 1985-86
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and Rs.137/- croves in 1986-87 contributed to about &% of the total expendi-
ture in 1985-86 and 8% of the total expenditure in 1986-87 respectively.

Table 4 - Total expenditure (excluding expenditure of the
departmental commercial undertakings)

Accounts (Rs.in lakhs

Ttems 1985.86 1986-87
. A 2 3

I. Final outlays 83950 98075
a) Government consumption expenditure 69258 81866
b) Gross capital formation 14692 16209
1. Transfer payménts to the rest of the economy 60416 68885
a) Current transfer 59244 67862
b) Capital transfer 172 1023

I,  Financial investments and loans to the rest |
of the econamy 9757 13695
Tota! 154123 180655

Table 5 - Percentage share of different components of the total expenditure

Items 1985-86 1986-87
L. Final outlays S 54,47 54,29
I.  Transfer payments to tt‘je rest of the economy 39.20 38.13

IIt. - Financial investiments ah_d loans to the , _
rest of the econgmy _ 6.33 -~ 7.58

Total R 100.00 . 100.00




Gross capital formation

Governments contribution to gross capltal formation ie, invest-
ments in building, machlnery and equrpments and. acquisition of stocks is
estimated at Rs.221/- crores in 1985-86, It has increased to Rs.229 crores
in 1986-87. This item accounted for about 26% and 23% of the final outlay
of the state for the years 1985-86 and 1986-87 respectively,

1. The components of capital formation = -.,c

Table 6. hereunder presents the components of the capital formation. .
Ma}o: share of government expenditure accounts for constructlon expendlture
In 1985 86 expenditure on construction accounted for Rs.233 crores which
has decreased to Rs.198 crores in 1986-87.

Table 6 - Components of capital formation

Accounts {Rs. in lakhs)

ftems .. T 1985-86 1986-87
1. Construction 22272 19805
2. Machmery é’x other equupments 1719 3005
3. Change in stocks -1866 138

Total 22125 22948

Savings of the state government

Gross saving comprises of savings on current account of government
admmlstratton (ie. surplus of current receipt over current expendlture) depre-
ciation provision and retained profits of departmental commercial undertakings.
It was 13 crores in 1985-86 and (-)78 crores in 1986-87 as detailed here under.

Table 7 - Gross savings of the state government (Rs.in lakhs)

kems = 1985-86 1986-87
1. Gross savings of government
administration (-) 348  (-) 9656

2. Provision for depreciation of
departmental commercial undertakings- ' -
3. Retained profits of departmental
commercial undertakings 1667 1831
Total 1319 (-) 7825
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The savings of the State government for two years are furnished
in the sbove table. It shows a downward trend. Though it was Rs.13/- crores
in 1985-86, in 1986-87 it was only (-) 78 crores. )

Current receipts

For the assessment of the economic implications of the -expenditure
incurred by the government it is necessary to examine it against the back-
" ground of the sources from which they are financed. In table 8 the current

receipt of the state government are furnished under significant economic

heads.
Table 8 - Current receipts (Rs. in lakhs)

Items ) : 1985-86 1986-87
1. Tax receipts - 86079 106376
(67.17) (75.94)
2. Income from property & 10642 12837
entrepreneurship g 0 (830) (9.16)
3. Fees & miscellaneous receipt , 2303 2265
. (1.80} (1.62)
4, Revenue grants from Govt. of India 29130 18594
(22.73) (13.28)
5. Total current receipts 128154 140072

(100.00)  (100.00)

[figures in brackets indicate percentagel]

The total current receipts of the state government have increased
from Rs.1281/- crores to Rs.1400/- crores showing an increase of 9% over
the period. The tax receipt alone contributed about 67.17% of the total
receipt in 1985-86 and 75.94% in 1986-87. During the two years under refer-

ence tax receipt remained the highest contributor.

Current out-going

The current outgoing of the state government are shown in

table 9.



Table 9 - Cuerers outgoing of Lhe siate goverswnest (Rein lakte

Items _ _ < 1985-86 1986-87
1. Consumpiion expenditure . £9258 - 81866
Z. Transfer payments 59244 7862
Total _ 128502 149728
- —— i : 50

Current 'outgeirzg have increased from Rs.1285. crores in 1985-86 .
to Rs.1497 crores in 1986-87. As is seen from the table consumption e‘:q:;far“.(ii;o .
ture exceeds transfer payment in both years. It accounts for abeut 54% of

the current outgoing in 1985-86. By 1986-87 the share has increased to 55%.
9. Borrowing accounts

Net receipts from the borrowing and extra budgetary resources have
been shown in the borrowing accounts. In account HI it is shown as & source
of finance furvc'apita"i formation. The net barrowing for the two years under
reference shows a decreasing trend. The net borrowing in 1985-86 was Rs.315

crores where as it wag 20 crores in 1986-87.
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Table 10 - Borrowing account (Rs.in lakhs}

Ttems 1985-86 1986-87
Receipts Expenditure Receipts Expenditure
1 - 2 3 4 . .5
. Borrowing at_home o . -
1. Internal debt 55652 70243 27664 18412

2. - Small savings provident fund etc. 53203 42371 57539 50419
3. Other debt ; - - et LT

Total 108855 112614 85203 . 68831

Net receipts S (3759 - 16372 -

II. Borrowing abroad I oo
1. External debt - - - -
Z. Other debt - - - .

Total . - - - -

IIl. Extra budgetary receipts.adjustments

1. Loans from Govt. of India 66763 24046 28478 - 17134
2. Loans & advances by State govi. 1831 6064 3173 10923
3. Inter-state settlement - T - -
4. Contingency fund 39 - - -
5. Reserve funds : 282 402 12 20
6. Deposits and advances . 31431 30768 43164 38366
7. Suspense & miscellaneous 78703 83822 77745 71298
‘8. Remittance _ 54479 53546 65679 _ 67866
9. Cash balance .- 3240 6363 6363  (-) 949
10. Funds revenue account 61 301 57 . 111
11. Funds capital account - - - -
- 12. Funds commercial account - - -- -
Total | 236829 205312 224671 . 204769

Net receipts . 31517 - 19902 -
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SRS

10. Net surplus of the departmental commerical undertakings

Net - surplus of the departmental commercial undertakings indicates the
performance of three ceoncerns. It s measured as the excess of revenue

over expenditﬂme. The derivation of net surplus is shown in table 11.

g0 -

Table 11 - Net. .s-éﬁslus of tj_le departmental commercial i)ndertakings
ltems 1985-86 1986~87H )
(accounts)  (accounts)
1. Gross receipts* | © o 6256 7525
2. Operating expenses 4589 5694
3. Net surplus ' : 1667 71831

* including irrigation subsidy

’

ihe net surpius was Re.17/- crores in 1985-86. 1t was increased

tc 18 crores i 1986-87.



APPENDIX

Appendix - A Estimates of net product from public
' administration (1985-86 to 1986-87)

Appendix - B1 to B2 Domestic product by industry of origin
: ' and factor income (departmental enterprises)
- 1985-86 to 1986-87. _

Appendix - Ca?l to

Ca2 - Capital formation by types of assets of
industry of use - administration (1985-86
to 1986-87) '

Appendix - Cb1 _
Cb2 Capital formation by type of assets of
industry of use (departmental enterprises)
- 1985-86 to 1986-87,

.
(111
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