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1. Introduction

It has been rather takem for granted that government
expenditure promctes grouth and lately attempts have been
made to introduce.seuaral such plan schemes that'can_léad
tofsocial justice in economic sense as well. Houwever, hops
.Df achieﬁing certain goals at the planning stage and
agtually achievipg the séme through anﬁuél expenditure
degisions and realisations has been found, in a recent
stﬁﬂyﬁby the author (1981), to be tracing divergent paths
over the Qést planning periods., In the same study optimal
solutien for such:annual'BXpenditure.decisions have been
provided that could lead tg achievement of best pogsible
tafgets under the prevailing sconomic gituation and in
_éccardance with chosen goals and ohjections. Even if "this
were implemented and realised as envisaged the distributional
impact of such expenditures need not neceSSafily be of
desired type. Ffor axam?le, Gupta (197?) found that share
of poor was belou aven one-sixﬁh_uf_toﬁél henefits of

Central Government expenditure during 1973-74, Naturally



if this—pattern'D?'distributional impact of government
'expenditure is to continue the gap between rich and poor

is bound to widen further,

Study of distributional impact of government
expenditure at Staté level has not been paid due attention
so far though it is sgually important cwing to the develop-
mental role played by constituent States in India. It
is believed that expenditure on social‘seruicaswisﬁmggs_
labour intensive than expenditure on ecoﬁomié services:
Accordingly, we selected four such major heads,‘namely,
education,; health, medical and family planning for
detailed study relating to distributional impact of
goyernmenﬁ expenditure, Expenditure on brimary education
is excluded from expenditure on education because deﬁails
of primary education are found in budgets of Zilla and
Taluka Panchayats whereas we have restricted our study
to data available in State level budgets only owing to
budget and time constraints. Us have studied expenditurs
deta for three consecutive financial years, namely, 1975-76
1976-77, and 1977-78 for Gujarat State rather than a singls
year to Qenerate an average picture of distributional

impact of expenditure,



2, Empirieal Quantification of Distributional Impact

[y

We plan to use thrée different critrion for analysing

distributional impact. In the first casé, we identify the group

of people who are ultimate recipients of money involved

in government expenditure in their capacity as sUppliers of

goods and ssrvices. The second criteriom involves estimating
that.paft of expenditure which goes to employees and the remainder
that goes elsewhere. The third criterion pertains to

estimation of proportion of expenditure that goes directly
?Eg;intandedgbeneficiaries in terms of materials actually
m;éééiﬁed by them. |

The first approach for analysing the distributional impact

~is based upon the fact that whatever is spent by the State is
eitﬁer iééaiued by employees or by those who sell goods and
services to‘thélgouernmént. fhe employees in turn sbend

their earnings Dﬁ consumption and sauiﬁg goods. This expenditure
is received by those who are sellers of goods and services.

Thus the entire government exbenditure is spent in thse first
round on goods and services and'ﬁhe recipients of the money

thus spent can be identified in the following manner, In

what follows we have done the classification according to
producers engaged at primary, secondary and tertiary stages.
Table 1 provides such a classification uhere items of cohsumption

are same as in NSS Table No. 240, 2Bth round 1973 - 74,



Table 7t Classification of Beneficiary GroQggL

. e
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S. e Consisting of NS5
No. Seneficia’y group ‘components of expenditure
1 Producers of food cereals, gram, cereal substitutes,
,CTOpsS . nulses and products
2 Producers of cash miik, edible oil, meat, fish and
crops and other eqq, vegetables, fruits and nuts,
items ‘ spices
3 Agrobased industry sugar, beverages and refreshments,
nan, tobacco and intoxicants - '
4 - Manufacturing .
industry salt, fucl and 1ight, clothings,
footwear, miscellanecus goods
and services, durable goods
5 Property ouners - rents

6 Government g taxes
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Salaried group consists of officers and oﬁhers. The
officers are assumed to follow ugban pattern of consumption.
Therefore, for thié part of éalaried gfoup, we employed the
consumption pattern corresponding to per capita monthly
expenditure group of Rs.200 and above as giveniin Table
No. (2.4/U) round 28, 1973-74 for the State of Gujarat.
for other segment of the salary earners, average of rural
and urban consumption pattern corresponding tc per capita
monthly expenditure group of.Rs.TS-QOD was cmnéidarqg'and
the figures Qere worked out from those given in Taﬁie

Nos.(2.4/U) and (2.4/R) of round 28, 1973-74 for Gujarat.



'he expenditure in various categories were apportioned to
seneficiary groups as glven in Table 1 for three consecutive
flnan01al years in casge of agqregate educatlon, aggregate
health, aggregate famlly plannlng and aggregate medical
expenditure Flgurea.f The flnal stltiDn in terms cf
”parcentage distribution of gouernmpnu expendltura in selected

-social-serv1ces is given in the Table 2.

L S

Table 23 Dlstrlbutlon of Expenditure on_ Benefzclany-

: Groqg§
i‘r‘_-.‘,--ag.. ““““““ A et ot . P A A e i VAD g . AD e e 10 i i i i o A M i ) a3 S Nl A ST g 0ot b A e S S S -
Educatlon Health
Beneficiary group 1975-76 76-77 - 77-178 75-76 76-77 77-7
ey ey ) (W) ) (8
1 Producers of food 22.04 22.48 20.00 15.53 22,22 16.6
crop T . :
2 Producers of cash 22,27 22.68 20,59 15.32 21.92 16.3
crops and other items : _
3 Agrobased industry 10,98 11.17 10.33  7.38 10.57 7.8

4 Madufacturing industry 42.20 41,12 46.68 60.05 42.84 57.32
5 Pruperty ouners’ 2.51  2.55 2,37 1.70 2.42 1.80
Sub-total of 2 to 5  77.96 77,52 79.97 84,45 77,75 83.36

Goverhment | o.oc  0.00 ©0.03 0.02 0.03 0.03
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[able 2 (contd.)
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Medical Family Planning
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Beneficiary group 1575-76 76-77 77=78 75~76 76 77 77=TE
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1. Producers of food

crop _ 16,65 17.95 16.81 21,77 22.92 22.69
2. Producers of cash - - _ S e i

crops and other ' : IR N

items T 16,76 18,30 17,20 21.30 22.41 22,24

3. Anrobased industry 8.24 9,10 B8.€0 10.18 10,71 10.64 .

4, Ménufacturing _ ' o
industry 56.43 52,54 65,39 44,39 41,47 41,97

5. Property ouners 1.89 2.08 1,97 2,33 2,45 2,43
. Sub~total of 2 to 5 83,32 82.02 83,16 178,20 77.04 77.28
Government 0.03 0.03 0.03 0,03 0.04  0.03
Total ' 100 100 100 100 100 100
Treating those involved in activities from serial numbefé?f;f
to 5 as relatively richer group”in compariscn to those engéged in
production of food crops,.ué can work out proportion of jovernmert
.expenditure going to riéh and poﬁr defined in this sense, - |
Aﬁeragé of these over the threeyars was computed to chtain the
result as given in Table 3. The same table also provides rankéfﬁ

according to proportion of benefits going to the poor.



ole 3: Ranking of Expendit__g Heads According .to
Distributional Impact
Expendlture T Share of  Share of  Shate 6F oo
Head ‘ rich pcor Government
Education - 78.48 21,51 0,01 2
Health. B1.85 18,72 0.03 3
Medical , 82,83 17.14 - 0,03 4
Family Planning = . " 77,51 22,46 0.03 1

- e o e o e e o e e 4 e ¢ S e U S
Obviously, considering sociai jﬁstice as the proper criterion,
the expenditurs hend that contributes highest in terms of. 4ts
share going to the poor should be réﬁked higher than others.
Using tﬁié'cfiteribn, one mny Tank the expenditure heads as
given in Table 3.
Proportlun UF expendlture going to employees in the form
of wages, salarles and other receipts can be can81dered a8
another criterion to judge the impact of distribution if ‘'t he
objective is to generate employment through government -
expenditure; . Thése results are reported in Table 4 together
with ganks of the expenditure areas determined in aCcordénce_

uith“share of expenditure on employses.
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Education
Health
Medical

Family Planning

Lk — L 1t e ol s vt o i Attt LW o e Mg S ke

1 82.83

50,45

54.80

36. 51

86.60
76,91
63. 86

32.41

76.98

49.83

58,60

37.61

e o mah e A 0 i od B 8 e p

82,14
59. 06
59,09

35,51

2
4

et e P g L n e i B it A A

Share of expenditure on employees in health is relatluely
higher durlng 1976-77 because 1n that year unusually high
proportion of expenditure was 1ncurred on Malaris Eradication
?rogramme and major part of it is.shoun to be on wages and

salaries.

Looking at the distributional benefifs of government
expenditure from yet ancther angle, namely, proportion going
to difect beneficiary groups, we get the picture as in
Table 5. The expenditure in this table is on the materials
and_gﬁoas in Physical sense that are provided to ultimate

beneficiaries in education, health, medical and family

b

planning.

Jabls 5: Percentags Share of Expenditure on Materjals For

Beneflclary Groups

Eiggngitgre_head ”1975 ~76 1976M77 1927 -78 ﬁugrgggu Rgnk
‘Education 1.80 0.63 2.38 1.60 &
Health . 2.54 1.88 2.01 . 2.14 3
Medical 3.61 3,09 3,46 3.39 1
Family Planning 2,36 3.67 1.97 2.67 - 2



It is obvious from Table 5 that only an insignificant
amopunt is spent on benoficiarios in terms of materials and
goods. For instancs, DF hundred rupees spent bt govornmant
Rs. 2,67 reaches the beneF1c1ar195 from family planning,

Rs. 2,14 rraches the beneficiaries From henlth Drogrammes,

Rs. 3.39 reaches the beneficiaries from medical gschemos

and sc on. The que%tion must be debated as to whether grente:
1mpact could be had by trylnq to alter this lopsided
expenditure pattern. Time may be apnroaching fast when
people would need more of family planning equipments rather
th&ﬁ advice from extension worksrs, The same could be

said in case of other sxnenditure heads,

3 Eﬂﬂgiydinghﬁamarksz

ALl of these results ponsidered togéther lead us to
VeTy impoftant conclusions., Table '3 suggests that most
of gouernment axpendlture ultlmatwly reaches those in
gecondary and tertiary secters and very little goes to i
producers of food crops who are the actual majority in
%thevcbuntry As far asg correctlng this imbalance in the
ecunomy is concerned, any reallocation of government
expenditureias such may take only marginal improvement.
‘A significahtgchange for.better can be brought about by
changing to mern rPIQVﬂnt Pxpendlture mix ‘and. brlnglng
about a meaningful prlclnq pollcy that can ensure equ1table

grouth in aqucultural and 1ndustr1al sactors, AVtuoe

sector analysis of this problem is provided by Misra (1969)
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where a methed of computation of such Drices'is suggested
For‘a tup-sactor 8C§nomy whereby sectornl growth as.
influenced by prices via dlstrlbutlonal route can be made
gven in future even though past distortions are not +Duched
upon. Classification in Table 3 also suggests that Gujarat
cscopomy can be easily treated as tuo—séctor econnﬁy sc far
as distribution~l impact of government expenditurc is |
concerned, Results given in Table 4 suggest varyipg level
of employment potential of different expendi%uré heads but
this criterion should be used with a pinch af salt. This
is because employment in government can be useful provided
it is productive to the economy and capable of providing
competitive uagss. On the contrary, one may éfgue tﬁaf
social uelfare schemes should try to minimise expenditure:
on estabhlishment and maximise physical benefits promoted
through these to i nrove quality of Life. Looking at

the expenditure patﬁern from the angle of material benefits'
going to beneficiary group, as given in Table 5, ons Finds |
that only a triFiing proportion reaches the beneficiaries
in each one of the expenditure areas considered here.

Thus, it may be a better strategy to modify expenditure mix
that improves the gains of the heneficiaries as defined

in Table 5 and the.ﬁoo; as defined in Table 3. For this
purpose individual programhes uill have to be examined

carefully. For instance, con51der expendlture on health.



In this sector increase in home~grown nutritional m=mterials
if supplied £o deficient groups will directly satisfy both
the criteria of distribution as pointed cut above. Imported
nutritional items do not heln the ppor in the majority
category of producers bf food grains. Accordingly, attempt
should be made td promotr~ nroducticn of enough nutritional
food in.ﬁhe agriculturs sector ~anc moke then available to
women and childron of the rural and urban poor and this

will lead to better situation relating to impact ﬁF

expenditure in respect of distribution of its bhenefits.
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