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PREFACE

The budget of the State Government is presented to the
Legislature every year in a conventional pattern. It gives
detailed information about its receipts and expenditure and
other financial transactions for a given financial year and
the preceding tvo years. This form of presentation may secure
accountability for any act of spending and may also meet the
needs of administrative convenience and ensure control by the
Legislature. But, it does not bring out the economic signifi-

cance of the Government’s budgetary transactions.

In order to assess the economic significance of the
budgetary transactions, a recl??ssification of the budget
accounts v;hich v/ould throv; light on the extent of capital forma-
tion out of the budgetary resources, savings of the Government
and contribution, of the Government to the income generation,
etc., is essential. This is an attempt to reclassify, regroup
and reduce the data scattered over in the budget documents to
a set of six accounts in the above direction. The economic
classification presented here relates to 1982-85 (Accounts),
1983-84 (Revised Estimntes) and 1984-85 (Budget Estimates)
along Vv/ith a summary table on Economic Classification: Per-
centage Distribution for three years and another summary table

on Sources and Use of Funds for five years'.

Functional classification of the State Government Budget
for the years from 1982-63 to 1984-85 has also been presented
tiogether v/ith the integrated economic—cum-—functional classifi-

cation tables for the same years.

This publication v/as prepared in the State Income Division
of the Directorate under the guidance of Sri H-Ba-savarajappa,
Joint Director and assisted by Sri K.A.Sreekantamurthy,
—Assistant Director, Smt M.N.Kamalamma, Smt S.Suma and
£mt G.Lalithamma, Assistant Statistical Officers.

Bangalore, P.G.Bhat
lated: 29.11 .1984 » Director.
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PART 1
ECONOMIC CUSSIFICATION



1. INTROIXJCTION

A Government budget is an annual financial plan* It is
the most importgint financial document of the Government, It
reveals the various sources and amounts of revenue and items
of expenditure. It contains the budget estimates for the
forthcoming year and the revised estimates and actuals— for
the preceding years. This Annual Financial Statement is
presented to the State Legislature every year under Article
202(1) of the Constitution of India.

The expenditure in the Government budget is generally
classified by departments and is presented to the Legislature
in the form of ”Demand” for grants for various departments.
Each demand gives gross expenditure and various recoveries
from other Governments or State departments and various orga-
nisations. The recoveries are deducted from the gross ex-
penditure to get net expenditure. Each demand specifies
various items of expenditure viz., pay of officers, pay of
establishment, contingencies etc., v;hich are grouped under

major and minor heads of accounts of expenditure#

The budget so presented reveals mere financial transac-
tions and not the economic and social significance of the
transactions. The Government transactions require proper
interpretation in order to assess the impact of Government
operations on the—economy for purposes of formulation of
correct monetary and fiscal policies and hence the need for
economic classification of the State Government budget. This
means that various items of revenue and expenditure in the
budget documents require to be sorted out into meaningful
economic categories, such as, the extent of capital formation
out of budgetary resources, savings of the State Government,
contribution of the Government to the total income genera-

tion etc. Such an attempt is made In the fallowing pages.
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2. THE SET OF ACCOUNTS

The budgetary transactions of Karnataka Government in the

years 1982-83 (Accounts), 1983-84 (Revised Estimates) and
1984-85 (Budget Estimates) have been classified into signifi-

cant economic heads under the follov/ing six accounts

Account

Account

Account

Account

Account

Account

l: Transactions in Goods and Services and
Transfers;
Current Account of State Government

Administration.

11; Transactions in Goods and Services and
Transfers/
Current Account of Departmental Commercial

Undertakings of the State Government.

111; Transactions in Goods and Services and
Transfersi
Capital Account of State Government
Administration and Departmental Commercial

Undertakings 4

1Vv; Changes in Financial Assets:
Capital Account of State Government
Administration and Departmental Commercial

Undertakings.

A Changes in Financial Liabilities;
Capital Account of State Government
Administration and Departmental Commercial

Undertakings.
Vi: Cash and Capital Reconciliation Account

State Government Administration and

Departmental Commercial Undertakings#

Each of thesd six accounts is intended to bring out a

meaningful

set of totals*
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Account 1, on the expenditure side, is concerned with
Government consumption expenditure and current transfer payments
to others. On the revenue side, it indicates current tax
receipts, income from property, revenue grants and contributions

from the rest of the economy.

Account 11, relates to the operating expenses and income of
the departmental commercial undertakings such as Forest, Indust-

ries, Irrigation, Dairy Development etc.

Account 111, deals v/ith the capital account and is
concerned v;ith gross capital formation by the State Government
Administration and its departmental commercial undertakings and
capital transfers to others. On the receipt side, this account
indicates the gross savings by the State Government emerging

from the preceding tvJo accounts.

Account 1V, classifies transactions leading to changes in
financial assets of ti State Government administration and
the departmental commercial undertakings and provides their
break up into investments in shares and loans for capital
foimation and current consumption. The repayment of loans is
also furnished.

Accounts V and VI, spell out the manner in v/hich the
Government drav;s upon the savings of other sectors to meet the
net requirements of financial transactions as detailed in the

preceding four accounts.

Accounts | and 1l deal with the current expenditure of
the State Government, v;hile Account 111 deals with the capital
expenditure. These three accounts deal with goods and
services and transfers. Accounts IV to VI deal with fiioannial
transactions affecting the net claims of the Government on

the rest of the economy.

The analysis of these six accounts generally follov/s
the pattern suggested by the Central Statistical Organisation,
GovernmGat -of India. The structure of these &Yy-orvnts is
prerented in the follev/.lris;



Account - |

Transactions in Goods and. Services and Transfers: Current Account of State G-overnment Administration

SI. . 1982—-83 1983-84 1984-85 SI. Reve nue 1982-83 1983-84 1984-85
Expenditure
No. P (A/c) (R.E) (B.E) iND - (A/cT (R.E) (B.E)
1 2 3 4 5 1 2 3 4 5
1* Consumption Tax Revenue 76,895 90,396 1,0 ~009
Expenditure 46,051 56,914 69,152
1.1 Compensation of 5*1a)DS|;2<1::E"SFaxes 8,708 8,742 >:316
employees
ploy _ 45,241 55,297 65,443 share of
a) Wages & Salaries 39,304 46,856 55,980 Central
b) Pensions 5,037 8,441 9,463 Taxes 6,273 6,583 7,042
b)State Taxes 2,435 2,159 2,274
1.2 Ket purchase of
goods and services 810 1,617 3,709 52 Indirect -
Taxes 68,187 81,654 90,693
a) Purchase of goods ) State’ h
and services a ate s share
11,945 13,198 16,395 of Central
b) Less sale of goods Taxes 17,784 20,231 21,659
and services 11,135 11,581 12,686
b) State
Taxes 50,403 61,423 ng , N34
Transfer payments 31,193 41,18.8 47,119
6. Income from pro-
2.1 Interest 7.799 11,059 13,058 perty and enter-

preneurship 11,508 14,452 15,519

6.1' Profits tran-
sferred from
departmental
commercial

undertakings(-)4,428 (-)3,835 (-)4,915



2.2 Grants to
a) Local
Bodi es

b) Educational
Institutions

c) Co-operatives
d) Others

2.3 Subsidies

2.4 Scholarships
and stipends

2,5 Other current
transfers

\

3 .Savings on current
account

4 . Total

A/c=Accounts

1S.7°11 1?1464
4,352 5,379 6,764
8,895 9,830 10,325
101 137 151
2,443 3,118 3,795
1,321 3,776 4,056
1,465 1,687 1,891
4,817 6,202 7,079
17,521 15,507 10,095

94,765 1,"13?609 1,26,366

Account

6.2 Income on

6.3

(Conoid¥*)

\

Interest receipts

(Rs«

investments

from State Electricity

Board

Other
receiptsi

Other

in;berest

inpome

from property

7. Transfers from
households i

8. Revenue grants and

contributions and

recoveries from
rest of the economy

9, Total

R.E.=Revised Estimates

the

in lakhs)

38T 192

260

916 987 1,035
4,167 5,506 6,605
10,476 11,534 12,602
1,008 1,144 1,158
5,354 7,617 9,680

94,765 1,13,609 1,226,366

B.E.=Budget Estimates.



Transactions in Goods and Services and Transfers;
Undertakings of the State Government

Departmental Commercial

Sl . 1982-81
BO Expenditure (A/C)
1 2 3
1. V/ages and Salaries 3,H1
2. Goods and Services 1,725
3. Repairs and Maintenance 916
4. Interest 5,625

5. Provision for

depreciation 1
6. Retained profits of

Departmental Commer-

cial Undertakings 7
7. Profits transferred

to current account

of Government

Administration from

Dep artmental

Commercial

Undertakings (-)4,428

8+ Total 6,987

1985 -8~
(R.E)

4
3,587
1,752

859

6,392

8,756

Account

198”—85
(B.E)

5

SI.
No.

1

2 3

4,562 9. Gross Sales

2,039

976

7,315

(-)3,835 (-)4,915

Proceeds 6,985

a) Stationery and

Printing 82

b) Dairy Development 528

c) Forest 4,451
d) Industries 150
e) Irrigation 426

f) Pov,er Projects 1,293

g) Ports, Light

Houses and
Shipping 32

h) Road and Water

Transport Services 23

10.Interest on Depre-—

ciation Reserve Fund 2

9,978 11 .Total 6,987

Current Account cf

(Rs. in

198384
(R.E)

4

8,754

93

576
5,201
208
428
2,200

32

56

8,756

lakhs)

1984-"5
(B.E'

5.

9,97%

100
688
7,502
337
500

2,800

40

9,978



Transactions

SI.

Disbursements
No.

1 2

Gross Capital Formation

A. Government
Administration

()Bnildings and other
constructions

/} (a) iMev outlay
(b) Renev/als and
Replacements

(2) Machinery and
Equipment
'5%} (a) Nev/Lfiiiajblay
(b) Renev/als and
Replacements

(3) 1'Jet increase
in stocks
(a) Works Stores
(b) Other Stores
B. Departmental Commer-
cial Undertakings

(1) Buildings and other
constructions

1982-83 1983 -&%4— 1984-85 SI.
iNia

(A/o)
5

33,190

21,054

17,360
13,007

4,353

2,576

2,121

455

1,118

(-)505
1,623

12,136

11,421

(R.E)
4

39,176
24,634

20,242
15,713

4,529
3,107
2,511

596

1,285

1,285

14,542

15,477

Account

(B.E)
5

47,115

29,079

24,443
19,027

5,416

3,288

2,603

685

1,348

1,348

18,033

16,924

in Goods and Services and Transfersj Capital
Administration and Departmental

1

4.

Commercial Undartakings

. 1~2-83
Receipts (A/c)
2 5
Gross Sayings 17,529
4-1 Savings on
r*I Curreut Account
of Government
Administration 17,521
4.2 Provision for
depreciation of
Departmental
Commercial
Un4dertakirgs 1
4*3 Retained profits
of Departmental
Commercial
Undertakings 7
Capital Transfers ~,808.
5.1 Estate IXity 70
5.2 Capital grants,

con\;ributions and
recoveries from

Union and Other

State Governments 5,738

Account of S”bsi”c.xaoKtrnment

in lakhs)

1983 -84 1984-85
(R.E) (B .E)
4 5
15,508 10,096
15,507 10,095
7,326 70,702

77 82
7,749 10,620



2
(a) Nev/ Outlay

(b) Renev7als and
Replacements

(2) Machinery and
Equipment

(a) e/ outlay

(b) Renev/als and
Replacements

(3) iMet increase
in stocks

2, Capital Transfers

2.1 Capital grants
to Local Bodies

2.2 Capital grants
to others

2.3 Compensation to

Land Owners,
~ggirdars, etc.

3. Total

11,375

46

853

337

516

(-)138

4,044

489

2,900

655

37,234

13,312

165

1,065

552

513

5,582

437

3,402

1,743

44,758

Account

16,518

406

1,089

610

479

20

7,248

450

3,861

2,937

54,360

— 111 (Concld.)

(Rs.
2

Balance: Deficit
on all transac-
tions in goods
and services and
transfers

Total

13,897

37,234

lakhs)
3 4 5
21,424 33,562
44,758 54,360



Changes in Financial

Outgoings

1. Investments in shares and
debentures in

1.1 Departmental Commercial
Undertakings

1.2 Government Statutory
Corporations

1.3 Co-operatives
1.4 Others

2. Loans and Advances
2.1 For Capital Formation

a) ® Co-operatives
b) To Local Bodies

c) To the State Electricity

Board
d) To the Housing Board

Assets :
and Departme ntal

1982-RJ

(A/C)

3,4*18

25

2,198
562
' —653"

20,866
17,832
151

816
308

e) To Statutory CorporaMons9

tions
f) To others

2.2 For Current Consumption

a) To Co-operatives
b) To. Local Bodies

c) To Cultivators
i) To others

3. Total

12,244
3,800

3,034
967

2,067
24,284

Account

Capital

1983 “84

(R.E)

4,779

45

1,769
1,314

i.654
23,126

17,958

652
381

1,309
644

11,074
3,898
5,168
1,223
31
"3,914
27,905

1984-85

(B.E)

3,110

1,770
1,184
m 159

19,133
15,262

787
270

2,330
420

8,344
3,111

3,871

2,993
220

658
22,243

-1V

S

No.

1

4.

V.

5*

6.

Account of State Government Administration
Commercial Undertakings

(Rs. in lakhs)
. 1982—-83 1983-84 19S4-85
Inoomingu (A/c)  (R.E)  (B.E)

Repayment of

Loans 7,529 8,260 0.054
Balance: Net

increase 1in

Financial

Assets 16,755 19,645 13,189
Total 24,284 27,905 22,243



Changes in Financial
SlI. . 1982-83
NG * Outgoings (A/C)
1 2 3
1. Repayment of Public
Itebt 15,025
1.1 Permanent Debt 2,686
1.2 Central Government
Loans 11,605
1.3 Other Loans 734
2. Balance: INet increase
in Financial
Liabilities 18,684
3. Total 33,709

Liabilities:

1983-84
(R.E)
4

20,136
2,900

16,338

898

23,134

43,270

Capital
and Departmental

Account

Account of State Government Administration
Commercial

1984-85 SI.
(B.E) i\o
s 1
19,219 4
5,839
12,438
942
24,111

6.
7.
8.
43,330 9.

-V

Undertakings

Inc omeings 1%%%&33
2 3
. Public Debt 21 ,469
4.1 Permanent Deb™ 2,860
4.2 Loans from
Central
Government 17,541
4.3 Other Loans 1,068
4.4 Floating Debt(inet) -
Unfunded debt (net) 3,033
Inter—State Settle —
ments (net)
Cash Balance
Investinent
Account (net) (—)ii
Other Debt(net) 9,218
33,709

Total

lakhs)

1983 -84

(R.E)

4
27,420

3,163

21,975

2,282

3,900

(=)100

12,050

43,270

198485
(B.E)

5
32,517

7,591

22,498

4-2f02

(=) Ift0

6,663

43,330



SI.
i"D.

2/\

Cash and Capital

Outgoings

2

Deficit on all
transactions in
goods and services
and transfers
(Balancing item of
Account r 1I11)

iNet increase 1in
Financial Assets
(Balancing item
of Account-1V)

Increase in
cash balance

Total

1982-83
(A/c)

3

13,897

16,755

30,652

Reconciliation Account:

1983 -84

(R.B)
4

21,424

19,645

41,069

Account - VI

1984-85 SI. Incomings

(B.E) iJo.
5 1 2

5* iMet increase in
Financial Liabi-
lities (Balancing
item of Account-V)

33,572
6. Decrease in
cash balance

13,189

46,751 7. Total

(Rs.

1982-83
(Alc)

5

18,684

11,968

30,652

in

1985 —84
(R.E)

4

23,134

17,935

41,069

lakhs)

State Government Administration and
Departmental Commercial Undertakings

1984-85
(B.E)

24,111

27,640

46,751
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3. MA'JQR FII™DIIMGS

Some of the major findings, emerging out of the Economic
Classification of the State Government Budget, 1984-85 into

six accounts, are presented in the follov/ing tables.

Table 1: Total expenditure of the State Government.

Table 2: Net capital formation undertaken directly
by the State Gbvernment.

Table 3* IYet capital formation through financial
assistance by the State Government.

Table 4: I'Jet capital formation out of budgetary
resources of the State Government.

Table b5: Gross and net savings of the State Government.
Table 6; Current receipts of the State Government.
Table Current outgoings of the State Government.
Table 8; Income deficit of the State Governments

Table 91 Deficit denoting total requirements of
fiuaace for the State Government.

Table 10; '"Sources of finance.

Table 11; i%t profits of departmental commercial
undertakings.

Table 12; Net output of departmental commercial
undertakings.

Table 13: Total income generation by the State Government.
Table H j Economic cl assification;Percentage distribution

Table 15: "Sources and use of funds - Karnataka
Government Budget.

1. Total expenditure of the State Government

The total expenditure of the Government of Karnataka
(excluding operating expenses of the departmental commercial
undertakings and repayment of public debt) amounted to
Rs.1,31,233 lakhs during 1982-83 (A/c).

This represents aggregate flow back of funds to the rest
of the economy. This is expected to increase to Rs.1,62,505
lakhs (i.e. by 2378 per cent) during 1983-84 (R.E). But the
total expenditure of R51,83,820 lakhs during 1984-85 (B.E) has
regiF~ tcred an ¢nuropse 13 « 1 cMat over the previous
year.

Distribution of th™ t—'tol expenditure by tViree major
itor> 1S prefci0t*ted in tho iol.l”..ing table-
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Table 1

Total expenditure of the State Govegpnent

(Excluding operating expenses of the departmental commercial

Sl. 1982-83 1983-84 1984-85
Jro. Item (Alo) (R.E)
1 2 3 4 5
1. Final outlays 79,241 96,090 1,16,264
a) Government consumption expendi-

ture (vide item 1 in Account 1) 46,051 56,914 69,152
b) Gross capital formation

(vide item 1 in Account 111) 33,190 39,176 455,112
2. Transfer payments to the

rest of the economy 35,237 46,770 54,367
a) Current transfers (vide

item 2 in Account 1) 31,193 41,188 47,11 9
b) Capital transfers (vide

item 2 in Account 111) 4,044 5,582 7,248

3— Financial investments and loans
to the rest of the economy (net)
(vide item 5 in Account N 16,755 19,645 13,189

4. Total expenditure (1+2+3) 1,31,233 1,622,505 1,83,820

Final outlays: This is the major component of the total expendi-
ture of Rs1,33,820 lakhs of the State Government during 1984-85
and its share is Rs.1,16,264 lakhs or 63 * per cent of the total
expenditure. The corresponding percentage shares for 1982-85 and
1983-84 are 6074 and 59*1* Final outlay is the direct expenditure
of the State Government on goods and services for current consump-

tion as v/ell as capital formation.

Transfer payments; This consists of current and capital trans-
fers. Its share of Rs,54,367 lakhs forms 29*6 per cent of the
total expenditure of Ksl1,83,820 lakhs of the State Government
for the year 1984—-85* The corresponding percentage shares for
the year 1982-83 and 1983-84 are 26.9 and 28.8.

Financial investments and loans (net): The contribution of
this item of e™ienditure during 1984-85 is Rs.13,189 lakhs or
7.2 percent of the total expenditure. The corresponding
percentages for 1932-83 and 1983'-84— are and 12.1. -
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Consumption expenditure: The consumption expenditure represents
expenditure on wages and salaries and goods and services of
current It forms 35*1 per cent, 35-0 per cent and 37*"
per cent of the total expenditure for 1982-83 (A/c), 1983-84
(R.E) and 1984-85 (B.E) respectively.

Gross capital formation: The Governmentscontribution for direct
gross capital formation i.e. investments in buildings, machinery
and equipment and acquisition of stocks is estimated at

Rs.47,112 lakhs during 1984-85. This accounts for 25.6 per cent
of the total expenditure of the State Government for that

year. The corresponding percentages for 1982-83 and 1983-84
are 25*3 and 24.1.

2. jet capital formation

This is arrived at by the deduction of expenditure on
renev;als and replacements from gross capital formation. This
has increased, from Rs.27,820 lakhs during 1982-83 1s.33,373
lakhs during 1983-8-4 and to0.Rs.40,126 lakhs during 1984-85. The

components of net capital formation are given in the following

table.
Table 2
State Government
(Rs. in lakhs)
Sl 1982-83 1983-84 1974-85
No - el (Alc) (R.E) (B .E)
1 c 3 4 5

1. Construction v/orks (vide items
I1A(1)(a) and IB(1)(a) 1in
Account 111) 24,382 29,025 35,545

2. Mgchinery and equipment (vide
items 1A(2)(a) and IB(2)(a)
in Account 111) 2,458 3,063 3,213

3. iIMet increase in stocks (vide
item 1A(3) and IB(3) 1in
Account 111) 980 1,285 1,368

4. LiQt capital formation by the
State Government (1+2+3) 27,820 33,373 40,126
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Of the gross capital formation of Rs.47,112 lakhs (Table 1)
to be undertaken directly by the State Government during the year
1984-85, net capital fo imation i.e. net additions: to the stock
of fixed assets and other stocks is estimated at Rs.40,126 lakhs
v/hich constitutes 85*2 per cent. The corresponding percentages
for 1982-83 and 1983-84 are 83*8 and 85.2.

3. Financial assistance for net capital formation

In addition to net capital formation undertaken directly
(as indicated in Table 2), the State Government also provides
financial assistance to the rest of the economy in the form of
grants, loans and investments in shares for inducing net capital
formation in other sectors. The allocation of such assistance

is indicated in the table given belov/.

Table 3

iet capital formation through financial assistance
N the State Government
(as. in lakhs)

> Item 172-83 1983 -84 1984-85
"o (aA) (R-E) (B—E)

1 2 A 4 5

1. Grants for capital formation
(vide items 2.1 and 2.2 in

Account 111) 3,389 3,839 4,511
2. Loans for capital formation

(vide item 2.1 in Account 1V) 17,832 17,958 15,262
5. Investments in shares

(vide item 1 in Account 1V) 3,418 4,779 3,110

4. Total financial assistance for
net capital formation (1+2+3) 24,639 26,576 22,683

The volume of assistance by the State Government for net
capital formation in other sectors of the economy has increased
from Rs.24,639 lakhs during 1982-83 (A/c) to Rs.26,576 lakhs
during 1983-84 (R.E)orby 7.9, per cent and it is likely to
decrease to Ks.22,683 lakhs during 1984-85 (or by H*"? per cent
over the previous year). The ajrjor share of assistance is in
the form of loans during all th” tnree years under reviev/. It

constitutes 6T'.3 per ceisjb t™"4-85.
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capital formation out of budgetary resources of the
State Government
This is the sum of net capital formation undertaken
directly by the State Government and that effected through
financial assistance in the form of grants, loans and invest-
ments in shares, to the rest of the economy. It is furnished

in the following table.

Table 4

" Pet capital formation out of budgetary resources
of the State Government

~ ~ R in lakhs)
1982—-83 1983 -84 1984-85

11: (A/c) (R.E) (B.E)

1 2 3 4 5
1. Net capital formation by the

State GoveruQent (vide Table 2) 27,820 33,373 40,126
2. Financial assistance for net

capital formation in the rest

of the economy (vide Table 3) 24,639 26,576 22,683
3* Wet capital formation out of

budgetary resources of the State

Government ("+2) (i.e.total

net capital formation) 52,459 59,949 62,809

The State Government have provided Rs.62,809 lakhs out of
its budgetary resoulroes for net capital formation during the
year 1984—-85 (B.E). This constitutes 34*2 per cent of the
total expenditure of i1Ui,83,820 lakhs (Table 1) during the
year. The total net capital formation for the years 1982-83
(a/ c) and 1983-84 (R.E) is of the order of Rs.52,459 lakhs
and Rs.59,949 lakhs respectively. It constitutes 40.0 per cent
and 30.7 per cent each of the corresponding total expenditure
of Rs1,31,233 lakhs and Hs.l1l,62,505 lakhs of those years.

5« Gross and net savings of the State Governmeni:

Gross savings coi “ri 3 of savings on curteAfe Aiccount of

\}overnment administration (i.e surplus of current receipts
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over current expenditure), depreciation provision and retained

profits of departmental commercial undertakings.

i“et savings are arrived at by the deduction of expenditure

on renewals and replacements from gross savings.

Out of the total net capital formation or net investment
of fts.62,809 lakhs during 1984-85 (vj[de Table 4), the net savings
by the State Government and its departmental commercial under-
takings are estimated at Rs.3,110 lakhs v;hich works out to 5*0
per cent.

Gross and net savings of the State Government for all the

three years under reviev; are furnished in the table given below.

It may be rDted that both are showing a decreasing trend.

Table 5
(Rs. in lakhs)

Sl ltem 1982-83 1983 -84 1984-85
No (A/c) (R.E) (B .E)
1 2 3 4 5
1. Gross savings (vide

item 4 in Account 111) 17,529 15,508 10,096
2. Expenditure on renewals and

replacements (vide items 1A

(1) (b) + TA(2)(b) +1B(1)(b)

+1B(2)(b) in Account 111) 5,370 5,803 6,986
3. ilet savings by the State

Government (1-2) 12,159 9,705 3,110

6. Current recei—ots

In assessing the economic implication of the expenditure
of the Government, it is necessary to examine it against the
background of the sources from v/hich they are financed. The
current receipts of the State Government are furnished under

significant economic heads in the following table.
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Table 6
Current receipts of the State Government
(Rs. in lakhs)

SI. ltem 1982 -83 1983-84 1984-85
No. (A/o) (R.E) (B.E)
1 2 3 4 5

1. Tax receipts
(vide item 5 in
Account 1) 76,895 90,396 1,00,009

2. Income from property
and enterpreneurship
(vide item 6 in Account 1) 11,508 14,452 15,519

3. Transfers from households
(vide item 7 in Account 1) 1,008 1,144 1,158

4* Revenue grants, contributions
and recoveries (vide item 8
in Account 1) 5,354 7,617 9,680

5* Total current receipts
(1+2+3+4) 94,765 1,13,609 1,26,366

Total current receipts, as v/ell as tax receipts v/hich is
the major source of these current receipts, have been shov/ing

an upv/ard trend during all the three years under review.

The current receipts of the State Government have increased
from Rs.94,765 lakhs in 1982-83 (A/c) to Rs1,13,609 lakhs in
1983-84 (R.E) and further to Rsl1,26,366 lakhs in 1984-85(B .E).

Tax receipts alone contribute 79*1 per cent of the total
current receipts during 1984-85* Percentage increase in tax
receipts betv/een 1982-83 and 1983'-94 is 17.6 and betv/een
1983-84 and 1984-85 it is 10.6.

7. Current outgoings
This item constitutes consumption expenditure as well as

transfer payments.

It has increased from ui”77,244 lakhs in 1982-83 (A/ft) to
Rs,98,102 lakhs in 10&3-S4-— it is expected to increase
further to Ka.l1l,16,S"7"~ during 1984-85 (B.E). It oan be
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seen from the following table that the consumption expenditure
exceeds transfer payments during all the three years and
constitutes 59*5 per cent of the total current outgoings
during 1984-85*

Table 7

Current out”oin”s of the State Government
(Rs, in Ipkhs)

SI. n 1982-83 1983-84  1984-85
10 . (A/c) (R.E) B.E)
1 2 T 4 5

1. Consumption expenditure

(vide item 1 in Account 1) 46,051 56,9H 69,152
2. Transfer payments

(vide item 2 in Account 1) 31,193 41 ,188 47,119
3. Total current outogings(1+2) 77,244 98,102 1,16,271

Increase in consumption expenditure during the period
under reviev/ is mainly due to the steady rise in v/ages and
salaries. Transfer payments consisting of interest, grants,
subsidies, scholarships and other current transfers “re also

shov7ing an upv/ard trend.

S+ Income deficit of State Government

Income deficit of the State Government is measured as
the excess of net capital formation or net investment over the
net savings of the State Government, fet capital formation has
shov/n an upv/ard tread, v/hereas, net savings by thp——G<rvernment

has shov/n a decreasirig trend during the period under reviev/.

Net capital formation and net savings of the State
Government are of the order of Rs.40,126 lakhs and Ks.3,110
lakhs during 1984-85 resulting™an income deficit of the State
Governme.nt—to —tho tune of Ks317,016 lakhs during the year as

can be seen from the followijag t.able.
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Table 8

Income deficit of the State Government
(Rs. in lakhs)

SlI. 1982-85 1983-84 1984-85
Wo. (A/c) (R.E) (B.E)
~T A F 3 4 '5

1. Net capital formation under-
taken directly by the
Government (vide Table 2) 27,820 33,373 40,126

2. iMet savings by the Government
(vide Table 5) 12,159 9,705 3,110

3* Income deficit of the State
Governnent (1-2) 15,661 23,668 37,016

5* Requirements of fina.nce - -

The deficit on income indicated in Table 8 i6 the gap,
v~hich, after adjustments for capital formation, has to be
filled up by Government's draft on savings v/xthin and outside

the State. The other”measure of deficit is provided by the
Sum of the balancing items of account Ill pnd 1IV. This deficit
indicates the total requirements of finance for State Govern-

ment operations and is shov/n in the follov/ing table.

Table 9

Deficit denoting total requirements
of finance for the State Government

) (s in lakhs)

SI. lcem 1982 -83 1983 -84 1984-85
iD. (A/c) (R.E). (B.E)
1 2 3 4 5

Deficit on all transa<rtrions in
goods and services and transfers

(vide balancing item in
Account 111) 13,897 21,424 33,562

iNet increase in financial
assets (vide balancing item
ill Account 1V) "16,7>" 19,645 13,189

Deficit denoting totnl require-
ments of 3.nance (1+2) 30,652 41 ,069 46,751



- 21 -

10 Sources of finance for the deficit

The followi—ng table furnishes different sources of

finance to meet the deficit indicated in Table 9*

Table tO
Sources_of,.finance

1982—-83 1983-84 1984-85
Ho* (A/c) (R.E) (B.E)

1 2 3 4 5

1. Wet borrovjings 18,684 23,134 24,111

1.1 Permanent debt (net)
(vide items 1.1 and
4il1 in Account V) 174 263 1,752

1.2 Loans from Central Government
(net) (vide items 1*2 and

4.2 in Account V) 5,936 5,637 10,060
1.5 Other loans (net) (vide item 1.3

and 4*5cia Account V) 534 1,384 1,486
14 Unfunded debt (net)

(vide item 5 in Account V) 3,033 '3,900 4,250
1.5 Inter-State settlements(net)

(vide item 6 in Account V) (-)X100 (-)I100

1*6 Cash balance investment account
(net) (vide item 7 in Account V) (-1

1.7 Other debt (net) (vide item
8 in Account V) 9,218 12,050 6,663
2. lteficit financing 11 ,968 17,935 22,640

2.1 Floating debt (net)
(vide item 4.4 in Account V)

2.2 V/ithdrawals from cash balances
(vide i1tems 3 and 6
in Account VI) 11,968 17,935 22,640

3. Total (1+2) 30,652 41,069 46,751

11* Jjet profits of de—partmental commercial undertakings

I'jet profits of departmental commercial undertakings as
the excess of gross receipts over operating expenses, indicate
the financial results of the v./orki.i.g of these undertakings.
These are transferred to Governiiient administration, v;hich, in
turn, enter the pool of its ca; r.-ut receipts# The retained
profits is ploughed back —juviKer development of these
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undertakings. The operating expenses of these undertakings

have exceeded their gross receipts during all the three years

under reviev;, as can be seen from the table belov/.

Table 11

Iet profits of departmental commercial undertakings
2  (Ks, in lakhsT"

SI.
Nio. Item 1982-83 1933-84 1984-85
N L U/c) (B.E)
m 3 4 5

1. Gross receipts (vide item

11 in Account 11) 6,987 8,756 9,978
2. Operating expenses (vide

items 1 to 6 in Account 11) 11 ,415 12,591 14,893

Net profits (1-2) (vide

item 7 in Account 1I1)_ (-)4,428 (-)3.835..(rl4n i

output of departmental commercial undertakings

The following table presents the net output of the depart-
mental commercial undertakings indicating an increasing trend
during the period under reviev/.

It has increased from Rs.4,242 lakhs during 1982-83 (A/c)
to Rs.5,897 lakhs during 1983-84 (R*E) and further to Rs.6,566
lakhs during 1984-85 (B.E)e The percentage increase in the
output of these undertakings is 39l bietv/een 1982-83 (A/cJ and
1983-84 (R.E) and it is 11.3 betv®een 1983-84 (R*E) and
1984-85 (B.E).

Table 12

I'et output of departmental commercial undertakings
(Rs. in lakhs)

- Item 1982-83 1983 -84 1984-85
o (Alo) (R.E) (B.E)
! 2 ' 3 4 5

1. Wages and salaries (vide
item 1 in Account I1) 5,HI 3,587 4,562

2. Wages and salaries component
of expenditure on repairs and
maintenance (computed at 5C/
of item 3 in Account 11) 458 430 488

3. Interest (vide item 4 in
Account 1I1) 5,625 6,392 7,315



4. Profits transferred pnd
retained by DCU (i,e. items
6 and 7 in Account 11) (-)4,421 {-)3,835 (-)4,915

5. Deduct renev/als and replace-
ments (vide item IB(1)(b) and

1B(2)(b) id Account 111) 562 678 885
6« Add provision for depreciation

(vide item 5 in Account 11) 1 1 1
7. Total 4,242 5,897 6,566

5« Income generation by the State Government

The budgetary operations of the State Government are
expected to generate a total income of Rs.85,798 lakhs during
1984-85 (B.E). It wvias lis59,077 lakhs during 1982-83 (a/c) and
Rs.72,434 lakhs during 1983-84 (R.E), The percentage increase
in the total income generation betv/een 1982-83 and 1983-84 is
22.6, v/hereas, it is expected to be 18*5 betv/een 1983-84 and
1984—-85* An increasing trend in income generation is noticed

during all the three years under study.

Table 13
Total income generation bv the State Government
(Rs. in lakhs)

SI. Item 1982 83 1983 -84 1984-85
I'jo. (A/0) (R.E) (B .E)
1 2 5 4 5

t+ Wages and salaries income
generated by the State
Government Administration
including pensions (vide
item 1-1 in Account 1) 45,241 55,297 65,443

2. iINet output of departmental
commercial undertakings
(vide Table 12) 4,242 5,897 6,566

3. Wages and salaries component
of Government outlays on
buildings and other construc-
tions (one irhivrd 0N 1A
(1) and 1B(1} in Account 111) 9,594 11,240 13,779

4. Total income genoration
(1+2+3) 59,077 72,434 85,7 98
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14* Economic classification;

Percentage distribution

This contains the entire expenditure of the State Govern-

ment (excluding the current expenditure of departmental
I, 1v and

V of the Economic Classification for the years from 1982-83"to
1984-85 and it is presented

commercial undertakings) furnished

Table 14

1982-83 (a/c)

Sl i
Economic head Amount
1 2 3
A.Total current
expenditure 77,244
1. Net consumption
e xpendi ture 46,051
2. Interest 7,799
3. Subsidies 1,321
4. Transfers to
local bodies 4,352
5* Transfers to
households 17,721
B.Total capital
expenditure 76,543

1. Gross capital
formation 33,190

a)Buildings and

other constru-

ctions 287781
b)Machinery and
equipment 3,429
c) Increase in stocks 980
2* Capital transfers 4,044
a) To local bodies 48 9
b)To others 3,555
3. Investments in
shares 3,418
4* Loans & “Advances 20,866
a)To loeal Taodies 513
b)To others 20,353

5. Repayment of
public debt 15,025

C* Grand Totpl '-Ai. K
AEB " 1£3,757

4

50.

a1

11

49.

21.

18

NO N ON

o

100

Peroen—
tatie

23

.94
.07
.86

.83

.55

77

58

.71

.23
.64

.63

.32
31

.22
13.

0.
13.

57
33
24

a7

.00

in Accounts

(Rs.

1983 -84 (R.E)

Amount

5

98,102

56,914
11,059
3,776

5,379

20,974

92,799

39,176

33,719
4,172
1,285
5,582

437
5,145

4,779
23,126

4 412
22,714

20,136

1,90,901

Percen-
tage

6

51.39

29.81
5.79
1.98

2-82

10.99

48.61

20.52

17.66

2.19
0.67

2.92

0.22
2.70

2.50
12.12

0,.22
11 .90

10.55

100.00

in the follov/iag table.

in lakhs)

1984-85 (B.E)

Amount

7

1,16,271

69,152
13,058
4,056

6,764
23,241

95,822

47,112

41,367
4,377
1,368
7,248

450
6,798

3,110

19,133
490

18,643

19,219

2,12,093

Percen-
tage
8

54.82

32,60
6.16
1.91

3.19

10.96

45,18

22.21

19.50

2.06
0.65

3.42

0.21
3.21

1.47
9.02

0.23
8.79

9.06

100.00
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5« Sources and Use of Funds -'Karnataka Governmeat Bucket

The major sources of funds of the Government and the
different uses to which they are put during the years from

1980-81 to 1984-85 are given in the follov/ing table.

Table 15

Sources and Use of Funds - Karnataka Government Budget
Sources of Fun”®
(Rs. in lakhs)

1980—-81 1981-82 1982-83 1983-84 1984-85
11: (A/c) (Alc> (A/c) (R.E) (B.E)

1 2 3 4 5 $ 7

le Current receipts
(a+b) 68,953 87,499 94,765 1,13,609 1,226,366

a) Tax receipts 57,101 69,997 76,895 90,396 1,00,009

b) Income from pro-
perty and enter-—
prenaurship and
other receipts 11,852 17,502 17,870 23,213 26,357

2. Capital transfers 4,686 5,560 5,808 7,826 10,702

3* Internal resources
of the departmental
commercial under-
takings 32 43 8 1 1

4. Repayment of
loans 2,001 5,661 7,529 37860 9,054

5. Total receipts
(1 to 4) 75,572 98,863 1,C8,110 1,29,696 1,46,125

Excess of total
expenditure over
total receipts 24,357 17,468 30,652 41,069 46,751

Financed by:
a) Borrov/ings (net) 14,158 11,802 18,684 23,134 24.,1n

b) Withdrawals from
cash balances 10,199 3,SS6 11,968 17,935 22,640
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Table 13(Concld«)

Sources and Use of Funds - Karnataka Government Budget

,Use of Funds
(Rs, in lakhs)

1980-81 1981-82 1982-83 1985 —84
(A/0) (Alo) (al o) (R.E)

1 2 3 4 5 6

1l¢ Current expenditure
(a+b) 56,167 63,746 77,244 98,102

a)Consumption
expenditure 34,954 38,903 46,051 56,914

b)Current
transfers 21,215 24,843 31,193 41,188

2. Loans and advances
for current
consumption 1,994 2,285 3,054 5,168

5. Gross capital
formation
(at+b+c+d” 27,749 32,505 37,234 44,758

a)Buildings and
other
constructions 21,942 24,299 28,781 33,719

b)Machineiy and
equipment 2,841 2,953 5,429 4,172

Cc) Increase in
stocks 621 2,281 980 1,285

d)Capital
transfers 2,339 2,972 4,044 5,582

4* |Jnvestments in
shares and
debentures 2,795 3,181 3,418 4,779

Loans and advances
for capital
form ation 11,324 14,614 17,852 17,958

6* Total expendi-
ture )1 to 5) 1,00,029 1,16,531 1,58,762 1,70,1*5

1984-85
(B.E)

7

1,t6,271

69,152

47,119

3,871

54,560

41,567

4,577

1,568

7,248

3,110

15,262

1,92,874
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4. RECONCILIATION

The follov/ing statements present a reconciliation between
the magnitudes of current revenue and current and capital ex-
penditures as given in/~linual Financial Statement 1984-85
(Budget) and the magnitudes arrived at in the Accounts | and

Il of the present Economic Classification,

(1) CURRENT ACCOUNT-REVENUE
(Rs. in lakhs)

St ltem 1982—-83 1983-84 1984—-85
No- (Alo) (R.E) ® .E)
! 2 3 4 5

A. Revenue as shown in the

Financial Statement 1,28,066 1,50,945 1,70,734
Less
1. Estate duty transferred
to Account 111 70 77 82
2. Sale of land and property 13 11 17

3. Sale of goods and services
treated as reduction of
consumption expenditure 11,135 11,581 12,686

4. Capital grants transferred
to Account 111 5,138 7,749 10,620

5. Gross .receipts of the depart-
mental commercial undertakings

transferred to Account 11 6,987 8,756 9,978
6. Interest receipts from depart-
mental commercial undertakings 5,619 6,392 m 7,315
Add

7. Profits transferred from depsrb—
mental commercial undertakings (-) 4,428 (-)3,835 (")4,915

8. Refunds 683 1,064 1,244

9. Miscellaneous adjustments 6 1 1
B. Total ad;justments (4)-33,301 (—)37,336 (-)44,368

C. Current revenue from
Government administration
as shown in Economic
lassif \catici. ) 94—765 1,13,609 1,26,366



SI.
Ho.

S

- 28 —

(2) CURREIT ACCOUNT-EXPEI~DITURE

Item
2

A. Expenditure (Revenue
Account) as shov/n in
the Financial Statement

Less

ale of goods and services

treated as reduction of
consumption expenditure

Appropriation for reduction
or avoidance of debt

Current expenditure of the
departmental commercial

u

Expenditure of capital

ndertakings (net)

n the revenue account

Transfers to funds

|
e

E

nter—account transfers
liminated ,

Add

xpenditure of revenue

nature from capital
account administration

R

ecoveries treated as

receipts

M

B.

C.

iscellaneous adjustments

Total adjustments

Current expenditure of
Government administra-
tion as shov/n in the
Economic Classification
(A+B)

1982-83
(Alc)

1,23,877

11,135

4,701

9,887

nature

20,629

353

1,230

198

1,102

(—m)46,633

77,244

(Ks. in lakhs)

1985-84 1984-85
(R.E) (B.E)

4 5

1,52,008 1,733,354

11,581 12,686
6,857 4,510
10,926 12,906
24,591 26,874
190 164
1,273 1,616
658 792
855 905
(1 (-)4

(=)53,906 (-)57,065

98,102 1,16,271
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(3) CAPITAL ACCOUMT—EXPEIVDITURE
(Ri in lakhs)

Si 1982-83 1983-84 1984-85
Nc (Alc> (R.E) (B.E)
1 2 3 4 5

A. Capital Expenditure outside
the revenue account as shovm
in the Financial Statement 18,844 24,384 30,913

Less

1. Financial investments in shares
t™kan over to Account 1V n 3,418 4,779 3,110

2. Expenditure of revenue nature
transferred to Account | 198 ,658 792

3. Expenditure of revenue nature
transferred to Account 11 1,528 1,565 1,987

4. Sale of land and property brought
over from receipts in revenue
.account administration and treated
..as reduction of capital expenditure 13 11 /17

Add
5. Capital expenditure brought
over from revenue account

administration 18,560 22,048 23,760

6. Capital expenditure brought over
from revenue account departmental

commercial undertakings 2,069 2,543 3,114

7. Transfers from funds 310 429 434
8, Recoveries treated as receipts 2,608 2,467 2,042
9~ Miscellaneous adjustments - - t 3
* B. Total adjustments 18,390 20,374 23,447

C. Total capital expenditure as
shovm in the Economic
Classification (A+B) 37,234 44,758 54,360
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5. KOTES 01 THE ACCOUINTS
Account 1I: Transaction in Goods and Services and

Transfers;

Current Account of State Government

Administration

This account deals with the current revenue and expenditure

of all the administrative departments. All departments except
those listed in Account Il are considered administrative for the
purpose of this classification. The current expenditure of
administrative departments consists of Governmejnt consumption
expenditure and transfer payments. The former is made up of
wages and salaries (including pensions) and purchase of goods
and services and the latter is inclusive of interest, grants,
subsidies, scholarships etc., to the rest of the economy v/hich
are added indirectly to the disposable income of the community.
To meet these current expenditures, Government appropriates a
part of the income of the community through a variety of taxes,
miscellaneous fees etc., accruing in the course of administra-
tion. In addition, Government has an investment income from
property and entrepreneurship and also receives revenue grants,
contributions and recoveries from the Union Government and the
rest of the economy. The excess of current receipts over
current expenditure denotes the savings of the Government a
administration available for the domestic capital formation.

Some of the items included in this account are explained below.

1#1 (a) Wa”es and Salaries; This item comprises of pay of
Officers, pay of establishment and allowances and honoraria other
than travelling and daily allov/ances. Contributions to provident

funds are also included here.
1*t'(b) Pensions; Pensions actually paid to Government employees

1.2 Goods and Services: This item includes all expenditure under
contingency such as pay and allov/ances of casual employees,
office supplies, rent, fuel, light, printing, travel expenses,
telephone and telegraph charges and other items of current
operations, less sales of goods and services by Gxvvernment to

other Government enterprises and houf”~.holds.
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2* Transfer Payments; From the economic point of viev/, the ex-
penditure incurred by the Government are of three types viz."
consumption expenditure, capital formation and transfers to the
rest of the economy. In the economic classification scheme
presented here, a distinction has been drav/n between current
and capital transfers. Capital transfers are supposed to assist
capital formation. Current transfers have been broken up into
interest payments, grants to local bodies, educational institu-
tions, co-operatives and others, subsidies, scholarships and
other current transfers to individuals v/hich are considered "o

augment personal incomes of the.recipients.

Interestl This comprises of interest charges on public
debt and other obligations and interest on loans from Central
Government. Interest charges of departmental commercial under-
takings are excluded from this head and are shown under item 4

in Account 11.

Grants; Grants are classified according to types of insti-
tutions to v;hich they flov;. Four classes of Institutions
distinguished here are, locrl bodies, educational institutions,
Oo—-operatives, and others. The last sub-item includes other

unclassified grants and grants to non-profit making institutions.

2.3 Subsidies; Subsidies shov/n here take the form of direct
payments to producers or of differentials betv/een the buying and
selling prices of Government trading organisations. The subsidies
given by the Government to a specific group of population to
enable them to get goods at prices—lower thaji the curront market
prices are not included here, as such payments v/ill be shown as
grants to others. The subsidies represent the payments given
tov/ards rebate on the sale of handlooms, loss on the sale of
fertilisers, improved seeds, pesticides, agricultural imple-
ments, to co-operative societies for maintenance of .ianagers,
loss suffered by the co-operative societies p.nd to make good

the loss betv/een economic rent and subsidised rent.

2.4 Scholarships and stipends; Self-—explanatory
2.50ther currci#t transfers: This item comprises of other current

transfers to households wuch ct$ p«i\5idns Tor distinguished and

meritorious services, territorial rnd political pensions, old
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.age pensions, family allowances, prizes, gratuitous relief to
famine stricken people, awards and other miscellaneous compensa-
tions and contributions etc#, to private non-profit institutions

not included above.

Savings on current account; This represents the excess of

current receipts over current expenditure.

Tax Revenue: They nre broadly classified into direct and

indirect taxes.

Direct taxes include State’s share of income tax and tax

on railv/ay fares, taxes on agricultural incomeland revenue
"boxeA o0 uocome dncj exptr>d I'-tye N

Indirect taxes include State's share of Union excise
duties, stamps and registration fees, State excise, sales tax,
taxes on vehicles, taxes on goods and passengers, electricity
duties and other taxes like betting and entertainment taxes,

education and health cess and other miscellaneious receipts.

5% Income from property and enterpreneurship: This flow records
the income receivable by the State Government from departmental
commercial undertakings as well as the net rent, interest and
dividends accruing to it from the ownership of buildings and

financial assets.

TQ-Hsfers from households; This item includes payments to
State Government made by households and private non-profit
institutions for regulatory and social services provided mainly
by Government agencies* These charges are levied in connection
with their regulatory activities and for services for which
there is no parallel in private sector. Such services are mostly
provided by the Government since they depend on the use of
compulsory pov/ers. Examples of such charges are birth, death and
marriage registration fees, court fees, fines and penalties etc.,
which are given under different revenue heads of the State

Government budget.

7* Revenue grants”™ contributions and recoveries: These are
current transfer receipts ng to the S'ta'te Oovermnent
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from the Union Government, Central institutions like Indian
Council of Agricultural Research, National Co-operative Develop*

ment and Ware—housing corporations, various committees and

boards etc.

Account 11; Transactions in Goodsb and Services and Transfers;
Current Account of Departmental Commercial
Undertakings of the State Government

The departmental commercial undertakings may be defined as
Government agencies producing goods and services that are not
provided free of charge. The essential characteristics
distinguishing these departments from Government administrative
departments are, that they charge for v/hat they provide accord-
ing to use and are thus able to meet most of th'eir costs from

their sale proceeds. Other related characteristics are:

i) Departmental commercial undertakings are subject
to market forces i.e., demand and supply.

ii) Hie activities of such undertakings are subordinate
toelegislative control and are ovmed, run and
managed by the Government.

iii) The intention to make profit is not the essential
characteristic and the activities of an under-
taking may be carried on deliberately at a loss.

iv) Commercial accounting methods are used to
determine the profit or loss.

v) The operations of the undertakings usually involves
the use of expensive capital equipment and the
holding of stock v/hich may be subject to large
fluctuations and the provision for depreciation
may, there foie, be a significant element in the
total cost of operations. ° °

vi) To maintain their operations, commercial undertakings
must both give and receive commercial credit.

Independent, statuton/’ corporations and boards set up
by the State Government are excluded from the purviev/ of this
account. In this study, the following have been considered

under departmental commercial undertakings.

a) Stationery and rinting
b) Dairy D"velo—'nient
c) Forest
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d) Industries

e) Irrigation

f) Power projects

g) Ports, Light Houses and Shipping

h) Road and Water transport services.

The current expenditure si<ie of the departmental commercial
undertakings is divided into v/ages and salaries, goods and
services, repairs and maintenance, interest, provision for
depreciation and profits, part of v/hich has been transferred to
Government admini stration* On the revenue side the gross
sales proceeds of the departmental commercial undertakings
are furnished departmentv/isee+ The interest receipts accruing
to the depreciation reserve funds are deducted from the gross

sales proceeds of these departments.

Provision for depreciation, vjhich is shovn on the expendi-
ture side, is made for the purpose of ensuring that the value of
the fixed capital used up during the year is charged as a cost
against the operating revenue of the year. The provisions are
designed to -cover the v/ear rnd tear and foreseen obsolescence

of all fixed capital as v/ell as accidental damage to it.

Account 111; Transactions in ~oods and Services and transfers:
Capital Account of State Government Administra-
tlon and Departmental Commercial Undertakinp;s ~»

This account deals v/ith the total capital outlay resulting
in physical asset formation both by State Government admini-
stration and departmental commercial undertakings together v;ith
capital transfer payments mostly for assisting capital forma-
tion in the rest of the economy. The capital expenditure on

Government administration and departmental commercial under-

takings are given separately, v/here as, the resources of finance

are common to both.

The pnysi oal asset formation is shown in terms of gross
as well as net aggregate. increase in stocks is cl«:ssified
into work stores ~u othur stores, ,(v/hich is inclusive of stocks

of food, fertilisers etc. . Capital transfers have been
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divided into capital grants to local bodies, capital grants

to others and componsation to land ov/ners, etc.

Gross savings”™ on the receipts side” constitute savings
on current account of Government administration transferred
from Account 1, provision for depreciation and retained profits
of departmental commercial undertakings from Account 1I1. These,
together v/ith capital grants received from the Union Government
etc., form the source of finance for all expenditures recorded
in this account. The deficit v/hich is shov/n as a balancing
item in Account 11l along v;ith net increase in financial
assets in Account IV gives the total requirements of finance
cf the State Government to be met out of borrov/ingsor by

adjustments in Governments cash balances.

Gross capital formation is the gross value of the goods
vhich are added to the domestic capital stock of the State.
It comprises expenditure on the acquisition of fixed assets
as v/ell as the value of physical change in stocks. It has
"been classified into buildings and other constructions, machi-
nery and equipment. Each of them 'is further classified into
tte/ outlay and renev/als and replacements. The former is a
neasure of net capital formation by the Government and together

vith the latter gives gross capital formation.

Building and other constructions: Buildings include, all ex-
penditure on nev/ constructions and major alterations to
residential and non-residential buildings including the value
of the change in v/ork—in'progress. Other constructionsinclude
nostly expenditure on construction of roads and bridges and
>7orks on pov/er and irrigation projects, flood control, forest

clearance, land reclamation, water supply and sanitation.

Machinery and equipment; This item includes expenditure in-
curred on the purchase of various equipments such as buses,
jeeps, trucks, tractors, pov/er generating machinery, agricul-
tural machinery and implGments, office il"chinery and equipment,

construction and cGikoi— industrial m?chihcrv''*nd equipmentftaiid

instruments used by p:'ofoc,sion™l men.
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Net increase in stocks: Changes in stocks represent the value
of physical change in raw materials, work—in—progress (other
than the work-—in—progress in buildings v/hich are included under
fixed capital formation) and finished products v/hich are held
by commercial enterprises and in Government siJock”piles. The
net increase or decrease iIn stocks needed for construction v/ork
and stocks of commercial enterprises aie shov/n separately from
changes in stocks of strategic materials like food, fertilisers,

etc., held by administrative departments for policy purposes.

Capital transfers: They cover grants given to finance the
construction of buildings, purchase of machinery and equipment
and public works such as roads, irrigation v/orks, v/ater supply
and sev/arage systems, etc. Compensation to land ov/ners etc..
are also included here. These capital transfers are intended

to assist capital formation in other sectors of the economy.

Receipts on capital account; Receipts available for capital
formation consist of gross savings on current account brought
over from Accounts | and 11, Estate duty and capital grants,

etc,, from Union and other State Governments.

Sstate duty is included here on the assumption that it

is paid out of capital.

Accaunt—XV; Changes in Financial Assets:
Capital Account of State government Administra—
"}Hion and .Departmental Commercial Undertakiiags
This account shows the net changes in financial assets
of the Government and is concerned v/ith financial investments
in shares in industrial and commercial concerns and loans and
advances granted to the rest of the economy. Loans for capital
formation and loans for current consumption are shown separa-
tely. Loans for capita], formation indicate the extent to
v/hich the State Government promotes capital formation in the
rest of the economy through financial assistance in comparison

with the capital formrition actually undertaken by the Government,

invgstments in shares: iriclude the sh”re capital
of the State Governiaent in deoartmental comniercial undertalcingc..
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Government statutory corporations, co-operatives and others”

2.1 Loans and advances for capital formation: Loans for
capital formation are the loans given for the creation of
capital assets like the construction of buildings, roads,
industrial housing schemes, v/ater supply and drainage schemes
etc., and loans for purchase of machinery and equipment. These
loans have been shov/n separately for co-operatives, local
bodies, State Electricity Board, Housing Board, Statutory
corporations and others. Loans to others for capital forma-
tion axe mostly for construction of houses, sinking of nev/
v/ells, construction of tube v/ells and purchase of pumpsets
and implements.

2.2 Loans and advances for current consumption: These include
loans to cultivators for purchase of seeds, fertilisers etc.,

loans to students and other loans.

A~ Repayment of loans: Repayment of loans has not been shov/n
separately inrespect of loans granted for capital formation and
current consumption, as it is assumed that repayments have been

made from current income and not out of capital.

5% Het increase in financial assets: Balance shov/ing the net
increase in financial assetq is added to the deficit in Account
11l to give the total financial requirements of the State
Government for fixed assets formation and for the accumulation
of financial claims against the rest of the economy. This is
to be met out of borrov/ings or by' a'dju'si;mélits in Government
cash balancevs.

Account V: Changes in Financial Liabilities:

Capital Account of State Government Administra-
tion and Departmental Commercial Undertakir”

This account records the borrov/ing operations of the
State Government. Incomings represent the increase in

financial.liabilities and outgoings measure the rednt-—tion in.
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liabilities* The balance, therefore, shows the net increase
in financial liabilities resulting from increas&lexpenditure
for acquisition of financial assets. Permanent debt, loans
from Central Government and other loans are shown gross,

v/hile floating debt, unfunded debt, inter—state settlements,

cash balance, investment account and other debts are shov/n

net.
Account VI: Cash and Capital Reconciliation Account of
State Government Administration ana
Departmental Commercial Undertakings
This account sums up the net position in respect of
Accounts 111, 1V and V shov/ing the effect of all transactions

of the Statfe Government on its cash position. While

Account 11l gives the net position in respect of all (real)
transactions in goods and services and transfers”™ Accounts
IV and V bring out the wet position in respect of financial

assets and financial liabilities respectively.
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6. FUNCTIONAL CL\S3II'MCATIOi® OF THE STATE GOVERIMEivr BUIX>ET

A majo reform has been brought about in the classification
cf Coverian™at transactions Vv/ith the introduction of functional

chcr-'oter to it in the budgets of Central and State Governments.

The LuH.ia object of functional classification is to shov; the
CoverriQeat expenditure (current as v/ell as capital) in terms of
the immediate or the short-term purposes served or services

rende red.

The functional classification excludes current expenditure
on goods and services of departmental commercial undertakings as
they produce goods and services that are sold largely outside the
Government sector and represents only cost of production and no®
the expenditure on final goods and services provided by the Govern-
ment, This classification does not «“pply to the Government
receipts, but the receipts obtained from the sale of goods and
services produced in the Government Sector, are taken into account
to v/orkout expenditure on net purchase of goods and services by
the Government, Financial investments by Government, grants and
loans given to commercial organisations, non-Government institu-
tions or individuals and repayment of public debt by the Government
are included in this classification. But repayment of loans to

Government and inter—Government transfers are excluded.

The functional classification presented here follov/s the
broad four—fold classification of budgetary transactions adopted
by Central and State Governments. They are:(1) General Sei’vices
v/hich consist of Police, General Administration, Judiciary,
Elections, Pensions, Revenue Collectian Services etc. v/hich are
indispensable to an organised State and cannot be conceptually
allocated to a particular group of beneficiaries. (2) Social and
community services cover the provision of services needed for
community living, such as Education, Health, Social Security, etc.
and community services like V/ater supply. Sanitation etc.

(3) Economic Services cover activities or tiie pro/ision of
assistance to the agencies in the fiel™ of production and trade
such as Agriculture, Industry, Pov/er, Transport etc. (4) Items
of expenditure incurred by the Governrnent I' r compensation to
local bodies, loans to Government Servants' etc., v/hich cannot be
classified undor any r>f the other three categories mentioned
earlier are taken as the expeuniUiro for oth”r purposes.



FUINGTIONAL CLASSIFICATION;

3@: 1. 10jLvG?J  reX.
1 2
1e
Services
2. Social and Commu-

nity Services

i)Education

ii) Medical, Family
Welfare, Public
Health, Sanita-
tion and Water
Supply

iii)Housing and Urban

Development

il?)Social security
and v/elfare

v) Others

Economic Services

i)Agriculture and

Allied

Activities
Industries and
Mine rals

ii)

iii)Water and Power
1 Development

iv)Transport and
Communications
v) Others

4* Other purposes

Total

1982-83

Amount

57,859

46,073

237847

11,385

1,810

6,781
a, 2”0

63,523

24,263

5,893

22,495

6,806
4,066

6,332

1,53,787
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PERCEJNITAGE DISTRIBUTION
(hstt in

lakhs)

(A/0) 1983-84 (R.E)

ziggg' Amount Ei;g:' Amount
4 5 6 7
24.62 50,742 26.58 56,121
29.95 55,074 28.85 63,571
15.51 27,697 t4.51 31,271
7.40 14,228 7.45 17,103
1.18 2,128 1.11 2,298
4.40 8,547 4.48 10,311
1.46 2,474 1.30 2,568
41 .31 77,493 40-59 82,955
15.78 29,804 15.62 34,542
3.83 9,249 4.84 5,995
14.63 nN23,544 12.33 24,757
4.43 6>843 3.58 8,255
2.64 8,053 4.22 9,406
4.12 7,592 3.98 9,646

100.00 1,90,901

100.00 2,12,093

1984-85 (B.E)

Perce-
ntage

8

26.46

29.88

14.75

8.06

1.08

4.86
1.13

39.11

16.29

2.83

11.67

3.89
4.43

4.55

100.00



PART 111
ECONOMIC-CUM—-FUNCTIONAL CLASSIFICATION



— 41 -

7 . EGONOMIC-CUM-FUIMCTIOIMAL CLi”~S IFICATIOIN

For purposes of accountability, expenditure is usually
charged according to immediate object of expenditure at the
time money is spent, such as, wages and salaries, goods and
services, grants, loans etc* While the economic classifica-
tion groups these primary items of expenditure by their economic
character, the functional classification groups them according
to the particular purpose they serve. Both economic and func-
tional classifications have been combined here into a single
tv/o—v/ay classific ation by significant economic—functional
categories. This classification shov/s hov/ expenditure for a
particular purpose is divided betv/een economic categories,
such as, current expenditure on goods and servlices, various 'Vrc—
typGs of transfers, capital formation, investments in shares,
loans etc., and different types of functional services provided
by the Government. Economic and functional classification of
transactions provides useful economic data for the policy
makers and gives in broad terms”~the pattern of resources
allocation and its impact on the rest of the economy. Such a
cross classification of the Government's budgetary expenditure
is of great val-ue in evaluating the progress of actual

expenditure.

E—c.onomic—cum—functional classification presented in the
follov/ing tables of part relates to the years 1982-83 (A/c),
1983“84(R.E) and 1984-85 The table splitsup horizontally
the expenditure on each service into signifioant economic
categories and vertically into different functional categories.
The broad division of the economic classification is current
and capital expenditure and that of functional classification
is, General Services, Social and Community Servicea, Economic

Services and other Purposes.



E COiOMIC —cuff—FU MCT10 WAL— CLASS

6C;0
S1. Economic/Functional
M . Classification

1. General Services

2, Social and Community
Services

(i)Education

(ii)Medical,
Public Health,
tion & Water Supply

(iti)Housing and Urban
Development
(iv)Social Security
and Welfare

(v) Others

3* Economic Services

(i)Agriculture and
Allied Activities

(i1) Industries & Minerals
(ifi)Water & Power
Development

(iv)Transport and

Communications
(v)Othe rs

4* Other purposes
Total

Family V/elfari
Ofciiiitct—

Current
consum-
ption

expendi-
ture

18V775

28,075
15,542

8,540

243

2,552
1,198

10,336

6,501
1,674

167

513
1,481

57,186

Less
Out
side
sales

7,400

1,830
788

804

143
85
1,,905

677
859

3

83
233

11,135

TSONYEEMENDIBU1])GETARY EXPEIMDITU RE

» B »

Current Exp-—'enditure

Jret InHpsrst Subsi—
current on gene— dies
conBuinp— ral debt
tion ex-
penditure
7,799 129
26,245 - 84
14,754 — -
7,736 - -
238 - 60
2,404 - 24
1,110 - -
8,431 - 1,108
5,824 - 663
815 - 158
164 - -
430 4
1,198 - 283
46,051 7,799 1,321

Trans—
fers to
income
account
of hou-
seholds

8
2,192

13,665
8,388

921
44

3,882
430

'1,864

1,132
530

70

17,721

1. UKha)
Transfers Total
to Local currcnt
bodies expelidi—
for curr-— ture
ent ope— cols,
rations (5)to(9)
1)
1 21496
134 40,128
33 23,175
29 8.M6
72 414
6,310
- 1,543
315 11,713
315 7,984
1,503
- 2H
I/\ i
- 1,613
3,902 3,902
4,352 77,744



ECOHOMIC—CUM—FUINCTIOWAL cl1assIFICATIOM QF KARMATAKA GOVERI\|MEIST BUpGETART EXPENIFIITURE

Gross capital

formation

SlI. Economic/Functional
i classification Bnild-
ings &
other
constr-
uctions
1 2 11
1. General Services 995
2. Social Community
Services 1,787
(i)Education 179
(ii)Medical, Family
Welfare, Public
Health, Sanitation
and Water Supply 575
(iii)Housinb & Urban
DevelopniCut 521
(iv)Socifl Security
and V/elfare 115
(v)0 thers 397
5« Economic Servicc:: 26,001
(i)Agriculture outh
Allied Activi';jic i1 cl6u
(ii)Industries &
Minerals 272
(tit)Water and P~ vcr
I“velopm™i‘a" 9,739
(iv) Traas'*ort and
00 i;i catiOns
(vvdtterA 13
_ToW.- 28"78—;

Machi-
nery &
equip-
ment

12

974

998
43

932

5

2
1rl-57
432
84
675

1
5

3,429

Invest—
iNet in sha-
incre— res &
ase in defeen—

stocks tures

13 14
(-)685 -
69 281
69 —
- 3
1,596 3,137
1,861 166
- 1,134

(-=)IU 1,207
£31

980 3,418

1982-83 (A/c) (Coacld.) m lakhs)
Capital Expenditure
Capital trn- Loans and Repay— Total Grand
Total
Local Other Local Other of expendi—  Colfe.
bod- domes- bod- domes- public: ture (10".+
ies tic ies tic debt Cols. (20;
sect- sect- (11)to
ors ors (19)
15 16 17 18 19 20 21
1 55 - - 1]'3-,025 16,365 37,859
432 1,001 500 877 - 5,945 47,0772
87 318 - 45 - 672 23,847
- 345 192 586 - 2,699 11331
337 11 308 213 - 1,396 1,8Jd
1 51 - 11 - 471 67?;
7 276 - 22 - 707 N, 25C
56 2,499 13 17,046 - 51,805 63,52J
6 1,273 13 1,410 - 16,329 24,263
50 5/\5 - 2,2/\1 - 4,390 5.893
- - - 11,978 - 22,261 22,408
- 235 5.372 ~,806
617 1,142 2.453 4, j6c
2,430 2,430 A B3
489 3, 55p 513 20,353 15,025 76,543 1, m3,78?



ECOIMOMIC—-GUM—FUWGTIOi'JAL CLASSIFIGAT10N OF KARI'MITAKA GOVERInMEimI BUDGETARY EXPEINDITURE

Economic/Furxctional
classification

SlI.
No,

General Services

Socif?l and Gommunity

Services
(i)Education

(ii)Medical Family Welfare,
Public Health, Sanita-
tion and Water Supply

(iii)Housing and Urban
Development
(iv)Social Security
and Welfare
(v)Others
3. Economic Services
(i)Agriculture and
Activities
(if)Industries & Minerals
(ifi)Water and Pov/er
Development

(iv)Transport and

Gommunications
(v)Others

4— Other purposes

Mlied

Total

Gurrent
consum-
ption
expendi’
ture

22,784

33,342
18,464

9,582

284

5,413
1,599
12,369

7,930
2,087

184

645
1,523

68,495

Less

Out
side
sales

7,885

1,768
745

855

66
98
1,928

484
1,027

22

89
.306

11 ,581

Gurrent Expenditure

i“et
current
consump—
tion ex-
penditure

on gene-—
ral debt

14,899 11,058

31,574
17,719

8,727

280
3,347 -
1,501 -
10,441 1

7,446 1
1,060

162

556 .
1,217 -

56,914 11,059

Interest Subsi-

dies

141

138
45

60

29

497

656
298

1,543

3,776

Trans—
fers to
income
account
of hou-—
seholds

8
2,285

16,056
9,353

1,552
11

4,776
364
2,633

1,969
381

80

203

20,974

(Rs. in lalchs)
Transfers Total
to Local current
bodies expendi-
for curr-— ture
ent ope- cols.
rations (5)to(9)
10
28,383
261 48,029
64 27,181
56 10,-35
141 4'ja
8,12
1,869
126 16,678
126 11,198
1,739
242
556
2,963
4,97 4,992
5,379 98,102
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1983-84 (R.E.)

Qr - . /41 4.
S1. Eeonomic/Functiorxal

No* Classification Build—
ings &
other
constr—
uctions

1 2 TT
1. General Services 1,190
2* Social & Community
Services 2,016
(i)Education 136
(it)Medical, Family
Welfare, Public
Health, Sanitation
and Water Supply 681
(iii)Housing & Urban
Development 681
(iv)Social Secui?ity
and Welfare 143
(v)Others 375
5. Economic Services 30,513
(i)Agriculture and
Allied Activities 13,739
{ii)Industries &
Minerals 279

(Jii)Water & Pov/er

Development 11,252

(“iv)Transport and

Communications 5,22'2

(v)Others 21
4# Other purposes -

Total 53,719

Gross capital Invest—
formation’ n ments
Machi ="Ng t
nery & incre— res &
equip— ase in deben-
ment stocks tures
12 13 14
962 -
1,115 166
71 -
*
1,008
14 - s
11 L 165
11 - "1
2,095 1,285 4,613
- )
570 1,285 173
367 2,34*5
[
845 H
307 73S
6 1,354
4,172 1r'285 4,779

nsfers to
in sha— Local
bod—

ibs

15

420
101

299

20
17

13

437

Ji(®vances to ment*
O—ther of m
domes— public

Other * Local
domes— bod”

(Conoid.) m
Capital Expenditure
Capital tra-— Loafts anA‘r Repay-—

OP KARMTAKA GOVERImMi'*T BUDGETARY EXPEIN\IDITURE

lakhs)

Total
capital
expendi”
ture “
Cols*
(11) to
(19)

20

7,045
516G

3,893
1,636

395
605
60,795

18,606
7,510
23,302

6,287
5,090
.2,600,

tic ies ti« debt
sect— ' A~ sect—
ors ‘ o ors
16 n 18 19
- 20,136" 22,359
973 363 N '1,99¢&
154 57 - -
517 124 1,565
50 239 355— - "
63 - 13 -
<89 - ‘m 9
4,101 49— 18,122 3
1,511 2 1,308
781 mm 3,73&
1 2 m 11,205
20
1,787 47 ' 1,875
—-2,600."
5,145 41~

GranS
Total

220}

,?1
50,742

55,074
27,697

14,229 M
2,28

8,547
2,474
77,497

29,804
9,249
23,544

6,843

8,053
7,597,

22,714 20,136,._ 92,799 1,90;90l



ECONOMIC—-CUM—FUNCTIOJtMAL CLASS IFI1CAT10 OF ICA\RMTAK

S1. Economic/Furictional
No. classification

1 2
General Services

2. Social and Community
Services
(i)Education

(ii)Medical, Family v/citare,

Public Health, Sanita-
tion & Water Supply
(ifii)Housing and Urban
Development
(iv)Social Security
and Welfare
(v)Others

3. Economic Services
(i)Agriculture and
Allied Activities
(ii)Industries and Minerals
(iii)Water & Pov/er
Development
(iv)Transport and
Communications
(v)0 thers

4« Other purposes

To tal

Current-—
consum-—
ption
expendi-
ture

26,663

40,3 97
21,349
12,489

513

4,553
1,493

14,778

9,346
2,644

242

705
1,841

81,838

Less
Out
side
sales

8,706

1,907
827

905

67
105

2,073

527
1,094

25

95
352

12,686

1984-85 (B.E)

iVet
current

consump-
tion ex-
penditure

5
17,957

38,490
20,522

11,584
510

4,486
1,388

12,705

8,819
1,550

217

610
1,509

69,152

Interest Subsi-
on gene-
ral debt

13,058

13,058

dies

168

85

60

24

3,803

1,996
380

1,427

4,056

Current Expenditure

Trans-
fers to
income
account
of hou-
seholds

8
2,537

17,310
9,802

1,804
50

5,402
252

3,394

2,677
407
80

230

23,241

Transfers
to Local
bodies
for curr-
ent ope-
rations

9
1

336
71

132

108

150

150

6,297

6,764

GOVERMEIN\IT BUDGETARY EXPEI™DITURE
ins in iL.akne

Total

current

expendi-

ture

cols,

(5)to(9)
~0

35,721

56,201
30,395

13,520
723

9,909

1,649
20,052

13,642
2.337

297

610
3,166

6,297

1,16,271

&G



uiuJ Jbix 1(JATIUTJ)d O KAKFJATAK/. GOVERNMEImI BUDGETARY EXPENDITURE
198~-88 (B.E) (Concld.)
(Rs. in lakhs)

Capital Expenditure

Gross capital Invest— Capital tra— Loans and Repay— Total Grand'
S1. Economic/Functional ~ formation ments nsfers to Advances to ment capital ~otal
No. Classification Build— Machi— Net in sha— Local Other Local Other of expendi— Cols—
ings & nery & incre— res & bod— dotaas— bod- domes— public ture (10)-f
other equip— ase iIn deben-— jes tic ies tic debt cols, (20)
constr— ment stocks tures sect- sect— (11)to
actions ors ors (19)

1 11 12 13 u 15 16 17 18 19 20 21
1. General Services 1,941 1,164 76 _ 19 219 22.400 56 121
2. Social & Community

Services 2,895 1,245 125 412 1,288 2n4 955 7.170 65 371
(i)Education 221 56 111 452 56 ’
(ii)Medical, Family 896 31,291
V/elfare, Public
Health, Sanitation
& V/ater Supply 1,224 1,151 - 2 - 310 15 m 881 - 3 583 17.103
(iii)Housing & Urban ’ ’
Development 971 11 . — 299 50 _ _
(iv)Social Security 239 1,570 2,298
and Welfare 245 15 120 1
13 8 402
(v)0 thers 254 10 - 1 1 463 10 - 719 18’2613}3
5* Economic Services 56,551 1,970 1,368 2 987 38 5 434 236 3 ’
(iYAgriculture & ! ! 14,339 62,903 82,955
Allied Activities 15,778 646 1.348 197 236 _
(ii)Industries & ’ 13 1771 olt 20,900 34,542
(iii)Water & Pov/er 25 1,765 B 3,658 5,995
Development 14,112 765 20 .
(iv)Transport and 3 9,560 - 24,460 24,757
Communications 6.269 416 950 10 —
, 7,645 ,
. é;’?} Others 43 9 1,236 2,849 2,103 - 6.240 89,332
> er purposos
purp 3,349 - 3,349 9,646

41,367 4,377 1,368 3,110 450 6,798 490 18,643 19,219 95,822 2,12,093
*D/—



