RESPONSE TO UNION BUDGET 2005-06

State Intervention in Favour of the Poor: Decisive or Disappointing?

Union Budget for 2005-06, UPA Government’s first Budget for a full year, has drawn
significant attention from many quarters. While people with stakes in the stock markets,
financial services sector and certain sections of the industry have been waiting to see the
extent to which Mr. P. Chidambaram gives a push to economic reforms in the Budget, a
majority including political parties, civil society organizations, grassroots activists,
academicians and above all, common people, have been waiting to witness the UPA
Government fulfil its promises made in the National Common Minimum Programme.
“The NCMP leans towards decisive intervention by the state in favour of the poor,” said
the Finance Minister in his Budget speech. In order to find out whether state
intervention in favour of the poor, as envisaged in this Budget, is decisive or
disappointing, one needs to read the fine print of the Budget rather than judge the speech
delivered by Mr. Chidambaram. And, this is what we attempt to do in the following
sections of this Response to the Union Budget 2005-06.

1. Resource Mobilisation

The Finance Minister proposes an increase in the Gross Budgetary Support for Plan
outlay on rural development, health and education (priority areas outlined in the
National Common Minimum Programme) by Rs. 25,000 Crore. Though it is only half of
the additional Rs. 50,000 Crore demanded for by the Left Parties (as also several other
progressive sections), it is an appreciable step from the Finance Minister.

However, the tax revenue estimates for 2005-06, as presented in the Budget, seem to
be too optimistic.c. The UPA Government, like its predecessor, has adhered to
conservative fiscal thinking, which has been legalized in the form of the Fiscal
Responsibility and Budget Management (FRBM) Act. Now, the FRBM Act (through the
targets of revenue and fiscal deficits documented in it) has imposed a one-one
relationship between revenue and expenditure of the Government. As a result if the
expectations of the Government on the revenue side are not realized, the Government will
be forced to curtail its expenditure, and in that situation most vulnerable to cuts would be
social sector expenditures. Therefore, it is important to highlight the fact that all the
allocations or expenditure proposals made in this Budget, especially those in the
social sector, need to be assessed keeping in mind the fact that the Finance Minister
expects a massive 20 % increase (to the tune of Rs. 54,000 Crore) in Gross Tax
Revenue in the coming fiscal. While the Gross Tax Revenue of the Central Government
(including the States’ share) for 2004-05 has been shown to be at Rs. 3,06,020 Crore (in
the Revised Estimates), that for 2005-06 has been estimated to reach Rs. 3,70,024 Crore.
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e I[fthe tax revenue estimates of Budget 2005-06 get realized, Direct Taxes collected
by the Union Government would stand at roughly 5 % of the estimated GDP, up from
4.3 % of GDP in 2004-05 (see Table 1.1 in the Appendix). As regards the gross
Indirect Taxes collected by the Union Government (including the States’ share),
while the Revised Estimates for 2004-05 put the amount at roughly 5.5 % of GDP,
the Budget Estimates for 2005-06 put the same at 5.4 % of the estimated GDP. The
increasing proportion of direct taxes in total tax revenue of the Government marks a
gradual improvement towards a more progressive tax regime in the country.

e Introduction of Fringe Benefits Tax in this Budget is a positive development.
Similarly, the proposal to levy a 2 % duty on branded jewellery and 8 % duty on
mosaic tiles mark some of the welcome indirect tax proposals of the Budget. Also, the
proposed setting up of Large Taxpayer Units (LTUs) in major cities and Help Centres
for smaller taxpayers can be expected to prove effective in facilitating greater tax
collection by the Government.

However, on many counts the tax proposals of the Finance Minister leave us
disappointed when we take into account the acute need today for generating greater
tax revenue from the well-heeled sections of the population.

e [t is noteworthy that the Finance Minister had estimated for a Gross Tax Revenue

of roughly Rs. 3,18,000 Crore in the Budget Estimates of 2004-05, which has come
down to Rs. 3,06,000 Crore in the Revised Estimates. This shortfall of Rs. 12,000
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Crore could widen further in the actual collections. For the coming fiscal year, i.e.,
2005-06, the Finance Minister expects the additional tax revenue of Rs. 54,000
Crore to come mainly from two sources, which are a whopping 34 % increase in
Corporation Tax Revenue (i.e., from Rs. 83,000 Crore in RE 2004-05 to Rs.
1,10,573 Crore in BE 2005-06) and a 21 % increase in the Revenue from Union
Excise Duties (i.e., from Rs. 1,00,720 Crore in RE 2004-05 to Rs. 1,21,533 Crore in
BE 2005-06). And, when we look at the figures of tax collection in 2004-05 (i.e.,
BE and RE), it is these two taxes where the shortfall in revenue is prominent.
The Corporation Tax Revenue shows a shortfall (in comparison to the Budget
Estimate) of Rs. 5,000 Crore and Union Excise Duties register a shortfall of Rs. 9,000
Crore. Thus, it seems highly improbable that the Government will be able to collect
the significantly higher amount of tax revenue in the coming fiscal, which it has
projected.

e Given the fact that fax-GDP ratio of the Union Government, as per RE 2004-05

figures, is still at 9.8 %, one of the lowest in the world, and income inequality in
the country has aggravated over the last decade, the substantial relief in income taxes
given to the salaried class, and especially those who earn higher incomes, was not at
all necessary. In fact, it has been argued that the Finance Minister has provided more
relief to those in the higher income bracket. While people with an annual income of
Rs. 1.5 lakh stand to gain a tax relief of Rs. 14,000 than before, those earning over
Rs. 10 lakh in a year will benefit by Rs. 45,000 from the concessions. Thus, among
the salaried tax paying class, the proposals of this Budget will lead to a more
regressive tax structure.

e The reduction in overall corporate income tax rates on domestic companies
again disappoints all who have been arguing for the Government taxing the rich to a
greater extent. In fact, had the Government adopted a pro-poor approach, it would
have raised personal income tax rates for people earning higher incomes (say, more
than Rs. 4 lakh per annum) to the earlier existing level of corporate taxes, but the
UPA Government has done just the opposite- it has brought down corporate income
tax rates.

e In the domain of indirect taxes, the substantial exemptions in service taxes,
reductions in customs duties on capital goods imports, and the lowering of the peak
rate of customs duties for non-agricultural products could fail the attempt of the
Finance Minister to generate greater tax revenue in the coming fiscal.

e The negligible hike in Securities Transaction Tax (from 0.015 % to 0.02 %)
shows the lack of political will on the part of the UPA Government to attempt
for curbing speculative trading and simultaneously generating more resources.
Also, the Finance Minister has chosen not to tax the trading in derivatives, though his
argument that derivatives trading should not be treated as speculative trading has not
convinced many. In fact, one of the most visible lacunae of the Budget 2005-06 is
that it does not have any measure aimed at checking the inflow of hot money into
the economy.
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As regards the measures to cut down the size of the black economy, the proposals

made by the Finance Minister seem to be weak. Interestingly, one of the proposals,
i.e., a tax of 0.1 % on withdrawal of cash of over Rs. 10,000 in a single day, could be
taken back very soon. Similarly, the Finance Minister has not put forward any strong
measure to improve significantly tax compliance in the country.

Chart 2
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Revenue Deficit = Total Revenue Expenditure of the Government — Total Revenue Receipts of the
Government, in a year.

Gross Fiscal Deficit (Fiscal Deficit is the abbreviated term) = Total Expenditure of the
Government including revenue expenditure, capital expenditure and loans net of repayments —
Total of non-debt-creating receipts of the Government, in a year. (Gross Fiscal Deficit represents
the borrowing required to be made by the Government in a year)

Gross Primary Deficit (Primary Deficit is the abbreviation) = Gross Fiscal Deficit — Interest
Payments

Revenue Expenditure, broadly speaking, refers to all kinds of Government expenditure which have
no effect on the assets or liabilities of the Government.

Capital Expenditure is that kind of Government expenditure, which either leads to the creation of
assets or reduction of Government’s liabilities.

The projected deficits for the year 2005-06 (see Table 1.3) put the fiscal deficit of the
Union Government at 4.3 % of the estimated GDP, reduced from 4.6 % of GDP in 2004-
05. The Finance Minister has impressed many with this ‘feat’ of being able to reduce
the fiscal deficit while he has raised Government spending on social sector as well as
rural development. But this ‘feat’ in reality has come at a cost, and the cost will have
to be borne by the States, in particular the poorer States.
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e The Finance Minister has accepted the proposals of the Twelfth Finance
Commission and raised the Grants-in-aid to the States by a substantial amount.
However, at the same time, the Central Government has completely stopped loans
meant for financing the Annual Plans of States, and left an amount of Rs. 29,003
Crore to be raised by the States from the market. As a result of the complete
discontinuation of Central loans for Annual Plans of States, in this Budget, Centre’s
Direct Assistance for State and UT Plans have come down drastically from Rs.
54,858 Crore in the Revised Estimate (RE) for 2004-05 to Rs. 33,112 in the
Budget Estimate (BE) for 2005-06.

e This step (of discontinuation of loans to States) has enabled the Finance Minister
project a smaller figure for the fiscal deficit of the Union Government for 2005-06, as
its capital expenditure registers a marked decline in the estimates for 2005-06.
Though in the past, when the Debt Swap Scheme was being chalked out, some of the
States had argued for greater access to market borrowings, the complete withdrawal
of Central loans for Annual Plans of the States now along with the removal of lower
and upper bounds to the Statutory Liquidity Ratio for commercial banks could
spell disaster for the poorer States. Because, with the removal of SLR requirements,
the banks will not be bound to hold State Government securities, and hence only
those States who have better financial health will be able to borrow from the
banks in any significant amount. This could lead to a crisis for the backward
States.

e We must note that this stated loan amount of Rs. 29,003 Crore, if given to the
States, will go towards financing their Annual Plans. But the Centre is leaving the
implementation of the Plans in States on market forces for the sake of showing a
smaller figure for its fiscal deficit. It is but obvious that debt liability of the States,
and hence that of the country as a whole, does not reduce by this step. But those
obsessed with showing a reduction in fiscal deficit of the Union Government must be

very happy.
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Chart 3
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With regard to the composition of Union Government expenditure, which of course has
been rising over the years, we can see that Non Plan Expenditure far outweighs Plan
Expenditure and Revenue Expenditure completely overshadows Capital Expenditure.
This kind of composition of Government expenditure in India has added strength to the
arguments in favour of reducing the fiscal deficit (or reducing Government borrowing) by
reducing expenditure, put forward by the advocates of conservative fiscal thinking. There
are three most visible expenditures which account for the rising proportions of Non Plan
Expenditure as well as that of Revenue Expenditure.

e Union Government’s expenditure on Interest Payments and Debt Servicing as a
proportion of Total Expenditure is at a very high level of 26 %, as per BE 2005-06
(see Table 1.7). However, as regards interest rates, the policy of the Governments at
the Centre, over the last decade, has been that of satisfying the needs of global
finance capital by maintaining relatively high interest rates. Therefore, fiscal deficit
or Government expenditure alone should not be blamed for this, especially when the
Governments have shown no significant will to generate greater revenues by taxing
the rich.

e Perhaps the most attacked (by the advocates of market fundamentalism in
economic policy) has been Government expenditure on Subsidies. We find that, at
constant (1993-94) prices, Union Government’s expenditure on Subsidies has
reduced to Rs. 24,190 Crore in BE 2005-06 from a level of Rs. 26,119.8 Crore in
2002-03. In this context, it is pertinent to note that when the Government itself has
been very sceptical about the actual outcomes of its various developmental schemes
(in terms of benefits accruing to the poor), Subsidies probably form the only
channel where each rupee spent by the Government on poor benefits the poor.
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Also, in the domain of subsidies, given that a large majority of the population is
poor, a policy of inclusion of the undeserving should be preferred over one that
excludes even the deserving from the umbrella of social security.

e The third item that accounts for a large share of Union Government expenditure is

that on Defence. As shown in Table 1.7 (in the Appendix), the expenditure on
Defence as a proportion of the Total Expenditure of the Union Government has
risen from 12.7 % in 2003-04 to 16.1 % in BE 2005-06. In view of the acute need
for substantially higher expenditure on social sectors and agriculture, the resource
constraints of the Government, and the recent strides made in the Indo-Pak peace
process, it was highly desirable that the allocations for Defence be reduced in
2005-06. However, the FINANCE MINISTER has chosen to raise the same by
almost Rs. 6000 Crore than the Revised figures for 2004-05.

2. Rural Employment Generation and Poverty Alleviation

On December 21% 2004, the Ministry of Rural Development placed the long awaited
National Rural Employment Guarantee Bill in the Parliament. In the Budget 2005-06,
the Finance Minister has almost doubled the allocations to touch Rs. 9000 crore.
However, it is worthwhile to mention here that during 2004-05, the FINANCE
MINISTER had reduced the allocation from Rs. 9639.9 crore in 2003-04 (RE) to Rs
4590 crore in 2004-05 BE.

e Expenditure on Rural Employment has remained stagnant, and even declined in
some years, for the period 1995-2001. The trend starts getting reversed after 2002
(See Chart below). However the high public expenditure on rural employment in
2002 and 2003 did not reflect any changed policy stance of the Government vis-a-vis
employment generation. The Government was forced to make high allocations on
employment generation because of the severe drought in these two years. Last year
after the UPA received a pro poor mandate in the General Elections, the Prime
Minister announced a Food for Work programme in 150 poorest districts of the
country, for which only a paltry sum of Rs. 1818 crore was allocated in the budget.
This year, in a welcome move, the allocations on food for work programme have
been increased to Rs 5400 crore.
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Chart 4- Trend in Union Government’s Allocation for Rural Employment
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e However these Rs. 5400 crore will only cover the cost of cash component of this
programme. Foodgrain requirement of this program is estimated at 50 Lakh Tonnes.
In the Finance Minister’s own words, this will cost the Government another Rs. 5600
crore. However this amount has not been included in the budget estimates on Food
for Work programme. Perhaps, the Government will simply require the FCI to release
these 50 Lakh tonnes of foodgrains. Since the cost of foodgrain component has to be
borne by the Government, this cost should have been included in the budget
estimates. Not including expenditure, that Government is going to incur, in the budget
estimates, clearly goes against all norms of transparent functioning.

e The total amount allocated for food for work programme (which will be
converted into EGS once the bill is passed) is far too short of the requirements of
a universal EGS. Clearly, the FINANCE MINISTER is interested in getting the
Employment Guarantee Bill passed in its present diluted form.

e Ministry of Rural Development has been implementing two flagship programmes
for the last five years- Sampoorna Gramin Rozgar Yojana (SGRY) for creating wage
employment opportunities and providing food security along with creation of
community assets, and Swarnajayanti Gram Swarozgar Yojana (SGSY) for providing
self-employment opportunities to rural BPL households. The Budget 2005-06
proposes for a reduction in the allocations for both the programmes, from Rs. 4590
Crore in BE 2004-05 to Rs. 3600 for SGRY (a 20 % cut) and from Rs. 900 Crore in
RE 2004-05 to Rs. 862 Crore for SGSY. Also, the foodgrains component for SGRY
is nil. Additional funding for National Food for Work Programme (at least
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partly) at the cost of reduced funds for SGRY and SGSY does not speak highly
of the intention of the UPA Government to honour the promises made in NCMP.

Rural Infrastructure Development

e The Finance Minister in his speech announced an increase in expenditure on Rural
Housing (Indira Awas Yojana) by Rs. 250 Crore in 2005-06. However, this increase
is over the budget estimate of 2004-05. When compared with the revised estimates
of 2004-05, there is a decline in expenditure on Rural Housing by Rs. 120 Crore.

e A proposal has been made to contribute Rs. 1200 Crores towards Universal
Service Obligation with the objective of providing telephone facilities in the rural
areas. However, this allocation is same as the revised estimates for the year 2004-05.

e In order to connect villages by all-weather roads, the Finance Minister has
proposed an additional Budgetary Support to the tune of Rs. 1600 crores
(Expenditure Budget Volume 2, Demand No. 79) under the Prime Minister’s Gram
Sadak Yojana. However, in Government’s own admission an amount of Rs. 79,000
Crore is required to connect all the villages by all-weather roads by the end of Tenth
Plan. Compared with this huge requirement, the amount allocated in this direction
seems grossly inadequate.

e The expenditure (Budget Estimates) on National Highway Development Project
has gone up from Rs. 4771.49 Crore in 2004-05 to Rs. 6221.04 Crore in 2005-06
(Expenditure Budget Volume 2). The Government has also imposed an additional
cess of 50 paise per litre on petrol and diesel for development of highways.
Considering the high inflationary potential of this cess, and the argument that the
funds for National Highway Development Project are already sufficient, this may not
be a wise move.

e The Finance Minister has announced a massive Programme for Rural
Electrification beginning in 2005-06, which will cover 1.25 lakh villages in 5 years.
For this purpose, he has provided Rs. 1100 Crore. However, in Annexure 3.3 of
Expenditure Budget Volume 1, under the broad category of Central Assistance for
State Plans, the allocations for Rural Electrification for the years 2004-05 and 2005-
06 are nil. We wonder if the arrangements in this case too are going to be made in
such a way that fiscal deficit of the Union Government does not go up but the cost of
expenditure is borne by some other agency!
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3. Agriculture

Table 1: Gross Capital Formation in Agriculture in India

Year Percent (%) Share in Gross Capital Formation in Investment in
Agriculture Agriculture as % of

Private Public GDP

1990-91 70.4 29.6 1.92
1995-96 69.1 30.9 1.57
1996-97 71.1 28.9 1.51
1997-98 75.0 25.0 1.43
1998-99 74.0 26.0 1.26
1999-00 75.6 24.4 1.37
2000-01 76.8 23.2 1.28
2001-02 71.1 28.9 1.24
2002-03 76.1 23.9 1.27
2003-04* 74.4 25.6 1.31

Source: Economic Survey 2004-05, Government of India

One of the most worrying outcomes of the growth strategy adopted by the Central
Governments over the last decade and a half has been the stagnation of Indian
agriculture. Agriculture, which supports a huge 57 % of the country’s population, now
generates only 21 % of the country’s GDP. The main reason behind the stagnation of this
sector could be traced in the decline in public investment in agriculture. As can be seen
from table 1, the total investment in agriculture as a proportion of GDP has declined
from 1.92 % in 1990-91 to 1.31 % in 2003-04. During the same period, the share of
public expenditure in gross capital formation in agriculture has fallen from 29.6 %
to 25.6 %.

e The Union Government expenditure on Agriculture & Allied Activities is projected
to go up in 2005-06 from RE 2004-05 level of Rs. 6,105 Crore to Rs. 8,053 Crore. At
constant (1993-94) prices, this expenditure will be up from Rs. 3235.7 Crore in RE
2004-05 to Rs. 4107 Crore in 2005-06 (see Table 3.1). Even at this increased level,
Union Government expenditure on agriculture and allied activities is grossly
insufficient, and the UPA Government should have made a quantum increase in the
same to revive Indian agriculture. As shown in Chart 5 below, Union Government’s
expenditure on Defence has gone up substantially in the last ten years, where as
that on agriculture and allied activities has stagnated at a very low level. Even
Budget 2005-06 proposes a Rs. 6,000 crore rise in defence spending, much higher
than the increase proposed for agriculture and allied activities.
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¢ The Finance Minister has chosen not to provide adequate tariff protection to
the agriculture sector, and on the other hand put forward an agenda for
diversification of agricultural production away from foodgrains to non-
foodgrains, especially horticultural products. This strategy goes against the
objective of ensuring food security. It has been strongly argued that the current
excess foodstocks in the godowns of FCI are a result of severe demand constraint in
the economy, in particular from the rural population. Once these excess stocks are
utilized, say because of a food for work programme, the illusion of excess production
of foodgrains will be dispelled.

Table 2: Irrigated Area in India (1995-96 to 2000-01)

Year Net Sown Area Net Irrigated Area Net Irrigated Area as

(in ‘000 Hectares) (in ‘000 Hectares) % of Net Sown Area
1995-96 142197 53402 37.55
1996-97 142813 55049 38.55
1997-98 142083 54985 38.70
1998-99 142600 57053 40.01
1999-00 141104 56761 40.23
2000-01 141101 54682 38.75

Source: www.indiastat.com
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e The Finance Minister, in his speech, highlighted the need for reviving agriculture
and outlined the importance of a substantial improvement in irrigation coverage for
this purpose. Though it is mainly a State subject, in view of the growing financial
crisis of the States as well as the growing crisis in Indian agriculture, the Central
Government needs to invest substantially for expanding irrigation coverage. As can
be seen in table 2 above, as of 2000-01, Net Irrigated Area in the country was only
38.75 % of the Net Sown Area. Notwithstanding his declared objective of bringing an
additional One Crore Hectares of land under assured irrigation, the Finance Minister
has not increased the allocations for Major and Medium Irrigation [a sum total
of major heads of account 2701-revenue, 4701-capital and 6701-loan] or Minor
Irrigation [total of major heads 2702 and 4702] in real terms in the Budget
Estimates for 2005-06. The total allocation for Major and Medium Irrigation, which
was Rs. 188 Crore in BE 2004-05, stands at Rs. 191 Crore only. And, that on Minor
Irrigation shows in 2005-06 a small increase of Rs. 8 Crore over the BE 2004-05
figure of Rs. 107 Crore.

Chart 6
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e The Finance Minister, in his speech, emphasized the need for improving
Agricultural Marketing Infrastructure, and proposed a new scheme called
Development/Strengthening of Agricultural Marketing Infrastructure, Grading and
Standardization. Also, the possibility of a futures market for trade in agricultural
commodities has thrilled many economists in the country. But unfortunately, the
capital outlay on Agriculture and Allied Activities records a meagre increase
from Rs. 79 Crore in RE 2004-05 to Rs. 83 Crore in 2005-06, within which the
capital outlay on Food Storage and Warehousing [major head of account 4408]
has been raised only_marginally from Rs. 41 Crore in RE 2004-05 to Rs. 49
Crore in 2005-06. In fact, if we take into account an inflation of 5 to 6 %, the capital
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outlay on Agriculture and Allied Activities would fall in 2005-06 even from the very
low levels of last year.

4. Education

The overall allocation made by the Union Government on education, at constant (1993-
94) prices, has increased from Rs. 1927 crore during 1994-95 to Rs. 6412.5 crore during
2004-05 (RE). This year, it is budgeted at Rs. 7538 crore (at 1993-94 prices). One may
view this as a positive step towards recognising education as a crucial sector. However, in
no way the increase in allocation is significant when one considers the glaring
educational backwardness of India and the level of expenditure the sector deserves.

e The real capital allocation on education is Rs. 36.18 crore for the fiscal 2005-06.
This i1s grossly inadequate to meet the requirements of capacity creation in the
educational sector in India. It is almost one sixth of the actual real capital expenditure
incurred (Rs. 197.59 crore) on education during 1994-95. (See Table-4.1)

e Allocation for different sectors of education as a proportion of total budgetary
allocation shows a clear positive tilt of Government’s emphasis towards elementary
education (see Table- 4.2). However, over the years the Governments have been
apathetic towards secondary and higher education and the present Budget is no
exception to it. The share of secondary, higher and technical education in total
budgetary allocation for the year 2005-06 is much less than that during the years ruled
by the previous NDA coalition.

e While increase in the share of the social sector in total budgetary allocation has
been significant in the Budget 2005-06, the increase in the share of education has not
been that significant. (See Chart below).

Chart 7- Union Government’s Expenditure on Social Sector and Education as
Proportion of Total Budget Expenditure
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e The share of education in total allocations of the Union Government for social
services has declined from around 30 % during 2002-03 to around 27 % in the present
Budget. (See Chart below) This has happened at a time when the Government in its
NCMP had promised to raise the budgetary allocation for education to at least 6 % of
GDP in a phased manner.

Chart 8- Share of Education in Total Allocation for Social Services
(by the Union Government)
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e In the last fiscal year, the Government had introduced a cess on all kinds of taxes
to be earmarked exclusively for education. As the proceeds from this cess, the
estimated revenue generated is around Rs. 5010 crore during 2004-05 (RE) and the
same is expected to be Rs. 6975 crore during 2005-06. These amount to around Rs.
12,000 crore in total, earmarked for universalisation of education. Over the period of
two years, 2004-05 and 2005-06, the entire amount of Rs. 12,000 Crore should be
spent on education, in excess of the prevailing level of Union Government spending
on education. In the last year’s Budget, the Government did not raise the total
allocation on education even by a single rupee compared to the Interim Budget of
February 2004. This year, the Government has increased the allocation on education
only by around Rs. 4264 crore over last year’s Budget. Where has the balance Rs.
7721 crore gone? It is quite unfortunate that the Government despite collecting a
substantial amount of money from the common public for raising the expenditure on
education is not putting all of that money towards increasing the allocations for
education.

e Since 1999-00, the Union Government has till now allocated around Rs. 16,467
crore for Sarva Shiksha Abhiyan (SSA), the only comprehensive scheme for
universalisation of elementary education. As per the estimates of the Tapas Majumdar
Committee on Universalisation of Elementary Education, by now, the Government
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was required to spend around Rs. 84,104 crore for this purpose. This shows an
astoundingly huge gap of around Rs. 67641 crore in the level of spending that was
required and the amount that has been spent.

5. Health and Family Welfare

Access of our “aam admi” to primary healthcare has been a major issue since long and
there has been a widely acknowledged concern even within the Government in this
regard. Our healthcare system is one of the most privatised systems in world. Total public
expenditure on health in India accounts for only 17 % of the total spending on this sector
and in terms of percent of GDP it stands at 0.87 %. Out of the many pro-poor promises,
the NCMP sought to increase public spending on health to at least 2-3% of GDP over the
next five years, with focus on primary healthcare. It further said that a national scheme
for health insurance for poor families would be introduced and the UPA Government
would take all steps to ensure availability of life-saving drugs at reasonable prices.

e Given the bad shape of state finances, the responsibility of meeting the target set
for expenditure on health in NCMP lies predominantly with the Central Government.
An additional allocation of Rs. 5,600 crore (for a total public expenditure of 2 %
of GDP by 2009) to Rs. 11,200 crore (for a total public expenditure of 3 % of
GDP by 2009) is needed annually over the next five years to reach the level of
spending promised in the NCMP. Although, the allocations in the current financial
year (2004-05) and the estimates for the ensuing year (2005-06) have been increased
significantly, which is a welcome step, they are still far below the requirements of the
levels promised in NCMP. Total Expenditure of the Union Government on Health
and Family Welfare is projected to go up from Rs. 7,900 Crore in RE 2004-05 to Rs.
9,697 Crore in BE 2005-06. Thus, as against the NCMP mandated increase in
allocations to Health and Family Welfare to the tune of Rs. 5600 Crore, the
allocations actually increased lag far behind. Nonetheless, the allocations have been
increased by roughly Rs. 1800 Crore, which is a move in the positive direction.

e It is worthwhile to emphasize here that we have made significant strides in terms
of major health indicators over the past two and a half decades (see Table 5.2). As the
public expenditure on health has remained very low in respect of most indicators, this
development can be attributed, among other things, to the existence of a liberal Patent
Regime, which facilitated cheap availability of drugs to common people. However,
the country still continues to lag behind several other countries in the region. The
following two tables paint a clear picture in this regard.
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Table 3: India’s Global Position in terms of Major Health Indicators

Country Life Under-five mortality | Infant mortality | Maternal mortality
Expectancy at | rate (per 1000 live | rate (per 1000 | ratio (per 100000
birth (years) births) live births) live births)
2000-05 1990 2002 1990 2002 | 2000

China 71 49 39 38 31 56

India 64 123 93 80 67 540

Nepal 60 145 91 100 66 740

Pakistan 61 128 107 96 83 500

Sri Lanka 72 23 19 19 17 92

Bangladesh 61 144 77 96 51 380

South Asia 63 126 95 84 69 NA

NA: Not Available
Source: Economic Survey 2004-05, Table 10.10.

e The Tenth Plan has also set targets in this regard. It hopes to reduce Infant

Centre for Budget and Governance Accountability

Mortality Rate to 45 per 1000 by 2007 and by 2012 the target has been set at 28 per
1000 live births. Another target set by the Tenth Plan pertains to Maternal Mortality
Rate (MMR), where it has hoped to bring down MMR to 2 per 1000 live births by
2007 and by 2012, the same is to be brought down to the level of 1 per 1000 live
births. Given the huge gaps between the set targets and the existing scenario, decisive
intervention by the Government in this sector will be very crucial for the welfare of
the poor people. Also, now that we have adopted a restrictive Patent Regime in the
country, we need to increase public spending on health even further so that through
public research and innovations along with increased domestic patenting activity, we
shall be able to provide cheap drugs to common people.

e To this end, the announcement by the Finance Minister regarding National Rural
Health Mission (NRHM) to be launched in the financial year 2005-06 is a
welcome move. In Finance Minister’s own words “its focus will be strengthening
primary health care through grass root level public health interventions based on
community ownership”. The increase in the allocations to Health and Family Welfare
Ministry, as noted earlier, “will finance the NRHM and its components like training
of health volunteers, providing more medicines and strengthening the primary and
community health centre system”. The next step for the government would be to spell
out a comprehensive policy in this regard. The Government should ensure that it is
properly implemented and allocations are increased progressively over the
period to make this scheme worthwhile. In this context, the proposal to increase
the excise duty rate on cigarettes by about 10% and the imposition of a
surcharge of 10% on ad valorem duties on other tobacco products, and use the
proceeds for financing NRHM, on the lines of education cess, is a welcome move.
The Proposed surcharge on pan masala and tobacco products is expected to generate
revenue of Rs. 700 crore (Receipts Budget, 2005-06).
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e Another significant development in this sector is that work on the six AIIMS-like

institutions will start in 2005-06 to augment medical education in deficient States. Rs.
280 Crore has been provided for this purpose under the Pradhan Mantri Swasthya
Suraksha Yojana, (Expenditure Budget Volume 2), which also includes provision for
various medical hospitals-cum-research institutes and medical councils. The
combined allocations stood at Rs. 78 Crore in the revised estimates of current year,
which has been raised substantially to Rs 280 Crore in the ensuing year. Thus, about
Rs. 200 Crore of Plan Outlay would go towards setting up the six AIIMS-like
institutions.

e As highlighted in the Economic Survey 2004-05, we have to address the problems

arising out of the prevalence of T.B. and HIV/AIDS. Annually, around 4.17 lakh
people in the country die every year because of T.B. and around 51 lakh people were
living with HIV/AIDS by the end of 2003. Almost 1 out of every 100 adults (age
group15-49) suffers from HIV/AIDS. The Government has responded positively to
these concerns and raised the plan allocation (budget estimate) for National AIDS
control organisation from Rs. 232 Crores in 2004-05 to Rs. 476.5 Crore in 2005-06
(Expenditure Budget Volume 2). T.B. control programmes have registered an
increase in budget estimates from Rs. 115 Crore in 2004-05 to Rs. 166.4 Crore
(Expenditure Budget Volume 2).

6. Socially Marginalised Groups

The Finance Minister, in his Budget speech, explicitly stated the goal to bring scheduled
castes and scheduled tribes into the development process. He claims that through the
programmes of various Ministries/Departments of his Government, a sum of Rs. 6,253
crore will be spent for the development of SCs and STs. The proposal of providing Rajiv
Gandhi National Fellowship to two thousand SC and ST students for pursuing M. Phil
and Ph.D. courses in selected universities is a welcome step. However, this provision has
not been clearly mentioned in the budget documents.

The total budgetary allocation for the specific purpose of welfare of Scheduled Castes,
Scheduled Tribes and Other Backward Classes has been increased from Rs 1,415 Crore
in 2004-05 to Rs 1,533.7 Crore in 2005-06. Though Budget 2005-06 witnesses a better
deal for the socially marginalized groups than before, the allocations are not adequate to
bring about any significant improvement in the socio-economic conditions of such
groups.

e The plan budgetary allocation of the Union Government for the welfare of SCs,
STs and OBCs has declined even in absolute terms from Rs 1602.18 crore in 1998-
99 to Rs 1533.7 crore in 2005-06 (see Table 6.1).

e The plan budgetary allocation for the welfare of SCs, STs and OBCs as a
proportion of total plan expenditure has declined from 2.23 per cent in 1998-99 to
1.07 percent in 2005-06.
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e The overall budgetary allocation (plan and non-plan) for the welfare of SCs, STs
and OBCs as a proportion of total budgetary expenditure has declined from 0.62
percent in 1998-99 to 0.30 percent in 2004-05. This has increased to 0.43 percent in
2005-06. Even this marginal increase is well below the 1998-99 figure.

e The per capita budgetary allocation for the welfare of the Schedule Castes was just
Rs 42.50 in 2000-01. This has increased to just Rs 52.50 in 2005-06 (see Table-6.2).
e The above picture is even worse if we take into account real per capita budgetary
allocation (at 1993-94 prices) for the welfare of Scheduled castes. The real per capita
budgetary allocation for the welfare of SCs has declined from Rs 27.25 in 2000-01 to

Rs 26.85 in 2005-06.

Table-4: Per Capita budgetary allocation of the Union Government
for the Welfare of Scheduled Castes

Year Per Capita*® Allocation| Per Capita* Allocation on SCs at

on SCs constant (1993-94) prices
(in Rs) (in Rs)

2000-01(RE) 42.58 27.25

2001-02(RE) 43.42 26.92

2002-03(RE) 43.39 26.03

2003-04(RE) 44.12 25.15

2004-05(RE) 45.40 24.06

2005-06(BE) 52.65 26.85

Source: Expenditure Budget, Vol-2, Union Budget for various years

7. Welfare of Women and Children

Introduction of Gender Budgeting in Union Budget of India is a welcome initiative.
However, the very short period of two months given to the Ministries/Departments for
making an analysis of the gender-sensitivity of their demands (or expenditure proposals)
and specific schemes for women was grossly inadequate for a crucial exercise like gender
budgeting. We can hope that this beginning in the correct direction will be consolidated
in the next budget making process.

It is evident from Table- 7.1 (Appendix) that the budgetary allocation for the welfare of
the Women and Children as a proportion of Total Expenditure has increased only
marginally from around 0.44 per cent in 1996-97 to 0.51 per cent in 2004-05. This year’s
Budget projects a noticeable rise in the allocations for the welfare of Women & Children.
The budgetary allocation as a proportion of total Plan and Non-Plan expenditure for the
welfare of the Women & Child Development is projected to increase from 0.51 per cent
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in 2004-05 to 1.048 per cent in 2005-06. This is a welcome move in allocating resources
towards women and children. However, it has been estimated that the population of the
country’s Women and Children (below 14 years of age) taken together would be 66.35
crore in 2005-06. Thus the total budgetary allocation of Rs 3931.11 crore is far from
adequate for the welfare of women and children.

Gender Budget was mentioned for the first time in the Budget Speech of 2000-01. It is to
be noticed that the National Development Council adopted “Empowerment of Women”
as specific objective of the Tenth Five Year Plan. Inclusion of Gender Budget in the
mainstream budget is important keeping in mind the declining sex ratio and accentuating
gender biases in the male-dominated society. This year the Finance Minister has
introduced a separate statement highlighting the gender sensitivities of the budgetary
allocations under 10 demands for grants. The Department Of Women And Child
Development is the nodal agency to accomplish the task of sensitising all the Ministries
for gender budgeting.

The total budgetary allocation for Gender Budgeting is Rs 14,379 crore. However, total
Gender budgetary allocation as a proportion of Total Expenditure of the Union
Government projected for 2005-06 (Rs. 5,14,344 Crore) is only 2.8 per cent. The
exercise of determining gender sensitive budgetary allocations under various
Ministries/Departments shows that the Government has mainly focused gender sensitive
budgetary allocations to the Department of Family Welfare, Department of Women and
Child Development and the Department of Drinking Water Supply (see Table-5). We
find that gender sensitive budgetary allocations are grossly inadequate in the Department
of Elementary Education and Literacy, Department of Secondary and Higher Education
and Ministry of Labour and Employment (which is meant for improving the working
conditions of Child/Women Labour).

e The gender budgetary allocation on elementary education and literacy for girl child is
just 2.03 per cent of total allocations for Department of Elementary Education and
Literacy.

e The gender budgetary allocation for improving the working conditions of
Child/Women Labour (Demand No.61) has been only 10.49 per cent of the total
allocations for Ministry of Labour and Employment.

e The gender budgetary allocation is very little in the Ministry of Social Justice and
Empowerment which is just 4.08 per cent of the total allocations.

e The gender budgetary allocation in the Department of Rural Development for
Swarnjayanti Gram Swarozgar Yojana and Sampoorna Gramin Rojgar Yojana is only
7.76 per cent.
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Table 5: Share of Gender Budgeting in Various Ministries

Allocations to | Share of Gender
Demand for Ministry/Department Gender the Budgetary
Grants Budgetary Ministry/Depa | Allocation in the
Allocations rtment Ministry/Depart
(in Rs. Crore) | (in Rs. Crore) | ment (in %)

Demand No.49 | Department of Family Welfare 4687.56 6453.49 72.64
Transfers to Union Territory

Demand No.56 | Governments (Delhi and Pondichery) 2.03 838.05 0.24
Department of Elementary Education

Demand No.57 | and Literacy 255 12536.53 2.03
Department of Secondary and Higher

Demand No.58 | Education 9 5800.5 0.16
Department of Women and Child

Demand No.59 | Development 3487.36 3931.11 88.71

Demand No.61 | Ministry of Labour and Employment 125.05 1192.09 10.49
Ministry of Non-Conventional Energy

Demand No.65 | Sources 47.5 605.38 7.85

Demand No.79 | Department of Rural Development 1424.9 18353.87 7.76

Demand No.81 | Department of Drinking Water Supply 4275.07 4751.42 89.97
Ministry of Social Justice and

Demand No.88 | Empowerment 65.21 1599.7 4.08

Source: Expenditure Budget, Vol-1, 2005-06.

Thus, we must welcome the inception of the exercise of the various Ministries
determining what proportions of their total allocations are expected to benefit women
specifically, as this exercise reveals the grossly inadequate gender sensitive allocations
under most Ministries/Departments. It is equally important to assess the impact of such
gender sensitive spending by the Government, and more importantly, advocate for
significantly higher public expenditure for the welfare of women.

To conclude, we can say that Budget 2005-06 does mark a change, though small, in
policy priorities of the Union Government in favour of rural population and the
social sector. In fact the root cause for this welcome change can be traced in the
larger political processes in the country, which have witnessed the ouster of
Governments pursuing neoliberal economic policies ardently. However, there is no
quantum jump in the budgetary allocations for the priority sectors along the lines
suggested in the NCMP. The main reason for this half-hearted attempt to address
the problems of rural poor and social sectors seems to be the conservative fiscal
thinking, which has been given legal teeth through the FRBM Act.
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Table 1.1: Tax and Non-Tax Revenue of the Union Government

(in Rs. Crore)

Year Gross Tax Revenue | Direct Taxes | Indirect Taxes | Non-Tax Revenue
1996-97 128762 38891 89593 32578
1997-98 139221 48274 90633 38229
1998-99 143797 46600 96880 44833
1999-00 171752 57958 113432 53211
2000-01 188603 68305.4 119830.37 55947
2001-02 187060.1 69198.9 117364 67774
2002-03 216266.1 83080.97 132611.9 72290
2003-04 254348.2 105081.7 148608 76896

2004-05 (RE) 306020.5 134194 171120 75100
2005-06 (BE) 370024.5 177077 192215 77734

Source: Annual Financial Statement and Receipts Budget, Union Budget, various years

Note: 1. Taxes of Union Territories without legislature have been excluded from both Direct and Indirect
Taxes. 2. Gross Tax Revenue given here is the Tax revenue collected by the Central Government including
States' share in it.

Table 1.2: Tax Revenue of the Union Government as a Proportion of GDP at mp

Gross Tax Revenue | Direct Taxes | Indirect Taxes

Year as % of GDP as % of GDP | as % of GDP
1996-97 9.4 2.8 6.5
1997-98 9.1 3.2 6.0
1998-99 8.3 2.7 5.6
1999-00 8.9 3.0 5.9
2000-01 9.0 33 5.7
2001-02 8.2 3.0 5.2
2002-03 8.8 34 54
2003-04 9.2 3.8 54
2004-05 (RE) 9.8 4.3 5.5
2005-06 (BE) 10.4 5.0 54

Source: Annual Financial Statement and Receipts Budget, Union Budget, various years

Note: 1. Taxes of Union Territories without legislature have been excluded from both Direct and Indirect
Taxes. 2. Gross Tax Revenue used here is the Tax revenue collected by the Central Government including
States' share in it.
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Table 1.3: Deficits of the Union Government as a Proportion of GDP at mp

Revenue Deficitas % of | Fiscal Deficit* as % of Primary Deficit* as % of
Year GDP GDP GDP

1996-97 24 4.9 0.5
1997-98 3.1 5.8 1.5
1998-99 3.8 5.1 0.7
1999-00 3.5 5.4 0.7
2000-01 4.1 5.6 0.9
2001-02 44 6.2 1.5
2002-03 44 5.9 1.1
2003-04 3.6 4.5

2004-05 (RE) 2.7 4.5 0.4

2005-06 (BE) 2.7 4.3 0.5

Source: Budget at a Glance, Union Budget, 2005-06, 1999-00, 1998-99

Note: * Gross Fiscal Deficit and Gross Primary Deficit have been abbreviated as Fiscal Deficit and Primary
Deficit, respectively.

Table 1.4: Trends in Expenditure of the Union Government at current prices

in Rs. Crore)

Total Plan Non-plan Revenue Capital
Year Expenditure Expenditure Expenditure Expenditure Expenditure
1996-97 201007 53534 147473 158933 42074
1997-98 232053 59077 172976 180335 51718
1998-99 279340 66818 212522 216461 62879
1999-00 298053 76182 221871 249078 48975
2000-01 325592 82669 242923 277839 47753
2001-02 362310 101194 261116 301468 60842
2002-03 413248 111470 301778 338713 74535
2003-04 471368 122280 349088 362140 109228
2004-05 (RE) 505791 137387 368404 386069 119722
2005-06 (BE) 514344 143497 370847 446512 67832

Source: Annexure 3, Expenditure Budget, Vol I, Union Budget 2005-06

Table 1.5: Plan, Non Plan, Revenue and Capital Expenditures as Proportion of Total
Expenditure of the Union Government

Plan Non Plan Revenue Capital
Expenditure as | Expenditure as | Expenditure as | Expenditure as

% of Total % of Total % of Total % of Total

Year Expenditure Expenditure Expenditure Expenditure
1996-97 26.6 73.4 79.1 20.9
1997-98 25.5 74.5 77.7 223
1998-99 23.9 76.1 77.5 22.5
1999-00 25.6 74.4 83.6 16.4
2000-01 254 74.6 85.3 14.7
2001-02 27.9 72.1 83.2 16.8
2002-03 27.0 73.0 82.0 18.0
2003-04 25.9 74.1 76.8 23.2
2004-05 (RE) 27.2 72.8 76.3 23.7
2005-06 (BE) 27.9 72.1 86.8 13.2

Source: Annexure 3, Expenditure Budget, Vol I, Union Budget 2005-06.
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Table 1.6: Union Government’s Expenditure on Interest Payments, Defence and Subsidies

at current prices

(in Rs. Crore)

Year Total Expenditure on Expenditure Expenditure on
Expenditure | Interest on Defence Subsidies

Payments and

Debt Servicing
1996-97 201007 59478 29505 15499
1997-98 232053 65637 35278 18540
1998-99 279340 77882 39897 23593
1999-00 298053 90249 47071 24487
2000-01 325592 99314 49622 26838
2001-02 362310 107460 54266 31210
2002-03 413248 117804 55662 43533
2003-04 471368 124088 60066 44256
2004-05 (RE) 505791 125905 77000 46514
2005-06 (BE) 514344 133945 83000 47432

Source: Annexure 3, Expenditure Budget, Vol I, Union Budget 2005-06

Table 1.7: Trends in Union Government’s Expenditure on Interest Payments, Defence and Subsidies

Year Expenditure on Interest | Expenditure on Defence Expenditure on Subsidies at
Payments and Debt as % of Total Expenditure | Constant (1993-94) Prices
Servicing (in Rs. Crore)
as % of Total Expenditure
1996-97 29.6 14.7 12089.2
1997-98 28.3 15.2 13905.0
1998-99 27.9 14.3 16751.0
1999-00 30.3 15.8 16651.2
2000-01 30.5 15.2 17176.3
2001-02 29.7 15.0 19350.2
2002-03 28.5 13.5 26119.8
2003-04 26.3 12.7 252259
2004-05 (RE) 24.9 15.2 24652.4
2005-06 (BE) 26.0 16.1 24190.3

Source: Annexure 3, Expenditure Budget, Vol I, Union Budget 2005-06

Table 2.1: Allocations of the Union Government for Rural Employment

at Constant (1993-94) Prices (in Rs. Crore)

Year Real Allocations for Rural Employment
1996-97 2959.13
1997-98 3118.09
1998-99 2946.98
1999-2000 2850.29
2000-01 2149.13
2001-02 3476.97
2002-03 7240.47
2003-04 7160.81
2004-05 (RE) 4436.31
2005-06 (BE) 6104.35

Notes: Price deflator taken is CPL,.. Allocations for Rural Employment taken from AFS major head 2505.
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Table 2.2: Revenue Expenditure of Union Government on Food Storage and Warehousing
as % of Total Revenue Expenditure on Social Services (at Current Prices)

Year Revenue Total Revenue Col-2 as % of  [Net Availability of
Expenditure on Expenditure on Column3 Foodgrains Per Day
Food Storage and |Social Services (figures in grams)#
'Warehousing (in Rs. Crore)
(in Rs. Crore)
1 2 3 4 5
1994-95 5307.2 5146.54 103.1 471.2
1995-96 5534.48 7107.03 77.9 495.4
1996-97 6222.59 9014.15 69.0 475.2
1997-98 8076.3 11239.86 71.9 503.1
1998-99 9311.96 13683.22 68.1 447.0
1999-2000 9715.67 16134.96 60.2 465.7
2000-01 12303.97 17130.53 71.8 454.4
2001-02 17722.33 19064.64 93.0 416.2
2002-03 24317.17 20234.58 120.2 494.1
2003-04 25430.76 22826.23 111.4 436.3
2004-05 (RE) 26141.35 28810.23 90.7 ---
2005-06 (BE) 26586.35 33313.67 79.8 -]

Note: Revenue Expenditure on Food Storage and Warehousing is a component of Economic Services

(Major Head: 2408)

# Economic Survey:

Table 3.1: Union Government’s Expenditure on Agriculture & Allied Activities

2004-05

at Current Prices and Constant (1993-94) Prices

(in Rs. Crore)

Year Real
Plan Non Plan Total Real Plan Non Plan Real Total

Expenditure | Expenditure | Expenditure | Expenditure | Expenditure | Expenditure

1996-97 2352 4717 2829 1834.6 372.1 2206.6
1997-98 2262 539 2801 1696.5 404.3 2100.8
1998-99 2650 627 3277 1881.5 445.2 2326.7
1999-00 2883 1266 4149 1960.4 860.9 2821.3
2000-01 2914 1151 4065 1865.0 736.6 2601.6
2001-02 3013 1067 4080 1868.1 661.5 2529.6
2002-03 3151 978 4129 1890.6 586.8 2477.4
2003-04 3519 1149 4668 2005.8 654.9 2660.8
2004-05 (RE) 4775 1330 6105 2530.8 704.9 3235.7
2005-06 (BE) 6361 1692 8053 3244.1 862.9 4107.0

Source: Annexure 3, Expenditure Budget, Vol I, Union Budget 2005-06

Centre for Budget and Governance Accountability

3 March 2005




25

Table 3.2: Union Government’s Expenditure on Irrigation & Flood Control
at Current Prices and Constant (1993-94) Prices

(in Rs. Crore)

Year Real
Plan Non Plan Total Real Plan Non Plan Real Total

Expenditure | Expenditure | Expenditure | Expenditure | Expenditure | Expenditure

1996-97 767 93 860 598.3 72.5 670.8
1997-98 476 122 598 357.0 91.5 448.5
1998-99 135 139 274 95.9 98.7 194.5
1999-00 448 146 594 304.6 99.3 403.9
2000-01 211 152 363 135.0 97.3 2323
2001-02 422 158 580 261.6 98.0 359.6
2002-03 185 155 340 111.0 93.0 204.0
2003-04 271 169 440 154.5 96.3 250.8
2004-05 (RE) 365 169 534 193.5 89.6 283.0
2005-06 (BE) 524 173 697 267.2 88.2 355.5

Source: Annexure 3, Expenditure Budget, Vol. I, Union Budget 2005-06

Table 3.3: Union Government’s Expenditure on Agriculture & Allied Activities and

Defence

at Constant (1993-94) Prices

(in Rs. Crore)

Real Expenditure on Agriculture
Year and Allied Activities Real Expenditure on Defence
1996-97 2207 23013.9
1997-98 2101 26458.5
1998-99 2327 28326.87
1999-00 2821 32008.28
2000-01 2602 31758.08
2001-02 2530 33644.92
2002-03 2477 33397.2
2003-04 2661 34237.62
2004-05 (RE) 3236 40810
2005-06 (BE) 4107 42330

Table 4.1: Union Government’s Expenditure on Education at Constant (1993-94) Prices

Revenue Account  (in Rs. Crore) Total Per Capita?
Total | Allocation Per Real

Capital on Total Capita* |Allocation ii

Account | Education | Education Real Capital

General |Technical (in Rs. (in Rs. as % of | Allocation| Account

Education |Education  |Total Crore) Crore) GDP (inRs.) (in Rs.)
1994-95 1328.19 401.68| 1729.87 197.59 1927.46 0.22 33.52 3.44
1995-96 1796.86 398.06] 2194.92 11.15 2206.07 0.23 37.61 0.19
1996-97 1957.51 399.30] 2356.81 10.26 2367.07 0.22 39.56 0.17
1997-98 2611.20 436.69] 3047.89 9.71 3057.59 0.27 50.09 0.16
1998-99 3387.76 571.35] 3959.11 8.88 3967.99 0.32 63.73 0.14
1999-00 3340.77 666.43] 4007.20 9.74 4016.94 0.30 63.24 0.15
2000-01 3282.30 681.54] 3963.84 9.03 3972.87 0.30 61.31 0.14
2001-02 3328.33 734.86| 4063.19 10.71 4073.90 0.29 61.63 0.16
2002-03 4398.55 818.63| 5217.17 11.05 5228.23 0.35 77.53 0.16
2003-04 4799.47 780.16| 5579.64 14.85 5594.49 0.36 81.33 0.22
2004-05 (RE) 5635.60 750.65| 6386.25 26.25 6412.50 0.39 91.38 0.37
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2005-06 (BE) |

6700.49)| 801.06|

7501.55|

26

36.18]  7537.73 0.42|

105.29|

0.51

Notes: All figures are in real terms (1993-94 prices), * Population in the age group 5-30 is considered.
Table 4.2: Union Government Expenditure on Different Sectors of Education
as % of Total Budgetary Expenditure

Year Elementary Secondary University and | Technical Education
Education Education | Higher Education
1996-97(RE) 0.78 0.35 0.36 0.27
1997-98(RE) 0.98 0.30 041 0.26
1998-99(RE) 0.98 0.36 0.57 0.31
1999-2000(RE) 0.96 0.35 0.73 0.35
2000-01(RE) 0.97 0.37 0.80 0.35
2001-02(RE) 0.99 0.34 0.46 0.34
2002-03(RE) 0.91 0.30 0.42 0.33
2003-04(RE) 1.11 0.30 0.37 0.31
2004-05 (RE) 1.43 0.27 0.40 0.28
2005-06 (BE) 2.18 0.31 0.41 0.31

Note: Total Budgetary Expenditure- Actuals up to 2003-04, Revised Estimate for 2004-05 and
Budget Estimate for 2005-06.

Table 4.3: Social Sector and Education in Total Budget

Years Share of Social Sector as % of [Share of Education as % of
Total Budget Expenditure Total Budget Expenditure
1996-97 6.80 1.51
1997-98 6.85 1.76
1998-99 7.07 2.00
1999-00 7.85 1.98
2000-01 7.75 1.91
2001-02 7.86 1.81
2002-03 7.10 2.11
2003-04 7.47 2.08
2004-05 (RE) 8.68 2.39
2005-06 (BE) 10.73 2.87

Table 4.4: Share of Education in the Allocation
for Social Services

Years Total Social Sector Total Expenditure on Share Of Education l,n
(in Rs. Crore) Education Expenditure for Social

(in Rs. Crore) Services (in %)

1996-97 13659 3034.7 22.2
1997-98 15894 4076.8 25.6
1998-99 19750 5588.7 28.3
1999-2000 23406 5907.3 25.2
2000-01 25222 6207.6 24.6
2001-02 28462 6570.8 23.1
2002-03 29349 8713.7 29.7
2003-04 35224 9814.9 27.9
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2004-05 (RE)

43892

27

12099.1

27.6

2005-06 (BE)

55177

14779.9

26.8

Table 4.5: Universalisation of Elementary Education: Need Vs. Commitment

(in Rs. Crore)

Financial
Commitment
|Allocations| Needed for Gap
for Mid Universalisation |[between
IDay Meal of Elementary  |Col-3 and
'Y ears Scheme  [SSA* Education** Col-4
1 2 3 4 5
1996-97 800, 0 -- ---
1997-98 1070.38 0 -- ---
1998-99 1400.15 0 100 100.00
1999-00 1500 2 3500, 3498.00
2000-01 1300 100 7000, 6900.00
2001-02 1031.24 500 10000|  9500.00
2002-03 1237 1220.03 12500| 11279.97
2003-04 1375 2732.32 14000| 11267.68
2004-05 (RE) 1507.5| 4753.63 17000 12246.37
2005-06 (BE)| 3010.76 7156 20000| 12844.00

Notes: * Figures for SSA are revised estimates for all the years except 2005-06.

** As reported in India Education Report, A Profile of Basic Statistics, NIEPA

Table 4.6: Revenue Collections from Education Cess

(in Rs. Crore)

Education Cess From Revised 2004-05 Budget 2005-06
Corporation Tax 1535 2169
Taxes on Income Other 994 1234

than Corporation Tax

Customs 760 1046
Union Excise Duties 1556 2198
Service Tax 165 328

Total 5010 6975

Source: Receipts Budget, 2005-06

Table 5.1: Trends in Expenditure of the Union Government
on Health and Family Welfare (in Rs. Crore)

Year Plan Non Plan  [Total
1996-97 2260 491 2751
1997-98 2579 595 3174
1998-99 3213 780 3993
1999-00 4106 906 5012
2000-01 4322 969 5291
2001-02 5070 907 5977
2002-03 5410 1111 6521
2003-04 5564 1292 6856
2004-05 (RE) 6944 956 7900
2005-06 (BE) 8711 986 9697
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Source: Annexure 3.2 and 3.3, Expenditure Budget Volume 1, 2005-06.

Table 5.2: Selected Health Indicators

(Person/years)
Indicators 1981 1991 Current
Level
Crude Birth Rate (per 1000 Population) 33.9 29.5 25 (2002)
Crude Death Rate (per 1000 Population) 12.5 9.8 8.1 (2002)
Total Fertility Rate (TFR) (per woman) 4.5 3.6 3.1 (2001)
Maternal Mortality Rate (MMR) (per 100,000 live | NA 437 (NFHS) | 407 (1998)
births) (1992-93)
Infant Mortality Rate (IMR) (per 1000 live births) 110 80 63 (2002)
Child (0-4 years) Mortality Rate (per 1000 children | 41.2 26.5 19.3 (2001)
in 0-4 age group)
Life Expectancy at Birth:
Male 54.1 59.7 (1991-95) | 63.9 (2001-
06)
Female 54.7 60.9 (1991-95) | 66.9 (2001-
06)

Source: Adapted from Economic Survey 2004-05, Table 10.9.
Note: The dates in the brackets indicate years for which latest information is available.
NFHS: National Family Health Survey; NA: Not Available.

Table 6.1: Budgetary Allocations for the welfare of Scheduled Castes, Scheduled
Tribes and Other Backward Classes

YEAR Plan _ Non-Plan Total Col-2 asa Col-3asa Col-4 asa
Expenditure[Expenditure  [Expenditure [proportion of [proportion of [proportion of total
on SCs, on SCs, STs &lon SCs, STs &[total plan total non-plan |(plan and non-plan)
STs & OBCs|OBCs OBCs expenditure  |expenditure  |expenditure
(in Rs. Crore) |(in Rs. Crore) | (in Rs. Crore)

1998-

99 RE 1602.18 52.26 1654.44 2.23 0.03 0.62

199 1 1159.32 55.04 121436 1.51 0.03 0.43

00 RE . . . . . .

2000-

01 RE 1172.7 52.86 1225.56 1.33 0.02 0.36

2001-

02 RE 1239.67 58.23 1297.9 1.24 0.02 0.35

2002-

03 RE 1225 58.88 1283.88 1.08 0.02 0.26

2003-

04 RE 1250 62.54 1312.54 1.03 0.02 0.30

2004-

05 RE 1350 65 1415 0.93 0.02 0.30

2005-

06 BE 1533.7 66 1599.7 1.07 0.02 0.43

Source: Expenditure Budget, Vol-2, Union Budget for various years
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Table 7.1: Budgetary Allocations for the Welfare of Women and Children

YEAR Plan Expenditure |Non-plan Total Column2 as  |Column3 as Column 4 as a
on Women & Child[Expenditure on |Expenditure on [proportion of [proportion of  [proportion of
welfare 'Women & Child (Women & Child |Total plan Total Non-Plan ([Total (plan and

welfare welfare Expenditure  |[Expenditure non-plan)
expenditure
1996-97 RE 847.07 48 895.07 1.543 0.033 0.442
1997-98 RE 1025.95 48.12 1074.04 1.692 0.028 0.457
1998-99 RE 1134.48 45.45 1179.93 1.576 0.023 0.440
1999-00 RE 1249.86 48.21 1298.07 1.623 0.023 0.457
2000-01 RE 1350.55 49.59 1400.14 1.533 0.020 0.414
2001-02 RE 1650 53.79 1703.79 1.648 0.020 0.454
2002-03 RE 2085 53.41 2138.41 1.837 0.018 0.436
2003-04 RE 2150 53.91 2203.91 1.777 0.017 0.502
2004-05 RE 2400 54.19 2454.19 1.648 0.016 0.514
2005-06 BE 3875.29 55.82 3931.11 2.701 0.015 1.048

Table 8.1: Population of India

As on October 1 of Population in Crore
1990-91 83.9
1991-92 85.5
1992-93 87.3
1993-94 88.9
1994-95 90.7
1995-96 92.5
1996-97 94.4
1997-98 96.2
1998-99 98.1
1999-00 100.1
2000-01 101.9
2001-02 103.7
2002-03 105.5
2003-04 107.3
2004-05 109.2
2005-06 111.1

Source: Economic Survey 2004-05, GOI
Notes: Population Growth Rate of 1.98 % per annum for the years from 1990-91 till 1999-00 has been
used, while a growth rate of 1.75 % per annum has been used for the years from 1999-00 to 2005-06.
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Year GDP at mp (in Rs Crore)
1991-92 653117
1992-93 748367
1993-94 859220
1994-95 1012770
1995-96 1188012
1996-97 1368209
1997-98 1522547
1998-99 1740985
1999-00 1936831
2000-01 2089500
2001-02 2271984
2002-03 2463324
2003-04 2760025
2004-05* 3127494
2005-06" 3547204

Source: Economic Survey 2004-05, GOI

Notes: * Extrapolated using 6.9% as the growth rate of GDP and a 6% rate of inflation.
* Extrapolated assuming a 7 % growth of GDP and a 6% rate of inflation

Table 8.3: Wholesale Price Indices -all commodities, all India

Average of Weeks in WPI Price

the Year Deflator
1991-92 83.8 1.19
1992-93 92.3 1.08
1993-94 100 1
1994-95 112.6 0.88
1995-96 121.6 0.82
1996-97 127.2 0.78
1997-98 132.8 0.75
1998-99 140.7 0.71
1999-00 145.3 0.68
2000-01 155.7 0.64
2001-02 161.3 0.62
2002-03 166.8 0.6
2003-04 175.9 0.57
2004-05%* 186.6 0.53
2005-06" 197.8 0.51

Source: Economic Survey 2004-05, GOI
*Average of first 39 weeks of 2004-05

* Estimated assuming a 6% rate of inflation
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