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kerosene, refined diesel oils, vaporizing oils, and industrial fuel oils, in
1965-66 are placed at 170 per cemt of the 1960-61 level, since the third plan
reportedly calls for a 70 per cent increase in India's petroleum refining
capacity between 1960 and 1965-66 and it appears that the existing capacity is
being fully utilized. On the basis of the foregoing procedures, receipts from
excises are estimated to rise from Rs. 3.5 billion in 1959-60 to Rs. L.9 billion
in 1965-66. 11/ "

The growth rates assigned to the commodities exclusive of petroleum
products are based on developments occurring in a period when real national income
was increasing at 3 per cent a year and monsy national income at little less than
that rate. The 5 per cent growth rate called for by the third plan is 1,667 times
this 3 per cent growth rate. Applying the coefficient of 1.667 to the growth
rate for excises (excluding those on petroleum products) of 5.1 per cent gives
a higher growth rate of 8.5 per cent. At this rate of growth, total receipts
from excises would be Rs. 5.6 billion in 1965-66. The high and low estimates
for excise tax receipts are thus Rs. 5.6 billion and Rse L.9 billion.

Other taxes--These taxes, imposed only in the last few years, brought
in Rs, 290 million in 1959-60. The high and low estimates for 1965-66 of
Rs. 39 million and Rs. 35 million are the result of applying growth rates of
5 per cent and 3 per cemt, on the assumption that yields from these téxes will
change in accordance with changes in national income.

QOther revenues of the cenxral;gggarnmantnnwhese are mostly non-tax
revenues obtained from the profits of the Reserve Bank, interest, the operations
of the mint, railways, posts and telegraph service, the sale of opium, civil
works, stamps, sales and excise taxes in the Union territories, and a great variety
of other sources. The movement of these receipts since 1948-L9, adjusted to
eliminate the surcharge on iron and steel first imposed in 1957-58, shows an
annual average increase of about 10 per cent. It appears impossible to make any
Projections of the partimlar factors which will determine the future levels of
these receipts. For this reason, and because these receipts, as a group, have
moved persistently upward for ten years, the 1959-60 receipts were projected on
the basis of the growth rate exhibited in the past. This procedure shows an
inggegze in these receipts from Rs.'1.& billion in 1959-60 to Rs. 2.9 billion in
19 - [ ’

State revenues--The budgets of the 1), states for 1959-60 called for
revenues of RSe 5.03 billion sxclusive of grants and shared taxes received from
the central government. Revenues had grown to this level from Rs. 3,18 billion
in 1951-52 as a result of both a "natural® increase in the yields and the
imposition of new taxation. The available data on the new taxation do not permit

.

11/ An important assumption made here is that the new excises will not affect
the yields from the existing excises.
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an accurate assessment of the degree to which the new taxation contributed to
the growth in receipts from each type of tax. It would appear that their future
growth should correspond approximately to the growth in national incomse.

. The major source of revenue in 1959-60, yielding Rs. 1.0 billion, was
the general sales tax. This tax is levied by all states on the sale of the great
majority of all commodities, the main exception being foodgrains. Over the next
six years, these sales can be expected to move about in conformity with national
income., The land revemue tax, levied on the net income of agricultural land,
brought in Rs. 1.0 billion in 1959-60., Reports indicate that agricultural
production in the third plan is expected to rise in exactly the same proportion
as national income, i.e., at 5 per cent a year. However, if agricultural pro-
duction continues to rise at the rate which prevailed over the period from 1949-50
to 1958-59 its growth will be at 3.3 per cent a year, or only slightly faster
than the past rate of growth of real income. The yield of state excises on
liquor and narcotics, amounting to Rs., 138 million in 1959-60, has been virtually
invariant for many years and presumably will show no significant change in the
next six years. However, the receipts from taxes on motor vehicles, motor spirit, :
elsctricity production, and entertainment, which came to Rs. 560 million in 1959-60,
will almost certainly outpace the growth of national income, perhaps by enough
to make up for the lag in excise tax receipts. The other main sources of revemue
in 1959-60 were the net contribution of public enterprises (Rs. 399 million,
mostly from forests and irrigation) and other non-tax revenues (Rs. 8L4 million)
on which almost no detailed information is available. Projection of state revenues
at rates of increase of § per cent and 3 per cent a year brings them to levels
of Rs. 6.7 billion and Rs. 6.0 billion in 1965-66.

Non-Plan expenditures

Total non-plan expenditures of the central and state governments in
195960 may be put at around Rs. 12.2 billion. Of this sum, Rs. 2.4 billion went
for defense and Rs. 9.8 billion for civil purposes., Of the civil expenditures,
about Rs. L.9 billion, or ons-half, was for so-called ¥non-development expenditure,
consisting of the cost of civil administration, the cost of tax collection, debt
services, pensions, and other recurrent outlays. Between 1951-52 (the first year
for which there are data for all the states) and 1959-60 these expenditures moved
upward in a very steady manner, the trend showing an average annual increase of
5.4 per cent. The other civil expenditures were for economic and social improve-
ment (Ydevelopment expenditures® outside the plan). Many of these outlays
constituted maintenance of completed plan projects. These non-plan development
expenditures showed a highly irregular movement to which a trend cannot be fitted.
Comparison of solely the initial and terminal years of the series (1951-52 and
1959-60) gives an annual average increase of 9.l per cent. However, in the five
years since 195L-55 the general upward movement has been more rapid, and comparison
of that year with 1959-60 yields an annual average increase of 15.1 per cent, The
growth of defense expenditure between 1951-52 and 1959-60 averaged 5.3 per cent a
year. However, a large part of the increase between these two dates occurred in
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a single year (1957-58), and the [ﬁhknawg7 factors responsible for the extra-
ordinary rise in that one year may not be present during the next half-dozen years.
Excluding the sudden jump in 1957-58, the. average rate of increase would have been
close to 2.5 per cent.

v In considering the possible future levels of non-plan current outlays,
we shall only indicate the levels that are suggested by a continuation of past
experience. Projection of civil non-development expenditures at 5.l per cent a
year brings them to Rs. 7.L billion in 1965-66. Application of rates of increase
of 9.4 per cent and 15.1 per cent to development expenditures gives 1965-66 ex-
penditures of, respectively, Rs. 8.k billion and Rs. 1l.L billion. Expanding
the defense outlays at 2.5 per cent and 5.3 per cent a year, their volume in
1965-66 would be, respectively, Rs. 2.8 billion and Rs. 3.L billion. High and
low "estimates" of combined civil and defense expenditures in 1965-66 are thus
Rs. 22,2 billion and Rs. 18.7 billion. Actually, of course, these figures are
not estimates but merely two possible alternative levels.

The balance from current revenue

Comparison of the projections for revenue from existing taxation and
the projections for non-plan current expenditures gives a projected balance.from
current revermme. The projected figures for all of the years covered by the
third plan are as follows:

1961-62 1962-63 1963-6L 196L-65 1965-66

Optimistic

Revernue 16.3 17.2 18.3 19,5 20.7

Expenditures 1L.1 15.1 16.2 17.4 18.7 l

Balance +2.2 +2.1 +2.1 +2.1 +2.0 4
Pessimistic

Revenue 15.7 156.4 17.1 17.9 18.7

Expenditures 1.9 16.5 18.2 20.1 22,2

Balance +0.8 =0.1 -1l.1 =242 -3.5

The optimistic assumptions yield a surplus in every one of the years,
aggregating Rs. 10.5 billion, the surplus in 1965-66 being Rs. 2 billione. This
is a much greater surplus than Rs. 2 billion over the entire five years that
is called for in the proposed plan financing. However, the pessimistic projec-
tions give a cumlative deficit of Rs. 6.9 billion over the final four years
of the plan, the deficit rising rapidly in each year and reaching Rs. 3.5
billion in the last year.






