
SOCIO ECONOMIC IMPACT OF 
PUBLIC FINANCES IN GOA 

— A CRITICAL EVALUATION 

thesis submitted to the 

Goa University 

for the award of the degree of 

DOCTOR OF PHILOSOPHY 

in 

COMMERCE 

by 

Suresh Shanbhogue 

Under the guidance of 

Prof. B. Ramesh 
Head, Department of Commerce 

Dean, Faculty of Commerce 
Goa University 

Taleigao Plateau — Goa. 

January 2010 



Place: g'€)-(A u Yl 7'  V Cr`C-s 
Date: 3o 1, 2010 

Suresh S anbhogue 
Research Scholar 
Department of Commerce 
Goa University. 

DECLARATION 

I, Suresh Shanbhogue, hereby declare that this thesis for Ph.D. Degree in 

Commerce titled `Socio Economic Impact of Public Finances in Goa — A Critical 

Evaluation' is a bonafide record of original research work done by me under the 

guidance and supervision of Prof. B. Ramesh, Head, Department of Commerce; Dean, 

Faculty of Commerce, Goa University and that the same has not been previously formed 

the basis for the award of any degree diploma or certificate or similar title of this or any 

other University. 

ii 



CERTIFICATE 

This is to certify that the thesis titled `Socio Economic Impact of Public 

Finances in Goa — A Critical Evaluation' is a bonafide record of the original work done 

by Mr.Suresh Shanbhogue, under my guidance and supervision and the same has not 

been previously formed the basis for the award of any degree, diploma or certificate or 

similar tile of this or any other University. 

VVVV3e. ozg 
Prof B. Ramesh 
Head, Department of Commerce 
Dean, Faculty of Commerce 
Goa University 
Taleigao Plateau 
Goa — 403406. 

INAS 
DEPARTMENT OF COMMERCO 

GOA UNIVERSITY 
GOA - 403 206. 

iii 



iv 

ACKNOWLEDGEMENT 

This research work has been carried with valuable guidance and support from 

several experts, academicians and researchers as well as moral support from my family 

and friends. I take this opportunity to thank each one of them. 

I am very grateful to my guide Prof B. Ramesh, for his precious guidance and 

support throughout my research work I am extremely thankful to him for helping and 

encouraging me in planning my research work, regular interactions and feedback fixing 

timeline for output and providing intellectual contribution required for completion of this 

study. 

I am also thankful to Prof K.B.Subhash, Reader, Department of Commerce, Goa 

University, and Prof Patil for their continuous guidance and support throughout. 

I am thankful to Mr. Eric Clifton, Senior Advisor, IMF Institute, Ms.Marjorie 

Rose, Consultant, IMF Institute and Ms. Sarah Zhou, Economist, Asian Division, IMF 

Institute, who taught me a Course on Macroeconomic Management and Financial Sector 

Issues at the Joint India-IMF Training Programme (ITP) held in Pune, India during 

December 3-14, 2007. This course specially helped me in understanding the methodology 

of assessing fiscal sustainability. 

The National Institute of Public Finance and Policy, New Delhi is a premier 

institution in the country in the area of public finance and policy. I am thankful to Dr. 

Govinda Rao, Director of this Institute and also other officers and staff for providing 

necessary publications and research papers for my research work 



I am grateful to Shri IP.Singh, IAS, Chief Secretary, Government of Goa; Shri 

Ramesh Negi, IAS, Finance Secretary, Government of Goa and Shri Uddipta Ray, IAS, 

Finance Secretary, Government of Goa for encouraging me and allowing me to spare 

time for research work I am also thankful to Shri Digambar Kamat, Chief Minister of 

Goa for permitting me to undertake research work in addition to my official duties. 

In order to carry out this mammoth task many Heads of Departments, Officers 

and Officials from different Departments of Government of Goa have helped me with lots 

of data, information and intellectual interactions. I am grateful and indebted to each one 

of them. Especially, I am extremely thankful to the officers and staff the Finance 

Department, Directorate of Accounts and Directorate of Planning, Statistics and 

Evaluation, who provided me immense help and support throughout. More particularly, I 

am indebted to my best friend Dr. Y. Durga Prasad, for encouraging me throughout. 

I am extremely thankful to my wife Amitha and my beloved children Kathyashree 

and Sushrutha for all their sacrifices and help during my study. I am also thankful to my 

brothers and sisters who encouraged me in my endeavor. I am thankful to almighty that I 

got lovely and caring parents, Shri Ganapathi Shanbhogue and Smt. Bhagirathi 

Shanbhogue, who gave me best education and always encouraged and prayed for me 

towards achieving newer heights in my life. I dedicate this work to my beloved mother 

who breathed her last during the course of my research work in May 2009. 

Suresh Shanbhogue 



vi 

TABLE OF CONTENTS 

Declaration 

Certificate 

Acknowledgement 

Table of Contents 

List of tables 

List of Graphs 

List of Abbreviation 

Chapter 
No. 

Title Page No. 

1 INTRODUCTION AND LITERATURE REVIEW 1-19 

1.0 Chapter synopsis 1 

1.1 Introduction 2 

1.2 Literature Review 6 

1.3 Research Problem 18 

1.4 Significance 18 

1.5 Objectives of Research 19 

1.6 Hypothesis 19 

2 METHODOLOGY 20-28 

2.0 Chapter synopsis 20 

2.1 Debt Sustainability 21 

2.2. Buoyancy in Tax and Non-Tax Revenues 23 



VII 

2.3 Estimation of Budgetary Subsidies 

2.4. Measure of Resource Gap: Concepts and Definitions 

2.5 Limitations 

24 

25 

27 

3. GOA MODEL OF DEVELOPMENT— A PERSPECTIVE 29-53 

3.0 Chapter synopsis 29 

3.1 Introduction 30 

3.2 Levels of Development 36 

3.3 Strengths and Weaknesses of different sectors in Goa 44 

4 REVENUE RECEIPTS AND EXPENDITURE 54-96 

4.0 Chapter synopsis 54 

4.1 Revenue Receipts 55 

4.2 State's Own Tax Revenue 61 

4.3 State's Own Non-Tax Revenue 73 

4.4 Buoyancy Estimates 85 

4.5 Revenue Expenditure 88 

4.6 Interpretation of Hypothesis 95 

5 DEBT SUSTAINABILITY 97-112 

5.0 Chapter synopsis 97 

5.1 Introduction 98 

5.2 Debt and Contingent Liabilities 99 

5.3 Approach to Sustainability 100 

5.4 Fiscal Indicators and Analysis 104 

5.5 Interpretation of Hypothesis 112 



VIII 

6 BUDGETARY SUBSIDIES 113-135 

6.0 Chapter synopsis 113 

6.1 Introduction 114 

6.2 Subsidy Concept 117 

6.3 Estimation of Budgetary Subsidies 122 

6.4 Results 124 

6.5 Interpretation of hypothesis 135 

7 POLICIES AND PRACTICES 136-198 

7.0 Chapter synopsis 136 

7.1 Introduction 137 

7.2 Policies and Practices 138 

7.3 Interpretation of hypothesis 196 

8 INTER STATE AND INTER PERIOD COMPARISON 199-242 

8.0 Chapter synopsis 199 

8.1 Introduction 200 

8.2. Period 1990-91 to 1994-95 204 

8.3 Period 1995-96 to 1999-2000 217 

8.4 Period 2000-01 to 2006-07 230 

9 SUMMARY AND CONCLUSIONS 243-251 

9.1 Summary and Conclusions 243 

9.2 Suggestions 248 

9.3 Scope for Further Research 250 

BIBLIOGRAPHY 252-257 

APPENDIX — PUBLISHED PAPERS I - XI 



Title of the Table Table No. Page No. 

Table 3.1 Socio Economic Indicators of India: 1951-2005 31 

Table 3.2 India's Birth Rate — Targets and Achievements 33 

Economic Indicators of Selected Developed Countries and 

India 

Table 3.3 34 

Important Vital Statistics Selected Developed Countries and 

India 

Table 3.4 35 

Socio Economic Indicators of BIMARU States: 2004-05 Table 3.5 38 

Socio Economic Indicators of Punjab & Haryana : 2004-05 Table 3.6 39 

Socio Economic Indicators of Kerala & West Bengal : 2004-05 Table 3.7 40 

Table 3.8 Socio Economic Indicators of Goa : 1951-2005 42 

Table 4.1 Revenue Receipt and Expenditure 55 

Table 4.2 Composition of Revenue Receipts 56 

Table 4.3 Spread of Revenue Receipts 58 

Table 4.4 Central Taxes Collected from Goa: 1988-89 to 2006-07 60 

Table 4.5 State's Own Tax Revenue 62 

Table 4.6 Spread of State's Own Tax Revenue 63 

Table 4.7 Composition of Land Revenue 64 

Table 4.8 Composition of State Excise 66 

Table 4.9 Composition of State's Own Non-Tax Revenue 74 

ix 

LIST OF TABLES 



Table No. Title of the Table Page No. 

Table 4.10 Spread of State's Own Non-Tax Revenue 75 

Table 4.11 Iron Ore Export and Revenue from Royalty 84 

Table 4.12 Buoyancy of Tax and Non-Tax Revenue (1987-88 to 2006-07) 86 

Table 4.13 Revenue Expenditure — Development & Non-Development 90 

Table 4.14 Percentage share of development and non-development revenue 
expenditure 

92 

Table 4.15 Ratio of Government Employees to Population 94 

Table 5.1 Fiscal Ratios 105 

Table 5.2 Correlation Coefficients 106 

Table 5.3 Base-line Projections : 2007-12 	 . 108 

Table 5.4 Historical Averages of Key Parameters 109 

Table 5.5 Stress Test — Debt to GDP Ratio 111 

Table 5.6 Primary Balance to GDP Ratio Needed to Stabilize Debt to 
GDP Ratio 

104 

Table 6.1 Poverty Estimates of Different States/UTs in India: 2004-05 116 

Table 6.2 Subsidies & Recovery Rate For The Year 2002-03 125-126 

Table 6.3 Subsidies & Recovery Rate For The Year 2006-07 128-129 

Table 6.4 Ratio of Subsidy to Revenue Receipts, GSDP and Fiscal Deficit 130 

Table 6.5 Per Capita Subsidies 132 

Table 6.6 Subsidy At Constant Prices (2006-07) 134 



xi 

Table No. Title of the Table Page No. 

Table 7.1 Population In-Migrated to Goa During 1960 to 2001 140 

Table 7.2 Taluka-wise Population Density : 1960 & 2001 142 

Table 7.3 Female Sex Ratio of Goa: 1900-2001 143 

Table 7.4 Female Sex Ratio at Birth : 2004-2008 143 

Table 7.5 Industrial Policy 2003 Schemes — Performance from 2003-04 to 

2006-07 

153 

Table 7.6 Milk Procured by Goa State Milk Union Limited 165 

Table 7.7 Fish Catch and Export 167 

Table 7.8 Tourist Arrivals 170 

Table 7.9 Iron Ore Export from Mormugao Port 173 

Table 8.1 Composition of Revenue Receipts : 1990-91 & 1994-95 205 

Table 8.2 Capital Receipts Index: 1990-91 & 1994-95 207 

Table 8.3 Share of Revenue and Capital Expenditure in Total Expenditure 

and Share of Plan Capital Expenditure in Total Expenditure : 

1990-91 & 1994-95 

209 

Table 8.4 Devolution Index of Central Taxes and Grants-In-Aid: 1990-91 

& 1994-95 

212 

Table 8.5 Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to 

GSDP: 1990-91 & 1994-95 

213 

Table 8.6 Interest Payment to Total Revenue Receipts & Debt to GSDP 

Ratio : 1990-91 & 1994-95 

216 



xii 

Table No. Title of the Table Page No. 

Table 8.7 Composition of Revenue Receipts : 1995-96 & 1999-2000 218 

Table 8.8 Capital Receipts Index: 1995-96 & 1999-2000 220 

Table 8.9 Share of Revenue and Capital Expenditure in Total Expenditure 

and Share of Plan Capital Expenditure in Total Expenditure : 

1995-96 & 1999-2000 

222 

Table 8.10 Devolution Index of Central Taxes and Grants-In-Aid: 1995-96 

& 1999-2000 

224 

Table 8.11 Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to 

GSDP: 1995-96 & 1999-2000 

226 

Table 8.12 Interest Payment to Total Revenue Receipts & Debt to GSDP 

Ratio : 1995-96 & 1999-2000 

229 

Table 8.13 Composition of Revenue Receipts : 2000-01 & 2006-07 231 

Table 8.14 Capital Receipts Index: 2000-01 & 2006-07 233 

Table 8.15 Share of Revenue and Capital Expenditure in Total Expenditure 

and Share of Plan Capital Expenditure in Total Expenditure : 

2000-01 & 2006-07 

235 

Table 8.16 Devolution Index of Central Taxes and Grants-In-Aid: 2000-01 

& 2006-07 

237 

Table 8.17 Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to 

GSDP: 2000-01 & 2006-07 

239 

Table 8.18 Interest Payment to Total Revenue Receipts & Debt to GSDP 

Ratio : 2000-01 & 2006-07 

241 



LIST OF GRAPHS 

Chart No. Title of the Graph Page No. 

Graph 3.1 Diagrammatic Presentation of Levels of Development 

in India 

36 

Graph 4.1 Composition of Revenue Receipts 57 

Graph 4.2 Revenue Surplus/Deficit 89 

Graph 5.1 Debt to GDP Ratio — Stress Test 110 

Graph 6.1 Change in Subsidy Composition : 2002-03 & 2006-07 133 

Graph 7.1 Declining Sex Ratio 144 

Graph 7.2 Milk Procured by GSCMPUL 166 

Graph 7.3 Tourist Arrivals to Goa 172 

Graph 7.4 Iron Ore Export from MPT 174 

XIII 



LIST OF ABBREVIATIONS 

FRBM 	 Fiscal Responsibility and Budget Management 

BIMARU 	- 	Bihar, Madhya Pradesh, Rajasthan and Uttar Pradesh 

GSDP 	 Gross State Domestic Product 

VAT 	 Value Added Tax 

T & D 	 Transmission and Distribution 

SEB 	 State Electricity Board 

GDP 	 Gross Domestic Product 

IMF 	 International Monetary Fund 

GFD 	 Gross Fiscal Deficit 

RD 	 Revenue Deficit 

RR 	 Revenue Receipt 

RE 	 Revenue Expenditure 

CAD 	 Capital Account Deficit 

CR 	 Capital Receipts 

CD 	 Capital Disbursement 

xiv 



xv 

DID 
	

Discharge of Internal Debt 

RLC 
	

Repayment of Loans to Centre 

RLA 
	

Recoveries of Loans and Advances 

CO 
	

Capital Outlay 

LAS 
	

Loans and Advances by States 

NL 
	

Net Lending 

NFD 
	

Net Fiscal Deficit 

GFD 
	

Gross Primary Deficit 

NFD 
	

Net Primary Deficit 

PRB 
	

Primary Revenue Balance 

NPRB 	 Net Primary Revenue Balance 

ICT 	 Information and Communication Technology 

ITG 
	

Info Tech Corporation of Goa 

FAR 
	

Floor Area Ratio 

GBBN 
	

Goa Broad Band Network 

CSC 
	

Citizen Service Centre 

GSCMPUL - 	Goa State Cooperative Milk Producers Union Limited 



xvi 

NIO 	 National Institute of Oceanography 

ICAR 	- 	Indian Council for Agricultural Research 

AEQM 	- 	Area Wise Quality Management 

PWD 	 Public Works Department 

GSIDC 	 Goa State Infrastructure Development Corporation 

ZP 	- 	Zilla Parishad 

PPP 	- 	Public Private Partnership 

GMC 	 Goa Medical College 

CAG 	- 	Comptroller and Auditor General of India 

DS 	 Debt Stock 

TRR 	 Total Revenue Receipts 



1 

Introduction and Literature Review 

CHAPTER ONE 

INTRODUCTION AND LITERATURE REVIEW 

Goa entered in to mainstream of socio economic development after 14 years of India's 

Independence. Though, a late entrant to the planning process, Goa has achieved remarkable 

progress in socio economic development and is considered as the most progressive State in the 

country. There are no critical studies available on Goa's Model of Development and Socio 

Economic Impact of Public Finances. While there are lot of studies done on other States, Goa is 

yet to receive the attention of researchers. This study envisages a critical evaluation of socio 

economic impact of public finances in Goa. Objectives of Research are (i) To study the states 

revenue receipts and expenditure (ii) to analyze and evaluate the different components of 

subsidy in States budget (iii) to evaluate the policies and practices relating to state budget and 

(iv) a comparative study inter period and interstate budget evaluation. 

Goa University 
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CHAPTER ONE 

INTRODUCTION AND LITERATURE REVIEW 

1.1 Introduction 

Public finance encompasses receipts and expenditure of institutions of Governance. 

Receipts comprise both revenue receipts and borrowings towards deficit financing. 

Revenue receipts are monies collected from public in the form of direct and indirect taxes 

on commodities and non-tax revenues in the form of user charges. Borrowings are 

basically to fill the gap in own revenues and total expenditure. Pursuit for development 

has continuously put pressure on public finances. Today, human development has 

become the focal point of public finance. On account of ever increasing wants and needs 

in the society and also growth in population the role of Government has become far and 

wide. Governments are endowed with momentous task of providing basic minimum 

services like food, cloth, shelter, health, education, water, sanitation etc., improving the 

economic conditions and quality of life of the people, creating job opportunities for the 

ever growing number of unemployed and under-employed people, reducing income and 

wealth disparities in the society, infrastructure development etc. 

Thus, there has been continuous demand for resources among competing uses. Striking 

balance between availability of resources and their allocation to competing uses needs an 

effective fiscal policy. Fiscal policy can seek to influence the economy, on the one hand, 

by the amount of public income that is raised and on the other, by the amount and 

Goa University 
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direction of public expenditure. Public finance prudence is based on the principles of 

marginal utility and equi-marginal utility of expenditure and resources. The principles 

indicate the limits up to which both public expenditure and resources should be met. 

While incurring expenditure, the Government should try to maximize the benefit to the 

society as a whole from its public finance operations. The society's welfare is maximized 

when marginal social utility of an item of expenditure has been equated to the marginal 

social disutility of resources engaged for the purpose. In addition, the government should 

also act on the principle of equi-marginal utility in order to maximize social advantage 

from the alternative modes of expenditure like social services, rural development, 

agriculture, industry etc. The government has to be clear on its priorities before allocating 

resources for various purposes. There has to be equilibrium in marginal utility on 

spending in different sectors so that the social advantage from public expenditure is 

maximized. Similarly, the distribution of tax burden should also conform to the minimum 

social sacrifice. It is necessary to ensure optimum combination of the taxes and also it 

should be equitable and convenient. The richer section of the society should be made to 

bear relatively higher burden than the others. 

However, there exists wide variation between theory and practice. There are studies to 

indicate overall deterioration in the finances of almost all the major States. Studies have 

brought out fiscal imbalances and allocative inefficiency in States' fiscal operations. 

Financial position of few low income States are alarmingly damaging and that of Special 

Category States are exceptionally fragile. Studies reveal that the States are not even able 

to meet their current expenditure leading to huge revenue deficits. Thus, for capital 

Goa University 
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expenditure and also to meet revenue deficit, States have been resorting to borrowings. 

Fiscal deficit is mounting. Debt stock is on the increase. Wage bill of employees, pension 

payments, interest payment on borrowings, direct and indirect subsidies have reached 

alarming proportion. There have been fiscal reform measures in recent years in the form 

of Fiscal Responsibility and Budget Management (FRBM) Act, Sinking Fund, Guarantee 

Redemption Fund etc. However, on development front, States are at different levels of 

development. The State of Goa has emerged as the most progressive State in the country 

both in terms of economic and social development with high per capita income, low 

poverty and impressive social indicators. While States like Kerala have achieved high 

levels of social development, Punjab has achieved good economic prosperity. There are 

States may be categorized as BIMARU states viz. Bihar, Madhya Pradesh, Rajasthan and 

Uttar Pradesh that are still under developed both in terms of economic and social 

development. 

The study of public finance is important for optimum utilization of resources in a useful 

manner to achieve growth and social justice. A good budgetary policy is essential for 

distribution of resources in a meaningful and equitable manner. To gain prosperity and 

welfare, an economy needs proper adjustment in its income, expenditure and borrowings. 

The approach followed in this regard by different States in the country and the results 

have been a mixed bag. 

Goa University 
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Goa along with Daman and Diu was liberation from Portuguese rule and became a part of 

Indian Union on 19th  December 1961 that is almost 14 years after India's independence. 

Goa delinked from Daman and Diu to become a full-fledged State on 30 th  May 1987. 

Though a late entry to the planning process Goa has achieved tremendous strides in 

socio-economic development to emerge as the most progressive State in the country. The 

economy of Goa has achieved momentous change in its growth process. 

There is a general feeling that Goa was getting higher central assistance and was 

financially much better off prior to its attaining statehood in May 1987. There is also a 

feeling that Goa is not getting sufficient central assistance under the devolution formulas 

adopted by both Planning Commission for plan assistance and Finance Commission for 

share in central taxes. Government of Goa has been impressing upon the Planning 

Commission on the need to increase the weight to performance in the Gadgil-Mukharjee 

formula for State-wise allocations of central assistance by the Planning Commission. 

There are supporting views on this from the experts in the field. 

There has been criticism on the large size of Government employees and their increasing 

compensation. There is also a concern in recent years as regards the accumulated debt, 

debt profile and increasing interest payment burden on the State's exchequer. 

Government of India has been emphasizing on curtailment in non-productive subsidy. 

Unlike many other States Goa do not have much problem in terms of power and 

irrigation subsidy. But, high expenditure under social services sector has significant 

subsidy element. Though, the budget documents do not reveal much about provision 

Goa University 
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under the head 'subsidy' there is a need to estimate indirect subsidy in the budgetary 

allocations. Tax to Gross State Domestic Product (GSDP) ratio of the State is nearly 

equivalent to other major States and national average. However, there is a feeling that due 

to high per capita income, the State has much higher tax potential. Key fiscal indicators 

like revenue deficit and fiscal deficit too have gained significance mainly due to various 

targets set by the Twelfth Finance Commission to become eligible for fiscal incentives. 

Goa is a very small State, equivalent to a district in a bigger State. Normally, there are 

studies conducted on bigger States and even interstate comparisons are also restricted to 

bigger States. In case of Goa, though there are published articles, features and reports on 

specific topics, there are very few studies on overall economic development of the State. 

Therefore, this study envisages a critical evaluation of socio economic impact of public 

finances in the State of Goa. 

1.2 Literature Review 

There are a number of books, research papers and articles pertaining to various facets of 

public finances of State and Central Governments. As regards Goa, Prabhakar S. Angle 

(2001) in his book entitled Goa: An Economic Update has observed that in spite of 

unsatisfactory governance, Goa has marched ahead in giving a lead to the state in respect 

of number of socio-economic indicators. The march could have been faster, had it not 

been for the infructuous, wasteful and extravagant expenditure incurred by the 

Government on various segments, especially after the attainment of statehood. When Goa 
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attained statehood it was presumed that Goa would be a model state. In fact it could be 

one, since it had all the ingredients of a model to be emulated by other states. However, it 

appears that, presently, a few negative ingredients have scored a march over positive 

ones. The sooner the process is reversed, the better for the state and the country. 

D.K. Srivastava et al (1999) in their fiscal study of Assam have concluded that Assam's 

matrix of problems comprises seriously dwindling industrial economy with near-zero 

capital inflows, industries like timber and plywood coming to a standstill, a cash-

constrained government budget, pre-emptive claims of salaries, and virtual halt of capital 

formation from budgetary resources. In fact, three intertwined downward spirals have 

been identified that account for the economic slide of Assam. At the core of these spirals 

are insurgency, fiscal imbalance, and unproductive plans. 

M. Govinda Rao (2000) has analyzed the evolution of tax system in India since the early 

1990s. His paper describes and assesses the introduction of new forms of direct and 

indirect taxes, their revenue and equity implications and the successes achieved in their 

implementation. He has concluded that after eight years of tax reform, a number of 

disquieting features in the tax system still remain. Improving the productivity of the tax 

system continues to be a major challenge in India. The tax ratio is yet to reach the pre-

reform levels. Although the coverage under income tax has shown significant 

improvement, much remains to be done to reach the hard-to-tax groups. The ratio of 

domestic trade taxes in particular has continued to decline and this has posed a major 

constraint in reducing tariffs which is necessary to achieve allocative efficiency. 

Designing of tariffs itself needs to be examined to ensure lower tariffs as well as a low 
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level of dispersion to ensure that effective rates of protection are as intended. Reforms in 

excise duties have not reached the stage of achieving a simple and transparent 

manufacturing stage of VAT. Much remains to be done to simplify and rationalize the 

state and local consumption rates. Concerted efforts are necessary to create a proper 

management information system and automating tax returns. Above all, tax reforms 

should become systemic, a continuous process to keep the economy competitive instead 

of being sporadic and crisis-driven. 

D.K. Srivastava et al (1999) have observed in their fiscal study of Kerala that while the 

strategy of extensive participation of the government in the social sectors succeeded in 

Kerala, the same strategy did not bear fruits in the economic sectors. For the social 

sectors, markets could not be have been relied upon to provide universal coverage in 

areas like elementary education and primary health at near zero prices. On the other hand, 

the government and the public sector did not succeed in ensuring adequate returns on 

capital invested in the economic sectors. Without being successful on the economic side, 

even the success on the social side slip away. It is therefore, imperative to recast the role 

of the government in Kerala such that its primary participation in the social sectors and in 

a limited number of economic sectors like irrigation and infrastructure would be 

sustained by and give feedbacks to the growth impetus of the economy based on 

efficiencies inculcated into the system by private enterprise and innovations which would 

thrive in a well designed fiscal, economic and regulatory framework. 

N.J. Kurian (1999) in his paper on State Government Finances has brought out the 

deteriorating trend in state finances. Failure to contain wasteful expenditure and 
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reluctance to raise additional resources on the part of the states are the main causes. Tax 

wars among state governments to attract private investments in the wake of economic 

reforms as well as competitive populism on the part of ruling parties and contenders for 

power led to this. The last blow has been the pay revision of employees forced upon the 

state governments by the centre's unilateral decision to implement Fifth Pay Commission 

Report. Consequently, states are starved of funds to meet the essential investment needs 

in social and infrastructure sectors. Large borrowings are resorted to by several states just 

to meet the current expenditure. Almost all the indicators of fiscal health of the state 

economies are steadily deteriorating. The paper reaches the conclusion that unless drastic 

measures to correct the situation are resorted to without delay, finances of several states 

will collapse. 

Indira Rajaraman et al (1999) in their fiscal study of Punjab have observed that slower 

than average growth since 1986 is a cause of concern. Among the leading constraints to 

growth revival in Punjab are the sector policies affecting power and water. The 

Government of Punjab needs to find a way to quickly reverse the policy of highly 

subsidized but unreliable supply of power and canal water for irrigation. Part of the 

potential fiscal savings from power and water sector reforms deserves to be earmarked 

for gender-specific upgradation of school facilities. Declining levels of budget outlays for 

public investment is a trend that needs to be reversed. In the absence of any reforms, the 

Punjab economy is likely to lag behind the rest of India. 

George Kopits (2001) in his paper on Fiscal Policy Rules for India assesses the potential 

usefulness of fiscal policy rules for India, in the light of rapidly growing international 
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experience in this area. As part of this assessment, he explores various design options and 

institutional arrangements that seem relevant for India, in the context of the Fiscal 

Responsibility and Budget Management Bill. The paper concludes that India's public 

deficit bias and indebtedness cannot be sustained much longer, especially with stepped-

up external liberalization. Thus, there is a strong case for adopting fiscal responsibility 

legislation that involves; a high degree of transparency; well-designed fiscal policy rules 

at the national and sub national levels of government; short-run contingency measures 

and a multiyear macro-budgetary process; an institutional framework for implementation 

of rules; and appropriate preparation and sequencing, including the phase-in of 

supporting structural reforms. 

Tapas K Sen et al (2000) in their fiscal study of Haryana have concluded that the 

initiative of the Government of Haryana in reforming the power and irrigation sectors 

would be crucial for the State to realize its growth potential. The fruition of these 

initiatives, by releasing resources, would significantly determine the ability of the State to 

address the inadequacies in the social sectors. In the short term, hoWever, additional 

resources could be generated through further tax rationalization, fuller utilization of 

potential in taxing road users, urban property owners and video viewers. Further increase 

in indirect taxation, however, is not advisable given the resultant negative impact on the 

efficiency of the economy. Within the divergent strains in the budget, a credible plan for 

strengthening key social services needs to be laid out; an important step for enhancing 

human capital formation and hence, long-term economic growth of the State. 
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M. Govinda Rao et al have examined the Changes in State Government subsidies 

covering the period 1977-87. In their analysis they have observed that the States have not 

used non-tax revenues except cess and royalty on mines and minerals as a significant 

source of finance. Non-tax revenues formed not only a low and declining share in states' 

revenues but have also been highly volatile. In all the states, subsidies formed a high and 

increasing proportion of the cost of public services. One major reason for the high rate of 

growth of subsidies was the rising share of expenditure on social services, which 

generally have very low recovery rates. Distribution of subsidies is highly inequitable. 

Better-off sections of population are appropriating a disproportionate share of subsidies. 

The paper concludes that the search for policy options to correct fiscal imbalance in India 

calls for a careful analysis of budgetary subsidies, with a view to making them more 

transparent and facilitating better targeting. Benefits to intended beneficiaries of a tax-

transfer system can be provided either through pure income transfers or through subsidies 

on goods and services. Direct transfer payments are transparent, and their beneficiaries 

are explicitly targeted. As a pure redistributive device, this should be the preferred policy 

instrument. However, if the intention is to induce higher absorption of specific public 

services, specific subsidies would be necessary. The problem with this, however, is that 

the total volume of subsides involved is often not known. Its allocative and distributive 

implications remain unclear., and therefore, targeting and avoiding unintended 

distributional or allocative effects, difficult. 

Rao Govinda (2002) in his paper on State Finances in India has observed that sharp 

deterioration in state finances during the last decade — as evidenced by sharp increases in 

revenue, fiscal and primary deficits, increases in their indebtedness and contingent 
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liabilities, and decline in capital and maintenance expenditures — has been a matter of 

serious concern to policy makers. Low buoyancy of central transfers and spill over of 

central pay revisions have had the most adverse impact on state finances. However, the 

state's own fiscal performance has also seen sharp deterioration. On the transfer system, 

the scheme proposed by the Ministry of Finance attempts to link a portion of transfers to 

fiscal reforms. There are serious design issues in the scheme. It is no certain whether the 

scheme will be effective either. The paper details the areas of reform the states should 

focus on to impart efficiency and improve revenue productivity and prioritization and 

compression of unproductive expenditures. 

Swati Raju (2008) in her paper entitled 'The Revenue-Expenditure Nexus: Evidence For 

India" has analyzed whether a nexus exists between central government revenues and 

expenditures for 1950-51 to 2003-04 by studying the relationship between total receipts 

and an array of expenditure measures so as to determine whether the spend and tax or tax 

and spend hypothesis hold for government finances in India. The empirical exercise of 

the paper provides with mixed results. Significant uni-directional causal movements from 

expenditures to revenues for three of the seven revenue-expenditure pairs viz. total 

expenditure-total receipts, adjusted profiles of expenditures- total receipts and total 

expenditures-tax receipts indicate that expenditures lead and revenues follow (spend and 

tax hypothesis). However, significant uni-directional causal effects from receipts to 

expenditures are also seen for two of the seven revenue-expenditure pairs namely, 

revenue expenditures-revenue receipts and non-development expenditures and total 

receipts (tax and spend hypothesis), which could be taken to reflect Milton Friedman's 

view that governments spend what it receives and as such as they can get away with. 
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Significant feedback relation is observed between development expenditure and total 

receipts and causal independence between the structural components of total revenues 

and total expenditures. The paper thus finds support for both the expenditures lead 

revenues (spend and tax hypothesis) and revenue lead expenditures (tax and spend 

hypothesis) between total receipts/tax receipts and different categories of expenditures at 

the level of the central government for India. 

The Ministry of Finance, Government of India (March 1997), in its discussion paper 

entitled "Government Subsidies in India" has dealt in detail about estimation of subsidies 

in the State and Central Government budgets by classifying various services of the 

Government as Merit and Non-Merit Goods. The study observes that subsidies are by 

definition indirect even if they pertain to final goods. If they are administered through 

inputs, the degree of indirectness increases. Taxes that fall on final goods, rather than 

inputs, are preferred among indirect taxes as they are least distortionary, and most 

amenable to controlling incidence. Similarly, subsidies that directly accrue to the target 

beneficiaries are more desirable than subsidies administered through inputs. In case of 

subsidy on a final good, targeting is reported to be poor, and leakage extensive. Similarly, 

on average, nearly half of the fertilizer subsidies is estimated to accrue to the 

producers/suppliers rather than farmers. A significant portion of subsidies in higher 

education is appropriated by the middle to high income groups. Subsidies are inducing 

wastage of scarce resources, and promoting inefficiency. Externally low recovery rates in 

sectors relating to irrigation water, electricity and diesel lead to their wasteful use having 

been drawn away from other sectors in which their productivity would have been higher. 

The paper has recommended that reforms of present regime of subsidies should focus on 
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reducing the overall scale of subsidies, making subsidies as transparent as possible, using 

subsidies for well-defined economic objectives, focusing subsides to final goods and 

services with a view to maximizing their impact on the target population at minimum 

cost, instituting systems for periodic review of subsidies and setting clear limits on 

duration of any new subsidy schemes. 

D.K. Srivastava et al (2003) in their paper entitled "Budgetary Subsidies in India" have 

dealt in detail various issues related to subsiding Social and Economic Services in the 

budgets of State and Central Governments. The paper has observed that Central 

Budgetary subsidies have grown over years. The economic sector subsidies are nearly 

five and half times as large as those of the social services. Aggregate budgetary subsidies 

of the state government have fallen since 1994-95. The recovery rates have also come 

down. The per capita state subsidies have shown a regressive pattern. The paper has 

recommended that subsidy reforms should aim at limiting their volume relative to 

revenue receipts, focusing these to only Merit I and Merit II categories, targeting 

beneficiaries, making the system transparent and explicit and avoiding multiple subsidies 

to serve a single objective. Subsidy reforms should focus on selected sectors in the first 

instance to obtain maximum results. As regards food subsidy the paper recommended 

that in the long-run, a properly decentralized two-tier intervention for food subsidization 

should be developed and Centre should maintain only optional buffer stock for strategic 

market intervention and for exigencies. Food subsidies should be delinked from policies 

to support agricultural incomes. In a period of five years, fertilizer subsidies in their 

present form should be done away with and proper exit policy formulated for inefficient 

units. 

Goa University 



15 

Introduction and Literature Review 

A limited amount of subsidies targeted to marginal poor farmers could be linked to actual 

purchases through a reimbursement system. A significant portion of irrigation subsidies 

goes to finance excess staff in the irrigation departments. There is a need to drastically 

prune the existing staff, reduce costs, and augment recoveries to cover at least the 

operation and maintenance costs. Power subsidies largely subsidize inefficiencies. There 

is a need to reduce T&D losses, make subsidies more explicit, overhaul the Electricity 

Act and drastically prune staff strength in the SEBs. Under Agriculture sector, input 

subsidization should be avoided, support to agriculture incomes and food subsidization 

should be delinked, and the two policy objectives should be served by separate policy 

instruments. Under social sector, subsidies for only Merit I and Merit II categories are 

justified. Elementary Education, primary and preventive health care are deserving cases 

and even in these cases, subsidies should be administered to the intended beneficiary as 

far as possible. As regard subsidization of the public sector, the study recommends that as 

public sector falls under the non-merit category, subsidization should be discouraged. 

Towards managing user charges the paper has observed that user charges can be better 

linked to costs and more easily managed when inefficiency costs are minimized, quality 

of services is improved, automatic cost-linked revision mechanisms are put in place, and 

new institutions are brought forth to look after the interests of the consumers as well as 

the service providers. 

Nizar Jetha in his study entitled "State Finances in India: The Case of Gujarat" has 

observed that the most critical issue of state finances is the rapid growth of current 

expenditures. Achievement of moderate budgetary surpluses requires both restraint over 

the growth of current expenditures and greater resource mobilization. Unless restraint can 
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be exercised on the growth of social welfare expenditures, serious inroads into the 

resources available for basic infrastructure and services will be difficult to avoid. 

Gujarat's experience suggests that sustaining high rates of growth of revenues from own 

taxes will be difficult. Widespread adoption of tax measures with inadequate regard for 

their economic effects underlines growing difficulties of raising additional tax revenues 

from existing tax structures. The economic efficiency aspect of state taxes, especially in 

relation to sales taxes, is a cause for considerable concern. As regards broadening the 

revenue base, the measures suggested in the study are achievement of adequate returns to 

investment in major state enterprises such as State Electricity Boards and State Road 

Transport Corporation, Setting of water charges at levels that cover at least the cost of 

maintaining irrigation systems and Steady reductions in subsidies for, in particular, 

higher education and specialized medical services. Gujarat's experience suggests that 

unless the state's revenue base is substantially enlarged through measures such as greater 

reliance on user charges, increasing dependence on revenue measures with undesirable 

economic effects will be inevitable. 

The studies of Seshan (1987), Report of the Controller and Auditor General of India 

(1988) and Rangarajan, Basu, Jadhav (1992) expressed trepidation over the increasing 

levels of domestic debt in India. Chelliah (1991) suggested reducing the primary deficit 

to 2.5 per cent of GDP by the year 2000-01 to slow down the growth of public debt and 

contain the total deficit at around 8 percent of GDP. While assessing the sustainability of 

Central Government finances, Pattnaik (1996) observed that towards attaining fiscal 

sustainability the debt-GDP ratio be brought down to 50 percent by the end of fiscal 2000 

from the 1996-97 level of 54 percent. Raj araman and Mukhopadhyay (2000) observed 
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that in order to stabilize the domestic debt to GDP ratio at 40 per cent, the permissible 

primary deficit would be 1.6 percent of GDP aggregating across Central and State 

Governments. Rajaraman, Bhide, Pattnaik (2005) observed that fiscal correction at state 

level is no longer an option, but has become an imperative for credibility in financial 

markets and thus states will now have to carry overall primary surpluses in order to 

stabilize debt as a percent of GSDP. 

There have been attempts to set ceiling on borrowings as a bench mark to policy makers. 

For instance, the Maastricht Treaty has two convergence conditions for the members of 

the European Monetary Union viz (a) country's overall budget:deficit for each fiscal year 

must be equal to or below three percent of GDP and (b) a country's stock of public debt 

must be equal to or less than 60 percent of the GDP. The rule being followed in U.K., is 

to keep fiscal deficit equal to government investment. In India, the Eleventh Finance 

Commission (2000-05) had envisaged a fiscal deficit of 6.5 per cent of GDP as the 

desirable target to be achieved by 2004-05. The Tenth Five Year Plan (2002-07) had set a 

target of average fiscal deficit as 6.8 per cent of GDP during the plan period. The 

Government of India in its Fiscal Responsibility and Budget Management (FRBM) 

legislation has set a target of achieving fiscal deficit as 3 per cent of GDP by the year 

2008-09. The Twelfth Finance Commission (2005-10) has recommended enactment of 

FRBM legislation by every State in country to provide for eliminating revenue deficit by 

2008-09, reducing fiscal deficit to 3 per cent of GSDP or its equivalent defined as ratio of 

interest payment to revenue receipts. Thus, it is evident that while there are several 

approaches, there is no clear bench mark so far as debt sustainability level is concerned. 

The meaning of sustainability is often blurred. 
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1.3 Research Problem 

There are no critical studies available on Goa's Model of Development and Socio 

Economic Impact of Public Finances. Socio economic indicators have put Goa ahead of 

rest of the States in the Country. While there are lot of studies done on other States, Goa 

is yet to receive the attention of researchers. This study envisages critical evaluation of 

socio economic impact of public finances, which will open windows for the researchers 

to probe the issues further. 

1.4 Significance 

Today, Goa is considered as most progressive and model State in the country. It is 

believed that the State is at take-off stage for next stage of development. The Government 

of Goa has been saying that it is now aiming for achieving the standards of developed 

nations in the world. For this there is a need to take stock of the situation in terms of its 

various development policies, revenue and expenditure trends and priorities, extent of 

subsidies in the budget, debt stock and its sustainability etc. The research work 

undertaken in this volume has critically evaluated all these issues, which will help the 

State Government in defining its road map for next stage of development. This study will 

open up windows for the researchers to undertake research on various economic and 

development issues of the State. 
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1.5 Objectives of Research 

The main objectives of the study are 

(i) To study the states revenue receipts and expenditure 

(ii) To analyze and evaluate the different components of subsidy in the State's budget 

(iii) To evaluate the policies and practices relating to state budget 

(iv)A comparative study of inter period and interstate budget evaluation 

1.6 Hypothesis 

HI: There exits relationship between revenue receipts and state income. 

H2: Increasing non-development expenditure is a cause for concern. 

H3: Goa's Debt stock is sustainable. 

H4: Non-merit subsidies in the State budget are growing. 

H5: Various policies related to the State budget have yielded positive results. 
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CHAPTER TWO 

METHODOLOGY 

The International Monetary Fund in its dynamic approach makes no judgment whether the 

country's debt should be different from its current level based on some optimization criterion. 

The IMF's approach is to form a view of how outstanding stocks of liabilities are likely to evolve 

over time relative to the government's ability to pay. This also envisages examining how the 

outlook would change under plausible shocks and assess whether the results may lead to an 

unsustainable situation. Log liner model is used to estimate the buoyancy in tax and non-tax 

revenues and its various components. Budgetary subsidies are estimated as unrecovered costs in 

the public provision of goods which are not classified public goods. The goods and services 

classified under social services and economic services are considered for estimation of subsidies. 

The unrecovered costs are estimated as the costs of providing services in excess of recoveries 

from that service. As regards the measures of resource gap like revenue deficit, fiscal deficit, 

primary balance etc, the concepts and definitions of Reserve Bank of India have been made use 

of. 
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CHAPTER 2 

METHODOLOGY 

Various models and statistical techniques used in this report for analyzing the data are as 

follows. 

2.1 Debt Sustainability 

The International Monetary Fund (IMF) in its dynamic approach makes no judgment 

whether the country's debt should be different from its current level based on some 

optimization criterion. The IMF's approach is to form a view of how outstanding stocks 

of liabilities are likely to evolve over time relative to the government's ability to pay. 

This also envisages examining how the outlook would change under plausible shocks and 

assess whether the results may lead to an unsustainable situation. 

The IMF's methodology is based on the following equation of Law of Motion of the 

debt-to-GDP ratio(d t). 

dt = aitdt_t - pbt 

Where 
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(1+it) 	(1+11) 

Cot= 

( 1 +7 t) (l+gt) 	( 1 +gt) 

Pbt= Primary Balance — to - GDP ratio 

rt  = real interest rate 

14 = inflation rate 

gt = real GDP growth rate 

it = nominal interest rate 

Real interest rate, real GDP growth, primary balance and inflation are the factors 

influencing the debt accumulation. 

If Cot  < 1 or rt  < gt  then dt  converges. Debt accumulation becomes stable process. 

Economy will outgrow debt. 

If Cot  > 1 or rt  > gt  then dt  explodes. Debt accumulation becomes explosive process. Debt 

will grow faster than economy. Debt stabilization measures need to be undertaken. 
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To stabilize dt  we need Adt= 0. That is 

Pbt = (fiN —  1) dt_t where (Cot  —1) — 

1 + gt  

If the gap between the real interest rate and real GDP growth is larger, then higher is the 

required primary surplus for the same level of inflation. 

If stock of debt is higher, then higher is the required primary surplus. 

2.2 Buoyancy in Tax and Non-Tax Revenues 

The buoyancy in tax and non-tax revenues and its various components for the period 

1987-88 to 2006-07 have been estimated using the following model. 

Y = aXb 	 Log Y = 	a + b LogX 

Y denotes relevant revenue resource and X denotes State income. 'a' and `1,' are the two 

parameters. `1,' denotes buoyancy in relevant revenue resource. For the purpose of 

rt  - gt  
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calculating the parameters it is presumed that the relationships are logarithmically linear 

and that a significant degree of correlation exists between the variables. 

2.3 Estimation of Budgetary Subsidies 

Budgetary subsidies are estimated as unrecovered costs in the public provision of goods 

which are not classified as public goods. The goods and services classified under social 

services and economic services are considered for estimation of subsidies. The 

unrecovered costs are estimated as the costs of providing services in excess of recoveries 

from that service. The aggregate cost has two components viz. (i) revenue or current 

expenditure on the concerned service (ii) annualized capital costs. The current or revenue 

expenditure does not include transfer to individuals and transfer to funds but transfer 

from funds are included. The capital stock has two components viz physical capital 

invested departmentally and investment in the form of equity and loans given to public 

sector undertakings. In case of physical capital depreciation cost is also taken into 

account. As the capital stock does not always start yielding service immediately, about 

1/3 rd  of capital stock for three years immediately proceeding the reference year is not 

counted and the capital stock is adjusted accordingly. 

Symbolically, the aggregate cost may be written as 

C = RE + (I + d) K + iZ 

Where, 

RE = Revenue expenditure on the service head net of adjustments 
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i = effective interest rate 

d = depreciation rate 

K = aggregate capital expenditure at the beginning of the period 

Z = sum of loans and equity investment at the beginning of the period 

Recoveries from the service or Receipts may be symbolically written as 

R = RR + (I+D) 

Where RR = Revenue receipts 

I = Interest receipts 

D = dividends 

Thus, subsidy is computed as S = C — R 

2.4 Measures of Resource Gap: Concepts and Definitions 

There is no single criterion to measure the resource gap in the Government finances. The 

choice of a particular measure is, therefore, purpose specific. In the context of Indian 

public finance, the traditional approach while measuring the resource gap takes into 

consideration revenue account gap, capital account gap and overall gap. Of late, there has 

been a frequent mention of the concept of gross fiscal deficit (GFD) by researchers while 

analyzing the finances of the State Governments; one variant of GFD viz., primary 

deficit, which is analytically useful to examine the current operations of the Government 
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finances, has been introduced in Indian public finance. The different measures of deficit 

(resource gap) are set out below. 

(a) Revenue Deficit (RD) denotes the difference between revenue receipts and revenue 

expenditure. 

Revenue Account Gap = Revenue Deficit (RD) = Revenue Receipts (RR) — Revenue 

Expenditure(RE) 

(b) Capital Deficit denotes the difference between capital receipts and capital 

disbursements. 

Capital Account Gap = Capital Account Deficit (CAD) = Capital Receipts (CR) — 

Capital Disbursements (CD). 

(c) Conventional deficit (budgetary deficit or overall deficit) is the difference between 

all receipts and expenditure, both revenue and capital. 

Overall Gap = RD+CAD = (RR-RE) + (CR-CD) = [(RR+CR) — (RE+CD)] 

(d) Gross Fiscal Deficit (GFD) is the difference between aggregate disbursements net 

of debt repayments and recovery of loans and revenue receipts and non-debt capital 

receipts. 

Gross Fiscal Deficit (GFD) 

= RE + [CD-(Discharge of Internal Debt (DID) + Repayment of Loans to Centre 

(RLC) + Recoveries of Loans & Advances (RLA)] — RR 
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= RE + [Capital Outlay (CO) + Loans & Advances by States (LAS) + DID+RLC — 

(DID +RLC+RLA)] - RR 

= (RE-RR)+[CO+(LAS-RLA)+(DID-DID)+(RLC-RLC)] 

= RD+CO+ Net Lending (NL) 

(e) Net Fiscal Deficit (NFD) is the gross fiscal deficit less net lending of the State 

Governments. 

Net Fiscal Deficit (NFD) = GFD — (LAS-RLA) 

(I) Gross Primary Deficit (GPD) is defined as GFD minus interest payments. 

Primary Deficit (PD) = GFD — Interest Payment (IP) 

(g) Net Primary Deficit (NPD) denotes net fiscal deficit (NFD) minus net interest 

payments. 

Net Primary Deficit (NPD) = NFD — [(IP-Interest Receipts (IR)] 

(h) Primary revenue balance denotes revenue deficit minus interest payments. Primary 

Revenue Balance (PRB) = RD — IP 

(i) Net primary revenue balance denotes revenue deficit minus net interest payments. 

Net  Primary Revenue Balance (NPRB) = RD — (IP-IR) 

2.5 Limitations 

Mainly, the study is confined to secondary data and macro level analysis. Micro level 

details and analysis may throw more light and enhance the quality of findings. For 

instance, under VAT there is scope to study its composition and component-wise 

collection. Similarly, if land revenue is not buoyant the relevant Act may have to be 
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studied to ascertain the causes. However, these are the issues where there is further scope 

for extensive research. The findings on subsidy broadly indicate the quality and extent of 

subsidy in different sectors. However, it does not indicate whether the subsidies are 

reaching the intended beneficiaries, whether the subsidies have increased the output 

levels, quality of life etc. Debt sustainability has been examined based on existing 

policies and historical averages of different variables, which may vary for various 

reasons. Government policies have been analyzed mostly on implementation point of 

view. Analysis of Government policies on stakeholders' point of view is expected to give 

more clarity, which require primary data for analysis. Interstate and inter period 

comparisons are confined to analysis of fiscal indicators and bench marks, without 

having any linkage to their revenue potential, development needs, fiscal policies etc. 
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CHAPTER THREE 

GOA MODEL OF DEVELOPMENT - A PERSPECTIVE 

Levels of Development across the States has been in varies degree. States are classified 

under three levels of development viz Low, Medium and Low. The Low-level comprises 

states that are economically and socially backward The Medium level indicates 

reasonably good economic development but relatively low social development and vice-

versa. The High-level comprises states, which have achieved high level of both economic 

and social development. Perhaps, Goa is the only state in the country to have achieved 

both social and economic development. The success story of Goa has been the highest 

priority accorded for social sector right from the beginning. Goa followed the 

unbalanced growth model by shifting its development focus from social sector to 

industrialization and tourism development thereafter. A significant achievement of Goa 

has been its successful attainment of replacement level in population control in 1990s. 

Goa is already in the third stage of demographic transition characterizing high economic 

development. However," the State is besieged with serious development issues related 

environmental degradation, absence of sewerage and sanitation network lack of solid 

waste management, increasing life style diseases etc. Though, the state is poised for the 

next stage of development it requires policy corrections, and administrative and fiscal 

reforms. 
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CHAPTER THREE 

GOA MODEL OF DEVELOPMENT -- A PERSPECTIVE' 

3.1 Introduction 

Goa covers just 3702 sq kms and has a population of 13.48 lakh according to the 2001 

population census. The tiny state of Goa, along with Daman and Diu, were liberated from 

Portuguese rule on December 19, 1961 to form the Union Territory of Goa, Daman and 

Diu. Thereafter, on May 30, 1987, Goa was delinked from Daman and Diu to become a 

full-fledged state. 

Goa has won honours for its very high level of development indicators, the most recent 

being the Best State Award in the Small States category for 'Budget Management and 

Health Care' by an India Today survey, 2007. 

During the last six decades, India has achieved an annual average growth rate of about 5 

per cent. It was 3.5 per cent in the fifties and sixties, which was popularly known as 

Hindu Rate of Economic Growth; 5-6 per cent thereafter and about 8 per cent in the 

recent past. Though, in mid-eighties, the concept of human development was evolved, it 

remained elusive in India's planning process. Dr.Mahbub-ul-Haq pioneered the concept 

in the Human Development Reports of UNDP. However, the Tenth Five Year Plan of 

India made human development the focal point in the planning process to achieve higher 

economic growth. Important socio-economic indicators of growth, from 1951 to 2005, 

are given in table 1. 

I  Published in Good Governance Magazine, Global Infomedia, December 2007, Bangalore. 
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Table 3.1: Socio Economic Indicators of India: 1951-2005 

Si. 
No. 

Indicator 1951 1961 1971 1981 1991 2001 2005 

1 Population 	(in 
million) 

361 439 548 683 846 1029 1112 

2 Decadal 
Population 
growth 
(Percent) 

21.5 24.8 24.7 23.6 21.6 Not 
applicable 

3 Female 	sex 
ratio 

946 941 930 934 927 933 Not 
applicable 

3 Poverty (%) 54.9 
(73-74) 

44.5 
(1983) 

36.0 
(93-94) 

26.10 
(99-00) 

27.5 
(2004-05) 

4 Per 	capita 
income 	(in 
rupees) COP 

3687 4429 5002 5352 7321 10071 19297 

5 Birth Rate 39.9 41.7 36.9 33.9 29.5 25.4 23.8 
6 Death Rate 27.4 22.8 14.9 12.5 9.8 8.4 7.6 
7 Infant Mortality 

Rate 
- 115 129 110 80 68 58 

8 Literacy 	Rate 
(%) 

18.33 28.30 34.45 43.57 52.20 64.84 Not 
available 

9 Female Literacy 
(%) 

8.86 15.35 21.97 29.76 39.30 53.70 Not 
available 

10 Expectation 	of 
life at Birth 

32.1 41.3 45.6 52.3 58.3 62.5 - 

11 GDP growth 3.6 4.1 3.3 5.4 6.7 5.5 7.3 
12 GDP 

composition 
(per cent) 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 

(i) Primary Sector 58.9 54.5 48.0 41.8 34.9 26.2 22.4 
(ii) Secondary 

sector 
13.2 16.6 19.9 21.6 24.5 23.5 23.9 

(iii) Tertiary Sector 27.9 28.9 32.1 36.6 40.6 50.3 53.7 

The demographic transition in India has witnessed a steady decline in birth rate, death 

rate and infant mortality rate. While the birth rate and death rate have declined by 40 per 

cent and 72 per cent respectively during 1951 to 2005, the infant mortality rate has 

declined by 50 per cent between 1961 and 2005. In spite of this, the decadal growth in 

population has declined only marginally. The population growth has increased from 21.5 
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per cent during 1951-61 to 24.8 per cent during 1961-71 and thereafter, showing a 

decline at very slow pace. The absolute addition in population has increased from 78 

million in 1951-61 to 183 million during 1991-2001, registering a growth of 135 per cent. 

During the period 1951 to 2001 the population increased by 185 per cent. The 

expectation of life at birth too has increased from 32.1 years in 1941-51 to 62.5 years in 

1998-2002 registering a growth of 95 per cent. The per capita income at constant prices 

(1993-94) during the period 1951 to 2001 has increased from Rs.3687 to Rs 10071 

registering a growth of 173 per cent. The Harvey Leibenstein theory of 'critical minimum 

effort' envisages a relationship between per capita income, population growth and 

investment. The theory identifies population as an income-depressing factor whereas 

investment as an income-generation factor. According to Leibenstein, growth in an 

economy is possible only when the income generating factors turn out to be more 

powerful than the income-depressing factors. 

Though targets were set under planned development at regular intervals, the actual 

performance fell short (see table 3.22). Over the last three decades, the poverty levels in 

India have decreased by 50 per cent. However, in terms of absolute numbers, the 

population below the poverty line has declined marginally from 321.6 million in 1973-74 

to 301.7 million in 2004-05. Though, the Tenth Five Year Plan of India has set a target of 

reduction in poverty ratio by five percentage points to 19.3 per cent by 2007 and 15 

percentage points by 2012, it is unlikely to achieve the same as the recent Planning 

Commission estimates of poverty for the year 2004-05 are placed at 27.5 per cent. 
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Table 3.2: India's Birth Rate — Targets and Achievements 

Si. 
No. 

Year in which the 
target was set 

Goal — Year by which 
the target proposed to 

be achieved 

Birth Rate 
targeted (per 

1000) 

Actual Birth 
Rate 

1 1962 1973 25 34.6 

2 1968 1978-79 23 34.5 

3 1974 1979 30 33.7 

4 1976 1978-79 30 33.3 

5 1978 1982-83 30 33.8 

6 1982 (Health Policy) 1985 31 32,9 
1990 27 29.9 
2000 21 25.8 

7 1985 (Seventh Plan) 1990 29.1 29.9 

8 1992 (Eighth Plan) 1997 26 27.2 

9 1997 (Ninth Plan) 2002 23 25.0 

It is evident from table 2 that the country could achieve the target set in 1962 for 1973 

after 40 years, i.e. in 2002. The decline in birth rate over the years has been marginal and 

far above the target set. Therefore, it will be a challenge to the planners to achieve the 

level of replacement in population growth with Total Fertility Rate of 2.1 to be achieved 

by the year 2026 as projected in the Report of Technical Committee on Population 

Projections constituted by Planning Commission (1996). 

However, it is evident from table 1 that the economic structure of the country has 

witnessed a transformation from agrarian to industrial and service sector with the decline 

in the share of primary sector by 36.5 percentage points. The share of secondary and 

tertiary sectors has improved during the same period by 10.7 and 25.8 percentage points 

respectively. But, the labour force composition (table 3) still indicates dominance of 

agriculture sector. It is evident from table 3 that while the labour force in agriculture 
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sector has declined by 17.6 per cent, it has increased by 54.5 per cent in industries sector 

and 46.6 per cent in services sector. Thus, it reveals that the higher level of work force in 

agriculture sector is not getting transformed into value addition to the economy. The per 

capita value addition in primary sector is much lower than the per capita value addition in 

industries and services sector. This substantiates the Alfred Marshall's Law of 

Diminishing Marginal Returns, which states that 'an increase in capital and labour 

applied in the cultivation of land causes, in general, less than proportionate increase in the 

amount of produce raised, unless it happens to coincide with an improvement in the arts 

of agriculture'. Therefore, the need of the hour would be to reorient agriculture sector 

with emphasis on technology, high value addition and giving forward linkage to agro 

based industries and services sector so as to optimise labour productivity. A comparative 

picture of development standards achieved by select developing countries viz-a-viz India 

is given in table 3 and 4. 

Table 3.3: Economic indicators of selected developed countries and India 

Country Year Per 	capita 
income in US$ 

Percents 	of labour force in 
Agriculture !Industry Services 

India 1960 70 74 11 15 
1990-92 330 62 11 27 
2002 620* 61 17 22 

USA 1960 2500 7 36 57 
1990-92 22340 3 25 72 
2002 41400* 2 24 74 

UK 1960 1200 4 48 48 
1990-92 16600 2 28 70 
2002 33940* 1 25 74 

Germany 1960 1220 14 48 38 
1990-92 20510 3 39 58 
2002 30120* 3 33 64 

Japan 1960 420 33 30 37 
1990-92 26840 7 34 59 
2002 37180* 5 31 64 

* Pertains to 2004 
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It is clearly evident from the above table that India is far behind in terms of development 

indicators in comparison with developed countries. A comparative picture reveals that the 

per capita income of India in 2002 was nearly one-fourth of USA and half of the UK and 

Germany in 1960 (table 3). There is considerable variation in composition of labour force 

between developed countries and India. Table 3 reveals that there has been significant 

change in labour force composition in developed countries from 1960 to 2002, 

characterising a shift from agriculture and industry to services sector. In India, the 

agriculture sector is still dominant with more than 50 per cent workforce in contrast to the 

developed countries share of less than 5 per cent in agriculture. Therefore, India's 

strength lies in primary sector, which may have to be harnessed to get maximum output 

to get higher rate of growth and high per capita income. Therefore, the advice of Dr APJ 

Abdul Kalam for another 'green revolution' in India is relevant. 

Table 3.4: Important vital statistics for select developed countries and India 

Country Birth Rate Death Rate Infant Mortality Rate 
1970 1994 2003 1970 1994 2003 1970 1994 2003 

India 41 26 24.8 18 9 8 137 68 63 
USA 18 16 14 10 9 9 20 8 7 
UK 16 14 12 12 11 10 19 6 5 
Germany 14 10 9 13 11 10 23 6 4 
Japan 19 11 9 7 7 8 13 4 3 

It is evident from table 4 that birth rate and infant mortality rate in 2003 were worse than 

the rates in USA, the UK, Germany and Japan in 1970. While the distance between India 

and developing countries in case of birth rate and death is much smaller, the very high 

infant mortality rate of India is a matter of concern. 
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India has attained the status of 'developing economy' or 'emerging economy' due to the 

marked improvement achieved over the last six decades. 

3.2 Levels of Development 

However, development across the states has been in varied degree. This paper classifies 

states under three levels of development — Low, Medium and High. The Low-level 

comprises states that are economically and socially backward. The Medium-level 

indicates reasonably good economic development but relatively low social development 

and vice-versa. The High-level comprises states, which have achieved high level of both 

economic and social development. 

Picture 3.1: Diagrammatic presentation of Levels of Development in India 
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In the diagrammatic representation of development levels, Economic Development is on 

the Y-axis and Social Development on the X-axis. OZ is the development path. 

Development levels are represented in quadrants. The quadrant OADE comprises states 

with Low-level development. ABCD and DEFG comprise states with Medium-level 

development and CDGH consists of states with High-level development. Clearly, all 

states cannot be put in one basket for development prescriptions. We need different 

policy prescriptions for the three levels of development. 

(i) 	Low Level 

Professor Ashish Bose, a noted demographer, coined BIMARU, an acronym for Bihar, 

Madhya Pradesh, Rajasthan and Uttar Pradesh — states with a significant share of the 

country, both in terms of area and population. Their development indicators are 

unsatisfactory. As per 2001 population census BIMARU states comprise about 36 per 

cemt of India's population and 30 per cent of geographical area. Therefore, Prof Bose 

advocated a focus on the indicators of BIMARU states. See table 5 for details. 

BIMARU states should have the first right on national resources with an emphasis on 

education and health sectors in terms of human resources and development of physical 

and economic infrastructure. 
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Table 33: Socio-Economic Indicators of BIMARU states : 2004-05 

Sl. 
No. 

Indicator Bihar Madhya 
Pradesh 

Rajasthan Uttar 
Pradesh 

1 Population 	(in 
million)* 

83 60 57 166 

2 Expectation of life at 
birth 1998-02 

60.8 56.9 61.1 59.1 

3 Female Sex ratio* 919 919 21 898 
3 Poverty (%) 2004-05 41.4 38.3 22.1 32.8 
4 Per capita income (in 

rupees) 
5722 14069 16212 11477 

5 Birth rate 30.4 29.4 26.6 30.4 
6 Death rate 8.1 9.0 7.0 8.7 
7 Infant mortality rate 61 76 68 73 
8 Literacy rate (%)* 47.00 63.74 60.41 56.27 
9 Female literacy (%)* 33.1 50.3 43.9 42.2 
10 Workers composition 

(per cent)* 
100.0 100.0 100.0 100.0 

(i) Agriculture 77.3 71.5 65.9 65.8 
(ii) Household industry 3.9 4.0 2.9 5.6 
(iii) Other workers 18.8 24.5 31.2 28.5 
11 Total 	fertility 	rate 
	 1998 

4.3 3.9 4.1 4.6 

*2001 population census 

(ii) 	Medium Level 

Punjab and Haryana have achieved significant progress in agriculture production. They 

have surplus production and generate exports. Agriculture, coupled with industrial 

development, has resulted in their rapid economic progress with high per capita income 

and low poverty. However, social development in these states has not been 

commensurate with economic progress. In terms of literacy, Punjab is ranked 16th and 

Haryana is ranked at 19th in the 2001 census. Female literacy in Haryana is just above 

the national average and the gender gap in literacy is higher than the national average. 

Sex ratio of both Haryana and Panjab is among the lowest in the country and is much 
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below the national average (2001 census). Birth rate, death rate and infant mortality rates 

are in the vicinity of the national average. The socio-economic indicators of Punjab and 

Haryana are given in table 3.6. 

Table 3.6: Soico-economic Indicators of Punjab and Haryana: 2004-05 

Si. 
No. 

Indicator Punjab Haryana 

1 Population (in million) * 24 21 
2 Expectation of life at birth 1998-02 68.5 65.2 
3 Female sex ratio * 874 861 
3 Poverty (%) 2004-05 8.4 14.0 
4 Per capita income (in rupees) 30701 32712 
5 Birth rate 18.1 24.3 
6 Death rate 6.7 6.7 
7 Infant mortality rate 44 60 
8 Literacy rate (%) * 69.65 67.91 
9 Female Literacy (%)* 63.36 55.73 
10 Workers Composition (per cent) * 100.0 100.0 
(i) Agriculture 38.9 51.3 
(ii) Household industry 3.7 2.6 
(iii) Other workers 57.4 46.1 
11 Total fertility rate 1998 2.6 3.3 

* 2001 population census 

Kerala has the highest literacy levels in the country. Its health indicators such as birth 

rate, death rate, infant mortality rate are not only highly impressive but are also close to 

that of a developed nation. Surprisingly, Kerala has not been able to achieve similar 

levels of economic development. The per capita income of Kerala is just above the 

national average. It is ranked 10th in poverty levels among the states and union territories 

(Planning Commission, Government of India, 2004-05). West Bengal comes a close 

second. The fact that both states have communist governments could be one of the reaons 

for this. See table 7 for development indicators in Kerala and West Bengal. 
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Table 3.7: Socio-Economic Indicators of Kerala and West Bengal: 2004-05 

Si. 
No. 

Indicator Kerala West Bengal 

1 Population (in million) 32 80 
2 Expectation of life at birth 1998-02 73.5 63.9 
3 Female sex ratio 1058 934 
3 Poverty (%) 15.0 24.7 
4 Per capita income (in rupees) 27048 22497 
5 Birth rate 15.0 18.8 
6 Death rate 6.4 6.4 
7 Infant mortality rate 14 38 
8 Literacy rate (%) 90.86 68.64 
9 Female literacy (%) 87.72 59.61 
10 Workers composition (per cent) 
(i) Agriculture 22.8 44.1 
(ii) Household industry 3.6 7.4 
(iii) Other workers 73.6 48.5 
11  Total fertility rate 1.8 2.4 

(iii) 	High level 

Goa is the only state in the country to have achieved both social and economic 

development. At the time of liberation Goa, along with Daman and Diu, was in the 

middle of the national third five-year plan. The then administration of the territory 

appointed a Planning Board comprising experts to formulate draft third five-year plan for 

the territory to integrate it to the national plan. The Draft Plan gave first priority for the 

power sector with 39 per cent outlay, emphasizing thermal power generation, followed by 

Transport, Communication and Building (20 per cent), Social Services (18 per cent), 

Agriculture and Allied Activities (14 per cent) and other sectors (9 per cent). The 

National Council of Applied Economic Research (NCAER) also suggested processing 
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industries such as rice and oil mills, fruit and fish preservation plants, tanning, footwear, 

textiles, etc. The study also suggested need for the rapid development agriculture, 

fisheries and animal husbandry. 

The popular government accorded priority for education and health. The number of 

primary schools increased from 476 in 1961-62 to 1,031 in 1967-68 (including Daman & 

Diu) and the number of secondary schools went up from 91 to 369 in the same period 

within an increase of more than 560 per cent in enrolment. This also resulted in a 

significant increase in literacy rate (31.23 per cent to 45.31 per cent in 1971). The literacy 

rate of Goa (1960) was lower than Kerala, Maharashtra, Delhi and Chandigarh and was 

just above the national average. In 1961, Goa ranked 14 th  among states and UTs in 

literacy and dramatically jumped to 5 th  rank in 1971. Goa has currently overtaken 

Maharashtra, Delhi and Chandigarh and is ranked 4 th  in the country. The most significant 

aspect is a marked improvement in female literacy. While male literacy has improved 

from 48.70 per cent in 1960 to 88.42 per cent in 2001, female literacy has improved from 

22.80 per cent to 75.37 per cent in the same period. The health indicators too showed a 

marked improvement. The birth rate, death rate and infant mortality rate improved from 

31.80, 13.49 and 70.03 in 1961 to 26.22, 8.64 and 46.43 in 1972. The success story of 

Goa has been its successful attainment of replacement level in population control in 

1990s with total fertility rate in 1998 being 1.77 the best in the country ahead of Kerala. 
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Table 3.8: Socio-Economic Indicators of Goa: 1951-2005 

Si. 
No. 

Indicator 1951 1961 1971 1981 1991 2001 2005 

1 Population 	(in 
million) 

0.55 0.59 0.80 1.01 1.17 1.35 1.43 

2 Decadal 
Population 
growth 	(per 
cent) 

- 7.77 34.77 26.74 16.08 15.21 - 

3 Female 	sex 
ratio 

1128 1066 981 975 967 961 - 

3 Poverty (%) - - 44.26 
(73-74) 

- - 4.40 
(99-00) 

13.8 
(2004-05) 

4 Per 	capita 
income 	(in 
rupees) 

- 438 965 3130 8750 48148 70012 

5 Birth rate - 31.80 26.22 21.61 19.50 15.95 15.84 
6 Death rate 13.49 8.64 7.01 7.46 7.46 7.77 
7 Infant mortality 

rate 
70.03 46.43 28.09 18.76 11.91 14.12 

8 Literacy 	rate 
(%) 

23.48 31.23 45.31 57.25 75.20 82.01 - 

9 Female literacy 
(%) 

- 22.80 35.79 48.29 67.09 75.37 - 

10 NSDP 	growth 
% (current prices) 

- - 11.5 
(61-71) 

15.2 
(71-81) 

12.5 
(81-91) 

20.2 
(91-01) 

8.3 
(01-04) 

10 NSDP 
composition 
(per cent) 

- 100.0 100.0 100.0 100.0 100.0 100.0 

(i) Primary sector - 41.4 30.9 28.5 21.7 12A 11.9 
(ii) Secondary 

sector 
- 8.9 26.5 29.7 30.4 32.8 37.7 

(iii) Tertiary sector - 49.7 42.6 41.8 47.9 55.1 50.4 
11 Workers' 

composition 
(per cent) 

- 100.0 100.0 100.0 100.0 100.0 - 

(i) Agriculture - 63.70 38.83 28.6 27.5 16.5 - 
(ii) Household 

industry 
- NAS 5.79 3.4 2.4 2.8 - 

(iii) Other workers - 36.30 55.38 64.0 70.1 80.7 - 
Total 	fertility 
rate 

- - - - - 1.77 - 

NAS: Not available separately. 
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Goa followed the unbalanced growth model by shifting its development focus in the 

planning process. While the state plan outlay continued to remain the highest for the 

social sector, the development focus shifted to industrialization in the 1970s and tourism 

thereafter. Physical infrastructure such as road network and regional water supply 

schemes also received attention in the planning process. The share of the secondary 

sector in State Domestic Product increased from 7.6 per cent in 1960 to 39 per cent in 

2003-04. The per capita income of Goa has increased from Rs.438 in 1960 to over 

Rs.70,000. Goa is already in the third stage of the Frank Notestein theory of demographic 

transition, characterizing high economic development. 

However, the state has not been able to utilize its resources gainfully. There have been 

cost and time overruns in projects implementation, leading to huge unproductive 

expenditure. The state has a large workforce with an employee-population ratio of 1:30, 

which is perhaps the highest in the country. The environmental impact of mining, 

absence of sewerage and sanitation network, lack of solid waste management, increasing 

lifestyle diseases are some of the important issues, which are still to be addressed. The 

state has huge accumulated debt and very high fiscal deficit. Though, the state is poised 

for the next stage of development it requires policy corrections, and administrative and 

fiscal reforms. Thus, the development model followed by Goa needs in-depth study in 

terms of its achievements, grey areas and reform prescriptions for the future. 

Goa University 



44 
Goa Model of Development — A Perspective 

3.3 Strengths and Weaknesses of different sectors in Goa t  

(a) Agriculture and Allied Activities 

Since liberation, tremendous efforts have gone into the development of agriculture. Land 

reforms have taken place and mundkars (tenants) have become deemed owners. The 

Indian Council for Agriculture Research has set up their centre in Goa. Irrigation 

facilities have also been developed. A lot of money has been pumped in, through plan 

outlays, for infrastructure development, mechanization, high yielding variety seeds, input 

management, subsidy support, extension services etc. While on the one hand crop 

production figures of the Agriculture Department indicate increasing trend, on the other 

hand the dependency of the state for rice, fruits, vegetables and flowers has increased 

tremendously. This paradox is visible in spite of the fact that the population growth has 

stabilized over the years. In the Animal Husbandry sector too, there is a huge import of 

milk, eggs, meat etc 

(b) Irrigation 

Two major and medium irrigation projects were taken up in 1970's with an aim to bring a 

huge command area under irrigation. But they have run into massive cost overruns. The 

Tillari irrigation project, a joint venture project with Government of Maharashtra, with an 

estimated cost of Rs 48 crore, was launched. Unfortunately, there has been an inordinate 

delay in the implementation of the project. Even today, it is only half way through. The 

2  Published in Good Governance Magazine, Global Infomedia, January 2008. Bangalore 
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latest estimated cost is over Rs 1,000 crore and the expenditure incurred has crossed over 

Rs 500 crore. The Salaulim irrigation project, with an estimated cost of Rs 9 crore, was 

launched and though the project is almost complete, the actual expenditure has exceeded 

Rs 200 crore. There have been efforts in recent years for rainwater conservation by 

interlinking of rivers and construction of bandharas. The overall result is that today only 

about 20% of the area is under irrigation and the balance is rainfed. Return on investment 

in this sector is abysmally low due to huge cost and time overrun in implementing the 

projects. 

c. Transport 

The transport sector has grown leaps and bounds. While the emphasis has always been on 

good roads, the planning process has almost failed to realize the need for broad roads, an 

integrated transport system and a mass transport system. In addition to vehicles registered 

within the state there is tremendous traffic inflow from other states, mainly due to 

tourism putting huge pressure on road transport. As iron is exported through Mormugao 

Major Port, the state roads in certain circuits are burdened with heavy traffic. While 

emphasis on tourism and mining remained the backbone of development process due to 

high employment potential, the planning process failed to identify the need for dedicated 

road network for tourism and mining activities. 
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Today, about 80 per cent of passenger transport is handled by the private sector. The 

state-owned Kadamba Transport Corporation (KTC) has rest of the share. While private 

operators are flourishing, KTC is sinking day by day. 

d. Power 

In the 1990s, the Government began to think of setting up a power generation plant in the 

private sector. A 48 MW naphtha-based power plant was set up in the private sector. The 

Government made a power purchase agreement with the independent power producer. 

But it made a mistake in promising to purchase not only the entire power generated but 

also to bear the market fluctuations of naphtha price in the international market. This 

proved to be a huge drain on the state's exchequer. In 2002, the Government partially re-

negotiated the agreement, but it is still a drain on the state's exchequer. Goa gets its 

power from the neigbouring state grids at a low cost, but the quality of power received is 

not superior as Goa is a the tail-end of the grids. The State Government is reportedly 

contemplating a gas pipeline, for which an MOU has been signed with the Gas Authority 

of India. 

e. Industries and Information Technology 

At the time of liberation, Goa had very few industries such as cashew processing, fruit 

and fish canning, laundry soap making, tile making and rice mills. Contribution of the 

manufacturing industry to the state income was only 7.6 per cent in 1960. 
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Industrialisation took place steadily after liberation. There were only 46 small-scale 

industries and no medium and large-scale industries at the time Goa was liberated from 

Portuguese rule. The number of small-scale industries increased to 621 in 1970-71, 3271 

in 1987-88 and 7095 in 2006. By 1970-71, there were 10 medium and large-scale 

industries, which increased to 209 in December 2006. The share of secondary sector in 

the state income was increased from 8.9 per cent in 1960 to 26.5 per cent in 1970-71, 

29.7 per cent in 1980-81, 30.4 per cent in 1990-91 and 37.7 per cent in 2003-04. The state 

has emerged as a hub of the pharmaceutical industry. Though, the contribution of 

secondary sector to the state's income is very high, the sector is prone to high variation. 

Though there are more than 7,000 SSIs in the state, the number of units, which are 

actually functioning, is reported to be much less. About 80 per cent of the value addition 

to the state income is accounted by only about 20 per cent of the industries. Therefore, 

any major problem like sickness or lock out or strike will have an adverse impact on the 

state's income estimation. 

The Goa, Daman & Diu Industrial Development Corporation (GDDIDC) was set up 

under the GDDIDC Act 1965 and the Economic Development Corporation (EDC) was 

set up in 1975 to develop industrial estates, industrial sheds and necessary infrastructure 

required for industrial development. The Economic Development Corporation was set up 

by the Government in 1975 mainly to promote industrialization by providing financial 

assistance for industries. Presently, there are 20 industrial estates in the state with 2,127 

plots and 1,128 functioning industrial units. There are many industries outside the 

industrial estate also. The EDC has extended over Rs.500 crore for industrial 
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development. But, unfortunately, poor appraisal of loans sanctioned, bad management 

and poor recovery efforts have resulted in the EDC's downfall with over 70 per cent of its 

portfolio becoming non-performing assets today. 

Goa has not been able to make any significant impact in the IT sector so far. However, 

setting up of Goa Broad Band Network, State Portal, State Data Centre and Citizen 

Service Centres in public private partnership format are expected to make a significant 

impact on the IT scenario in the state. But, the much hyped IT Parks are yet to become a 

reality. Goa needs a giant project in IT sector, which can make significant mark in the 

economy in general and the employment sector, in particular. 

f. Water Supply and Sanitation 

Goa has a good piped water network. The Salauli irrigation project takes care of South 

Goa's drinking water needs and the Tillari project fulfils the needs of North Goa. The 

state gets very high rainfall every year. The rainwater, which flows into the sea, can be 

harnessed by interlinking rivers, constructing bhandaras etc. Distribution is a major 

problem as there is huge leakage due to corroded pipes. The ball-pack estimate of leakage 

is about 30 to 35 per cent. Sanitation is another problem. Cities such as Panaji, Vasco and 

Margao have no full coverage. Otherwise, the entire state is sock-pit dependent, which is 

polluting wells and other water bodies. 
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g. Urban Development 

Solid waste management is emerging as a serious environmental hazard due to NIMBY 

(Not In My Backyard) syndrome. The huge amount of garbage piled up in different parts 

of the state need to be dealt with before it creates an epidemic. There are numerous 

instances where solid waste treatment plants exist in the midst of population and the one 

in Bangalore (Karnataka) is an example. Therefore, any further delay in this regard may 

only prove disasters to Goa. Now, Goa has tremendous opportunity to put its cities in 

order as the Government of India has evolved schemes for planned development of cities 

and towns. Under the Jawaharlal Nehru National Urban Renewal Mission (JNNURM), 

Panaji has been selected by the Government of India for 100 per cent grant assistance. It 

all depends on how efficiently the State Urban Development Ministry meets the 

requirement of this scheme so that the central assistance starts flowing for development 

of Panaji. If the state shows quick results in Panaji, probably, it can stake a further claim 

for assistance from JNNURM for other cities. For other smaller cities, the state can also 

get central assistance from other schemes of the Ministry of Urban Development, 

Government of India. Therefore, the state has to aim for orderly development of its cities 

and towns by evolving city development plans and tapping central assistance to augment 

resource availability. 
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h. Social Services and Subsidy 

The very high level of human development indicators of the state vouch for the highest 

priority accorded by the state for this sector. Even today, nearly 50 per cent of the plan 

outlay is spent on social services. Investment in human development will have multiplier 

effect in the economy. Nevertheless, there are issues of very high drop out rate, need to 

improve the quality of education, including curriculum and teachers, improving the 

standards of higher and technical/professional education, need to set up centers of 

excellence like IITs and IIMs etc. There is a need to upgrade the quality of health care, 

both in terms of infrastructure and delivery mechanism and also make available the super 

specialty services within the state at affordable levels to the common man. A huge 

amount of money is being spent in this sector, giving direct benefits to recipients like free 

computers to high school students; pension of Rs.1000 every month to nearly one lakh 

senior citizens, widows and differently abled persons; mediclaim for the entire 

population, with liberal eligibility criteria to reimburse expenditure on super specialty 

treatment for facilities which do not exist in the Government hospitals. While the need 

for subsidy to the deserving poor is a necessity, it is important to ensure that such subsidy 

really reaches the needy. For instance, under the Cyberage Student Scheme, launched 

five years ago, computers were given to over 1,00,000 high school students. This was 

done without having a defined IT curriculum in schools. It was presumed that availability 

of computers would facilitate students to use them in their studies and also become IT 

savvy. The scheme created heaps of e-garbage all over the state. In the case of the 

Dayanand Social Security Scheme, there have been unconfirmed reports that senior 
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citizens from economically well-off families are receiving a monthly pension of Rs.1000. 

Therefore, there is a need is to study the subsidy component of various Government 

schemes and, wherever required, re-orient such schemes to target them well and give 

maximum benefits to the poor. 

i. 	Mining and Tourism 

The two sectors are the backbone of Goa's economy. They generate jobs but they also 

generate tremendous pressure on the infrastructure of the state and also lead to 

environmental degradation. Tourist arrival is growing exponentially and the present 

arrival statistics is placed at nearly 28 lakh per annum, which is twice the population of 

the state. The state receives about 3.5 lakh to 4 lakh foreign tourists ever year, which 

forms about 13 per cent of the foreign tourist arrival to India. Thus, the foreign exchange 

earning from tourism alone is in the range of about Rs 2,200 crore a year. Tourism has 

totally changed the land use scenario in the state due to its very high economic viability 

over other sectors in relative terms. People prefer to retain agriculture land fallow and are 

willing to make large swathes of such land available for hotels and resorts. The 

Government of Goa needs to regulate land and ease pressure on the environment while 

evolving its tourism policy. 

Over 33 million tones of iron ore, valued at Rs 4500 crore, are being exported annually to 

China, Japan and other countries from the Mormugao port. Mining exports have put the 

Mormugao Port Trust, a central PSU, on sound financial footing. In return, Goa gets only 
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about Rs 25 crore annually in the form of royalty. But mining has severely damaged the 

infrastructure, especially roads, agriculture fields and general health of the population in 

the mining belt. Considering the significant contribution of these two sectors to the nation 

in terms of exports and foreign exchange earnings, the Government of Goa has to make a 

strong case to the central government for 'special category status' for infrastructure 

development and environmental upgradation to ensure sustainability of mining and 

tourism. 

j. Public Finance 

Goa has an accumulated debt liability of about Rs 6000 crore. Therefore, though the State 

has a very high per capita income, its per capita debt is also very high. Its ratio to Gross 

State Domestic Product (GSDP) is in the range of 40 per cent, while the general 

recommended norm by the Twelfth Finance Commission is less than 30 per cent. The 

ratio of fiscal deficit to GSDP, at present is also in the range 5 per cent as against the 

target of 3 per cent to be achieved by the state by 2008-09, under the Fiscal 

Responsibility Budget Management (FRBM) Act, 2006. Though, the state has been able 

to achieve the Zero revenue deficit target ahead of schedule, sustaining this trend would 

be difficult as the Sixth Pay Commission recommendations expected shortly and a very 

high level of retirement of Government employees in the coming years is bound to 

increase the revenue expenditure on salaries and pension tremendously. Though, the state 

has put in place some mechanisms like Sinking Fund and Guarantee Redemption Fund to 

take care of debt and guarantee liabilities, it may not be sufficient as the state has to work 
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out a long term fiscal reform package with strategies to contain revenue expenditure, 

increase capital formation, target subsides, minimize cost and time overruns in 

implementation of projects and, more importantly, keep the debt liability at sustainable 

levels. It is not necessary that Government revenues have to grow by continuously 

burdening the people by taxes and non-tax measures. The state needs administrative 

reforms to increase the productivity of its workforce. It needs to identify projects, which 

can be implemented under public-private partnership model so as to bring in private 

investment and ease pressure on public finances. 
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CHAPTER FOUR 

REVENUE RECEIPTS AND EXPENDITURE 

Revenue receipt buoyancies in respect of different components of State's Own Tax 

and Non-Tax Revenues, Grants in Aid from Government of India and Share in Central 

Taxes have been measured using log-liner model. Data for 20 years of post-statehood 

period from 1987-88 to 2006-07 has been made use of F-Statistic indicates high 

level of statistical significance in respect of all the sources of revenue receipt except 

Interest Receipt/Dividend and Grants in Aid from Government of India. The buoyancy 

estimates from log-linear model reveal that the buoyancy rate was more than 'unity' 

in case of State 's Own Tax and Non-Tax Revenues except for State Excise, Land 

Revenue, Interest Receipt/Dividend and Non-Tax Revenue from General Services. The 

State may augment revenue collection from State Excise probably by revising the 

excise duty structure which is presently far below in comparison with rest of the 

States. As the share capital investment made in the State Owned PSUs is not yielding 

any return, it is necessary that Government has to be more practical and professional 

in making share capital investment in PSUs and institutions. Government of Goa is 

not getting adequate central grants and share in central taxes in spite of its 

substantial cor.tribution. Therefore, the State has to make a strong case before 

Government of India to suitably dovetail incentive mechanism in the devolution 

formula. Increasing trend of non-development expenditure mainly salaries, pension 

and interest payment is a cause for concern. 
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CHAPTER FOUR 

REVENUE RECEIPTS AND EXPENDITURE 

4.1 Revenue Receipts 

Revenue receipt comprises State's Own Tax Revenue, State's Own Non-Tax 

Revenue, Share in Central Taxes and Grants-in-Aid from Government of India. Data 

for 20 years of post-Statehood period i.e. from 1987-88 to 2006-07 has been compiled 

for analysis. The year-wise revenue receipts for the period 1987-88 to 2006-07 may 

be seen in table 4.1. It is evident from the table 4.1 that the revenue receipt has 

registered an annual compound growth rate of 15.53% during the period 1987-88 to 

2006-07. 

Table 4.1 Revenue Receipt and Expenditure 
Rs. in crore 

Sl. 
No. 

Year Revenue 
Receipts 

Revenue 
Expenditure 

Revenue 
Surplus(+)/ 

Deficit(-) 
1 1987-88 137.98 145.47 -7.49 
2 1988-89 183.83 171.79 12.04 
3 1989-90 189.16 200.34 -11.18 
4 1990-91 246.55 239.40 7.15 
5 1991-92 279.30 288.75 -9.45 
6 1992-93 327.93 319.41 8.52 
7 1993-94 390.57 357.34 33.23 
8 1994-95 445.70 389.46 56.24 
9 1995-96 500.31 467.43 32.88 
10 1996-97 564.10 542.11 21.99 
11 1997-98 622.85 636.90 -14.05 
12 1998-99 654.47 795.25 -140.78 
13 1999-2000 713.81 922.67 -208.86 
14 2000-01 789.87 1015.88 -226.01 
15 2001-02 930.59 1159.09 -228.50 
16 2002-03 1123.53 1290.58 -167.05 
17 2003-04 1254.86 1395.33 -140.47 
18 2004-05 1460.63 1583.81 -123.18 
19 2005-06 1805.89 1827.74 -21.85 
20 2006-07 2142.43 2000.98 141.45 
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The composition of revenue receipts is given in table 4.2. From 1987-88 to 2006-07, 

the State's Own Tax Revenue has registered an annual compound growth rate of 

18.49% and the State's Own Non-Tax Revenue has grown at 20.41% annually on 

compounding basis. It may also be seen from table 4.3 that the share of State's Own 

Tax Revenue in the total revenue receipt has increased from 37.29% in 1987-88 to 

Table 4.2: Composition of Revenue Receipts 
Rs.in crore 

SI. 
No. 

Year Own 

Tax 

Revenue 

Own 

Non-Tax 

Revenue 

Grants-in- 

aid 

from GOI 

Share in 

Central 

taxes 

Total 

1 1987-88 51.45 13.22 45.36 27.95 137.98 

2 1988-89 61.73 26.31 59.26 36.53 183.83 

3 1989-90 69.97 32.65 60.49 26.05 189.16 
4 1990-91 84.74 33.68 74.84 53.29 246.55 

5 1991-92 113.48 43.15 59.74 62.93 279.30 

6 1992-93 143.52 44.40 64.64 75.37 327.93 
7 1993-94 187.72 62.92 61.53 78.40 390.57 

8 1994-95 226.00 61.76 71.04 86.90 445.70 
9 1995-96 271.70 84.31 73.25 71.05 500.31 

10 1996-97 302.73 101.02 69.80 90.55 564.10 

11 1997-98 365.30 97.18 63.80 96.57 622.85 
12 1998-99 357.21 157.80 42.34 97.12 654.47 

13 1999-2000 458.49 119.28 40.12 95.92 713.81 

14 2000-01 515.29 102.78 66.95 104.85 789.87 

15 2001-02 569.90 194.14 59.29 107.26 930.59 

16 2002-03 602.81 329.69 77.02 114.01 1123.53 

17 2003-04 710.77 356.47 52.55 135.07 1254.86 
18 2004-05 856.44 369.87 72.16 162.16 1460.63 

19 2005-06 1096.47 398.18 66.52 244.72 1805.89 
20 2006-07 1291.52 450.29 88.49 312.13 2142.43 

60.28% in 2006-07 and the highest being 65.24% in 2000-01. Similarly, the share of 

State's Own Non-Tax Revenue in the total revenue receipt has increased from 9.58% 

in 1987-88 to 21.02% in 2006-07 and the highest being 29.34% in the year 2002-03. 

This increase in the share of State's Own Revenue Collection over the years may be 

attributable to significant decline in the level of devolution of central resources from 

the Government of India and increased revenue mobilization effort by the State 

Government to meet the growing needs of expenditure (Graph 4.1). 
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It is evident from table 4.2 that the devolution of resources from Government of India 

has not been significant during the period 1987-88 to 2006-07. From 1987-88 to 

2006-07, grants-in-aid from Government of India has registered an annual compound 

growth rate of 3.58% only. During the same period share in central taxes to Goa has 

registered an annual compound growth rate of 13.54%. It is also evident from table 

4.3 that the share of grants-in-aid from Government of India in the total revenue 

receipts had declined from 32.87% in 1987-88 to 4.13% 2006-07 and the lowest being 

3.68% in 2005-06. Similarly, the share of central taxes devolution in the total revenue 

receipt had declined from 20.26% in 1987-88 to 14.57% in 2006-07 and the lowest 

being 10.15% in 2002-03. The devolution under Grants-in-Aid from Government of 

India comprises normal central assistance from the Planning Commission in the 

Annual Plans governed by the Gadgil Mukherjee formula, additional central 

assistance from the Planning Commission for specific programmes like Western 
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Ghats Development Programme, Accelerated Irrigation Benefit Programme, 

Accelerated Power Development and Reforms Programme etc., grants from various 

central ministries for implementation of centrally sponsored schemes and grants 

awarded by the Central Finance Commission for specific purposes. 

Table 4.3 Spread of Revenue Receipts 

Per cent 
SI. No. Year Own 

Tax 
Revenue 

Own 
Non-Tax 
Revenu 

Grants-in- 
aid 

from GOI 

Share in 
Central 
taxes 

Total 

1 1987-88 37.29 9.58 32.87 20.26 100.00 
2 1988-89 33.58 14.31 32.24 19.87 100.00 
3 1989-90 36.99 17.26 31.98 13.77 100.00 
4 1990-91 34.37 13.66 30.35 , 21.61 100.00 
5 1991-92 40.63 15.45 21.39 22.53 100.00 
6 1992-93 43.77 13.54 19.71 22.98 100.00 
7 1993-94 48.06 16.11 15.75 20.07 100.00 
8 1994-95 50.71 13.86 15.94 19.50 100.00 
9 1995-96 54.31 16.85 14.64 14.20 100.00 

10 1996-97 53.67 17.91 12.37 16.05 100.00 
11 1997-98 58.65 15.60 10.24 15.50 100.00 
12 1998-99 54.58 24.11 6.47 14.84 100.00 
13 1999-2000 64.23 16.71 5.62 13.44 100.00 
14 2000-01 65.24 13.01 8.48 13.27 100.00 
15 2001-02 61.24 20.86 6.37 11.53 100.00 
16 2002-03 53.65 29.34 6.86 10.15 100.00 
17 2003-04 56.64 28.41 4.19 10.76 100.00 
18 2004-05 58.63 25.32 4.94 11.10 100.00 
19 2005-06 60.72 22.05 3.68 13.55 100.00 
20 2006-07 60.28 21.02 4.13 14.57 100.00 

It may be seen from table 4.2 that there was hardly any growth in the grants-in-aid 

during the 20 years of post Statehood period and in real terms it had declined 

significantly. The grant-in-aid devolution is mostly linked to the level of 

development achieved by the States and Goa being among the progressive States in 

the country, has been receiving less grants. The devolution of normal central 

assistance from the Planning Commission is governed by the Gadgil Mukherjee 

formula, which is totally unfavourable to Goa. 
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The share in central taxes is governed by the recommendations of Central Finance 

Commission appointed by the President of India every five years. The quantum of 

devolution depends upon the share of horizontal distribution and vertical distribution 

as finalized by the Central Finance Commissions. This also depends on the buoyancy 

in the collection of central taxes by the Government of India. If the Central Finance 

Commission recommends higher level of horizontal distribution then it is obvious that 

the kitty available for distribution to the States under vertical distribution increases. 

Under vertical distribution also the States that are poor get higher share and the high 

income progressive States will relatively get lower share as the formula for vertical 

devolution mostly remains favourable to socially and economically weak States. It is 

evident from table 4.2 that though the share of central taxes in the total revenue 

receipts has declined, the devolution of central taxes to Goa in absolute terms had 

increased considerably from the Ninth Finance Commission to Tenth Finance 

Commission and from Eleventh Finance Commission to Twelfth Finance 

Commission. However, this is not commensurate with the contribution of Goa in 

central taxes as it is evident from table 4.4. 

The table 4.4 gives year-wise central taxes collected by the Government of India from 

Goa and the percentage of central taxes devolved to Goa to the revenue collected 

from Goa for the period 1988-89 to 2006-07. 
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Table 4.4: Central Taxes Collected from Goa 1988-89 to 2006-07 

SI.No. Year Central Annual Share in Annual Ratio of taxes 
Taxes Growth central taxes Growth received to 

Collected 
from Goa 

(%) recevied by 
Goa 

(%) collected (%) 

(Rs. In crore) (Rs. In crore) 
1 	1998-99 976.10 97.12 9.95 
2 	1999-2000 1150.91 17.91 95.92 -1.24 8.33 
3 	2000-01 1217.47 5.78 104.85 9.31 8.61 
4 	2001-02 1245.47 2.30 107.26 2.30 8.61 
5 	2002-03 1368.54 9.88 114.01 6.29 8.33 
6 	2003-04 1772.15 29.49 135.07 18.47 7.62 
7 	2004-05 1959.41 10.57 162.16 20.06 8.28 
8 	2005-06 2147.38 9.59 244.72 50.91 11.40 
9 	2006-07 2725.59 26.93 312.13 27.55 11.45 

From 1998-99 to 2006-07, while the central taxes collected from Goa had registered 

an annual compound growth rate of 13.70%, the share in central taxes received by 

Goa had registered an annual compound growth rate of 15.71%. It may be seen from 

the table that during the year 1999-2000 while there was a growth of 17.91% in the 

central taxes collected from Goa, the share in central taxes received by Goa had 

declined by 1.24% over previous year. It may also be seen that in almost all the years 

there is no relation visible between the taxes collected from Goa and the share 

received from Goa. This is basically on account of the fact that there is no linkage 

between the central taxes collected from each State and the vertical devolution share 

recommended by the Finance Commission. 

The vertical devolution share is pre-determined for a period of five years as 

recommended by the Finance Commission which is linked to the quantum of 

devolution under horizontal devolution again fixed for five years. Therefore, even if 

from in a particular State if the central tax collection is more and if the overall 

collection in that year in the entire country is less then the share devolved to that State 

will also be low and vice versa. As per the recommendation of Twelfth Finance 
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Commission under horizontal devolution the total kitty available for distribution to 

the State's each year will be 30.5% of total tax collected in the country. If this formula 

is applied to Goa during the year 2006-07, as against the State's contribution of 

Rs.831.30 crore (being 30.5%), the share received by Goa was Rs.312.13 crore. In 

other words as against 30.5% Goa received only 11.45% during 2006-07. 

As mentioned earlier the vertical devolution formula is designed in such a way that 

the need for finances in poorer States is much more than the progressive States. While 

this concept is unquestionable in the light of overall development of the country, it is 

necessary that incentive mechanism is need to be factored in the devolution formula 

as performance criteria so that the States get rewarded for their contribution in the 

collection of central taxes by the Government of India. 

4.2 State's Own Tax Revenue 

The States own Tax Revenue comprises Land Revenue, State Excise Duties, Taxes on 

Vehicles, SalesNalue Added Tax, Taxes on Goods and Passengers, Stamps and 

Registration Fees and Other Taxes and Duties. Revenue from Entertainment tax, 

Luxury Tax and receipts under the Goa Tax on Infrastructure Act, 1997 is clubbed as 

Other Taxes and Duties. It is evident from the table 4.5 and 4.6 that more than 65% of 

the State's Own Tax Revenue is from Sales/VAT. 
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Table 4.5: State's Own Tax Revenue 
	

Rs. in crore 

SI. 
No. 

Year Land 
Revenue 

State 
Excise 
duties 

Taxes 
on 

vehicles 

Sales 
tax/ 
VAT 

Taxes 
on 

Goods 

Psgrs 

Stamps 

Registra- 
tion fees 

Other 
taxes 

duties 

Total 

1 1987-88 0.29 5.82 3.08 38.17 1.08 2.24 0.77 51.45 
2 1988-89 0.44 7.35 5.61 42.13 1.29 3.27 1.64 61.73 
3 1989-90 0.56 9.24 4.12 48.78 1.35 3.56 2.36 69.97 
4 1990-91 0.84 12.62 4.50 58.71 1.83 3.67 2.57 84.74 
5 1991-92 0.88 14.98 5.26 81.30 1.83 5.24 3.99 113.5 
6 1992-93 0.88 19.08 6.73 104.11 2.02 5.24 5.46 143.5 
7 1993-94 1.48 21.10 8.54 135.51 2.50 9.31 9.28 187.7 
8 1994-95 2.90 26.01 10.40 159.23 3.25 13.12 11.09 226.00 
9 1995-96 2.31 26.95 12.53 193.50 4.69 17.85 13.87 271.70 

10 1996-97 3.30 26.76 15.03 220.30 4.75 16.96 15.63 302.7 
11 1997-98 3.22 31.99 31.23 258.22 5.86 16.55 18.23 365.30 
12 1998-99 4.04 35.17 24.45 254.22 3.83 16.57 18.93 357.2 

1999- 
13 2000 5.23 36.06 28.32 348.18 3.95 18.14 18.61 458.5 
14 2000-01 3.00 38.98 29.92 387.82 13.07 21.91 20.59 515.3 
15 2001-02 7.54 46.13 32.83 401.47 36.19 26.38 19.36 569.90 
16 2002-03 2.71 46.79 36.78 439.19 30.47 26.56 20.31 602.81 
17 2003-04 5.28 53.44 50.76 502.36 41.14 28.96 28.83 710.77 
18 2004-05 5.15 55.34 58.78 567.19 103.10 35.69 31.19 856.4 
19 2005-06 5.08 55.35 63.84 743.31 130.80 60.49 37.60 1096 
20 2006-07 6.23 57.23 74.56 844.82 138.02 115.92 54.74 1292 

(a) Land Revenue 

It is evident from the table 4.5 and 4.6 that Land Revenue has been an insignificant 

component of State's Own Revenue Receipts. It is evident that its share in the State's 

Own Revenue Receipts had mostly remained below 1%, though it has growth at an 

annual compound growth rate of over 17% from 1987-88 to 2006-07. Receipts from 

Land Revenue comprise Land Revenue Tax, Rates and Cesses on Land and receipts 

on account of Survey & Settlement Operations including Conversion of Land. 
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Table 4.6: Spread of State's Own Tax Revenue (Per cent) 
SI. 
No. Year Land 

Revenue 
State 

Excise 
duties 

Taxes 
on 

vehicles 

Sales 
tax/ 
VAT 

Taxes 
on 

Goods 

Psgrs 

Stamps 

Registra- 
tion fees 

Other 
taxes 

duties 

Total 

1 1987-88 0.564 11.31 5.99 74.19 2.10 4.35 1.50 100.00 
2 1988-89 0.713 11.91 9.09 68.25 2.09 5.30 2.66 100.00 
3 1989-90 0.800 13.21 5.89 6912 1.93 5.09 3.37 100.00 
4 1990-91 0.991 14.89 5.31 69.28 2.16 4.33 3.03 100.00 
5 1991-92 0.775 13.20 4.64 71.64 1.61 4.62 3.52 100.00 
6 1992-93 0.613 13.29 4.69 72.54 1.41 3.65 3.80 100.00 
7 1993-94 0.788 11.24 4.55 72.19 1.33 4.96 4.94 100.00 
8 1994-95 1.283 11.51 4.60 70.46 1.44 5.81 4.91 100.00 
9 1995-96 0.850 9.92 4.61 71.22 1.73 6.57 5.10 100.00 
10 1996-97 1.090 8.84 4.96 72.77 1.57 5.60 5.16 100.00 
11 1997-98 0.881 8.76 8.55 70.69 1.60 4.53 4.99 100.00 
12 1998-99 1.131 9.85 6.84 71.17 1.07 4.64 5.30 100.00 

1999- 
13 2000 1.141 7.86 6.18 75.94 0.86 3.96 4.06 100.00 
14 2000-01 0.582 7.56 5.81 75.26 2.54 4.25 4.00 100.00 
15 2001-02 1.323 8.09 5.76 70.45 6.35 4.63 3.40 100.00 
16 2002-03 0.450 7.76 6.10 72.86 5.05 4.41 3.37 100.00 
17 2003-04 0.743 7.52 7.14 70.68 5.79 4.07 4.06 100.00 
18 2004-05 0.601 6.46 6.86 66.23 12.04 4.17 3.64 100.00 
19 2005-06 0.463 5.05 5.82 67.79 11.93 5.52 3.43 100.00 
20 2006-07 0.482 4.43 5.77 65.41 10.69 8.98 4.24 100.00 

It is evident from the table 4.7 that Land Revenue Tax had always remained 

insignificant. It is not clear why the land revenue tax has lost its relevance, which is a 

matter of detailed investigation. In Goa land is a very precious resource and there has 

been tremendous demand for land in recent years. Real estate prices in Goa have sky 

rocketed in recent years and reached beyond common man's reach. Mostly, rich 

people own huge tract of land, which is accruing significant value to its owners. As 

mentioned elsewhere in this report, communidades in Goa too own huge tract of land, 

which is also not fetching any revenue to the Government. It is unfortunate that while 

even a small flat/house owner, who finds it difficult to lead a comfortable life is made 

to pay house tax every year, people owning huge tract of precious land are not paying 

any tax on their valuable asset. Therefore, there is a need to explore taxing people 
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Table 4.7: Composition of Land Revenue (Rs. in crore) 

Si. 
No. 

Year Land 
Revenue 

Tax 

Rates & 
Cesses 
on Land 

Survey & 
Settlement 
Operations 

Other 
Receipts 

Total 

1 1987-88 0.08 0.07 0.00 0.14 0.29 
2 1988-89 0.44 
3 1989-90 0.06 0.06 0.0 0.44 0.56 
4 1990-91 0.06 0.04 0.00 0.74 0.84 
5 1991-92 0.06 0.04 0.73 0.05 0.88 
6 1992-93 0.05 0.11 0.61 0.11 0.88 
7 1993-94 0.06 0.05 1.32 0.05 1.48 
8 1994-95 0.06 0.02 2.77 0.05 2.90 
9 1995-96 0.05 0.15 2.05 0.06 2.31 

10 1996-97 0.05 0.01 3.20 0.04 3.30 
11 1997-98 0.05 0.03 3.11 0.03 3.22 
12 1998-99 0.34 1.05 2.61 0.04 4.04 

1999- 
13 2000 0.65 0.07 4.29 0.22 5.23 
14 2000-01 0.33 0.05 2.52 0.1 3.00 
15 2001-02 0.05 0.04 3.99 3.46 7.54 
16 2002-03 0.03 0.06 2.57 0.05 2.71 
17 2003-04 0.16 0.18 4.90 0.04 5.28 
18 2004-05 0.03 1.14 3.95 0.03 5.15 
19 2005-06 0.04 0.15 4.86 0.03 5.08 
20 2006-07 0.03 0.17 5.86 0.17 6.23 
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owning huge tract of land either in the form of land revenue tax or in some other 

form. 

Revenue from 'Rates & Cesses on Land' too is an insignificant component except for 

two years where the receipts had crossed a crore of rupees. It is a matter to probe why 

only those two years the revenue collection from this component was much higher in 

comparison to all other years. Major component of revenue collection was from 

survey and settlement operations including conversion of land. Further disaggregated 

figures indicate that the revenue collection is mainly from conversion of land. 

Therefore, this is not predictable revenue as it is evident from the figures in table 4.7 

as it depends on the number of applications received for land conversion and issuing 

of sanad. 
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(b) State Excise Duties 

It is evident from table 4.5 that from 1987-88 to 2006-07 revenue collection from 

State Excise Duties has grown at an annual compound growth rate of 12.8%. But, 

there has been inconsistency in year to year basis growth and stagnancy is visible for 

every two to three years. It may also be seen that the share of State Excise Duty in the 

State's Own Tax Revenue had declined from 11.31% in 1987-88 to 4.43% in 2006-07 

and highest being 14.89% in 1990-91. Revenue receipts from State Excise comprises 

Foreign Liquors and Spirits, Malt Liquor, Country Spirits, Liquor, Commercial and 

Denatured Spirits & medicated Wines, Medicinal & Toilet preparations containing 

alcohol etc., Fines and Confiscations and Other Receipts. As the major component of 

revenue being from Foreign Liquors and Spirits and Malt Liquor, the details of 

revenue collection from these two sources for the period 1987-88 to 2006-07 has been 

given in table 4.8 and all other components have been clubbed under "Other 

Receipts'. 

The State Excise is linked to both domestic demand and touristic demand. From 1987-

88 the tourist arrival to the State including foreign tourists has increased by more than 

three times. Population of the State has also gone up from about 9 lakh to 15 lakh. 

Thus, there must be substantial increase in consumption level. Therefore, the excise 

duty collection should have gone up substantially. This can be further examined from 

the growth in excise duty collection in other States. For instance, while the revenue 

collection from State Excise Duty from 1990-91 to 2006-07 has gone up by just over 

three times in Goa, it has increased by over 12 times in Assam, 10 times in case of 

Delhi (From 1993-94 to 2006-07), over 9 times in Karnataka, over 8 times in Orissa 

and Tamil Nadu and over 7 times in Arunachal Pradesh and Tripura,. The State of 
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Table 4.8 Composition of State Excise 
(Rs. in crore) 

SI. 
No. 

Year Foreign 
Liquors & 

Spirits 

Malt 
Liquor 

Other 
Receipts 

Total 

1 1987-88 3.51 1.03 1.28 5.82 
2 1988-89 7.35 
3 1989-90 6.09 1.59 1.56 9.24 
4 1990-91 7.52 3.16 1.94 12.62 
5 1991-92 8.43 4.29 2.26 14.98 
6 1992-93 9.98 6.87 2.23 19.08 
7 1993-94 11.67 7.04 2.39 21.10 
8 1994-95 13.52 9.83 2.66 26.01 
9 1995-96 12.33 11.78 2.84 26.95 

10 1996-97 12.61 11.20 2.95 26.76 
11 1997-98 13.20 12.90 5.89 31.99 
12 1998-99 15.88 14.16 5.13 35.17 

1999- 
13 2000 18.00 12.50 5.56 36.06 
14 2000-01 20.37 11.95 6.66 38.98 
15 2001-02 25.06 13.23 7.84 46.13 
16 2002-03 25.17 15.40 6.21 46.78 
17 2003-04 27.89 17.18 8.37 53.44 
18 2004-05 28.91 17.81 8.62 55.34 
19 2005-06 30.41 18.08 6.86 55.35 
20 2006-07 33.94 15.95 7.34 57.23 
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Goa with a population of just 15 lakh has about 7000 bar licenses while Delhi with 

150 lakh population has just about 500 to 600 licenses. But, the revenue collection in 

Delhi is 20 times more than that of Goa. 

It may also be noted that in the year 2006-07, while the share of revenue collection 

from Excise Duty in the State's own revenue collection was just 4.43% in case of 

Goa, it was 20.64% in Himachal Pradesh, 19.29% in Karnataka, 19.25% in Sikkim, 

17.69% in Meghalaya, 15.44% in Uttar Pradesh, 15.17% in Punjab, 14.77% in 

Madhya Pradesh, 14.36% in Andhra Pradesh, 14.35% in Tamil Nadu, 14.08% in 

Arunachal Pradesh, 13.71% in Rajasthan, 11.30% in Jammu & Kashmir, 11.23% in 

Tripura, 11.14% in Haryana and 11.16% in Delhi. It may also be noted that in some 

North Eastern States viz Manipur, Mizoram and Nagaland the share of Excise 

Revenue in the State's Own Revenue Receipt during 2006-07 was insignificant. The 
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most notable State is Gujarat wherein the Excise Duty revenue during 2006-07 was 

lowest being only 0.23% of total State's Own Revenue, which is mainly due to the 

fact that there exists total prohibition on sale of liquor in the State. However, it may 

also be noted that though the State of Gujarat is not at all dependent on the excise 

duty revenue, the State has managed to raise resources from other sources and 

achieved phenomenal success in its development. As mentioned already, in case of 

Goa the share of excise duty revenue in the State's Own Revenue Receipts has been 

continuously decreasing. 

In Goa, it is important to note that for every 200 persons there is a either a liquor shop 

or a bar & restaurant. It is a matter of research to know the economics of these liquor 

shops as the small State has huge number of liquor licenses. Increasing bar licenses 

every year may be attributable to increasing demand for liquor/beer. As per 60 

round of National Sample Survey (July 2004 —June 2005) pertaining to "Public 

Distribution System and Other Sources of Household Consumption, 2004-2005" 

reveal that in Goa consumption rate of foreign liquor was 132 per 1000 households in 

rural area and 179 per 1000 households in urban area. The consumption rate of beer 

per 1000 household in rural area was 175 and in urban area it was 77. The study 

reveals that these consumption rates are the highest in the country and the 

consumption rate both in rural and urban areas of States were nowhere near to Goa. 

As regards country liquor, the consumption rate in Goa was 104 per 1000 households 

in rural areas and 47 in urban areas and many States had slightly higher rate than Goa. 

Low growth in excise duty collection in Goa over the years may be either due to low 

excise duty structure or pilferage or both. It is a fact that excise duty in Goa is very 
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low in comparison with other States. General argument is that consumption of liquor 

is a way of life in Goa and also low excise duty structure attracts tourists to Goa. 

However, there is no empirical evidence to show that low excise duty attracts tourist 

to Goa. Promoting consumption of liquor, even if it has become a way of life, cannot 

be considered as a welfare measure. The Goa Medical College and Hospital records 

indicate that both morbidity and mortality on account of consumption of liquor in Goa 

has been increasing. Therefore, it may not be a wise thing to promote consumption of 

liquor by keeping low excise duty structure. With high excise duty structure other 

States are receiving increasing number of tourists. For instance, as per recent news 

paper report excise duty collection in Kerala during 2008-09 has increased to 

whooping Rs.3600.00 crore an increase of over 4 times from 2005-06. Therefore, in 

the interest of the society and also to increase the revenue collection it may be 

appropriate to rationalize the excise duty structure in Goa either on par with 

neighbouring States or at least close to the duty structure of neighbouring States. 

(c ) Taxes on Vehicles 

Revenue from "Taxes on Vehicles" comprises receipts under the State Motor 

Vehicles Act and the Indian Motor Vehicles Act. It is evident from the table 5.5 that 

from 1987-88 to 2006-07 Taxes on Vehicles has registered an annual compound 

growth rate of18.3%. It may also be seen from table 4.6 that mostly the share of taxes 

on vehicles in the State's Own Revenue Receipts had remained in the range of 4% to 

6%. 
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(c) Sales Tax/Value Added Tax 

This comprises receipts under Value Added Tax Act, State Sales Tax Act and Central 

Sales Tax Act. It is evident from the table 4.5 and 4.6 that this is a major source of 

State's Own Tax Revenue as its share being over 65%. It is pertinent to note that 

during most of the years the share of Sales Tax revenue in the State's Own Tax 

Revenue was more than 70%. In spite of buoyancy in revenue collection after 

implementation of Value Added Tax from 1-4-2005, the share of revenue collection 

from Sales Tax/VAT in the State's Own Revenue Receipts has remained below 70% 

during 2005-06 and 2006-07. On the whole it may be observed that the State has 

mostly maintained consistency in the growth of revenue collection from Sales 

Tax/VAT. From 1987-88 to 2006-07, the revenue collection from Sales Tax/VAT has 

registered an annual compound growth rate of 17.7%. The impact of implementation 

of VAT from 1-4-2005 is visible as the State witnessed 49% growth in revenue 

collection in just two years. However, with the introduction of VAT the Government 

of India has decided to withdraw Central Sales Tax at the rate of one percentage point 

every year and the same has already been brought down to 2% during 2008-09. The 

reduction in revenue collection under CST may affect the State's Own Revenue 

collection if the revenue loss is not compensated by the Government of India in some 

other form like transfer of service tax collection of certain items to States. Actual 

impact of VAT may take some more time to stabilize as input tax credit claims would 

also start flowing leading to refunds. However, introduction of VAT has reduced the 

scope of the States to tinker with the tax structure every now and then as it amounts to 

deviation which the empowered committee on VAT may object. 
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(d) Taxes on Goods & Passengers 

The Taxes on Goods & Passengers comprises Passenger Tax, Goods Tax and tax on 

entry of goods into local areas. It is evident from the table 4.5 that from 2004-05 

revenue collection from Taxes on Goods & Passengers has witnessed tremendous 

growth continuously for three years, which is basically due to buoyancy in revenue 

collection under the Entry Tax under Goa Tax on Entry of Goods Act, 2000 by the 

Commercial Tax Department. From 1987-88 to 2006-07, the revenue collection under 

`Taxes on Goods & Passengers" has registered an annual compound growth rate of 

29.1% and the high growth is attributable to the buoyancy during the last three years 

from 2004-05. It is also evident from the table 4.6 that the share of Taxes on Goods & 

Passengers in the State's Own Revenue Receipts has increased from 1% to 2% during 

many years to 10% to 12% during 2004-05 to 2006-07. 

The entry tax on goods being levied by different States is being challenged by the 

industries in the Court of Law. The entry tax on goods was levied by Karnataka 

Government as early as in 1979. The Goa Tax on Entry of Goods Act, came into 

being in the year 2000. The Tamil Nadu Tax on Entry of Goods into Local Areas Act 

(20 of 2001) was challenged in the Madras High Court by the ITC Limited. The 

Hon'ble Madras High Court in its judgment dated 22 ❑d  March 2007 held that the 

Tamil Nadu Tax on Entry of Goods into Local Areas Act is discriminatory for 

violating the provisions of Article 304(a) of the Constitution of India, since entry of 

tax is sought to be levied only on goods imported into the State of Tamil Nadu from 

any place outside the State for consumption, use or sale within the state but not on 
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goods produced or obtained within Tamil Nadu on their entry into a local area within 

Tamil Nadu. The Hon'ble Court has held that "A levy can in law be considered to be 

of a compensatory nature only if levy is charged for the use of certain trading 

facilities, and the charge that is so made is not disproportionate to the value of the use 

such trading facilities. The mere declaration in the preamble or statement of objects 

and reasons of an enactment that it is compensatory is of no consequence". It is 

pertinent to note that the entry tax being levied by the State is like a cess of 

compensatory nature towards reimbursement of expenses for maintenance of roads 

and bridges and other facilities provided by the State. The Goa Tax on Entry of Goods 

Act 2000 too state that the tax is levied on entry of goods from outside the State using 

any facilities/infrastructure or any other amenities belonging to or provided by the 

State whether on his own account or on account of his principal or any other person or 

who takes delivery or is entitled to take delivery of such goods on its entry into a local 

area. Thus, in Goa too the purpose of tax levied is like a cess of compensatory nature. 

Therefore, if the judgment of Madras High Court is upheld by the Hon'ble Supreme 

Court then the Entry Tax Act of all the States may get struck down, which means a 

major revenue loss to Goa. Alternatively, it is quite possible that as the tax being 

collected is of compensatory nature, the States may have to set aside the amount so 

collected in the form of a dedicated fund for the sole purpose of development of 

infrastructure and facilities. However, at this stage itself Goa Government may 

consider taking a proactive step and create a separate fund for the revenue collected 

from the Goa Tax on Entry of Goods Act, 2000 for the exclusive use of infrastructure 

development and facilities which may be explicitly defined. This initiative may help 

the Government to defend its action of levy of tax for a particular purpose in the Court 

of Law. 
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(e) Stamps and Registration Fees 

Revenue receipts from 'Stamps and Registration Fees' comprises sale of judicial and 

non judicial stamps and fees for registration of documents. It is evident from table 4.5 

that there was phenomenal increase in revenue collection during 2005-06 and 2006-

07. Such a significant increase in revenue receipt was mainly due to sale of huge tract 

of land for SEZ, real estate and various other purposes which led to unprecedented 

increase in revenue collection. Goa is one among few States which has very low 

stamps and registration fees of 2 per cent each for property transaction. Government 

of Goa has also tapped revenue from agreement for sale by introducing slab towards 

payment of stamp duty which was earlier done on a meager Rs.100/- stamp paper. 

Besides tremendous increase in sale of property, the rationalization of stamps and 

registration fees too has contributed towards execution of more number of 

registrations. On account of tremendous public opposition for 'mega' projects, in the 

coming years there may be reduction in registration transactions leading to decline in 

revenue collection. Therefore, it may be difficult for the State to sustain the revenue 

collection level of 2006-07 in the years to come. 

(f) Other Taxes and Duties on Commodities and Services 

Receipts from 'Other Taxes and Duties' comprises revenue from Entertainment Tax, 

Luxury Tax and receipts from cesses under other Acts. It is evident from the table 4.5 

that from 1987-88 to 2006-07, the revenue receipts from 'Other Taxes and Duties' has 

registered an annual compound growth rate of 25.2%. It may also be observed that 
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there has been significant increase in revenue collection from 2003-04 mainly due to 

rationalization of luxury and entertainment tax structure. Government has also started 

collecting cess on transportation of iron coming from outside the State @ Rs.5/- per 

ton. As the cess being collected on transportation of iron and other minerals is 

towards infrastructure development in villages, Government may have to set aside the 

revenue collected as a separate fund and evolve suitable schemes for infrastructure 

development for its utilization. 

4.3 State's Own Non-Tax Revenue 

State's Own Non-Tax Revenue comprises Interest Receipt/Dividend/Profit, General 

Services, Social Services and Economic Services. The State's Own Non-Tax Revenue 

given in table 4.9 is net of receipt from power and lotteries. The percentage share of 

different components of non-tax revenue is given in table 4.10. It is pertinent to note 

that while in other States electricity business is run by the Electricity Boards, in Goa 

Electricity business is run departmentally by the Government. Goa does not have 

power generation of its own except for naphtha based 48 MW plant and few very 

small captive power plants in private sector. 
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Table 4.9: Composition of State's Own Non-Tax Rvenue 

Rs.in crore 
SI. 
No. 

Year Int.Rec./ 
Div/Profit 

General 
Services 

Social 
Services 

Economic 
Services 

Total 

1 1987-88 1.50 0.74 3.52 7.46 13.22 
2 1988-89 3.49 2.13 4.14 16.55 26.31 
3 1989-90 5.29 4.74 4.28 18.34 32.65 
4 1990-91 5.83 2.67 6.42 18.76 33.68 
5 1991-92 6.21 4.03 8.17 24.74 43.15 
6 1992-93 3.70 3.27 9.64 27.79 44.40 
7 1993-94 3.09 3.86 12.94 43.03 62.92 
8 1994-95 2.95 4.25 13.72 40.84 61.76 
9 1995-96 3.77 10.76 19.20 50.58 84.31 

10 1996-97 3.03 8.29 21.20 68.50 101.02 
11 1997-98 3.43 13.68 23.73 56.34 97.18 
12 1998-99 4.89 6.92 47.67 98.32 157.80 

1999- 
13 2000 5.37 8.15 46.81 58.95 119.28 
14 2000-01 3.09 19.84 50.73 29.12 102.78 
15 2001-02 2.62 28.49 62.51 100.52 194.14 
16 2002-03 2.33 18.90 68.06 240.40 329.69 
17 2003-04 2.24 9.06 75.91 269.26 356.47 
18 2004-05 3.73 15.51 71.97 278.66 369.87 
19 2005-06 12.95 9.42 77.09 298.72 398.18 
20 2006-07 15.60 67.08 80.22 287.39 450.29 
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Goa receives power from the Central generating stations in the Western and Southern 

Regions wheeled through the neigbhouring State grids. Thus, the State Electricity 

Department purchases power and sell it to its consumers. The cost purchase of bulk 

power is shown as revenue expenditure under revenue account and receipt from the 

sale of power is shown as receipt under Estimate of Receipts. As the purchase and 

sale of power being only transaction entries, the net of which is taken as receipt from 

the sector Economic Services. Similarly from 1995-96 to 2002-03, Government of 

Goa was running lottery business and the expenditure and sale of lottery figures were 

only transaction entries. Therefore, net revenue earned from lottery business is taken 

as receipt under General Services. It may be seen from the table 4.8 that there was 

significant rise in non-tax revenue collection during 2001-02. Further, the year 2002- 
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Table 4.10: Spread of State's Own Non-Tax Revenue 
Per cent 

SI. 
No. 

Year Int.Rec./ 
Div/Profit 

General 
Services 

Social 
Services 

Economic 
Services 

Total 

1 1987-88 11.35 5.60 26.63 56.43 100.00 
2 1988-89 13.26 8.10 15.74 62.90 100.00 
3 1989-90 16.20 14.52 13.11 56.17 100.00 
4 1990-91 17.31 7.93 19.06 55.70 100.00 
5 1991-92 14.39 9.34 18.93 57.33 100.00 
6 1992-93 8.33 7.36 21.71 62.59 100.00 
7 1993-94 4.91 6.13 20.57 68.39 100.00 
8 1994-95 4.78 6.88 22.22 66.13 100.00 
9 1995-96 4.47 12.76 22.77 59.99 100.00 
10 1996-97 3.00 8.21 20.99 67.81 100.00 
11 1997-98 3.53 14.08 24.42 57.97 100.00 
12 1998-99 3.10 4.39 30.21 62.31 100.00 

1999- 
13 2000 4.50 6.83 39.24 49.42 100.00 
14 2000-01 3.01 19.30 49.36 28.33 100.00 
15 2001-02 1.35 14.67 32.20 51.78 100.00 
16 2002-03 0.71 5.73 20.64 72.92 100.00 
17 2003-04 0.63 2.54 21.29 75.54 100.00 
18 2004-05 1.01 4.19 19.46 75.34 100.00 
19 2005-06 3.25 2.37 19.36 75.02 100.00 
20 2006-07 3.46 14.90 17.82 63.82 100.00 
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03 witnessed phenomenal increase in non-tax revenue collection, and the level has 

maintained thereafter with modest growth every year. 

(a) Interest Receipt/Dividend/Profit 

This comprises interest received on the loans extended to cultivators, local bodies, co-

operative societies etc under various schemes, interest realized on investment of cash 

balances and dividend received from Public Sector Undertakings and other 

institutions where share capital investment has been made by the Government. It is 

evident from the table 4.10 that the share of revenue in the total State's Own Non-Tax 

Revenue has declined significantly from 1987-88 to 2006-07 and now the share has 

become almost insignificant. The improvement shown in the year 2005-06 and 2006-

07 was mainly due to positive cash balance maintained by the State throughout the 
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year, which earned interest on treasury bills. Presently, the State is hardly receiving 

any interest from the loans extended by it. The share capital investment done by the 

State in PSUs including Konkan Railway Corporation is in the order of about 

Rs.200.00 crore. But, the Government is receiving dividend of few lakhs of rupees as 

all the major PSUs are running in loss. The share capital investment of over Rs.40.00 

crore in Konkan Railway Corporation has not yielded any dividend so far. The 

institutions like Kadamba Transport Corporation and Sanjeevani Sugar Factory are in 

deep trouble but still Government is pumping money in the form of share capital 

investment every year. It is high time that Government may have to act tough and take 

economically prudent decisions as regards its PSUs. The functioning of PSUs need to 

be examined professionally and a decision regarding their closure, merger or 

revival/continuation may have to be taken quickly. It is necessary to fix performance 

parameters to each PSU and Government support has to be linked to performance. 

(b) General Services 

The non-tax revenue receipt from General Services comprises revenue from Public 

Service Commission, Police, Jail, Stationery and Printing, Public Works, 

Administration of Justice, Elections, Receipts under Citizenship Act, Fire Protection 

and Control, and lotteries etc. It is evident from the table 4.9 that during the period 

1995-96 to 2002-03, the revenue receipt under General Services was much higher 

mainly due to revenues earned from lottery business. The remaining receipt accounted 

for user charges, rents, sale proceeds and various miscellaneous receipts etc by 

various Departments. However, it may be seen from table 4.9 that during the year 

2006-07 there was phenomenal increase in revenue collection. About Rs.60.00 crore 
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revenue receipts during 2006-07 accounted for receipts towards casino operations. 

Goa is now gaining popularity for both offshore and onshore casinos. While on the 

one hand revenue receipt to the Government from casino operations is increasing, on 

the other hand there are strong public protests and apprehensions on ill-effects of 

casinos in the society. Hon'be Member of Legislative Assembly from Santa Cruz 

Assembly segment Mrs. Victoria Fernandez has been highly vocal in expressing her 

anger during the debates in the Legislative Assembly, wherein she had painfully 

narrated how young Goans coming from abroad are losing their entire income after 

getting addicted to gambling in casinos. She had demanded immediate closure of 

casinos so as to stop further ruining of Goan families. 

Research and empirical evidence reveal negative externalities of casino gambling. 

Mr.Tan Soo San (Singapore) in his article on "Values or Casino?" has narrated how 

in Singapore, casino operations had always remained a matter of debate due to 

divided public opinion. Mr. Tan has observed that "the casino issue debate is not just 

a socio-economic policy dilemma for the Singapore government. It has potential to 

touch the sensitive nerves of social identity, public morality and values. Since public 

opinion is widely divided over the issue, there is danger that the social fabric might be 

torn apart. On the flip side, the debate is also a healthy sign that Singaporeans are 

actively engaged in public policy and are placing their stakes in the nation. One also 

needs to study the implications of the casino idea on the reputation of Singapore as a 

clean, sterile, corruption-free and crime-free city". 

Melissa Schettini Kearney in the paper entitled "The Economic Winners and Losers 

of Legalized Gambling" (Brookings Institution, Washington, February 2005) has 

reviewed the government role in the legalized gambling sector and addresses some of 
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the major issues relevant to any normative analysis of what the government role 

should be. In particular, the paper reviews evidence identifying the economic 

"winners" and "losers" associated with the three largest sectors of the industry: 

commercial casinos, state lotteries, and Native American casinos. The paper also 

includes a discussion of the growing intemet gambling industry. In addition to 

reviewing existing literature and evidence, the paper raises relevant questions and 

policy issues that have not yet been adequately addressed in the economics literature. 

Melissa has observed that there are active constituent groups on both sides of the 

casino debate. Proponents cite the obvious "pent up" demand among American adults 

for casino gambling, noting the spectacular rise in gambling participation that has 

grown alongside the increased availability of casino facilities. In addition to this 

increase in consumer utility, proponents note potential economic benefits such as job 

creation and economic development. The 2004 industry report on Indian Gambling 

notes that Indian gaming facilities directly supported 2,40,000 jobs in 2003, paying 

out $7.9 billion in wages. Supporters of Native American casinos in particular point to 

the potential improvement in economic wellbeing among reservation populations. On 

the other hand, opponents anticipate "cannabilized" sales from competing business 

sectors. Opponents also worry about potential social costs, including increased crime 

and other problem behaviours to the extent that casinos encourage problem gambling, 

they might lead to increased rates of bankruptcy, suicide, and family problems. 

Evans and Topoleski (2002) conduct a rigorous examination of the economic and 

social impacts of Indian casinos for both Indian tribes themselves and surrounding 

communities. The authors employ a difference-in-difference empirical approach that 
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compares economic outcomes before and after tribes open casinos to outcomes over 

the same period for tribes that do not adopt or are prohibited from adopted gaming 

ventures. Their analysis is based on data for all tribes in the 48 contiguous states for 

the years 1983, 1989, 1991, 1993, 1995, 1997, and 1999. Based on the circumstances 

surrounding a particular tribe's gaming operations, the authors define the opening 

date of an Indian casino as either the date a tribe added Class III games to its casino or 

the date of the tribal-state compact signing a new casino into existence. Their analysis 

finds mixed results for the impact of Indian casinos on surrounding communities. 

Their difference-in-difference analysis finds that in counties where an Indian-owned 

casino opens, jobs per adult increase by about five percent of the median value. The 

authors also look at mortality as an outcome. Theoretically, the availability of casino 

gambling may increase substance abuse and suicidal thoughts and so could increase 

mortality rates. On the other hand, to the extent that casino gambling increases 

employment opportunities and income, improved economic well-being could lead to a 

decrease in mortality. Their data suggest that the opening of an Indian casino in a 

county leads to a 2 percent reduction in county-level mortality rates. However, the 

authors identify substantial negative effects as well - bankruptcy rates, violent crimes, 

and auto thefts and larceny each increase in the surrounding community by 10 

percent. Grinols and Mustard (2004) empirically investigate the relationship between 

casinos and crime rates using county-level crime data on the 7 FBI Index 1 offenses 

(robbery, aggravated assault, rape, murder, larceny, burglary, and auto theft) from 

1977 to 1996. 

Melissa while dwelling on unresolved issues has observed that "the weight of the 

empirical evidence suggests that casinos do in fact impose negative social costs on 

surrounding communities, most notably, an increased prevalence of property and 

Goa University 



80 
Revenue Receipts and Expenditure 

violent crime. Studies of riverboat casinos do not find evidence of positive economic 

spill over, though Evans and Topeleski's study of Indian casinos find some evidence 

of increased employment in the surrounding community. Future research is needed 

into the nature of the heterogeneity of effects". 

Thus, the literature indicates that operation of casinos is a mixed bag of benefits and 

ill-effects and it is very difficult to derive the net impact. In Goa the debate on casinos 

has just begun and like in Singapore and elsewhere both proponents and opponents 

have started airing their views. Pressure is building up on the State Government to 

stop casino operations and the concern being expressed by the Government is loss of 

revenue being earned through casino operations in the event of their closure. There 

are some views expressed on the employment generated by the casinos and their 

economic benefits. Presently, all the casinos are floating in river Mandovi and 

considering public protest the Government has already issued orders to casino 

operators to move away into deeper waters. Issues like environmental concerns like 

disposal of garbage etc have already been raised and the Goa Pollution Control Board 

and the Directorate of Food and Drugs have acted swiftly. Opposing the order of the 

Government to move out of Mandovi river, the casino operators have already 

approached the Bombay High Court at Panaji and thus the legal battle has already 

begun. The debate has gained momentum and in the days to come the debate may 

reach its pinnacle and the fate of casinos may get resolved. Therefore, maintaining the 

2006-07 level of revenue receipts under General Services on continuing basis will 

depend on the outcome of ongoing debate on casinos. 
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(c ) Social Services 

The revenue receipts under Social Services comprise receipts from Education, Sports, 

Art and Culture, Medical and Public Health, Water Supply and Sanitation, Housing, 

Urban Development, Information and Publicity, Labour and Employment and Social 

Security & Welfare. Under education, revenue receipt is mostly from tuition and other 

fees and in Medical and Public Health revenue is from Employees State Insurance 

Scheme and user charges in GMC and other health institutions. However, bulk of 

revenue is from Water Supply and Sanitation towards water charges. For instance, in 

the year 2006-07, 72.41% of non-tax revenue under social services was from Water 

Supply and Sanitation and the trend was similar in almost all the year. The budget 

documents reveal that the Public Works Department has not been able to achieve 

budget estimate target of revenue receipt under water supply and sanitation during last 

many years. There are reports that there is at least 30% to 40% leakage on account of 

non-functioning of meters, leakage of water due to corroded pipe line etc. The water 

supply and sanitation sector has the potential to increase revenue collection by 

professionally identifying the measures for improvement including improvement in 

distribution infrastructure. 

(d) Economic Services 

Revenue receipt under Economic Services comprises receipt from Crop Husbandry, 

Animal Husbandry, Dairy Development, Forestry and Wild Life, Co-operation, Rural 

Development, Major and Medium Irrigation, Minor Irrigation, Power, Village and 

Small Industries, Non-ferrous Mining and Metallurgical Industries, Ports and Light 

Houses, Roads and Bridges, Inland Water Transport, Tourism, Civil Supplies, and 

fees for stamping weights and measures. It may be seen from the table 4.9 and 4.10 
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that more than 60% of Sate's Own Non-Tax Revenue is from Economic Services. 

Under Economic Services major component of revenue is from sale of power 

followed by royalty on mining and ports and light houses. 

As mentioned already, in Goa electricity business is run by the Government through 

electricity department. As the subsidy component in the State being low and due to 

very high coverage of metered consumers, the State has been consistently able to 

generate surplus from sale of power. The net of purchase and sale of power is taken as 

revenue earned in the table 4.9. This achievement has been in spite of the fact that 

there has been no revision in tariff since 2001. The Department of Electricity would 

have generated much higher surplus but for a power purchase agreement (PPA) 

signed with Reliance-Salgaonkar Power Company Limited (RSPCL) which has been 

bleeding the State's exchequer due to very high cost of power. In the year 1999 the 

Government of Goa has signed a PPA with RSPCL an independent power producer 

for purchase of 48 MW naphtha based power. As there was huge increase in cost of 

naphtha in the international market the cost power too increased tremendously. The 

Government of Goa purchased power at Rs.9/- to Rs.12/- per unit while the cost of 

power at central generating stations has been below Rs.1.50 per unit. Thus, the State 

unnecessarily paid about Rs.100.00 crore to Rs.150.00 crore every year towards 

purchase of a very high cost power from RSPCL due to faulty power purchase 

agreement signed by it. The PPA was renegotiated in the year 2003 and 

supplementary PPA was signed by reducing the Government commitment to 18 MW 

gradually. If the PPA was not renegotiated the financial burden on the State would 

have been much higher. As the agreement will lapse in the year 2014, the Government 

of Goa will be able to generate more surpluses from power sector thereafter. The 

Electricity Department still has the potential to increase its revenue collection further 
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by changing the non-functioning meters, introduction of electronic meters, reduction 

in T&D losses by improving the infrastructure, leakage due to theft etc. 

Goa is a hub for mineral extraction mainly extraction of iron ore. Nearly 50% of iron 

ore exported to various countries from India is from Goa through Mormugao Major 

Port. This includes iron ore transported form neighbouring States. The iron ore mining 

industry has generated multiplier effect in the economy of the State and generated 

employment to thousands of people directly and indirectly. Mining has also caused 

tremendous environmental degradation including air and water pollution, health 

hazards, degradation of agriculture fields etc. 

A study conducted by The Energy and Resources Institute (TERI) in the year 1998 

had estimated that an amount of over Rs.250.00 crore would be required towards 

restoration of environmental degradation and creation of dedicated infrastructure like 

roads for transportation of minerals. The TERI in its report had also recommended 

imposition of cess on mineral extraction so raise resources required for restoration of 

environmental degradation. However, the State could not impose any cess on mineral 

extraction as the same is governed by the Central Act. It is pertinent to note that the 

export of iron ore is increasing tremendously every year. The revenue being received 

by the Government in the form of royalty is very meager. The details of iron ore 

exported from Goa and royalty received by the State Government from 1998-99 to 

2006-07 are given table 4.11. It is evident from the table 4.11 that the revenue being 

received by the State Government as royalty is meager in comparison with the volume 

of export from Goa. The State Government must be spending huge amount every year 

towards maintenance and infrastructure needed by the Industry. The social cost due to 
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degradation being caused by the mining activity is also borne by the State 

Government. 

Therefore, the revenue being received by the State in the form of royalty is meager 

and inadequate in comparison with the cost being met by the State. Therefore, there is 

a need to increase the royalty on minerals substantially so that the States get adequate 

revenue to develop, maintain and sustain the infrastructure needed by the mining 

industry and also to meet the social cost caused due to environmental degradation. 

The State Government has to appropriately make efforts to convince the Government 

of India on the need to amend the Central Act so that the flow of royalty to the State 

will go up substantially. 

Table 4.11: Iron ore export and revenue from royal 
SI. No. Year Iron Ore Exported from 

Goa Revenue 
from 

royalty (Rs. 
In crore) 

Quantity 
(in million 
tonnes) 

Value 
(Rs. in 
crore) 

1 	1998-99 	15.31 	867.72 12.04 
2 	1999-2000 	14.21 	721.18 12.61 
3 	2000-01 	14.99 	844.68 15.96 
4 	2001-02 	15.75 	941.56 13.07 
5 	2002-03 	19.54 	1079.05 15.64 
6 	2003-04 	23.34 	1622.42 19.23 
7 	2004-05 	24.46 	2792.58 23.51 
8 	2005-06 	27.03 	3422.67 26.94 
9 	2006-07 	33.49 	4591.81 34.16 

It may also be noted that the revenue receipts from ports and light houses has started 

increasing in recent years mainly from Panaji minor port. There is a need to develop 

the minor ports in the State so as to harness their potential for revenue generation in 

terms of transportation of goods and passengers including promotion of tourism. 

Evolving projects on public private partnership format may also be explored. This is 

an area where Government may explore possibility of generating additional non-tax 
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revenues. Under Major and Medium Irrigation sector, the Salaulim Irrigation Project 

has already been completed and the Tillari Irrigation Project is in progress. It is 

expected that the Tillari Irrigation Project may get completed within in next two to 

three years. Thus, the Irrigation Department will have opportunity to increase its 

revenue generation from the water supply from Tillari project for irrigation, drinking 

and industrial purposes. 

4.4 Buoyancy Estimates 

The tax and non-tax revenues would increase due to two reasons. Firstly due to built-

in-flexibility wherein there will be automatic increase in revenues due to the 

interaction with the growing incomes Secondly, the Government may impose new 

taxes and user charges or change the existing rates which would augment the revenue 

collection. Thus, the total increase in the revenues is known as buoyancy. 

The buoyancy in tax and non-tax revenues and its various components for the period 

1987-88 to 2006-07 have been estimated using the following model. 

Y = aXb 	 Log Y = 	a + b LogX 

Y denotes relevant revenue resource and X denotes State income. 'a' and '13' are the 

two parameters. '13' denotes buoyancy in relevant revenue resource. For the purpose 

of calculating the parameters it is presumed that the relationships are logarithmically 

linear and that a significant degree of correlation exists between the variables. 
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The details of logarithmic equations and corresponding correlation coefficients in 

respect different sources of State's Own Tax and State's Own Non-Tax revenues are 

given table 4.12. 

Table 4.12: Buoyancy of Tax and Non-Tax Revenues (1987-88 to 2006-07 
SI.No. Equation R2  R F 

1 Log Yam 	= -1.3598 + 1.0668 Log Xsi 0.9883 0.9941 1517.2** 

2 Log YGNTR 	= -1.9068 + 1.0918 Log Xsi 0.9508 0.9750 346.9** 

3 Log YLR 	= -3.1747 + 0.9834 Log Xsi  0.8574 0.9260 108.3** 

4 Log YsE 	= -1.2347 + 0.7414 Log Xsi  0.9375 0.9682 269.9** 

5 Log YTV 	= -2.7365 + 1.1069 Log Xsi 0.9777 0.9888 788.0** 

6 Log YST/VAT 	= -1.4717 + 1.0563 Log Xsi 0.9863 0.9931 1292.8** 

7 Log YTGp 	= -5.0044 + 1.6444 Log Xsi 0.8533 0.9238 104.7** 

8 Log YSR 	= 	-2.8018 + 1.1029 Log Xsi 0.9357 0.9673 262.1** 

9 Log Yam 	= -3.2637 + 1.2018 Log Xsi 0.9138 0.9559 190.9** 

10 Log YIRD 	= -0.0598 + 0.1854 Log Xsi 0.0917 0.3029 1.8* 

11 Log Yes 	= 	-2.5086 + 0.9468 Log Xsi 0.7214 0.8494 46.6** 

12 Log Yss 	= 	-2.9057 + 1.1910 Log Xsi 0.9736 0.9867 662.9** 

13 Log YES 	= 	-2.2383 + 1.1228 Log Xsi 0.8617 0.9283 112.2** 

14 Log YGIA 	= 	1.6398 + 0.0433 Log Xs1  0.0384 0.1959 0.7* 

15 Log YSICT 	= 	-0.3406 + 0.6380 Log Xsi 0.8687 0.9320 119.1** 

SI: State Income 	OTR: Own Tax Revenue 
LE: Land Revenue 	SE: State Excise 
GS: General Services 	ES: Economic Services 
TGR: Taxes on Goods and Passengers 
OTD: Other Taxes and Duties 
GIA: Grants in Aid 
**: Highly significant 

ONTR: Own Non-Tax Revenue 
TV: Taxes on Vehicles 

ST/VAT: Sales Tax/Value Added Tax 
SR: Stamps and Registration fees 
IRD: Interest Receipt & Dividend 

SICT: Share in Central Taxes 
*: Not significant 

It is evident from the table that the overall buoyancy in the State's Own Tax Revenue 

is 1.0668 with a very high correlation of 0.99, which means that a one per cent 

increase in the State income brings about a little more than one percent increase in the 

State's Own Tax Revenue to the Government. The overall buoyancy in case of Non-

Tax Revenue is 1.0918 with a correlation of 0.97. It may be noted that the buoyancy 
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observed in non-tax revenue is slightly higher than the buoyancy observed in tax 

revenue. 

It is pertinent to note that among the different component of own tax revenues, there 

was no buoyancy in case of State Excise and Land Revenue as the buoyancy observed 

being less than unity. The buoyancy observed in case of State Excise is the lowest 

being 0.7414 with a correlation of 0.97 which means that which means that a one per 

cent increase in the State income brings about less than one percent increase in the 

State Excise revenue to the Government. Similarly, in case of Land Revenue, the 

buoyancy observed is 0.9834 with a correlation of 0.93. Thus, there is a need to re-

look at the duty structure and tax administrative system in case of both State Excise 

and Land Revenue so as to increase the revenue collection. As regards other 

components of State's Own Tax Revenue, a very high buoyancy of 1.6444 is 

observed in case of Taxes on Goods and Passengers followed by 1.2018 in Other 

Taxes and Duties, 1.1069 in Taxes on Vehicles, 1.1029 in Stamps and Registration 

Fees and 1.0563 in Sales Tax/Value Added Tax. As Sales TaxNalue Added Tax 

being the major component of tax revenue, the buoyancy being still low there is still 

scope to improve the revenue collection probably by widening its base, collecting 

huge arrears, plugging leakages and improving the tax administration system. As 

regards the sources of non-tax revenues, it is clearly evident that there is no buoyancy 

at all in case of Interest Receipt/Dividend with a very low correlation of 0.30. This is 

basically on account of the fact that the share capital investment of the Government in 

different PSUs and institutions is not yielding any returns to the Government. 

Therefore, it is necessary that for the future, Government has to be more practical and 

professional in making share capital investment in PSUs and institutions. In case of 

non-tax revenue from General Services also the buoyancy is less than unity with a 
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correlation of 0.85. This buoyancy is also due to lottery business run by the State from 

1995-96 to 2002-03 and higher level of revenue accrual started from 2006-07 on 

account of receipts from casino operations. As discussed elsewhere in this chapter, the 

State is not running any lottery business now and the revenue from casino operations 

on continuing basis will depend upon the outcome of ongoing debate on casinos. The 

non-tax revenues from Social Services and Economic Services have shown higher 

level of buoyancy of 1.1910 and 1.1228 respectively, which is commendable. 

4.5 Revenue Expenditure 

Revenue expenditure comprises interest payment/dividend/profit, general services, 

social services and economic services. The year-wise revenue expenditure for the 

period 1987-88 to 2006-07 may be referred to at table 4.1. During this period the 

revenue expenditure has registered an annual compound growth rate of 14.79%. It is 

evident from table 4.1 that during the first 10 years of Statehood period i.e. from 

1987-88 to 1996-97, the State mostly remained in revenue surplus in 7 years and was 

in revenue deficit during 3 years. The State remained in revenue surplus continuously 

for 5 years during the period 1992-93 to 1996-97. The State plunged into revenue 

deficit in the year 1997-98 and remained in revenue deficit continuously for 9 years 

up to 2005-06 (Graph 2). 
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Graph 4.2: REVENUE SURPLUS/DEFICIT 

The long spell of revenue deficit may be attributable to implementation of Fifth Pay 

Commission pay scale to Government employees and purchase of very high cost 

power from Independent Power Producer as per the power purchase agreement signed 

by the Government. However, with the introduction of Value Added Tax in the State 

from 1-4-2005, there has been significant increase in revenue collection by the 

Commercial Taxes Department and thus the revenue deficit decreased substantially 

during 2005-06 and the State achieved revenue surplus during 2006-07. 

The spread of development and non-development revenue expenditure is given in 

table 4.13. 

Goa University 



Table 4.13: Revenue Expenditure - Development and Non-Development 
Rs.in crore 

SI. 
No. Year Development 

Total 
Non-Dev. Grand 

Total Economic 
Services 

Social 
Services 

General 
Services 

1 1987-88 27.77 64.51 92.28 53.19 145.47 
2 1988-89 39.77 89.34 129.11 42.68 171.79 
3 1989-90 40.79 101.45 142.24 58.10 200.34 
4 1990-91 51.57 120.79 172.36 67.04 239.40 
5 1991-92 55.15 135.49 190.64 98.11 288.75 
6 1992-93 61.67 152.16 213.83 105.58 319.41 
7 1993-94 69.90 167.06 236.96 120.38 357.34 
8 1994-95 76.74 182.66 259.4 130.06 389.46 
9 1995-96 85.86 218.57 304.43 163.00 467.43 

10 1996-97 99.66 250.06 349.72 192.39 542.11 
11 1997-98 104.53 311.47 416.00 220.90 636.90 
12 1998-99 139.66 361.29 500.95 294.30 795.25 

1999- 
13 2000 157.09 415.04 572.13 350.54 922.67 
14 2000-01 165.47 432.75 598.22 417.66 1015.88 
15 2001-02 184.38 478.28 662.66 496.43 1159.09 
16 2002-03 183.93 549.84 733.77 556.81 1290.58 
17 2003-04 249.41 564.26 813.67 581.66 1395.33 
18 2004-05 283.27 667.72 950.99 632.82 1583.81 
19 2005-06 347.68 737.11 1084.79 742.95 1827.74 
20 2006-07 384.11 831.35 1215.46 785.52 2000.98 
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The non-development expenditure comprises General Services and development 

expenditure comprises Social and Economic Services. It may be noted that General 

Services comprises Organs of the State viz. Legislature, Governor, Council of 

Ministers, Administration of Justice and Elections; Fiscal Services viz. Land 

Revenue, Stamps and Registration, State Excise, Sales Tax, Taxes on Vehicles, Other 

Taxes and Duties on Commodities and Services and Other Fiscal Services; Interest 

payment and servicing of debt; Administrative Services viz. Public Service 

Commission, Secretariat General Services, District Administration, Treasury and 

Accounts Administration, Police and Jails. 
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It is evident from the table 4.13 that during the period 1987-88 to 2006-07, the non-

development revenue expenditure has registered an annual compound growth rate of 

15.22% which is slightly higher than the growth observed in the total revenue 

expenditure during the same period. It is evident from the table 4.14 that the share 

non-development revenue expenditure in the total revenue expenditure has increased 

from less than 30% during the initial period of Statehood to 40% now and the highest 

being 42.83% during 2002-03. 

It may be observed that more than 50% of the non-development expenditure is 

towards interest payment on the outstanding debt of the State followed by about 18% 

towards payment of pension of pensioners and about 10% towards Police. The 

balance 20% is accounted towards remaining services referred above. If the State slips 

in containing the fiscal deficit then the debt accumulation will take place at a much 

faster rate which will in turn increase the interest payment liability of the State. 

Presently, the number of pensioners is about 25000, which his nearly half of the 

number of Government of Employees. As per a study commissioned by the 

Government of Goa, by the year 2015, the number of pensioners is expected to exceed 

the number of Government Employees and the pension liability would increase from 

Rs.147.49 crore in 2006-07 to Rs.1500.00 crore in 2015. Thus, it appears that the non-

development expenditure is likely to increase phenomenally in the years to come 

bringing tremendous pressure on the finances of the State. Therefore, as envisaged in 

the Fiscal Responsibility and Budget Management Act 2006, Government may have 

to strive to achieve fiscal deficit to GSDP ratio of 3% on a continuing basis. 

Government may also have to implement its plan of instituting a separate pension 
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Table 4.14: Percentage share of Development and Non-
Development revenue expenditure 

(per cent 
SI. 
No. Year Development 

Total 

Non- 
Dev. Grand 

Total Economic 
Services 

Social 
Services 

General 
Services 

1 1987-88 19.09 44.35 63.44 36.56 100.00 
2 1988-89 23.15 52.01 75.16 24.84 100.00 
3 1989-90 20.36 50.64 71.00 29.00 100.00 
4 1990-91 21.54 50.46 72.00 28.00 100.00 
5 1991-92 19.10 46.92 66.02 33.98 100.00 
6 1992-93 19.31 47.64 66.95 33.05 100.00 
7 1993-94 19.56 46.75 66.31 33.69 100.00 
8 1994-95 19.70 46.90 66.61 33.39 100.00 
9 1995-96 18.37 46.76 65.13 34.87 100.00 

10 1996-97 18.38 46.13 64.51 35.49 100.00 
11 1997-98 16.41 48.90 65.32 34.68 100.00 
12 1998-99 17.56 45.43 62.99 37.01 100.00 

1999- 
13 2000 17.03 44.98 62.01 37.99 100.00 
14 2000-01 16.29 42.60 58.89 41.11 100.00 
15 2001-02 15.91 41.26 57.17 42.83 100.00 
16 2002-03 14.25 42.60 56.86 43.14 100.00 
17 2003-04 17.87 40.44 58.31 41.69 100.00 
18 2004-05 17.89 42.16 60.04 39.96 100.00 
19 2005-06 19.02 40.33 59.35 40.65 100.00 
20 2006-07 19.20 41.55 60.74 39.26 100.00 
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liability fund at the earliest and contribute some portion of its resources to the fund 

annually so as to meet the future pension liability to the extent possible. 

Social Services comprise General Education, Sports, Art & Culture, Health and 

Family Welfare, Water Supply, Sanitation, Housing and Urban Development, 

Information and Broadcasting, Welfare of SC, ST and OBC, Labour and Labour 

Welfare, Social Welfare and Nutrition. Economic Services comprises Agriculture and 

Allied Activities, Rural Development, Special Area Programme Irrigation and Flood 

Control, Energy, Industry and Minerals, Transport, Science, Technology and 

Environment and General Economic Services. From 1987-88 to 2006-07 the revenue 

expenditure under Social Services has registered an annual compound growth rate of 
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14.40%. Under Social Services nearly 50% of the expenditure is towards Education, 

Sports and Art and Culture followed by about 20% on Water Supply and Sanitation 

and about 15% on Health and Family Welfare. It is important to note that the share of 

revenue expenditure on Social Services has declined from over 50% in the initial 

period of Statehood to about 40% now. It may be noted that the revenue expenditure 

on Economic Services has always remained lowest in the vicinity of 20%. From 1987-

88 to 2006-07, the revenue expenditure on Economic Services has registered an 

annual compound growth rate of 14.83%. Under Economic Services, the share of 

revenue expenditure during 2006-07 was highest in Transport sector followed by 

about 18% under Agriculture and Allied Services. 

It is important to note that major component of revenue expenditure is towards 

Salaries, Interest Payment and Pension. If the State Government employs workforce 

more than its requirement then it will increase the expenditure on salaries and 

pension. Similarly, if the Government resorts to high level borrowing to meet its gap 

in expenditure then the interest payment on the accumulated debt will increase. The 

small State of Goa has a workforce of over 50000 and the Government employee to 

population is about 1:32. 

The ratio of Government employees to population in different States is given in table 

4.15. Among Special Category States, Goa has the worst ratio of 1:32, which means 

one out of 32 persons in Goa is a Government employee. 
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SI.No. 	 State 
	

Ratio 
1 Andhra Pradesh 139 
2 Arunachal Pradesh 27 
3 Assam 61 
4 Bihar 179 
5 Goa 32 
6 Gujarat 249 
7 Haryana 65 
8 Himachal Pradesh 34 
9 Karnataka 85 
10 Kerala 90 
11 Madhya Pradesh 121 
12 Maharashtra 140 
13 Meghalaya 46 
14 Orissa 88 
15 Punjab 65 
16 Rajasthan 93 
17 Sikkim 23 
18 Tamil Nadu 88 
19 Tripura 32 
20 Uttar Pradesh 239 
21 West Bengal 183 
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Table 4.15: Ratio of Government employees to Population 

There is a need to make a professional assessment of work study in each every 

department to redefine the organization structure by assigning duties and 

responsibilities at different levels and also ensure accountability and efficiency. If this 

is done probably, Government may be able to reduce its workforce may be by at least 

20-25%. For instance, on account of low birth rate the enrollment in schools is 

declining steadily. There are many schools with very few students and too many 

teachers. Government may consider amalgamating nearby schools and provide 

transport facility to the students wherever necessary. But, instead of doing this 

exercise posts additional posts are created in schools. Therefore, the need of the hour 

is to appoint an Administrative Reforms Commission comprising eminent 

professional for a thorough study of State's administration so as to right size it and 

make it more efficient, accountable and transparent. 
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4.6 Interpretation of Hypothesis 

Hypothesis Hl: There exits relationship between revenue receipts and state 

income. 

The buoyancy estimates from log-linear model reveal that the buoyancy rate was 

more than 'unity' in case of State's Own Tax and Non-Tax Revenues except for State 

Excise, Land Revenue, Interest Receipt/Dividend and Non-Tax Revenue from 

General Services. F-Statistic indicates high level of statistical significance in respect 

of all the sources of revenue receipt except Interest Receipt/Dividend and Grants in 

Aid from Government of India. Thus, the hypothesis is accepted in case of State's 

Own Tax and Non-Tax Revenue and is rejected in case of Interest Receipt/Dividend 

and Grants in Aid from Government of India (Refer Hypothesis H1 at page 19 in 

chapter one). 

Hypothesis 112: Increasing non -development expenditure is a cause for concern 

During the period 1987-88 to 2006-07, the non-development revenue expenditure has 

registered an annual compound growth rate of 15.22% which is slightly higher than 

the growth observed in the total revenue expenditure during the same period. The 

share of non-development revenue expenditure in the total revenue expenditure has 

increased from less than 30% during the initial period of Statehood to 40% now and 

the highest being 42.83% during 2002-03. It may also be observed that more than 

50% of the non-development expenditure is towards interest payment on the 

outstanding debt of the State followed by about 18% towards payment of pension of 

pensioners and about 10% towards Police. The balance 20% is accounted towards 

remaining services If the State slips in containing the fiscal deficit then the debt 
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accumulation will take place at a much faster rate which will in turn increase the 

interest payment liability of the State. Presently, the number of pensioners is about 

25000, which his nearly half of the number of Government of Employees. The 

number of pensioners is expected to exceed the number of Government Employees 

and the pension liability would increase from Rs.147.49 crore in 2006-07 to 

Rs.1500.00 crore in 2015. Thus, the non-development expenditure is likely to increase 

phenomenally in the years to come bringing tremendous pressure on the finances of 

the State. Therefore, as envisaged in the Fiscal Responsibility and Budget 

Management Act 2006, Government may have to strive to achieve fiscal deficit to 

GSDP ratio of 3% on a continuing basis. Government may also have to implement its 

plan of instituting a separate pension liability fund at the earliest and contribute some 

portion of its resources to the fund annually so as to meet the future pension liability 

to the extent possible. Thus, the hypothesis is accepted (Refer page Hypothesis H3 at 

page 19 of Chapter One). 
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CHAPTER FIVE 

DEBT SUSTAINABILITY 

The study reveals strong correlation between debt to GDP ratio and primary balance to 

GDP ratio. Assuming key parameters at baseline level and pegging the fiscal deficit at 

the level of BE 2006-07, the debt to GDP ratio is expected to improve by the year 2011-

12. High levels of standard deviation in historical averages of key parameters indicate 

worsening of debt to GDP ratio under different scenarios if macro economic variables 

continue to show historical trend Nevertheless, the debt to GDP ratio at the end of 

projection period is expected to remain below the baseline level under all the six 

scenarios indicating that the State is expected to sustain the debt to GDP ratio up to 

2011-12. If the real GDP growth rate is more than the real interest rate then the State 

will be able to stabilize the debt to GDP ratio at 27.72% even with primary deficit. On 

the other hand, if the real GDP growth rate is less than the real interest rate then the 

State has to achieve primary surplus to stabilize the debt to GDP ratio at 27.72%. 
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CHAPTER FIVE 

DEBT SUSTAINABILITY 

5.1 Introduction 

The State Governments in India borrow money to meet the fiscal deficits as the current 

revenues are not sufficient to meet the intended expenditure. Their current revenues are 

either insufficient to meet current expenditure or the surpluses are not large enough to 

meet the expenditure requirement of the States. Borrowings are generally directed to 

meet the plan expenditure of the State. However, the States with negative balance from 

current revenues (i.e. the net of non-plan revenue receipts and non-plan revenue 

expenditure) use borrowings to meet non-plan expenditure. Thus, the debt stock of the 

States is increasing on continuing basis. This increases the interest payment liability to be 

met from own revenues of the Government. Therefore, the worst scenario will be interest 

payment absorbing major portion of the current revenues leading to very high deficit 

levels both primary deficit as well as fiscal deficit. Therefore, the question is whether the 

current debt level of a State is sustainable? This paper analyses the debt sustainability 

issues of Government of Goa seeking answer to this question based on the methodology 

of International Monetary Fund. 

Goa was delinked from Daman and Diu to become a full-fledged State on 30 th  May 1987 

upon reorganization of Union Territory of Goa, Daman and Diu. The State of Goa 

inherited a debt stock of Rs. 433.86 crore pertaining to the erstwhile Union Territory of 
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Goa, Daman & Diu. In the absence of a separate Consolidated Fund for the Union 

Territory of Daman and Diu, the debt stock was incorporated in the books of the State of 

Goa. But, Goa neither paid the principle amount nor interest thereon taking a view that 

the said liability does not become the liability of Government of Goa. Finance Accounts 

of the State categorically mentions that "This balance does not constitute a liability of the 

State as in the absence of any provision in the Goa, Daman and Diu Reorganization Act, 

1987 laying down the manner in which the Public Debt should be apportioned, the 

burden has to be retained by the Union for the purpose of the governance of the Union 

Territory of Daman and Diu in accordance with the Section 49 of the Act. The balance 

Debt is subject to adjustment to be effected in consequence of the Reorganization Act". 

However, the State continued to include balance of Rs.409.35 crore in the Finance 

Accounts every year. Government of Goa has been requesting the Government of India 

to write-off the said balance. As per Budget Speech 2008-09 of Finance Minister of 

Government of Goa, the Central Government has indicated a waiver of Rs.239.35 crore 

pertaining to the erstwhile UT loan liability. As the State Government has been neither 

making any repayment nor interest payment, the said figure has been excluded from 

analysis in this paper. 

5.2 Debt and Contingent Liabilities 

Broadly, liability of the Government has two components viz. Debt and Contingent 

Liabilities. Debts are direct liabilities being an obligation in any event. Whereas, 

contingent liabilities become obligation only if a particular event occurs. Government 
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guarantee given to any institution is a contingent liability. Guarantees are security 

instruments given by the Government to the State Public Sector Undertakings and other 

autonomous institutions for their borrowing programs. In case of any default by the 

borrowing institutions the outstanding dues becomes the liability of the Government 

being the guarantor. 

Debt consists of public debt and public provident fund. Public debt comprises borrowings 

accrued through Statutory Liquidity Ratio based market borrowings, Government of 

India loans in the form of central assistance, sector specific negotiated loans availed from 

various institutions like NABARD, HUDCO, LIC, PFC etc. and external borrowings. 

General Provident Fund has the contributions from Government employees on monthly 

basis from their salary payments which are refundable with interest. An employee has to 

contribute minimum 6% of his basic salary and higher inflow is dependent on the 

employees' savings behaviour. The employees have the option to take loan or 

withdrawals from their GPF account as and when required subject to laid down 

conditions. The outflow from the fund is more when there are more retirements as the 

employees fully withdraw their accumulated savings. However, net accrual to this fund 

annually becomes resource to the State Government for funding the deficit levels. 

5.3 Approach to Sustainability 

Governments resort to borrowing to meet their ever increasing expenditure needs. Deficit 

and debt constitute a vicious circle. Deficit leads to borrowing that swells the debt stock, 

which increases the interest payment that adds to deficit. Thus, the debt stock increases 
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every year, so also the debt servicing obligation. Therefore, an important question need to 

be answered is to what extent a State can borrow?. In other words, whether a State's 

current level of debt is sustainable?. It is basically, ability of a State to service the debt on 

continuing basis without an unrealistically large future correction in the balance of 

income and expenditure. 

The studies of Seshan (1987), Report of the Controller and Auditor General of India 

(1988) and Rangarajan, Basu, Jadhav (1992) expressed trepidation over the increasing 

levels of domestic debt in India. Chelliah (1991) suggested reducing the primary deficit 

to 2.5 per cent of GDP by the year 2000-01 to slow down the growth of public debt and 

contain the total deficit at around 8 percent of GDP. While assessing the sustainability of 

Central Government finances, Pattnaik (1996) observed that towards attaining fiscal 

sustainability the debt-GDP ratio be brought down to 50 percent by the end of fiscal 2000 

from the 1996-97 level of 54 percent. Rajaraman and Mukhopadhyay (2000) observed 

that in or to stabilize the domestic debt to GDP ratio at 40 per cent, the permissible 

primary deficit would be 1.6 percent of GDP aggregating across Central and State 

Governments. Rajaraman, Bhide, Pattnaik (2005) observed that fiscal correction at state 

level is no longer an option, but has become an imperative for credibility in financial 

markets and thus states will now have to carry overall primary surpluses in order to 

stabilize debt as a percent of GSDP. 

There have been attempts to set ceiling on borrowings as a bench mark to policy makers. 

For instance, the Maastricht Treaty has two convergence conditions for the members of 
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the European Monetary Union viz, (a) country's overall budget deficit for each fiscal year 

must be equal to or below three percent of GDP and (b) a country's stock of public debt 

must be equal to or less than 60 percent of the GDP. The rule being followed in U.K., is 

to keep fiscal deficit equal to government investment. In India, the Eleventh Finance 

Commission (2000-05) had envisaged a fiscal deficit of 6.5 per cent of GDP as the 

desirable target to be achieved by 2004-05. The Tenth Five Year Plan (2002-07) had set a 

target of average fiscal deficit as 6.8 per cent of GDP during the plan period. The 

Government of India in its Fiscal Responsibility and Budget Management (FRBM) 

legislation has set a target of achieving fiscal deficit as 3 per cent of GDP by the year 

2008-09. The Twelfth Finance Commission (2005-10) has recommended enactment of 

FRBM legislation by every State in country to provide for eliminating revenue deficit by 

2008-09, reducing fiscal deficit to 3 per cent of GSDP or its equivalent defined as ratio of 

interest payment to revenue receipts. Thus, it is evident that while there are several 

approaches, there is no clear bench mark so far as debt sustainability level is concerned. 

The meaning of sustainability is often blurred 

Methodology 

The International Monetary Fund (IMF) in its dynamic approach makes no judgment 

whether the country's debt should be different from its current level based on some 

optimization criterion. The IMF's approach is to form a view of how outstanding stocks 

of liabilities are likely to evolve over time relative to the government's ability to pay. 
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This also envisages examining how the outlook would change under plausible shocks and 

assess whether the results may lead to an unsustainable situation. 

The IMF's methodology is based on the following equation of Law of Motion of the 

debt-to-GDP ratio(dt). 

dt = (to tdt_t - pbt 

Where 

(1+it) 	( 1 +rt) 
(tit = 

(1+70 (l+gt) 	( 1 +gt) 

Pbt= Primary Balance — to - GDP ratio 

rt  = real interest rate 

= inflation rate 

gt  = real GDP growth rate 

it = nominal interest rate 

Real interest rate, real GDP growth, primary balance and inflation are the factors 

influencing the debt accumulation. 

If (I)t  < 1 or rt  < gt  then dt  converges. Debt accumulation becomes stable process. 

Economy will outgrow debt. 

If (1) t  > 1 or rt  > gt  then dt  explodes. Debt accumulation becomes explosive process. Debt 

will grow faster than economy. Debt stabilization measures need to be undertaken. 
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To stabilize dt  we need Adt= 0. That is 

pbt  = ON —1) dt_ t  where ((N 1) — 
1  + gt 

If the gap between the real interest rate and real GDP growth is larger, then higher is the 

required primary surplus for the same level of inflation. 

If stock of debt is higher, then higher is the required primary surplus. 

5.4 Fiscal Indicators and Analysis 

Fiscal indicators of the State viz. Revenue Deficit, Fiscal Deficit, Primary Deficit and 

Debt Stock as ratio to GDP for the period 1987-88 to 2006-07 are given in table 5.1. 

Revenue deficit is net of revenue receipts and revenue expenditure. It is evident from the 

table that till 1996-97 the State was in revenue surplus except during the year 1987-88 

and 1989-90. With the implementation of Fifth Pay Commission, the State slipped to 

revenue deficit in the year 1997-98 and continued to remain in revenue deficit till 2005-

06. Thanks to introduction of Value Added Tax and higher devolution of central taxes as 

recommended by the Twelfth Finance Commission, the State achieved revenue surplus in 

the year 2006-07. 

rt - gt 
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Table 5.1: Fiscal Ratios (per cent) 

Year RD/GDP FD/GDP PD/GDP dt 
1987-88 0.88 8.44 4.57 17.46 
1988-89 -1.24 6.53 4.92 24.59 
1989-90 0.99 8.59 6.32 30.18 
1990-91 -0.57 7.66 5.27 36.53 
1991-92 -0.61 6.88 3.17 33.16 
1992-93 -0.46 4.83 1.70 31.44 
1993-94 -1.52 2.73 -0.39 29.01 
1994-95 -2.17 1.72 -0.95 27.10 
1995-96 -1.08 3.21 0.24 25.98 
1996-97 -0.61 2.87 0.10 24.85 
1997-98 0.31 2.79 0.16 22.90 
1998-99 2.54 4.85 2.26 23.45 
1999-00 3.38 5.52 2.64 24.95 
2000-01 3.46 6.32 3.07 28.75 
2001-02 3.35 6.05 2.30 32.87 
2002-03 2.03 4.60 1.06 31.38 
2003-04 1.45 4.58 1.28 31.44 
2004-05 1.07 4.80 1.99 31.47 
2005-06 0.17 4.61 1.55 32.77 
2006-07 -0.95 3.26 0.40 32.89 

Note: 1987-88 refers to statehood period from 31-5-87 to 31-3-88 

Fiscal deficit refers to net borrowing that adds to the debt stock of the State every year. 

Primary deficit is Fiscal deficit less interest payment. It is interesting to note that the 

ratios of Fiscal Deficit and Primary Deficit to GDP were during the year initial years after 

Goa attained statehood in 1987. The debt to GDP ratio was highest during 1990-91 being 

36.53 per cent. The debt stock of the State has increased from Rs.149.00 crore in 1987-88 

to Rs.4800.00 crore in 2006-07 registering an annual compound growth rate of 20.1 per 

cent. On the other hand, the GDP of the State has increased from Rs. 853.00 crore in 

1987-88 to Rs.14939 crore in 2006-07 at current prices registering an annual compound 

growth rate of 16.3 per cent. Though, the debt stock of the State has gone up significantly 

during the last 20 years, the deb-GDP ratio has not exploded mainly due to the fact that 
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the GDP growth rate has kept pace with the growth in debt stock. The correlation 

between these ratios is given in table 5.2. 

Table 5.2: Correlation Coefficients 

FD/GDP PD/GDP Dt 

RD/GDP 0.376 0.275 -0.050 

FD/GDP 0.962 0.066 

PD/GDP 0.039 

It is evident from table 2 that the correlation between these ratios is weak except between 

FD/GDP and PD/GDP, which have strong positive correlation. Therefore, fiscal 

indicators as ratio to GDP are not likely to give clarity on fiscal sustainability as 

Government expenditure is not a major contributor to the GDP of the State. 

Plausible shocks in Government expenditure 

Government of Goa has identified some plausible shocks and tried to put in place 

measures to absorb such shocks. In case of market borrowings Government pays interest 

every year and the repayment is done as bullet payment at the end of maturity period. 

Such bullet repayments of market borrowings bring stress on finances of the State. 

Therefore, Government of Goa set up a sinking fund as a measure of comfort to public 

debt liability of the State. As on 31-3-2007, the accumulated amount in the sinking fund 

was Rs.70.34 crore. Government of Goa has put a legislative ceiling of Rs.800.00 crore 

on the guarantee to be extended to the Public Sector Undertakings. Against this, as on 31- 

3-2007 actual guarantee extended by the State was Rs.714.62 crore and the guarantee 
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outstanding was Rs.623.99 crore. So far, no institution has invoked guarantee amount 

towards any default by the PSUs. However, as a measure to cover guarantee risk, 

Government of Goa has created a Guarantee Redemption Fund, which has accumulated 

an amount of Rs.27.20 crore as on 31-3-2007. 

As per a study commissioned by the Government, by the year 2015-16, nearly 75% of 

Government employees are likely to retire on superannuation. This is expected to 

increase the pension liability to manifold and the estimate for the year 2015-16 are placed 

at over Rs.1200.00 crore per annum as against the current pension liability of Rs.150.00 

crore per annum. In order to partially offset this future liability Government of Goa is 

contemplating setting up of pension liability fund. On the lines of Government of India, 

the State Government has extended New Defined Contributory Pension Scheme from 

August 2005 to the new recruits. Matching 10% contribution from the Government and 

the employee is set aside so as to create a separate pension fund for new recruits. The 

scheme envisages recruitment of fund managers for professional management of this 

fund so as to ensure optimum return on investment. 

Debt-GDP ratio projections 

Assuming 2006-07 as baseline, debt-GDP ratio has been projected for the Eleventh Five 

Year Plan period (2007-12). In the Budget Speech 2007-08, Finance Minister of Goa has 

assumed 'zero' growth in fiscal deficit during 2007-08 pegging it to the level of budget 

estimate 2006-07. Taking this as an assumption up to 2011-12 towards achieving FRBM 

target of fiscal deficit as 3% of GDP, interest payment has been worked out on the debt 
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stock and primary deficit has been arrived at for the projection period. Real rate of GDP 

growth, nominal interest rate and inflation rate have been assumed at the baseline level 

for the projection period. Accordingly, baseline projections of debt-GDP and primary 

deficit to GDP ratios for the period 2007-2012 are given in table 5.3. 

Table 5.3: Baseline projections 2007-12 (Der cent 
SI.No. Year FD/GDP PD/GDP 

1 2007-08 31.87 1.53 

2 2008-09 31.19 1.09 

3 2009-10 30.08 0.63 

4 2010-11 28.66 0.25 

5 2011-12 27.02 -0.05 

It is evident from table 5.3 that baseline projections indicate a decline in debt-GDP ratio 

to the level of 27.02 per cent by 2011-12. Similarly, the State is expected to switch over 

from primary deficit to primary surplus in 2011-12. This convergence of debt to GDP 

ratio is mainly due to the fact that the real interest rate is assumed to remain lower than 

the real GDP growth rate at base year level and 'Zero' growth assumed for fiscal deficit 

for the projection period. 

Stress Test 

The projected baseline Debt to GDP ratios have been subjected to sensitivity test taking 

historical averages of key parameters and perturbations to key parameters. Table 5.4 

gives historical averages of key parameters for the period 1987-88 to 2006-07. 
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Table 5.4: Historical Averages of key parameters (per cent) 

SI. No. Parameters Average Standard 
Deviation 

n -
  C

V
 C

O
  
N

r
 LO

  

Real GDP growth 10.3 9.1 
Nominal Interest rate 11.00 0.82 
Inflation 6.9 3.02 
Real Interest rate 4.10 3.05 
PB/GDP 2.1 2.0 

Stress test has been conducted for six different scenarios. (A) Key variables have been 

assumed at their historical averages mentioned in table 5.4. (B) Baseline projections have 

been worked out assuming without any change in primary balance for the projection 

period. (C) Real Interest Rate is assume at baseline plus one standard deviation (D) Real 

GDP growth rate is assumed at base line minus one half standard deviation (E) Primary 

balance is assumed at baseline minus one half standard deviation and (F) Combination of 

C to E scenarios using one quarter standard deviation shocks. Accordingly, debt to GDP 

ratio projected for the period 2007-12 under different scenarios is given in table 5.5. 

Table 5.5 : Stress Test - Debt to GDP ratio (per cent 

Alternative Scenarios 
2007- 

08 
2008- 

09 
2009- 

10 
2010- 

11 
2011- 

12 
A Key variable at their historical 

averages in 2007-12 
32.42 32.18 31.53 30.49 29.15 

B No policy change (constant primary 
balance in 2007-12) 

31.03 30.78 30.14 29.09 27.75 

C Real Interest rate is BL+1 SD 33.09 32.40 31.26 29.80 28.11 
D Real GDP is at BL - one half SD 36.11 35.39 34.19 32.62 30.80 
E Primary Balance at BL-one half SD 31.62 32.06 30.95 29.44 27.72 
F Combination of C to E using 1Q SD shocks 36.17 36.59 35.39 33.73 31.81 
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Table 5.4: Historical Averages of key parameters (per cent) 

SI. No. Parameters Average Standard 
Deviation 

C
N

I C'f)
 V

'  L
O

  

Real GDP growth 10.3 9.1 
Nominal Interest rate 11.00 0.82 
Inflation 6.9 3.02 
Real Interest rate 4.10 3.05 
PB/GDP 2.1 2.0 

Stress test has been conducted for six different scenarios. (A) Key variables have been 

assumed at their historical averages mentioned in table 5.4. (B) Baseline projections have 

been worked out assuming without any change in primary balance for the projection 

period. (C) Real Interest Rate is assume at baseline plus one standard deviation (D) Real 

GDP growth rate is assumed at base line minus one half standard deviation (E) Primary 

balance is assumed at baseline minus one half standard deviation and (F) Combination of 

C to E scenarios using one quarter standard deviation shocks. Accordingly, debt to GDP 

ratio projected for the period 2007-12 under different scenarios is given in table 5.5. 

Table 5.5 : Stress Test - Debt to GDP ratio (per cent 

Alternative Scenarios 
2007- 

08 
2008- 

09 
2009- 

10 
2010- 

11 
2011- 

12 
A Key variable at their historical 

averages in 2007-12 
32.42 32.18 31.53 30.49 29.15 

B No policy change (constant primary 
balance in 2007-12) 

31.03 30.78 30.14 29.09 27.75 

C Real Interest rate is BL+1 SD 33.09 32.40 31.26 29.80 28.11 
D Real GDP is at BL - one half SD 36.11 35.39 34.19 32.62 30.80 
E Primary Balance at BL-one half SD 31.62 32.06 30.95 29.44 27.72 
F Combination of C to E using 1Q SD shocks 36.17 36.59 35.39 33.73 31.81 
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Graphical representation of debt to GDP ratios under different scenarios is shown in 

Graph 5.1. 

Graph 5.1: Debt to GDP Ratio — Stress test 

It is evident from table 5.5 and graph 5.1 that high levels of standard deviation in 

historical averages of key parameters indicate worsening of debt to GDP ratio under 

different scenarios if macro economic variables continue to show historical trend. 

Nevertheless, the debt to GDP ratio at the end of projection period is expected to remain 

below the baseline level under all the six scenarios indicating that the State is expected to 

sustain the debt to GDP ratio up to 2011-12. 
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Stabilization of debt to GDP ratio 

The lowest debt to GDP ratio expected among all the six scenarios is 27.72 per cent. In 

order to stabilize this ratio (i.e. Ad t  = 0) for different levels of real GDP growth rate and 

real interest rate, the primary balance to GDP ratio needed is given in table 5.6. 

Table 5.6: Primary balance to GDP ratio needed to stabilize debt to GDP ratio 

Real 
Interest 
Rate 
(%) 

Real GDP growth rate (%) 

5 6 7 8 9 10 11 12 

4 -0.26 -0.52 -0.78 -1.03 -1.27 -1.51 -1.75 -1.98 

5 0.00 -0.26 -0.52 -0.77 -1.02 -1.26 -1.50 -1.73 

6 0.26 0.00 -0.26 -0.51 -0.76 -1.01 -1.25 -1.49 

7 0.53 0.26 0.00 -0.26 -0.51 -0.76 -1.00 1.24 

8 0.79 0.52 0.26 0.00 -0.25 -0.50 -0.75 -0.99 

9 1.06 0.75 0.52 0.26 0.00 -0.25 -0.50 -0.74 

As observed already there is strong correlation between debt to GDP ratio and primary 

balance to GDP ratio. Therefore, it is evident from table 6 that in order to stabilize debt to 

GDP ratio at a particular point, the level of primary balance to GDP ratio needed varies 

under different scenarios of real interest rate and real GDP growth rate. It is evident that 

with if the real GDP growth rate is more than the real interest rate then the State will be 

able to stabilize the debt to GDP ratio at 27.72% even with primary deficit. However, as 
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the gap between the real GDP growth rate and real interest rate decreases the primary 

deficit level also decreases. On the other hand, if the real GDP growth rate is less than the 

real interest rate then the State has to achieve primary surplus to stabilize the debt to GDP 

ratio at 27.72%. 

5.5 Interpretation of Hypothesis 

Hypothesis H3: Goa's Debt stock is sustainable 

The study reveals strong correlation between debt to GDP ratio and primary balance to 

GDP ratio. Assuming key parameters at baseline level and pegging the fiscal deficit at the 

level of BE 2006-07, the debt to GDP ratio is expected to improve by the year 2011-12. 

High levels of standard deviation in historical averages of key parameters indicate 

worsening of debt to GDP ratio under different scenarios if macro economic variables 

continue to show historical trend. Nevertheless, the debt to GDP ratio at the end of 

projection period is expected to remain below the baseline level under all the six 

scenarios indicating that the State is expected to sustain the debt to GDP ratio up to 2011-

12. If the real GDP growth rate is more than the real interest rate then the State will be 

able to stabilize the debt to GDP ratio at 27.72% even with primary deficit. On the other 

hand, if the real GDP growth rate is less than the real interest rate then the State has to 

achieve primary surplus to stabilize the debt to GDP ratio at 27.72%. Thus, the 

hypothesis is accepted (Refer Hypothesis H3 at page 19 of Chapter One). 
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CHAPTER SIX 

BUDGETARY SUBSIDIES 

The components of cost and subsidy under different services during 2002-03 and 2006-07 

reveals that under Merit services the development priority of the State was mainly on 

Education. Under Non-Merit services category, development priority comprised power, 

roads and bridges, irrigation, water supply and sanitation, medical and public health and 

agriculture and allied services. From 2002-03 to 2006-07, the recovery rate both under 

Social Services and Economic Services had declined. Per capita subsidy under Social 

Services was much higher than the Economic Services. At constant prices, the growth in 

subsidies from 2002-03 to 2006-07 was very high under non-merit category of Economic 

Services, which necessitates revision of user charges. An important achievement of Goa 

was surplus in Power sector, which means this sector has managed to generate surplus 

over cost. From 2002-03 to 2006-07, the growth in subsidy was higher than the growth in 

revenue receipts. However, during the same period the growth in subsidy and GSDP has 

more or less remained at same level 
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CHAPTER SIX 

BUDGETARY SUBSIDIES 

6.1 Introduction 

The State's in India are at different levels of development. India being a vast country with 

more than 100 crore population there are diversities in terms of language, religion, caste, 

creed, etc. There are very high income inequalities and regional disparities. The 

development models followed in India so far, through its Five Year Plans and Annual 

Plans, envisage allocation of resources among different sectors for provision of goods 

and services based on defined goals and targets. Ironically, the budgeting process in India 

does not carry any accountability for the goals and targets set in the planning process. In 

the Constitution of India, budget has been referred to as the Annual Financial Statement 

or the Statement of the Estimated Receipts and Expenditure of the Government of India 

or of a State Government, in respect of a financial year. The Constitutional provision 

further makes it mandatory for auditing of government accounts and placing of audit 

report in the Legislative Assembly or Parliament. On the other hand the Planning 

Commission of Government of India is an advisory body having no constitutional 

backup. Thus, public finances get used up year after year suffering from allocation 

inefficiency, corruption, inadequate planning, poor execution etc. Therefore, in the 

absence of any accountability and responsibility towards the objectives of the budgeting 

exercise, the development goals and targets set for the country or a State get revised year 

after year. 
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For instance, the goal of poverty eradication is a classic example of public finance 

spending right from the First Five Year Plan. As per the Government of India Planning 

Commission's estimate for the year 2004-05, the poverty in India was 27.5%. The 

poverty estimate for Goa for the year 2004-05 is 13.8% comprising 5.3% in rural areas 

and 21.3% in urban areas. In Goa higher urban poverty may be attributable to the slum 

population mostly migrated from other States mainly doing menial jobs in construction 

activities, industries, commercial establishments, households etc. The estimate for 

poverty for different State's for the year 2004-05 as estimated by the Planning 

Commission, Government of India may be referred to at table 6.1. 

It is evident from the table that there is very high variation among different States in 

poverty levels. The poverty levels in 8 States are above the national average and the 

remaining is below the national average. The State of Orissa had the highest poverty 

estimate of 46.4%, followed by Bihar 41.4%, Chattisgarh 40.9%, Jharkhand 40.3%, 

Uttar Pradesh 39.6%, Madhya Pradesh 38.3%, Uttarakhand 32.8% and Maharashtra 

30.7%. Except Maharashtra the remaining seven States are basically BIMARU States 

(prior to splitting of UP, MP and Bihar). 

Even after 62 years of India's independence (47 years in case of Goa), the country has 

not been able to eradicate poverty. The poverty in India was still about 26% in 2004-05. 

While rich people are becoming richer, poor people are becoming still poorer. There are 

very rich people in the country who figure in the list of first 100 richest persons in the 

world. On the one hand there are rich industrialists, businessmen, landlords etc. and on 

the other hand there are very poor people who do not have food to eat, roof on their head 
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and cloths to wear. The country has to go a long way to fully eradicate the poverty and 

join the band of developed nations in the world. 

Table 6.1: Poverty Estimates of different States/UTs in India : 2004-05 

Si. No. State/UT Poverty Estimate 2004-05 (per cent) 
Rural Urban Combined 

1 Andhra Pradesh 11.2 28.0 15.8 
2 Arunachal Pradesh 22.3 3.3 17.6 
3 Assam 22.3 3.3 19.7 
4 Bihar 42.1 34.6 41.4 
5 Chhattisgarh 40.8 41.2 40.9 
6 Delhi 6.9 15.2 14.7 
7 Goa 5.4 21.3 13.8 
8 Gujarat 19.1 13.0 16.8 
9 Haryana 13.6 15.1 14.0 
10 Himachal Pradesh 10.7 3.4 10.0 
11 Jammu and Kashmir 4.6 7.9 5.4 
12 Jharkhand 46.3 20.2 40.3 
13 Karnataka 20.8 32.6 25.0 
14 Kerala 13.2 20.2 15.0 
15 Madhya Pradesh 36.9 42.1 38.3 
16 Maharashtra 29.6 32.2 30.7 
17 Manipur 22.3 3.3 17.3 
18 Meghalaya 22.3 3.3 18.5 
19 Mizoram 22.3 3.3 12.6 
20 Nagaland 22.3 3.3 19.0 
21 Orissa 46.8 44.3 46.4 
22 Punjab 9.1 7.1 8.4 
23 Rajasthan 18.7 32.9 22.1 
24 Sikkim 22.3 3.3 20.1 
25 Tamil Nadu 22.8 22.2 22.5 
26 Tripura 22.3 3.3 18.9 
27 Uttarakhand 40.8 36.5 32.8 
28 Uttar Pradesh 33.4 30.6 39.6 
29 West Bengal 28.6 14.8 24.7 
30 A&N Islands 22.9 22.2 22.6 
31 Chandigarh 7.1 7.1 7.1 
32 Dadar & N. Haveli 39.8 19.1 33.2 
33 Daman & Diu 5.4 21.2 10.5 
34 Lakshadweep 13.3 20.2 16.0 
35 Pondicherry 22.9 22.2 22.4 

All - India 28.3 25.7 27.5 
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An important fiscal instrument used by both Central and State Governments in India to 

reduce social and economic inequality including poverty is subsidies. Financial provision 

is made in the Annual Budgets to provide subsidies both in cash and kind through various 

schemes. The financial provision under the head 'subsidies' in the budget documents 

indicates explicit subsidies. But, this account for only a small portion of subsidies as 

implicit subsidies given under different heads are not easily estimated and accounted for. 

The implicit subsidies are estimated as un-recovered cost of public provision of 

goods/services that are not classified as public goods. 

6.2 Subsidy concept 

A subsidy may be considered as the converse of an indirect tax like Value Added Tax and 

Excise duty. While the indirect tax raises the price of the taxed commodity as compared 

to others, a subsidy is expected to lower it. Subsidies are normally promoted when the 

social benefits of a particular service or a commodity are greater than the sum of the 

private benefits of the consumers. The difference between the social benefits and the sum 

of private benefits arises due to externalities. For instance, in the activities like 

elementary education, polio immunization programme, inoculation against infectious 

diseases etc there is very high externalities. In activities of this nature, Government 

intervention is necessary as normal market mechanism not sufficient to ensure an 

appropriate level of such services. In the areas like electricity, irrigation, and civil 

supplies there is less externality as there is no significant difference between the social 
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benefits and the sum of private benefits. Thus, in the services provided by the 

Government, subsidies may be referred to as unrecovered costs in the public provision of 

goods and services that are private in nature (NIPFP discussion paper 1997). However, 

there is differentiation between subsidies and transfers to individuals. While a subsidy is 

meant for a specific good, transfer to individuals without any condition, which augment 

their income would get used for different purposes. Therefore, in the estimation of 

unrecovered costs in the public provision of goods and services, the transfers to 

individuals get excluded. 

Public Goods, Merit and Non-Merit Goods 

The Government services can be broadly classified under three categories viz public 

goods, quasi-public goods or merit goods and non-merit goods. In case of public goods it 

is not possible to exclude anyone from enjoying the benefits of service and also any one 

person's consumption of service will not affect the consumption of the same by others. 

Public goods like national defence, police, general administration etc are not open to 

usual pricing mechanism. Therefore, public goods do not qualify for subsidies and are 

thus excluded from estimation of subsidies. The goods and services with substantial 

externalities and having possibility to price them even imperfectly are known as quasi-

public goods or merit goods. All the remaining social and economic goods/services not 

falling under the category of 'public goods' and 'merit goods' are known as 'non-merit 

goods'. 
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Thus, the NIPFP discussion paper (1997) classified the public services into two 

categories viz, Merit and Non-Merit. As per this paper in view of large positive 

externalities there is justification for extending subsidies for merit goods but the non-

merit goods do not deserve subsidies. However, this classification suffered from narrow 

demarcation without having much regard to the degree of externality. For instance, while 

the elementary education was classified under merit category, secondary and higher 

education was classified under non-merit category though it required some level of 

subsidization. Considering this aspect, the NIPFP in its subsequent study (2001) 

classified the public services into three categories viz. Merit I, Merit II and Non-Merit. 

This broadly corresponds to high, intermediate and low or zero degree of externalities. 

This classification was used in the study entitled 'Budgetary Subsidies in India' by 

Srivastava D.K. and other (March 2003) with following sectoral composition. 

Merit I: Elementary education. Primary health centres, prevention and control of 

diseases, social welfare and nutrition, soil and water conservation, and ecology and 

environment. 

Merit II: Education (other than elementary), sports and youth services, family welfare, 

urban development, forestry, agricultural research and education, other agricultural 

programmes, special programmes for rural development, land reforms, other rural 

development programmes, special programme for north-eastern areas, flood control and 

drainage, non-conventional energy, village and small industries, ports and light houses, 

roads and bridges, inland water transport, atomic energy research, space research, 
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oceanographic research, other scientific research, census surveys and statistics, 

meteorology. 

Non-Merit: All other sectors 

Funding of subsidies 

If the rate of recovery on the goods and services provided by the Government is poor, 

then the subsidy component in the budget increases. This will have to be funded either 

through additional taxation or through availing loans. In case of additional taxation there 

is a tradeoff between welfare gain due to subsidization and welfare loss due to taxation. If 

there is net gain introduction of subsidy and additional taxation get justified. Taking 

additional loans will have the pressure of interest burden on the revenues of the State. 

Forms of subsidies 

Subsidies may be broadly classified under following categories 

(i) Cash subsidies: Payment made in cash is to the beneficiaries like producers and 

consumers. This includes cash payment made towards food, fertilizer etc. 

(ii) Interest or credit subsidies: This comprises loans given to the beneficiaries lower 

than the market rate or its cost of fund like interest free loans to students to pursue 
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higher education, loans to farmers at say 4% rate of interest, re-imbursement of 

interest subsidy to the financial institutions under different schemes etc. 

(iii) Tax subsidies: This includes tax exemption or tax concession given to certain 

category beneficiaries like entertainment tax exemption for films in local 

language like Konkani, re-imbursement of VAT on HSD oil to the fishermen etc. 

(iv) In-kind subsidies: This includes distribution of rice and other commodities at 

subsidized rate under Public Distribution of System, provision of free medical 

services including free medicines through government dispensaries and hospitals 

etc. 

(v) Equity subsidies: Share capital investment by the Government in public sector 

undertakings mostly in loss making companies giving no or low return or 

dividend. 

(vi) Procurement subsidies: This comprises purchase of food-grains like wheat, rice 

etc from the producers at assured rate, higher than the market prices. 

(vii) Regulatory subsidies: This comprises fixation of price/quantity in the case of 

goods produced by public or private sector, for instance petroleum subsidies. 

Economic effects of subsidies 

Economic effects of subsidies may be broadly classified into following four categories 

(a) Allocative effects: This relates to allocation of resources among different sectors. 

Subsidized sectors will draw more resources. Leakages, poor identification of 

beneficiaries etc lead to allocation inefficiency. If subsidies are administered in the 
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sectors where subsides are not justified that leads to wasteful expenditure. As 

resources are scarce and the demand for resources being much more than its 

availability allocation efficiency among competing sectors is necessary to get higher 

productivity. 

(b) Redistributive effects: If subsidies are not properly targeted or they are not reaching 

the intended target group that becomes wasteful expenditure. The redistributive effect 

can be between rich and the poor, rural and urban areas, producers and consumers 

etc, where the distribution depends on the demand and supply and the mode of 

administering the subsidy. 

(c) Fiscal effects: Indirectly, subsidies will have fiscal impact as they take away the 

resources from the tax-yielding sectors towards low tax revenue potential sectors. 

Budget subsidies will increase both revenue and capital expenditure of the State 

which will increase the fiscal deficit of the State. 

(d) Trade effects: Trade effects relate to impact on imports and exports. If the regulated 

price of a commodity is substantially lower than the market clearing price then the 

domestic supply may reduce and imports may increase. On the other hand, if 

domestic producers are given subsidies then they may be able to offer internationally 

competitive prices, which may increase exports. 

6.3 Estimation of Budgetary Subsidies 

As mentioned earlier budgetary subsidies are estimated as unrecovered costs in the public 

provision of goods which are not classified as public goods. The goods and services 
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classified under social services and economic services are considered for estimation of 

subsidies. The unrecovered costs are estimated as the costs of providing services in 

excess of recoveries from that service. The aggregate cost has two components viz. (i) 

revenue or current expenditure on the concerned service (ii) annualized capital costs. The 

current or revenue expenditure does not include transfer to individuals and transfer to 

funds but transfer from funds are included. The capital stock has two components viz 

physical capital invested departmentally and investment in the form of equity and loans 

given to public sector undertakings. In case of physical capital depreciation cost is also 

taken into account. As the capital stock does not always start yielding service 

immediately, about 1/3 rd  of capital stock for three years immediately proceeding the 

reference year is not counted and the capital stock is adjusted accordingly. 

Symbolically, the aggregate cost may be written as 

C = RE + (I + d) K + iZ 

Where, 

RE = Revenue expenditure on the service head net of adjustments 

i = effective interest rate 

d = depreciation rate 

K = aggregate capital expenditure at the beginning of the period 

Z = sum of loans and equity investment at the beginning of the period 

Recoveries from the service or Receipts may be symbolically written as 

R = RR + (1+D) 
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Where RR = Revenue receipts 

I = Interest receipts 

D = dividends 

Thus, subsidy is computed as S = C — R 

6.4 Results 

(i) 	Subsidies 

Estimated subsidies and recovery rates for the year 2002-03 and 2006-07 are given in 

table 6.2 and 6.3 respectively. The effective interest rates worked out for these two years 

are 8.55% and 9.26% respectively. The depreciation rate used is 4.72% per annum 

(Srivatsava D.K. 2003). 

It is evident from the table 6.2 that the total subsidy in the year 2002-03 comprising 

Social and Economic Services aggregates to Rs.658.56 crore. The share of subsidy in the 

public services comprised 15.29% in Merit I, 53.51% in Merit II and 31.20% in Non-

Merit category. Under Merit I category, Social Sector services had significant share led 

by Elementary Education. Under Merit II category too the Social sector services had the 

major share and the share of Economic Services in Merit II was much higher than in 

Merit I category. Under Social Services of Merit II category, more than 80% of the share 

is accounted for Education (other than elementary). Under Economic Services Category 

of Merit II, Roads & Brides and Other Rural Development Programmes had the major 
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share of subsidy and the Ports & Light Houses sector had surplus as the receipt being 

more than the cost. 

Table 6.2: Subsidies and Recovery Rate for the year 2002-03 	(Rs. in crore) 
Services Total 

Cost 
Total 

Receipts 
Subsidies! 
Surplus (-) 

Recovery 
Rate (%) 

I Merit I 101.00 0.38 100.62 0.38 

A Social Services 98.39 0.36 98.03 0.37 

Elementary Education 61.36 0.02 61.34 0.03 
Primary Health Centres 12.49 0.00 12.49 0.00 
Prevention and Control of Diseases 4.44 0.00 4.44 0.00 
Social Welfare & Nutrition 20.11 0.34 19.77 1.69 

B Economic Services 2.61 0.02 2.59 0.77 

Soil and Water Conservation 1.72 0.02 1.70 1.16 
Ecology and Environment 0.89 0.00 0.89 0.00 

II Merit II 366.69 14.43 352.26 3.94 

A Social Services 252.04 3.14 248.90 1.25 

Education (other than elementary) 210.41 2.94 207.47 1.40 
Sports and youth services 14.35 0.07 14.28 0.49 
Family welfare 3.36 0.00 3.36 0.00 
Urban development 23.91 0.13 23.78 0.54 

B Economic Services 114.65 11.29 103.36 9.85 

Forestry 7.24 0.73 6.51 10.08 
Agricultural research and education 1.14 0 1.14 0.00 
Special programmes for Rural Dev 2.44 0 2.44 0.00 
Other rural development programmes 24.95 0.02 24.93 0.08 
Flood control and drainage 1.86 0 1.86 0.00 
Non-conventional sources of energy 0.40 0 0.40 0.00 
Village and small industries 14.08 0.15 13.93 1.07 
Ports and light houses 2.42 6.53 -4.11 270.10 
Roads and bridges 45.66 2.78 42.88 6.09 
Inland water transport 12.26 1.08 11.18 8.81 
Other scientific research 0.22 0 0.22 0.00 
Census, Surveys and Statistics 1.99 0 1.99 0.00 

Ill Non-merit 837.94 632.56 205.38 7549 

A Social Services 261.96 64.60 197.36 24.66 
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Art & Culture 10.11 0.14 9.97 1.38 
Water supply and sanitation 145.96 55.71 90.25 38.17 
Housing 6.24 0.21 6.03 3.37 
Medical & public health 85.63 6.94 78.69 8.10 
Information & Publicity 2.09 0.02 2.07 0.96 
Welfare of SC,ST& OBC 0.86 0.00 0.86 0.00 
Labour & Labour Welfare 11.08 1.58 9.50 14.26 

B Economic Services 575.98 567.96 8.02 98.61 

Agriculture and allied activities 31.05 2.67 28.38 8.60 
Co-operation 4.04 0.23 3.81 5.69 
Special Area Programme 3.42 0.00 3.42 0.00 
Irrigation 82.72 15.56 67.16 18.81 
Power 405.34 548.35 -143.01 135.28 
Industries 6.60 0.2 6.40 3.03 
Non-ferrous mining & met. Industries 0.47 0.14 0.33 29.79 
Transport 16.52 0.00 16.52 0.00 
Civil Supplies 0.83 0.11 0.72 13.27 
Other Economic Services 24.99 0.7 24.29 2.80 

Total (I + II + III) 1305.63 647.37 658.26 49.58 

The non-Merit Services mostly comprised Social Services subsidy as the Economic 

Services being negligible. Within Social Services of Non-Merit category, Water Supply 

& Sanitation and Medical & Public Health accounted for major share of subsidy. Within 

Economic Services of Non-Merit category, the components of subsidies are in the sectors 

of Irrigation, Agriculture & Allied Activities, Other Economic Services and Transport. 

However, substantial surplus in power sector has offset the subsidies of other components 

within the Economic Services of Non-Merit category. It is evident from the table 6.2 that 

an important achievement of Goa is surplus in Power sector, which means this sector has 

managed to generate surplus over cost. It is important to note that Goa does not have 

power generation of its own except of very small quantity in private sector and the State 

is totally dependent on the power supplied from the grids in neigbouring States. As the 

State does not have any subsidy in Agriculture sector and cross-subsidization being not 
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significant the receipt from sale of power is much more than the cost of power. The 

Planning Commission, Government of India too has complemented the State for its 

achievement in power sector many times. 

It may be seen from table 6.3 that the total subsidy estimated for the year 2006-07 is 

Rs.1198.66 crore, comprising Merit I 11.24%, Merit II 44.77% and Non-Merit 43.99%. 

As in 2002-03, the Merit I services mainly comprised Social Services led by Elementary 

Education and followed by Social Welfare and Nutrition services. Under Merit II 

category also Social Services had the major share led by Education (other than 

elementary education) followed by Urban Development. Under the Economic Services of 

Merit II, Roads & Bridges had the highest share followed by other Rural Development 

Services. As regards Non-Merit Services, Power Sector continued to generate surplus 

during 2006-07 but the quantum of surplus had declined over 2002-03 may be due to the 

fact that there was no revision in tariff for many years while the cost continued to 

increase every year. The subsidy under Irrigation sector too increased substantially which 

may be mainly attributable to higher level of spending towards completion of Tillari 

Irrigation Project and the returns from which is yet to flow. 

The components of cost and subsidy under different services during 2002-03 and 2006-07 

reveals that under Merit services development priority of the State is mainly on 

Education services. Under Non-Merit services category, development priority comprised 

power, roads and bridges, irrigation, water supply and sanitation, medical and public 

health and agriculture and allied services. 
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Table 6.3: Subsidies and Recovery Rate for the year 2006-07 	(Rs. in crore) 
Services Total 

Cost 
Total 

Receipts 
Subsidies/ 
Surplus (-) 

Recovery 
Rate (%) 

I Merit I 135.02 0.37 134.65 0.27 

A Social Services 130.99 0.32 130.67 0.24 

Elementary Education 78.91 0.06 78.85 0.08 
Primary Health Centres 16.70 0.00 16.70 0.00 
Prevention and Control of Diseases 5.24 0.00 5.24 0.00 
Social Welfare & Nutrition 30.14 0.26 29.88 0.86 

B Economic Services 4.04 0.05 3.99 1.24 

Soil and Water Conservation 2.60 0.05 2.55 1.93 
Ecology and Environment 1.44 0.00 1.44 0.00 

II Merit II 576.30 39.61 536.69 6.87 

A Social Services 377.38 10.29 367.09 2.73 

Education (other than elementary) 306.83 10.20 296.63 3.32 
Sports and youth services 22.85 0.09 22.76 0.39 
Family welfare 2.50 0.00 2.50 0.00 
Urban development 45.20 0.00 45.20 0.00 

B Economic Services 198.92 29.32 169.60 14.74 

Forestry 11.15 1.99 9.16 17.84 
Agricultural research and education 1.24 0.00 1.24 0.00 
Special programmes for Rural Dev 9.30 0.00 9.30 0.00 
Other rural development 
programmes 36.43 0.01 36.42 0.03 
Flood control and drainage 7.72 0.00 7.72 0.00 
Non-conventional sources of 
energy 0.58 0.00 0.58 0.00 
Village and small industries 14.19 3.41 10.78 24:03 
Ports and light houses 3.64 16.85 -13.21 463.29 
Roads and bridges 96.76 6.58 90.18 6.80 
Inland water transport 14.86 0.48 14.38 3.23 
Other scientific research 0.53 0.00 0.53 0.00 
Census, Surveys and Statistics 2.54 0.00 2.54 0.00 

Ill Non-merit 1287.11 759.79 527.32 59.03 

A Social Services 394.31 69.60 324.71 17.65 

Art & Culture 22.61 0.21 22.40 0.93 
Water supply and sanitation 194.05 58.08 135.97 29.93 
Housing 8.87 0.27 8.60 3.04 
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Medical & public health 135.72 9.06 126.66 6.68 
Information & Publicity 14.04 0.01 14.03 0.07 
Welfare of SC,ST& OBC 3.50 0.00 3.50 0.00 
Labour & Labour Welfare 15.52 1.97 13.55 12.69 

B Economic Services 892.80 690.19 202.61 77.31 

Agriculture and allied activities 62.45 3.13 59.32 5.01 
Co-operation 6.75 0.09 6.66 1.33 
Special Area Programme 5.30 0.0 5.30 0.00 
Irrigation 138.28 3.71 134.57 2.68 
Power 616.72 682.45 -65.73 110.66 
Industries 22.77 0.06 22.71 0.26 
Non-ferrous mining & met. 
Industries 0.78 0.14 0.64 17.99 
Transport 25.04 0.0 25.04 0.00 
Civil Supplies 1.14 0.15 0.99 13.13 
Other Economic Services 13.58 0.46 13.12 3.39 

Total (I + II + III) 1998.43 799.77 1198.66 40.02 

(ii) Recovery Rate 

It is evident from table 6.2 and 6.3 that the overall recovery rate had declined from 

49.58% in 2002-03 to 40.02% in 2006-07. In both the years the recovery rate in Merit I 

category of services remained very low being less than 1%. However, the recovery rate in 

Merit II category had improved from 3.94% in 2002-03 to 6.87% in 2006-07, which is 

mainly attributable to higher level of receipts under Ports & Light Houses and Education 

sectors. Under Non-Merit category the recovery rate declined from 75.49% in 2002-03 to 

59.03% in 2006-07. This decline was mainly due to decline in the recovery rate under 

power, water supply & sanitation, medical & public health and irrigation sectors. 

Therefore, the need for the Government is to review the user charges for various services 

under Non-Merit category so as to bring improvement in the recovery rate. 
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(iii) Ratio of subsidy to Revenue Receipts, GSDP and Fiscal Deficit 

The details regarding aggregate of subsidies under social and economic services and the 

ratio of subsidy to revenue receipts, Gross State Domestic Product (GSDP) and Fiscal 

Deficit during 2002-03 and 2006-07 are given in table 6.4. 

Table 6.4: Ratio of subsidy to Revenue Receipt, GSDP and Fiscal Deficit 

Year/Subsidy 
sectors 

Cost 
(Rs.crore) 

Subsidy 
(Rs. crore) 

Recovery 
rate (%) 

Subsidy as percentage of 
Revenue 
Receipt 

GSDP Fiscal 
Deficit 

2002-03 

Social Services 612.39 544.29 11.12 29.69 6.72 145.15 
Merit I 98.39 98.03 0.37 5.35 1.21 26.14 
Merti II 252.04 248.90 1.25 13.58 3.07 66.37 
Non-Merit 261.96 197.36 24.66 10.77 2.44 52.63 

Economic Services 693.24 113.97 83.56 6.22 1.41 30.39 
Merit I 2.61 2.59 0.77 0.14 0.03 0.69 
Merti II 114.65 103.36 9.85 5.64 1.28 27.56 
Non-Merit 575.98 8.02 98.61 0.44 0.10 2.14 

Merit 467.69 452.88 3.17 24.71 5.59 120.77 
Non-Merit 837.94 205.38 75.49 11.20 2.54 54.77 
Total 1305.63 658.26 49.58 35.91 8.13 175.54 

2006-07 

Social Services 902.68 822A7 8.89 31.52 5A7 155.55 
Merit I 130.99 130.67 0.24 5.01 0.87 24.71 
Merti II 377.38 367.09 2.73 14.07 2.44 69.43 
Non-Merit 394.31 324.71 17.65 12.44 2.16 61.41 

Economic Services 1095.75 376.19 65.67 14.41 2.50 71.15 
Merit I 4.04 3.99 1.24 0.15 0.03 0.75 
Merti II 198.92 169.60 14.74 6.50 1.13 32.08 
Non-Merit 892.80 202.61 77.31 7.76 1.35 38.32 

Merit 711.32 671.34 5.62 25.72 4.47 126.97 
Non-Merit 1287.11 527.32 59.03 20.21 3.51 99.73 
Total 1998.43 1198.66 40.02 45.93 7.98 226.70 
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It is evident from the table 6.4 that the recovery rate under both Social Services and 

Economic Services has declined from 2002-03 to 2006-07. The ratio of subsidy to 

revenue receipts has increased from 35.91% in 2002-03 to 45.93% in 2006-07. This 

indicates that during the said period the growth in subsidy was higher than the growth in 

revenue receipts. It may also be seen that there was marginal variation in the ratio of 

subsidy to revenue receipts under social services and under economic services the ratio 

had increased from 6.22% to 14.41% from 2002-03 to 2006-07. As regards the ratio of 

subsidy to GSDP, it may be seen from the table 6.4 that there was decline in the ratio 

from 2002-03 to 2006-07, which indicates that the growth in subsidy and GSDP has more 

or less has remained at same level. However, it may also be observed that while the ratio 

of subsidy to GSDP had declined under social services, it has increased under economic 

services. The ratio of subsidy to Fiscal Deficit has increased from 175.54% in 2002-03 to 

226.70% in 2006-07. While there was marginal increase in the ratio of subsidy to GSDP 

from 2002-03 to 2006-07 under social services, the ratio has more than doubled under 

economic services. 

(iv) Per capita subsidies 

The details regarding per capita subsidies for 2002-03 and 2006-07 under social and 

economic services may be referred to in table 6.5. It is evident from the table that the per 

capita subsidy has increased from Rs.4794 in 2002-03 to Rs.8261 in 2006-07 registering 

a growth of 72.3%. The per capita subsidy under social services has increased from 

Rs.3964 to Rs.5668 and under economic services it has increased from Rs.830 to 
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(Rupees) 

Sector 2002-03 2006-07 

Social Services 3964 5668 
Merit I 714 901 
Merti II 1813 2530 
Non-Merit 1437 2238 

Economic 
Services 830 2593 
Merit I 19 27 
Merti II 753 1169 
Non-Merit 58 1396 

Merit 3299 4627 
Non-Merit 1496 3634 
Total 4794 8261 
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Rs.2593. Very high growth in per capita subsidy under economic services is mainly 

under non-merit category which has increased from Rs.58 in 2002-03 to Rs.1396 in 

2006-07. It may also be observed that while the per capita subsidy under merit services 

has registered a growth of 40.3%, the growth under non-merit services was 142.9%. 

Table 6.5: Per capita subsidies 

(v) Subsidies at constant prices 

The details of subsidy for years 2002-03 and 2006-07 at 2006-07 prices are given in table 

6.6. The subsidy for the year 2002-03, which are current prices, have been made inflation 

neutral using inflators indicated by the Planning Commission for the Tenth Five Year 

Plan and have been made comparable at 2006-07 prices. The change in subsidy 

composition from 2002-03 to 2006-07 may be referred to at Graph 6.1. 
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Graph 6.1: Change in subsidy composition 2002-03 & 2006-07 
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Table 6.6 Subsidy at constant prices (2006-07) 
Rs.in crore) 

Sector 2002-03 2006-07 I Growth (%) 

Social Services 656.19 822.47 25.34 
Merit I 118.19 130.67 10.56 
Merti II 300.07 367.09 22.34 
Non-Merit 237.93 324.71 36.47 

Economic Services 137.41 376.19 173.78 
Merit I 3.12 3.99 27.65 
Merti II 124.62 169.60 36.10 
Non-Merit 9.67 202.61 1995.93 

Merit 545.99 671.34 22.96 
Non-Merit 247.60 527.32 112.97 
Total 793.60 1198.66 51.04 

It is evident from the table 6.6 that the aggregate subsidy at constant prices has registered 

a growth of 51.04% from 2002-03 to 2006-07. The share of subsidy under social services 

has declined from 82.69% in 2002-03 to 68.62% in 2006-07 and correspondingly the 

share under economic services has increased from 17.31% to 31.38% during the same 

period. This variation is mainly due to decline in recovery rate during 2006-07 under 

Economic Services of Non-Merit category. This is also evident from the fact that the 

growth in subsidy at constant prices was very high under economic services. It may also 

be seen that while the growth in subsidies under merit services was only 22.96%, the 

non-merit category has registered a very high growth of 112.97%. Such a high growth 

under non-merit category of services is not a desirable trend, which need to be arrested by 

suitably reviewing the user charges as mentioned earlier. 
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6.5 Interpretation of Hypothesis 

Hypothesis H4: Non-merit subsidies in the State budget are growing 

The share of non-merit subsidy in the totally subsidy has increased from 31.20% in 2002-

03 to 43.99% in 2006-07. Though, under Non-Merit Services, Power Sector continued to 

generate surplus during 2006-07 but the quantum of surplus had declined over 2002-03 

mainly due to non-revision of tariff for many years while the cost continued to increase 

every year. The subsidy under Irrigation sector too increased substantially which may be 

mainly attributable to higher level of spending towards completion of Tillari Irrigation 

Project and the returns from which is yet to flow. The aggregate subsidy at constant 

prices (2006-07) has registered a growth of 51.04% from 2002-03 to 2006-07. The share 

of subsidy under social services has declined from 82.69% in 2002-03 to 68.62% in 

2006-07 and correspondingly the share under economic services has increased from 

17.31% to 31.38% during the same period. This variation is mainly due to decline in 

recovery rate during 2006-07 under Economic Services of Non-Merit category. This is 

also evident from the fact that the growth in subsidy at constant prices was very high 

under economic services. It may also be seen that while the growth in subsidies under 

merit services was only 22.96%, the non-merit category has registered a very high growth 

of 112.97%. Such a high growth under non-merit category of services is not a desirable 

trend, which need to be arrested by suitably reviewing the user charges. While the per 

capita subsidy under Merit category has increased marginally from Rs.3299 in 2002-03 to 

Rs.4627 in 2006-07, there was significant increase in per capita subsidy under Non-Merit 

category from Rs. 1496 to Rs.4227 during the same period. Thus, the hypothesis is 

accepted (Refer Hypothesis H4 at page 19 of Chapter One). 
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CHAPTER SEVEN 

POLICIES AND PRACTICES 

Government has policy papers in the form of Acts, Rules, Policy Statements/Documents, Master 

Plans etc in certain sectors like Decentralized Planning, Land Use, Industries, Special Economic 

Zones, Information Technology, Tourism, Fiscal Responsibility and Budget Management. In other 

sectors Government practices have been considered policies for evaluation. Government policies 

and practices under the sectors of decentralized planning, population, land use, industries, 

information technology & e-governance, agriculture & allied activities, tourism, mining, 

infrastructure, education, health & social welfare, fiscal responsibility and budget management 

have been evaluated. The study reveals that there is hardly any effective system in place to 

translate polices into goals and outcomes with a definite time frame and budgetary support. 

There is no monitoring mechanism to implement various State policies leading to inordinate 

delays in achieving objectives. 
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CHAPTER SEVEN 

POLICIES AND PRACTICES 

7.1 Introduction 

Goa has achieved considerable socio-economic development since its liberation from 

Portuguese rule in December 1961. Thrust laid on social sector development initially 

followed by industrial and tourism development has enabled Goa to become a 

progressive State in the country. Today, its social indicators like birth rate, death rate, 

infant mortality rate, etc, are not only the best in the country are also comparable with 

that of developed countries in the world. The State had reached the level of replacement 

in population growth more than a decade ago. Its high per capita income, high level of 

literacy, very high saving rates, etc, vouch for its economic progress. In the process, the 

State has witnessed tremendous transformation in terms of demography, occupation, land 

use, etc. Tourism has placed the State on the world map attracting people from all over 

not only to visit this picturesque land but also to invest both in business as well as 

housing. Goa is now at take-off stage for next stage of development. This is the crucial 

point for Goa as the policies now pursued would be the direction for Goa's future. It is 

evident that people of Goa have realized this and have started scrutinizing every action of 

the Government with a concern towards future of the State. Probably, it appears the need 

for bottom up approach in the planning process is becoming in evitable. Today, almost 

everything is being opposed by the people and there is a deadlock like situation in the 

planning process. People expect that development plans of villages will be decided by 

them and not by the Government. It appears the spirit of 73 rd  and 74th  Constitutional 
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amendments for bottom up approach in the development process is being invoked by the 

people of Goa. This chapter analyses various policies and practices of Government of 

Goa being followed for the development of the State. 

7.2 Policies and Practices 

Decentralized Planning 

The 73rd  and 74th  Constitutional Amendments envisage devolution of powers, functions, 

functionaries and finances to the local self governments so as to ensure people's 

participation in the planning process. The objective is to do away with the current top 

down approach in the planning process and enable the local self governments to prepare 

development plans for their area. The State of Goa has put in place the legislation 'Goa 

Panchayat Raj Act 1994' as well as made suitable amendments to the Municipalities Act 

1968 to meet the requirements of 73 rd  and 74th  Constitutional Amendments. Two Zilla 

Parishads and District Planning Committees have been constituted. The First Finance 

Commission headed by Dr. V.A. Panandikar had recommended devolution of functions, 

functionaries and finances to the local self Governments and also had given the 

methodology for the same. But, unfortunately, Government of Goa has not implemented 

the recommendation of the First State Finance Commission. Therefore, while the 

required structure is in place the objectives are not being full-filled mainly because of two 

reasons. Firstly, the devolution of powers, functions, functionaries and finances to the 

local self governments has not taken place so far. Secondly, the District Planning 

Committees are not functioning. Peoples' opposition to every action of the Government 

is basically an expression of their anguish towards denial of rights as envisaged in the 
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Constitution of India. Therefore, an urgent need of the hour would be to re-activate the 

District Planning Committees so as to enable the village panchayats and municipalities to 

prepare short-term and long term development plans of their area with peoples' 

participation. The plans prepared by the local self governments are to be suitably 

compiled and evolved as District Plan by the District Planning Committees for 

implementation by the Government. The Government of Goa has to deal with macro 

level issues and prepare plan document of the State dovetailing the district plans prepared 

by the District Planning Committees. There is also an urgent need to look at the 

recommendations made in the Report of the Second State Finance Commission headed 

by Shri Alban Couto submitted in the year 2008 for devolution of powers, functions, 

functionaries and finances to the local self governments. 

Demographic Transition 

As per the theory of demographic transition Goa is in the third stage with low birth and 

death rates, universal literacy, high standard of living and economic development 

advancing further. The State with a total fertility rate of 1.8 (2005-06) has reached the 

level of replacement more than a decade ago (TFR 1.77: 1998) and thus the population 

grows at a slow rate. In spite of this spectacular performance, various demographic 

characteristics also have changed significantly pressing for policy interventions by the 

Government. The important characteristics are analyzed below. 
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(i) 	Population growth and migration 

After liberation, Goa witnessed tremendous influx of population. The period 1960-71 

witnessed a highest population growth of 34.77%, most of which contributed to the in-

migration. The subsequent decade 1971-81 registered a growth rate of 26.74% followed 

by 16.08% during 1981-91 and 15.21% during 1991-2001. The total population in-

migrated to the State of Goa is estimated in the table 7.1 

Table 7.1: Population in-migrated to Goa during 1960-2001 

Si. 
No. 

Year Population Absolute 
increase 

Growth 
rate (%) 

Natural 
growth 
rate (%) 

In- 
migration 
rate (%) 

Absolute 
increase 

due to in-
migration 

1 1960 589997 
2 1971 795120 205123 34.8 13.7 21.1 124371 
3 1981 1007749 212629 26.7 16.6 10.1 80433 
4 1991 1169793 162044 16.1 12.3 3.8 38246 
5  2001 1347668  177875 15.2 10.2 5.0 58512 

It is evident from the above table that during the period 1960-2001 the absolute increase 

in population was 757671, of which 301562 (39.8%) may be attributable to in-migration. 

In other words, it may be construed that 22A% of the population of the State as per 2001 

census account for in-migration after liberation. The migrated population has prospered 

in the State of Goa to considerable extent and its next generation has not only tuned to the 

Goan culture but also become eligible for all the benefits being domiciled for a long time. 

This has led to cause for concern in the minds of people of Goa, as it is feared that over a 

period of time the migrant population may outnumber the native population. The concern 
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is visible in the massive opposition for mega projects including housing, special 

economic zones, etc, as such projects expected to bring more people from outside Goa, 

which would bring tremendous pressure on infrastructure that is already under stress. 

Therefore, in the first place Government may have to do two things. Firstly, ensure that 

the entire infrastructure facilities be upgraded mainly the availability of water, electricity, 

sewerage network and solid waste management. Secondly, only such projects may be 

encouraged which are environment friendly, high value added, having employment 

opportunities for local population. 

(ii) 	Population Density 

Goa is an environmentally highly sensitive State with 105 kms of coastline and 255 kms 

of inland waterways on the one hand and a forest cover of 33% on the other. About 62% 

of forest cover is under Protected Area network comprising one national park and six 

wildlife sanctuaries. It is also to be noted that tourism bound coastal talukas are having 

very high population density in comparison with hinterland talukas. It may be seen from 

table 7.2 that the population density was highest in coastal talukas both in 1960 as well as 

in 2001. Though, the population density in hinterlands has improved over the years still 

there is wide gap between coastal talukas and hinterlands. 
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Table 7.2: Taluka -wise population density: 1960 and 2001 
SI.No. Taluka 1960 2001 

1 Tiswadi 478 750 

2 Bardez 369 863 

3 Salcete 426 895 

4 Marmugoa 448 1328 

5 Pernem 174 286 

6 Bicholim 197 380 

7 Satari 51 120 

8 Ponda 228 510 

9 Sanguem 38 77 

10 Quepem 90 233 

11 Canacona 65 125 

There is no doubt that tourism is the USP of Goa's economy. But, there is a need to study 

the carrying capacity of coastal belt so that the beach tourism remains at sustainable 

level. As tourism being an important economic driver, it is necessary to make efforts to 

take it to hinterlands by creating opportunities, infrastructure development and 

incentivizing entrepreneurs to invest in hinterlands. The need is to balance the population 

density across the State, reduce intra-state migration by creating economic opportunities 

and diversifying tourism from beach to hinterlands including eco-tourism, heritage 

tourism, village tourism, etc. 

(iii) 	Sex Ratio 

Female sex ratio of Goa has declined from 1091 in the year 1900 to 961 in the year 2001. 

Female sex ratio of Goa as per decadal census from 1900 to 2001 is given in table 7.3. It 

is evident from the table that till liberation of Goa the sex ratio was favourable to 
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females, which declined adversely as per the decadal censuses held after liberation 

(Graph 7.1). 

Table 7.3: Female Sex Ratio of Goa: 1900-2001 
SI.No. Year Female sex ratio 

1 1900 1091 
2 1910 1108 
3 1921 1120 
4 1931 1088 
5 1940 1084 
6 1950 1128 
7 1960 1066 
8 1971 981 
9 1981 975 
10 1991 967 
11 2001 961 	 

As per 2001 population census, the female sex ratio in the age group of 0-6 years was 

938, which is much below the sex ratio of 961 in the entire population. The female sex 

ratio at birth as per birth registration statistics from 2005 to 2008 is given in table 7.4. 

Table 7.4: Female Sex Ratio of Goa at Birth: 2004-2008 
Sl. No. Year Female sex ratio 

1 2005 906 
2 2006 934 
3 2007 948 
4 2008 931 

The table 7.4 also indicates a disturbing trend of female sex ratio at birth. This is not an 

encouraging indicator to a State which otherwise has excellent socio economic indicators. 

There are apprehensions of female feticide. Also there is a logical theory doing rounds 
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saying that as the population is indicating preference towards single child norm, mostly 

couples prefer second child only if the first child is a girl. However, there is no empirical 

evidence on either of this. Probably, there is an urgent need for a scientific study to 

ascertain the reasons for deteriorating female sex ratio. In the coming years, if the trend is 

continued then Government may have to evolve policy interventions to encourage and 

welcome birth of girl child. 

Graph 7.1: Declining Sex Ratio 
Females per 1000 males 
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Land Use 

A well defined land use policy is a pre-requisite for planned economic development. The 

State's land use policy is defined through regional plan prepared by the Town and 

Country Department under the Goa Town and Country Planning Act, 1974. The Regional 

Plan 2001 has outlived and the new Regional Plan 2011 notified by the Government has 

not been accepted by the people. Now, the draft Regional Plan 2021 has been evolved 
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which is still under public scrutiny. The Regional Plan so drawn is not sacrosanct as the 

Town and Country Planning Board constituted under the Act is empowered to allow 

change in land use. This provision has been misused and abused umpteen numbers of 

times and it has become a source of corruption. The area under agriculture presently 

being quoted by the Agriculture Department is over 30 year old data. Though lot of land 

has been converted for non-agriculture purposes and there exists increasing tendency to 

keep agriculture land fallow without cultivation, the data of Agriculture Department 

indicates increasing production of food grains every year. The Agriculture Department 

simply multiplies the over 30 year old data with yield per hectare to work out the 

production estimate of food grains. As area remains same and yield per hectare increases, 

the production estimate also increases every year at least on paper though it is actually 

not happening on ground. This has been continuing mainly due to the fact there exists no 

primary reporting system in the State of Goa to update land records on continuing basis. 

Therefore, there is an urgent need to ensure that the primary reporting system in the State 

is started immediately so that the land records get updated on regular basis. Government 

also has to think of taking advantage of technology advancement so as to fully 

computerize the land records and also link it with all the processes related to the land so 

that up gradation takes place on regular basis. 

Goa has urbanized very fast mostly along the coastal belt mainly due to tourism. The land 

has become very scarce and the most precious resource. The rental value of land for non-

agriculture purposes being much higher than the agriculture purpose, there is an 

increasing tendency to keep agriculture land fallow for conversion to non-agricultural 

purposes. The Government too in the name of development amassed large quantity of 
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land under the Land Acquisition Act by paying very low compensation to the land 

owners. There are instances, where the purpose for which the land has been acquired has 

not been served and the Government sold the same at market rate to book profit. For 

instance, in the year 2006-07 the Economic Development Corporation sold the land at 

Patto Plaza, Panaji to private parties, which was acquired under land acquisition act by 

paying paltry compensation to the owners for public good. Similarly, As per the report of 

the Comptroller and Auditor General of India for the period ending 31-3-2008, the Goa 

Industrial Development Corporation acquired 38.41 lakh sq.mts of land from the public 

under the Land Acquisition Act by paying paltry compensation and sold it to the private 

parties for setting up of seven Special Economic Zones at a very low rate than the actual 

market value. In recent years there has been large scale purchase of land by different 

private sources including foreigners as an investment and for real estate projects. On 

account of these there has been steep increase in the revenue collection from stamps and 

registration. There are over 300 cases of illegal purchase of property by the Foreigners in 

contravention of the provision under FEMA, which are under investigation by the 

Directorate of Enforcement. 

Large tract of land in Goa is with the community known as `Communidade'. This is 

governed by the pre-liberation legislation known as `Codigo de Civil' or 'Code of 

Communidade' which continued to remain in force even after liberation and till date. The 

Communidades are governed by the Administrators in the Collectorate of North and 

South Goa Districts. The communidade land is supposed to be used for agriculture 

purposes and a part of revenue earned by them is to be given to the Administrators for 

running the administrator's office. However, there is hardly any agriculture activity being 
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carried out in these lands and mostly the land is used for non-agricultural purposes like 

housing, etc. There are reports of unauthorized sale of land by these communidades for 

real estate activities and there are cases of financial misappropriation also. On account of 

huge demand for land in the State, many communidades have become very rich by 

selling land. On the other hand communidades are not paying revenue to the 

Administrators and thus the office of Administrators is not having money to run their 

offices. It is said that the communidades have a lobby and they enjoy lot of say in the 

system. Though, the law enables the Administrators to take action for non-payment of 

revenue, there is no tough action taken by the Administrators against the communidades 

so far for recovery of revenue dues. Thus, it is clear that handful of people are in 

possession of huge tract of land enjoying undue financial gain as the same is not being 

used for purpose it should have been used. As the purpose of the Code is not being served 

it can be concluded that the intended objectives of Communidade system has failed in 

achieving the public good. Therefore, in order to ensure that communidade lands are not 

misused and abused by hand full of people, Government may have to consider reviewing 

the code of commundiade and may also explore the option of nationalizing the 

communidade land and use it for public purposes like schools, hospitals, housing for the 

poor and development of employment generating, environment friendly projects. 

Government may also consider developing those land for high value added agriculture 

activities like horticulture, floriculture etc wherever feasible. 

During 2007-08, Government of Goa had declared minimum property rates in villages 

and towns, which is used in property transaction registrations for stamp duty payment etc. 

Even, these rates are much below the normal market value. But, while acquiring land for 
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Government projects under the Land Acquisition Act these declared rates are not 

considered for giving compensation to the land owners and they are compelled to get 

paltry compensation awarded by the Land Acquisition Officers. This is basically done to 

ensure that Government need not have to shell out lot of money from its coffers towards 

compensation. 

Government is still following the age old Land Acquisition Act making necessary 

amendments from time to time. Probably, acquiring people's land for public good by 

paying paltry compensation may have been justified in olden days as there was not much 

demand for land. Now land has become scarce resource and there is tremendous demand 

for the same in the market. Moreover, fragmentation of land has taken place and average 

land holding has come down drastically. Therefore, there is a need to redefine the 

objectives and evolve a new Act making the public policy more responsible, accountable 

and people friendly. There is a need to ensure that public good is well defined and need 

for land is accurately assessed before acquisition takes place. There has to be some 

accountability on the part of the Government to ensure that the purpose for which the 

land acquisition done is fulfilled within a reasonable period say 3 years. In case the 

intended project does not come up or get shelved then the original land owners should 

have the right to recall the land. The Government should not acquire land more than the 

requirement and also should not initiate the land acquisition process unless it firm up its 

policy and fund availability for the proposed project. There are instances like the 

proposed new airport at Mopa in Pernem taluka, where the land acquisition process had 

to be shelved because of opposition for the new Airport in the State. Similarly, the 

proposed Sports City at Neura for hosting National Games 2011 had to be dropped due to 
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people's opposition and even the new venue finalized by the Government at Dhargalim in 

Pernem Taluka is also facing opposition as people are not ready to part with their land. 

Therefore, it is necessary to make provision for public hearing in the Act so that public 

acceptance for the proposed project is established before land acquisition process starts. 

The process of land acquisition should also be made simpler and quicker giving 

opportunity to land owner to become a partner in the project wherever feasible and also 

reap the benefit of multiplier effect of the project. If the land owners are given at least the 

Government notified rates if not the market rate and if there is a provision for extending 

project benefits to them, either directly or indirectly wherever feasible, then the public 

acceptability for the land acquisition process by the Government will definitely improve. 

Industrial Development 

Goa has achieved considerable success in industrial development. For orderly 

development of industries, the State embarked on establishing industrial estates and so far 

20 industrial estates have been established. Mostly, the industries are located within the 

industrial estates and there are some industries outside the industrial estates also. As on 

31-10-2007, there were 7119 permanently registered small scale industrial units 

providing employment to 49201 persons. Similarly, there were 209 medium and large 

scale industries in the State as on 31-10-2007 providing employment to 25664 persons. 

The industrial development has made significant impact on the economic development of 

the State in terms of value addition and employment generation. The contribution of 

secondary sector to the State income during 2005-06 was 43% which is highly significant 

in comparison with the all India average of 26%. Within the secondary sector the value 
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addition from manufacturing sector accounted for 79%. In 1980's and 1990's the subsidy 

scheme of State Government and tax holiday benefit extended by the Government of 

India played significant role in attracting investment in industrial sector. In addition, 

better infrastructure availability in terms of electricity, water, good roads, railway link, 

airport, port facility etc too attracted the investors for setting up of industries in the State. 

Presently, the industrial sector has neither any State subsidy scheme for investment nor 

any tax holiday benefit scheme from Government of India. 

At present the Industrial Policy 2003 is in force. The Industrial Policy 2003 envisages 

many incentives including new vistas of investment opportunities to the investors. The 

Mission of the Industrial Policy is to ensure accelerated Industrial Development, catalyze 

Economic Growth, ensure balanced Regional Growth, protect Environment and above all 

create sustainable Employment to local youth of the State. The policy document strives to 

achieve overall economic growth of the State through accelerated industrial development. 

The policy document focuses on the creation of sustainable employment opportunities for the 

people of the State. This will be achieved by providing industry an access to high quality 

infrastructure, extending institutional support, technology upgradation, deregulating the 

business environment for an efficient, proactive and transparent administrative framework 

and catalyzing the entrepreneurial as well as creative capabilities of the human resources and 

providing market support. The policy document aims at ensuring a facilitative regime that 

explores and unleashes the energies of the private sector to create an environment in which 

industry, both existing and new, can prosper. 

Towards realizing the mission, the objectives envisaged in Industrial Policy 2003 are (i) 

Promote industries specifically identified as 'Thrust Areas'. (ii) Promote industries which 
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would consume locally available raw materials, have consumption pattern within the State 

and neighbouring areas. (iii) Develop Goa as the 'Export/Import Hub' and Encourage export 

oriented Industries. (iv) Develop self-employment opportunities for the local youth especially 

in rural and semi urban areas. (v)Promote and encourage the agro-based industries to give a 

boost to the rural economy. (vi) Promote and encourage development of handicraft products 

to give boost to local artisans. (vii)Create a healthy climate for the growth and promotion of 

small-scale and cottage industries. (viii) Promote and encourage the process of Technological 

upgradation/automation in the existing units as well as new industries so that need of migrant 

labour is gradually reduced, thereby arresting the influx of migrant labour.(ix) Create cluster 

development centres in rural areas around which traditional livelihood earning professions 

can develop and thrive. (x) Encourage industries which can convert existing and generated 

industrial waste such as mining rejects, slag etc., into useful products. (xi) Encourage 

participation of women entrepreneurs in the industrial development of the State. (xii) Ensure 

balanced growth to address regional economic and social disparities in the State. (xiii) 

Encourage promotion of all such industries that are environment friendly and do not indulge 

in wasteful consumption of resources. (xiv) Facilitate revival and rehabilitation of sick 

industrial units by devising suitable schemes. (xv) Promote Research and Development 

(R&D) to enable the industry to have access to state of art technology. (xvi) Encourage the 

participation of Industry Associations in decision making process and support their initiatives 

in promoting industrial development. (xvii) Encourage artistic talents amongst local youth. 

The thrust areas identified in the policy document for focused attention are Pharmaceuticals, 

Drugs and Biotech Industries; Food processing and Agro based Industries; IT and IT-enabled 

services; Eco tourism/Heritage tourism/Adventure tourism/Event tourism/Medical tourism 
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and Entertainment Industry. The policy document also envisaged setting up of Pharma park, 

Food park including Wine park, Software Technology Park (STP), Agro Economic Zone, 

Biotech park, Apparel park, Special Economic Zone and Film City. 

Towards implementation of Industrial Policy 2003 Government of Goa has notified 10 

schemes viz. Capital Contribution Scheme, 2003, Share Capital to Local Entrepreneurs 

and Self-Employed Scheme, 2003, Preferential Purchase Incentives for Small Scale 

Industries Scheme, 2003, Interest Subsidy Scheme, 2003, Goa State Financial Incentives 

to the Industries for Certification and Patenting Scheme, 2003, Incentives to Women 

Entrepreneurs Scheme, 2003, Early Bird Offer Scheme, 2003, The Goa State 

Employment Subsidy Scheme for the Industries, 2003, Incentives to encourage 

Consumption of Local Raw Material Scheme, 2004 and Goa State Export Market 

Development Scheme, 2004. Every year financial outlays are proposed in the Annual 

Plan but baring one or two schemes none of the schemes have been implemented so far. 

Budget provision is made every year for these scheme and most of the funds get 

surrendered every year due to non-implementation of the schemes. Budget provision 

made and actual expenditure incurred under these schemes from 2003-04 to 2006-07 may 

be seen in table 7.5. 
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Table 7.5: Industrial Policy 2003 schemes - performance from 2003-04 to 2006-07 
Rs. in crore 

Si. 
No. 

Name of the scheme 2003-04 2004-05 2005-06 2006-07 
BE AE BE AE BE AE BE AE 

1 Capital 	Contribution 
Scheme, 2003 

0.00 0.00 3.00 0.00 3.00 0.00 2.00 0.00 

2 Share 	Capital 	to 	Local 
Entrepreneurs 	and 	Self- 
Employed Scheme, 2003 

0.00 0.00 3.00 4.25 4.00 3.14 4.00 1.86 

3 Preferential 	Purchase 
Incentives for Small Scale 
Industries Scheme, 2003 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

4 Interest Subsidy Scheme, 
2003 

0.00 0.00 1.50 0.00 2.00 0.00 1.00 0.00 

5 Goa 	State 	Financial 
Incentives to the 
Industries for Certification 
and Patenting Scheme, 
2003 

0.00 0.00 0.10 0.03 0.50 0.00 0.50 0.00 

6 Incentives 	to 	Women 
Entrepreneurs 	Scheme, 
2003 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

7 Early Bird Offer Scheme, 
2003 

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

8 The 	Goa 	State 
Employment Subsidy 
Scheme for the Industries, 
2003 

0.00 0.00 10.00 0.00 5.00 0.00 1.00 0.00 

9 Incentives 	to 	encourage 
Consumption 	of 	Local 
Raw 	Material 	Scheme, 
2004 

0.00 0.00 0.05 0.00 1.00 0.00 1.00 0.00 

10 Goa State Export Market 
Development Scheme, 
2004 

0.00 0.00 0.10 0.05 0.25 0.00 0.25 0.05 

11 Contribution to Industries 
as per Industrial Policy 

8.00 0.48 0.00 0.00 0.00 0.00 0.00 0.00 

Thus, the Government is not making any serious effort neither to implement the schemes 

nor to notify new schemes or modify the schemes if the existing schemes are not 

implementable. On account of this indecisiveness the policy has remained on paper and 
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the industrial sector has suffered a lot and has not grown much in recent years. More over 

due to tax benefits extended by the Government of India for setting up of industries in 

other States like Himachal Pradesh, there has been diversion of investment opportunities 

which otherwise would have come to Goa and also there are reports of flight of industries 

from Goa. 

Until recently, industrial development has been peaceful without any hindrances. In fact 

industrial development in the State has been slow and steady more or less consistent with 

infrastructure availability in the State. The industrial development had taken place over a 

period of time. However, in recent years Government of Goa decided to set up 16 Special 

Economic Zones, of which 4 were notified by the Government of India. In most of the 

cases Government acquired huge tract of land from the public at throw away price and 

sold it to the SEZ promoters for a low price. Such a mega scale industrial development 

was expected to generate employment opportunities to lakhs of people. As the State does 

not have required manpower, it is obvious that there would have been large scale in-

migration from other States to work in the proposed SEZs. There was no assessment done 

by the Government as regards infrastructure required in terms of electricity, water, roads 

etc before giving permission for the same. However, people of Goa sensed the imminent 

danger and pressed panic button. Government of Goa had to cancel its plan of setting up 

of all the SEZs in view of large scale public outcry. But, the SEZ policy 2006 is yet to be 

withdrawn by the State Government. The SEZ policy should have made an assessment of 

carrying capacity of the State in terms of infrastructure, manpower etc so as decide on the 

type and number of SEZs to be set up in the State. 

Goa University 



155 

Policies and Practices 

Although, there are more than 7000 permanently registered small scale industrial units, 

the number of industries actually functioning may be half of that. There is no clear 

official figure available as regards the number of small scale industries actually 

functioning. The Government has to publish a directory of all small scale industries, 

industrial estate-wise, product-wise and also those which are outside the industrial estates 

to give an actual picture on the industrial development in the State. Efforts must be made 

to revive sick industrial units. 

As of now it appears, the industrial sector is at cross-roads seeking appropriate public 

policy direction in the overall interest of the State. There is a need to arrest the flight of 

industries and attract new investment that is acceptable and beneficial to the people of 

Goa. If the Government of India's tax exemption policy in other States is affecting the 

industrial development in the State, Government of Goa has to evolve its own industrial 

promotion incentive package including subsidies by making an analysis of cost-benefit 

The level of incentive package can be worked out considering likely benefit to the State 

in terms of various taxes, user charges etc. Performance of such new industries can be 

monitored separately and the release of incentives can be linked to the revenue earned 

from such industries so that there is no additional financial burden to the State. The need 

of the hour is either implementation of the existing policy or redefining the policy and set 

in place an effective monitoring mechanism so that the intended objectives are met. 
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Information Technology & E-Governance 

Goa is a late entrant to information technology and e-governance. An independent 

Information Technology Department was set up only around the year 2000 for evolving 

suitable IT programme with the basic philosophy to realize the dream of taking the 

benefits of Information and Communication Technology (ICT) to the masses of Goa, 

aiming to create an e-Citizen for all transactions and for all-purpose, towards making Goa 

as the "Intelligent State" of the decade. An Information Technology Council was also set 

up which recommended focused attention in the areas of Infrastructure, E-Governance, 

E-Security, Education, IT Awareness and Incentives/Support to IT Industries. 

Accordingly, in the year 2001-02, Government of Goa decided to initiate IT 

infrastructure projects viz, Hi-tech Habitat, Cyber City/ICE City and IT Resort. It was 

also envisaged setting up of State Wide Area Network linking all the Government 

Departments, District and Taluka Head Quarters for facilitating flow information and e-

governance. The scheme of setting up of Information Kiosks was started on 24 th  October 

2001, under which thirteen information kiosks were setup for the purpose of providing 

various services such as Record of Rights in form I & IV and Learners Driving License. 

The Infotech Council Goa, headed by Dr. R.A. Mashelkar, Director General, CSIR with 

other eminent personalities was set up to advice the Government on IT matters, 

particularly in the areas relating to application of technology in Research and 

Development and development of relevant infrastructure. A task force on Good 

Governance was also set up under the Chairmanship of Minister Information Technology 

to lay down the policy frame for achieving the objectives of Good Governance including 
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e-governance. To carry forward the vision for development of Information Technology 

sector in the State, the InfoTech Corporation of Goa (ITG) was also setup. As per 

Industrial Policy 2003, the mandate of ITG includes development of IT related 

infrastructure; IT enabled services, and implementation of e-governance objectives of the 

Government. The ITG is mandated to act as a single window agency for IT and ITES 

Units for incentives under this policy. A MOU was entered into between the Government 

of Goa and STPI in August 2004, primarily for development of high-speed data 

communication facilities in the State. 

The vision for development of IT in the State was further crystallized through IT policy 

2005. The policy envisaged creation of e-infrastructure comprising broad band 

connectivity, venture capital activities and creation of incubation facilities, setting up 

Special Economic Zone with special emphasis on IT and gems and jewelry. Towards 

achieving e-governance objectives, the policy envisaged providing all Government 

services through e-governance applications within next two years. In this direction the 

policy desired increasing the connectivity to Wide Area Network and making it online 

single window for all Government services and set up citizen service centres under PPP 

model to extend the Mahiti Ghar network. Another important objective envisaged in the 

Policy is development of a multi-application smart card in the nature of a State ID card 

with an aim to cover the entire population within next two to three years. This card is 

expected to carry all necessary information, duly authenticated, such as proof of 

residence, birth certificate, marriage certificate, reserved category status, educational 

qualifications, domicile, social security entitlements, driving license, health card etc. 

Goa University 



158 

Policies and Practices 

The IT policy 2005 further intended to promote Research and Development parks with 

the objective of building the State's technology capacity, technology skills and future 

business start-ups. The policy laid emphasis on promoting e-education towards creating 

a pool of skilled manpower in IT sector including IT education in schools, colleges and 

technical institutions. The policy also envisaged creation of a web portal for as a window 

for tracking and transacting student admissions, performance and certifications as well as 

a means for educational institutes to pool curricula and teaching resources. 

The incentive structure envisaged in the IT policy for promoting investment in this sector 

is as follows. 

(i) Facilitation of entry of major players having investment in IT/ITES industries 

exceeding Rs.50.00 crore or creating employment of more than 1000 in the 

case of IT and 1500 in the case of ITES. 

(ii) Declare IT park as SEZ 

(iii) Employment incentive of Rs.15,000/- per employee per annum up to 

maximum amount of Rs.75.00 lakh per unit for two years. 

(iv) Reimbursement of stamp duty 

(v) Higher FAR for the buildings located in the notified IT park. 

(vi) Rebate in power tariff. 

(vii) Exemption from application of specific Acts. 

(viii) Reimbursement of certification charges. 
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(ix) 	Allocation of land. 

The progress made so far in implementation of the IT policy 2005 is not satisfactory. The 

mile stones set for various initiatives have not been met. There is no progress at all as 

regards providing smart card to the entire population of the State. The setting up Rajeev 

Gandhi IT Habitat at Donapaula has been delayed considerably and the project is in 

limbo at present. Though, the land has been allocated to various parties mostly to the real 

estate developer, there is hardly any response from the IT entrepreneurs for setting up of 

IT shops. The project has also faced opposition from the public mainly from Taleigao 

village. Thus, the project has not come up so far. Other IT projects like IT park at 

Soccoroo too have remained on paper till date. 

Government of Goa has taken up two major projects viz Goa Broad Band Network 

(GBBN) and Integrated Information Infrastructure (I3) project under public private 

partnership format. For both the projects Government of Goa has successfully selected 

private partners for implementation through competitive bidding process. The GBBN 

project envisages creating high-speed optical fibre based network with 10 GB backbone 

connecting the State Head Quarters, District Head Quarters, Taluka Head Quarters and 

Village Panchayats including various Government offices and institutions at different 

levels. The network is to be used for communicating between the G2G, G2B and G2C 

and other Government Departments. The project has done sufficient headway in setting 

up infrastructure and including laying of fibre connectively to some departments and 

village panchayats etc. The network was inaugurated on 27 th  December 2007. But, the 

projects so far has not been successful in achieving its milestones and delayed 
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considerably. It also appears that Government too has not evolved an action plan and 

time frame for effective utilization of the infrastructure. The project has been further 

delayed on account of some dispute between the Government and the private partner. 

However, the dispute has been resolved and the Government has renegotiated the project 

through supplementary agreement with new milestones. Based on the experience so far, 

the project is in need of an effective monitoring mechanism including a high level 

monitoring committee with time frame and accountability for reaching the milestones and 

achieving the project objectives. 

The 13 project envisages setting up of Single Official Portal, Lok Seva Kendra and State 

Data Center. Lok Seva Kendra comprises setting up of integrated citizen service centres 

all over the State including one each in 189 village panchayats. The project envisaged 

providing over 600 services to the citizens online through Citizen Service Centres and 

also through payment gateway. Both GBBN and 13 projects are interlinked. The 

connectively both intranet and internet for 13 project has to come from GBBN. The 

failure of GBBN in achieving its milestone has badly affected the progress of 13 project. 

The 13 project can be successful only if the computerization of government departments 

takes place quickly. The necessary software for providing government services in 

departments through 13 project have to be in place. But, there has been considerable delay 

in computerization of government departments. The two important services to be 

provided through CSCs are payment of electricity bills and water bills which will benefit 

lakhs of consumers. But, both the departments are not ready with their software till date. 

Similar is the case in most of the Departments. Therefore, the 13 project too has not been 

successful so far in achieving its milestones and there is significant time overrun due to 
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delay in GBBN project and also delay in computerization of Government Departments. 

Like GBBN, this also requires effective monitoring with time frame to achieve the 

desired results. 

Although, the Government has prioritized the departments for computerization there has 

been considerable delay in finalizing the application software and rolling the services to 

the public on e-platform. There is no high level monitoring mechanism in place to ensure 

that computerization takes place in a time bound manner. Thus, there has been huge time 

overrun leading to significant delay in implementation of e-governance plan. There is no 

much progress in implementation of incentive structure envisaged in the IT policy 2005. 

Goa has received awards in IT sector like the Best E-Governed State in the entire 

Western Region by Dataquest and the Best Progressive e-Governed State along with 

Jharkand by CSI Nehilent Award Ceremony on 1 st  December 2007. But, Government has 

not been able to translate its plans into reality successfully. Though there have been 

isolated achievements, the sector is yet to take off and the State is yet reap the benefit of 

IT both in public and private sector. So far not a singly IT giant is located in Goa. Except 

few IT related industrial units set up in the Verna Industrial Estate and Sales/Service 

business offices spread across the State there is no rush for setting up of IT units in the 

State so far. Like, Pharmaceutical industry, Goa has the potential to become an IT hub as 

it is an environment friendly and highly value added industry having employment 

generation potential as per present needs. Probably, at present there may not be sufficient 

qualified manpower, but additional manpower could be created with proper planning. 

The lesson is that only a policy on paper is not sufficient but there is a need to have 
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proper mechanism, direction and supervision to translate the objectives into reality in a 

time bound manner. 

Agriculture and Allied Activities 

The contribution of primary sector (excluding mining) to the State income has declined 

from 22.6% in 1960 to 9.5% in 2005-06. During the Tenth Five Year Plan period i.e. 

2002-03 to 2005-06, the primary sector (excluding mining) has grown at an annual 

compound growth rate of 5.5% only. The workforce in agriculture and allied sector has 

declined from 60% in 1960 to 16% in 2001. As agriculture and allied activity has become 

economically less viable in relative terms in comparison with tourism and other activities, 

there is shift in the occupational pattern from agriculture to non-agriculture. There are 

reports that people prefer to keep their land fallow to convert their use for non-

agricultural purposes for economic gains. Fragmentation of land too is a reason for 

declining agriculture activities. As more than 80% land holding being less than 1 hectare 

and labour being very costly, there are reports that people are not interested in agriculture 

as it is unviable. 

Goa is known for horticulture products like mangoes and cashews. These products have 

tremendous demand in the market including in tourism industries. But, there is no time 

bound action plan in place to improve the production of these two products. During the 

Tenth Plan period (2002-07) the production of Cashew was 24380 MT as against the 

target of 26000. Similarly, in case of Mango as against the target of 20000 MT the 

achievement was 19280 MT. There was hardly any increase in the production of 

Cashew, Mango, Coconut and Vegetables during the Tenth Five Year Plan period. From 
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2002-03 to 2006-07, the production of mango has increased from 17532 tonne to 19280 

tonne and the increase observed in cashewnut production was from 23109 tonne to 24380 

tonne. Similarly the increase in production of coconut was from 122 million nuts to 126 

million nuts and that of vegetables was 70467 tonne to 84290 tonne. There are no major 

efforts being made for rejuvenation of plantations and planting of high yielding variety 

seeds to increase the production. Similarly, the needs in terms of vegetables, flowers etc 

are being met from neighbouring States as there is inadequate local production. Presently, 

only about 8000 hectare area is under vegetables production. Therefore, when there is 

ready market for produce, there is no reason why Goa cannot go in for high value added 

agriculture and horticulture crops. If land fragmentation is the reason then efforts must be 

made to pool the land and encourage cooperative farming. Unless newer ideas and 

management practices are introduced the State is not likely to make any headway in 

agriculture development. 

The only sugar factory in the State is running in heavy loss due to non-availability of 

adequate cane for crushing and also poor quality cane. It is reported that not even 50% of 

the cane required by the factory is produced locally. Moreover, the recovery rate of sugar 

in the local cane is only about 8% to 8.5% while the best quality canes from neigbouring 

States yield a recovery of over 14%. The objective has to be to increase the area under 

sugar cane and cultivate high yielding sugarcane. The cultivation practice itself needs 

improvement to increase the yield for which the farmers are to be given appropriate 

training, exposure and support. 
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There is tremendous scope for Animal Husbandry in the economy of Goa. There is ready 

market for milk and its products, eggs, meat, poultry etc. But, the State has not become 

self sustainable in production of these items. More than half of milk need is met from 

outside the State. The Goa State Cooperative Milk Producers Union Ltd., (GSCMPUL) 

which is collecting and selling milk in the name of "Goa Dairy" is procuring over half of 

its requirement from outside the State. This is evident from the table 7.6. It may be seen 

from the table that the share of milk procured within the State by the GSCMPUL had 

declined from 45.8% in 1995-96 to 34.4% in 1999-2000, which then gradually increased 

to 54.6% in 2005-06. The Government of Goa introduced a new scheme viz. Kamdhenu 

in the year 2003-04 to increase milk production. The increase in milk procured by the 

GSCMPUL in the year 2004-05 and 2005-06 within the State indicates that there was 

increase in milk production in the State during initial years of implementation of the 

scheme (Graph 7.2). However, there was no significant growth in total milk procured by 

the GSCMPUL for many years, which indicates that increasing demand for milk in the 

State is being met by other brands of milk coming from outside Goa. However, it 

appears the implementation of Kamdhenu scheme could not keep its tempo as it is 

evident that as against the Tenth Plan target of covering 1500 farmers under the scheme 

the achievement was only about 50%. Similarly, as against the target of assisting 

purchase of 4000 animals the achievement was only nearly 50%. 
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Table 7.6: Milk procured by the Goa State Milk Union Ltd. 

Sl. No. Year Milk procured (lakh litre) 

Within the site Outside the State Total 

1 1995-96 81.60 96.34 177.94 

2 1996-97 80.26 141.10 221.36 

3 1997-98 87.54 175.49 263.03 

4 1998-99 98.12 178.09 276.21 

5 1999-2000 100.73 191.82 292.55 

6 2000-01 115.65 191.05 306.70 

7 2001-02 139.55 175.46 315.01 

8 2002-03 146.46 174.46 320.92 

9 2003-04 156.19 178.75 334.94 

10 2004-05 181.29 160.82 342.11 

11 2005-06 184.25 152.79 337.04 

The demand for eggs, meat and poultry is also being met from other States. Though, there 

are many schemes being implemented by the Animal Husbandry Department, the State 

has been not been able to reduce its dependency on neighbouring States. That means, the 

schemes being implemented are not adequate enough to increase the production locally. 

Covering few farmers by giving subsidy is not sufficient to increase the production. For 

instance, for development of Poultry, during the period 2002-06, only 28 new units have 

been given financial assistance and similarly for piggery development assistance has been 

provided to set up only 12 new units. As mentioned above, if the State has to attain self 

sufficiency in milk production then the assistance has to be extended in a big way. To 

increase the production many bigger units are need to be setup. Government may have to 
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evolve the scheme in such a way that at least for the first few years such units are to be 

supported in a big way even with productivity linked subsidy concept. Government may 

also consider inviting private entrepreneurs under public private partnership model by 

extending viability gap funding wherever necessary. There is a need to evolve new 

models and concepts to attract higher level of private investment in this sector by 

appropriately linking it to Government support. 

Fishery is a natural occupation in Goa due to 105 kms of coast and 256 kms of inland 

water ways. The State has basic infrastructure in terms of jetties, landing centers, net 

mending sheds etc. The State has a fleet of 1152 mechanized vessels and 1500 country 

crafts and canoes with outboard motors engaged in fishing activity. The details of fish 

catch and export of marine products from the year 2000 to 2006 may be seen from table 
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7.7. Although the fish catch statistics indicate increasing trend from the year 2000, it had 

declined in the year 2002 and 2006. The export has been erratic and not shown any 

significant growth. Ground reality indicates that the fish catch in the State is not 

sufficient to cater to the demand in the State and lot of fish comes from the neighbouring 

States. 

Table 7.7: Fish Catch and Export 

S1.No. Year Fish Catch (tonne) Export of marine 
products (tonne) 

1 2000 68113 10732 

2 2001 73135 7714 

3 2002 71247 15594 

4 2003 88039 10288 

5 2004 94328 8856 

6 2005 107287 11001 

7 2006 102546 8472 

Major schemes being run by the department are like creation of infrastructure like jetties, 

landing centers, sheds etc., providing fishery requisites to the fishermen, some welfare 

schemes like insurance scheme, reimbursement of VAT on Diesel etc. These schemes are 

being implemented in a routine manner for the last many years. The Tenth Five Year Plan 

had envisaged evolving new policy on Fisheries for sustainable development and 

professional management of resources. The Department had also engaged the NIO and 

Fisheries Survey of India to undertake a joint study for assessment and revalidation of 

demarsal fisheries resources. But, till date no clear cut policy for the development of this 
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sector is in place. The Tenth Plan had also envisaged setting up of an exclusive fish 

processing industrial estate in the State. Even after many years the Department has not 

even acquired land for the purpose. 

The State has about 4000 Ha. of marshy, khazan lands which can be used for prawn 

farming. There is ample scope for development of eco-friendly prawn farms within the 

provision of Brackish Water Fish Farming Regulation Act 1991 and Rules 1994 and the 

guidelines for sustainable development and management of aquaculture issued by the 

Aquaculture Authority of India in 1998. The Prawn Seed Hatchery at Benaulim under 

BFDA has also not made any significant progress on development of prawn farming in 

the State. There is also a proposal for setting up a diagnostic laboratory in collaboration 

with ICAR/NIO. The State also has a about 3300 ha water spread area of fresh water 

bodies covering the Salaulim and Anjunem reservoirs. In addition, smaller water bodies 

are also available in several irrigation bhandaras and lakes. All these fresh water bodies 

can be evolved to popularize major carp culture. There is also a proposal to establish a 

pilot fresh water fish farm to impart training and demonstration entrepreneurs. 

But, this sector is functioning in business as usual scenario and no major efforts are seen 

on the part of Government to bring in significant change in this sector. Only the existing 

schemes are implemented and all important proposals mentioned above mostly remained 

on paper. This sector has tremendous potential to grow and bring economic prosperity in 

the State. But, there are no innovations and or any policy direction with a vision and goal 

for development of this sector. 
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Tourism 

Tourism may be considered as the backbone of State's economy. Goa is a well known 

tourist destination all over the world. Goa is fortunate enough to be endowed with natural 

beauty in terms of lovely beaches, inland water ways, Western Ghats, etc. Besides, it has 

famous churches, temples, heritage structures, art, culture etc which have added to the 

tourism value. The private sector has taken the lead in developing the tourist 

infrastructure. As on 31 st  March 2008 the number of boarding and lodging houses in the 

States was 2444 and the number of beds available was 41,031. The State receives over 

2.5 million tourists every year, of which about 0.3 million are foreign tourist. The tourist 

arrival in the State from 1991 to 2007 may be seen from table 7.8 (Graph 7.3). It is 

evident the tourist arrival has increase by 208% during the period 1991 to 2007. During 

the same period the arrival of foreign tourist has increased tremendously registering a 

growth of 408%. The growth in foreign tourist arrivals is also visible in the increase in 

number of charter flights to Goa from 41 in 1990-91 to 720 in 2006-07. The foreign 

tourists are mostly charter tourists from different countries like U.K. Germany, Finland, 

Switzerland etc. 
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Table 7.8: Tourist Arrivals 

SL -Nlo. Year No. of tourist arrivals 

Domestic Foreign Total 

1 1991 756786 78281 835067 

2 1992 774568 121442 896010 

3 1993 798576 170658 969234 

4 1994 849404 210191 1059595 

5 1995 878487 229218 1107705 

6 1996 888914 237216 1126130 

7 1997 928925 261673 1190598 

8 1998 953212 275047 1228259 

9 1999 960804 291709 1268513 

10 2000 976804 291709 1268513 

11 2001 1120242 260071 1380313 

12 2002 1325296 271645 1596941 

13 2003 1725140 314357 2039497 

14 2004 2085729 363230 2448959 

15 2005 1965343 336803 2302146 

16 2006 2098654 380414 2479068 

17 2007 2172497 397377 2569874 

Tourism in Goa has almost remained monotonous without any major efforts to add value 

it. The government had prepared a Tourism Master Plan 2011 for creation of new vistas 

of Tourism and infrastructure development. The objectives envisaged in the Master Plan 

2011 are trigger higher economic growth through tourism industry along with balancing 
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sustained socio-cultural and physical environment, supplement beach tourism with 

hinterland tourism, attract tourists in the monsoon i.e. lean season, encourage private 

entrepreneurs to develop new avenues of tourism such as adventure tourism, heritage 

tourism, business tourism health tourism etc and identify infrastructure and other 

development needs. The Master Plan had projected an investment of Rs. 5724 crores in 

terms of integrated infrastructure development and mega tourism projects to be 

implemented by 2021 including private sector investment of Rs.659.00 crore. However, 

the Master Plan mostly remained on paper without any implementation strategy. There 

should have been an action agenda for implementation of Master Plan in a time bound 

manner, but is not in place till date. It has been repeatedly mentioned in the Annual Plan 

every that the Department's priority is to diversify from beach tourism to other forms of 

tourism like hinterland tourism, heritage tourism, village tourism, medical tourism, eco 

tourism etc. Though, there are some half hearted efforts visible in this regard as can be 

seen from the Annual Plan and Economic Survey documents, there is no specific well 

thought action agenda in place for implementation. Without a vision and an action plan 

comprising clear mile stones and time frame, this sector is not likely to gain strength in 

the economy. Tourism has tremendous potential to grow and Goa can be made a most 

attractive and beautiful destination in the world. This requires a vision, direction and an 

action plan which is presently missing. 
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Mining 

Mining is a major economic activity in the State of Goa. Iron ore is the major mineral 

extracted in the State. Iron ore produced within the State as well as outside the State is 

transported to various countries through Mormugao major port. Iron ore exported from 

Goa from 1998-99 to 2006-07 is given in table 7.9. 

Iron ore export from Goa is significant as it account for nearly 50% of total iron exported 

from India. It is evident from the table that during the period 1998-99 to 2006-07 in terms 

of quantity the export from the Mormugao port has been more than doubled and in terms 

of value it has increased by more than 5 times (Graph 7.4). Inspite of such a significant 

increase in mining activity the contribution of mining to the State income has declined 

from 17.9% in 1960 to 4.2% in 2005-06. 
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Table 7.9: Iron ore export from Mormugao Port 

SI.No. Year Quantity 
(in million tonnes) 

Value 
(Rs. in crore) 

1 1998-99 15.31 867.72 

2 1999-2000 14.21 721.18 

3 2000-01 14.99 844.68 

4 2001-02 15.75 941.56 

5 2002-03 19.54 1079.05 

6 2003-04 23.34 1622.42 

7 2004-05 24.46 2792.58 

8 2005-06 27.03 3422.67 

9 2006-07 33.49 4591.81 

The mining activity has generated multiplier effect in the economy and generated 

employment opportunities to thousands of people. In addition to creating foreign 

exchange earning to the country, this activity has brought economic prosperity in the 

State. On the other hand this activity has created environmental degradation in terms of 

damage to roads, degradation of agriculture fields, air pollution, water contamination, 

river pollution, health problems in the population etc. The Government of Goa had 

commissioned a study to the TERI, New Delhi, which had prepared an Area Wide 

Quality Management Plan for the mining belt of Goa in the year 1997. This plan had 

estimated a requirement of about Rs.250.00 crore for restoration of environmental 

degradation. Though, there is no estimate in terms of present value and also further 
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environmental degradation, the requirement funds as of now may not be less than 

Rs.750.00 crore. The plan had also suggested levying a certain cess on iron ore 

production for funding the environmental restoration plan. Though, Government had set 

up a committee to go into the recommendations made in the AEQM plan, the same have 

not been implemented till date. It is reported that as mining activity is covered under the 

Central Act, State has no powers to levy cess on iron ore production. This being a various 

serious and important issue in public interest, there should have been serious efforts for 

implementation of recommendations made by the TERI in its AEQM plan. If not cess, 

other options of generating resources for the purpose should have been explored. 

For improvement of infrastructure in rural areas, there is a provision in the Goa Rural 

Improvement and Welfare Cess Act, 2000 Act to levy infrastructure cess on 

transportation of various minerals like iron ore, manganese, sand etc. Though, the Act 

Goa University 



175 

Policies and Practices 

came into being in the year 2000 there were not efforts made to collect cess. It was only 

in the year 2006, Government started collecting Rs.5/- per tonne on transportation of ore 

coming from outside the State. Though, there was a provision to collect Rs.2/- for 

transportation of iron ore and various other items within the State no efforts were made to 

collect the same. However, in the Budget Speech 2008-09, it was decided to increase the 

cess on transportation of iron ore from outside the State from Rs.5/- to 50/- per tonne and 

also that of within the State was increased from Rs.2/- tonne to Rs.20/- per tonne. The 

cess on transportation of other items like sand etc was also proposed. Though, 

Government issued necessary notification in this regard, as per reports available 

Government has not collected the cess on transportation of iron ore within the State. This 

can become a major source of revenue collection to the State. Therefore, there has to be a 

full proof mechanism to be put in place for revenue collection. The revenue so collected 

may be set aside as a separate fund for improvement of infrastructure in the mining belt 

of the State. If this is done, Government will be in a position to take various 

environmental upgradation measures in the mining areas. 

Infrastructure 

Government of Goa has neither spelt out any policy nor has any legislation to govern 

infrastructure development in the State. Most of the infrastructure works related to roads, 

bridges, water supply, sewerage & sanitation, buildings and general housing are executed 

by the Public Works Department. The infrastructure development works in energy sector 

are executed by the Electricity Department. The works related to major and medium 

Goa University 



176 

Policies and Practices 

irrigation, minor irrigation, command area development, anti-sea erosion and flood 

control are executed by the Water Resources Department. Infrastructure Development 

works of other departments is mostly executed by the PWD by drawing funds from the 

respective departments. Government has also set up a Goa State Infrastructure 

Development Corporation (GSIDC) to take up infrastructure development works. There 

is overlapping of objectives as regards infrastructure development by the PWD and the 

GSIDC. There is no clear cut demarcation as regards works to be taken up the by the 

PWD and GSIDC. The works being implemented by the GSIDC like construction of 

roads, bridges, new buildings, and repair of old buildings etc are same which could be 

executed by the PWD. Therefore, there is no clarity on the mandate of GSIDC as regards 

infrastructure development which is the domain of PWD. The only advantage of GSIDC 

is that being a Corporation it can borrow funds for execution of works with government 

guarantee and repay it within a period of 5 to 7 years through budgetary provision. This 

will make available additional funds for infrastructure development. But, this becomes 

off budget borrowing, which otherwise would have become added to the fiscal deficit of 

the State. Thus, this off budget borrowing is helping the State in showing fiscal deficit 

lower than the actual deficit. This is nothing but manipulation of procedure to show better 

fiscal indicators. 

Therefore, there is a need to define the role and mandate of GSIDC having no overlap 

with PWD. For instance, Government may make a policy that all the works costing say 

Rs.5.00 crore and above must be executed through GSIDC. This means, the works below 

say Rs.5.00 crore will be implemented through PWD. Instead of off budget borrowing, 

Government may make necessary budget provision for GSIDC within the borrowing 
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programme as per the scheme of financing the plan. However, the GSIDC may be 

allowed to take loan for those projects wherein it can generate revenue to service the debt 

without seeking any budgetary support. The mandate of implementing the infrastructure 

development through Public Private Partnership format may also be entrusted to the 

GSIDC, which is presently being guided by a small cell in the Secretariat. 

There is another Corporation for development of Sewerage infrastructure in the State. 

Government of Goa had earlier decided to wind up this Corporation but again during 

2008-09 decided to revive the same may be for political considerations. The Sewerage 

Infrastructure could very well be executed by a division in the PWD. Creating more 

Corporations may only add to the establishment cost in terms of creation of posts etc. It is 

important to note that the Sewerage infrastructure development corporation since its 

inception has only paid salary to its staff without creating any infrastructure in the State. 

In the absence of any clear cut policy, such institutions remain on paper without any 

results on the ground. 

In addition, development works are also executed by the Zilla Panchayats, Municipalities 

and Village Panchayats. Unfortunately, there is no clear demarcation of jurisdiction as 

regards execution of works by different agencies viz PWD, GSIDC, ZPs and Village 

Panchayats. In the absence of clear jurisdiction there are possibilities that different 

agencies may claim expenditure for the same work. Overlapping mandate leads to 

corruption and conflict of interest. There is an urgent need to define clear non-

overlapping jurisdiction to each of the agencies in execution of different works and 

allocation of funds has to be made accordingly. For instance, if repair or maintenance of 
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rural roads is the role of Panchayats then other agencies like PWD, GSIDC should not 

have this mandate. Probably, say construction of new rural roads may be the mandate of 

PWD. Like this there is a need to clearly define the role and jurisdictions of each agency 

so as to ensure accountability, transparency and speedy implementation of works. 

The most important lacuna in the existing system is huge cost and time over run in 

execution of works. For instance the Tillari Irrigation Project which was envisaged in 

1980s with an estimated cost of Rs.48.00 crore is not even half way through. The project 

was cleared by the Technical Advisory Committee of the Planning Commission in the 

year 1990 for an amount of Rs.217.22 crore. The State has already spent more than 

Rs.600.00 crore on the project and the present estimated cost of the project including the 

share of Government of Maharashtra is more than Rs.1200.00 crore. Similarly, the 

Salauli Irrigation Project which is almost complete now with a total expenditure of more 

than Rs.200.00 crore was also started in the year 1971 with an estimate cost of 

Rs.9.61crore. Similar is the situation in most of the projects implemented by the PWD. 

Very few projects get completed within the scheduled time limit and estimated cost. In 

most of the cases there is always cost and time overrun. An important reason for this is 

that the Government takes up more number of works than availability of funds at its 

disposal. Many a time works costing 3 to 4 times the budget provision are sanctioned. 

All the works are taken up by allocating inadequate funds for each work. This leads to 

delay in execution of works and also cost of work increases. There is also no system in 

place regarding release of funds for these works. The policy should be that funds should 

be released for the works completed first so that backlog does not remain. But, there is no 
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such policy followed mainly in PWD, where many a time bills of completed works are 

kept pending but running bills of ongoing works are cleared. 

The tendering process too has been vitiated. Manipulation in the tendering process is 

managed in such a way that the corrupt practices are systemized. Although, for a 

particular work many contractors may purchase tender document, only one or two 

contractors put their tender. Cartelization takes place in such a way that different 

contractors quote for different works and the bid of amount of each other is known to 

them in advance. Therefore, the bids mostly remain high or within the range of 

acceptability. If totally transparent bidding approach is followed there is scope for 

competitive bidding, which may result in best bid for the project. Honest and non-corrupt 

people within the system reveal that the chain of corruption in the system takes its share 

which gets compromised in terms of quality of work, cushion available in the bid amount 

and variations in scope of work within the discretionary powers of executing 

officers/agency. The situation has reached a stage which conform to the famous saying 

that "if the fence is eating the crop, who will look after the crop". This situation is not 

necessarily Goa specific and it is said that the situation is same all over the country. If 

this trend is continued, and for the time being it appears that it will continue, then 

significant portion of public finances will get consumed by way of corruption which will 

have major impact on the socio-economic development of the State. 

As the demand for resources being more and the supply being less it is necessary on the 

part of the Government to prioritize its projects based on its development vision. Projects 

that give benefit to a large number of people must get priority. Construction of roads, 
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bridges, schools, hospitals, irrigation works, electricity infrastructure, housing for the 

poor etc should obviously get priority. Allocation of resources among different sectors 

has to be done based on priority. But, at present no such system exists and projects are 

taken based on felt needs of the politicians. Many a time important projects does not get 

required allocation but allocations are made for non-priority areas. The system lacks 

allocation efficiency so as to derive maximum returns from public spending. While on the 

one hand Government spends crores of rupees for advertisements on electronic media 

like BBC, CNN etc and also participation in various tourism trade fairs and exhibition, on 

the other hand there is no sufficient financial allocation for medicines in hospitals, 

construction of school buildings, anganwadi centres, houses for the poor etc. There are 

many schools still running from rented or private premises or functioning from 

dilapidated structures but they don't get priority in allocation of resources. But, 

Government makes financial provision for construction of Ravindra Bhavan in every 

taluka by spending more than Rs.20.00 crore each. The question is whether the priority is 

to have a very good hospital in each taluka with sufficient infrastructure or to have a 

Ravindra Bhavan?. While every project including Ravindra Bhavan can be argued as 

important, the need for Ravindra Bhavan in every taluka and its utilization may have to 

be spelt out and justified first before spending crores of rupees on such projects. 

Though, Goa has received accolades for its progress and being considered as No.1 State 

in the Country, the development standards in many areas are nowhere near to the 

developed country standards. For instance, even today, the entire State lacks a good 

sewerage network. Except Panaji, part of Vasco and Margao, none of the cities are 

having sewerage network. The entire State is dependent on soak pit sanitation which is 
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contaminating the ground water. The Tenth Five Year Plan 2002-07 had envisaged 

providing state of the art sewerage network in all 44 cities and towns, but not a single city 

or town has been covered so far. Similarly, there has been talk on providing 24x7 water 

supply right from the Ninth Five Year Plan but, till date this has remained on paper and 

the leakage of water has increased considerably as the pipe network has been corroded. 

Government has been trying to get external assistance from Japan for sewerage and water 

supply projects for the last 4-5 years but not even one project has received assistance so 

far. While the Government spends crores of rupees for various purposes, sewerage has 

not received priority till date. Similar is the case with solid waste management. Due to 

NIMBY (not in my backyard) syndrome there is resistance all over Goa for setting up of 

solid waste management plants. Failure of an attempt for setting up of a Sewerage 

Treatment Plan at Sonsoddo has further aggravated the situation. If this problem is not 

solved on priority it can become a major threat to the environment. 

In order to accelerate the pace of infrastructure development the new concept being 

promoted by the Government of India is to implement infrastructure projects under public 

private partnership (PPP) format. The projects having economic viability can very well 

be promoted under PPP format as such projects can generate revenue to the private sector 

to recover its investment. Under this format as the project get transferred to the 

Government at the end of concession period, the ownership of the project remains with 

the Government. This enables the Government not only to accelerate the pace of 

infrastructure but also can leverage its resource availability to other projects. Even for 

economically less viable projects, Government of India has evolved a viability gap 

funding scheme for providing grants to the extent of 40% of the cost of the project 
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comprising 20% from Government of India and 20% from State Government. 

Government of Goa is yet to make much heady way in implementation of projects under 

PPP format. The State Government has selected a developer for construction of a world 

class convention centre under PPP format but the project has not seen the light of the day 

as the matter is under litigation on the land proposed for the project. The two IT projects 

viz. GBBN and 13 too have been delayed considerably and the desired milestones have 

not been achieved so far. Although, there are many other projects like setting up of cruise 

terminal, marina, oceanarium etc have been identified for implementation under PPP 

format there is hardly any progress so far. While many States have done significant 

progress in implementation of project under PPP format, like Information Technology 

sector Goa is lagging behind. 

Another important issue in implementation of infrastructure projects is quality of work. 

There are reports that expenditure is incurred on the same infrastructure again and again 

in the name of maintenance. Many a time new infrastructure created get deteriorated very 

fast for which there is no accountability both to the engineers in the department who 

supervised the work and also to the contractor who executed the work. Therefore, 

accountability in terms of quality and its life must be ensured in infrastructure 

development. 

Therefore, there is an urgent need for the State to have an infrastructure policy and if 

necessary an Infrastructure Act, which should address various issues mentioned above. 

Goa University 



183 

Policies and Practices 

Education, Health and Social Welfare 

As per 2001 population census Goa with a literacy of 82.01% is ranked 4 th  in the country. 

The State has almost achieved universalization of education. As on 31-3-2008 there were 

1255 primary schools, 442 middle schools, 376 secondary schools, 81 higher secondary 

schools, 25 colleges for General Education including Goa University and 20 professional 

institutions in the State. The enrollment at primary level is not increasing mainly due to 

the fact the State has achieved the level of replacement in population control more than a 

decade ago. It is pertinent to note that the enrollment at primary level has declined from 

1,14,915 in the year 1987-88 to 98651 in 2007-08. The number of students is also 

decreasing and the teacher to student ratio at different levels is about 1:20. 

While the State has succeeded in creating a pool of literate population, but, that has not 

translated into a pool of qualified and skilled human resources. Simple literacy in terms 

of read and write is not sufficient to prosper a person in one's life. Now there is a need to 

look beyond literacy and education system has to translate a child into a knowledge 

worker. But, there are no attempts being made in this direction. There are various issues 

that need to be addressed. The most of important issue is quality of education both in 

terms of curriculum as well as quality of teachers at all levels. Though, the State has 

adopted the NCERT syllabus, the same is not being taught to its full extent. Adoption 

alone is not sufficient. If the teachers are not competent enough to teach the subject and if 

the entire subject is not taught with appropriate teaching methods it will not help. The 

Government of Karnataka has a Quality Assessment Organization for assessing the 
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quality of teaching as well as ability of students on continuing basis. But, Government of 

Goa does not have an effective quality assessment system in place so far. 

Another important problem in the education system of Goa is huge drop out of student. 

The drop rate from I to X has declined from 56.44% in 1988-89 to 39.86% in the year 

2006-07 which is still a very high figure. That means, only about 60% of students are 

able to continue education beyond secondary level.. What they do after that?. They are 

neither qualified nor skilled to get employment. It is also pertinent to note that more than 

50% of the job seekers registered on the Employment Exchange are with qualification 

matriculate and below. There is an urgent need to make a comprehensive study of this 

phenomenon and take steps to arrest this trend. Even if there are dropouts, there is a need 

to evolve a mechanism to track such students and provide them with skills for 

employment or self employment. Spending money by the Government on this will be an 

asset as the youth will not fall pray for wrong activities. This will also increase the 

productivity of human resources in the economy. 

Presently, primary education is mostly in Government sector. During the year 2005-06 

there were 1229 primary schools in the State of which 951 where Government primary 

schools. It is pertinent to note that the number of unaided primary schools in the private 

sector has increased from 41 in 1998-99 to 71 in the year 2005-06. On the other hand the 

total number of primary schools in the State has declined from 1285 in the year 1998-99 

to 1229 in the year 2005-06. It is said that the quality of education in government schools 

is not that good enough to build a strong foundation for children. Mostly poor and lower 

middle class parents send their children to Government schools. There is a need to 
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encourage the private sector to set up model schools with quality standards so as to 

improve the standard of primary education. The current trend clearly indicates that people 

are ready to pay huge monthly fees for pre-primary and primary education in the interest 

of providing best education. Even the middle class and lower middle class families are 

preferring private schools with fees than free education in government schools. But, 

unfortunately, even many of such private schools in Goa too do not have qualified and 

trained teachers. Therefore, while there is a need to encourage private sector in primary 

education it is necessary to ensure that quality of education, trained teachers and teaching 

methods are also of highest standard. Over a period of time, the same primary schools, 

wherever feasible, can be permitted to start middle, secondary and higher secondary 

schools so that continuity in quality education remains. Even if Government schools may 

have to be run with fewer students or some schools may have to be merged, it may be 

worth doing in the interest of education system in the State. 

Government of Goa has been implementing an infrastructure development scheme for 

aided schools and colleges by providing 50% grant and 50% interest free loan repayable 

over a long period of time. Thus, infrastructure in educational institutions is getting 

improved. However, there is no such plan for improvement of infrastructure in 

Government educational institutions. There are many schools having no water supply, 

electricity and toilet facilities. There are schools running from rented premises or 

dilapidated buildings. Therefore, it is necessary to ensure that all the educational 

institutions are upgraded with high quality infrastructure including library, laboratories, 

play ground etc. 
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More opportunities of higher and technical education are to be created to provide wider 

options for students in pursuing their education. There is a need to create institutions of 

highest standard so as to produce knowledge workers. However, it may be practically not 

possible to evolve human resources as per the needs of the economy of a small 

geographically area like Goa. To some extent industries needs may be met by evolving 

tailor made courses but there cannot be a perfect match between supply and demand 

within a small geographical area. Education and employment should not have the 

limitation of geographical boundaries. But, there must be sufficient opportunities for 

students for pursing higher and technical education as per the trend world over so that 

they get ability and abundant scope to compete globally. 

But, as of now it appears there is no clarity on the development priorities in the State. The 

Central University Status for Goa University offered by the Government of India is not 

being accepted for various reasons of which one reason being huge tract of land that will 

get transferred to Government of India. There are no efforts being made to make Goa into 

a medical and educational hub which will help students from Goa as well as from other 

States. The BITS Pilani, Goa Centre established few years ago is a private initiative 

without any backing by the Government. Many years ago, Government had planned 

setting up of an International Institute of Information Technology and Management 

(IIIM) but it has remained on paper. But, on the other hand Casino's both offshore and 

onshore are being promoted giving opportunity for our youth to go for gambling and 

other undesirable activities. Goa with a population of about 15 lath has over 7000 bar 

licenses and revenue collection from excise duty is only about Rs.80.00 crore annually. 

On the other hand Delhi with a population of nearly 150 lath has about 500 licenses and 
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revenue collected from excise duty is over Rs.1000.00 crore. In Goa almost every third or 

fourth shop is a liquor shop. The GMC statistics indicates that the State has very high 

morbidity and mortality on account of alcoholism. Even in Government Departments an 

important reason for death of employees while in service is alcoholism. Even in market 

places one can see young widows trying to earn livelihood. The Dayanand Social 

Security Scheme has covered over 10000 widows, which is a significant number. In spite 

of all these negative externalities, there is no ban on issuing of liquor licenses and the 

number is increasing day by day. 

Goa has excellent health indicators like Birth Rate, Death Rate, Infant Mortality Rate, 

Maternal Mortality Rate etc. Population coverage by the health institutions, doctor to 

population ratio etc are not only much above the norms but also the best in the country. 

The State has created a very good network of health institutions like sub centres, primary 

health centres, urban health centres, community health centres etc covering the entire 

State. The State has two district hospitals and one State hospital viz Goa Medical College 

and Hospital. There are other premier institutions like Goa Dental College and Hospital, 

Institute of Psychiatry and Human Behaviour, Goa Pharmacy College etc. The State also 

has a very good network of health institutions in the private sector. Thus, now the State 

has to aim at attaining the quality of highest standards in terms of infrastructure, facilities 

and service delivery mechanism in all the health institutions in the State. The entire 

health work in the State has to be aimed at state-of-the-art, modern and technologically 

advanced. The State also lacks facilities for super specialty services mainly in public 

sector. There is only one super specialty hospital in the private sector, which does not 

have facilities for all kinds of diseases. 
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The State spends about Rs.10-15 crore every year under mediclaim scheme by 

reimbursing the expenditure incurred on super specialty treatment by the citizens of Goa 

with certain limit on income as well as admissibility. The number of beneficiaries 

covered under this scheme is about 1500 every year. Government can very well consider 

setting up of super specialty hospital either in the public sector or under Public Private 

Partnership format so that patients need not go to other States for treatment and claim 

reimbursement under mediclaim scheme. With this Government can save money under 

mediclaim scheme and patients can save their money on transportation, accommodation 

etc as they need not travel to other States for treatment. There was another scheme 

contemplated by the Government viz Universal Health Insurance Scheme to cover the 

entire population of the State. The scheme has been under formulation and discussion for 

the last 5 to 6 years but has not seen the light of the day till date. 

While on the one hand the general health indicators are impressive on the other hand 

there are concerns on increasing problems of AIDs, Malaria, health problems, cancer, and 

kidney related problems etc. This is clearly evident from the fact that the number of HIV 

+ve cases has increased from 3 in the year 1987 to 1029 in the year 2007. Similarly, the 

number of AIDs deaths has increased from 15 in the year 2001 to 109 in the year 2007. In 

spite of being a high income State there are reports of serious mal-nutrition problems 

mainly among children. There are reports on consumption of drugs by the youth which is 

adding to the health problems in the State. If the State has to remain healthy the focus 

has to be on preventive action rather than curative actions. In case the problem of solid 

waste management and sewerage is not solved on war footing Goa may have to face an 

epidemic in the years to come. There is an urgent need to take action on the pollution 
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being created by the mining activity including its transportation, which may include 

immediate implementation of AEQM plan prepared by TERI. There is a need to imbibe 

health education, environment protection and moral values among students by making it 

a part of curriculum. 

Government of Goa spends over 40% of its plan outlay on Social Services sector. More 

than Rs.120.00 crore per annum is spent only on Dayanand Social Security Scheme for 

giving monthly financial assistance of Rs.1000/- to senior citizens, widows and 

differently abled persons. About one lakh beneficiaries are covered under the scheme. 

But, the CAG in its report for the period ending 31-3-2008 has adversely commented on 

implementation of the scheme as it covered unintended beneficiaries. Under the Cyberage 

Scheme (presently known as Edunet scheme) Government has provided computer with 

peripherals to the students of 11 th  Standard and also in colleges and professional 

institutions at their residences free of cost. So far Government has districted over one 

lakh computers over 5 years. But, there is no curriculum linked to providing computers to 

the students. There is no study done on the benefits accrued from the scheme to the 

students. Most of the time computers are given to the students very late or at the fag end 

of academic year. As there is no curriculum linked to the scheme, there is no mechanism 

to find out purpose for which the computers are being used by the students. 

The Planning Commission, Government of India guidelines envisages earmarking of 

12% of Annual Plan outlay for Tribal Sub Plan and 2% for Special Component Plan. Goa 

being a small State can have complete details of scheduled caste and scheduled tribes so 

to evolve appropriate plans for development. But, there is no such data base available as 
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of now. Thus, there is no clarity on the actual needs of Scheduled Caste and Scheduled 

Tribe families so as to make plans and earmark funds for their development. As of now, 

Government of Goa has not been able to adhere to the earmarking target of 12% and 2% 

to STs and SCs. 

Thus, the moot question is whether the State has right development priorities and 

resources allocation efficiency in its policies and practice, which as of now appears 

distorted. 

Fiscal Responsibility and Budget Management Act 2006 

Government of Goa has enacted Fiscal Responsibility and Budget Management Act 2006 

(Goa Act 12 of 2006), which in its preamble states that "it shall be the responsibility of 

the State Government to ensure fiscal stability and sustainability through progressive 

elimination of revenue deficit and planned reduction of fiscal deficit and prudent and 

sustainable debt management consistent with fiscal stability through limits on State 

Government's borrowings, including off-budget borrowing and achieving greater 

transparency in fiscal operation of the Government and conduct of fiscal policy in a 

medium term fiscal framework and for matters connected therewith or incidental 

thereto". 

Under the Act, Government is guided by the fiscal management principles viz maintain 

State Government debt at prudent and sustainable level, manage guarantees and other 

contingent liabilities prudently, with particular reference to quality and level of such 

liabilities, ensure that borrowings are used for productive purposes and accumulation of 
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capital assets, and are not applied to finance current expenditure and manage expenditure 

consistent with the level of revenue generated. 

Every year, Government has to lay before the Legislative Assembly a Medium Term 

Fiscal Plan along with the Budget, which shall set forth a multi-year rolling target for the 

prescribed fiscal indicators. The Medium Term Fiscal Plan shall include an assessment of 

sustainability relating to the balance between revenue receipts and revenue expenditure 

and the use of capital receipts including borrowings for generating productive assets. It 

shall also contain the medium term fiscal objectives of the Government, an evaluation of 

the performance of the prescribed fiscal indicators in the previous year vis-à-vis the 

targets set out earlier, and the likely performance in the current year as per revised 

estimates, a statement on recent economic trends and future prospects for growth and 

development affecting fiscal position of the Government, the strategic priorities of the 

Government in the fiscal matters for the ensuing financial year, the policies of the 

Government for the ensuing financial year relating to taxation, expenditure, borrowings 

and other liabilities, lending and investments, pricing of administered goods and services 

and description of other activities, such as, guarantees and activities of Public Sector 

Undertakings which have potential budgetary implications and the key fiscal measures 

and targets pertaining to each of these; and an evaluation as to how the current policies of 

the Government are in conformity with the fiscal management principles. 

Fiscal Management Targets envisaged in the Act are 

(a) reduce the revenue deficit to nit by 31 st  March, 2009 and adhere to it thereafter 
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(b) reduce the ratio of revenue deficit to the total revenue receipt by 1.5% in each of 

the financial year beginning on 1 st  day of April, 2006 in a manner consistent with 

goal set out in clause (a) 

(c) reduce the ratio of fiscal deficit to Gross State Domestic Product beginning from 

the financial year 2006-07 with medium term goal of not being more than three 

per cent of fiscal deficit to Gross State Domestic Product to be attained by 31 St 

 March, 2009, and adhere to it thereafter. 

(d) reduce fiscal deficit by 0.5% of Gross State Domestic Product in each of the 

financial year beginning of the 1 St  day of April, 2006, in a manner consistent with 

the goal set out in clause (c ) 

(e) cap the total outstanding guarantees within the specified limit under the Goa State 

Guarantees Act, 1993 (Goa Act No.16 of 1993) 

(0 ensure that by 31 st  March, 2009, the total liabilities do not exceed 30% of the 

Gross State Domestic Product (GSDP) and adhere to it thereafter. 

(g) ensure that by 31 St  March, 2009, the ratio of interest payment to total revenue 

receipts does not exceed 20% and adhere to it thereafter. 

(h) undertake appropriate measures in cash management practices so as to avoid 

recourse to overdraft from the Reserve Bank of India. 

An evaluation of performance subsequent to this legislation indicates that so far 

Government has presented only one Medium Term Fiscal Plan in the Legislative 
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Assembly. As regards the fiscal management target envisaged at (a) above, Government 

has achieved the target of 'Zero' revenue deficit in the first year i.e. 2006-07 itself. In 

fact, during the year 2006-07, Government of Goa achieved a revenue surplus of 

Rs.141.44 crore and revenue surplus Rs.166.14 crore in 2007-08. The revenue surplus 

projected in the Budget Estimate 2008-09 is Rs.225.64 crore and in the Revised Estimate 

2008-09 is Rs.82.97 crore. Thus, the Government has maintained the 'Zero' Revenue 

Deficit target up to 31 st  March 2009. But, the target also indicates that 'Zero Revenue' 

deficit target has to be maintained thereafter i.e. beyond 2008-09. However, the interim 

budget 2009-10 indicates a revenue deficit of Rs.348.40 crore for 2009-10. Therefore, 

Government is not a position to adhere to the 'Zero' Revenue Deficit target beyond 31 St 

 March 2009. 

As regards the fiscal management target at clause (b) i.e. reducing the revenue deficit 

target by 1.5% ever year it may be noted this clause had no relevance up to 31 st  March 

2009 as the during all the three year 2006-07, 2007-08 and 2008-09 the State was in 

revenue surplus position. However, the revenue deficit projected for the year 2009-10 is 

about 2.5% of GSDP. Therefore, either the Government has to reduce its current 

expenditure or generate additional resources during 2009-10 to maintain 'Zero' revenue 

deficit or amend the Act itself to revise the target. If the Act is amended then the 

Government has to present a Medium Term Fiscal Plan to reduce the revenue deficit 

target by 1.5% every year so as to achieve the 'Zero' revenue deficit again. 

As regards the fiscal management target at Clause (c ), it may be noted that the fiscal 

deficit during 2006-07 was Rs.528.74 crore which forms 3.5% of GSDP. During the year 
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2007-08, the fiscal deficit was Rs.540.79 crore which forms 3.2% of GSDP. During the 

year 2008-09, the fiscal deficit projected in the budget estimate is Rs.799.42 crore which 

forms 4.2% of GSDP. However, the fiscal deficit projected for the year 2009-10 is 

Rs.812.19 core. In addition there is huge budget deficit of Rs.570.00 crore in BE 2009-

10. Therefore, the actual fiscal deficit in the year 2009-10 will be more than Rs.1300.00 

crore which will be more than 5% of GSDP and much above the desired target of 3%. If 

the Government has to maintain the three percent FD to GSDP ratio beyond 2008-09, 

then during 2009-10 Government has to wipe out its budgetary deficit either through 

additional resource mobilization or by reducing expenditure. Both these options appear 

not practical and therefore, Government has to revise its fiscal deficit target upwards, 

which will contradict the FRBM Act 2006. 

Under clause (d) of the fiscal management target, the Government has to reduce the FD 

to GSDP ratio by 0.5% every year so as to achieve 3% of GSDP by 31 st  March 2009. In 

view of very high fiscal deficit envisaged in BE 2008-09 the target set under this clause is 

not being met. Moreover, the real test lies beyond 2008-09, in view of huge fiscal deficit 

projected for the year 2009-10 as explained above. The ratio of FD to GSDP will be 

much above the three per cent as explained in the preceding paragraph. The Government 

of India has revised the FD to GSDP target from 3% to 3.5% and advised the States to 

amend the Act accordingly. However, even to achieve the target of 3.5%, Government 

has to either go for additional resource mobilization or reduce its expenditure. If the 

Government of Goa fails to generate additional revenue during 2009-10 and if the 

Government of India does not increase the borrowing limit beyond FRBM then the 
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Government of Goa will be forced reduce its expenditure, which will have tremendous 

impact on the Annual Plan size and capital expenditure of the State. 

As regards the clause (e) regarding capping the outstanding guarantee within the 

specified limit under the Goa State Guarantees Act 1993, it may be noted under the Goa 

State Guarantees Act, 1993, the total guarantee is capped at Rs.800.00 crore and there is 

no further revision done after 1-4-2006. The, outstanding guarantee during 2006-07, 

2007-08 and 2008-09 has remained in the range of Rs.600.00 crore, which is well below 

the limit of Rs.800.00 crore. Thus, the Government of Goa has fulfilled the target set 

under the fiscal management target of clause (e) under FRBM Act 2006. 

The clause (f) under fiscal management target of the FRBM Act 2006 envisages that by 

31 st  March, 2009, the total liabilities do not exceed 30% of the Gross State Domestic 

Product (GSDP) and adhere to it thereafter. The total liability of the Government includes 

both budgetary borrowing and off budget borrowing. Budgetary borrowing includes 

public debt and outstanding liability under General Provident Fund. The off-budget 

borrowing basically account for guarantees extended to the State Public Sector 

Undertakings. As on 31 st  March 2007 the total liability of the State including GPF and 

guarantees was Rs.5546.94 crore which formed 36.9% of the GSDP. As on 31 st  March 

2008, the total liability has increased to more than Rs.6000 crore which formed 35.5% of 

GSDP. As on 31 St  March 2009 the total outstanding liability will be about Rs.6700.00 

crore which forms 35.4% of GSDP. Thus, it may be noted that the total outstanding 

liability of State has been much above the desired limit of 30% of GSDP and in the 
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coming years this is expected to increase further. Therefore, the Government of Goa has 

not fulfilled the clause (f) under section 5(1) of FRBM Act 2006. 

Under clause (g) of fiscal management target under FRBM Act 2006, it is expected that 

by 31 St  March, 2009, the ratio of interest payment to total revenue receipts does not 

exceed 20% and adhere to it thereafter. It may be noted that during 2006-07 the ratio of 

interest payment to revenue receipt was 19.9%. This ratio was 18.7% in 2007-08 and 

expected to be 18.7% during 2008-09. Thus, the State has managed to remain within 

desired 20% target as envisaged under FRBM Act 2006. However, in case the 

Government fails to keep the fiscal deficit under check from 2009-10 onwards for the 

reasons explained in the preceding paragraphs the interest payment liability may increase 

exponentially and thus the Government may find it difficult to adhere to the desired norm 

of 20% in the future. 

As per clause (f) of section 5(1) under FRBM Act 2006, Government has to undertake 

appropriate measures in cash management practices so as to avoid recourse to overdraft 

from the Reserve Bank of India. It is evident from the Reserve Bank of India report that 

from 1-4-2006, Government of Goa has remained on treasury bills on all 365 days. That 

means not even on single day Government of Goa was either on ways and means or on 

overdraft. Thus, so far the State has managed to maintain good cash management practice 

as envisaged under the FRBM Act 2006. 

7.3 Interpretation of Hypothesis 

H5: Various policies related to the State budget have yielded positive results 
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Various policies and practices related to Decentralized Planning, Land Use, Industries, 

Special Economic Zones, Information Technology, Tourism, Fiscal Responsibility and 

Budget Management have been analyzed. The constitutional provisions under 73 td  and 

74th  amendments regarding transfer of functions, functionaries and finances to the local 

bodies is yet to take place. Although the State has very good human development 

indicators like low birth, death, infant mortality and maternal mortality rates, 

demographic transitions like population immigration from other States, declining sex 

ratio, imbalance in population density between coastal areas and hinter lands are need to 

be dealt with. As regards land policy, there is no primary reporting system in the state to 

update the land records on regular basis. The system of communidade and related 

authorities has almost become defunct and corrupt. The acquisition of land from the 

people for public projects under the Land Acquisition Act has been attracting severe 

opposition as the land owners get meager compensation while there are instances of non-

utilization of land for the intended purpose. The Industrial Policy 2003 and Information 

Technology Policy 2005 are yet to take off. The Agriculture and Allied sector is showing 

a declining trend, but the sector has potential for generation of employment opportunities 

with technology intervention, extension activities, infrastructure development and 

creating backward and forward linkages for the products. Tourism in Goa has almost 

remained monotonous without any major efforts to add value to it. The Tourism Master 

Plan 2011 prepared for creation of new vistas of Tourism and infrastructure development 

is yet to be implemented. The mining sector contribution has been a mixed bag of 

economic benefits and environmental degradation. The Area Wide Quality Management 

Plan prepared by the TERI more than decade ago for environmental upgradation in the 
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mining belt is yet to be implemented. Absence of infrastructure policy has led to 

adhochism in priority building, skewed resource allocation, overlapping of mandate and 

jurisdiction between different agencies in implementation of projects; cost and time 

overrun, quality management etc. Under education sector, though the State has very high 

literacy rate, quality of education, curriculum and teaching, high dropout rate in schools, 

lack of excellence in higher education etc are some of the serious issues need to be 

addressed. Under Health sector, while on the one hand the general health indicators are 

impressive on the other hand there are concerns on increasing problems of AIDs, malaria, 

life style diseases, cancer, and kidney related problems etc. The State is yet to achieve 

excellence in super specialty services, infrastructure facilities and delivery mechanism in 

the health sector. Though, the State spends more than 40% of its plan outlay in social 

services sector, impact of major schemes like Cyberage Student Scheme, Dayanand 

Social Security Scheme etc are to be evaluated. The State is yet to ensure allocation of 

12% of Plan outlay of Tribal Sub Plan and 2% for Special Component Plan for Scheduled 

Castes in the Annual Plans. Under FRBM, the fiscal indicators have improved 

significantly due to higher revenue realization under VAT from 1-4-2005 and significant 

increase in devolution of share in central taxes. However, the indicators are expected to 

worsen with the implementation of Sixth Pay Commission scales and general recession in 

the economy if appropriate corrective measures are not taken timely. Considering the 

fact that if the policies are implemented as envisaged, the State would have achieved 

much higher level of development than today, the hypothesis is not be accepted (Refer 

Hypothesis H5 at page 19 of Chapter One). 
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CHAPTER EIGHT 

INTER STATE AND INTER PERIOD COMPARISON 

There is wide variation in the fiscal position of different States in India. Revenue deficit, fiscal 

deficit, primary deficit, debt serving and debt stock are the important fiscal indicators that 

determine fiscal health of a State. There indicators are influenced by different parameters like 

revenuer receipts, capital receipts, revenue expenditure and capital expenditure and transfers 

from Government of Indi. These indicators and parameters have been compared under three 

inter periods viz 1990-91 to 1994-95, 1995-96 to 1999-2000 and 2000-01 to 2006-07. It is 

observed that implementation of pay commission scales has normally worsened the fiscal 

position of the States at different intervals leading to additional borrowings and interest 

payment. Devolution of resources from Government of India in the form of Share in Central Taxes 

and Grants-in-Aid has helped many States in managing fiscal balance. Implementation of Value 

Added Tax system from 1-4-2005 has led to significant increase in revenue receipts thereby 

consolidating the fiscal position of almost all the States. However, implementation of Sixth Pay 

Commission scales and general recession in the economy is expected to worsen the fiscal 

position of the State Governments. 
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CHAPTER EIGHT 

INTER-STATE AND INTER PERIOD COMPARISON 

8.1 Introduction 

All the States in India are governed by uniform procedure of budgeting, accounting and 

financial processes. Yet there exists wide variation from State to State in the vision, 

development priorities, political ideology and leadership, quality of governance and 

human resources, availability of resources etc. This has led to huge regional imbalance in 

the level of development in the country. While some of the States are reasonably well 

developed, many major States are still under developed. This aspect of level of 

development has been dealt with in detail in the chapter on Goa Model of Development — 

A perspective. 

There are four major categories of revenue receipts in the States. They are State's Own 

Tax Revenue, State's Own Non-tax revenue, Share in Central Taxes and Grants-in-aid. In 

the State's Own Tax Revenue the major component of revenue is Sales Tax which is 

currently known as Value Added Tax. The other State's Own Tax Revenues are Excise 

Duty, Taxes on goods and Passengers, Taxes on Stamps and Registration, Land Revenue, 

Luxury Tax, Entertainment Tax, Entry Tax etc. The State's Own Non-Tax Revenue 

comprises user charges, interest and divided receipts, water charges, royalty etc. 

Devolution of Resources to the States takes place through the Planning Commission and 

Finance Commission. Plan grants are released by the Planning Commission based on 

Gadgil Mukherjee Formula. Under this formula State-wise entitlement is calculated based 
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on weights to different parameters viz. 60% to population, 25% to per capita income, 

7.5% to performance and 7.5% to special problems. For the purpose of devolution the 

State's are differentiated under two categories viz Special Category States and Non-

Special Category States. The States that are less developed, insurgency affected and 

facing problem being the country's boarder are categorized as special category States 

becoming eligible for higher level of central assistance. The special category States are 

Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura, 

Himachal Pradesh, Jammu & Kashmir and Uttaranchal. The remaining States are called 

as non-special category States. While the Special Category States are eligible for central 

assistance in the ratio of 90% grant and 10% loan, the non-special category States get 

central assistance in the ratio of 30% grant and 70% loan. From 1-4-2005, based on the 

recommendation of the Twelfth Finance Commission, the Government of India has 

stopped giving loan portion giving flexibility to the States to borrow through other 

sources like market borrowing. However, the State's that are not in a position to borrow 

from other sources are allowed to draw loan portion from Government of India. 

Under article 280 of the Constitution of India Finance Commission is set up by the 

President of India for the distribution of taxes collected by the Centre and devolution of 

grants-in-aid under article 275 of the Constitution of India. Presently, the 

recommendations of Twelfth Finance Commission governing the award period 2005-

2010 are in force. The President of India has already set up the Thirteenth Finance 

Commission for the award period 2010-2015 under the Chairmanship of Shri Vijay 

Kelkar with following terms of reference. 
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(i) the distribution between the Union and the States of the net proceeds of taxes 

which are to be, or may be, divided between them under Chapter I Part XII 

of the Constitution and the allocation between the States of the respective 

shares of such proceeds; 

(ii) the principles which should govern the grants-in-aid of the revenues of the 

States out of the Consolidated Fund of India and the sums to be paid to the 

States which are in need of assistance by way of grants-in-aid of their 

revenues under article 275 of the Constitution for purposes other than those 

specified in the provisos to clause (1) of that article; and 

(iii) the measures needed to augment the Consolidated Fund of a State to 

supplement the resources of the Panchayats and Municipalities in the State on 

the basis of the recommendations made by the Finance Commission of the 

State. 

(iv) The Commission shall review the state of the finances of the Union and the 

States, keeping in view, in particular, the operation of the States' Debt 

Consolidation and Relief Facility 2005-2010 introduced by the Central 

Government on the basis of the recommendations of the Twelfth Finance 

Commission, and suggest measures for maintaining a stable and sustainable 

fiscal environment consistent with equitable growth. 

The Twelfth Finance Commission has recommended devolution of 30.5% of taxes 

collected by it to the States under Vertical devolution criteria. The horizontal 
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devolution of the same amongst the States is decided based on formula giving 

weights for different parameters. 

In this chapter, inter-state and inter-period comparison of the budget is made so as to 

analyze the financial position of different States in the country including the diversity 

in revenue receipts, expenditure trends, transfers from Government of India, debt 

stock etc. 

Methodology 

The budget data has been collected for all the States from budget documents and 

Reserve Bank of India publications for the period 1990-91 to 2006-07. The inter-

period comparison is made for inter-periods viz. 1990-91 to 1994-95, 1995-96 to 

1999-2000 and 2000-01 to 2006-07. The first two inter-periods are of 5 years each, 

which coincide with the award period of Ninth and Tenth Finance Commission 

respectively. The third inter-period has 7 years, which coincides with the award 

period of Eleventh Finance Commission and first two years of Twelfth Finance 

Commission. Information relating to revenue receipts, revenue expenditure, capital 

receipts, capital expenditure, transfer of resources from the Centre, interest payment, 

composition of outstanding liabilities have been compiled from the budget documents 

of State Governments and Reserve Bank of India publications. As the absolute figures 

are not comparable due extreme variations in the size of each States, the figures have 

been converted into percentages and ratios making them comparable for the purpose 

of analysis. 

Goa University 



204 

Inter-State and Inter Period Comparison 

8.2 	Period 1990-91 to 1994-95 

(i) 	Revenue Receipts 

The share of State's Own Tax Revenue (SOTR), State's Own Non-Tax Revenue 

(SONTR), Share in Central Taxes (SICT) and Grants in Aid (GIA) from Government of 

India in the total revenue receipts in different States during 1990-91 and 1994-95 is given 

in table 8.1. It is evident from the table that the special category states are mostly 

dependent on the grant-in-aid and share in central taxes devolved by the Government of 

India. In most of the special category states the grant-in-aid from Government of India 

was more than 50% of total revenue receipts and the share in central taxes was in the 

range of 20% to 33%. The non-special category states were mostly dependent on their 

own tax revenues. In case of progressive States like Kerala, Karnataka, Tamil Nadu, 

Maharashtra, Gujarat, West Bengal and NCT Delhi the State's Own Tax Revenue was 

more than 50% of revenue receipts. The NCT Delhi had a very high share of 90.3% of 

Own Tax Revenue in the total revenue receipts during 1994-95. The Haryana and Punjab 

States have shown a decline in the share of Own Tax Revenue from 1990-91 to 1994-95 

showing corresponding increase in Own non-Tax Revenue, which may be on account of 

classification changes. 
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Table 8.1 Composition of Revenue Receipts 1990-91 & 1994-95 (Per cent) 
Sl. 
No. State 

1990-91 1994-95 
SOTR SONTR SICT GIA SOTR SONTR SICT GIA 

1 Andhra Pradesh 49.5 14.5 21.5 14.5 48.1 17.4 21.4 13.0 
2 Arunachal Pradesh 0.8 11.4 22.9 65.0 0.9 13.3 21.8 64.0 
3 Assam 23.7 15.6 27.4 33.3 21.3 11.0 27.7 39.9 
4 Bihar 26.4 17.7 37.4 18.5 27.0 14.3 41.0 17.6 
5 Goa 30.0 24.7 18.9 26.5 42.4 28.1 16.3 13.3 
6 Gujarat 71.0 11.9 8.3 8.8 60.8 19.1 12.5 7.6 
7 Haryana 55.9 26.7 9.7 7.7 32.1 59.0 5.4 3.5 
8 Himachal Pradesh 19.9 7.4 23.3 49.4 22.9 10.2 28.2 38.7 
9 Jammu & Kashmir 14.1 6.0 28.0 51.9 8.1 5.1 18.8 68.0 

10 Karnataka 59.9 13.3 17.0 9.8 61.6 12.2 16.3 10.0 
11 Kerala 55.8 8.7 20.2 15.3 60.0 8.5 18.0 13.6 
12 Madhya Pradesh 38.6 18.5 24.0 18.9 37.7 21.2 24.6 16.5 
13 Maharashtra 58.9 20.6 11.4 9.1 62.7 19.2 11.4 6.7 
14 Manipur 4.3 6.0 28.3 61.4 4.0 8.5 30.6 56.9 
15 Meghalaya 10.2 5.3 22.8 61.7 10.6 7.3 27.3 54.8 
16 Mizoram 0.7 28.8 21.6 48.9 0.9 6.4 29.7 63.1 
17 Nagaland 4.2 6.4 29.7 59.7 3.1 10.8 30.7 55.5 
18 Orissa 30.8 9.3 32.0 28.0 25.8 17.7 33.4 23.1 
19 Punjab 65.4 12.9 12.6 9.2 49.0 37.8 8.0 5.2 
20 Rajasthan 33.3 22.5 20.8 23.4 36.5 20.5 20.4 22.6 
21 Sikkim 7.1 16.7 15.8 60.4 2.5 60.8 7.7 29.0 
22 Tamil Nadu 61.4 7.5 19.7 11.4 63.3 8.4 18.8 9.5 
23 Tripura 5.2 3.7 31.5 59.5 5.9 3.5 33.2 57.5 
24 Uttar Pradesh 38.1 9.4 27.7 24.8 36.4 14.1 29.6 19.9 
25 West Bengal 51.9 5.3 25.4 17.3 54.3 5.0 26.2 14.5 
26 NCT Delhi 90.3 5.0 0.0 4.7 

However, in case of BIMARU states the share of State's own non-tax revenue was 

slightly better while the share of own tax-revenue was much lower in comparison with 

progressive States. Being bigger both in area and population, the BIMARU States had a 

higher share of central taxes and grant-in-aid from Government of India as the devolution 

formula being favorable to them. As far as Goa is concerned there was a structural 
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change in the revenue receipt composition after attainment of Statehood in May 1987. 

Prior to Statehood, Goa received sufficient central grants being a Union Territory. After 

the Statehood, Goa continued to receive fairly same level of central support till 1991-92. 

Thereafter, Goa was clubbed along with other non-special category States for devolution 

of plan grants and the Gadgil Mukherjee formula was made applicable for the purpose. 

This impact is also visible in table 8.1, in terms of 50% decline in the share of grants in 

aid from 26.5% in 1990-91 to 13.3% 1994-95. During the same period the share in 

State's own tax and non-tax revenue had shown considerable increase. 

(ii) 	Capital Receipts 

Capital receipts of States comprises loans and advances from Government of India, 

Loans from National Small Savings Fund, Loans from NABARD, LIC, GIC, HUDCO, 

NCDC, REC, PFC etc., recoveries of loans advanced previously by the State Government 

for various purposes and other capital receipts such as provident funds, special deposits 

etc. The capital receipt is used for asset creation as plan capital outlay, repayment of 

existing loans and to cover the revenue deficit. For the purpose of comparison among 

States, the capital receipt during 1990-91 has been taken as base (1990-91 = 100) and 

capital receipt index has been created for the year 1994-95. This index gives an idea 

about the level of borrowing by the States during the period 1990-91 to 1994-95. It is 

evident from the table 8.2 that the level of borrowing had gone up by 168% in case of 

Andhra Pradesh which is the highest amongst all the States. 
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Table 8.2: Capital Receipt Index : 1990-91 & 1994-95 
Si. Capital receipt index 

No. State 1990-91 	1994-95 
1 Andhra Pradesh 100 268 
2 Arunachal Pradesh 100 99 
3 Assam 100 242 
4 Bihar 100 106 
5 Goa 100 70 
6 Gujarat 100 90 
7 Haryana 100 209 
8 Himachal Pradesh 100 107 
9 Jammu & Kashmir 100 53 

10 Karnataka 100 153 
11 Kerala 100 178 
12 Madhya Pradesh 100 149 
13 Maharashtra 100 241 
14 Manipur 100 63 
15 Meghalaya 100 122 
16 Mizoram 100 117 
17 Nagaland 100 165 
18 Orissa 100 150 
19 Punjab 100 141 
20 Rajasthan 100 217 
21 Sikkim 100 177 
22 Tamil Nadu 100 184 
23 Tripura 100 115 
24 Uttar Pradesh 100 230 
25 West Bengal 100 150 

This was followed by Assam 142%, Maharashtra 141%, Uttar Pradesh 130%, Rajasthan 

117% and Haryana 109%. In rest of the States, the growth was below 100%. The States 

like Bihar, Himachal Pradesh, Meghalaya, Mizoram and Tripura the level of borrowing 

had either remained static or increased marginally. However, the level of borrowing had 

actually declined in case of Arunachal Pradesh, Goa, Gujarat, Jammu & Kashmir and 

Manipur. It may be noted that by and large there is a relationship between the level of 
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borrowing and the revenue deficit or revenue surplus position of the State. The States 

with higher level of revenue deficit contracted more loans which resulted into higher 

growth in capital receipts. In the States having revenue surplus or marginal revenue 

deficit the level of contracting loans had either declined or remained Static or marginally 

increased. 

(iii) Revenue Expenditure and Capital Expenditure 

Revenue expenditure comprises development and non-development expenditure. This 

includes salaries, pension, gratuity, interest payment, subsidies and other current 

expenditure of the Government. The development expenditure relates to expenditure 

under social services and economic services. The social services comprises education, 

sports, art and culture, medical and public health, family welfare, water supply and 

sanitation, housing, urban development, welfare of SCs, STs and OBCs, Labour and 

Labour Welfare and Nutrition. The economic services comprises agriculture and allied 

activities, rural development, special area programme, irrigation and flood control, 

energy, industry and minerals, transport, science, technology and environment and 

General Services. The non-development expenditure relates to expenditure under general 

services comprising organs of states, fiscal services, interest payment and servicing of 

debt, administrative services, pensions and miscellaneous general services. 
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Table 8.3: Share of revenue and capital expenditure in total expenditure 
& share of plan capital expenditure in total capital expenditure 
- 1990-91 & 1994-95 (per cent 

Sl. 
No. State 

1990-91 1994-95 
RE CE 	PCAP RE CE 	PCAP 

1 Andhra Pradesh 83.65 16.35 69.74 76.36 23.64 83.47 
2 Arunachal Pradesh 64.90 35.10 90.28 63.56 36.44 95.85 
3 Assam 71.42 28.58 28.58 81.81 18.19 47.57 
4 Bihar 78.62 21.38 75.77 90.38 9.62 48.87 
5 Goa 69.69 30.31 83.32 79.40 20.60 79.77 
6 Gujarat 74.63 25.37 77.70 79.43 20.57 67.03 
7 Haryana 80.65 19.35 74.80 90.76 9.24 83.08 
8 Himachal Pradesh 80.62 19.38 86.50 80.37 19.63 78.77 
9 Jammu & Kashmir 61.80 38.20 71.82 69.61 30.39 65.04 

10 Karnataka 79.76 20.24 74.12 82.00 18.00 73.61 
11 Kerala 83.67 16.33 66.61 85.02 14.98 73.36 
12 Madhya Pradesh 80.46 19.54 71.48 83.83 16.17 80.74 
13 Maharashtra 81.26 18.74 76.82 73.96 26.04 88.20 
14 Manipur 67.81 32.19 87.72 75.31 24.69 87.03 
15 Meghalaya 76.61 23.39 79.20 77.84 22.16 83.76 
16 Mizoram 60.71 39.29 28.62 78.25 21.75 85.38 
17 Nagaland 76.42 23.58 75.07 79.67 20.33 80.65 
18 Orissa 71.79 28.21 68.42 81.00 19.00 62.44 
19 Punjab 74.13 25.87 80.15 80.51 19.49 56.58 
20 Rajasthan 73.61 26.39 55.49 80.11 19.89 83.71 
21 Sikkim 69.92 30.08 97.08 87.54 12.46 88.79 
22 Tamil Nadu 85.20 14.80 34.73 84.28 15.72 37.61 
23 Tripura 81.12 18.88 91.75 80.18 19.82 86.21 
24 Uttar Pradesh 77.93 22.07 62.21 73.10 26.90 36.03 
25 West Bengal 85.07 14.93 74.35 82.20 17.80 80.23 
26 NCT Delhi 59.45 40.55 80.11 

Capital expenditure comprises development expenditure, non-development expenditure, 

discharge of internal debt, repayment of loans to the Centre and Loans and Advances by 

the State Government. Within capital expenditure, the expenditure under 'Plan' is meant 

towards capital formation or creation of assets. 
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The share of revenue and capital expenditure in total expenditure and also the share plan 

capital expenditure within total capital expenditure for all the States is given in table 8.3. 

It is evident from the table that in all the States major portion of the budget is consumed 

as revenue or current expenditure leaving very little money towards capital formation or 

creation of assets. In the year 1990-91, the share of revenue expenditure in the total 

budget in Tamil Nadu and West Bengal was as high as 85.20% and 85.07% respectively. 

This was followed by 83.67% in Kerala, 83.65 in Andhra Pradesh, 81.26 % in 

Maharashtra and 81.12% in Tripura. The lowest share of revenue expenditure in the 

budget during 1990-91 was in Mizoram being 60.71% followed by 61.80% in Jammu & 

Kashmir, 64.90% in Arunachal Pradesh and 67.81% in Manipur. Within capital 

expenditure, the proportion of expenditure under Plan towards capital formation varies 

from State to State. In the year 1990-91, Assam had a share of only 28.58% under plan 

capital followed by Tamil Nadu 34.73% and Rajasthan 55.49%. In case of Sikkim, 

Tripura and Arunachal Pradesh the share of plan capital in 1990-91 was as high as over 

90%. 

It may also be seen from the table that from 1990-91 to 1994-95, the share of revenue 

expenditure in the total expenditure increased considerably in the States of Assam, Bihar, 

Goa, Haryana, Jammu & Kashmir, Manipur, Mizoram, Orissa, Punjab, Rajasthan and 

Sikkim. However, during the same period the share of revenue expenditure in the total 

expenditure had declined considerably in the States of Andhra Pradesh and Uttar Pradesh 

and in other States there was marginal variation. From 1990-91 to 1994-95, the share of 

plan capital expenditure in the total capital expenditure increased considerably in the 
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States of Andhra Pradesh, Arunachal Pradesh, Assam, Haryana, Kerala, Madhya Pradesh, 

Maharashtra, Meghalaya, Mizoram, Nagaland, Rajasthan and West Bengal. But, during 

the same period, in the States of Bihar, Gujarat, Himachal Pradesh, Jammu & Kashmir, 

Orissa, Punjab, Sikkim, Tripura and Uttar Pradesh, the share of plan capital expenditure 

in the total capital expenditure had declined considerably. 

(iv) Transfers from Government of India 

Devolution index of central taxes and grants-in-aid for the year 1994-95 taking 1990-91 

as base year (1990-91 = 100) for all the States is given in table 8.4. It is evident from the 

table that from 1990-91 to 1994-95 Gujarat had witnessed a significant growth of 249% 

in central taxes devolved by the Government of India. The growth of central taxes 

received by the rest of States during the same period was in the range of 58% to 96%. 

In case of Grants-in-Aid, the growth during the period 1990-91 to 1994-95 was highest in 

case of Jammu & Kashmir being 243%. This was followed by Gujarat with 102%. Goa is 

the only State where there was a negative growth, which means that even in absolute 

terms the grants-in-aid had declined. Even in case of special category States the growth in 

grants-in-aid was not significant. 
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Table 8.4: Devolution index of Central Taxes and Grants in Aid 
- 1990-91 & 1994-95 

Si. 
No. State 

Central Taxes Grants in Aid 
1990-91 	1994-95 1990-91 	1994-95 

1 Andhra Pradesh 100 164 100 148 

2 Arunachal Pradesh 100 161 100 167 

3 Assam 100 168 100 200 

4 Bihar 100 173 100 150 

5 Goa 100 163 100 95 

6 Gujarat 100 349 100 202 

7 Haryana 100 171 100 139 

8 Himachal Pradesh 100 196 100 127 

9 Jammu & Kashmir 100 175 100 343 

10 Karnataka 100 172 100 182 

11 Kerala 100 172 100 172 

12 Madhya Pradesh 100 172 100 146 

13 Maharashtra 100 174 100 127 

14 Manipur 100 162 100 139 

15 Meghalaya 100 180 100 133 

16 Mizoram 100 160 100 150 

17 Nagaland 100 157 100 141 

18 Orissa 100 172 100 136 

19 Punjab 100 171 100 151 

20 Rajasthan 100 170 100 167 

21 Sikkim 100 166 100 165 

22 Tamil Nadu 100 173 100 151 

23 Tripura 100 158 100 144 

24 Uttar Pradesh 100 172 100 129 

25 West Bengal 100 172 100 139 

(v) 	Revenue Deficit/Surplus, Fiscal Deficit and Primary Deficit/Surplus 

The difference between the revenue receipt and revenue expenditure is termed as revenue 

deficit or surplus. If the revenue expenditure is more than the revenue receipt then it will 

be revenue deficit and if it is otherwise it will be revenue surplus. Fiscal deficit is the net 

addition to the debt stock of the State every year. The fiscal deficit minus interest 
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payment is known as primary deficit or surplus. If the fiscal deficit is more than the 

interest payment then it will be primary deficit and if it is otherwise it will be primary 

surplus. 

Table 8.5: Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to GSDP 
- 1990-91 & 1994-95 	 (Per cent) 

S1.No. State 1990-91 1994-95 
RD/GSDP FD/GSDP PD/GSDP RD/GSDP FD/GSDP PD/GSDP 

1 Andhra Pradesh 0.46 2.79 1.09 1.06 3.41 1.58 
Arunachal 

2 Pradesh -19.70 5.08 2.01 -18.66 8.20 4.33 
3 Assam 1.35 5.34 2.87 1.76 4.05 0.69 
4 Bihar 2.14 6.03 3.18 3.60 5.17 -0.84 
5 Goa -0.57 7.65 5.26 -1.98 1.57 -0.87 
6 Gujarat 2.51 6.42 4.52 -0.41 2.03 0.16 
7 Haryana 0.14 2.83 1.05 1.65 2.26 0.20 
8 Himachal Pradesh 3.37 9.90 5.98 14.33 28.88 18.52 

Jammu and 
9 Kashmir 3.14 22.74 15.20 -10.07 -0.34 -8.60 

10 Karnataka 0.34 2.40 0.53 0.62 3.16 1.34 
11 Kerala 2.99 5.66 3.25 1.25 3.48 0.91 
12 Madhya Pradesh 0.66 3.35 1.66 0.45 3.35 0.76 
13 Maharashtra 0.08 2.50 1.13 -0.21 2.20 0.85 
14 Manipur -10.78 4.82 1.11 -5.96 4.42 0.73 
15 Meghalaya -4.74 4.63 2.62 -4.40 2.12 -0.58 
16 Mizoram -46.07 -27.68 -37.42 -10.14 5.20 1.16 
17 Nagaland 0.79 15.56 8.93 5.69 14.96 9.95 
18 Orissa 0.18 5.65 2.31 2.07 5.21 1.67 
19 Punjab 2.88 6.58 4.82 2.17 5.22 1.58 
20 Rajasthan -0.81 2.63 0.22 1.02 4.25 1.75 
21 Sikkim -13.42 8.63 4.19 -4.50 10.39 4.45 
22 Tamil Nadu 1.77 3.59 2.14 0.61 2.18 0.59 
23 Tripura 0.16 8.30 4.60 -1.89 5.85 1.82 
24 Uttar Pradesh 2.21 5.53 3.22 2.13 5.07 1.78 
25 West Bengal 2.93 4.69 2.89 1.24 3.17 1.03 
26 NCT Delhi 0.00 0.00 0.00 -2.13 1.50 1.50 

Note: `-` indicates surplus 
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The revenue deficit or surplus, fiscal deficit and primary deficit are interrelated and 

indicate the fiscal health of the States. It is desirable that every State remains in revenue 

surplus on continuing basis so that it will be able to utilize its surplus revenue for capital 

expenditure without resorting to higher level of borrowings. As long as the net addition to 

the debt stock i.e. fiscal deficit remains under check the primary balance i.e. primary 

deficit or surplus will remain low. Therefore, the Twelfth Finance Commission has 

recommended that every State must strive to achieve 'Zero' revenue deficit and fiscal 

deficit as 3% of GSDP by 2008-09. Accordingly, all the States enacted the Fiscal 

Responsibility and Budget Management legislation to ensure fiscal discipline and achieve 

the targets set by the Twelfth Finance Commission to become eligible for debt incentives 

and debt relief. 

It is evident from the table 8.5 that in the year 1990-91, all the States except Arunachal 

Pradesh, Goa, Manipur, Meghalaya, Mizoram, Rajasthan and Sikkim were in revenue 

deficit. Mainly the North Eastern States were in revenue surplus may be on account of 

higher level of grants devolved to them by the Government of India. The revenue deficit 

during 1990-91 was as high as 3.37% of GSDP in Himachal Pradesh, followed by 3.14% 

in Jammu & Kashmir, 2.99% in Kerala, 2.93% in West Bengal and 2.88% in Punjab. In 

the year 1994-95, Arunachal Pradesh, Goa, Manipur, Meghalaya, Mizoram and Sikkim 

continued to remain on revenue surplus, but Rajasthan became revenue deficit State. In 

addition, Gujarat, Jammu & Kashmir, Maharashtra, Tripura and Delhi were in revenue 

surplus during 1994-95. In case of Andhra Pradesh, Arunachal Pradesh, Assam, Bihar, 
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Haryana, Himachal Pradesh, Karnataka, Nagaland and Orissa the revenue deficit to 

GSDP ratio increased during 1994-95 over 1990-91 and in other States it declined. 

As regards Fiscal Deficit, it may be noted from the table that in the year 1990-91, only 

the State of Mizoram had a Fiscal Surplus and all the remaining States were in fiscal 

deficit. During 1990-91, the fiscal deficit to GSDP ratio was more than 3% in the States 

of Arunachal Pradesh, Assam, Bihar, Goa, Gujarat, Himachal Pradesh, Jammu & 

Kashmir, Kerala, Madhya Pradesh, Manipur, Meghalaya, Nagaland, Orissa, Punjab, 

Sikkim, Tamil Nadu, Tripura, Uttar Pradesh and West Bengal and in the remaining States 

it was below 3%. As regards primary balance, it is evident that during 1990-91, all the 

States except Mizoram were in primary deficit. However, in the year 1994-95, Bihar, 

Goa, Jammu & Kashmir, and Meghalaya were in primary surplus. In case of Andhra 

Pradesh, Arunachal Pradesh, Himachal Pradesh, Mizoram, Nagaland, Rajasthan and 

Sikkim, the primary deficit to GSDP ratio worsened during 1994-95 in comparison with 

1990-91. 

(vi) Debt servicing and debt stock 

Debt sustainability is linked to ability of a State to service it comfortably. As debt stock 

increases the interest payment burden increases. The indicators used to have an idea 

about sustainability are the ratio of interest payment (IP) to total revenue receipt (TRR) 

and debt stock (DS) to GSDP ratio. Generally, sustainability norms are placed at 20% for 

IP to TRR ratio and 40% for DS to GSDP ratio. 
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Table 8.6: Interest Payment to Total Revenue Receipt and Debt stock to 
GSDP ratio : 1990-91 & 1994-95 	 (Per cent 

S1.No. State 
1990-91 1994-95 

IP/TRR 	DS/GSDP IP/TRR DS/GSDP 
1 Andhra Pradesh 11.02 19.48 14.30 18.87 

Arunachal 
2 Pradesh 4.36 66.93 5.70 63.94 
3 Assam 14.78 39.87 19.90 27.04 
4 Bihar 17.44 34.93 22.96 58.22 
5 Goa 10.62 67.30 12.97 38.13 
6 Gujarat 15.73 22.25 15.26 15.22 
7 Haryana 12.65 20.69 8.28 19.98 
8 Himachal Pradesh 13.70 46.07 17.04 107.87 

Jammu and 
9 Kashmir 18.92 122.94 19.05 60.81 

10 Karnataka 11.19 19.88 12.51 18.24 
11 Kerala 14.17 31.51 17.57 27.67 
12 Madhya Pradesh 11.28 21.41 14.36 24.98 
13 Maharashtra 10.13 15.29 11.66 12.32 
14 Manipur 7.71 43.12 8.75 36.30 
15 Meghalaya 5.07 23.26 8.49 24.14 
16 Mizoram 7.19 35.78 5.53 44.38 
17 Nagaland 10.44 66.87 12.68 49.75 
18 Orissa 16.80 41.55 22.00 35.82 
19 Punjab 16.82 36.33 23.46 35.50 
20 Rajasthan 13.67 27.70 16.39 24.58 
21 Sikkim 6.52 61.11 4.78 55.45 
22 Tamil Nadu 8.95 17.55 11.82 16.27 
23 Tripura 7.71 46.17 10.23 40.35 
24 Uttar Pradesh 15.39 27.38 23.06 28.25 
25 West Bengal 15.26 22.62 19.34 21.05 
26 NCT Delhi 2.96 

It is evident from the table 8.6 that during 1990-91 as regards interest payment, its ratio to 

total revenue receipt was well within the norm of 20% in all the States. During 1994-95, 

the IP to TRR ratio worsened in all the States except Mizoram and Sikkim in comparison 

with 1990-91. In case of Bihar, Orissa, Punjab and Uttar Pradesh, the IP to TRR was 

Goa University 



217 

Inter-State and Inter Period Comparison 

more than 20% during 1994-95 and in the States of Assam, Jammu & Kashmir and West 

Bengal it was very close to 20%. As regards DS to GSDP ratio, during 1990-91, it was 

more than 40% in the States of Arunachal Pradesh, Goa, Himachal Pradesh, Jammu & 

Kashmir, Manipur, Nagaland, Orissa, Sikkim and Tripura. However, during 1994-95, in 

the States of Goa, Manipur and Orissa, the DS to GSDP ratio came below 40%. 

8.3 Period 1995-96 to 1999-2000 

(i) 
	

Revenue Receipt 

It is evident from the table 8.7 that the share of states own tax revenue in the total 

revenue receipt continued to remain low in special category States during the period 

1995-96 to 1999-2000. This may be due to the fact that the special category States 

continued to get higher devolution from Government of India inters of share in central 

taxes and grants-in-aid, which did not put much pressure on the State to raise its own 

resources. Among non-special category States, in the year 1995-96, more than 50% of 

total revenue receipts were accounted for State's Own Tax Revenue in the States of 

Gujarat, Karnataka, Kerala, Maharashtra, Punjab, Tamil Nadu, West Bengal and NCT 

Delhi. However, in the year 1999-2000, in addition to these States Andhra Pradesh and 

Haryana too had more than 50% of their total revenue receipts coming from own tax 

revenues. 
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Table 8.7: Composition of Revenue Receipts 1995-96 & 1999-2000 	(per cent) 
Sl. 

No. State 
1995-96 1999-2000 

SOTR SONTR , SICT GIA SOTR SONTR , SICT GIA 
1 Andhra Pradesh 41.7 16.3 26.0 16.1 53.6 14.5 19.9 12.0 
2 Arunachal Pradesh 1.0 10.8 16.5 71.7 1.4 6.6 33.4 58.7 
3 Assam 20.8 9.9 27.1 42.2 25.3 9.2 29.9 35.6 
4 Bihar 26.7 12.4 47.2 13.6 28.9 14.0 40.5 16.6 
5 Goa 33.2 49.1 8.7 9.0 37.3 51.6 7.8 3.3 
6 Gujarat 62.3 18.7 13.3 5.6 58.7 21.0 12.0 8.3 
7 Haryana 43.3 43.6 7.2 6.0 61.0 21.8 9.1 8.1 
8 Himachal Pradesh 19.5 6.7 22.8 51.0 16.7 28.4 24.8 30.1 
9 Jammu & Kashmir 8.7 4.8 19.7 66.7 10.5 7.4 22.3 59.8 

10 Karnataka 61.7 14.5 16.9 6.9 60.0 12.5 16.5 11.0 
11 Kerala 62.4 9.9 19.1 8.6 65.4 6.7 19.3 8.6 
12 Madhya Pradesh 40.7 20.5 25.4 13.4 43.9 18.7 24.7 12.7 
13 Maharashtra 66.0 16.8 10.1 7.1 68.3 15.6 10.3 5.8 
14 Manipur 4.0 6.6 24.0 65.4 3.7 4.0 36.2 56.0 
15 Meghalaya 9.7 9.8 23.4 57.2 10.9 8.9 36.2 44.0 
16 Mizoram 0.9 7.3 19.7 72.1 1.1 4.3 34.1 60.4 
17 Nagaland 2.7 4.4 25.4 67.6 3.8 4.3 44.4 47.5 
18 Orissa 29.0 16.1 33.0 21.9 29.0 12.2 29.7 29.2 
19 Punjab 51.1 34.3 8.5 6.1 52.9 31.6 8.6 7.0 
20 Rajasthan 35.8 29.6 19.4 15.2 46.3 16.1 22.3 15.3 
21 Sikkim 2.2 66.6 5.5 25.7 2.1 69.0 7.8 21.2 
22 Tamil Nadu 67.5 8.1 17.0 7.4 66.9 8.3 16.3 8.5 
23 Tripura 5.1 4.1 24.4 66.4 7.1 5.3 36.8 50.8 
24 Uttar Pradesh 35.9 15.8 33.1 15.2 43.7 9.4 34.8 12.1 
25 West Bengal 56.0 4.4 27.3 12.2 50.0 5.8 29.2 15.1 
26 NCT Delhi 91.9 2.7 0.0 5.3 80.3 9.3 0.0 10.4 

As regards States Own Non-Tax Revenue, in the year 1995-96, Sikkim had an impressive 

share of 66.6% of total revenue receipt followed by Goa with 49.1%, Haryana 43.3%, 

Punjab 34.3%, Rajasthan 29.6%. Madhya Pradesh 20.5% and all other States being below 

20%. A very high level of non-tax revenue in case of Sikkim may be accounted for 

revenue from lottery business and in case of Goa may be attributable to receipt from sale 

of power. In the year 1999-2000, the share of non-tax revenue in total revenue receipts 

increased further in the States of Sikkim and Goa but declined in the States of Haryana, 
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Punjab, Rajasthan and Madhya Pradesh. In case of Himachal Pradesh, the share of non-

tax revenues improved from 9.7% in 1995-96 to 28.4% in 1999-2000 may be due to 

higher revenue receipts from lottery business. In other States the share of non-tax revenue 

in total revenue receipt continued to remain low during 1999-2000. 

As mentioned already the central devolution continued to remain favourable to special 

category States and BIMARU States among non-special category States. In special 

category states the revenue receipts was mostly accounted for share in central taxes and 

grants in aid from the Government of India both during 1995-96 and 1999-2000. Among 

non-special category States, in the year 1995-96, the highest share in revenue receipts in 

terms of share in central taxes and grants in aid from Government of India was 60.8% in 

Bihar followed by Orissa 54.9%, Uttar Pradesh 48.3%, Andhra Pradesh 42.1%, West 

Bengal 39.5%, Madhya Pradesh 38.8% and Rajasthan 34.6%. The same trend continued 

during 1999-2000 also though there were some variations in the share. 

(ii) 	Capital Receipts 

It is evident from the table 8.8 that during 1995-96 the level of capital receipts remained 

below level in 1990-91 even in absolute terms in the States of Arunachal Pradesh, Goa, 

Himachal Pradesh, Jammu & Kashmir, Manipur and Tripura. This is mainly due to the 

fact that all these States except Himachal Pradesh were in revenue surplus during 1995-

96, which enabled them to borrow less for capital expenditure. This trend continued in 

1999-2000 only in the State of Arunachal Pradesh which was in revenue surplus to meet 

its capital expenditure obligations. In the year 1995-96, there was phenomenal increase in 
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capital receipt in Haryana being 729% over 1990-91, followed by Andhra Pradesh 353%, 

Rajasthan 284%, Maharashtra 218% and the remaining States being below 200%. 

Table 8.8: Capital Receipt Index : 1995-96 & 1999-2000 
Si. Capital receipt index 

No. State 1995-96 	1999-2000 
1 Andhra Pradesh 353 493 
2 Arunachal Pradesh 98 52 
3 Assam 124 179 
4 Bihar 101 350 
5 Goa 74 232 
6 Gujarat 119 347 
7 Haryana 729 473 
8 Himachal Pradesh 11 696 
9 Jammu & Kashmir 54 292 

10 Karnataka 128 367 
11 Kerala 165 520 
12 Madhya Pradesh 136 376 
13 Maharashtra 218 486 
14 Manipur 89 651 
15 Meghalaya 181 476 
16 Mizoram 122 611 
17 Nagaland 170 385 
18 Orissa 149 439 
19 Punjab 124 351 
20 Rajasthan 284 695 
21 Sikkim 133 573 
22 Tamil Nadu 159 405 
23 Tripura 81 360 
24 Uttar Pradesh 167 303 
25 West Bengal 161 620 

However in the year 1999-2000 there has been significance increase in the level of 

revenue receipts in comparison with base year 1990-91 in most of the States, which may 

be attributable to higher level of borrowings by the States as they remained in deficit 

under revenue account. During 1999-2000, even the special category States barring few 
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too showed significant increase in the level of capital receipt in comparison with the base 

year 1990-91. The capital receipt index during 1999-2000 was highest in the State of 

Himachal Pradesh being 696 followed by Rajasthan 695, Manipur 651, West Bengal 620, 

Mizoram 611, Sikkim 573, Kerala 520 and the remaining States being below 500. 

(iii) Revenue Expenditure and Capital Expenditure 

It may be seen from the table 8.9 that the share of revenue expenditure in the total 

expenditure was slightly lower in most of the special category states in comparison with 

non-special category states. In the year 1995-96, the share of revenue expenditure in the 

total expenditure was lowest in Arunachal Pradesh being 63.15% followed by NCT Delhi 

63.60%, Jammu & Kashmir 70.42%, Andhra Pradesh 74.22%, Meghalaya 74.55%, 

Manipur 76.33%, Rajasthan 76.38%, Rajasthan 79.02% and Tripura 79.29%. 

In the year 1995-96, the share of revenue expenditure in total expenditure was the highest 

in Bihar being 89.80% followed by Sikkim 88.79%, Haryana 87.44%, Tamil Nadu 

87.07%, Madhya Pradesh 86.29%, Uttar Pradesh 84.46%, Orissa 84.45%, Kerala 84.17% 

and Goa 83.26%. This trend of very high revenue expenditure share in total expenditure 

was also visible in the year 1999-2000 in most of the States. In the year 1999-2000, the 

share of revenue expenditure in total expenditure increased to as high as 93.24% followed 

by Tamil Nadu 91.61%, Madhya Pradesh 89.86%, Kerala 89.66% and Goa 89.0%. The 

lowest share of revenue expenditure in total expenditure during 1999-2000 was in NCT 

Delhi being 59.59%. 
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Table 8.9: Share of revenue and capital expenditure in total expenditure 
& share of plan capital expenditure in total capital expenditure 

- 1995-96 and 1999-2000 	 (Der cent) 

Si. 1995-96 1999-2000 
No. State RE CE PCAP RE CE ' PCAP 

1 Andhra Pradesh 74.22 25.78 84.09 79.23 20.77 79.22 
2 Arunachal Pradesh 63.15 36.85 96.92 74.77 25.23 93.29 
3 Assam 81.45 18.55 52.70 82.50 17.50 41.70 
4 Bihar 89.80 10.20 46.95 82.51 17.49 57.74 
5 Goa 83.26 16.74 83.40 89.00 11.00 72.92 
6 Gujarat 81.09 18.91 65.69 81.61 18.39 79.00 
7 Haryana 87.44 12.56 82.94 83.17 16.83 74.07 
8 Himachal Pradesh 81.03 18.97 84.18 81.07 18.93 68.56 
9 Jammu & Kashmir 70.42 29.58 77.21 85.19 14.81 83.69 

10 Karnataka 81.50 18.50 74.69 85.48 14.52 70.49 
11 Kerala 84.17 15.83 67.99 89.66 10.34 64.34 
12 Madhya Pradesh 86.29 13.71 80.13 89.86 10.14 69.60 
13 Maharashtra 80.31 19.69 75.38 77.24 22.76 34.23 
14 Manipur 76.33 23.67 92.86 76.24 23.76 89.93 
15 Meghalaya 74.55 25.45 71.09 77.61 22.39 67.11 
16 Mizoram 79.02 20.98 81.65 77.07 22.93 86.54 
17 Nagaland 81.27 18.73 86.17 78.96 21.04 68.62 
18 Orissa 84.45 15.55 66.15 83.59 16.41 50.78 
19 Punjab 80.46 19.54 63.87 85.11 14.89 35.04 
20 Rajasthan 76.38 23.62 85.69 82.61 17.39 60.36 
21 Sikkim 88.79 11.21 91.17 93.24 6.76 86.15 
22 Tamil Nadu 87.07 12.93 50.12 91.61 8.39 93.14 
23 Tripura 79.49 20.51 90.38 82.40 17.60 82.72 
24 Uttar Pradesh 84.46 15.54 53.73 83.05 16.95 51.81 
25 West Bengal 82.08 17.92 70.79 85.98 14.02 65.27 
26 NCT Delhi 63.60 36.40 71.31 59.59 40.41 58.01 

The clear trend emerging in public finance of Indian States is that the revenue receipts 

mostly get consumed for current expenditure and the States resort to borrowing for 

capital expenditure. As borrowing increases the revenue expenditure of the States in 

terms of interest payment also increases. Thus, the States always remain struggling to 

contain revenue deficit and fiscal deficit. In the process the capital formation in public 
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sector severely suffers leading to deteriorating infrastructure due to inadequate funding. 

The low share of capital expenditure in total expenditure is visible in table 8.9 both in 

1995-96 and 1999-2000 may be with marginal variations which may be attributable to the 

level of borrowing and revenue balance position. Although the NCT Delhi had the 

highest share of capital expenditure both in 1995-96 and 1999-2000, the share of plan 

expenditure within capital expenditure had declined from 71.31% in 1995-96 to 58.01% 

in 1999-2000. In the year 1995-96, a significant portion of capital expenditure was 

consumed towards repayment of loans as it is evident from low plan capital expenditure 

in Assam, Bihar, Tamil Nadu and Uttar Pradesh. In addition, worsening of this trend was 

visible in the year 1999-2000 as other States like Maharashtra, Orissa and Punjab also 

had low plan capital expenditure in the total capital expenditure. 

(iv) Transfers from Government of India 

It is clearly evident from table 8.10 that Goa has been receiving lowest growth in transfer 

of resources from Government of India both in terms of share in central taxes as well as 

grants in aid with 1990-91 as base year. In the year 1995-96 Goa had achieved only 33% 

growth in central taxes share over 1990-91 next only to Mizoram which had a growth of 

only 24%. In the year 1995-96, Gujarat had a highest growth of 306% in central taxes 

share over the base year 1990-91 followed by Andhra Pradesh 123%, Karnataka 119%, 

Uttar Pradesh 118%, Bihar 116%, Himachal Pradesh 113% and Kerala 113%, Sikkim 

105%, Madhya Pradesh 101% and the remaining States being below 100%. 
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Table 8.10: Devolution index of Central Taxes and Grants in Aid 
- 1995-96 & 1999-2000 	(Base year 1990-91 = 100 

Si. 
No. State 

Central Taxes Grants in Aid 
1995-96 	1999-2000 1995-96 	1999-2000 

1 Andhra Pradesh 223 291 204 259 
2 Arunachal Pradesh 152 415 232 257 
3 Assam 187 297 241 291 
4 Bihar 216 316 126 261 
5 Goa 133 180 98 54 
6 Gujarat 406 594 163 390 
7 Haryana 194 283 203 316 
8 Himachal Pradesh 213 490 225 281 
9 Jammu & Kashmir 198 379 361 549 

10 Karnataka 219 323 154 371 
11 Kerala 213 316 127 186 
12 Madhya Pradesh 201 299 135 195 
13 Maharashtra 169 264 147 183 
14 Manipur 148 346 186 247 
15 Meghalaya 199 424 179 190 
16 Mizoram 124 326 200 255 
17 Nagaland 160 411 212 218 
18 Orissa 185 252 140 283 
19 Punjab 178 257 174 287 
20 Rajasthan 195 288 136 176 
21 Sikkim 205 466 251 333 
22 Tamil Nadu 180 266 135 239 
23 Tripura 146 339 211 248 
24 Uttar Pradesh 218 324 112 126 
25 West Bengal 193 286 126 216 

In the year 1999-2000, Goa had the lowest growth of 80% over the base year 1990-91 

and the remaining all the States had a growth of above 186% and the highest being 494% 

in Gujarat. It is evident that mostly the special category Stats and the BIMARU states 

had achieved significant growth in the year 1999-2000 over the base year 1990-91 in 

comparison with the rest of the States. 
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As regards transfers from Government of India in terms of grants in aid, Goa has been 

badly hit both in the year 1995-96 as well as 1999-2000 as even in absolute terms the 

level of assistance was much below the base year level. In the year 1995-96, the grants in 

aid received by Goa had declined by 2 percentage points and in 1999-2000 the decline 

was 46 percentage points over the base year 1990-91. On the other hand, the rest of the 

States received significant growth in grants in aid from Government of India during 

1995-96 and 1999-2000. In the year 1995-96, the highest growth of grants in aid over the 

base year was in Jammu & Kashmir being 261% followed by Sikkim 151%, Assam 

141%, Arunachal Pradesh 132%, Himachal Pradesh 125%, Nagaland 112% and Tripura 

111%. In the year 1999-2000, Jammu & Kashmir had the highest growth of 449% in 

grants in aid over the base year followed by Gujarat 290%, Sikkim 233% and Haryana 

216%, 

(v) 	Revenue Deficit/Surplus, Fiscal Deficit and Primary Deficit/Surplus 

It is evident from the table 8.11 that in the year 1995-96 ten States viz. Arunachal 

Pradesh, Goa, Jammu & Kashmir, Karnataka, Manipur, Meghalaya, Mizoram, Sikkim, 

Tripura and NCT Delhi were in Revenue Surplus. As it is evident mostly the special 

category states that receive higher level assistance from Government of India were in 

revenue surplus. Among revenue deficit States, in the year 1995-96, the revenue deficit to 

GSDP ratio was highest in Himachal Pradesh being 6.08% followed by 4.41% in Bihar, 

3.54% in Nagaland, 2.98% in Orissa, 2.20% in Uttar Pradesh and less than 2% in the 

remaining States. 
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Table 8.11: Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to GSDP 
- 1995-96 & 1999-2000 	 (Per cent 

S1.N 
o. State 1995-96 1999-2000 

RD/GS 
DP 

FD/GS 
DP 

PD/GS 
DP 

RD/GS 
DP 

FD/GS 
DP 

PD/GS 
DP 

1 Andhra Pradesh 0.93 3.03 1.11 0.98 3.97 1.50 
Arunachal 

2 Pradesh -25.41 4.10 -0.27 -12.21 3.64 -1.26 
3 Assam 1.03 3.36 0.85 3.43 5.49 2.22 
4 Bihar 4.41 6.42 -0.40 8.40 14.46 7.69 
5 Chhattisgarh 0.00 0.00 0.00 0.00 0.00 0.00 
6 Goa -0.99 2.93 0.22 3.09 5.04 2.41 
7 Gujarat 0.31 2.43 0.58 3.32 6.24 3.66 
8 Haryana 1.43 4.06 1.77 3.80 6.83 2.48 

Himachal 
9 Pradesh 6.08 21.08 9.55 2.11 3.77 -8.11 

Jammu and 
10 Kashmir -9.15 1.19 -4.25 3.88 9.59 3.54 
11 Jharkhand 0.00 0.00 0.00 0.00 0.00 0.00 
12 Karnataka -0.11 2.59 0.73 2.45 4.50 2.38 
13 Kerala 1.04 3.36 0.98 5.80 7.25 4.13 
14 Madhya Pradesh 1.00 3.41 0.99 3.76 5.02 2.28 
15 Maharashtra 0.39 2.63 1.33 1.76 4.81 2.80 
16 Manipur -4.48 6.44 2.89 10.27 23.45 18.74 
17 Meghalaya -5.19 2.60 0.08 -0.48 6.36 3.45 
18 Mizoram -6.65 7.55 3.82 -4.21 12.71 6.06 
19 Nagaland 3.54 12.74 8.36 1.43 9.78 3.37 
20 Orissa 2.98 5.15 1.72 6.65 9.68 6.48 
21 Punjab 1.17 3.53 -0.32 4.47 5.23 0.91 
22 Rajasthan 1.48 5.44 2.83 4.63 6.82 3.23 
23 Sikkim -11.54 7.71 2.13 -0.23 10.97 2.91 
24 Tamil Nadu 0.40 1.61 -0.05 3.48 4.26 2.11 
25 Tripura -6.56 1.48 -2.39 0.50 6.39 2.31 
26 Uttaranchal 0.00 0.00 0.00 0.00 0.00 0.00 
27 Uttar Pradesh 2.20 4.12 0.99 4.39 6.71 2.75 
28 West Bengal 1.69 3.65 1.46 7.32 9.20 5.91 
29 NCT Delhi -1.48 1.96 1.63 -1.42 2.61 1.60 

However, in the year 1999-2000, only five States viz. Arunachal Pradesh, Meghalaya, 

Mizoram, Sikkim and NCT Delhi were in revenue surplus. In most of the States the ratio 
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of revenue deficit to GSDP increased significantly in the year 1999-2000. The State of 

Manipur, which was in revenue surplus in 1995-96, had the highest RD to GSDP ratio of 

10.27% in the year 1999-2000 followed by Bihar 8.40%, West Bengal 7.32%, Orissa 

6.65%, Kerala 5.80%, Uttar Pradesh 4.39% and rest of the States below 4%. 

As regards Fiscal Deficit to GSDP ratio, in the year 1995-96, 17 States viz. Andhra 

Pradesh, Arunachal Pradesh, Assam, Bihar, Haryana, Himachal Pradesh, Kerala, Madhya 

Pradesh, Manipur, Mizoram, Nagaland, Orissa, Punjab, Rajasthan, Sikkim, Uttar Pradesh 

and West Bengal were not in the desired norm of below 3%. The State of Himachal 

Pradesh had the alarming FD/GSDP ratio of 21.08% in the year 1995-96 followed by 

Nagaland 12.74%, Sikkim 7.71%, Mizoram 7.55%, Manipur 6.44% and Bihar 6.42%. 

Further, it is also evident from the table that like RD/GSDP ratio, the FD/GSDP ratio too 

worsened in most of the States in the year 1999-2000. As against 17 States in the year 

1995-96, all the States except NCT Delhi had FD to GSDP ratio of above 3% in the year 

1999-2000. The State of Manipur had the highest FD to GSDP ratio of 23.45% followed 

by Bihar 14.46%, Mizoram 12.71%, Sikkim 10.97%, Nagaland 9.78%, Orissa 9.68%, 

Jammu & Kashmir 9.59%, West Bengal 9.20%, Kerala 7.25%, Haryana 6.83%, 

Rajasthan 6.82% and Uttar Pradesh 6.71%. 

As regards Primary Balance, in the year 1995-96, six States viz. Arunachal Pradesh, 

Bihar, Jammu & Kashmir, Punjab, Tamil Nadu and Tripura were in Primary Surplus. In 

all the States except Himachal Pradesh, Manipur, Mizoram, Nagaland, Rajasthan and 

Sikkim the Primary Deficit to GSDP ratio was more than 2% in the year 1995-96. 

However, in the year 1999-2000, there were only two States viz. Arunachal Pradesh and 
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Himachal Pradesh in primary surplus. The State of Himachal Pradesh had shown marked 

improvement in RD/GSDP ratio, FD/GSDP ratio and PD/GSDP ratio from 1995-96 to 

1999-2000. But, in most of other States the PD/GSDP ratio had worsened in the year 

1999-2000 in comparison with 1995-96. 

(vi) Debt Servicing and Debt Stock 

It is evident from the table 8.12 that in the year 1995-96, the interest payment to total 

revenue receipt ratio was not within the desired norm of 20% in five States viz Bihar, 

Orissa, Punjab, Uttar Pradesh and West Bengal. Mostly the special category States had 

very low IP to TRR ratio in the year 1995-96. The IP/TRR ratio worsened during 1999-

2000 in all the States in comparison with 1995-96. As against five States in the year 

1995-96, in case of 9 States viz Bihar, Gujarat, Haryana, Kerala, Orissa, Punjab, 

Rajasthan, Uttar Pradesh and West Bengal the IP/TRR ratio was not within the desired 

norm of 20%. 

As regards debt stock, in the year 1995-96, in seven States the debt stock to GSDP ratio 

was above the desired norm of 40%. The State of Himachal Pradesh had an alarmingly 

very high DS/GSDP ratio of 123.05% followed by Bihar 67.67%, Arunachal Pradesh 

65.05%, Jammu & Kashmir 56.48%, Sikkim 53.27%, Nagaland 51.85% and Mizoram 

44.50%. It may also be seen that in the year 1995-96 although the IP/TRR ratio was very 

low in case Arunachal Pradesh, Himachal Pradesh, Mizoram, Nagaland and Sikkim, their 

DS/GSDP ratio was much above the desired norm of 40%. Thus, while on the one hand 

these States satisfy the IP/TRR ratio norm, their debt stock to GSDP norm indicates 
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vulnerability. Therefore, interest payment to total revenue receipt alone may not be 

sufficient indicator of debt sustainability. 

Table 8.12: Interest Payment to Total Revenue Receipt and Debt stock to 
GSDP ratio : 1995-96 & 1999-2000 (Per cent) 

SI.No. 
1995-96 1999-2000 

State IP/TRR DS/GSDP IP/TRR DS/GSDP 
1 Andhra Pradesh 15.48 18.99 18.45 23.25 
2 Arunachal Pradesh 5.62 65.05 7.82 55.58 
3 Assam 14.44 28.13 19.74 29.30 
4 Bihar 22.60 67.67 22.75 67.13 
5 Goa 10.99 35.16 14.51 28.41 
6 Gujarat 15.54 15.48 20.20 21.11 
7 Haryana 11.08 23.80 23.54 37.00 
8 Himachal Pradesh 16.27 123.05 16.08 128.74 
9 Jammu and Kashmir 13.52 56.48 15.32 55.46 

10 Karnataka 12.26 17.60 15.59 19.72 
11 Kerala 17.04 26.14 24.58 32.26 
12 Madhya Pradesh 13.39 25.75 16.20 29.64 
13 Maharashtra 12.41 11.58 19.33 15.75 
14 Manipur 8.33 34.91 12.34 50.86 
15 Meghalaya 7.37 21.65 10.14 26.57 
16 Mizoram 5.56 44.50 9.82 62.67 
17 Nagaland 10.17 51.85 14.26 64.55 
18 Orissa 23.89 34.61 21.03 47.29 
19 Punjab 28.73 35.30 35.31 38.75 
20 Rajasthan 16.17 25.77 28.86 33.97 
21 Sikkim 3.08 53.27 4.49 80.33 
22 Tamil Nadu 12.20 16.05 16.61 18.87 
23 Tripura 9.46 37.02 12.87 39.17 
24 Uttar Pradesh 21.85 28.21 30.49 36.27 
25 West Bengal 21.91 20.85 40.83 29.18 
26 NCT Delhi 4.09 5.26 12.42 10.32 

It is further evident from the table that in the year 1999-2000 the DS/GSDP ratio 

worsened in most of the States in comparison with 1995-96. In nine States the DS/GSDP 

ratio was above the desired norm of 40% in the year 1999-2000. The DS/GSDP ratio 
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was highest in Himachal Pradesh with 128.74% followed by 80.33% in Sikkim, Bihar 

67.13%, Nagaland 64.55%, Mizoram 62.67%, Arunachal Pradesh 55.58%, Jammu & 

Kashmir 55.46%, Manipur 50.86% and Orissa 47.29%. 

8.4 Period 2000-01 to 2006-07 

(i) 	Revenue Receipts 

It is evident from the table 8.13 that in the year 2000-01, the share of States own tax 

revenue was more than 50% in nine States. It was highest in NCT Delhi with 80.80% 

followed by Kerala 67.20%, Tamil Nadu 67.10%, Maharashtra 66.70%, Haryana 65.60%, 

Karnataka 61.0%, Gujarat 57.5%, Andhra Pradesh 54.2% and Punjab 52.2%. However, 

in most of the special category States mainly in North-Eastern States the share of States 

own tax revenue continued to remain very low as they were mostly dependent on central 

assistance in the form of share in central taxes and grants in aid. In the year 2006-07, in 

spite of the fact that the State's Own Tax Revenue in absolute terms had increased 

significantly due to introduction of Value Added Tax from 1-4-2005, there was only 

marginal change visible in its share in the total revenue receipt in almost all the States. 

However, Goa was an exception where there was substantial increase in the share of Own 

Tax Revenue from 34.7% in 2000-01 to 49.5% in the year 2006-07 and in case of Bihar 

there was considerable decline in the share from 25.8% to 17.5% during the same period. 
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Table 8.13: Composition of Revenue Receipts 2000-01 & 2006-07 	(per cent) 

Sl. 
No. State 

2000-01 2006-07 
SOTR SONTR SICT GIA SOTR SONTR SICT GIA 

1 Andhra Pradesh 54.2 14.1 20.4 11.3 54.1 14.7 20.0 11.2 
2 Arunachal Pradesh 2.2 6.6 12.0 79.2 3.0 11.5 13.4 72.1 
3 Assam 25.1 9.3 29.8 35.8 25.5 13.6 28.5 32.4 
4 Bihar 25.8 7.1 57.7 9.4 17.5 2.2 57.6 22.7 
5 Chhattisgarh 39.8 15.3 27.1 17.8 44.1 12.7 27.9 15.3 
6 Goa 34.7 53.7 7.1 4.5 49.5 35.2 12.0 3.4 
7 Gujarat 57.5 21.3 10.0 11.2 59.6 16.0 14.3 10.2 
8 Haryana 65.6 21.9 5.2 7.3 60.9 25.6 7.2 6.3 
9 Himachal Pradesh 23.9 5.8 10.8 59.4 21.1 17.1 8.0 53.8 

10 Jammu & Kashmir 13.8 4.4 11.9 69.9 15.9 5.0 12.4 66.7 
11 Jharkhand 30.8 14.1 37.6 17.4 
12 Karnataka 61.0 11.2 17.4 10.4 62.0 10.9 14.3 12.8 
13 Kerala 67.2 7.5 18.2 7.1 65.7 5.2 17.7 11.5 
14 Madhya Pradesh 41.3 12.6 35.0 11.1 40.8 10.3 31.5 17.4 
15 Maharashtra 66.7 18.9 9.4 4.9 64.5 12.1 9.7 13.8 
16 Manipur 4.7 4.0 15.7 75.7 4.3 6.3 15.2 74.2 
17 Meghalaya 10.5 7.7 14.5 67.4 14.2 8.6 20.9 56.3 
18 Mizoram 1.7 4.9 10.6 82.8 3.5 6.8 14.6 75.2 
19 Nagaland 4.0 3.1 5.8 87.1 4.3 3.3 11.4 81.0 
20 Orissa 31.6 9.9 37.7 20.7 33.6 14.4 34.5 17.5 
21 Punjab 52.2 31.3 7.7 8.8 53.7 23.7 9.3 13.3 
22 Rajasthan 42.7 13.6 22.9 20.8 45.4 13.4 26.4 14.8 
23 Sikkim 7.6 33.5 8.3 50.5 8.2 51.3 10.5 30.0 
24 Tamil Nadu 67.1 9.3 15.2 8.4 67.9 8.4 15.6 8.1 
25 Tripura 7.7 5.8 14.4 72.1 10.3 2.8 15.5 71.4 
26 Uttaranchal 32.0 6.8 12.9 48.3 34.1 8.8 15.4 41.8 
27 Uttar Pradesh 44.4 7.9 36.6 11.2 38.0 10.8 38.3 13.0 
28 West Bengal 40.7 8.4 29.2 21.7 45.3 4.8 32.9 17.0 
29 NCT Delhi 80.8 10.1 0.0 9.1 83.3 12.0 0.0 4.7 

As regards State's Own Non Tax Revenue, it may be seen that in the year 2000-01 only 

in case of Goa the share of State's Own Non Tax Revenue to Total Revenue was more 

than 50%. This was followed by Sikkim 33.5%, Punjab 31.3% and the remaining States 
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had much low share. Mostly, the special category states and the BIMARU states had 

very low share of non-tax revenue in the total revenue receipts. However, in the year 

2000-01 the share of State's Own Non-Tax revenue in the total revenue receipt in case of 

Sikkim increased to 51.3% and in case of Goa it declined to 35.2%. In other States 

though there was either increase or decrease in the share it remained low. 

As regards the share in central taxes, it appears the devolution formula remained 

favourable to the BIMARU States. In the year 2000-01, the share of central taxes to total 

revenue receipts was highest in Bihar being 57.7% followed by Orissa 37.7%, Uttar 

Pradesh 36.6%, Madhya Pradesh 35.0% and Assam 29.8%. The same trend was visible in 

the year 2006-07 with marginal variations. It is clearly evident from the table that the 

Special Category States, mainly the North Eastern States were mostly dependent on 

Grants in Aid from Government of India. In the year 2000-01, the share of Grants in Aid 

in the total revenue was as high as 87.1% in Nagaland followed by Mizoram 82.8%, 

Arunachal Pradesh 79.2%, Manipur 75.7%, Tripura 72.1%, Jammu & Kashmir 69.9%, 

Meghalaya 67.4%, Himachal Pradesh 59.4% and Sikkim 50.5%. In the year 2006-07 the 

trend remained more or less similar though there was slight decline in the share in some 

States. 

(ii) 	Capital Receipts 

It may be seen from the table 8.14 that in the year 2000-01 the capital receipt had grown, 

over the base year 1990-91, by over 27 times in Sikkim, over 5 times in Andhra Pradesh, 

Himachal Pradesh, Meghalaya, Mizoram and West Bengal, over 4 times in Gujarat, 
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Maharashtra and Rajasthan, over 3 times in Kerala and in the remaining Stats two times 

and below. As most of the States were in revenue deficit, the entire capital receipts 

accounted for borrowing by the States to meet the revenue deficit gap and capital 

expenditure. 

Table 8.14: Capital Receipt Index : 2000-01 & 2006-07 
SI. 

No. State 
Capital receipt index 

2000-01 2006-07 
1 Andhra Pradesh 659 1074 

Arunachal 
2 Pradesh 356 419 
3 Assam 193 154 
4 Bihar 357 206 
5 Chhattisgarh 
6 Goa 294 475 
7 Gujarat 525 444 
8 Haryana 470 893 
9 Himachal Pradesh 648 554 

Jammu & 
10 Kashmir 325 322 
11 Jharkhand - 
12 Karnataka 369 593 
13 Kerala 421 611 
14 Madhya Pradesh 283 467 
15 Maharashtra 561 656 
16 Manipur 235 816 
17 Meghalaya 659 585 
18 Mizoram 602 489 
19 Nagaland 260 377 
20 Orissa 367 293 
21 Punjab 342 329 
22 Rajasthan 549 705 
23 Sikkim 2852 518 
24 Tamil Nadu 439 772 
25 Tripura 349 276 
26 Uttaranchal 
27 Uttar Pradesh 369 560 
28 West Bengal 669 715 
29 NCT Delhi 
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However, in the year 2006-07 the trend had somewhat reversed. In 11 states the capital 

receipt index had actually declined in comparison with 2000-01 and in other there was 

increase mostly it was marginal. This was mainly due to the fact that in the year 2006-07 

majority of them were in revenue surplus mainly due to buoyancy in revenue collection 

from VAT. This may also be attributable to the Fiscal Responsibility and Budget 

Management legislation enacted by the States as per the recommendations of Twelfth 

Finance Commission to avail the benefit debt relief and debt waiver. 

(iii) Revenue Expenditure and Capital Expenditure 

It is evident from the table 8.15 that during 2000-01, in all the States except Arunachal 

Pradesh, Haryana, Meghalaya, Orissa and NCT Delhi the share of revenue expenditure in 

the total expenditure was over 80%. Kerala had the highest revenue expenditure share of 

90.34% and the lowest was in NCT Delhi being 50.21%. However, in the year 2006-07 

the share of revenue expenditure in the total expenditure declined to considerable extent 

in most of the States in comparison with 2000-01. This decline may be on account of 

higher level of capital expenditure consequent to revenue surplus position attained by 

most of the States. 
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Table 8.15: Share of revenue and capital expenditure in total expenditure 
& share of plan capital expenditure in total capital expenditure 

- 2000-01 and 2006-07 	 (per cent) 

Si. 2000-01 2006-07 
No. State RE CE 	, PCAP RE CE PCAP 

1 Andhra Pradesh 82.04 17.96 66.93 73.15 26.85 66.35 
2 Arunachal Pradesh 75.31 24.69 88.80 68.09 31.91 66.05 
3 Assam 84.09 15.91 51.12 84.96 15.04 72.98 
4 Bihar 84.65 15.35 54.24 75.86 24.14 45.14 
5 Chhattisgarh 84.08 15.92 73.53 73.41 26.59 92.12 
6 Goa 87.12 12.88 76.81 77.71 22.29 88.52 
7 Gujarat 81.11 18.89 69.80 74.57 25.43 78.66 
8 Haryana 78.41 21.59 55.15 83.32 16.68 76.96 
9 Himachal Pradesh 82.34 17.66 57.97 75.75 24.25 43.60 

10 Jammu & Kashmir 85.39 14.61 69.59 72.57 27.43 89.55 
11 Jharkhand 71.44 28.56 83.86 
12 Karnataka 84.85 15.15 73.49 75.84 24.16 81.86 
13 Kerala 90.34 9.66 59.90 89.92 10.08 52.43 
14 Madhya Pradesh 88.55 11.45 71.31 74.01 25.99 65.19 
15 Maharashtra 88.61 11.39 84.67 80.94 19.06 61.78 
16 Manipur 81.88 18.12 58.11 66.60 33.40 75.65 
17 Meghalaya 75.81 24.19 80.01 82.20 17.80 76.23 
18 Mizoram 86.90 13.10 124.90 74.82 25.18 78.19 
19 Nagaland 82.54 17.46 120.26 72.03 27.97 80.57 
20 Orissa 79.92 20.08 49.20 81.53 18.47 41.36 
21 Punjab 83.01 16.99 37.10 68.09 31.91 30.44 
22 Rajasthan 85.95 14.05 65.74 78.33 21.67 71.94 
23 Sikkim 80.58 19.42 82.07 83.76 16.24 89.19 
24 Tamil Nadu 89.01 10.99 81.27 74.81 25.19 47.60 
25 Tripura 81.22 18.78 82.89 75.19 24.81 80.83 
26 Uttaranchal 82.29 17.71 69.09 76.06 23.94 84.17 
27 Uttar Pradesh 84.60 15.40 60.84 74.28 25.72 71.95 
28 West Bengal 82.66 17.34 71.87 82.91 17.09 46.04 
29 NCT Delhi 50.21 49.79 58.77 0.00 100.00 56.02 

As regards capital expenditure, it may be noted that in the year 2000-01 though Delhi had 

nearly 50% share in capital expenditure mast of which was spent on repayment of loans. 

Similar was the trend in Uttar Pradesh, Punjab, Orissa, Manipur, Kerala, Himachal 

Pradesh, Haryana, Bihar and Assam. Although, the share of capital expenditure in total 
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expenditure improved in the year 2006-07 the share of plan expenditure in the capital 

expenditure declined in many States. This indicates that the debt stock and increasing 

loan repayment liability of the States has been exerting pressure on the capital 

expenditure mainly on availability of resources for capital expenditure under plan. 

(iv) Transfers from Government of India 

As regards the share in central taxes, it is evident from the table 8.16 that the growth 

during 2000-01 in comparison with the base year 1990-91 was much low in case of 

special category States mainly in North Eastern States. This means that the Finance 

Commission Formula, i.e. Eleventh Finance Commission Formula had not given any 

special emphasis on special category States. In case of Mizoram and Nagaland the 

devolution index during 2000-01 was below 100, which indicate that even in absolute 

terms the share in central taxes received by these two States was much lower than they 

received in the year 1990-91. On the other hand the BIMARU States relatively had 

higher level of devolution index during 2000-01. However, in the 2006-07, there was 

tremendous increase in devolution index over the base year mainly on account of two 

reasons viz the horizontal and vertical devolution formula adopted by the Twelfth 

Finance Commission was favourable to the States and there was significant growth in 

collection of central taxes including service tax component, which significantly improved 

the share in central taxes devolved to the States. However, even in 2006-07, though there 

was improvement in the devolution index in special category States the index still 

remained much below in comparison with other with other States. But, in comparison 
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with 2000-01 the growth in the devolution index in case of special category States was 

much higher in comparison with non-special category States. 

Table 8.16: Devolution index of Central Taxes and Grants in Aid 
- 2000-01 & 2006-07 	(Base year 1990-91 =100 

Si. 
No. State 

Central Taxes Grants in Aid 
2000-01 	, 2006-07 2000-01 : 2006-07 

1 Andhra Pradesh 347 773 284 640 
2 Arunachal Pradesh 141 423 327 804 
3 Assam 344 800 341 748 
4 Bihar 407 823 134 657 
5 Chhattisgarh 
6 Goa 198 585 89 117 
7 Gujarat 561 1579 598 1069 
8 Haryana 186 697 325 775 
9 Himachal Pradesh 176 335 454 1057 

10 Jammu & Kashmir 199 458 632 1330 
11 Jharkhand 
12 Karnataka 390 814 404 1258 
13 Kerala 326 660 168 570 
14 Madhya Pradesh 439 743 177 521 
15 Maharashtra 281 609 184 1076 
16 Manipur 146 389 325 874 
17 Meghalaya 204 556 350 553 
18 Mizoram 88 289 304 655 
19 Nagaland 67 256 497 903 
20 Orissa 375 896 235 521 
21 Punjab 290 631 457 1237 
22 Rajasthan 374 891 302 445 
23 Sikkim 285 885 453 660 
24 Tamil Nadu 278 638 266 574 
25 Tripura 151 331 401 807 
26 Uttaranchal 
27 Uttar Pradesh 392 1007 134 380 
28 West Bengal 406 815 443 615 
29 NCT Delhi 

As regards Grants in Aid, Goa continued to receive very low level of assistance which 

may be attributable to the highly unfavourable Gadgil Mukherjee formula. In the year 
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2000-01, the grants in aid received by even in absolute terms was much lower than the 

grants received by it in the year 1990-91, Surprisingly, even the BIMARU States the 

growth in Grants in Aid in the year 2000-01 in comparison with base year was much 

lower than other States. The Special Category States had a relatively higher level of 

devolution index of grants in aid in the year 2000-01. In the year 2006-07, there was 

significant growth in the devolution index over the base year in almost all the States 

which may be partly attributable higher level of grants in aid awarded by the Twelfth 

Finance Commission for specific purposes and flagships programmes launched by the 

Government of India. But, the grants-in-aid received by Goa even in the year 2006-07 

still remained low as it visible from a very low devolution index. 

(v) 	Revenue Deficit/Surplus, Fiscal Deficit and Primary Deficit/Surplus 

It may be seen from the table 8.17 that in the year 2000-01, six States viz Arunachal 

Pradesh, Chattisgarh, Meghalaya, Sikkim, Uttaranchal and NCT Delhi were in revenue 

surplus. The Revenue Deficit to GSDP ratio, in the year 2000-01 was highest in 

Himachal Pradesh being 24.54% followed Mizoram 10.93%, Jammu & Kashmir 8 53%, 

Bihar 6.30%, Gujarat 5.81% and West Bengal 5.42%. However, in the year 2006-07 all 

the States except Jharkhand, Kerala, Punjab and West Bengal were in revenue surplus. As 

mentioned earlier this revenue surplus position was on account of buoyancy in tax 

collection in the States mainly VAT and higher level of devolution as per the Twelfth 

Finance Commission award. 
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Table 8.17: Ratio of Revenue Deficit, Fiscal Deficit and Primary Deficit to GSDP 
- 2000-01 and 2006-07 	 (per cent 

SI.N 
o. 

State 
2000-01 2006-07 

RD/GS 
DP 

FD/GS 
DP 

PD/GS 
DP 

RD/GS 
DP 

FD/GS 
DP 

PD/GS 
DP 

1 Andhra Pradesh 2.57 5.21 2.51 -1.04 2.10 -0.61 
Arunachal 

2 Pradesh -2.91 11.78 5.01 -20.44 -3.12 -8.65 
3 Assam 2.48 4.89 2.14 -3.47 -1.11 -3.49 
4 Bihar 6.30 10.40 5.34 -2.52 3.05 -0.40 
5 Chhattisgarh -1.10 -0.19 -1.36 -4.12 -0.05 -1.65 

6 Goa 2.94 5.36 2.61 -0.97 3.35 0.41 

7 Gujarat 5.81 7.36 4.48 -0.95 3.04 -0.69 
8 Haryana 1.82 6.79 2.32 -1.73 -1.28 -3.74 

Himachal 
9 Pradesh 24.54 34.02 19.30 -0.67 3.25 -2.64 

Jammu and 
10 Kashmir 8.53 14.69 8.96 -6.59 5.04 0.90 
11 Jharkhand 0.00 0.00 0.00 1.74 8.39 7.15 
12 Karnataka 1.78 4.04 1.75 -2.21 2.49 0.24 

13 Kerala 4.51 5.56 2.32 1.85 2.68 -0.26 
14 Madhya Pradesh 1.79 3.68 0.41 -2.60 2.15 -0.99 
15 Maharashtra 3.28 3.76 1.57 -0.16 2.27 -0.02 
16 Manipur 2.96 8.03 1.96 -8.38 8.89 3.48 
17 Meghalaya -1.41 6.70 3.65 -3.38 1.08 -1.84 

18 Mizoram 10.93 21.22 15.49 -8.44 6.40 -1.27 
19 Nagaland 0.01 9.75 4.48 -9.70 2.75 -2.19 
20 Orissa 4.96 8.57 2.68 -2.48 -0.90 -4.40 

21 Punjab 3.54 5.91 2.36 1.92 4.81 0.25 
22 Rajasthan 3.33 5.46 1.23 -0.55 3.39 -1.48 
23 Sikkim -10.23 5.20 -2.90 -11.06 4.69 -0.87 
24 Tamil Nadu 2.44 3.60 1.38 -1.01 1.51 -0.59 

25 Tripura 1.82 8.45 4.16 -8.28 -1.27 -5.05 

26 Uttaranchal -0.09 1.11 0.32 -3.02 2.98 -0.26 

27 Uttar Pradesh 3.63 5.88 1.57 -2.08 4.07 -0.37 

28 West Bengal 5.42 7.81 4.05 4.03 5.53 0.27 

29 NCT Delhi -2.79 2.57 1.42 -4.96 0.46 -2.01 

As regards Fiscal Deficit to GSDP ratio, in the year 2000-01, all the States except 

Chhattisgarh, Uttaranchal and NCT Delhi the level of borrowing remained higher and the 
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ratio was not within the desired norm of 3%. The ratio was as high as 34.02% in 

Himachal Pradesh followed by Mizoram 21.22%, Jammu & Kashmir 14.69%, Arunachal 

Pradesh 11.78%, Bihar 10.40%, Nagaland 9.75%, Orissa 8.57%, Tripura 8.45% and Uttar 

Pradesh 7.81%. However, this ratio improved significantly in the year 2006-07 in most 

of the States. Out of 29 States only 13 States were not within the desired norm of 3%. 

Even those States which were not within the desired norm also were marginally above 

3%. This was basically due to impressive revenue surplus position attained by the States 

which less borrowing to meet capital expenditure. Moreover, the States were bound by 

the FRBM legislation to achieve the FD/GSDP target of 3%. 

As regards Primary Balance, it is evident that in the year 2000-01 only two States viz 

Chhatisgarh and Sikkim were in Primary Surplus and all the remaining States were in 

primary deficit. The primary deficit to GSDP ratio was highest in Himachal Pradesh 

being 19.30% followed by Mizoram 15.49%, Jammu & Kashmir 8. 96%, Bihar 5.34% 

and Arunachal Pradesh 5.01%. However, the Primary Balance position improved 

significantly in the year 2006-07. In the year 2006-07, out of 29 States 22 States were in 

Primary Surplus. The State of Jharkand had a very high PD/GSDP ratio of 7.15% 

followed by Manipur 3.48% and in the the remaining 5 States it was less than 1%. 

(vi) Debt Servicing and Debt Stock 

It is evident from the table 8.18 that in the year 2000-01, in 9 States viz Bihar, Haryana, 

Himachal Pradesh, Kerala, Orissa, Punjab, Rajasthan, Uttar Pradesh and West Bengal 

interest payment to total revenue receipt ratio was above the desired norm of 20%. 
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However, in the year 2006-07 this ratio improved in most of States. T he IP/TRR ratio of 

36.15% was the highest among all the States in the year 2000-01, which increased to 

42.12% in the year 2006-07. 

Table 8.18: Interest Payment to Total Revenue Receipt and Debt stock to 
GSDP ratio : 2000-01 & 2006-07 	 (Per cent) 

SI.No. State 
2000-01 2006-07 

IP/TRR 	DS/GSDP IP/TRR 	DS/GSDP 
1 Andhra Pradesh 19.47 25.44 16.45 40.92 
2 Arunachal Pradesh 12.57 54.57 7.25 77.82 
3 Assam 15.35 32.40 11.09 30.37 
4 Bihar 20.85 72.00 14.80 50.38 
5 Chhattisgarh 15.30 0.00 8.96 21.75 
6 Goa 14.31 29.33 16.36 39.98 
7 Gujarat 19.90 27.46 22.36 48.44 
8 Haryana 22.69 39.50 12.62 31.12 
9 Himachal Pradesh 26.21 145.17 21.30 63.76 

10 Jammu and Kashmir 15.56 59.39 10.03 68.11 
11 Jharkhand 0.00 7.66 34.08 
12 Karnataka 16.11 21.20 11.27 28.99 
13 Kerala 25.86 34.27 23.04 36.69 
14 Madhya Pradesh 17.64 35.65 15.68 42.10 
15 Maharashtra 17.67 18.71 18.74 31.37 
16 Manipur 16.95 57.95 10.09 83.02 
17 Meghalaya 10.04 28.08 9.48 40.51 
18 Mizoram 12.22 62.18 11.63 110.99 
19 Nagaland 13.66 51.86 10.10 59.13 
20 Orissa 33.13 56.72 17.68 45.68 
21 Punjab 24.99 42.16 24.72 55.95 
22 Rajasthan 26.93 38.79 22.28 60.86 
23 Sikkim 9.12 75.28 5.43 67.78 
24 Tamil Nadu 17.05 20.33 13.46 25.88 
25 Tripura 13.80 41.94 11.64 54.14 
26 Uttaranchal 10.53 0.00 13.07 44.77 
27 Uttar Pradesh 30.13 38.37 17.29 71.07 
28 West Bengal 36.15 33.78 42.12 59.72 
29 NCT Delhi 13.17 11.23 18.12 28.57 
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In spite of low IP/TRR ratio the Debt Stock to GSDP ratio remained very high in many 

states. In the year 2000-01, the Debt Stock to GSDP ratio was above the desired norm of 

40% in 11 States. The ratio was highest in Himachal Pradesh being 145.17%, followed 

by Sikkim 75.28%, Bihar 72.0%, Mizoram 62.18%, Jammu & Kashmir 59.39%, Manipur 

57.95%, Orissa 56.72%, Arunachal Pradesh 54.57% and Nagaland 51.86%. In spite of 

improvement in IP/TRR ratio in the year 2006-07, the Debt Stock to GSDP ratio 

worsened in most of the States. This may be attributable to higher rate of growth in net 

addition to debt stock every year in comparison with GSDP growth rate. As against 11 

States in the year 2000-01, 19 States were not within the desired DS/GSDP norm of 40% 

in the year 2006-07. In the year 2006-07, the DS to GSDP ratio was the highest in 

Mizoram being 110.99% followed by Manipur 83.02%, Arunachal Pradesh 77.82%, 

Uttar Pradesh 71.07%, Jammu & Kashmir 68.11%, Sikkim 67.78%, Himachal Pradesh 

63.76%, Rajasthan 60.86% and West Bengal 59.72%. It appears, it is very difficult give a 

definite conclusion on debt sustainability based on IP/TRR ratio and DS/GSDP ratio. 

Therefore, debt sustainability issues and methodology have been dealt with in detail in a 

separate chapter. 
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CHAPTER NINE 

SUMMARY AND CONCLUSION 

9.1 Summary and Conclusion 

The fundamentals of the economy of the State of Goa are quite strong in terms of 

production, consumption, exchange and distribution. The State has very high GDP with 

high per capita income. The contribution of production sectors viz manufacturing and 

mining in the GDP is very high. The secondary sector alone contributes nearly 40% of 

the income in the State's GDP. Mining, mainly iron ore mining, is a major economic 

activity with an annual export of nearly Rs.15,000 crores from Mormugao Port. Though 

the mining sector has created significant employment opportunities, it has led to 

environmental degradation to considerable extent. Tourism has created multiplier effect 

in the economy across the sectors and has led to employment generation, high level of 

consumption, and revenue generation to the state treasury and foreign exchange earnings. 

The tertiary sector has grown substantially with significant growth in trade, commerce 

and financial services. The banking sector has witnessed a significant growth in terms of 

a very high per capita deposit. The State has excellent of human development indicators 

in terms of low birth, death, infant mortality and maternal mortality rates etc. The State 

has basic infrastructure in all the sectors of the economy viz. Power, Transport, 

Communication, Water Supply, Health and Education. 

The strong fundamentals of the economy alone are not sufficient for the State to leapfrog 

to the next stage of development. There is a need to take stock of current level of 

development and identify the areas for specific attention of the Government. This study 
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has exactly done this exercise in terms of revenue receipts and expenditure levels, debt 

sustainability, extent of subsidies in the State's budget, an evaluation of policies and 

practices being followed by the Government, the level of development in Goa viz —a- viz 

other States and an inter State and inter period comparison of fiscal indicators. 

The strong economic fundamentals are also visible in the buoyancy estimates of State's 

Own Tax and Non-Tax revenues calculated using Log Linear model. F-Statistic indicates 

high level of statistical significance in respect of all the sources of revenue receipt except 

Interest Receipt/Dividend and Grants in Aid from Government of India. The buoyancy 

estimates from log-linear model reveal that the buoyancy rate was more than 'unity' in 

case of State's Own Tax and Non-Tax Revenues except for State Excise, Land Revenue, 

Interest Receipt/Dividend and Non-Tax Revenue from General Services. The State may 

augment revenue collection from State Excise probably by revising the excise duty 

structure which is presently quite below in comparison with rest of the States and also by 

plugging possible leakage in revenue collection. Land being precious resource, there is a 

need to explore taxing people owning non-agricultural land either in the form of land 

revenue tax or in some other form. Collection of huge arrears under Sales Tax/VAT, 

Electricity and Water Supply will fetch additional revenue to the Government. 

Government may have to put in place effective mechanism to ensure that such 

accumulation of revenue arrears will get minimized in the future. While small consumers 

may be offered with a reasonable one time settlement scheme major defaulters are to be 

dealt with sternly accordingly the law. Powers under the Revenue Recovery Code are 

presently vested with the Mamlatadars and the cases remain unresolved for many years as 

the Mamlatdars hardly get time to give priority for this work due to their busy schedule. 
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Therefore, Government may consider notifying the officers from respective departments 

to exercise the powers under the revenue recovery code to expedite speedy recovery of 

arrears. Government has to take advantage of technology advancement and introduce 

state-of-the-art technology in power and water supply sector for consumption reading, 

billing and collection of revenue. 

As the share capital investment made in the State Owned PSUs is not yielding any return, 

it is necessary that Government has to be more practical and professional in making share 

capital investment in PSUs and other institutions. Government has to make a professional 

assessment of performance, viability and socio economic contribution of State PSUs and 

take decisions as regards their continuation, merger or closure as the case may be. An 

MOU kind of arrangement can be evolved with the PSUs by clearly defining the 

performance standards and outcomes and the Government support can be made 

conditional to achieving the milestones envisaged under the MOU. Government of Goa 

is not getting adequate central grants and share in central taxes in spite of its substantial 

contribution to the Government of India. Therefore, the State has to make a strong case 

before Government of India to suitably dovetail incentive mechanism in the devolution 

formula. 

Increasing trend of non-development expenditure mainly the growing salaries, interest 

payment and pension liability is a cause for concern. The ratio of population to 

Government employees in Goa is one of the highest in the country. Therefore, there is a 

need to make professional assessment manpower requirement in various departments so 

as to right size the strength of Government employees. There is also a need to clearly 

define roles and responsibilities of employees at each level of hierarchy so as bring the 
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element of efficiency and accountability in the administration. Therefore, Government 

may consider setting up of an Administrative Reforms Commission comprising 

professionals with adequate powers and responsibilities so as to make specific 

recommendations to the Government in this regard. Towards managing pension liability 

of existing employees Government may consider setting up of a pension liability fund 

and contribute a portion of its revenue every year to the said fund. The State has to 

manage its finances professionally towards long term debt sustainability towards 

achieving the targets set under FRBM 2006 so that interest payment liability will be 

under check. Emphasis has to be on meeting the fiscal targets envisaged under FRBM 

and maintaining the same for a longer period. 

Cost and time overruns in implementation of projects is another cause for concern. The 

Government can save money if projects are implemented in time. There is a need to 

introduce PERT and CPM techniques in execution of various developments works and 

accountability has to be fixed on the executing officers. This will not only save huge 

money to the Government but will also ensure early completion of projects. Government 

has to come out with an appropriate infrastructure policy may be in the form of an Act so 

that there is no overlap in the jurisdiction of different agencies in implementation of 

various development works. Emphasis has to be laid on implementing projects under 

Public Private Partnership format so as bring private investment in the development 

process. 

Increasing non-merit subsidies need to be addressed by tapping various sources of user 

charges. Although the power sector has been generating surplus, the recovery rate has 

declined in the year 2006-07 over 2002-03. Government can improve revenue collection 
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by introducing modern technology for consumption reading, billing and revenue 

collection. Under the water supply sector the corroded distribution network has to be 

changed. User charges under different sectors are to be revised at regular intervals so as 

to recover the cost to the extent possible. 

It is evident that there is no monitoring mechanism in place to implement various State 

policies leading to inordinate delays in achieving the goals. A very strong and effective 

mechanism has to be put in place with responsibility and accountability by clearly 

defining the goalposts. It is in the interest of the State to transfer powers, functions and 

finances to the local bodies as envisaged under the 73 rd  and 74th  constitutional 

amendment at the earliest. There is major imbalance in population density between 

coastal bound talukas and hinter lands. There is a need to study the carrying capacity of 

coastal areas and emphasis has to be on taking tourism to hinterlands. Declining sex ratio 

is a major concern for the State and therefore there is a need to make professional studies 

in this regard for taking appropriate corrective measures. Land Acquisition Act may be 

amended so that proper guidelines are put in place in acquiring land for public projects. 

Acquisition of agriculture and forests lands need to disallowed and may be allowed in 

extreme circumstances having high priority national interest. Land owners are to be given 

compensation at market rate so that growing public opposition can be tackled. 

Implementation of Industrial Policy and IT policy are to be monitored so as to achieve 

the objectives envisaged therein. If industrial development is affected by the Government 

of India incentives in some States, then Government may consider evolving its own 

incentive scheme linking it to additional revenue generation from such industries. The 

incentive mechanism can be evolved in such a way that the implications will be revenue 
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neutral by allowing incentive to the extent of their tax contribution. Government has to 

consider implementing Master Plan 2011 and evolve a tourism development policy to 

accelerate investment in this sector. Government has to consider implementing the Area 

wide Environment Quality Management Plan prepared by TERI so as to tackle 

environmental degradation being caused by mining activity. Agriculture and allied sector 

has tremendous potential on account of ready demand for various commodities. The State 

has to bring in technology and high yielding varieties so that the returns to the farmers 

will increase. There is a need to put in place appropriate mechanism for buying farmers 

produce at good price, their storage and marketing so that farmers are assured of return 

on their investment. 

Interstate comparison of fiscal indicators reveals that the States are under fiscal stress 

mainly on account growing revenue expenditure and debt stock. In terms of level of 

development based on socio economic indicators and also in terms of various fiscal 

indicators it is evident that Goa is ahead of rest of the States in the country. But, Goa 

cannot be complacent with its achievements as the comparison is in relative terms and 

has to go a long way in achieving the standards of developed nations. 

9.2 Suggestions 

9.2.1 Rationalization of duty structure and possibility of revenue leakage may be 

considered to augment revenue collection from State excise. 

9.2.2 Innovative methods of generating revenue from land may be explored including 

mining, communidade and commercially high value lands. 
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9.2.3 There is a need to arrest accumulation of arrears under Commercial taxes, 

Electricity and Water Supply through efficient mechanism and enforcement. One 

Time Settlement Schemes may be evolved and implemented so as to recover 

pending revenues. 

9.2.4 Share capital investment in SPSUs and other institutions has to be linked to 

performance by signing MOUs with targets and timeline. 

9.2.5 Government of Goa has to make strong case before Government of India to suitably 

dovetail incentive mechanism in the formula meant for devolution of resources 

from Government of India to State Governments. 

9.2.6 Separate 'Funds' towards Entry Tax and Cess on transportation of minerals may be 

created for their dedicated use. 

9.2.7 A study on socio-economic impact of Casino operations may be conducted. 

9.2.8 Government of Goa has to make a strong case before Government of India to 

amend the Central Act to augment royalty from mining. 

9.2.9 Create a separate pension fund for the employees existing prior to August 2005 to 

take care their future pension liabilities. 

9.2.10 Administrative Reforms Commission may be set up. 

9.2.11 Increasing non-merit subsidies need to be addressed by tapping various sources of 

user charges and. Government can improve revenue collection by introducing 

modern technology for consumption reading, billing and revenue collection. 

Under the water supply sector the corroded distribution network has to be 
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changed. User charges under different sectors are to be revised at regular intervals 

so as to recover the cost to the extent possible. 

9.2.12 Government has to come out with an appropriate infrastructure policy may be in 

the form of an Act so as to address various issue like jurisdiction of different 

agencies in implementation of various development works to avoid overlap, avoid 

cost and time overrun, prioritize infrastructure projects, equitable and balanced 

developed across the state and ensuring quality infrastructure, accountability and 

responsibility. 

9.2.13 It is evident that there is no monitoring mechanism in place to implement various 

State policies leading to inordinate delays in achieving the goals. A very strong 

and effective mechanism has to be put in place with responsibility and 

accountability by clearly defining the goalposts. 

9.2.14 Interstate comparison of fiscal indicators reveals that the States are under fiscal 

stress mainly on account growing revenue expenditure and debt stock. In terms of 

level of development based on socio economic indicators and also in terms of 

various fiscal indicators it is evident that Goa is ahead of rest of the States in the 

country. But, Goa cannot be complacent with its achievements as the comparison 

is in relative terms. 

9.3 Scope for further research 

9.3.1 This study has dealt the objectives at macro level based on secondary data and 

many issues need to be analyzed in detail at micro level with focus on primary 

data. 

Goa University 



251 
Summary and conclusion 

9.3.2 Each source of tax and non-tax revenue can be analyzed in detail with specific 

focus on duty structure, revenue potential, user charges, leakages etc. 

9.3.3 Performance of every SPSU may be studied in detail performance linked 

Government support may be explored and a model MOU may be evolved. 

9.3.4 Current procedure of devolution of resources from Government of India through 

Central Finance Commission and Planning Commission may be studied in detail 

and efforts may be made to evolve a totally new concept of devolution 

incentivizing performing States like Goa. 

9.3.5 Socio economic impact of casino operations in Goa may be studied. 

9.3.6 Quality of services and level of user charges may be studied. 

9.3.7 Each and every policy and practices of the State Government may be analyzed in 

detail with reference to primary data. 

9.3.8 Major schemes of the State like Dayanand Social Security Scheme, Cyberage 

Scheme etc may be evaluated in detail based on primary data. 

9.3.9 Regional imbalances in the State may be studied. 
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Goa covers just 
3702 sq kms and 
has a population of 

13.48 lakh according to the 2001 
population census. The tiny state of 
Goa, along with Daman and Diu, 
were liberated from Portuguese rule 
on December 19, 1961 to form the 
Union Territory of Goa, Daman and 
Diu. Thereafter, on May 30, 1987, 
Goa was delinked from Daman and 
Diu to become a full-fledged state. 

Goa has won honours for its very 
high level of development indicators ; 

 the most recent being the Best State 
Award in the Small States category 
for 'Budget Management and Health 
Care by an India Today survey, 2007. 

During the last six decades, India 
has achieved an annual average 
growth rate of about 5 per cent. It 
was 3.5 per cent in the fifties and 
sixties, which was popularly known as 
Hindu Rate of Economic Growth; 5-
6 per cent thereafter and about 8 per 
cent in the recent past. Though, in 
mid-eighties, the concept of human 
development was evolved, it remained 
elusive in India's planning process. Dr 
Mahbub-ul-Haq pioneered the 
concept in the Human Development 
Reports of UNDP. However, the 
Tenrh Five Year Plan of India made  

human development 
the focal point in the 
planning process to 

achieve higher economic growth. 
Important socio-economic 

indicators of growth, from 1951 to 
2005, are given in table 1. 

The demographic transition in 
India has witnessed a steady decline 
in birth rate, death rate and infant 
mortality rate. While the birth rate 
and death rate have declined by 40 
per cent and 72 per cent respectively 
during 1951 to 2005, the infant 
mortality rate has declined by 50 per 
cent between 1961 and 2005. In spite 
of this, the decadal growth in 
population has declined only 
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Table 1: 

Indicator 

Socio Economic 

1951 1961 

Indicators of 

1971 

India: 1951-2005 

1981 1991 2001 2005 

1 Population (in million) 361 439 548 683 846 1029 1112 

2 Decadal Population growth (Percent) 21.5 24.8 24.7 23.6 21.6 Not applicable 

3 Female sex ratio 946 941 930 934 927 933 Not applicable 

3 Poverty (%) 54.9(73-74) 44.5(1983) 36.0(93-94) 26.10(99-00) 27.5(2004-05) 

4 Per capita income (in rupees) COP 3687 4429 5002 5352 7321 10071 19297 

5 Birth Rate 39.9 41.7 36.9 33.9 29.5 25.4 23.8 

6 Death Rate 27.4 22.8 14.9 12.5 9.8 8.4 7.6 

7 Infant Mortality Rate - 115 129 110 80 68 58 

8 Literacy Rate (%) 18.33 28.30 34.45 43.57 52.20 64.84 Not available 

9 Female Literacy (%) 8.86 15.35 21.97 29.76 39.30 53.70 Not available 

10 Expectation of life at Birth 32.1 41.3 45.6 52.3 58.3 62.5 - 

11 GDP growth 3.6 4.1 3.3 5.4 6.7 5.5 7.3 

12 GDP composition (per cent) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

(i) Primary Sector 58.9 54.5 48.0 41.8 34.9 26.2 22.4 

(ii) Secondary sector 13.2 16.6 19.9 21.6 	" 24.5 23.5 23.9 

(iii)  Tertiary Sector 27.9 28.9 32.1 36.6 40.6 50.3 53.7".' 

marginally. The population growth 
has increased from 21.5 per cent 
during 1951-61 to 24.8 per cent 
during 1961-71 and thereafter, 
showing a decline at very slow pace. 
The absolute ldition in population 
has increase ,1  from 78 million in 
1951-61 to 183 million during 1991-
2001, registering a growth of 135 per 
cent. During the period 1951 to 2001 
the population increased by 185 per 
cent. The expectation of life at birth 
too has increased from 32.1 years in 
1941 -51 to 62.5 years in 1998-2002 
registering a growth of 95 per cent. 
The per capita income at constant 
prices (1993-94) during the period 
1951 to 2001 has increased from 
Rs.3687 to Rs 10071 registering a 
growth of 173 per cent. The Harvey 
Leibenstein theory of 'critical 
minimum effort' envisages a 
relationship between per capita 
income, population growth and 
investment. The theory identifies 
population as an income-depressing 
factor whereas investment as an 
income-generation factor. According 

to Leibenstein, growth in an economy 	short (see table 2). Over the last 
is possible only when the income 	three decades, the poverty levels in 
generating factors turn out to be 

	
India have decreased by 50 per cent. 

more powerful than the income- 	However, in terms of absolute 
depressing factors. 	 numbers, the population below the 

Though targets were set under 	poverty line has declined marginally 
planned development at regular 	from 321.6 million in 1973-74 to 
intervals, the actual performance fell 

	
301.7 million in 2004-05. Though, the 

No. 

Table 2: India's 

Year in which the 

target was set 

Birth Rate - Targets and Achievements 

Goal - Year by which 	Birth Rate targeted 

the target proposed 	(per 1000) 

to be achieved 

Actual Birth Rate 

1 1962 1973 	 25 34.6 

2 1968 1978-79 	 23 34.5 

' 

1974 1979 	 30 33.7 

4 1976 1978-79 30 33.3 

5 1978 1982-83 30 33.8 

6 1982 (Health Policy) 198519902000 312721 32.929.925.8 

7 1985 (Seventh Plan) 1990 29.1 29.9 

8 1992 (Eighth Plan) 1997 26 27.2 

9 1997 (Ninth Plan) 2002 23 25.0 
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Table 3: Economic Indicators of select developed countries and India 

Country Year Per capita income in US$ Percentage of labour force in 

Agriculture Industry Services 

India 19601990-922002 70330 620* 746261 111117 152722 

USA 19601990-922002 250022340 41400* 732 362524 577274 

UK 19601990-922002 120016600 33940* 421 482825 487074 

Germany 19601990-922002 122020510 30120* 1433 483933 385864 

Japan 19601990-922002 42026840 	37180* 3375 303431 375964 

* Pertains to 2004 

Tenth Five Year Plan of India has 
	However, it is evident from table 1 

set a target of reduction in poverty 	that the economic structure of the 
ratio by five percentage points to 19.3 

	
country 	has 	witnessed 	a 

per cent by 2007 and 15 percentage 	transformation from agrarian to 
points by 2012, it is unlikely to 

	industrial and service sector with the 
achieve the same as the recent 

	
decline in the share of primary sector 

Planning Commission estimates of 
	

by 36.5 percentage points. The share 
poverty for the year 2004-05 are 	of secondary and tertiary sectors has 
placed at 27.5 per cent. 	 improved during the same period by 

It is evident from table 2 that the 
	10.7 and 25.8 percentage points 

country could achieve the target set in 	respectively. But, the labour force 
1962 for 1973 after 40 years, i.e. in 	composition (table 3) still indicates 
2002. The decline in birth rate over 

	dominance of agriculture sector. It is 
the years has been marginal and far 	evident from table 3 that while the 
above the target set. Therefore, it will 

	
labor.. force in agriculture sector has 

be a challenge to the planners to 
	declined by 17.6 per cent, it has 

achieve the level of replacement in 
	increased by 54.5 per • cent in 

population growth with Total Fertility 
	industries sector and 46.6 per cent in 

Rate of 2.1 to be achieved by the year 	services sector. Thus, it reveals that 
2026 as projected in the Report of 

	
the higher level of work force in 

Technical Committee on Population 	agriculture sector is not getting 
Projections constituted by Planning 	transformed into value addition to the 
Commission (1996). 	 economy. The per capita value 

Country 

Tatile4:Iimicntant vitalStatistiCs'for 

Birth Rate 

selected develoPecieiruntrie's 

Death Rate Infant 

and India 

Mortality Rate 

1970 1994 2003 1970 1994 2003 1970 1994 2003 

India 41 26 24.8 18 9 8 137 68 63 

USA 18 16 14 10 9 9 I 	20 8 7 

UK 16 14 12 12 11 10 19 6 5 

Germany 14 10 9 13 11 10 23 6 4 

Japan 19 11 9 7 7 8 13 4 3 

addition in primary sector is much 
lower than the per capita value 
addition in industries and services 
sector. This substantiates the Alfred 
Marshall's Law of Diminishing 
Marginal Returns, which states that 
an increase in capital and labour 
applied in the cultivation of land 
causes, in general, less than 
proportionate increase in the amount 
of produce raised, unless it happens 
to coincide with an improvement in 
the arts of agriculture'. Therefore, the 
need of the hour would be to reorient 
agriculture sector with emphasis on 
technology, high value addition and 
giving forward linkage to agro based 
industries and services sector so as to 
optimise labour productivity. A 
comparative picture of development 
standards achieved by select 
developing countries viz-a-viz India is 
given in table 3 and 4. 

I t is clearly evident from' rom 'the above 
table that India is far behind in terms 
of development indicators in 
comparison with developed countries. -
A comparative picture reveals that the 
per capita income of India in 2002 
was nearly one-fourth of USA and 
half of the UK and Germany in 1960 
(table 3). There is considerable 
variation in composition of labour 
force between developed countries 
and India. Table 3 reveals that there 
has been significant change in labour 
force composition in developed 
countries from 1960 to 2002, 
characterising a shift from agriculture 
and industry to services sector. In 
India, the agriculture sector is still 
dominant with more than 50 per cent 
workforce in contrast to the 
developed countries share of less 
than 5 per cent in agriculture. 
Therefore, India's strength lies in 
primary sector, which may have to be 
harnessed to get maximum output to 
get higher rate of growth and high 
per capita income. Therefore, the 
advice of Dr APJ Abdul Kalarn for 
another 'green revolution' in India is 
relevant. 
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development path. Development levels 
are represented in quadrants. The 
quadrant OADE comprises states with 
Low-level development. ABCD and 
DEFG comprise states with Medium-
level development and CDGH consists 
of states with High-level development. 
Clearly, all states cannot be put in one 
basket for development prescriptions. 
We need different policy prescriptions 
for the three levels of development. 

Low Level 
Professor Ashish Bose, a noted 
demographer, coined BIMARU, an 
acronym for Bihar, Madhya Pradesh, 
Rajasthan and Uttar Pradesh - states 
with a significant share of the 

No. 

Table 5: Soico-Economic 

Indicator 

Indicators of BIMARU 

Bihar 	Madhya Pradesh 

states 

Rajasthan 

: 2004-05 

Uttar Pradesh 

1 Population (in million)* 83 	 60 57 165 

2  Expectation of life at 

birth 1998-02 
60.8 56.9 61.1 59.1 

3 Female Sex ratio* 919 919 21 898 

3 Poverty (%) 2004-05 41.4 38.3 22.1 32.8 

Per capita income (in 

rupees) 
5722 14069 16212 11477 

Birth rate 30A 29.4 26.6 30.4 

6 Death rate 8.1 9.0 7.0 8.7 

r Infant mortality rate 61 76 68 73 

8 Literacy rate (%)* 47.00 63.74 60.41 56.27 

9 Female literacy (%)* 33.1 50.3 43.9 42.2 

10 
Workers composition 

(per cent)* 
100.0 100.0 100.0 100.0 

(i)  Agriculture 77.3 71.5 65.9 65.8 

(ii) Household industry 3.9 4.0 2.9 5.6 

(iii)  Other workers 18.8 24.5 31.2 28.5 

11 Total fertility rate 1998 4.3 3.9 4.1 4.6 

*2001 population census 

It is evident from table 4 that 
birth rate and infant mortality rate in 
2003 were worse than the rates in 
USA, the UK, Germany and Japan in 
1970. While the distance between 
India and developing countries in 
case of birth rate and death is much 
smallet, the very high infant mortality 
rate of India is a matter of concern. 
India has attained the status of 
'developing economy' or 'emerging 
economy' due to the marked 
improvement achieved over the last 
six decades. 

Levels of Development 
However, development across the 
states has been in varied degree. This 
paper classifies states under three 
levels of development - Low, Medium 
and High. The Low-level comprises 
states that are economically and 
socially backward. The Medium-level 
indicates reasonably good economic 
development but relatively low social 
development and vice-versa. The 
High-level comprises states, which 
have achieved high level of both 
economic and social development. 
Image 1 

In the diagrammatic representation 
of development levels, Economic 
Development is on the Y-axis and Social 
Development on the X-axis. OZ is the 
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Table 6: Soico-economic Indicators of Punjab and Haryana: 2004-05 

No. Indicator Punjab Haryana 

1 Population (in million) * 24 21 

2 Expectation of life at birth 1998-02 68.5 65.2 

3 Female sex ratio * 874 861 

3 Poverty (%) 2004-05 8.4 14.0 

4 Per capita income (in rupees) 30701 32712 

5 Birth rate 18.1 24.3 

6 Death rate 6.7 6.7 

7 Infant mortality rate 44 60 

8 Literacy rate (%) * 69.65 67.91 

9 Female Literacy (%)* 63.36 55.73 

10 Workers Composition (per cent) * 100.0 100.0 

(i) Agriculture 38.9 51.3 

(ii) Household industry 3.7 2.6 

(iii) Other workers 57.4 46.1 

11 Total fertility rate 1998 2.6 3.3 

* 2001 population census 

Agriculture, coupled with industrial 
development, has resulted.- in - their 
rapid economic progress with high 
per capita income and low poverty. 
However, social development in these 
states has not been commensurate 
with economic progress. In terms of 
literacy, Punjab is ranked 16th and 
Haryana is ranked at 19th in the 2001 
census. Female literacy in Haryana is 
just above the national average and 
the gender gap in literacy is higher 
than the national average. Sex ratio 
of both Haryana and Panjab is among 
the lowest in the country and is much 
below the national average (2001 
census). Birth rate, death rate and 
infant mortality rates are in the 
vicinity of the .national average. The 
socio-economic indicators of Punjab 
and Haryana are given in table 6. 

Kerala has the highest literacy 
levels in the country. Ifs health 
indicators such as birth rate, death 
rate, infant mortality rate are not only 
highly impressive but are also close to 
that of a developed nation. 
Surprisingly, Kerala has not been able 
to achieve similar levels of economic 
development. The per capita income 

country, both in terms of area and 
population. Their development 
indicators are unsatisfactory. As per 
2001 population census BIMARU 
states comprise about 36 per cemt of 
India's population and 30 per cent of 
geographical area. Therefore, Prof 
Bose advocated a focus on the 
indicators of BIMARU states. See 

table 5 for details. 

BIMARU states should have the first 
right on national resources with an 
emphasis on education and health 
sectors in terms of human resources 
and development of physical and 
economic infrastructure. 

Medium Level 
Punjab and Haryana have achieved 
significant progress in agriculture 
production. They have surplus 
production and generate exports. 

. 

No. 

able 7: Socio-EcononiiCIndicators of 

Indicator 

KeralaandWest.Bengal: 

Kerala 

2004-05 

West Bengal 

1 Population (in million) 32 80 

2 Expectation of life at birth 1998-02 73.5 63.9 

3 Female sex ratio 1058 934 

3 Poverty (%) 15.0 24.7 

4 Per capita income (in rupees) 27048 22497 

5 Birth rate 15.0 18.8 

6 Death rate 6.4 6.4 

7 Infant mortality rate 14 38 

8 Literacy rate (%) 90.86 68.64 

9 Female literacy ( 0/0) 87.72 59.61 

10 Workers composition (per cent) 

(i) Agriculture 22.8 44.1 

(ii) Household industry 3.6 7.4 

(iii)  Other workers 73.6 48.5 

11 Total fertility rate 1.8 2.4 
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No. 

Table 

Indicator 1951 

8: Socio-Economec 

1961 

Indicators of 

1971 

Goa: 1951-2005 

1981 	1991 2001 2005 

1 Population (in million) 0.55 0.59 0.80 1.01 	1.17 1.35 1.43 

2 Decade! Population growth (per cent) - 7.77 34.77 26.74 16.08 15.21 

3 Female sex ratio 1128 1066 981 975 967 961 

3 Poverty (%) 44.26 (73-74) - 4.40 (99-00) 13.8 (2004-05) 

4 Per capita income (in rupees) 438 965 3130 8750 48148 70012 

S Birth rate 31.80 26.22 21.61 19.50 15.95 15.84 

6 Death rate 13.49 8.64 7.01 7.46 7.46 7.77 

7 Infant mortality rate 70.03 46.43 28.09 18.76 11.91 14.12 

8 Literacy rate (%) 23.48 31.23 45.31 57.25 75.20 82.01 

9 Female literacy (%) 22.80 35.79 48.29 67.09 75.37 

10 NSDP growth % (current prices) 11.5(61-71) 15.2(71-81) 12.5(81-91) 20.2(91-01) 8.3(01-04) 

10 NSDP composition (per cent) 100.0 100.0 100.0 100.0 100.0 100.0 

(i) Primary sector 41.4 30.9 28.5 21.7 12.1 11.9 

(ii)  Secondary sector 8.9 26.5 29.7 30.4 32.8 37.7 

(iii)  Tertiary sector 19.7 42.6 41.8 47.9 55.1 50.4 

11 Workers' composition (per cent) 100.0 100.0 100.0 100.0 100.0 

(i)  Agriculture 63.70 38.83 28.6 27.5 16.5 

(ii) Household industry NAS 5.79 3.4 2.4 2.8 

(iii) Other workers 36.30 55.38 64.0 70.1 80.7 

Total fertility rate - - - - 1.77 

NAS:  Not available separately. 

of Kerala is just above the national 
average. It is ranked 10th in poverty 
levels among the states and union 
territories (Planning Commission, 
Government of India, 2004-05). West 
Bengal comes a close second. The 
fact that both states have communist 
governments could be one of the 
reaons for this. See table 7 for 
development indicators in Kerala and 
West Bengal. 

High level 
Goa is the only state in the country to 
have achieved both social and 
economic development. At the time 

of liberation Goa, along with Daman 
and Diu, was in the middle of the 
national third five-year plan. The then 
administration of the territory 
appointed a Planning Board 
comprising experts to formulate draft 
third five-year plan for the territory to 
integrate it to the national plan. The 
Draft Plan gave first priority for the 
power sector with 39 per cent outlay, 
emphasizing thermal power 
generation, followed by Transport, 
Communication and Building (20 per 
cent), Social Services (18 per cent), 
Agriculture and Allied Activities (14 
per cent) and other sectors (9 per 

cent). The National Council of 
applied Economic Research 
(NCAER) also suggested processing 
industries such as rice and oil mills, 
fruit and fish preservation plants, 
tanning, footwear, textiles, etc. The 
study also suggested need for the 
rapid development agriculture, 
fisheries and animal husbandry. 

The popular government accorded 
priority for education and health. The 
number of primary schools increased 
from 476 in 1961-62 to 1,031 in 1967-
68 (including Daman & Diu) and the 
number of secondary schools went 
up from 91 to 369 in the same period 
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within an increase of more than 560 per cent in 
enrolment. This also resulted in a significant increase in 
literacy rate (31.23 per cent to 45.31 per cent in 1971). The 
literacy rate of Goa (1960) was lower than Kerala, 
Maharashtra, Delhi and Chandigarh and was just above the 
national average. In 1961, Goa ranked 14th among states 
and UTs in literacy and dramatically jumped to 5th rank in 
1971. Goa has currently overtaken Maharashtra, Delhi and 
Chandigarh and is ranked 4th in the country. The most 
significant aspect is a marked improvement in female 

literacy. NN, bile male literacy has improved from 48.70 per 
cent in 1960 to 88.42 per cent in 2001, female literacy has 
improved from 22.80 per cent to 75.37 per cent in the same 
period. The health indicators too showed a marked 
improvement. The birth rate, death rate and infant 
mortality rate improved from 31.80, 13.49 and 70.03 in 
1961 to 26.22, 8.64 and 46.43 in 1972. The success story 
of Goa has been its successful attainment of replacement 
level in population control in 1990s with total fertility rate 
in 1998 being 1.77 the best in the country ahead of Kerala. 

Goa followed the unbalanced growth model by shifting 
its development focus in the planning process. While the 
state plan outlay continued to remain the highest for the 
social sector, the development focus shifted to 
industrialisation in the 1970s and tourism thereafter. 
Physical infrastructure such as road network and regional 
water supply schemes also received attention in the 
planning process. The share of the secondary sector in 
State Domestic Product increased from 7.6 per cent in 
1960 to 39 per cent in 2003-04. The per capita income of 
Goa has increased from Rs.438 in 1960 to over Rs,70,000. 
Goa is already in the third stage of the Frank Notestein 
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theory of demographic transition, characterising high 
economic development. 

However, the state has not been able to utilise its 
resources gainfully. There have been cost and time overruns 
in projects implementation, leading to huge unproductive 
expenditure. The state has a large workforce with an 
employee-population ratio of 1:30, which is perhaps the 
highest in the country. The environmental impact of 
absence of sewerage and sanitation network, lack of solid 
waste management, increasing lifestyle diseases are some of 

the important issues, which are still to be addressed. The 
state has huge accumulated debt and very high fiscal deficit. 
Though, the state is poised for the next stage of 
development it requires policy corrections, and 
administrative and fiscal reforms. Thus, the development 
model followed by Goa needs in-depth study in terms of its 
achievements, grey areas and reform prescriptions for the 
future. FM 

(The author is Joint Secretary - Budget, Department of Finance, 
Government of Goa. His views are personal) 
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Strengths and Weaknesses of 
different sectors in Goa 

By S Shanbhogue 

Continued from the previous issue 

Agriculture and Allied Activities 
Since liberation, tremendous efforts 
have gone into the development of 
agriculture. Land reforms have taken 
place and mundkars (tenants) have 
become deemed owners. The Indian 
Council for Agriculture Research has 
set up their centre in Goa. Irrigation 
facilities have also been developed. A 
lot of money has been pumped in, 
through plan outlays, for infrastructure 
development, mechanisation, high 
yielding 	variety 	seeds, 	input 
management, subsidy support, 
extension services etc. While on the 
one hand crop production figures of 
the Agriculture Department indicate 
increasing trend, on the other hand the 
dependency of the state for rice, fruits, 
vegetables and flowers has increased 
tremendously. This paradox is visible in 
spite of the fact that the population 
growth has stabilised over the years. In 
the Animal Husbandry sector too, there 
is a huge import of milk, eggs, meat etc 

Irrigation 
Two major and medium irrigation 
projects were taken up in 1970's with an 
aim to bring a huge command area 
under irrigation. But they have run into 
massive cost overruns. The Tillati 
irrigation project, a joint venture 
project with Government of 
Maharashtra, with an estimated cost of 
Rs 48 crore, was launched. 
Unfortunately, there has been an 
inordinate delay in the implementation 
of the project. Even today, it is only 

half way through. The latest estimated 
cost is over Rs 1,000 crore and the 
expenditure incurred has crossed over 
Rs 500 crore. The Salaulim irrigation 
project, with an estimated cost of Rs 9 
crore, was launched and though the 
project is almost complete, the actual 
expenditure has exceeded Rs 200 crore. 
There have been efforts in recent years 
for rainwater conservation by 
interlinking of rivers and construction 
of bandharas. The overall result is that 
today only about 20 of the area is under 
irrigation and the balance is rainfed. 

Return on investment in this sector is 
abysmally low due to huge cost and time 
overrun in implementing the projects. 

Transport 

The transport sector has grown leaps 
and bounds. While the emphasis has 
always been on good roads, the 
planning process has almost failed to 
realise the need for broad roads. an  
integrated transport system and a mass 
transport system. In addition to 
vehicles registered within the state 
there is tremendous traffic inflow from 
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other states, mainly due to tourism 
putting huge pressure on road 
transport. As iron is exported through 
Mormugao Major Port, the state roads 
in certain circuits are burdened with 
heavy traffic. While emphasis on 
tourism and mining remained the 
backbone of development process due 
to high employment potential, the 
planning process failed to identify the 
need for dedicated road network for 
tourism and mining activities. 

Today, about 80 per cent of 
passenger transport is handled by the 
private sector. The state-owned 
Kadatnba Transport Corporation 
(KTC) has rest of the share. While 
private operators are flourishing, KTC 
is sinking day by day. 

Power 
In the 1990s, the Government began to 
think of setting up a power generation 
plant in the private sector. A 48 MW 
naphtha-based power plant was set up 
in the private sector. The Government 
made a power purchase agreement with 
the independent power producer. But it 
made a mistake in promising to 
purchase not only the entire power 
generated but also to bear the market 
fluctuations of naphtha price in the 
international market. This proved to be 
a huge drain on the state's exchequer. 
In 2002, the Government partially re-
negotiated the agreement, but it is still 
a drain on the state's exchequer. Goa 
gets its power from the neigbouring 

state grids at a low cost, but the quality 
of power received is not superior as 
Goa is a the tail-end of the grids. The 
State Government is reportedly 
contemplating a gas pipeline, for which 
an MOU has been signed with the Gas 
Authority of India. 

Industries and Infotech 
At the time of liberation, Goa had very 
few industries such as cashew 
processing, fruit and fish canning, 
laundry soap making, tile making and 
rice mills. Contribution of the 
manufacturing industry to the state 
income was only 7.6 per cent in 1960. 
Industrialisation took place steadily 
after liberation. There were only 46 
small-scale industries and no medium 
and large-scale industries at the time 
Goa was liberated from Portuguese 
rule. The number of small-scale 
industries increased to 621 in 1970-71, 
3271 in 1987-88 and 7095 in 2006. By 
1970-71, there were 10 medium and 
large-scale industries, which increased 
to 209 in December 2006. The share of 
secondary sector in the state income 
was increased from 8.9 per cent in 1960 
to 26.5 per cent in 1970-71, 29.7 per 
cent in 1980-81, 30.4 per cent in 1990-
91 and 37.7 per cent in 2003-04. The 
state has emerged as a hub of the 
pharmaceutical industry. Though, the 
contribution of secondary sector to the 
state's income is very high, the sector is 
prone to high variation. Though there 
are more than 7,000 SS's in the state, 

the number of units, which are actually 
functioning, is reported to be much 
less. About 80 per cent of the value 
addition to the state income is 
accounted by only about 20 per cent of 
the industries. Therefore, any major 
problem like sickness or lock out or 
strike will have an adverse impact on 
the state's income estimation. 

The Goa, Daman & Diu Industrial 
Development Corporation (GDDIDC) 
was set up under the GDDIDC Act 
1965 and the Economic Development 
Corporation (EDC) was set up in 1975 
to develop industrial estates, industrial 
sheds and necessary infrastructure 
required for industrial development. 
The Economic Development 
Corporation was set up by the 
Government in 1975 mainly to 
promote industrialisation by providing 

. financial assistance for industries. 
Presently, there are 20 industrial estates 
in the state with 2,127 pldts and 1,128 
functioning industrial units. There are 
many industries outside the industrial 
estate also. The EDC has extended over 
Rs.500 crore for industrial 
development. But, unfortunately, poor 
appraisal of loans sanctioned, bad 
management and poor recovery efforts 
have resulted in the EDC's downfall 
with over 70 per cent of its portfolio 
becoming non-performing assets today. 

Goa has not been able to make any 
significant impact in the IT sector so 
far. However, setting up of Goa Broad 
Band Network, State Portal, State Data 
Centre and Citizen Service Centres in 
public private partnership format are 
expected to make a significant impact 
on the IT scenario in the state. But, the 
much hyped IT Parks are yet to become 
a reality. Goa needs a giant project in 
IT sector, which can make significant 
mark in the economy in general and the 
employment sector, in particular. 

Water Supply and Sanitation 
Goa has a good piped water network. 
The Salauli irrigation project takes care 
of South Goa's drinking water needs 
and the T llari project fulfils the needs 
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of North Goa. The state gets very high 
rainfall every year. The rainwater, which 
flows into the sea, can be harnessed by 
interlinking rivers, constructing 
bhandaras etc. Distribution is a major 
problem as there is huge leakage due to 
corroded pipes. The ball-pack estimate 
of leakage is about 30 to 35 per cent. 
Sanitation is a another problem. Cities 
such as Panaji, Vasco and Margao have 
no full coverage. Otherwise, the entire 
state is sock-pit dependent, which is 
polluting wells and other water bodies. 

Urban Development 
Solid waste management 
is emerging as a serious 
environmental hazard due 
to NIMBY (Not In My 
Backyard) syndrome. The 
huge amount of garbage 
piled up in different parts 
of the state need to be dealt 
with before it creates an 

	

epidemic. 	There 	are 	numerous 
instances where solid waste treatment 
plants exist in the midst of population 
and the one in Bangalore (Karnataka) is 
an example. Therefore, any further 
delay in this regard may only prove 
disasters to Goa. Now, Goa has 
tremendous opportunity to put its cities 
in order as the Government of India 
has evolved schemes for planned 
development of cities and towns. 
Under the Jawaharlal Nehru National 
Urban Renewal Mission (JNNURM), 
Panaji has been selected by the 
Government of India for 100 per cent 
grant assistance. It all depends on how 
efficiently the State Urban 
Development Ministry meets the 
requirement of this scheme so that the 
central assistance starts flowing for 
development of Panaji. If the state 
shows quick results in Panaji, probably, 
it can stake a further claim for 
assistance from JNNURM for other 
cities. For other smaller cities, the state 
can also get central assistance from 
other schemes of the Ministry of 
Urban Development, Government of 
India. Therefore, the state has to aim 

for orderly development of its cities 
and towns by evolving city 
development plans and tapping central 
assistance to augment resource 
availability. 

Social Services and Subsidy 

The very high level of human 
development indicators of the state 
vouch for the highest priority accorded 
by the state for this sector. Even today, 
nearly 50 per cent of the plan outlay is 

spent on social 
services. 
Investment in 
human develo- 
pment will 
ha v e 

multiplier effect in 
the economy. Nevertheless, 
there are issues of very high drop out 
rate, need to improve the quality of 
education, including curriculum and 
teachers, improving the standards of 
higher and technical/professional 
education, need to set up centers of 
excellence like IITs and IIMs etc. There 
is a need to upgrade the quality of 
health care, both in terms of 
infrastructure and delivery mechanism 
and also make available the super 
specialty services within the state at 
affordable levels to the common man. 
A huge amount of money is being 
spent in this sector, giving direct 
benefits to recipients like free 
computers to high school students; 
pension of Rs.1000 every month to 
nearly one lak senior citizens, widows 
and differently abled persons; 
mediclaim for the entire population, 
with liberal eligibility criteria to 
reimburse expenditure on super 
specialty treatment for facilities which 

do not exist in the Government 
hospitals. While the need for subsidy to 
the deserving poor is a necessity, it is 
important to ensure that such subsidy 
really reaches the needy. For instance, 
under the Cyberage Student Scheme, 
launched five years ago, computers 
were given to over 1,00,000 high school 
students. This was done without having 
a defined IT curriculum in schools. It 
was presumed that availability of 
computers would facilitate students to 
use them in their studies and also 
become IT savvy. The scheme created 
heaps of e - garbage all over the state. In 
the case of the Dayanand Social 
Security Scheme, there have been 
unconfirmed reports that senior 
citizens from economically well-off 

families are receiving a monthly 

	

pension 	of 	Rs.1000. 
Therefore, there is a need is to 
study the subsidy component of 

various Government schemes 
and, wherever required, re-orient 

such schemes to target them well 
and give maximum benefits to the 

poor. 

Mining and Tourism 

The- two sectots are the backbone or 
Goa's economy. They generate jobs but 
they also generate tremendous pressure 
on the infrastructure of the state and 
also lead to environmental degradation. 
Tourist arrival is growing exponentially 
and the present arrival statistics is 
placed at nearly 28 iakh per annum, 
which is twice the population of the 
state. The state receives about 3.5 lakh 
to 4 lakh foreign tourists ever year, 
which forms about 13 per cent of the 
foreign tourist arrival to India. Thus, 
the foreign exchange earning from 
tourism alone is in the range of about 
Rs 2,200 crore a year. Tourism has 
totally changed the land use scenario in 
the state due to its very high economic 
viability over other sectors in relative 
tertns. People prefer to retain 
agriculture land fallow and are willing 
to make large swathes of such land 
available for hotels and resorts. The 
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Government of Goa needs to regulate land and ease pressure 
on the environment while evolving its tourism policy. 

Over 33 million tones of iron ore, valued at Rs 4500 crore, 
are being exported annually to China, Japan and other 
countries from the Mormugao port. Mining exports have put 
the Mormugao Port Trust, a central PSU, on sound financial 
footing. In return, Goa gets only about Rs 25 crore annually 
in the form of royalty. But mining has severely damaged the 
infrastructure, especially roads, agriculture fields and general 
health of the population in the mining belt. Considering the 
significant contribution of these two sectors to the nation in 
terms of exports and foreign exchange earnings, the 
Government of Goa has to make a strong case to the central 
government for 'special category status' for infrastructure 
development and environmental upgradation to ensure 
sustainability of mining and tourism. 

Public Finance 
Goa has an accumulated debt liability of about Rs 6000 crore. 
Therefore, though the State has a very high per capita income, 
its per capita debt is also very high. Its ratio to Gross State 
Domestic Product (GSDP) is in the range of 40 per cent, 
while the general recommended norm by the Twelfth Finance 
Commission is less than 30 per cent. The ratio of fiscal deficit 
to GSDP, at present is also in the range 5 per cent as against 
the target of 3 per cent to be achieved by the state by 2008-
09, under the Fiscal Responsibility Budget Management 
(FRBM) Act, 2006. Though, the state has been able to achieve 
the Zero revenue deficit target ahead of schedule, sustaining 
this trend would be difficult as the Sixth Pay Commission 
recommendations expected shortly and a very high level of 
retirement of Government employees in the coming years is 
bound to increase the revenue expenditure on salaries and 
pension tremendously. Though, the state has put in place 
some mechanisms like Sinking Fund and Guarantee 
Redemption Fund to take care of debt and guarantee 
liabilities, it may not be sufficient as the state has to work out 
a long term fiscal reform package with strategies to contain 
revenue expenditure, increase capital formation, target 
subsides, minimise cost and time overruns in implementation 
of projects and, more importantly, keep the debt liability at 
sustainable levels. It is not necessary that Government 
revenues have to grow by continuously burdening the people 
by taxes and non-tax measures. The state needs administrative 
reforms to increase the productivity of its workforce. It needs 
to identify projects, which can be implemented under public-
private partnership model so as to bring in private investment 
and ease pressure on public finances. El 

(The author is Joint Secretary - Budget, Department of Finance, 
Government of Goa. His views are personal) 
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