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Inter-State Redistribution througji Institutional Finance

In cfur earlier paper dealing with the inter-State distribution of

Central budgetary transfers (EPW March IS, 197S), it was stated clearly

that (a) Central budget was only one of the media through which finances

got canalised and (b) several other media of inters regional flow of funds

wejse known to flow rather regressively. We put forth the view that there

fore, Central budgetary transfers, should seriously attempt to take on an

important, corrective redistributive role.

Our purpose in attempting this, exercise is to stu(^ the inter-State

•flow of institutional finance not orly to show how regressive they have

tended to be but also to imderline the relatively .

(^-lantitativeu and distributive- significance of this flow when compared

to that of Central budgetai:;y transfers.-^
Limi'ba'bions of x>he Exercise

Unfortunately, our present study suffers from a number of llmtations,

which ought to be stated at the very outset. Firstly, unlike our earlier

study dealing with budgetary transfers which covered a period of 21 years,
1956-57 to 1976-77, the present study covers a period of only 7 years,
1969-70 to 1975-76. l«5>ossible to
disentangle data for

hpwever, consider this as a
The commercial banks which account for over two- .

following reasons: U/
r. • ,n+-i+iitional funds came under direct Central

thirds of the flow of institution
.11 +h» nationalisation of the scheduled banks in

Government control wi
^  nn anv case, a line between the period

1969. So, one would have ra ,
ationalisation to study the differences^ if arijr,

before and after the ba

earlier years in a consistent manner. We do not,

very serious limitation of our study for the



in the pattern of inter-State flow of bank fvmds. (2) It is also during

the period beginning with 19^9-70, the first year of the Fourth Plan, that

not only vjere some new institutions like Industrial Reconstruction Corpor

ation and Rural Electrification Corporation, with substantial funds to

dispose of, were established but also the activities of existing bank as

well as non-bank, financing institutions expanded considerably. Table 1

attempts to bring out the scale of expansion in the financial activities

of the various categories of institutions. Although, therefore, the short

ness of our chosen period is quite a limitation of our study, for the reasons

just stated the study of even this short period should be quite interesting.

Secondly, our coverage of institutional flow of funds is not quite

complete. While some exclusions have been made deliberately with a view

to avoiding double counting, others were unavoidably resorted to for want of

sufficient information. For instance, the ways and means advances and over

drafts allowed by the Reserve Bank of India to the States have not been .

included because they eventually get reflected in the Central budgetary
Also, refinance granted by the Reserve Bank to commercial banks has been, ex

cluded to avoid double counting. Advances by the Reserve Bank to cooperative

sector have not been included for a somewhat different reason, namely that
since these a,re short term in nature their repayments within the period unde^
review add up to, more or less, the figure of advances. So, while gross
amounts are sizeable, net figures do not add up to much. What we have don©,
in the circumstance^, is to show in our relevant tables the gross and net
fi0.rss of advances to cooperative sector without, however, including the.
In the total institutional finance, ftrr „a,1or exclusion on the ground of
lack of sufficient inforation ie of such funds as are disposed of by



organisations like the University Grants Conunission, Central Social Welfare

Board, Housing and Urban Development Corporation, National Cooperative Deve

lopment Coiporation and various commodity boards. These are organisations

whose principal objective is not to dispose of funds but which, according

to the Study Team on Centre-State Relationships appointed by the Administr

ative Reforms Commission, may be set up or financed by Central Ministries

"for a massive encroachment on State subjects" through the funds kept at
2/

their disposal.—^

Thirdly, our exercise suffers from the limitations stemming from aggre

gations of (a) net with gross flows, (b) repayable with non-repayable flows

of funds and (c) disbursements in one year with those in the other years.

While we have tried our best to work out the State-wise position of the

institutional flow of funds on a net basis (i.e after allowing for loan

repayments and disinvestments made during the period imder review) it was

just not possible to get at the net position with respect to all types of

flows covered by us. Thus, while with respect to Bif: of the institutional

flows accounted for by commercial banks and life insurance, the position
and

given is net of re-paymenWdisinvestments, for the remaining 19^ the

position indicated is gross of repayments and disinvestments. The saving

grace, however, is that ii:! the case of the latter 19^ repayments etc. are

•unlikely to account for more than a small fraction because the banking

activities of the concerned institutions picked up momentum largely during

the period under re^rLew so that relatively small repayments could have fallen

due within this short period.

So the problem posed by aggregating net with gross flows cannot be

considered very serious. Nor do we consider serious the problem of
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aggregating re-payable with non-repayable flows of funds to get a total

picture. There is already an aggregation under budgetary transfers of

repayable and non-repayable f\mds. Much more importantly, however, if it is

the current availability of frmds we are trying to get at, only the aggre

gation of non-repayable funds with repayable funr^s net of repayments on past

loans should give us the appropriate measure, .^d^^s^.dErt'

this is precisely whit rwexhav© 8f6.tfeni!5t«t i>6

We are quite aware also that by aggregating, figures for the entire

seven—year period without making ary correction for year to year pri.ce in

creases and, for differeilces between Statse in price-increases, during a

period when the total price-increase . has been quite sub-

stantiaj, bexng of the order of 82f, we* expose ourselves to a serious

objection. We do not believe however that the correction for price-increase
would have led to a basically different picture of inter-State, distribution

of institutional finance than the one drawn by us on the basis of unadjustec

figures. This certainly is an area of work where further research could be

US eful^ however,

The observations that follow are subject to the lim^ations listed

above.

Relative Signif-in.ar.oo

,  gives a total picture of inter-State flows, through both the
budgets and financial institutions. Hex^ it is important to recall that,-

possible, we have tried to work out the net flow of funds for each

institutional finance that has been identified separately in "tti®

A: %



above table, just as with respect to the I'hudgetary ■ •

transfers we have included only the net anuunts(i.e. after allovdjig for

repayments against past loans extended by the Centre to the States).

It can be seen that institutional finance accoimted for LJ^- of the total

finance comprising of fcudgetaiy transfers and funds flowing into the States

throu^ the institutions. This, by itself, is quite substantial. Some,

however, might be inclined to consider institutional funds to be far more

important, in the context of this study, than is indicated by the above

The argument could be that while, a high proportion, if not aV all,

bf budgetary transfers goes to cover the States' current consumption expend-
i

|iture, almost all of institutional funds go to finance production and
i

jinvestment.. So, from the point of correcting, or exacerbating,the imbalances

in inter-State development; the importance of the institutional funds is far

greater than their ratio in total finance indicates. Whether or not one fully^

accepts the above line of argument - and let us not overlook that there can

be several opinions on it, particularly on the ground that a large part of

Government's current consumption expenditure like that incurred on education,

health and provision of eccnomic services is development oriented - it is

enough to accept for the purposes of this paper that a study of the inter

state distribution of institutional funds is important both because it
comprises a substantial proportion of total finance flowing t o the States

jand also because these funds go to finance development oriented outlays.
It can be seen also that the ratio of institutional finance to total

financial flow la the lowest for epeoial category States (i.e. Orcnp D),
'  -t being only 9^. As between the rest of the States, the corresponding,
iratio is the highest for Gr«p A, hi^ inOona, aates, at 59?, next higher



at 45^ for Group B, middle income, States and 32^ per Group C, low income,

States. Thus, broadly speaking, the lower the per capita income ranking

of a State, the relatively less important is the role of institutional

ifinance in the flov; of funds taking place to such a State. Of course, tht

are deviations from the average within each group and the most significani

of these deviationa occur in Group B. Thus while for Tamilnadu aJid

Kamataka, the ratio of institutional to total finance is significantly

above the group ratio, for Orissa and Assam it is significantly below the

group ratio. The ratios for Kerala and Andhra Pradesh are also somewhat

below the group as well as all-India ratios. That the deviations are inos

significant for Group B is reflected also in the range of the ratio, - of

yi for Assam to, 62,8^ for Tawiil Nadu. For Groups A and 0, on the othe

hand, the range is narrower. It extends from 45.7^ for West Bengal to

68.2^ for Punjab in Group A and from 27.8^ for Bihar to 33.75? for Uttar

Pradesh as well'as Madhya Pradesh in Group 0.'

To recall our earlier finding with respect to the inter-State distri

I bution of budgetaiy transfers, while the low income States received belo^

average per capita transfers, the high income States received near average

transfers and the middle income states received distinctly above average
transfers. Now, with the inter-group position of the relative ratio of

institutional to total financi^ flows being so distinctly in favour of ̂
hxgh income States, it should be of no surprise if these states, taken a£
a .group, do The best with respect to total financrei flows among the thre£
groups into which we have divided the States other than special categoiy
States. Indeed they do, as we shall note presently.

toing 1969-76, taking the average for Groups A, B and C States



together as the norai, v;hile with respect to budgetary trensfers Group A

States were just 2% above the norm, they did 69^ better than the norai with

respect to institutional funds, so that for total financial transfers they

did 32^ better. In this manner. Group A States left far behind not only the

low income, Group C, States but also the middle income. Group B, States.

This can be seen clearly from Table 3»

As for individual states, while the top per capita income State, Punjab,

did the best with respect to institutional finance, taken by itself, followed

by Maharashtra, Haiyana, Gujarat, Tamil Nadu, Karnataka and West Bengal, the

ranking is somewhat different when we aggregate both budgetary and institut

ional finance. Then Maharashtra takes the top position; followed by Punjab,

Haryana, Gujarat, Assam, Tamil Nadu, Karnataka, Kerala, Rajasthan and West

Bengal. Assam, Kerala and Rajasthan come into the ranking because their '

budgetary receipts from the Centre had been significantly above averages.

Orissa parts company with the last mentioned three States because of its

institutional receipts being significantly below the average.

Principal Streams

In the comparative picture pirssnted above, the fact of a very pronoxm-

ced regress:.--CxxcsLi an ciie o-noex-Staue distribution of the total institutional

finance comes cut very clearly.

Let us now look into the inter-State distribution of the different

streams of institutional finance. Of the total institutional finance, the

commercial b<mks accounted for 71f, life insurance corporation for 10^, tem
catering to

lending institutions jJ- industry for 12/, agricultural refinance institut

ions for 4.^' and rural electrification finance for 2>%. We shall now examine
each of these streams separately. .
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(a) Commercial Banks

Though for all the States, including Group D States, taken together,

the net contribution of the commercial banks to the total institutional

finance works out to 71?, the proportion ranges from 64? for Group 0 States
to for Group A States. In the circumstances, it should cause no sur

prise when one finds that the per capita bank finaj cc of Group C States was
almost one-fourth of the corresponding figures for Group A States (fe.70 as
against Rs.270), nd less th,,n one-half of the corresponding figure for
Group B States (Rs.70 as against Rs. l6o).

Bank finance has been subdivided into:(l) credit and (2) Investment.
The latter represents investment by the commercial banks in the securities
of the State Governments and other State-associated bodies like land mort>
gage, banks, electricity boards, road transport c-rporations and State finan
cial corporations and includes bank investments in the shares and debentures
of joint stock companies in different States.

It can be seen from TaMes 2 and 3 that the distribution of investments
much l.ss Skewed than that of credit. While bank credit per capita extenflw

to Group A States was four and a hal r n
than that to Group C States,the investments per capita made in Group A "-rat.,,

^  -nates were only a little overtwice as large as those in Group C States.
Let us take not^ at this stage, of a cuesticn which might well be

raised namely whether it is right on , '
® Pa^t to apply the yaristookate distribution to bark finance. At lea,st as far as bank credit

IS concerned, if r-tin
'  be given only in th« qfo+

,  , „ e States arid regions where there is
o.emand for it Wpm, „ j_,

~  hanks p^in more credit in a region or State,is argued, than it can absorb*^ But hnu m
But how will a region or. State absorb
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more credit unless the banks themselves take steps to creaAe conditions
for that? Without going into this debate further, let us state our

positioniii) this regard quite bkan;bly, namely that bank finance including
credit, "Ui-giiMQfetingiS as it dees largely from the public sector, could, and
should, be as much amenable to use as an instrument of regional redistribut
ion PS tax finance.^'^ Except for those who would obstinately hold on to the
absorptive capdhity argument, the others should find it quite revolting to
find that, '^at present, banlf finances is serving as an instrument of re- |
distribution in favour of not the poorer of the States ttt the better of j!

!1

States.^'^ This can be seen from Table 4 gi"ving the State-wise ratio of
bank credit, bank investment and bank credit plus b§nk investment to bank

.« deposits. It is the middle-income States which, as a group, come out
best with regard to bank finance, followed by the high-income States.

True, that as far as the ratio of bank investments to bank deposits

is concerned., low-income. Group C, States do better than high-income. Group '

^ States. But shouldn't one have expected better from at least bank .
investments? Shouldn't the banks have, consciously, striven, through the

distribution of their investment, to ensure that, at least, the ratio of

credit plus investments to bank deposits in the low-income States did not
/ /

fall below the all-States' average?- If the banks had done at least this
• much, the low-income. Group C, States would have had at their disposal
additional funds to the tune of Ps.341 crores over a period of seven years
covered by our study. This amount is, of course, small bni^ when one
calculates what these same States should have got, additionally, by of
net bank credit if it were distributed equally a»>ong all the States, each
taking its Share on the basis of its population. Aoconling to oaloulatlcu

'5- ■ ■■; a. ,
Mi " ' ^ c.--jdi;i'"'
fell: L; '¥m
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the additional entitlement of Group 0 States would have worked out to

Rs,1742 crores,

(b) Life Insruance Corporation

Lie finance, which too taJces the fomi of loans as well as investments

(but.we have given the oombined figure only), is also regressively distri

buted among the States, with Group C States getting one-half of the per

capita finance which Group A States secure from this soume. The only con

solation can bo thrt it is a much less regressive source of finance than

bank credit.- •

But why should the poorer States be content with a consolation like

this? Whether it is the commercial banks or life insurance corporation, tht

minimum they oan, justifiably, insist upon is a pattern of investment that

endeavours to make up for the regressive inter-State distribution of their

lending operations.

Term lending to industry
I

The institutions included by us in. this stream are: (l) IndTistrial

Development Bank of India, (2) Industrial Finance Corporation <r.f India,
Industrial Credit and Investment Corporation of India, (4) Industrial
3truction Corporation of India and (5) Unit Trust of India. Some of these
institutions provide refinance to commercial banks which should, strictly
speaking, be excluded, since it would have appeared as bank credit, already-
However, in the absence of State-Wise data on such refinanoing activity
y  institutions, exclusion there of was not possible for us to effect

So, there is a certain element of double counting in i^hese figures.
Distribution of finance to industry by these termi lending institutions

.  ' ' ' observe, almost as strongly regressive as b^f bank credi'^''
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Group 0 States secured I'ess than one-fourth of the per capita finance, which

Group A States got during the period under review. Inter-State deviation

from the average was also quite wide with Maharashtra's index number being

272 and Meghalaya's 24. (Two States, Tripura and Manipur got no finance

from these institutions during the period). It is worthwhile adding that

Group D States taken together were worse of than Group C States in regain to

this source of finance.

Again, a stream of finance that was supposed to have played a major

role in correcting regional imbalances actually followed an opposite course.

In view of the leverage that the term lending institutions have come to enjoy

in recent years with respect to financing of industiy, there can be no two

opinions that they could have played an important role in securing balance

in regional development if the professions about directing concessionaiy
7 /

finance to backward areas-^^had been effectively implemented.

(d) Agricultural Finance

This stream consisting of only the Agricultural Refinance and Develop

ment Corporation is again quite regressive. Group A States secured about

twice as much per capita finance from this source as Group C States and

Group D States are significantly worse of than Group C States.
It is somewhat intriguing that West Bengal, a Group A State, received

negligible finance from this stream. But for that,, the per capita figure

for the group as a whole would have been much higher than Rs.133. In Group

B again, while Assam shared the fate of West Bengal, Orissa secured per
capita finance of only Rs.11. As a result, the range over which per capita
agricultural finance was spread is the widest.
(e) Rural Elect.-Hfication Finance

This is the one stream which can be said to flow most equitably in

l)s
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"bhat. j while Group D Shales did 167^^ belter than the national average,

Group C Stales received as niuch per capita finance from this source as

Group-A States. Group B States received 17^ less than the average. However

when one considers States individvaiiy, Punjab and Haiyana, the two top

income States, are also among the States which did best in benefitting from
even this stream.

Advances to Cooperative Sectn-p

As has been explained above, while there were difficulties in adding

gross flow of this stream with the rest of institutional finance, the inoW
sion therein of the net fipw would have been neither here nor there. So
decided in showing them separately without however incorporation in the tci
firrnCB. It con be seen from Tables 2 and 3 (last two col,™ns of each), «

th respect ro gross advances the position is grossly regressive. Compai'®
to the -per oapita receipts on this score, of Grorp D States, the cor«.po«

P  of Group A States are 18 times higher; compared to Group C Stated
the relative position of Groun A q+o+ • i r

^  about five times better. Group "es do only a little better than the average. Interestingly, as for
agricultural refinance West Bengal did intrl^ingly, badly with respect to
the gross advances of the FBI +r. +v,

® °°op®rative. sector. The other fotirGroup A States did better than the all S+ + ,
,, all-States' average with Gujarat leading

''-hind. In Group B, though Tamilho^ah amateha did cceedin^y well the other f;.r States did very poorly

Judging by ttie net fibres while Grcup C States did badly. Group
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D States did twire as well as the States as a whole or Group A States taken

together. The Group that comes out best with respect to net figures is

Group B. Individually, while Gujarat followed by Tamilnadu did the best

(their ranking with respect to gross figures is also veiy high), Puhjab did
the worst, followed by ̂ ^aharshtra, both having negetive receipts. However,

we doubt that any conclusion can usefully be drawn on the basis of the net
figures.

Total Picture

What is the total picture that car, he said to emerge from the foregoing
analysis of the individual streams comprising institutional finance flqrdng
to the States? Ihe salient features of the total picture are that: (a) inters
State distribution of institutional finance had a very pronounced regressive
bias against low inoome States; (b) this bias operated in favour of high
income States; (o) the regressiveness was contributed very largely by bank ^
finance and term, lending to industry; (d) because of this, the bias in the
inter-State •. distribution of budgetary transfers in favour of the middle

.•o. ,,dr,Pd out SO that the overall inter-State dis-
income States, as a group, xs wape

tribution of total finance can be seen to have operated clearly to the
benefit of high income States,

•Rol fi of Budgetary Transffesrs

In the circumstaraces, what sort of distributive role do we envisage ^ ■

for Central budgetary transfers? Before we attempt to answer ...
stio- it is appropriate that we reiterate our position with respect .to •

u. -1, +-VP -rrle of institutional finance. We do not subscribe to the
the distrxbutxve roxe oi

•  +-+ii+-innpl f-inance cannot, for any weighty reasons, bf used as
uw that institTJtxonai ixdc.i ,

strument to effect re-allocation of resources between rich and poor
view

an in

It*
, 1^ ■

n;':
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States or between less poor and poor States. Indeed, institutional financ©

draws oaaically on the same pool of the community's resources as budgetary

finance, including botKLtaxation and public borrowing. Therefore, the grossly*

regressive pattern of inter-State distribution of institutional finance r©'"^®^

ed by our present study shai3d be begaiddd: a sad evidence of the failure of

this channel of finance to subserve a ma.ior objective of planning.
, however.

To the exten-^hat the institutional finance fails to deliver the goods,

the onus on Central budgetary transfers for reallocation of resources between

States becomes, in our view, much greater. Of course, the prevailing positi®'
.  themselvesIS that even Central budgetaiy' transfers are/somewhat regressive in their

pattern of inter-State distribution. To make up for the regressiveness of
institutional finance, which our study shows to be very pronounced, will o.-al

the introduction ol a very high degree of progressiveness in the inter-

State distribution of Central budgetary transfers.
According to our computations. Group C States should have received

crores, over and above Rs.130S crores actually received by them during the
y  p riod studied by us, if Central budgetary transfers had been distri

buted among Group A, B arri C States equally to ensure for each the
3ame per capita receipt. The amcunt w™id go up to .r.890 crores, if Gf^P "

excluded from the equalisation process. Group C States shoul'i
have received a further Rr.s.ajO crores if institutional finance were also
distributed among all the States, including Gr«p D States, on the.same
equalising basis, if , however, t , Central budgetary tr.»nsfers were also
Assigned the role of making up for the inequit^a inter-State allocations of
institutional finance. Group C States could have claimed a total additionsl
^<*rtion of Rs.3,r^ nrores. While the total shar^ of Group C States ln»=
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■  . transfers would hove gone up, as a result, from the presentCentral budgetaiy tr^nslers wo ^ ^ +
•  r.+ual receipts from this source would have been abou8.6/1 to 29.6/, thexr actual receip , . „

or + • e l-rgor Lsat these oorputaticns appear too staggeringthree and a half time larger. ^
. e- let it be added that all they seek to do is distributeto be rea^atic, institutional finance among the States

— t."!- —- -
on the same per capi s^rection in the present pattern.
ineome States woild call for -lOb g- correction .of the

• ->1 +n drive home is inai x
-x + Tim'nt W-- Wish 10 ai-tvThe importan P i„tel-State distribution, the greater the

present inequitous patt. is allowed to follow its present
vi - h the institutional finance 1freedom with whic bboplayed by Central

•n hnv- to be corrective rox
course, the larger will ha -
budgetary transfers.

of central budgetary transfers to bring about anThe larger is the rol ^sources, the greater will have-to be
,  state distribution of rcsour ,

equitable inter- (Constitution, the Commission

.  f the Finance Commission. Unde . . . ^the role of ^ the division of
•  1- TPsr)onsibili''^y J-uicarries a maDor w c+.ptes but also the inter-State

xt, p,n+re and the v^taie-
fijaTids between the Co ■ . .Central ±nna „^i,r-sc if the Finance Commission

of tho States' shares. Of oour .,allocation- -role as most Commissions so far,

te its rcdistrihutii^e roio, a

"""'! r 1 &- "• •* '• " ~
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capita income state, the matter of intei-district distribution of ftmds
IS extremely important. ̂ As thin^ stand, the tendency is for funds to
flow from backwart to developed districts. O.K. Kolanjiyil, Depiqja«rt
Of Bank Funds, Economic Times, September 5, 1975.

G.K Kolanjiyll, Investment Fort, folio of BanVs '
Esttem, Business Standard, September 1976, „akes a case
or WUing more bank investments to less developed States instead

oredirrT™'"'' bankcredit as well as investment.

The Industrial Development Bank of India whinh ic? • • n
financial institi,+ - . . principal
priorities +-h ^ coordinate in . copvfiasijiiitrsg with national

- ̂̂--ing, promoting

"appropriat V" considers it important to follow an
determine tb assisting projects'' so as to "help "
reductil dl^pereilof industries and facilitate=tfon in regional imbalances by creation of inc«es am emjioyment

6.

7.
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in the relatively backward regions of the countiy". Development

Banking in India.(l976)

B. 
An appraisal in this regard of the roles of the first five Pin^ce

Commissions was attempted in a series of six articles titled,

Centre-State FinfJicial Rolaticns. EPW, May 12, Joine 23, July 21,

August 25, September 22 and October 20, 1975. The sixth Commission's

award was appraised by I.S. Gulati in his article published in EPW,

iinnual Number, 1977.



Table 1: Scale of Financing by Various

1969 and 1976 .

.  . • ■
,  Crores)

At the end of
Institutions March/June

19'69^(1)

At the end of

March/June
1976 (1)

Increases

(4)

1. Commercial Banks I

a) Credit 3213.66 9755.S4 6542.18 (203.6)

b) Investments (2) 501.44 2223.90 1722.46 (343.5)

c) Total 3715.10 11979.74 8264.64 (222.5)

2. Life Insurance 860.49
Corporation

2072.82 1212.33 (140.9)

3. Term Lending Insti-. 519.4-1
tutions to Industry (3)

205S.80 1539.39 (296.4)

4. Agricultural Refinance & ̂0.4,0
Development Corporation

549.39 518,99 (1707.2)

5. Rural Electrification
Corporation 314.82 314.82

Notes: (1) Figures far I.C.I.Q.I. included herein relate to the .end of
1968 and 1975.

(2) Relate only to investment in securities of State Governments
and State associated bodies.

Relates to actual estimates from the inception of these inst-
itutions upto Marclj/June 1969 and March/June 1-^6.

//I Wtnires in brackets in the last column are of percentage
increases between 1969 and 1976,



ta^ie 2: Per Capita Centre-State Financial Flows. 1^6^-76. Bucli'-nt-ry and Institutional
-  (in rupees)

Sij3."bes

(1)

Punjab

Haiyana

Maharashtra

Gujarat

West Bengal

Group A

Net bud-

g:t axy tr
ansfers

(2)

225

233

263

254-

27P

259

Tamil Nadu

Kerala

Orissa

Assam

Kamataka

Andhra Pr idesh 24.3

Group B 273

199

312

355

29A

220

Commercial Banks

Credit Invest- Total .L I C "ding to ARDC RSC t'otal

(3)

ment

(4) (4) (6)

Term lon-
" d Lng to
indusb]y

(7) ' (8)

t'otal Grand % share of IBI adxT-anoes
istituiiaxl

finance to
tutio-

nal
■  +otal

Tip) - (11) (i2)

ccntd.

Gross

(13)

Net

(14)

34j6 ■ 47 393 32 18 28 11 482 707 68.2 237.7 -17.7

186 56 242 55 43 39 8 387 62c 62.4 153.9 :  3.9

)Xt
o

^0

41 349 26 68 11 6 460 ■ 723 63.5 290.8 - 3.13

164 51 215 ;52 59 18 4 348 . 602 57.8 364.2.
i

13.2

146 38 184 17 27 neg 6 234 512 45.7 i3fO - >1.

227 270 21 . 12 _6 366 6^ 58.6 .  193.9 1.0

203 46 249 31 39 14 3 336 ^ 535 62.8 218.4 7.5

117 40 157 33 18 2 3 213 525 40.7 69.1 0.4

24 31 55 23 11 1 9 99 454 22.3 29.1 2.2

40 25 65 16 20 ' - 5 106 600 17.5 1.5 0.0i|.

195 38 233 22 37 16 5 313 533 58.7 123.7 3.0

82 28 110 16 12 12 6 156 399 39.4 70.1 2.2 "

26 160 J3 24 . 1m 222 495 AA. 8 103.6 3.2



C3t' ' C3cjxs-t>2Ljriij.&<3. ̂

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (U)

Uttar Pradesh 226 62 20 82 15 10

Rajasthan 370 56 32 88 29 15

Madhya Pradesh 187 39 18 57 13 9

Bihar 231 38 18 56 14 11

GroTiTD C 235 iQ 70 16 11

Himachal ' .osh869 33 26 59 14 13
Pradesh

Jammu & Ka:.!!.'''•iri205 73 35 108 15 9
Kashmir

Tripura 1038 19 16 35 5 neg

Manipur 1541 18 49 67 20 neg

Nagaland 4452 25 145 170 60 21

®^halaya 1409 37 64. 101 66 6

Grout) D 1271 43 38 20 8

Gra^ Total 277 121 32 153 22

Groups A+B+C 255 123 32 155 22 25

7

4

7

4

4

10

7

6

6  6

neg 21

118

146

93

91

344

516

280

322

33.7

28.3

33.7

27.8

ILi

976 11.0

152 1357 11.5

36.9

63.2

65.7

14.9

43.8

5.7

- 1.7

3.4

- 0.9

- 1.4

- 0.9

0.7

contd.....



(Ta^le 2 continued)

Notes:

1. Net budgetary transfers ~ ^
Fresh Loans minus Central taxes + Grants +

2.: . «°P^ent of old loans and interest charges.
^ between Sl^^tst4dinr°'^^-^'^ credit represent difference
the end of June IQf^Q T,rSf? at the end of June 1976 and that at
able accordinrt^th; for June 1976 are avail-
the -^ornit uSfisLt utilisation• of credit (i.e. where
are available cn Iccatod), the figures for June 1969

inc the -nro-no-r+Tf^ K + ^ according to utilisation ̂ y apply-
s^cSon a^^r+r utilisation and as pJr ^ ̂
for which data on° December, 1972, the earliest point of time
tion made 4 us Is^tLr^v, The underlying assumn-
hetueen ounl 1969 aS LSmbef 1?72?^ undergone suhetantiel changes

Sources of Data:(l) Basic Statistical Returns, June 1976, RBI
(unpublished)

(2) Basic Statistical Returns, December 1972j and

(3) Report on Currency and Finoance, 1974.-75 p.l0S-109
b) Figures for commercial bank investments represent difference betwem

tne out-soanding investments of commercial banks in the securities of
State Governments, and other State associated bodies as at the end of
March, 1976 and March 1969.'

•^ources of Data.: (1) Statistical. Ta>dcs Relating to Banks in India (1969)
and (2) Trend.s in Investments of Scheduled Commercial
Banks 1974--1976, Rf^serve Bank of India Bulletin,
Februaiy 1977, p.156.

3. Fij;;ures with respect to LIC represent the difference betv/een the loans
and investments ontstanding as at the end of '^'arch 1976, and March
1969. Lie makes investments not only in State associated bodies but
also in th. shR.ros an- d.-bonturos of industrial units. These have ̂ ^oen

allocated according to the State of utilisation (i.e. where the
factories are located).

Source; Annual Repoid's of LIC, for various years •

. 4. The figxires are of gross disbursements, made during the seven-year
period, by the term lending institutions catering to industry, ARDC ^
and REG. The State-wise disbursements net of repayments were not
ascertainable either from the annual reports of these institutions
or through correspondence.



5. Reserve Bank of India (EBI) grants credit to co-operatives in three ways;
(1) refinance to State-Co-oporative Banks; (2) subscription to
debentures of Co-operative Land Mortgage Banks; and (3) advances to
State governments to enable them to subscribe to the share capital of
Ljoperatives in the States.Refinance to Cooperatives is the most
important means of RBI Credit and is mostly of short term nature to
cover short terir credit to finance season.al agricultural operations
.including marketing. Gene-rally they are liquidated by the end of the
production cum marketing cycle. The gross figures are of advances
made between July 1969 and June 1976 and the net figures are the out- ■
standings at the end of June 1976 minus out standings at the end of
June 1969.

Deposits of State Cooperative banks with the RBI are not deducted
in arriving at the net I©I credit in the absence of data. But these
are likely to be only of smell magnitudes.

Sources of Data: (l) "Review of the Cooperative Movement in India",
^d (2) The Statistical Statemeris relating to the Co-operative Mcn^ement
in India^ fleserve Bank of India (v^^rious yea.rs).

6. /II States except Group D States have been ranked in descending order •,
according to their per capita State domestic product (l967-70). Group
D Statvs have been shown separately in view of the special consider
ations which usually have-gone into the determination of budgetary-
transfers in their favour.



-L ciL'U. Ci ^ '

D C

Net Budget- ^ ̂  ̂
Term len-

nding to ARDC
0

(1)

aiy transi-
fers

(2)- (3) (4) (5) (6)

industry

(7) (8) (9)

ional

(10)

Gujarat 81 286 147 257 145 72 311 183 224

Haiyana 84 154 175 158 250 172 4B 133 180

Maharashtra 95 255 128 228 118 272 122 100 214

Gujarat 93 136 159 l4l 236 236 200 67 162

West Bengal m- 121 -19 120 77 108 - 100 109

Groun A 94 188 134 1766 141 188 133 100 IZO

Tamil Nadu 72 168 144 163 141 156 156 50 156
Kerala 113 97 125 103 150 72 22 50 99
Orissa 128 20 97 36 105. 44 11 150 46
Assam 178 33 78 42.- 73 80 — "83' 49
Kamataka 79 161 119 152 100 148 178 83 146
Andhra Pradesh 88 68 88 72 73 48 133 100 73

Group B 22. 102 m 105 105 26 111 81 103'

. Uttar Pradesh 82 51 63 54 68 40 78 67 55
^jasthsn 134 46 100 58 132 . 60 44 167 68
MMI^a Pradesh 68 32 56 37 59 36 ^ 78 117 43
Bihar 84 31 56 37 64 44 44 100 42

Total Instttubi- HBI adva-
RE C instLiub- cnol& bud- noes to

getary cccporatives
(G

• ai LX 62. 46 73 44 67 100 51

(11)

144

126

147

122

104

127

ross)
(12)

233

1-51

2g5

296

13

190

109 214

107 68

92 28

122 1

108 121

81 69

ini 104

70 36

105 62

57 84

65 15

70 -41.

Contd,



(Table 3 contd. ) ..

See Table 2 for Abbreviations and Notes

(1) (2) (3) (4) (5) (6) (7) (8) (9) ^10) (11) (12)

Himachal Prrdesh 3U 27 81 39 64 52 350 50 198 6

Jaramu & Kashmir 435 60 109 71 68 36 22 300 71 276 16 ,
Tripura 375 16 50 23 23 -

- 50 20 220 16

Manipur 556 15 153 44 91 - - - 40 331 8

Nagaland 1607 21 453 111 273 84 22 _117 l?.l. 958 6

Meghalaya 509 31 200 66 300 24
- 217 87 324 4

Group D 459 37 119 91 32 11 26?' 60 284 11

Grand To$fal 100 100 100 100 100 100 100 100 100 100 100

A + B + C 92 102 100 101 100 100
%

100 100 101 96 102



,  , , Deposit Batios of

States

Pianj'^t)

Haryana

Maharashtra

Gujarat

West Bengal

Group A

Tamil Nadu

Kerala

Orissa

Assam

Karisataka

Andhra Pradesh

Group B

TJttar Pradesh

Rajasthan

Madhya Pradesh

Bihar

Group C

Himaohal Prrfesh
Jammu & Kashmir
Tripnra

Manipur

Nagaland

Meghalaya

Group D

Grand Total

Credit- Deposit
Ratio

78

103

73

62

50

M

11A

75

51

58

1U

65

_22

52

66

48

41

18

42

24

32

30

19

"investmenir Credit-Invest-
TN •+ lio-fn r» Tn6ntr-Deposx"bDeposit. Itetxo

11

31

10

19

13

26

25

65

36

22

23

■ 26

16

38

22

19

20

14

20

20

90

172

33

18

89

134 .

83

81

63

80

140

100

116

94

136

88

118

68

104

70

60

70

32

62

44

122

202

52

CDSL
TVM

115384
II


