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Executive Summary

Background and Objectives

The main objective of this study is to estimate impact of implementation of
the Seventh Pay Commission on the fiscal accounts of the Centre and State

government over the period 2016-17 to 2025-26.

The study also presents a historical overview of Central and State Pay
Commissions in India, their recommendations and impact on economy and

fiscal health of the Centre and the States.

Pay Commission: Guiding Principles and International Experience

The recommendations of the 1st Pay Commission were based on the concept
of salary provisions necessary for minimum subsistence requirements. The 2nd
Pay Commission focused on ensuring efficient functioning of the system by
recruiting persons with a minimum qualification. The 3@ Pay Commission
added three very important concepts of inclusiveness, comprehensibility,

and adequacy for pay structure to be sound in nature.

The 4th Pay Commission considered factors such as rational and simple pay
structure, motivation to staff, roles based on qualification, etc. Further, the 5th
Pay Commission, in addifion to the principles of equal pay and equal work,
considered demand and supply related factors such as productivity and
comparability vis-a-vis the private sector as well as the role of the state as a
model employer. The éth Pay Commission, however, played down the

comparison with private sector as the entities and roles are not similar.

The 7th Pay Commission further emphasizes on the need to attract and retain
high quality staff but is also concerned with factors such as long term fiscal
sustainability, human resource management reforms. It also highlights the

need to motivate the staff and deliberates on factors such as intangible
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benefits to facilitate fair comparison with private sector along with the role of

the government as a model employer.

The International Monetary Fund (IMF 2016) documents important lessons
about the source of wage pressures as well as the challenges countries
faced when addressing these pressures. Their findings are derived from case
studies of 20 countries and similar studies carried out by other insfitutions, such
as the World Bank.

Some of the findings from the study conducted by IMF which are relevant to
our study are: 1) Streamlining non-wage compensation improves
transparency and fairness of government pay, 2) Robust structural reforms of
the compensation structure can facilitate stronger wage bill control while
ensuring wages are competitive, equitable and transparent and 3)

Compensation reforms can also enhance public service delivery.

Trends in Key Fiscal Indicators

The frends in key fiscal indicators post-liberalization reveal that the share of
revenue deficit as a percentage of GDP consistently increased from 2.5% in
1995-96 to 4.4% in 2002-03. During these years, the gross fiscal deficit was
around 5 to 6% of GDP. However, following the implementation of the FRBM
Act (2003), the gross fiscal deficit was set for a declining trajectory although it
was affected by financial crisis situation during the years 2008-09. Since 2009-
10, the gross fiscal deficit as well as revenue deficit fronts have improved and

both the deficits have consistently declined in recent years.

The revenue receipts as a share of GDP was declining during the 1990s, but it
shows increments during the 2000s. Since 2010s there is a stagnancy in the
revenue receipts to GDP ratio (around 9%). Clearly, the stagnancy in revenue

receipts of the Centre can affect the ability to adjust the revenue deficit. The
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capital receipt which consists of recoveries of loans and disinvestment by the

government has also followed an erratic trend.

The increase in revenue expenditure to GDP ratio has been consistent for the
period 1996-97 to 2002-03. Capital expenditure has been high during this
period. The compression in revenue and capital expenditure from 2004-05
and 2005-06 respectively is due to the implementation of FRBM. The effect on
revenue expenditure to GDP ratio of implementation of CPC is clearly visible
with the effect being more pronounced for 6t Pay Commission which
coincided with various fiscal stimuli being provided to the economy that was
grappling with the global economic slowdown. In fact, there was a 2
percentage point jump in the revenue expenditure to GDP ratio in 2008-09 as

compared to a mere 0.5 in 1998-99 when 5th CPC was implemented.

Notably, interest payment is the major component of the revenue
expenditure even as the government has been able to cut back the interest
payment burden from 35.8 per cent in 1995-96 to 28.7 per cent in 2015-16.
The major components of capital expenditure are loans and advances and
capital outlay. In recent years, a reversal in the pattern of expenditure on
these two components is clearly visible. As of 2015-16, 90 per cent of the total

capital expenditure are in the form of capital outlays.

Central Pay Commissions: Recommendations and Fiscal Burden

The 1st Pay Commission in India was constituted in May 1946. The 2nd Pay
Commission was constituted in August 1957 and gave its report after two
years with a financial impact of ¥ 396 million. The recommendations of the 3rd
Pay Commission amounted to a financial burden of % 1.44 billion for the
central government exchequer. The 4th Pay Commission was set-up in June
1983, which gave its report in three phases within four years. The proposals of

the 4th Pay Commission and the 5th Pay Commission increased the liabilities of
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the government by ¥ 12.8 billion and % 185 billion, respectively (Das 2014). The
annual recurring expenditure of éth Pay Commission was % 220 billion whereas

the financial impact of 7th Pay Commission will be around % 1000 billion.

Analysis of components of revenue expenditure shows that the 5th and 6
Pay Commission recommendations are associated with a quantum increase
in the ratios of committed liabilities vis-a-vis the GDP. The share of committed
expenditure increased to 7.4 in 1998-99 and was 7.6 in 1999-00 while
implementing the recommendations of 5t Pay Commission. Similarly, the
ratio was 6.1 and 6.4 in 2008-09 and 2009-10 for the 6t Pay Commission. The

peaks are prominent in case of salary as well as pension.

The 7th Pay Commission: Fiscal Impact on the Centre

We forecast fiscal indicators to estimate the fiscal burden imposed by the
recommendations of the 7th CPC. We present a Base scenario that involves
projections for the fiscal profile assuming continuation of the trend in growth

rates of various components of revenues and expenditures.

Further, an Alternate scenario is developed that would adjust the growth in
salaries to account for the effect of increase in salary expenditure due to 7th
CPC recommendations. A comparison of the two scenarios i.e.
superimposing the salary expenditure (with 7th CPC recommendations) under
Alternative  scenario on the salary structure  (without 7t CPC
recommendations) of the Base scenario would provide the magnitude of the

fiscal effects (assuming other fiscal parameters variables as in Base scenario).

It may be noted that given the ongoing structural changes in the Indian
economy, we observe high errors when growth of key fiscal indicators is
projected based on their past values. Therefore, we use estimates of the
average annual growth rates on the basis of last 6 years (2010-11 to 2015-16)

as these trends are expected to be provide a more consistent rate of
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increase that is observed post the implementation of the 6th Pay Commission
recommendations. The year on year growth rate in pension and salary is 9.8%

and 8.9%, respectively.

As per the 71 Pay Commission, the recommended increase in pay and
allowances is 23.5 per cent whereas the increase in pensions is 23.6 per cent.
These increments, in addition to the historical growth rates of other fiscal
parameters is used to project the pay and allowance and pensions for 2016-
17 and 2017-18. Thereafter, for the years 2018-19 to 2025-26, it is assumed that
the pay and allowances as well as pensions will increase at the historical
growth rates experienced during 2010-11 to 2015-16. It may be noted that
the pay and pension hike recommendations were implemented in 2016-17

and the hike in allowance has been implemented in 2017-18.

Using the two approaches, the pension bill of the Central government for the
next 10 years is estimated to be %3603 billion. The Salary expenditure is
estimated to be around %11516 billion. The change in fiscal deficit to GDP
ratio due to the implementation of recommendations of the pay commission
could be around 0.5 for 2016-17 and 0.4 for 2017-18. It can be said that the
deficit to GDP ratio will increase by 1 point. The findings are in line with other
studies which had estimated the effect for previous and 7t Pay Commission
based on simulations (Ray et. al. 2015; NIPFP, 2016; Mohan, 2008).

The 7th Pay Commission: Fiscal Impact on the States

The implementation of the recommendation of the Pay commission for
different States will be either from 2016-17 or 2017-18. Most of the states
usually implements the recommendations of the Central Pay Commission
whereas some accept the recommendations with variations. However, it
may be noted that it is not necessary for the state governments to implement

the CPC and some states set up their own Pay Commission for such revisions.
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Also, the timing of the setfting of Pay Commissions of different States and the
year during which they come up with their recommendations might not
coincide with that of the CPC. For instance, Kerala, Karnataka and Andhra

Pradesh follow their own separate schedule.

e Since there is a lack of information about the actual implementation date of
7th CPC and the proposed hike in pay and allowances, we assume that the
States would follow the recommendations of the 7 CPC. In other words, it is
assumed that the states would increase the pay and allowances and
pensions by 23.5 per cent and 23.6 per cent, respectively. Given the data
availability, 16 States have been identified for the purpose of analyses which
includes Andhra Pradesh, Bihar, Chhattisgarh, Gujarat, Haryana, Himachal
Pradesh, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharashira,
Odisha, Rajasthan, Tamil Nadu, Uttar Pradesh and Uttarakhand.

e Data for the period 2010-11 to 2015-16 has been used. The trends are studied
for the period 2005-06 to 2015-16 to identify the years in which the hike for the
6th Pay Commission was implemented. We follow the method applied for
estimating the fiscal burden of 7th CPC for the Centre. The additional burden
of pension will be the highest for Uttar Pradesh (% 1106 billion) followed by
Andhra Pradesh (X 967 billion). The salary burden will be the highest for
Maharashtra (X 2926 billion) and Andhra Pradesh (X 2534 billion).

Association between deficit indicators and salary / pension expenditure

e Panel Vector Auto-regression models (PVARs) have been used to study the
association between deficit indicators (fiscal and revenue) and pay and
allowance and pension. In PVARs, a multivariate panel regression is fitted
with each dependent variable on lags of itself, lags of all other dependent
variables and exogenous variables. The estimation uses generalized method
of moments (GMM) econometric technique. The dependent variables in the

models are fiscal deficit and revenue deficit. The independent variables
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include revenue receipts, salary, growth rate in GDP and pension. All the
variables are expressed as a ratio of GDP except for growth rate in GDP. We

also create a new variable by combining salary and pension expenditure.

e The results for first order PVAR model are based on a panel of 12 States and
data covering the period 1995-96 to 2015-16. Two types of models have
been fitted. In one model only the variable of interest which is either salary or
pension or sum of the two has been considered. In other model, other
variables are infroduced to obtain adjusted estimates. The salary/GDP ratio is
found to be positively and significantly associated with the fiscal deficit. In
the models where revenue deficit have been used as the dependent
variable, salary/GDP ratio is significant. But, in the complete models, pension

is significant at 5 per cent level, combined salary and pension is insignificant.

e Further, Auto-Regressive Distributed Lag (ARDL) model is applied to estimate
the effect of salary and pensions on fiscal and revenue deficit of the cenfral
government. The estimated long run coefficients from the ARDL model
display a positive and significant association between fiscal deficit and salary
expenditure. Model 1 and Model 2 coefficients suggest that fiscal deficit to
GDP and revenue deficit to GDP increase by 1.56 and 1.25 times for a unit
increase in salary to GDP. The pension expenditure has a positive association

with revenue deficit but no such olbservation is associated with fiscal deficit.

Spillover effects of Pay Commission on private sector wages

e Although private sector wages are determined by factors such as business
environment and profitability prospects but pay hikes in wages of the
government employees is expected to spillover to the private sector. A
change could be expected in the level and distribution of wages given the
nature of the competition between the two sectors. While there are no
specific Pay Commission related studies, but a few studies have examined

the association between private and public sector wages.
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We estimate the spillover effect using the Annual Survey of Industries data for
the period 1995-2014. ASl is the most important source of industrial statistics of
the registered organized manufacturing sector of the economy and extends
to the entire country. Of particular interest is the corporate sector which
includes Public and Private limited company; Government Department

Enterprises and Public Corporation.

A simple linear regression model is estimated for wage growth under each
type of organization with inclusion of time trend and a dummy variable to
capture the effect of the Pay Commission recommendations during specific
years of implementation. The dummy variables are used for the years 1997
and 1998 for the 5th Pay commission and 2008, 2009 and 2010 for the 6t Pay
Commission. Therefore, we used a dummy to study the change in growth

rates during these years.

A graphical analysis of year-on-year growth rates in wages per employee by
different type of organization suggests that there is an increase in growth rate
during the Pay Commission years. It can be observed that since the
implementation of the 5t Pay Commission the gap between the average
wage per worker across partnership and unincorporated sectors has
remained lower as compared to corporate sector and co-operative
societies. The wage differential which was around % 26,000 in 1995 has
increased to % 46,000 in 2014. Clearly, the workers in corporate sector and

cooperative societies have been better-off.

The regression results show that the dummy variable for the Pay Commission
years are significant for all but the handloom industries. The value of dummy
signifies that the increase in the growth rate is the highest for “Others” and
Khadi and Village industries. The jump in wage per employee in corporate
sector is lower during the implementation of 6" CPC. Nevertheless, this results

should be considered along with the fact that wage per employee could
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also be affected by external factors which might be difficult to disentangle

due to data limitations.
Major Conclusions

e Revenue expenditure accounts for the bulk of the Cenfral government
expenditure and has increased from 78.5 per centin 1995-96 to 85.9 per cent
in 2015-16. The share of capital expenditure has declined from 21.5in 1995-96
to 14.1 per cent in 2015-16. Interest payment is the major component of the
revenue expenditure even as the burden has reduced from 35.8 per cent in
1995-96 to 28.7 per cent in 2015-16. The share of defence expenditure has
declined whereas share of subsidies is relatively high. Since 2009-10 there is
consistent decline in gross fiscal deficit and revenue deficit. However, since
2010s there is a stagnancy in the revenue receipts to GDP ratio (around 9%).
The capital receipt which consists of recoveries of loans and disinvestment by

the government has been inconsistent.

e The Iimplementation of the 7th CPC recommendations will impose
considerable fiscal burden. The additional pension bill for the next 10 years is
estimated to be 3603 bilion. The additional pay and allowances
expenditure is estimated to be around 11516 billion. The change in fiscal
deficit to GDP ratio due to the implementation of recommendations of the
pay commission is estimated to be around 0.5 for 2016-17 and 0.4 for 2017-18.

The deficit to GDP ratio is estimated to increase by 1 percentage point.

e The additional burden of pension will be the highest for Uttar Pradesh (X 1106
billion) followed by Andhra Pradesh (X 967 billion). The additional salary
burden will be the highest for Maharashtra (X 2926 billion) and Andhra
Pradesh (X 2534 billion). While the salary expenditure for the State
government has been declining but interest payments and pensions remain

prominent concerns.
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There is a positive and significant impact of salary and pensions on fiscal and
revenue deficit of the cenfral government. A similar association is observed
for the states where the salary/GDP ratio is found to be positively and

significantly associated with the fiscal deficit.

A graphical analysis of year-on-year growth rates in wages per employee by
different type of organization suggests that there is an increase in growth rate
during the Pay Commission years. Since the implementation of the 5th Pay
Commission the gap between the average wage per worker across
partnership and unincorporated sectors has remained lower as compared to
corporate sector and co-operative societies. The regression results suggests
that the Pay Commission years witness significant increase in the wage bills of

all the sectors excluding handloom industries.
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] INTRODUCTION

1.1 Infroduction

Revision of pay scales based on the recommendations of the 6" CPC had
significant impact on the total expenditure of the Union Government as well as
the overall fiscal deficit levels. The Report of the 14th Finance Commission notes
that the pay and allowances of Union Government employees increased more
than two-fold between 2007-08 and 2011-12, from Rs.74,647 crore to Rs.166,792

crore due to the implementation of the éth CPC recommendations.

Following the revision of the Pay and Allowances, the total expenditure of the
Union Government increased from about 0.9 per cent of GDP in 2007-08 to 1.2
per cent of GDP in 2008-09 and further to about 1.4 per cent of GDP in 2009-10.
Similarly, expenditure of the Union Government on pensions increased from 0.5
per cent of GDP in 2007-08 to about 0.9 per cent of GDP in 2009-10. The spike in

total expenditure gets moderated in 3 to 4 financial years.

The magnitude of the revision of the Pay and Allowances can have
considerable fiscal implications particularly when simultaneous government
expenditures are to be incurred in the form of interest payments, other
governmental spending as well as spike in oil prices and imports. In fact, some of
these expenditures are purely exogenous shocks (such as oil prices). It is worth
noting that between 2004-05 and 2009-10, there was a decline in the interest
expenditure which helped to reduce the overall expenditure on salary, pensions

and interest payments together from 5.67 per cent of GDP to 5.56 per cent.
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Following the recommendations of the 6'h CPC, most States also undertook pay
revisions. These revisions were largely carried out between 2009-10 and 2011-12,
with significant fiscal expenditure on pay and pensions related arrears. However,
with buoyancy in tax revenue along with increased tax devolution, State

finances were relatively less affected.

Pay Commissions can impose certain fiscal expenditure requirements but the
nature and magnitude of the impact is also dependent on certain other fiscal
and economic factors. With uncertainty around the fiscal impact, it is critical fo
review the fiscal implications of the various Pay Commissions to understand the
nature and magnitude of the resulting fiscal imbalances. Therefore, an analysis
of the implications of Pay Commissions on the fiscal parameters of the Centre
and the States can provide valuable insights regarding the fiscal implications.
Besides, it is also worthwhile to understand the spill-over effects of Pay

Commission on economy and subsequently on private sector wage growth.

1.2 Research objectives

Broad Obijective: To present an historical overview of central and states pay
commissions in India, their recommendations and impact on economy and

fiscal health of the Centre and the States.
Specific Objectives: The specific objectives are as follows:

a) To examine the rationale of setting up periodic Pay Commissions and
whether paid allowances of government and other entities should not reflect
competitive market forces (Discussed in Chapter 1)

b) To present a brief history of Central and State government Pay Commissions
and summarize the principles underlying Pay Commission recommendations
(Discussed in Chapter 2)

c) To develop a quantitative summary of the Central government and each
State government Pay Commission recommendations with focus on changes in
wages, salaries, and allowances (Discussed in Chapter 3 and Chapter 4)
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d) To analyze the effects of Pay Commissions on fiscal accounts of the Centre
and the States. Historical analysis and projections over 2020-25 (Discussed in
Chapter 3 and Chapter 4)

e) To quantify the arrears from Pay Commissions, and how they are
accounted in the fiscal accounts of the Centre and the States (Not attempted
because data is not available)

f)  To understand spill-over effects of Pay Commission on wage growth in India
(Discussed in Chapter 5)

1.3 Background

The government specifies recruitment rules to get an efficient and competent
workforce. Economic changes- due to national and international conditions —
often impact the living conditions of the salaried class. In a consumer economy,
the economic value of the salaries can diminish more rapidly. Regular pay
structure revisions are critical to attract better talent to public service. The size of
the public wage bill is typically an important issue of economic policy. The
government at times have limited resources and might be keen on reducing the
wage bill burden. One option could be to allow the inflation to erode the real
wages. However, these cut in real salaries do not go unnoticed and are likely to

impact the motivation and efficiency of the employees.

Clearly, governments are caught in a vicious cycle. The provision of higher
wages can leave government with too little resources for other activities. And,
the strategy to keep low wages might result in a de-skilled and poorly paid
workforce. The society suffers. Social sector services need to be more
professional and delivery oriented. The problem is compounded when the salary
for skilled personnel in private sector grows at a faster pace. There is a tfrade-off
between compensation and productivity. Therefore reforms should be
implemented such that the incentives of the employees are not distorted. Given
that the output in the public sector is not marketable it is difficult to estimate the

vales of these services. The solution could be to compensate public sector
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employees at a rate which is comparable (if not equal) to that for equivalent

skills which are marketed in the private sector.

Also, there are significant differences in benefits and emoluments of cenftral
government and PSU employees. PSUs are set up with different purpose and
rationale whereas central government offer a vast and complex range of
services. The nature of work and services are therefore not comparable and
hence the central government pay structure should be determined on its own
merit. Nevertheless, the PSU pay structure should also be reviewed to

understand best practices to enhance productivity and accountability.

Also, relativity should be considered. Central government services are more
complex and diverse than private sector. Perception of huge pay disparities
between central government and private sector — particularly at the senior level
exist. The comparisons however also need to account for range of benefits and
allowances as well as intangibles such as job security, job stress, work-life
balance and prestige in government service. In private sector, cost-to-company
of the employee is inextricably linked to performances which often are
associated with market conditions and implies uncertainty of tenure. The high
packages offered to certain private sector employees is skewed and is not
necessarily the industry average. However, there should be scope for offering
higher package to government employees for certain demanded skills on @

fixed term basis.

To conclude, Civil service reforms are critical for good governance and
economic progress. Non-core duties should be offloaded to competitive sector
(NGO, private). Right-sizihng of government and services are required to make it
functional, productive, cost-efficient and service oriented. The reforms should
aim at structural changes that strengthen the link between productivity and
wage bill, the end product of which should be efficiency in delivery of social

services. Moreover, the changes should be commensurate with the fiscal space.
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BRIEF HISTORY OF PAY COMMISSIONS
2 IN INDIA AND EXPERIENCE OF OTHER
COUNTRIES

2.1 Brief history of Pay Commissions in India

The 1st CPC was established on January, 1946 and it submitted its report in May,
1947 to the interim government of India. It was under the chairmanship of
Srinivasa Varadachariar. A departmental Committee was set up separately for
deciding the emolument structure for the armed forces. The recommendations
of the 1st CPC were based on the idea of minimum subsistence. Till the setting up
of the first commission the broad principles enunciated by the Islington
Commission which was set up in 1912 were being accepted by the government.
The 1st CPC did not attempt to remedy the social inequalities and pattern of
economic distribution. It just focused on the idea of minimum wage being
discussed in the country. It did acknowledge the fact that educational
qualifications of candidates are important considerations. On the issue of
increasing the salaries up to the level being received by private counterparts,
the commission believed that the importance of commission will increase with
expansion of State activities. Therefore, the remuneration of public service

employees need not be lower.

The 2nd CPC was set up in August 1957, 10 years after independence. The 2nd
CPC reiterated the principle on which the salaries have to be determined. It
stated that the pay structure and the working conditions of the government
employee should be crafted in a way so as to ensure efficient functioning of the

system by recruiting persons with a minimum qualification. The Departmental
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Pay Committee, set up after the 2nd pay Commission was called the

Raghuramiah Committee(1960).

The 39 CPC set up in April 1970 gave its report in March 1973. It took almost 3
years to submit the report. The chairman was Raghubir Dayal. The 3d CPC
added three very important concepts of inclusiveness, comprehensibility, and
adequacy for pay structure to be sound in nature. Inclusiveness meant that the
pay structure and the career pattern adopted for the civil service should be
broadly adopted by autonomous quasi- governmental organizations. This was
suggested to stop the competitive bidding across various public sector
organizations. Inclusiveness according to 3@ PC also refers to the desirability of
the commission to employ people on long term basis so that they can give their
best without worrying about future prospects. The second criterion is that of
"comprehensibility’. This means that the pay scale proper should provide a true
and comprehensible picture of the total remuneration given to the Government
employee. The third requirement is "adequacy". The principle that the pay given
to a government employee should be adequate can be examined from two
aspects. Firstly, it should be internally adequate. It should take due cognizance
of the individual's attributes, such as education, training and skill, as well as of
the duties and responsibilities attached to the posts, and should remunerate
each post accordingly. It should also be externally adequate which implies that

the employees must be able to enjoy a certain standard of living.

The 3@ CPC went beyond the idea of minimum subsistence that was adopted
by the 1st CPC. The commission report says that “the true test which the
government should adopt is to know whether the services are attractive and it
retains the people it needs and if these persons are satisfied by that they are
getting paid”. The 39 PC took note of the principle of equal pay for equal work
while deciding the pay structure. The 39 PC confroversially recommended that

military pension be de-linked from military service conditions to conform to civil
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pensions. On the basis of the 3 CPC recommendations One Rank, One Pension

(OROP) was terminated, the basis of military pensions till then.

The chairman of 4th CPC which was set up in 1983 was P N Singhal. There is no
such specific requirement in the terms of reference of the 4th PC to mention the
principles of pay determination. Instead of principles the 4th PC mentions a

number of factors which have been considered by them:

1.The pay of a post should be such as to attract persons of required

qualifications and caliber.

2. The pay should be sufficient and satisfactory enough to motivate the

employee for the efficient performance of his duties and responsibilities.

3. The remuneration of the employee should be such as not to make him
dissatisfied or generate a feeling of deep-seated unfairness so as to drive him

to seeking employment elsewhere.

4. The salary structure should be coherent and should adequately reflect the

substantial differences in the nature and responsibilities of the various posts.

5. Structure of emolument should allow the employee to lead simple life at a

level or standard considered satisfactory by him.

(o8

. The pay scale may not give rise to a sense of deprivation or frustration in the

employee on comparing his lot with his compeers.

7. An assurance to the employee that his emolument will not erode by

increases in the cost of living.

8. A pronounced, objective and well-defined policy of promotion can also go

a long way in adding to the weight of the pay structure.

O

. Pay structure should be simple and rational (plethora of pay grades)
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The 5t CPC started functioning in 1994. The chairman of 5" CPC was Justice S.
Ratnavel Pandian. The other members were: Suresh Tendulkar, Professor Delhi
school of Economics; and M.K Kaw, Indian Administrative Service. The earlier
characteristics such as inclusiveness, comprehensibility and adequacy were
considered by 5th CPC. In addition, the principles of equal pay and equal work,
demand and supply considerations, fair comparison, model employer and

productivity has also been used.

In July 2006, the Cabinet approved the éth CPC under Justice B.N. Srikrishna with
a timeframe of 18 months. The commission states that “A comparison of salaries
between the public sector and the Government may not be appropriate as it
would not be a comparison between similarly placed entities. However, the
Commission did study the mechanism by which the salaries of employees of
public sector undertakings are determined and the conditions that govern them

with the aim of examining if any comparison could be drawn”.

In 2013, the 7th CPC was approved. Justice Ashok Mathur was the head of the
commission and the recommendations were accepted and implemented with
effect from 2016 onwards. The commission has considered following objectives

which the level and structure of compensation should attempt to achieve:

It is sufficient to attract and retain high quality staff

[t motivates staff to work hard

It induces other human resource management reforms

It ensures long term fiscal sustainability

Intangible benefits should be considered while pay fixation fair comparison

with private sector and government as a model employer
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Further the Commission maintains that “a mere comparison of the salaries
should not form the benchmark for remuneration, it is to be viewed keeping in
mind the uniqueness inherent in the government in terms of security of tenure,
assured prospects of financial progression even when no promotional avenues
exist, leave and pensionary privileges which are not available to their

counterparts in the private/public sector”.

2.2 Experience of Other countries

Although a number of research articles are available on civil pay reforms
however very few studies document the working of pay commissions. In late
1970s, UK initiated civil service reforms to reduce excessive bureaucratization
and regulations. Financial management was aligned with departments with
direct accountability of managers Privatization was sought to ensure
competitive and quality service standards. The Low Pay Commission (LPC) was
setup in 1997 in UK. LPC is an independent body that advises the government on
the National Minimum Wage. It is an advisory non-departmental public body of
the Department for Business, Innovation and Skills. It was established on a non-
statutory basis before being confirmed in legislation by the National Minimum

Wage Act 1998. It was designed to tackle the worst extremes of low pay.

The LPC is involved in carrying out extensive research and consultation, and
commissioning research projects. It analyses relevant data and actively
encourage the Office of National Statistics to establish better estimates of the
incidence of low pay. They make visits throughout the UK to meet employers,
employees and representative organisations. Surveys of firms in low-paying
sectors are also carried out by the LPC. Consulting with employers, workers and
their representatives and taking written and oral evidence from a wide range of

organisations allow them to make informed recommendations.
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It might not be possible to compare their pay recommendations with those of
India’s pay commission since they submit a report to the government each
October making recommendations on the future level of the National Living
Wage and National Minimum Wage rates which if accepted are implemented
from April of next year. As of 2019 the UK government has accepted the
recommendations of LPC. The increase in the National Living Wage (NLW) to
8.21 pounds in April 2019 will ensure a pay rise for the lowest-paid workers that

exceed both inflation and average earnings.

The civil pay structure of India, Pakistan, Bangladesh and other neighbouring
countries are influenced by the British who controlled these regions. In Pakistan
independent pay commissions headed by senior retired civil servants have
always fixed the pay scales. The divergence in pay of high paid British officers
and low grade local officers resulted in rejection of the 1st CPC's
recommendations in 1948-49. The incentive to join public sector was provided
by the 2nd CPC of 1970. The pay commission of 1972 eventually compressed the
650 pay scales to 22 national pay scales. The subsequent pay commissions of
1977, 1983, 1987, 1991, 1994, 2001 and 2005 have confinued with these twenty-
two scales with the declared objective of narrowing the gap between the
highest paid and the lowest paid. However, this gap remains fixed at 1:9 for the
last four salary revisions between 1991 and 2005. This coupled with low real
wages, increasing trend towards contract employment, and no motivation to
excel makes the government employment least attractive compared to the
private sector (Bilquees, 2006). The problem with the revised pay structure is that
although nominal increase fluctuates widely but the real wages have continued

to decline because of high inflation.

In case of Bangladesh, the pay structure which it inherited at the time of
independence was mulfiplicity of scales. There were as many as 20 different

scales. The key considerations while fixing up the minimum wages are: size of

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

family, basic needs of such families and inflation. In the past cost of diet for an
adult person, fuel, clothing and other items have been considered to define the
minimum (Obaidullah, 1995). Sultana and Modak (2013) observed that National
Pay Scale 1991 and 1997 failed to set a pay structure which was getting the cost
of living as well as livelihood of the employees. Clearly, the revised pay in case

of Bangladesh is not enough for families to meet their expenditures.

The pay system in China used to be egalitarian. Such a pay structure was helpful
in reducing the income gap across different social classes and occupations.
However, in 1950’s the communist party came with an idea of rank based pay
to foster good performance which was clearly against the ideology of socialism.
To reduce the wage differential in pay, nation was divided into 11 regions with

each having a 30 rank pay scale. The scales reflected the cost of living.

Gradually, China moved to market based reforms and a massive change in the
system to fix pay took place. In 1985, a structural salary system was
implemented. In 1993, the civil system was completely transformed, with
recruitment taking place through exams. It was decided that annual increments
and bonuses will be provided on the basis of performance and change in cost
of living. The 1993 reforms failed to provide adequate salaries to the employees

which led to moon-lightning activities and corruption (Jun Ma, 2011).

Similar concerns of efficiency and market competition are there in New Zealand
which gave greater budgetary control to managers (with fixed tenures) to
deliver and perform. In late 1980s Canada and Malaysia also graduated toward
a customer-oriented quality service delivery mechanism - this allows greater

departmental control and flexibility in budgeting.

The wage policies followed by the government in the past have been studied to
understand the subsequent impact on the performance of the government. In

this context, Lindauer et. al (1988) have studied the government wage policies
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in Africa. They report that few African governments had followed a policy that
favors low skilled workers, particularly in Nigeria, Senegal and Zambia. Equal rise
in wages was provided to all the low skiled workers belonging to different
categories. This narrowed the gap between highest and lowest salaries over
time. A similar tfrend was observed in the private sector as well. However, the
problems were exacerbated since the employment levels remained
unchanged. The problem of low real wages persisted. The low salaries at higher
levels resulted in higher attrition rates with many people moving to private
sector. This resulted in loss of productivity of lower level staff, with high quality

people leaving the organization.

Robinson (1990) has warned against infrequent salary revisions. Annual
adjustment of salaries in private sector might lead to discontentment among
government sector employees where the salary revisions take place every five
years. Also, the purchasing power of salary is greatly eroded because of the
time lag in the revision of salaries. The, there are problem of inflationary
tendencies as the employees in other sectors might ask for higher pay in wake

of the implementation of the pay recommendation in the public sectors.

Chew (1993) has studied the Civil service pay reforms in the Asia-Pacific region.
Some of the key findings from his paper are quite relevant even today. Firstly,
overstaffing reduces efficiency as the extra staff may be assigned unnecessary
duties. Consequently, the productivity of other people who are doing
satisfactory work goes down. Secondly, low remuneration could compel the

employees to shun public sector jobs.

IMF (2016) documents important lessons about the source of wage pressures as
well as the challenges countries faced when addressing these pressures. Their
findings are derived from the 20 country cases and studies carried out by other
institutions, such as the World Bank. Some of the findings relevant to our study

are: 1) Streamlining non-wage compensation improves fransparency and
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fairess of government pay, 2) Deeper structural reforms of the compensation
stfructure can facilitate stronger wage bill control while ensuring wages are
competitive, equitable and transparent and 3) Compensation reforms can also

enhance public service delivery.

To conclude, short term fiscal balances are adversely affected with the
implementation of the wage bills. Inflationary tendencies are aggravated as the
hike in public sector wages are transmitted to private sector. Clearly, effectively
managing the wage bill is a challenge given the limited budget of the
government. Problems in India will compound in the future as the demand for
health care services by the ageing population and education for the young will
increase. Effective institutions and policies are required to ensure that increased
spending on the wage bill is reflected in the cost effective delivery of quality

public services in a fiscally sustainable manner. The methods followed by

different countries for fixation of wages are presented in Table 2.1.

Table 2.1: Experience of civil pay reforms in selected countries

Country
SN (Poyn . Scope Act/Committee Committee Members Revision Logic for seffing
[} Commissi frequency wages
on)
Germany Civilian Collective
] (No) Workforce bargaining NA NA NA
Commission comprises
a Chairperson and Comparison with
. . seven members, all of .
Ireland Public Service - private sector
2 - . whom were appointed -
(Yes) Pay Commission L wages and cost
by the Minister for of livin
Public Expenditure and 9
Reform
Collective
- bargaining Comparison with
Netherlan Civilian Every 2 .
3 between NA private sector
d (No) Workforce N years .
organization and job confent
and trade unions
LPC consists of nine
Low Pay To meet the
United . Low Pay Commissioners who government's
. For Private L
4q Kingdom Commission are selected. They are Annual target of 60 per
sector -
(Yes) (LPC) employers, tfrade cent of median

unionists and
academics.

earnings by 2020
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Country
SN (Poy‘ . Scope Act/Committee Committee Members Revision Logic for setfing
o Commissi frequency wages
on)
Office of
Manpower
Economics (
Provides an
independent
secretariat to
eight pay review
bodies including
Armed Forces’
Pay Review
Body (AFPRB);
Review Body on
Doctors’ and Inflation target
Dentists’ . '
. reginal and local
Both public Remuneration variation in
United sector (DDRB); NHS Pay labour market
. . Review Body L o
4b Kingdom  civilian and (NHSPRB): Prison Around 30 civil servants Annual and affordability
(No) non-civilian N of
employees Serylce Pay recommendatio
Review Body
(PSPRB); School ns are
Teachers' considered
Review Body
(STRB): Senior
Salaries Review
Body (SSRB)
Police
Remuneration
Review Body
(PRRB); National
Crime Agency
Remuneration
Review Body
(NCARRB))
Departments of
Both public the Should be .Wi’rhin
_ sector gove_rnmen’r agencies
5 Australia civilian and negotiate base NA Atleast 3 budget and
(No) non-civilian salary with years maintain
employees respec’rive community
public sector standard
unions
Directs the President to
Federal establish the Federal Tied to overall
Employees Pay Pay Council. Includes pay rates as
Comparability representatives of measured by
6 US (No) Civilian Act; President major Federal Annual the Employment
Workforce has also the employee labor unions Cost Index
authority for as members of the PREPARED BY
providing Council. Revises Labour Bureau,

administrative
provisions.

alternate plan varies by locality
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Country
SN (Poy‘ . Scope Act/Committee Committee Members Revision Logic for setfing
o Commissi frequency wages
on)
Selection and Revised
appointment of every 5
civil servants, the year for
issues of grade those who
promotion, hold the Public employee
Both public fraining, and highest rank payment is
. sector retrement have and revised corresponded
Vietham - . . -

7 (No) civiian and  been mentioned NA every three  with a national
non-civilian in the laws and years for minimum wage
employees  regulations. The middle rank  for which CPl is

minimum wage officials and used
is regulated by every two
the provisions in years for
the Vietham low rank
Labor Law. officials.
It comprises of Comparison with
Both public representatives from private secor
. sector . the three social and nature of
Singapore - National Wages
8 civilian and . partners — the Annual work and
(No) - Councill
non-civilian employers, the frade performance
employees unions and the and
Government. quadlification
Both public Not qleorly
mentioned .
- sector Salary . To make it at par
Phillipines - T will be . .
9 civilian and Standarization NA . with private
(No) L implemente
non-civilian Law sector wages
dover 4
employees
years
Both public Imple_men’re .
. dsingle Link pay and
sector Fair Wages and . v
Ghana - - . . spine salary productivity, to
10 civilian and Salaries No information
(Yes) L L structure reduce pay
non-civilian Commission : "
employees over 2010- disparities
2014
The Commission is
South - . OSS'ST?d in its fask L?y a Inputs provided
. Civilian Remuneration full time Secretariat .
11 Africa - - . Annual by bargaining
Workforce commission consisting of officials .
(Yes) . councils.
on the establishment of
The Presidency.
A number of
factors such as
Nomination from the social oqd
) . economic
. Parliamentary Service .
Both public - . environment,
. Commission, Judicial o
sector Salaries and . . prevailing rates
Kenya L . Service Commission, Every 4
12 civilian and Remuneration from market,
(Yes) - e Senate on behalf of years .
non-civilian Commission bargaining
employees the county agreements
Government and the o '
. prevailing labour
Defence Council. L
productivity
index, efc are
considered.
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IMPACT OF PREVIOUS PAY COMMISSIONS
AND ESTIMATED IMPACT OF 7t CPC ON
FISCAL  ACCOUNTS OF CENTRAL
GOVERNMENT

3.1 Pay Commissions in India

The financial impact of previous pay commissions along with details about their
implementation are presented in table 3.1 below. The 1st CPC was constituted in
May 1946 and the last pay commission (7th CPC) came with ifs
recommendations in 2014-15. The real increase recommended in minimum pay
by each Central Pay Commission over the existihg minimum pay is also

presented. The highest real increase was 54 per cent in the 6 Pay commission.

Table 3.1: Real increase in pay in each pay commission

S.No. Pay Commission Financial Real increase Increase in per
Impact in pay capita NNI

1 2nd CPC (1957-59) ¥ 396 million 14.2%

2 3rd CPC (1970-73) X 1.44 billion 20.6% 4.1

3 4th CPC (1983-87) X 12.8 billion 27.6% 5.5

4 5th CPC (1994-06) % 185 billion 31.0% 7.1

S 6th CPC (2006-08) % 220 billion 54.0% 8.5

6 7th CPC (2014-15) % 1000 billion 14.3% 4.1

Source: 7th CPC report

Note: Increase in NNI (constant price) is annual increase between implementation of pay
commissions. First PC was set up in 1946-47.

Table 3.2 below brings out the trend in pay structure in the government of India
over the years. Compression ratio has been taken as a ratio of maximum salary
drawn by the Secretary to Government of India to minimum salary drawn by the

lowest functionary in the government. A decline in compression ratio is visible.
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Table 3.2: Minimum and Maximum Pay, Pay Commission Recommendations

CPC Year Minimum Pay Maximum Pay Compression Ratio

1st CPC (1946-47) 55 2000 36.4
2nd CPC (1957-59) 80 3000 37.5
3rd CPC (1972-73) 196 3500 17.9
4th CPC (1983-86) 750 8000 10.7
5th CPC (1994-97) 2550 26000 10.2
6th CPC (2006-08) 7000 80000 11.4
7th CPC (2014-15) 18000 225000 12.5

Source: 7th CPC report

Table 3.3 below brings out the trend in pension structure. The revised minimum
pension in éth PC was %3,500. It was 2.26 time the pre-revised pension of %1,275.

The minimum pension is coming out to be % 9000 as per calculations of 7th CPC.

Table 3.3: Minimum-Maximum Pension, Pay Commission Recommendations

Minimum Maximum Minimum Maximum
CPC . . . . . .
Pension Pension Family Pension Family Pension
4th CPC 375 4,500 375 1,250
5th CPC 1,275 15,000 1,275 9,000
6th CPC 3,500 45,000 3.500 27,000

Source: 7th CPC report

3.2 Effects of Pay Commissions on fiscal accounts of Ceniral government over the
period 2016-17 to 2025-26

3.2.1 Overview of Finances

Figure-3.1 shows the share of interest payment, salary, pension and committed
expenditure as a percentage of GDP. Interestingly, for the years when the pay
commission recommendations have been implemented, a quantum jump in the
ratios can be observed. The share of committed expenditure increased to 7.45
in 1998-99 and was 7.64 in 1999-00. Similarly, the ratio was 6.06 and 6.42 in 2008-
09 and 2009-10. The peaks are prominent in case of salary as well as pension.

The hike in salary and pension tapers off after a couple of years.

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

Figure 3.1: Salary, Pension and Committed expenditure of Central government
employees as a percentage share of GDP (2011-12), 1995-96 to 2015-16
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Figure 3.2: Salary, Pension and Committed expenditure of Central government
employees as a percentage share of Revenue Expenditure, 1995-96 to 2015-16
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Figure-3.2 shows the share of interest payment, salary, pension and committed
expenditure as a percentage of revenue expenditure. The share of committed
expenditure increased to 60 per cent in 1997-98. Similarly, the ratio was 44 per
centin 2009-10.

3.2.2 Data and Methods

Data Description

The data for most of the required variables have been obtained from the EPWRF
India Time Series which is an interactive online database for Indian Economy.
Data for pay and allowance of civilian employees has been obtained from the
Annual Pay and allowance report prepared by Pay Research Unit of the
Department of Expenditure, Ministry of Finance. The data for the period 1995-
2015 has been collected on key fiscal and macroeconomic indicators including
tax revenues, non-tax revenues, salary, pensions, capital expenditure, revenue
expenditure, fiscal deficit, revenue deficit and GDP. The period from 1995-2015

has been considered as uninterrupted data series are available for this period.

Separate pay matrix has been prepared by the 7th CPC for civilian employees
and defence personnel. The annual reports of the Department of Expenditure
only provides the pay and allowance data for the civiian employees and
civiian defence personnel. The data for pay and allowance for rest of the
defence personnel including army, navy and air force has been obtained from
the Expenditure Volume I, Ministry of Defence section of the different editions of
the budget documents. The combined figures for pensions of both civilian and
defence employees are presented in the EPWRF database. The data for pay
and allowance include House Rent allowance, Overtime allowance, Transport
allowance, Special Pay allowance, Children education allowance,
Reimbursement of Medical Charges, Leave Travel Concession and Other
Compensatory allowances. However, the data does not include expenditure on

encashment of earned leaves, fravelling allowance, bonuses and honorarium.

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

But, the expenditure on employees of embassies is included in the pay and

allowance figures for civilian employees.
Methods

In order to examine the effect of the recommendations of the 7th CPC on the
fiscal accounts of the Cenftre, separate scenarios have been created. Base
scenario will involve projections for the fiscal profile assuming continuation of the
historical growth rates of various components of revenues and expenditures. The

formulas for calculating revenue and fiscal for Centre are as follows:
Revenue Deficit (Centre) = Revenue expenditure - Revenue receipts

Where, revenue expenditure is sum of salary, pension, interest payment and
other revenue expenditure items. Revenue receipts are sum of non-tax revenues

and tax revenues net of State governments share.

Fiscal Deficit (Centre) = Total expenditure (revenue and capital)-Total revenue

(excluding borrowings)

Here Total revenue is sum of non-tax revenues, tax revenues net of State
government’'s share, recoveries of other loans and other receipts

(disinvestment).

In literature, we found two methods which can be used to forecast fiscal
indicators: compound annual growth rates and Statistical curve fitting approach
(Karnataka éth PC; Rao and Chakraborty, 2006). We estimate annual growth
using these two approaches. We estimate trend annual growth rate using semi-
log functions using data for the period 1995-2015 in components of total
revenue, salary, pension and capital expenditure for creating the projection.
The figures for all the variables are at current prices. The GDP figures with base
2011-12 at nominal prices have been used for the purpose of analyses. The

formula for obtaining the growth rate is:
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InY, = B; + Bt + B3D +
Where t=1995 to 2015

The regression has been run individually for each of the variables being used to
create the projections. Y has been used to represent the fiscal variables and
GDP in individual regression equations; t is the time variable and D is dummy
variable. Dummy assumes a value of one for the years when the
recommendations of previous pay commission were implemented, which are
1997-98, 1998-99, 2008-09 and 2009-10. 100 times the coefficient of time variable
(B,) will give us the growth rate in the Y variable for absolute change in the time
variable. We have also run regression models excluding the dummy variable in

case it has been found insignificant to estimate the growth rate.

The economy has undergone a structural change over the years. It can only be
expected that the series for the fiscal variables will be different from the trends
observed earlier. To rely on past observations might give us a higher error in
growth rates from the actual growth rates observed today. Therefore, we also
estimate the average annual growth rates on the basis of last 6 years (2010-

2015) prior to which the implementation of 6 Pay commission had taken place.

In Scenario-1, the effect of increase in salary expenditure due to Pay
Commission recommendations has been superimposed on the base scenario to
examine the fiscal effects (assuming other variables as in Base Scenario). As per
7th CPC, there will be an increase of 23.51 per cent and 23.63 per cent in Pay
and allowance; and Pensions in case the recommendations are accepted. We
assume these parameters in addition to the historical growth rates to create the
fiscal projections for pay and allowance and pensions for 2016-17 and 2017-18.
But for future years starting from 2018-19 to 2025-26, we will assume that the pay
and allowance and pensions will increase at the historical growth rates. The

implementation of the pay commission has taken place over two years. The pay

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

and pension hike recommendations were implemented in 2016-17 and the hike
in allowance has been implemented in 2017-18. Therefore, the effect is spread
over two years. We accommodate the increase in components of pay and

allowances in the projections for salary accordingly.

Table 3.4: Financial impact of the implementation of the 7th Pay Commission

2016-17 without  2016-17 with  Financial %
CPC CPC impact increase

Pay 244300 283400 32100 16
Allowances
HRA 12400 29600 17200 138.7
TPTA 9900 9900 0 0
Other Allowances 24300 36400 12100 49.8
Pay and allowance 290900 359300 68400 23.5
Pension 142600 176300 33700 23.6

Source: 7th Pay Commission

The ratios of deficits to GDP (revenue, fiscal and primary) have been calculated
on the basis of projected figures for the period 2017-18 to 2025-26 for each
scenario. The salary burden for the next ten years has been presented for each

scenario to assess the burden.

3.2.3 Impact on fiscal accounts of Central government

Two scenarios have been created to estimate the effect of implementation of
the pay commission recommendations on the fiscal accounts of the Central
government. The base scenario has been created by assuming the continuation
of the historical growth rates of various components of revenue and capital
receipts; and revenue and capital expenditures. Trend annual growth rate using
semi-log functions using data for the period 1995-96 to 2015-16 in tax revenues,
non-tax revenues, capital receipts, salary, pension, remaining revenue
expenditure (excluding pension, interest and salary); and capital expenditure

has been used for projection.

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

The results for the models are presented in table 3.6 below. It is the coefficient of
time which is the variable of interest that has been used to create the
projections. Dummy variable has been used to capture the effect of pay
commission years for salary and pension to segregate the frue tfrend in historical
growth rate. In case of other variables, dummy variable has been used to
conftrol for the high variability in growth rates for certain years. To elaborate, the
growth rate in capital receipts for 2007 and 2009 are 583 and 395, these have
been confrolled for using a dummy. Details about the dummy variables are
presented in the table below. Dummy variable was not used for interest
payment, remaining revenue expenditure and GDP. The value for dummy is

significant in the models fitted for each variable.

Table 3.5: Description of dummy variables used in regression analysis

Dummy variable Dummy
used for years significant

Total revenue receipt 2010 Yes
Total capital receipt 2003,2007,2009 Yes
Interest Payment Not used

Pension 1997.1998; 1999,2008; 2009 Yes
Total salary 1997; 2008; 2009 Yes
Remaining revenue expenditure Not used

Capital expenditure 2007 Yes
GDP Not used

The total revenues receipts comprising of tax and non-tax revenues are
projected to grow at 12 per cent. Capital receipts which include recoveries of
loans and other receipts mainly from disinvestment are expected to grow at 7
per cent. After segregating the effect of earlier Pay commission, it has been
assumed that the salaries and pension will grow at 11 per cent and 14 per cent
respectively. The capital expenditure is assumed to grow at 9 per cent and GDP
at 13 per cent. All the variables are significant at 5 per cent significance level

except for the coefficient of remaining revenue expenditure.
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Table 3.6: Rate of growth for fiscal variables and GDP estimated using regression
model, 1995-96 to 2015-16

Total Total Rem.
Revenue Capital Interest Total Revenue Capital

Receipt Receipt Payment Pension Salary Exp. Exp. GDP
Trend 0.12 0.07 0.10 0.14 0.11 0.09 0.09 0.13
S.E 0.00 0.02 0.01 0.01 0.02 0.05 0.01 0.01
Dummy 0.18 1.00 0.14 0.18 0.34
S.E 0.01 0.29 0.06 0.09 0.09
Constant 6.82 4.54 6.26 3.90 5.27 7.61 5.86 9.03
S.E 0.05 0.38 0.14 0.19 0.41 1.41 0.17 0.20
N 21 21 21 21 21 21 21 21
R-squared 0.98 0.43 0.89 0.86 0.69 0.12 0.71 0.92
D-Watson 1.5 1.9 1.1 1.4 1.2 1.4 1.5 0.9

The average growth in fiscal variables of central government for last é years
2010-11 to 2015-16 are presented in table 3.7 below. The standard deviation in

growth rate of revenue receipts and capital expenditure is quite high.

Table 3.7: Average growth rate of Fiscal variables of Central Government for last
6 years, 2010-11 to 2015-16

Rem. Revenue

Year I:eezz?pt;se rig:::;; Plg;?;eesr:t Pension Salary re;—,\(;ue Exp. C:fgf" GDP
2010 37.6 6.2 9.8 2.2 -2.3 21.6 14.1 39.0 20.2
2011 -4.7 4.7 16.7 6.6 9.1 8.1 10.1 1.3 15.7
2012 17.0 10.9 14.7 13.6 14.0 4.4 8.5 5.2 13.8
2013 15.4 2.2 19.5 7.8 15.0 5.4 10.3 12.5 13.0
2014 8.5 23.0 7.5 25.0 11.0 3.8 6.9 4.8 10.8
2015 8.5 22.3 9.7 3.4 6.9 1.8 4.8 25.9 9.9
Mean 13.7 11.6 13.0 9.8 8.9 7.5 9.1 14.8 13.9
S.Dev 14.0 9.1 4.7 8.5 6.3 7.2 3.2 14.8 3.7

The additional burden over the next 10 years for the Central government using
the regression based approach and the average of compounded annual
growth rates for the last 6 years is presented in the table 3.8 and 3.9 below. The
pension bill for the next 10 years can be around %3600 billion. The Salary

expenditure could be around 10000 to 12000 billion.
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Table 3.8: The financial impact of implementation of Pay commission on Pension
and Salary bill, 2016-17 to 2025-26 (Figures are in ¥ billions) based on historical
growth rates from 1995 onwards

Base scenario Salary hike scenario Difference
Pension Salary Pension Salary Pension Salary
2016 1105 2473 1291 3092 185 620
2017 1263 2755 1474 3354 212 598
2018 1442 3071 1684 3737 242 667
2019 1647 3422 1924 4165 276 743
2020 1882 3813 2197 4641 316 828
2021 2149 4249 2510 5172 361 923
2022 2455 4736 2867 5764 412 1028
2023 2804 5277 3275 6423 471 1146
2024 3203 5881 3741 7158 537 1277
2025 3659 6554 4273 7977 614 1423
Exira burden due to implementation of 7th PC for 2016-2025 3626 9254

Table 3.9: The financial impact of implementation of Pay commission on Pension
and Salary bill, 2016-17 to 2025-26 (Figures are in  billions) using growth rates for
last 6 years

Base scenario Salary hike scenario Difference
Pension Salary Pension Salary Pension Salary
2016 1062 2417 1291 3032 229 615
2017 1166 2633 1417 3472 251 839
2018 1280 2869 1555 3783 275 9214
2019 1404 3125 1707 4121 302 996
2020 1542 3404 1873 4490 332 1085
2021 1692 3709 2056 4891 364 1182
2022 1857 4040 2257 5328 400 1288
2023 2038 4402 2477 5805 439 1403
2024 2237 4795 2719 6323 482 1528
2025 2456 5224 2984 6889 529 1665
Extra burden due to implementation of 7th PC for 2016-2025 3603 11516

The change in fiscal deficit to GDP ratfio due to the implementation of
recommendations of the pay commission could be around 0.5 for 2016-17 and

0.4 for 2017-18. It can be said that the deficit to GDP ratio will increase by 1

Institute of Economic Growth, Delhi



Pay Commission: Fiscal Implications July, 2019

point. The findings are in line with other studies which had estimated the effect
for previous and 7th Pay commission based on simulations (Ray et. al. 2015;
NIPFP, 2016; Mohan, 2008). The results for projection exercise using both the

approaches are attached in the appendix.

Figure 3.3: The financial impact of implementation of Pay commission on Fiscal
Deficit, 2016-17 and 2017-18, using growth rates for last 6 years

- —

3
]

~ =
3.5 Sk
21 31

Fiscal Deficit as a % of GDP

1
1

=] oy oy

Base Hike Base Hike

2016-17 2017-18

Institute of Economic Growth, Delhi




Pay Commission: Fiscal Implications July, 2019

IMPACT OF PREVIOUS PAY COMMISSIONS
AND PROJECTED IMPACT OF 7th CPC ON
THE FISCAL ACCOUNTS OF THE STATE
GOVERNMENTS

4.1 Overview of State finances

Table 4.1 shows the average share of interest payment, salary, pension and
committed expenditure as a percentage of GSDP. The proposed hike had
been accepted for most of the States prior to 2011-12 (refer to appendix for
growth rates in salary and pension). Committed expenditure is defined as sum of
interest payment, pension and Salary. The ratio of committed expenditure to
GSDP is higher for the States Himachal Pradesh (12.9 per cent), Kerala (8.3 per
cent) and Bihar (9.5 per cent). The hypothesis that borrowing for Kerala and
Himachal Pradesh will be higher has been validated by higher share of interest
payment for these two States which are 2.8 per cent for Himachal Pradesh and
1.8 per cent for Kerala. The expenditure incurred on pension for Himachal
Pradesh (3.1 per cent) and Kerala (2.2 per cent) is also higher. The salary to
GSDP ratio for most of the States is are 4 per cent to 7 per cent. Also, salaries are
higher for Odisha and Uttarakhand .

Table 4.2 shows the average share of interest payment, salary, pension and
committed expenditure as a percentage of revenue expenditure. A huge
variation in the distribution of percentage share of salary, pension and interest
payments is observed across the States. The ratio of committed expenditure to
Revenue expenditure is higher for the States Himachal Pradesh (68.2 per cent),
Kerala (63.2 per cent) and Uttarakhand (66.8 per cent). The ratio of salary to

Revenue expenditure is higher for Uttarakhan (43 per cent), Himachal Pradesh
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(37.4 per cent), Maharashtra (37.4) and Kerala (32.3 per cent). The ratio of
pension to Revenue expenditure is higher for Himachal Pradesh (16.2 per cent)

and Kerala (16.8 per cent). The share of interest payment

Table 4.1: Salary, Pension and Committed expenditure of State government
employees as a percentage share of GSDP (2011-12), 2010-11 to 2015-16

Salary Pension Interest Payment Committed exp.

Andhra Pradesh 3.6 1.5 1.5 6.6
Bihar 4.7 3.1 1.8 9.6
Chhattisgarh 4.5 1.3 0.8 6.5
Gujarat 2.6 1.0 1.7 5.3
Haryana 3.1 1.1 1.5 5.7
Himachal 7.3 3.1 2.8 13.2
Jharkhand 3.7 1.6 1.4 6.8
Karnataka 2.1 1.0 1.0 4.1

Kerala 4.2 2.2 1.8 8.2
Madhya Pradesh 4.4 1.4 1.6 7.4
Maharashtra 3.6 0.8 1.3 5.7
Odisha 4.8 2.0 1.1 7.9
Rajasthan 3.8 1.5 1.8 7.0
Tamil Nadu 3.4 1.6 1.3 6.3
Uttar Pradesh 3.8 2.1 2.0 7.9
Uttarakhand 5.0 1.3 1.5 7.8

Table 4.2: Salary, Pension and Committed expenditure of State government
employees as a percentage share of Revenue Expenditure, 2010-11 to 2015-16

Salary Pension Interest Payment Committed exp.
Andhra Pradesh 27.3 11.4 11.1 49.8
Bihar 23.9 15.5 9.1 48.5
Chhattisgarh 28.7 8.5 4.8 42.1
Gujarat 26.3 10.4 17.4 54.2
Haryana 28.3 9.8 13.1 51.3
Himachall 37.4 16.2 14.6 68.2
Jharkhand 26.6 11.5 10.2 48.3
Karnataka 19.5 9.2 9.3 37.9
Kerala 32.3 16.8 14.2 63.2
Madhya Pradesh 26.3 8.2 9.3 43.9
Maharashtra 37.4 8.3 13.9 59.6
Odisha 31.2 13.0 7.1 51.3
Rajasthan 27.8 10.7 13.1 51.5

Tamil Nadu 29.5 14.1 11.2 548

Institute of Economic Growth, Delhi



Pay Commission: Fiscal Implications July, 2019

Uttar Pradesh 21.8 12.1 11.6 45.5
Uttarakhand 43.0 10.7 13.0 66.8

Table 4.3 below presents a list of the years during which the impact of 5th and
6th CPC was reported on fiscal accounts of the selected State. The major
impact of 5th CPC was observed prior to 2000 except for Jharkhand and
Karnataka. The impact of éth CPC was observed for most of the States over the
period 2009-10 to 2010-11. The recommendation were implemented in case of
Madhya Pradesh, Karnataka, Kerala and Jharkand after 2011-12.

Table 4.3: Years during which the impact of fifth and 6th CPC was reported on
fiscal accounts of State

Impact years

State Fifth Pay Commisson Sixth Pay Commisson
Andhra Pradesh 2000-01 2009-10,2010-11
Bihar 1999-00 2009-10to 2011-12
Chhattisgarh 2001-02 2009-10
Gujarat 1998-99 2009-10,2010-11
Haryana 1998-99 2008-09, 2009-10
Himachal 1999-00; 2000-01 2010-11
Jharkhand 2007-08, 2008-09 2012-13
Karnataka 2007-08, 2008-09 2012-13,2013-14
Kerala 1999-00 2011-12
Madhya Pradesh 1998-99 2012-13,2013-14
Maharashtra 1999-00 2009-10
Odisha 1999-00 2008-09
Rajasthan 1998-99 2008-09

Tamil Nadu 1998-99 2008-09, 2009-10, 2010-11
Uttar Pradesh 1997-98 2008-09, 2009-10
Uttarakhand 1999-00 2009-10

Source: Ray et. al. 2015

The growth rate in Salary, pension and interest payment are presented in
appendix. The hike in Salary and pension due to implementation of pay
commission are observable prior to 2011 in case of most of the States. Notably,
the growth rate in interest payments is higher after 2010. For the sake of

convenience, the hike during the 5th and 6 CPC years is highlighted in bold.
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4.2 Data and Methods

The data for all the fiscal variables and GSDP (2011-12 series) has been taken
from EPWRF India Time Series. The data for Salary for the States have been taken
from State Finances: A Study of Budgets of 2017-18 and 2018-19. The break-up of
components of State budget are depicted in the figure attached in the
appendix. The definitions used for calculation of the revenue and fiscal deficit
are as follows:

Revenue Deficit (State) = Revenue expenditure-Revenue receipfts

Where, revenue expenditure is sum of salary, pension, interest payment and
other revenue expenditure items.Revenue receipts are sum of non-tax revenues,

tax revenues, share in central governments revenue and grants.

Fiscal Deficit (State) = Revenue Deficit - Non-debt Capital Receipts + Capital
Outlay + Net Lending

The notfional dates of implementation of the recommendation of the Pay
commission for different States are presented in table. It must be noted here that
the State government does not have to accept the recommendation of the
Central Pay Commission. However, it is because of social and political pressure
that the States end up following these recommendations. But, not all the
recommendations are accepted by the States. In some cases it has been

observed that the hike has been more generous.

Also, the timing of the setting of Pay Commissions of different States and the
year during which they come up with their recommendations might not
coincide with that of the Central Pay commission. For instance, Keralq,
Karnataka and Andhra Pradesh follow their own separate time table. Given the
availability of data, 16 States have been identified for the purpose of analyses
which include Andhra Pradesh, Bihar, Chhattisgarh, Gujarat, Haryana, Himachal
Pradesh, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharahtra, Odisha,
Rajasthan, Tamil Nadu, Uttar Pradesh and Uttarakhand.
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Table 4.4: Pay Commission implemented by different States

Pay Commission Implementation Month of
Date (notional) benefits

1 Arunachal Pradesh January 01, 2016 May 17

2  Bihar January 01, 2016 April 17
Chhattisgarh Work-charged and Confingency-

3 paid Empgaloyees Revision%f Pay Rules, 2017g ! January 01,2016 July 17

4 Gujarat Civil Services (Revision of Pay) Rules, 2016 January 01, 2016 August 16

5 Jharkhand January 01, 2016 April 17

6 Madhya Pradesh Pay Revision Rules, 2017 January 01, 2016 July 17

7  Odisha Revised Scales of Pay Rules, 2017 January 01, 2016 September 17

8 Rajasthan Civil Services (Revised Pay) Rules, 2017  January 01, 2016  October 17

9  Tamil Nadu Revised Pay Rules, 2017 January 01,2016  October 17

10 New Delhi January 01, 2016 August 16

11 Assam Services (Revision of Pay) Rules, 2017 April 1,2016 April 17

12 Karnataka Civil Services (Revised Pay) Rules, 2018 July 1, 2017 April 18

13 Fifth Meghalaya Pay Commission January 1,2017 December 17

14 Nagaland Services (Revision of Pay) Rules, 2017 June 1, 2017 January 18
Tripura State Civil Services (Revised Pay) Rules, .

15 20'?7 ( v) April 1, 2017 une 17

Source: RBI, 2017-18

Only the method using the compound annual growth rates has been used for
creating the State level projections. Furthermore, the proposed hike in pay and
allowance is not clearly mentioned for the different States. Therefore, we are
considering only the States for which the recommendations will be implemented
in 2016-17. Also, we are projecting the burden for future years assuming that the
recommendation of the Central Pay commission will be accepted. Therefore, a
hike of 23.51 per cent and 23.63 per cent in Pay and allowance; and Pensions
has been assumed. Data for the period 2010-11 to 2015-16 has been used. The
trends were studied over the period 2005-06 to 2015-16 to identify the years in
which the hike for the 6 pay commission was implemented. Of the 16 States,
although Karnataka, Andhra Pradesh, Tamil Nadu and Kerala follow a different
time table, we are assuming that the recommendations will be implemented in

2016-17 to make a meaningful comparison.
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4.3Impact on fiscal accounts of State governments

The results for the projection exercise conducted for different States are
presented in the table below. Results in figure 4.1 and 4.2 reveal that the highest
effect on fiscal deficit to GSDP will be felt in case of Bihar, Himachal Pradesh,
Kerala and Odisha. Also, these are the States for which the share of salary and

pension over the last 5 years is comparatively higher.

Figure 4.1: Gross Fiscal deficit of State Governments: Base-Hike scenario, 2016-17
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Figure 4.2: Gross Fiscal deficit of State Governments: Base-Hike scenario, 2017-18
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Note: Bars in red represent the projected hike in fiscal deficit due to implementation of 7th CPC
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The fiscal deficit worsens for all the States. The additional burden over the next

10 years for different States has been presented in the table 4.5 below.

Table 4.5: State-wise financial impact of implementation of Pay commission on
Pension and Salary bill over the period 2016-17 to 2025-26

Pension Salary

Base Hike Difference Base Hike Difference

1 Andhra Pradesh 4733 5700 967 10584 13118 2534
2 Bihar 2218 2690 472 2218 2787 569
3 Chhattisgarh 655 794 139 1836 2294 459
4 Gujarat 1911 2316 405 3237 4062 825
5 Haryana 1060 1284 224 2390 2990 600
6 Himachal Pradesh 916 1104 188 979 1231 251

7 Jharkhand 747 906 159 1341 1678 337
8 Karnataka 2803 3373 570 3801 4745 944
9 Kerala 2401 2913 512 4174 5213 1038
10 Madhya Pradesh 1906 2296 389 3963 4944 981

11 Maharashtra 2946 3570 624 11760 14686 2926
12 Odisha 1100 1337 237 3198 3989 791

13 Rajasthan 2712 3263 552 5210 6482 1272
14 Tamil Nadu 3068 3732 664 6319 7897 1578
15 Uttar Pradesh 5341 6447 1106 4834 6075 1241
16 Uttarakhand 800 958 158 1588 1983 394

The additional burden of pension will be the highest for Uttar Pradesh (X 1106
billion) followed by Andhra Pradesh (X 967 billion). The salary burden will be the
highest for Maharashtra (X 2926 billion) and Andhra Pradesh (% 2534 billion). The
salaries might not be that worrying for the State government because over the
last decade the share has been coming down or remained stagnant. However,

interest payment and pension are the main concern for the governments.

The Finance Ministry has shared the projection figures for salary and pension
which they received from individual States for the period 2018-19 to 2024-25. The
results from our projection exercise are compared in the figures 4.3 and 4.4

below.
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Figure 4.3: State-wise financial impact of implementation of Pay commission on
Pension and Salary bill over the period 2018-19 to 2024-25
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Figure 4.4: State-wise financial impact of implementation of Pay commission on
Pension and Salary bill over the period 2018-19 to 2024-25
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Note: The green bars show the data shared by different State governments for the period 2018-19 to
2024-25. Data shown by blue and red bars are own calculations. GE stands for State Government
estimates. GE for Andhra does not include Telangana
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4 4Relationship between deficit indicators and Salary and Pension

Panel vector autoregression models (PVARs) have been used to study the
association between deficit indicators and “pay and allowance” and
“pension”. In PVARs, a multivariate panel regression is fitted with each
dependent variable on lags of itself, lags of all other dependent variables and
exogenous variables. The dependent variables in the models are fiscal deficit
and revenue deficit. The independent variables include revenue receipfs,
salary, growth rate in GDP and pension. All the variables have been taken as a
ratio of GDP except for growth rate in GDP. A new variable was generated by

combining salary and pension. Panel VAR can be represented by

Yie = Yie-1A1 + Yie 28 + - YiepAp + XiB + pje + €5

Where iis from 1,2...Nand t from 1,2,....T.

The parameters in the equation can be estimated jointly with the fixed effects or
independently of the fixed effects after some transformation, using equation-by-
equation ordinary least squares. There are a number of steps and validation
checks to be done before estimation. Based on model selection criteria, first
order VAR seems suitable for this exercise. In these models lags are used as
instruments to overcome the problem of correlation of error term with

independent variables. We have used GMM style estimation.

The results for first order PYAR model based on a panel of 12 States are
presented in table 4.6 below. Two types of models have been fitted. In one
model only the variable of interest which is either salary or pension or sum of the
two has been considered. In other model, a number of variables have been
infroduced to obtain unbiased estimates. In the models where fiscal deficit have
been used as the dependent variable, salary/GDP ratio is significant. However,
in the complete models, pension is significant at 10 per cent level and

combined salary and pension is not significant.
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Table 4.6: Results of first order PVAR model based on State level data for fiscal
deficit as dependent variable

Model-1 Model-2 Model-3 Model-4 Model-5 Model-6

Fiscal Deficit/GDP 0.56(0.11)***  0.21(0.21)  0.61(0.43)  0.51(0.35)  0.62(0.13)***  0.44(0.3)
Salary/GDP 0.46(0.23)*  0.71(0.42)*

Revenue Receipts/GDP -0.57(0.43) -0.32(0.52) -0.62(0.47)
Growth rate -0.04(0.03) -0.05(0.04) -0.06(0.04)
Capital Expenditure/GDP 0.29(0.23) 0.07(0.3) 0.4(0.3)
Pension/GDP -0.48(2.97) -1.01(0.54)*

Salary and Pension/GDP 0.47(0.45) 0.37(0.46)

In the models where revenue deficit have been used as the dependent
variable, salary/GDP ratio is significant. But, in the complete models, pension is

significant at 5 per cent level; combined salary and pension are not significant.

Table 4.7: Results of first order PVAR model based on State level data for
revenue deficit as dependent variable

Model-1 Model-2 Model-3 Model-4 Model-5 Model-é

Revenue

deficit/GDP 0.58(0.1)**  0.38(0.13)***  0.61(0.16)**  0.41(0.18)** 0.61(0.13)**  0.55(0.12)***
Salary/GDP 0.82(0.3)***  0.73(0.35)**

Revenue

Receipts/GDP -0.3(0.29) -0.57(0.31)* -0.45(0.21)**
Growth rate -0.04(0.02)** -0.08(0.02) -0.06(0.02)**
Capital

Expenditure/G

DP -0.05(0.12) -0.04(0.12) 0.06(0.13)
Pension/GDP -1.8(1.61) -1.22(0.37)***

Salary and

Pension/GDP 1.01(0.68) 0.35(0.29)

In addition to panel VAR models, Auto distributed lag model (ARDL) have been
used to estimate the effect of salary on fiscal and revenue deficit. The estimated
long run coefficients from the ARDL model display a robust positive association
of ratio of fiscal deficit to GDP with salary to GDP. Model T and Model 2
coefficients suggest that fiscal deficit to GDP and revenue deficit to GDP
increase by 1.56 and 0.22 for a unit increase in salary to GDP. The effect of

pension to GDP ratio on revenue deficit is more pronounced.
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Table 4.8: Results of ARDL model based on data for Central government for
fiscal deficit and revenue deficit as dependent variable on salary

Modell (Fiscal deficit/GDP) Model 2(Revenue deficit/GDP)

Fiscal Deficit/GDP (-1) 0.58(0.13)***

Revenue Deficit/GDP (-1) 0.7(0.09)***
Capital Expenditure/GDP -0.34(0.19) -0.58(0.17)***
Capital Expenditure/GDP (-1) 0.22(0.16)
Salary/GDP 1.56(0.54)** 1.25(0.42)**
Revenue receipts/GDP -0.38(0.2)* -0.31(0.17)**
Revenue receipts /GDP (-1) 1.05(0.19)*** 1.16(0.15)***
Growth rate -0.17(0.06)*** -0.19(0.05)***
Growth rate(-1) -0.08(0.06) -0.15(0.05)**
Constant -0.05(0.03) -0.06(0.02)*
Trend 0(0) 0(0)

Table 4.9: Results of ARDL model based on data for Central government for
fiscal deficit and revenue deficit as dependent variable on pension

Modell (Fiscal deficit/GDP) Model 2(Revenue deficit/GDP)

Fiscal Deficit/GDP (-1) 0.55(0.2)**

Revenue Deficit/GDP (-1) 0.52(0.15)***
Capital Expenditure/GDP -0.23(0.23) -0.41(0.19)*
Pension/GDP 2.66(1.85) 2.94(1.38)*

Revenue receipts/GDP -0.62(0.23)** -0.45(0.19)**
Revenue receipts /GDP (-1) 0.97(0.25)* 1.08(0.18)***
Growth rate -0.2(0.07)** -0.2(0.05)***
Growth rate(-1) -0.14(0.06)**
Constant 0(0.03) -0.02(0.02)

Trend 0(0)** 0(0)*

Table 4.10: Results of ARDL model for Central government with fiscal deficit and
revenue deficit as dependent variable on committed expenditure

Modell (Fiscal deficit/GDP) Model 2(Revenue deficit/GDP)

Fiscal Deficit/GDP (-1) 0.5(0.14)***

Revenue Deficit/GDP (-1) 0.63(0.1)***
Capital Expenditure/GDP -0.3(0.19) -0.54(0.17)***
Capital Expenditure/GDP(-1) 0.22(0.16)
Combined salary and Pension/GDP 1.21(0.41)** 0.92(0.31)**
Revenue receipts/GDP -0.42(0.2)* -0.33(0.17)*
Revenue receipts /GDP (-1) 0.99(0.19)*** 1.12(0.15)***

Growth rate

-0.17(0.05)**

-0.19(0.05)***

Growth rate(-1) -0.08(0.0¢) -0.16(0.05)**
Constant -0.03(0.03) -0.05(0.02)**
Trend 0(0) 0(0)
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SPILL-OVER EFFECTS OF PAY COMMISSION
5 ON PRIVATE SECTOR WAGE GROWTH

5.1Background

The effect of increase in wages accepted by public sector as recommended by
pay commission on corporate wages has largely been neglected by research in
past decades. It is true that the wages in corporate sector are determined by a
host of factors including the business environment, profitability prospects and so
on. However, huge hike in public wage is expected to spillover to private sector.
A change could be expected in the level and distribution of wages. It is the
competition between the two sectors which could determine the extent of
spillover effect. If substantial job market opportunities exist in the public sector
and the pay and allowance are better than private sector employees might
vouch for such opportunities. In such a scenario, private employers may face
difficulties in the hiring process or have to cope with high quit rates among
existing employees. To bring down the attrition rate the private sector is left with
no choice but to increase the wages to prevent their workers from moving to
public sector. Partficularly, those employees who are working at higher levels

and are skilled will be better off as private sector will pay more to retain them.

In case of India, we could not locate a single study which has studied the
spillover effect on private sector wages. However, there are a number of studies
which study the association between private and public sector wages
(Glinskaya and Lokshin, 2005; Madheswaran and Shroff, 2000; Lakshmanasamy

and Ramasamy, 1999; Madheswaran, 1998; Duraiswamy and Duraiswamy,
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1995). There was a study commissioned to IIM Ahmadabad by 7th CPC. But the
focus of the study was to provide comparative analysis of emoluments in the
government sector as compared to central public sector undertakings and
private sector in India. They report that the government is paying higher salaries
compared to the private sector, particularly in initial years, for jobs at the lower
levels of skill-requirement and hierarchy. Salary in government is relatively lower
compared to the private sector, particularly in later years, for some highly skilled
jobs. Furthermore, the compensation system in place in private sector is more

dynamic as compared to the public sector.

Another study which we could identify was done by Glinskaya and Lokshin
(2005). In this study, using the data for 1993-94 and 1999-2000 from India
Employment and Unemployment surveys, wage differentials between the public
and private sectors as well as workers' decisions to join a particular sector have
been studied. They report that the difference between public sector workers
and workers in the formal-private and informal-casual sectors is positive and

high. Also, they found a considerable increase in wage differential over time.

To estimate the spillover effect, we have used the Annual Survey of Industries
data for the period 1995-2014. The Annual Survey of Industries (ASI) is the most
important source of industrial stafistics of the registered organised
manufacturing sector of the economy and extends to the entire country. The
details about the type of organization are attached in the appendix. Of
particular interest is the corporate sector which includes Public and Private
limited company; Government Department Enterprises and Public Corporation.

Model for each type of organization has been estimated as follows:

Y. = B, + B2t + B3D + e

Where Y is the growth rate in wage per employee and D is a dummy variable to

capture the increase in growth rate during the Pay Commission years. The
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Wages are defined in ASI as to include all remuneration capable of being
expressed in monetary terms and also paid more or less regularly in each pay
period to workers as compensation for work done during the accounting year.
The benefits of the 51 CPC were mostly distributed in 1997 and 1998 and of 6
CPC in 2008, 2009 and 2010. Therefore, we used a dummy to study the change

in growth rates during these years.

5.2Wage per Employee

The average wage per worker for each type of organization for the period 1995-
2014 are presented in table 5.1 below. The average wage per employee was in
1995-96 % 43,771 in corporate sector and % 39,313 in co-operative societies. The
average wage in partnership and unincorporated sectors is ¥ 17,049 and 17,525
respectively. It can be observed that since the implementation of the 51h CPC
the gap between the average wage per worker across partnership and
unincorporated sectors has remained lower as compared to corporate sector
and co-operative societies. The wage differential which was around 26,000/- in
1995 is approximately 46/000- today. Clearly, the workers in corporate sector

and cooperative societies have been better-off.

Also, there is too much variation in wage per employee across khadi and
vilage; and handloom industries and “Others”. A drop in wage per employee
around the great financial crisis of 2008 is apparent. Notably, the growth rate
were lower during the period 2013-14 owning to higher volatility in rupee, hike in
interest rate in previous year and slow credit growth. Moreover, the wage per

employee in individual proprietorship has also stagnated.
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Table 5.1: Average wage per worker, Annual Survey of Industries 1995-2014 (in ¥)

Inc!. Joipt Partn Unincorpor  Corpor Co: K.hadi & Handloo
Year Propriet  Family . ated ate operative Village m Others
orship HUF ership Enterprises Sector Societies  Industries  Industries
1995 18375 18667 17049 17525 43771 39313 25169
1996 15299 16484 17148 16608 47783 38359 26389
1997 16367 18958 17384 17185 47226 36007 33621
1998 21560 20214 21509 21473 49938 45026 40072 28734 30904
1999 19886 24722 22651 21919 55199 46649 50948 33925 28217
2000 21809 24537 25141 24104 58574 50255 54892 45623 32317
2001 22758 23338 25720 24732 59561 53172 51846 35631 37760

2002 21918 26033 26203 24812 58933 49593 52143 33269 32940
2003 22375 25067 27644 25787 62062 50567 47375 35644 29484
2004 24541 25918 29324 27603 62809 53598 40522 18510 35094
2005 26667 28923 31761 29546 64397 58073 41667 35000 36071
2006 28662 29625 34827 32496 64360 60025 23418 73808 149050
2007 29423 34977 37305 34305 70188 68696 27896 52400 194303

2008 36066 36496 40925 39080 79939 70748 37024 75667 1025656
2009 40545 42706 44923 43282 88395 80646 36114 75856 54887
2010 47035 51530 53722 51184 100306 101265 58070 26437 99632
2011 51004 56066 59623 56452 111629 109548 76899 37160 81171
2012 59999 72705 68867 65678 127098 124854 55087 82842 78408
2013 67379 73989 73164 71057 140629 134407 51004 100712 58856
2014 73847 83435 86328 81423 127783 58960 73843 149398 107440

5.3Regression Analysis

Dummy variable has been introduced for years 1997-98, 1998-99, 2008-09, 2009-
10 and 2010-11. Details about the dummy variables used for each variable are
presented in the table 5.2 below. The value for dummy is significant in the

models fitted for each of the organizations except handloom.
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Table 5.2: Description of dummy variables used in regression analysis

Years for which Dummy is significant for
dummy variable used Pay commission years
Individual Proprietorship 1998; 2008 Yes
Joint Family HUF 1999; 2009; 2010 Yes
Partnership 1998; 2010 Yes
Unincorporated Enterprises 1998; 2008; 2010 Yes
Corporate Sector 1999; 2008; 2010 Yes
Co-operative Societies 1998; 2010 Yes
Khadi & Village Industries 1998; 2008; 2010 Yes
Handloom Industries 2008 No
Others 1997, 2010 Yes

The regression results (table 5.3) show that the dummy variable for the pay
commission years is significant except for handloom industries. The value of
dummy signifies that the jump in growth rate has been the highest for “Others”
followed by Khadi and Village industries. The jump in wage per employee in
corporate sector is lower. There is a caveat to this analysis. The jump in wage per
employee could be affected by external factors as well. It might be difficult to

disentangle the effect of the two.

Table 5.3: Results obtained from regressing growth rate in wage per employee
over time, Annual Survey of Industries 1996-2014

N Year S.E Dummy S.E
Individual Proprietorship 19 0.9*** 0.3 23.7*** 5.4
Joint Family HUF 19 0.7* 0.4 12.6%* 5.7
Partnership 19 0.5%* 0.2 15.0%** 2.8
Unincorporated Enterprises 19 0.6** 0.2 12,755 2.9
Corporate Sector 18 0.5 02  6.3* 2.5
Co-operative Societies 18 0.7%%* 0.2 20.7%** 3.8
Khadi & Village Industries 16 0.6 1.3 43.6* 18.6
Handloom Industries 16 2.5 30 185 57.6
Others 18 0.8 1.4 56.3** 24.3

Note: Data not available for Khadi & Village Industries and Handloom Industries for
1995, 1996 and1997. Value for 2014 has been treated as outlier for Corporate sector
and co-operative societies.
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6 SUMMARY

The main objective of this study was to estimate the effect of implementation of
the recommendations of the Seventh Pay Commission on the fiscal accounts of
the Centre government and State governments over the period 2016-17 to 2025-
26. To do this the changes in the fiscal capacity and the major patterns in
expenditure of the Central government for the period 1995-16 to 2015-16, with @
focus on changes observed during the years when 5th and éth Pay Commissions
were implemented, have been documented. The historical growth rates for the
key fiscal variables which are used to estimate the revenue and fiscal deficit
have been calculated. Certain key trends emerge when the budgetary item of
the Centre government are analyzed. The recommendations of the pay
commissions are implemented immediately by the Central government.
However, the State governments implement the recommendations with a lag of

two to three years.

With the implementation of the 5" Pay Commission, the GFD to GDP ratio
jumped to 5.8 per cent in 1997-98 from 4.8 per cent in 1996-97. It was 6.5 per
cent in 1998-99. During the implementation of the Sixth Pay commission, the
Great Financial Crises had occurred. The fiscal deficit did overshoot from 2.6 to
6.2 per cent of GDP. It might not be solely due to pay commission awards.
Although no clear evidence of moderation in capital expenditure or other items
of remaining revenue expenditure are visible during the implementation of 5t

Pay Commission. Growth in capital expenditure was negative in 2008-09.

There are other patterns as well. With the onset of the great financial crisis the
fiscal deficit deteriorated but since 2009-10, the situation can be said to be

under confrol. The ratio of revenue receipts to GDP has stagnated over the
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decades. Also, the proportion of revenue expenditure to GDP has increase but
that of capital has been decreasing. A look at the expenditure elasticity reveals
that the government expenditure has not kept pace with increase in the growth
rate of GDP. Over fime the spending by the government has been decreasing.
During the pay commission the elasticity of expenditure is high. These results
need to be interpreted carefully as very observations were available to
calculate the elasticity. The share of commifted expenditure to revenue
expenditure is still very high. Clearly, either the government needs to find
alternate sources for revenue generation or cut back on unnecessary

expenditure to expand its fiscal space.

In case of State governments, significant change in fiscal deficit is observable.
This study has also made an attempt to understand the tfrends and patterns in
the fiscal profile of the State governments over the recent period. Few
observations clearly stand out. Firstly, average value of gross fiscal deficit to
GSDP is relatively higher for Himachal Pradesh, Kerala, Haryana, Rajasthan and
Uttar Pradesh. The borrowings are relatively higher in case of Kerala and
Haryana. Interest payment, salary and capital expenditure in case of Kerala
and Himachal Pradesh is higher. Capital expenditure is very low across all the

States and bulk of the expenditure is being incurred on revenue items.

There are wide variation in own tax revenue generation across States with
Gujarat, Karnataka and Kerala clearly standing out in revenue mobilization.
However, total tax revenue as a share of GSDP is lower across these States. The
share of committed expenditure to revenue receipts and revenue expenditure
indicates Kerala is quite comfortable in meeting its obligations even for a huge
hike in liabilities. The increase in interest payment across the States over the last
4-5 years is a worrying trend. Although, it might be difficult to pinpoint the exact
reason but this could be due to additional borrowing limit prescribed by 14fh

Finance Commission. The expenditure switching and moderation in capital
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expenditure have been observed for some of the States. Increase in interest
payments during pay commission years is also visible. But there are States which
just let the GFD to overshoot such as Odisha, Rajasthan, Haryana and
Chhattisgarh.

The additional burden over the next 10 years for the Central government using
the regression based approach and the average of compounded annual
growth rates for the last 6 years indicate that the pension bill for the next 10
years can around %3600 billion. The Salary expenditure varies under the two
scenarios. It could be around %10000 to 12000 billion. The change in GFD to
GDP ratio due to the implementation of recommendations of the 7t Pay
Commission could be around 0.5 for 2016-17 and 0.4 for 2017-18. It can be said
that the deficit to GDP ratio will increase by 1 point. The findings are in line with
other studies which had estimated the effect for previous and 7t Pay
commission based on simulations (Ray et. al. 2015; NIPFP, 2016; Mohan, 2008).
However, the rise in GFD will vary for States and will lie in the range of 1.2 for

Gujarat to 3.7 in case of Himachal Pradesh.

The fiscal deficit worsens for all the States. The additional burden of pension will
be the highest for Uttar Pradesh (X 1106 billion) followed by Andhra Pradesh (R
967 billion). The salary burden will be the highest for Maharashtra (X 2926 billion)
and Andhra Pradesh (X 2534 billion). The salaries might not be that worrying for
the State government because over the last decade the share has been
coming down or remained stagnant. However, interest payment and pension

are the main concern for the governments.
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Table 2.1: Experience of civil pay reforms in selected countries

S.N  Author Title Objective Finding
o. and
Year
1 Faiz Civil The paper looks at the  The erosion of real salaries
Bilque  Servants’ trends in nominal and particularly of the higher grades
es Salary real salaries of the and the very low nominal salaries of
(2006)  Structure Federal Government all grades compared to the non-
employees over the government sector. The indexation
period 1990-2006. It of salaries to the
examines the structural inflation rate was granted only
defects in the existing once in the eighties.
salary structure and the
anomalies in the
allowances structure
2 Sultan  Comparison To make a comparison  In Govt. organizations low job
aand Between between public and safisfaction is a regular practice.
Moda  Public And private wage structure  Low status and low working
k Private Pay  in Bangladesh conditions result in bad
(2010)  StructuresIn performance in govt-sector. This has
Bangladesh reduced the government’s strength
in recruiting the best and efficiency
manpower. In private sectors little
attention was given to minimize the
differential of salary between the
highest and the lowest grades. The
bureaucratic system allows the civil
servants to acquire huge wealth
through corruption.
3 Jun How are This study provides The study finds that the actual
Ma they paide compare civil service salary of Chinese civil servants is
(2011)  Astudy of pay reform between comparatively low. But
civil service  China and other their fotal remuneration is
pay in China developing countries. comparatively higher because they
are compensated
with various welfare benefits and
subsidies, which do not appear on
their pay slips. Such a pay system
distorts the behavior of civil servants
and
gives rise to organizational
corruption
4 IMF Managing This paper discusses the Some of the findings are: 1)
(2016) Government institutions and policies  Streamlining non-wage
Compensati  needed to effectively compensation improves
on And manage government transparency and fairness of
Employment compensation and government pay, 2) Deeper
—Institutions, employment levels, structural reforms of the
Policies, And and the reform compensation structure can
Reform challenges faced by facilitate stronger wage bill control
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S.N  Author Title Objective Finding

o. and
Year

Challenges  policymakers. while ensuring wages are
competitive, equitable and
transparent and 3) Compensation
reforms can also enhance public
service delivery.

5 Poon The Reform  The purpose of this This policy discussion paper draws
et. al of the Civil policy discussion paper on comparative lessons from other
(2009)  Service on civil service reformis countries and proposes that the

System as therefore to analyse reform of the Vietnamese civil

Viet Nam and identify options for  service in the next 10 years should

moves info the reform of civil be based on an integrated human
the Middle -  servant management resource management and

Income and development in development framework that is

Country the next 10 years, as underpinned by the principles of

Category Vietham moves into the merit, performance and objectivity.

middle income country
category.

6 Filmer  Does Filmer and Lindauer The results suggest that government
and Indonesia systematically analyze  workers with a high school
Lindau Have alow- the relationship education or less, representing
er Pay Civil between government three-quarters of the civil service,
(2001)  Service? and private earn a pay premium over their

compensation levels private sector counterparts. Civil

using data from two servants with more than a high

large household surveys school education earn less than
they would in the private sector.

7 Ayee  Civil Service The article evaluates The Ghanaian CSRP has
(2001)  Reformin Ghana's Civil Service demonstrated that certain factors

Ghana: A Reform Programme are lead to successful

Case Study  (CSRP), which was implementation of reform. They

of intended to make the include securing political and

Contempor  civil service a"value for administrative leadership for

ary Reform money " instituti change, enhancing policy

Problems in development

Africa capacity, improved human

resource and financial
management systems, establishing
efficiency and quality
management programmes,
harnessing information technology
and mobilizing external and internall
advice
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Figure 2.2: Components of the State Budget
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Chapter 3

Table 3.1: Central Government budgetary ltems (per cent of GDP (2011-12) at
current market prices), 1995-96 to 2015-16

Revenue Capital Revenue Capital (?ross Revenue
Year . . . . Fiscal . .
Expenditure Expenditure receipts receipts Deficit Deficit
1995 11.8 3.2 9.3 0.6 5.1 2.5
1996 11.5 3.1 9.2 0.6 4.8 2.4
1997 11.8 3.4 8.8 0.6 5.8 3.0
1998 12.4 3.6 8.5 0.9 6.5 3.8
1999 12.7 2.5 9.3 0.6 5.3 3.4
2000 13.2 2.3 9.1 0.7 5.6 4.0
2001 13.2 2.7 8.8 0.9 6.2 4.4
2002 13.8 3.0 9.4 1.5 5.9 4.4
2003 13.1 4.0 9.6 3.1 4.5 3.6
2004 12.2 3.6 9.7 2.1 4.0 2.5
2005 12.3 1.9 9.7 0.3 4.1 2.6
2006 12.4 1.7 10.4 0.2 3.4 1.9
2007 12.3 2.4 11.2 0.9 2.6 1.1
2008 14.5 1.7 9.9 0.1 6.2 4.6
2009 14.5 1.8 9.1 0.5 6.7 5.4
2010 13.8 2.1 10.4 0.5 4.9 3.3
2011 13.1 1.8 8.6 0.4 5.9 4.5
2012 12.5 1.7 8.8 0.4 4.9 3.7
2013 12.2 1.7 9.0 0.4 4.5 3.2
2014 11.8 1.6 8.8 0.4 4.1 2.9
2015 11.2 1.8 8.7 0.5 3.9 2.5




Table 3.2 Composition of Central government’s total Revenue receipts and
growth rate over the period 1995-96 to 2015-16

Percentage of total revenue receipts Growth rate
Direct tax Indirect Non-tax Directtax Indire Non-tax
(net) tax revenue (net) cttax revenue
1995 20.2 54.2 25.6 21.1 21.6 19.3
1996 20.1 54.1 25.8 13.9 14.5 15.6
1997 20.3 51.2 28.5 7.1 0.3 17.3
1998 21.5 48.5 30.0 18.2 5.9 17.3
1999 22.8 47.8 29.3 29.0 19.7 18.7
2000 25.8 45.2 29.0 19.8 0.2 5.1
2001 23.7 42.6 33.7 -3.9 -1.4 21.1
2002 26.7 42.0 31.3 29.2 12.9 6.7
2003 29.0 41.8 29.1 24.3 13.9 6.3
2004 31.4 42.1 26.5 25.3 16.7 5.7
2005 34.8 43.1 22.1 25.8 16.1 -5.4
2006 39.1 41.8 19.2 40.6 21.3 8.3
2007 42.7 38.4 18.9 36.4 14.6 23.0
2008 45.9 36.1 17.9 7.2 -6.2 -5.3
2009 47 .4 32.3 20.3 9.5 -5.3 19.9
2010 39.8 32.5 27.7 154 38.6 88.0
2011 45.7 38.1 16.2 9.5 11.7 -44.3
2012 45.1 39.3 15.6 15.5 20.5 12.9
2013 449 35.5 19.6 14.9 4.3 44.8
2014 45.4 36.6 18.0 9.8 12.0 -0.6

2015 37.6 41.4 21.0 102 27 270




Table 3.3: Composition of tax revenues of the Central government, 1995-2015

Share of direct taxes (net) Share of indirect taxes
Personal income tax Corporation tax Excise duties (net) Customs duties
1995 19.4 74.0 37.2 59.9
1996 18.6 73.2 34.3 62.7
1997 13.2 73.7 37.2 58.7
1998 17.9 76.4 39.4 56.1
1999 22.0 74.1 40.2 55.8
2000 47.9 50.7 57.2 39.3
2001 46.3 52.7 63.5 33.0
2002 45.1 55.0 64.4 32.9
2003 40.2 59.7 63.6 31.3
2004 36.9 62.8 59.9 32.4
2005 37.5 62.3 57.9 31.2
2006 36.9 62.9 51.1 34.6
2007 37.4 62.5 46.2 36.2
2008 35.1 64.8 41.9 35.5
2009 34.8 65.1 45.6 32.6
2010 32.7 66.7 43.0 38.1
2011 34.4 66.2 40.6 36.9
2012 35.4 64.4 40.9 33.6
2013 37.2 62.7 38.3 33.6
2014 37.6 62.2 38.1 31.8
2015 38.4 61.4 44.6 26.1

Table 3.4: Growth rate of components of tax revenue of Central government,
1995-2015

Personal income tax Corporation tax Excise duties (net) Customs duties

1995 24.5 19.3 5.3 33.5
1996 9.2 12.6 5.8 19.8
1997 -23.9 7.8 8.7 -6.2
1998 60.5 22.5 12.0 1.2
1999 58.5 25.1 223 19.1
2000 160.3 -18.0 42.4 -29.4
2001 -7.0 -0.2 9.5 -17.0
2002 25.7 34.9 14.5 12.6
2003 10.7 34.9 12.6 8.4
2004 15.2 31.9 10.0 20.9
2005 27.6 24.7 12.2 11.6
2006 38.6 41.9 6.9 34.7
2007 38.0 35.6 3.8 20.0
2008 0.5 11.2 -14.9 -8.2
2009 8.7 10.0 3.1 -13.0
2010 8.4 18.3 30.6 62.1
2011 15.4 8.7 5.4 8.2
2012 18.8 12.4 21.5 9.7
2013 20.6 11.8 -2.3 4.5
2014 11.2 ?.0 11.4 5.7
2015 -8.3 -11.4 43.4 0.7
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Table 3.5: Composition of non-tax revenue of the Central government, 1995-
2015

Fiscal Services Interest Receipts Dividends and Profits  Misc.Services

1994 2.9 66.9 11.5 18.8
1995 1.9 65.3 11.5 21.2
1996 1.3 67.9 11.8 19.0
1997 0.7 66.2 13.6 19.5
1998 0.6 67.1 16.9 15.4
1999 0.7 63.7 18.0 17.7
2000 0.4 58.6 243 16.6
2001 0.5 52.4 25.5 21.5
2002 0.4 52.0 29.4 18.2
2003 0.4 50.2 27.5 21.9
2004 0.4 39.9 28.3 31.5
2005 1.1 28.7 33.1 37.1
2006 0.1 27.1 35.2 37.6
2007 0.1 20.6 33.7 45.6
2008 0.1 21.4 39.8 38.7
2009 0.1 18.7 43.2 38.0
2010 0.0 9.0 22.0 69.0
2011 0.1 16.6 41.6 41.7
2012 0.6 15.1 39.1 45.2
2013 0.4 11.0 45.5 43.1
2014 0.7 12.0 45.4 41.9
2015 0.3 10.1 44.6 45.0

Table 3.6: Growth rate, components of non-tax revenue, Central government,
1995-2015

Fiscal Services Interest Receipts  Dividends and Profits Misc.Services

1995 -19.8 16.6 19.6 34.8
1996 -24.2 20.0 18.7 3.8
1997 -35.5 14.6 34.4 20.2
1998 1.5 18.8 46.4 -7.5
1999 35.4 12.7 26.0 36.1
2000 -32.7 -3.2 42.1 -0.9
2001 449 8.3 27.4 56.6
2002 -23.5 5.9 22.8 -9.8
2003 22.3 2.4 -0.3 27.6
2004 -13.4 -16.0 8.4 52.3
2005 196.6 -32.0 11.0 11.3
2006 -90.9 2.2 15.2 9.9
2007 11.5 -6.5 17.7 49.1
2008 -32.2 -1.6 11.9 -19.5
2009 21.5 5.2 30.2 17.6
2010 -25.7 -9.4 -4.5 241.4
2011 53.6 2.6 5.5 -66.4
2012 509.3 2.5 6.2 22.4
2013 12.5 5.3 68.2 38.1
2014 57.7 8.9 -0.7 -3.3
2015 -54.8 6.6 24.8 36.6
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Table 3.7: Structure of Central government’s revenue and capital expenditure
over the period 1995-96 to 2015-16

Reven Capital Total

Year ve of which exp. of which exp.

exp. (7+8) (2+6)

Loans
Defence Interest . g Capital
exp. payments Subsidies and ouﬁay
advances
1 2 3 4 5 6 7 8 9

1995-96 78.5 13.5 35.8 9.1 21.5 63.3 36.7 100
1996-97 79.1 13.2 37.4 9.8 20.9 66.3 33.7 100
1997-98 77.7 14.5 36.4 10.3 22.3 66.1 33.9 100
1998-99 77.5 13.8 36.0 10.9 22.5 70.0 30.0 100
1999-00 83.6 14.1 36.2 9.8 16.4 50.9 49.1 100
2000-01 85.3 13.4 35.7 9.7 14.7 48.2 51.8 100
2001-02 83.2 12.6 35.6 10.4 16.8 56.3 43.7 100
2002-03 82.0 12.0 34.8 12.9 18.0 42.5 39.0 100
2003-04 76.8 11.9 34.3 12.2 23.2 26.4 31.3 100
2004-05 77.1 11.4 33.0 12.0 22.7 25.5 46.2 100
2005-06 86.9 11.0 30.2 10.8 13.1 17.1 82.9 100
2006-07 88.2 10.0 29.2 11.1 11.8 12.4 87.6 100
2007-08 83.4 9.1 28.8 11.9 16.6 9.6 90.4 100
2008-09 89.8 9.2 24.2 16.3 10.2 15.6 84.4 100
2009-10 89.0 9.9 23.4 15.5 11.0 13.9 86.1 100
2010-11 86.9 8.8 22.5 16.7 13.1 16.0 84.0 100
2011-12 87.8 9.0 23.8 19.0 12.2 13.1 86.9 100
2012-13 88.2 8.9 252 20.7 11.8 12.5 87.5 100
2013-14 88.0 9.1 27.3 18.6 12.0 10.2 89.8 100
2014-15 88.2 9.3 27.4 17.6 11.8 14.9 85.1 100
2015-16 85.9 9.5 28.7 17.2 14.1 10.4 89.6 100

Table 3.8: Expenditure elasticity of various components, 1995-96 to 2015-16

1995-96 to 1999-00to  2008-09to 2011-12to

1998-99 2007-08 2010-11 2015-16

Total Expenditure 1.167 0.869 0.935 0.704
Revenue expenditure 1.137 0.904 0.838 0.663
Capital expenditure 1.305 0.700 1.754 0.966
Revenue expenditure excluding

pension 1.083 0.916 0.781 0.663
Revenue expenditure excluding

salary 1.010 0.981 0.876 0.619
Revenue expenditure excluding

salary and pension 0.956 1.002 0.819 0.591
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Table 3.9 Growth rate of Interest Payment, Pension, Salary and committed
expenditure, 1995-96 to 2015-16

Interest Payment Pension Salary Commn!'ted
expenditure

1996 18.8 19.1 13.0 17.1
1997 10.4 35.1 35.6 19.2
1998 18.7 46.2 15.5 19.3
1999 15.9 42.1 7.2 15.1
2000 10.0 0.7 2.6 6.9
2001 8.2 0.4 -4.4 3.9
2002 9.6 0.4 50 7.6
2003 5.3 9.7 3.4 5.2
2004 2.3 15.1 10.7 5.5
2005 4.5 10.7 4.5 5.1

2006 13.3 9.1 5.5 10.8
2007 13.8 9.8 6.9 11.7
2008 12.4 35.8 68.1 28.2
2009 10.9 70.5 26.4 21.8
2010 9.8 2.2 -2.3 4.7
2011 16.7 6.6 9.1 13.0
2012 14.7 13.6 14.0 14.3
2013 19.5 7.8 15.0 16.7
2014 7.5 25.0 11.0 10.6
2015 9.7 3.4 6.9 8.1

Figure 3.1: Percentage Share of committed expenditure to revenue budget of

Central government over the period 1995-96 to 2015-16
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Table 3.10: Fiscal Profile of Central Government: The Base Scenario

201 201 201 201 202 202 202 202 202 202

6 7 8 9 0 1 2 3 4 5

Revenue receipts 87 86 86 85 84 84 83 83 82 81
Capital receipts 04 04 04 04 04 03 03 03 03 03
Revenue Expenditure 10.9 106 102 99 96 93 90 88 8.5 83
Interest Payment 31 30 30 29 28 27 26 26 25 21';
Pension o7 07 07 07 07 07 08 08 038 O8
Salary 1.6 1.6 1.5 1.5 1.5 15 15 14 1.4 ]4
Capital expenditure 1.7 1.7 1.6 1.5 1.5 1.4 1.4 1.3 1.2 ]2
Revenue Deficit 22 1.9 1.7 14 12 10 07 05 03 Ol
Fiscal Deficit 35 3832 29 26 23 20 18 15 13 ]1

Table 3.11; Fiscal Profile of Central Government: Scenario 1

2016 2017 2018 2019 2020 2021

2022 2023 2024 2025

Revenue receipts 87 86 86 85 84 84 83 83 82 8.1
Capital receipts 0.4 04 04 0.4 04 03 0.3 03 03 03
Revenue Expenditure 11.4 11.0 10.7 104 10.1 98 9.5 922 90 87
Interest Payment 3.1 30 30 29 28 27 26 26 25 24
Pension 08 08 08 09 09 092 09 09 092 09
Salary 2.0 1.9 1.9 1.9 1.8 1.8 1.8 1.7 1.7 1.7
Capital expenditure 1.7 1.7 1.6 1.5 1.5 1.4 1.4 1.3 1.2 12
Revenue Deficit 27 24 2.1 1.9 1.6 1.4 1.2 1.0 08 0.4
Fiscal Deficit 40 37 33 30 28 25 22 20 1.7 15

Table 3.12: Fiscal Profile of Central Government: The Base Scenario using
growth rates for last é years

2016 2017 2018 2019 2020 2021

2022 2023 2024 2025

Revenue receipts 8.7 8.7 8.7 8.7 8.7 8.7 8.6 8.6 86 8.6
Capital receipts 05 04 04 04 04 04 04 04 04 04
Revenue Expenditure 10.8 10.4 100 9.6 92 89 86 83 80 7.7
Interest Payment 32 32 32 3.1 3.1 3.1 3.1 30 30 30
Pension 07 07 06 06 06 06 05 05 05 05
Salary 1.6 1.5 1.4 1.4 1.3 1.2 1.2 1.1 1.1 1.0
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Capital expenditure 1.8 1.8 1.9 1.9 1.9 1.9 1.9 1.9 19 20
Revenue Deficit 2.1 1.7 1.3 0.9 0.6 02 -0.1 -04 -0.6 -09
Fiscal Deficit 3.5 3.1 27 24 20 1.7 1.4 1.2 09 07

Table 3.13: Fiscal Profile of Central Government: Scenario-1 using growth rates

for last 6 years

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Revenue receipfts 8.7 8.7 8.7 8.7 8.7 8.7 8.6 8.6 8.6 8.6
Capital receipts 05 04 04 04 04 04 04 04 04 04
Revenue Expenditure 11.3 109 10.5 101 97 94 90 87 84 8.1
Interest Payment 32 32 32 3.1 3.1 3.1 3.1 30 30 30
Pension c8 08 08 07 07 07 07 06 06 0.4
Salary 1.9 1.9 1.8 1.7 1.6 1.6 1.5 1.4 1.4 1.3
Capital expenditure 1.8 1.8 1.9 1.9 1.9 1.9 1.9 1.9 1.9 20
Revenue Deficit 26 22 1.8 1.4 1.0 0.7 04 O.1 -0.2 -0.5
Fiscal Deficit 40 36 32 29 25 22 1.9 1.6 1.3 1.1
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Chapter 4

Table 4.1: Average of State Government budgetary Iltems (per cent of GSDP
(2011-12) at current market prices), 2010-11 to 2015-16

Revenue Capital Outla + Revenve
State Exp. Netplending- NDYCR receipts GFD RD
Andhra Pradesh 13.5 2.3 13.1 2.7 0.5
Bihar 20.2 4.9 22.3 2.8 2.2
Chhattisgarh 15.8 2.7 16.5 2.0 -0.7
Gujarat 9.5 2.6 10.0 2.1 -0.5
Haryana 11.1 2.0 9.7 3.4 1.4
Himachal 19.2 2.7 18.7 3.2 0.5
Jharkhand 14.0 3.4 15.0 2.5 -1.0
Karnataka 11.1 2.3 11.4 2.0 -0.3
Kerala 13.3 1.3 11.1 3.5 2.3
Madhya Pradesh 17.0 4.1 18.8 2.3 -1.8
Maharashtra 9.6 1.2 9.4 1.5 0.2
Odisha 15.8 3.2 17.9 1.0 2.1
Rajasthan 14.0 3.5 13.9 3.5 0.0
Tamil Nadu 11.6 2.0 11.3 2.3 0.3
Uttar Pradesh 17.4 43 18.6 3.1 -1.2
Uttarakhand 11.8 2.5 12.0 2.3 -0.2

Table 4.2: Composition of State Government’'s Tax Revenues over the period

2010-11 to 2015-16

% of revenue receipts

Growth rate

% in

Own % in Grants Own Cen Grants
Tax Centr Non from Tax fral Non from

Revenue alTax -tax Cenitre Revenue Tax -tax Centre
Andhra Pradesh 54.4 192  13.2 13.3 12.1 184 132 454
Bihar 26.8 51.3 2.0 19.9 21.2 157 19.0 16.5
Chhattisgarh 41.7 259 143 18.1 13.8 268 6.5 17.2
Gujarat 68.7 12.7 9.2 9.4 11.8 19.7 162 17.6
Haryana 67.4 9.4 12.7 10.5 13.1 202 7.8 20.1
Himachal 30.5 149 10.6 441 13.0 16.5 3.9 17.0
Jharkhand 32.2 33.7 14.1 20.0 14.0 22.2 140 14.0
Karnataka 67.2 16.3 49 11.5 14.5 21.9 10.2 17.4
Kerala 63.6 157 10.5 10.2 12.5 21.2 35.1 37.5
Madhya Pradesh 42.0 304 104 17.1 13.6 21.1 103 16.4
Maharashtra 71.0 11.7 7.2 10.0 11.2 21.1 10.6 11.0
Odisha 33.9 31.2 157 19.2 15.1 183 13.6 17.9
Rajasthan 44,0 253 156 15.1 15.6 17.4 140 32.4
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Tamil Nadu 67.4 14.8 7.1 10.7 11.4 134 152 28.7
Uttar Pradesh 38.7 37.9 9.4 13.9 14.6 165 16.5 17.1
Uttarakhand 41.9 21.2 7.5 29.4 16.4 17.3 17.0 7.4

Figure 4.1: Composition of total expenditure, India States, 2010-11 to 2015-16
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Figure 4.2: Composition of revenue expenditure, India States, 2010-11 to 2015-
16
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Table 4.3a: Growth rate in Salary, 1995-96 to 2005-06

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Andhra Pradesh 11.8 13.0 245 123 19.6 23 -0.8 7.6 1.2 16.4
Bihar 56 127 167 257 6.6 -26.0 -3.8 -1.0 -03 155
Chhattisgarh 130.0 1.7 57 2.1 1.7
Gujarat 3.5 150 373 -04 53 3.6 6.5 3.6 07 55
Haryana 167 144 479 -28 23 8.7 8.1 -04 99 82
Himachall 143 198 341 118 6.7 115 99 42 23 13.1
Jharkhand -5.2 54,6 128 16.9
Karnataka 157 172 132 201 1.2 8.6 -1.8 77 39 67
Kerala 17.4 8.6 160 384 -0.1 -6.5 11.3 82 55 48
Madhya
Pradesh 11.6 126 343 89 -142 -180 7.6 6.1 243 -2.6
Maharashtra 125 13.3 104 446 130 1.6 0.1 6.1 5.4 10.3
Odisha 229 274 98 210 1.7 -1.8 52 1.9 1.8 6.8
Rajasthan 9.9 395 6.5 1.2 3.9 -0.3 88 58 12.1
Tamil Nadu 165 154 344 111 -05 0.1 34 02 68 56
Uttar
Pradesh 149 292 59 104 9.5 98 6.2 87 48 7.5
Uttarakhand 11.7 104 127 2.1 15.9
Table 4.3b: Growth rate in Salary, 2005-06 to 2015-16
200 201 201 201 201
é 2007 2008 2009 2010 2011 2 3 4 5
Andhra Pradesh 162 9.0 98 219 346 144 -39 255 198 183
Bihar 4.0 75 175 271 92 185 118 44 40 40
203. -
Chhattisgarh 169 188 23.6 5 425 161 34 189 94 8.4
189.
Gujarat 3.4 9 6.7 184 548 100 68 100 22 53
Haryana 78 11.0 421 309 146 08 106 63 178 90
Himachall 116 124 103 18.6 297 32 152 70 6.5 -2.1
Jharkhand 00 170 326 380 -04 153 30 50 126 7.9
Karnataka 11.0 285 181 3.7 7.7 41 393 108 10.8 8.9
Kerala 174 169 178 82 129 453 78 11.7 106 9.9
Madhya
Pradesh 50 101 225 241 253 135 7.5 133 157 29
Maharashtra 62 138 165 285 18 89 173 120 40 7.5
Odisha 65 152 404 237 159 04 81 11.1 204 13.1
Rajasthan 70 96 464 199 38 88 11.0 171 146 10.1
Tamil Nadu 19.1 137 316 218 223 125 30 154 164 02
113. -
Uttar Pradesh 20 134 2 398 88 247 67 32 86 56
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Uttarakhand 644 114 130 706 -33 288 104 83 131 90
Table 4.4a: Growth rate in Pensions, 1995-96 to 2005-06

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Andhra Pradesh 124 134 206 207 435 2.4 18 26 244 60
Bihar 26.4 77 354 390 156 8.1 145 7.9 56 5.6
Chhattisgarh 17459 -146 168 17.1 -13.46
Guijarat 33.1 251 623 218 -45 4.4 5.7 9.2 9.1 11.1
Haryana 467 56 1061 107 2.8 151 135 27 178 145
Himachal 22.6 308 344 1002 -12.1 132 107 87 109 134
Jharkhand 445 20.6 25 -16.5
Karnataka 283 129 20.1 58.4 2.8 3.7 8.0 72 135 3.7
Kerala 51 211 264 567 67 47 242 55 80 100
Madhya Pradesh 292 103  51.9 46 -19.5 50 71 106 11.1 171
Maharashtra 309 164 37 668 335 220 24 43 90 159
Odisha 300 254 500 448 209 20.6 26 125 88 6.3
Rajasthan 31,0 21.6 47.6 520 2646 0.4 0.1 9.4 -11.7 1.5
Tamil Nadu 360 202 314 589 89 42 90 -14 190 143
Uttar Pradesh 23.6 178 68.6 160 50 10,6 150 54 228 121
Uttarakhand 406.5 4114 1100 252 280
Table 4.4b: Growth rate in Pensions, 2005-06 to 2015-16

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Andhra Pradesh 298 227 84 149 51.6 1546 88 132 37 373
Bihar 1.7 117 247 241 423 271 7.1 134  19.6 4.5
Chhattisgarh 35.3 9.6 360 326 467 37 285 141 18.1 8.3
Gujarat 140 243 06 523 281 63 171 149 11.1 8.5
Haryana 13.6 106 244 48.1 294 36 135 147 104 176
Himachal 36.1 41 216 169  56.1 53 239 3.9 2.1 316
Jharkhand 21 98 57.8 53.1 62 255 276 189 06 152
Karnataka 11.6 298 269 -17.1 194 33.6 330 266 106 112
Kerala 151 495  -48 0.4 226 50.9 1.9 125 129  16.1
Madhya Pradesh 12,5 12,1 239 265 224 165 127 199 153 144
Maharashtra 64 183 229 190 449 182 92 13.1 9.9 7.6
Odisha 109 213 152 582 222 182 135 103 81 -1
Rajasthan 282 212 29.6 471 54 149 158 138 234 128
Tamil Nadu 21.8 108 285 84 403 7.0 45 129 167 5.2
Uttar Pradesh 215 265 129 599 139 120 269 89 143 8.3
Uttarakhand 163 182 33.0 264 90 -06 203 560 151 7.2
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Table 4.5a: Growth rate in Interest payments, 1995-96 to 2005-06

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Andhra Pradesh 203 171 228 173 223 209 337 118 34 -12
Bihar -150 84 219 528 -170 159 168 33 45 50
Chhattisgarh 1438 154 301 93 -165
Gujarat 212 170 200 242 11.5 343 177 173 47 1.1
Haryana 288 146 215 362 99 89 198 86 58 60
Himachal 9.7 189 33.9 19.9 336 305 125 257 11.4 -48
Jharkhand 200 47 2201  -6.8
Karnataka 153 154 160 245 186 124 227 127 23 08
Kerala 19.4 166 125 350 156 103 184 129 85 52
Madhya Pradesh 188 20.6 105 166 127 -65 11.0 281 142 -65
Maharashtra 19.1 186 265 330 70 231 109 169 77 4]
Odisha 162 197 149 -16.6 848 240 18 09 165 110
Rajasthan 259 221 183 260 182 161 109 111 83 07
Tamil Nadu 141 195 203 278 152 125 17.6 137 12 -4
Uttar Pradesh 221 155 176 188 138 103 -141 434 173 -23.4
Uttarakhand 4161 10.1 80 366 -1.0
Table 4.5b: Growth rate in Interest payments, 2005-06 to 2015-16
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Andhra Pradesh 3.9 42 62 106 85 92 104 107 180 143
Bihar -6.4 8.5 12 -18 172 04 29 233 123 158
Chhattisgarh 67 112 -55 1.6 95 04 33 171 232 29.2
Gujarat 12.8 8.0 5.3 90 121 136 112 9.6 121 9.1
Haryana 7.9 36 03 170 21.3 206 186 233 184 196
Himachal 6.8 20 11.2 33 03 92 113 47 148 107
Jharkhand 80 154.9 7.8 46 34 49 5.5 93 120 133
Karnataka 12.5 64 0.6 15.0 8.2 75 127 147 200 143
Kerala 10.3 33 7.6 13.6 75 106 145 147 182 137
Madhya Pradesh  17.7 4.0 0.0 63 134 5.0 52 147 106 144
Maharashtra 24.7 4.7 08 147 109 119 90 112 130 7.5
Odisha -138 06 -88 5.3 0.6 -158 9.0 29 27 19.0
Rajasthan 9.4 42 4.7 8.8 8.9 7.1 5.7 87 154 148
Tamil Nadu 208 105 20 118 191 117 150 21.6 173 195
Uttar Pradesh 15.2 3.3 5.1 54 18.6 8.9 9.3 2.9 83 137
Uttarakhand 194 137 84 127 106 19.6 181 -16 170 23.5
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Table 4.6a: Growth rate in fiscal deficit, 1995-96 to 2005-06

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Andhra Pradesh  16.3 -13.6 1350 -12.8 46.8 80 134 23 9.9 1.3
Bihar -433  10.4 1422 156.6 -20.0 -17.9 225 -164 -69.8 198.0
Chhattisgarh -2360.3  -8.3 126.4 -44.] -65.4
Gujarat 35.1 346 770 209 17.6 -185 -6 50.7  -5.1 -27.9
Haryana 11.5 25 98.7 -48 6.2 21.0 -463 994 -589 -76.3
Himachal 98 1102 38.2 -88.6 8722 -18.1 549 1.8 -24.1 -60.2
Jharkhand 332 -242 1199 34.8
Karnataka 33.4 -172 934 374 -13 39.1 -100 -148 -200 2.4
Kerala 185 564 247 50.7 -14.5 -15.7 528 109 -19.6 -6.0
MP 180 -55 1268 -52 -30.7 346 11.3 803 -11.4 -29.6
Maharashtra 193 30.1 158 56.8 -233 21.4 31.1 255 3.9 -5.3
Odisha 147 125 617 285 -11.2 19.2 290 269 -61.8 -79.7
Rajsthan 2.6 1.8 101.9 4.1 -19.6 33.3 64 205 -16.6 -16.2
N 94.6 -132 1251 127 -57 6.6 423 -17.1 -0.4 -59.6
up 360 272 535 46 -83 28 -41 753 219 -22.5
Uttarakhand 210.7 1093 582 542 -13.5
Table 4.6b: Growth rate in fiscal deficit, 2005-06 to 2015-16
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
128.
Andhra Pradesh  -320 557 412 129 -158 30.6 137 3.0 3 20
109.
Bihar -18.4  -43.5  46.9 9 244 486 107 27.6 33.9 7.9
- - 227.
Chhattisgarh -107.9 -481.8 499.7 71.1 1227 303.4 6 89.7 600 -325
Gujarat 99 -155 1188 452 -0.6 -269 497 11.7 -0.6 25.6
Haryana -512.5 -207.3 4188 540 -28.1 -1.6 450 -198 51.6 150.0
Himachal 278  -40.1 313.1 222 -343 -105 815 34.9 4.6 -48.4
. 194,
Jharkhand 6.9 18.2 -39.7 526 1719 -603 77.6  -348 9 75.8
Karnataka 27.2 13.7 638 2446 -18 151 17.8 17.9 14.4 -2.0
Kerala -8.6 59.6 40 240 -1.8 456 172 12.9 10.0 -4.4
MP -39.7 1.1 59.2 397 -150 95 634 48 15.0 24.0
Maharashtra 345 -1244 5964 869 -279 59 312  89.3 223  -10.9
- 579. - -
Odisha -397.0 60.8 1252 3 2708 1929 -98.9 673920 18.1 28.9
135.
Rajsthan 229  -141 104.6 47.6 -600 -12.2 6 78.1 25.1  231.9
Tamil Nadu 75.7 -68 131.9 38.1 41.1 38  -4.4 24.5 32.0 20.1
Uttar Pradesh -4.6 435 487 -89 -7.7 -105 24.46 23.1 37.3 79.8
119.
Uttarakhand -52.8 968 58 515 -344 -35 99 66.3 9 52
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Figure 4.3: Composition of Capital expenditure, India States, 2010-11 to 2015-
16
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Table 4.7: Growth rate in Capital outlay and Net lending, 2010-11 to 2015-16

Capital Outlay Net Lending

Andhra Pradesh 20.9 -98.1
Bihar 22.5 -75.0
Chhattisgarh 23.3 -807.8
Gujarat 22.0 -81.3
Haryana 17.8 459.5
Himachal 10.6 41.8
Jharkhand 16.8 242.5
Karnataka 9.3 -14.4
Kerala 20.6 5.7
Madhya Pradesh 15.1 4.4
Maharashtra 5.2 23.3
Odisha 33.0 31.7
Rajasthan 33.6 -2626.0
Tamil Nadu 9.7 19.9
Uttar Pradesh 27.6 120.0
Uttarakhand 20.3 -233.3
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Table 4.8: Average percentage Share of committed expenditure to revenue
budget of State Government over the period 2010-11 to 2015-16

State/Share of Revenue expenditure Revenue receipts Gap
Andhra Pradesh 48.9 50.2 1.3
Bihar 47.2 42.7 -4.5
Chhattisgarh 40.8 39.0 -1.8
Gujarat 54.2 51.3 -2.8
Haryana 50.3 57.5 7.3
Himachal 67.8 69.9 2.2
Jharkhand 48.7 45.5 -3.1
Karnataka 37.8 36.9 -0.8
Kerala 62.8 75.7 13.0
Madhya Pradesh 42.8 38.7 -4.1
Maharashtra 59.0 60.5 1.4
Odisha 49.4 43.6 -5.8
Rajasthan 49.8 49.6 -0.2
Tamil Nadu 53.8 55.1 1.3
Uttar Pradesh 42.9 40.1 -2.8
Uttarakhand 67.5 65.9 -1.6
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Chapter-5

Figure 5.1: Growth rate in wages per employee, Individual Proprietorship,

Annual Survey of industries, 1995-2014

Individual Proprietorship

Figure 5.2: Growth rate in wages per employee, Joint Family HUF, Annual
Survey of industries, 1995-2014

Joint Family HUF
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Figure 5.3: Growth rate in wages per employee, Partnership, Annual Survey of
industries, 1995-2014
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Figure 5.4: Growth rate in wages per employee, Unincorporated enterprises,
Annual Survey of industries, 1995-2014
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Figure 5.5: Growth rate in wages per employee, Corporate Sector, Annual
Survey of industries, 1995-2014

Corporate Sector

Figure 5.6: Growth rate in wages per employee, Co-operative Socities,
Annual Survey of industries, 1995-2014
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Figure 5.7: Growth rate in wages per employee, Khadi and Village industries,

Annual Survey of industries, 1995-2014
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Figure 5.8: Growth rate in wages per employee, Handloom industries, Annual
Survey of industries, 1995-2014
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Figure 5.9: Growth rate in wages per employee, Others, Annual Survey of
industries, 1995-2014
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Appendix Tables

Table A1: Description of type of organization, Annual Survey of Industries

S.No. Definition

1

2

9

Proprietary

Here, an individual is the sole owner of the enterprise

Partnership

It means relation between persons who have agreed to share the profits of a
business carried on by all or any one of them acting for all.

Limited Liability Partnership (LLP)

It is an alternative corporate business form that gives the benefits of limited
liability of a company and the flexibility of a partnership. It can continue its
existence irrespective of changes in partners. It is capable of entering into
contracts and holding property in its own name. It is a separate legal entity, is
liable to the full extent of its assets but liability of the partners is limited to their
agreed contribution in the LLP. Further, no partner is liable on account of the
independent or un-authorized actions of other partners, thus individual
partners are shielded from joint liability created by another partner’s wrongful
business decisions or misconduct.

Government Company-Public

It is a company where paid-up share capital of the appropriate Government
(Cenftral/ State/ Local) is not less than 51% and number of shareholders is at
least 7 and no upper limit for number of shareholders.

Government Company-Private

It is a company where paid-up share capital of the appropriate Government
(Central/ State/ Local) is not less than 51% and number of shareholders
(including the Government) is at least 1 and maximum number of
shareholders is 200.

Non-Government Company-Public

It is a company where paid-up share capital of the appropriate Government
(Cenftral/ State/ Local) is less than 51% and number of shareholders is at least
7 and no upper limit for number of shareholders.

Non-Government Company-Private

It is a company where paid-up share capital of the appropriate Government
(Central/ State/ Local) is less than 51% and number of shareholders is at least
1 and maximum number of shareholders is 200.

Co-operative society

It is a society formed through the co-operation of a number of persons
(members of the society) to benefit the members. The funds are raised by
members’ confributions/ investments, and the members share the profits. The
government or government agency can also be a member or shareholder of
a registered co-operative society but this fact cannot render the society into
a public sector enterprise for the purpose of the survey.

Others

These are the enterprises not falling under any of the above categories.

Note: Others include Joint Family (HUF), Trusts, Wakf Boards, Handlooms, KVIC etc
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Table A2: Fiscal Profile of State Governments: Base and Hike scenario, Andhra

Pradesh
Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.14 0.15 0.01 0.02 0.04 0.03 3.68
Base 2017 0.15 0.16 0.01 0.02 0.04 0.02 4.04
Base 2018 0.15 0.17 0.01 0.02 0.04 0.02 4.51
Base 2019 0.15 0.19 0.01 0.02 0.04 0.02 5.09
Base 2020 0.16 0.2 0.01 0.02 0.04 0.02 5.79
Base 2021 0.16 0.21 0.01 0.02 0.04 0.01 6.63
Base 2022 0.17 0.23 0.01 0.02 0.04 0.01 7.6
Base 2023 0.17 0.24 0.01 0.02 0.04 0.01 8.73
Base 2024 0.17 0.26 0.01 0.02 0.05 0.01 10.02
Base 2025 0.18 0.28 0.01 0.02 0.05 0.01 11.49
Hike 2016 0.14 0.16 0.01 0.02 0.04 0.03 4.49
Hike 2017 0.15 0.18 0.01 0.02 0.05 0.02 5.39
Hike 2018 0.15 0.19 0.01 0.02 0.05 0.02 5.88
Hike 2019 0.15 0.2 0.01 0.02 0.05 0.02 6.49
Hike 2020 0.16 0.21 0.01 0.02 0.05 0.02 7.22
Hike 2021 0.16 0.23 0.01 0.02 0.05 0.01 8.09
Hike 2022 0.17 0.24 0.01 0.02 0.05 0.01 9.09
Hike 2023 0.17 0.26 0.01 0.02 0.06 0.01 10.25
Hike 2024 0.17 0.28 0.01 0.03 0.06 0.01 11.57
Hike 2025 0.18 0.3 0.01 0.03 0.06 0.01 13.07

Table A3: Fiscal Profile of State Governments: Base and Hike scenario, Bihar

Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipls Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.26 0.23 0.02 0.03 0.04 0.07 3.73
Base 2017 0.27 0.24 0.02 0.03 0.04 0.07 4.41
Base 2018 0.28 0.25 0.02 0.03 0.04 0.08 52
Base 2019 0.29 0.27 0.02 0.03 0.04 0.08 6.13
Base 2020 0.29 0.28 0.02 0.03 0.03 0.09 7.2
Base 2021 0.3 0.3 0.02 0.03 0.03 0.09 8.41
Base 2022 0.31 0.31 0.02 0.03 0.03 0.1 9.8
Base 2023 0.32 0.33 0.02 0.03 0.03 0.1 11.37
Base 2024 0.33 0.36 0.02 0.03 0.03 0.11 13.13
Base 2025 0.34 0.38 0.02 0.03 0.03 0.12 15.12
Hike 2016 0.26 0.24 0.02 0.04 0.04 0.07 4.87
Hike 2017 0.27 0.26 0.02 0.04 0.05 0.07 6.06
Hike 2018 0.28 0.27 0.02 0.04 0.05 0.08 6.82
Hike 2019 0.29 0.28 0.02 0.04 0.04 0.08 7.72
Hike 2020 0.29 0.3 0.02 0.04 0.04 0.09 8.75
Hike 2021 0.3 0.31 0.02 0.04 0.04 0.09 9.95
Hike 2022 0.31 0.33 0.02 0.04 0.04 0.1 11.3
Hike 2023 0.32 0.35 0.02 0.04 0.04 0.1 12.85
Hike 2024 0.33 0.37 0.02 0.04 0.04 0.11 14.59
Hike 2025 0.34 0.39 0.02 0.04 0.03 0.12 16.55
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Table A4: Fiscal Profile of State Governments: Base and Hike scenario,

Chhattisgarh
Scena Revenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.18 0.17 0.01 0.01 0.04 0.03 2.7
Base 2017 0.18 0.18 0.01 0.01 0.04 0.04 3.39
Base 2018 0.18 0.18 0.01 0.01 0.04 0.04 4.16
Base 2019 0.18 0.19 0.01 0.01 0.03 0.04 5.02
Base 2020 0.18 0.2 0.01 0.01 0.03 0.04 596
Base 2021 0.18 0.2 0.01 0.01 0.03 0.05 7
Base 2022 0.18 0.21 0.01 0.01 0.03 0.05 8.14
Base 2023 0.18 0.22 0.01 0.01 0.03 0.06 9.39
Base 2024 0.18 0.23 0.01 0.01 0.03 0.06 10.75
Base 2025 0.18 0.24 0.01 0.01 0.03 0.07 12.23
Hike 2016 0.18 0.18 0.01 0.02 0.04 0.03 3.47
Hike 2017 0.18 0.19 0.01 0.02 0.05 0.04 4.64
Hike 2018 0.18 0.19 0.01 0.01 0.05 0.04 5.35
Hike 2019 0.18 0.2 0.01 0.01 0.04 0.04 6.15
Hike 2020 0.18 0.21 0.01 0.01 0.04 0.04 7.05
Hike 2021 0.18 0.21 0.01 0.01 0.04 0.05 8.04
Hike 2022 0.18 0.22 0.01 0.01 0.04 0.05 9.13
Hike 2023 0.18 0.23 0.01 0.01 0.04 0.06 10.34
Hike 2024 0.18 0.24 0.01 0.01 0.03 0.06 11.66
Hike 2025 0.18 0.25 0.01 0.01 0.03 0.07 13.1

Table AS5: Fiscal Profile of State Governments: Base and Hike scenario, Gujarat

Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipls Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
Base 2016 0.09 0.09 0.02 0.01 0.02 0.02 1.7
Base 2017 0.09 0.09 0.02 0.01 0.02 0.02 1.19
Base 2018 0.09 0.08 0.01 0.01 0.02 0.02 0.72
Base 2019 0.09 0.08 0.01 0.01 0.02 0.02 0.27
Base 2020 0.09 0.08 0.01 0.01 0.02 0.02 -0.15
Base 2021 0.09 0.07 0.01 0.01 0.01 0.01 -0.54
Base 2022 0.09 0.07 0.01 0.01 0.01 0.01 -0.91
Base 2023 0.09 0.07 0.01 0.01 0.01 0.01 -1.25
Base 2024 0.09 0.07 0.01 0.01 0.01 0.01 -1.58
Base 2025 0.09 0.06 0.01 0.01 0.01 0.01 -1.88
Hike 2016 0.09 0.09 0.02 0.01 0.02 0.02 2.16
Hike 2017 0.09 0.09 0.02 0.01 0.02 0.02 1.89
Hike 2018 0.09 0.09 0.01 0.01 0.02 0.02 1.38
Hike 2019 0.09 0.09 0.01 0.01 0.02 0.02 0.9
Hike 2020 0.09 0.08 0.01 0.01 0.02 0.02 0.45
Hike 2021 0.09 0.08 0.01 0.01 0.02 0.01 0.03
Hike 2022 0.09 0.08 0.01 0.01 0.02 0.01 -0.36
Hike 2023 0.09 0.07 0.01 0.01 0.02 0.01 -0.73
Hike 2024 0.09 0.07 0.01 0.01 0.02 0.01 -1.08
Hike 2025 0.09 0.07 0.01 0.01 0.01 0.01 -1.41
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Table A6: Fiscal Profile of State Governments: Base and Hike scenario,

Haryana
Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.1 0.13 0.02 0.01 0.03 0.02 4.58
Base 2017 0.1 0.13 0.02 0.01 0.03 0.01 3.98
Base 2018 0.1 0.13 0.02 0.01 0.03 0 3.98
Base 2019 0.1 0.14 0.02 0.01 0.03 0 4.27
Base 2020 0.1 0.14 0.02 0.01 0.02 0 4.71
Base 2021 0.1 0.15 0.02 0.01 0.02 0 524
Base 2022 0.1 0.16 0.03 0.01 0.02 0 5.84
Base 2023 0.1 0.16 0.03 0.01 0.02 0 6.49
Base 2024 0.1 0.17 0.03 0.01 0.02 0 7.2

Base 2025 0.1 0.18 0.03 0.01 0.02 0 7.97
Hike 2016 0.1 0.13 0.02 0.01 0.03 0.02 517
Hike 2017 0.1 0.14 0.02 0.01 0.03 0.01 493
Hike 2018 0.1 0.14 0.02 0.01 0.03 0 49

Hike 2019 0.1 0.15 0.02 0.01 0.03 0 516
Hike 2020 0.1 0.15 0.02 0.01 0.03 0 5.57
Hike 2021 0.1 0.16 0.02 0.01 0.03 0 6.07
Hike 2022 0.1 0.16 0.03 0.01 0.03 0 6.64
Hike 2023 0.1 0.17 0.03 0.01 0.03 0 7.27
Hike 2024 0.1 0.18 0.03 0.01 0.03 0 7.96
Hike 2025 0.1 0.18 0.03 0.01 0.03 0 8.7

Table A7: Fiscal Profile of State Governments: Base and Hike scenario,

Himachal Pradesh

Revenu

Scena e Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.21 0.2 0.03 0.04 0.06 0.04 2.78
Base 2017 0.21 0.2 0.03 0.04 0.06 0.04 3.04
Base 2018 0.22 0.21 0.03 0.04 0.05 0.04 3.37
Base 2019 0.22 0.21 0.03 0.04 0.05 0.05 3.77
Base 2020 0.22 0.21 0.03 0.04 0.05 0.05 4.25
Base 2021 0.23 0.22 0.03 0.04 0.04 0.05 4.81
Base 2022 0.23 0.23 0.03 0.04 0.04 0.06 5.46
Base 2023 0.23 0.23 0.03 0.04 0.04 0.06 6.19
Base 2024 0.23 0.24 0.02 0.04 0.04 0.07 7.01
Base 2025 0.24 0.25 0.02 0.05 0.04 0.07 7.93
Hike 2016 0.21 0.21 0.03 0.04 0.07 0.04 424
Hike 2017 0.21 0.23 0.03 0.04 0.07 0.04 5.27
Hike 2018 0.22 0.23 0.03 0.04 0.07 0.04 5.55
Hike 2019 0.22 0.23 0.03 0.05 0.06 0.05 59
Hike 2020 0.22 0.24 0.03 0.05 0.06 0.05 6.33
Hike 2021 0.23 0.24 0.03 0.05 0.06 0.05 6.85
Hike 2022 0.23 0.25 0.03 0.05 0.05 0.06 7.45
Hike 2023 0.23 0.25 0.03 0.05 0.05 0.06 8.15
Hike 2024 0.23 0.26 0.02 0.05 0.05 0.07 8.94
Hike 2025 0.24 0.27 0.02 0.06 0.05 0.07 9.84
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Table A8: Fiscal Profile of State Governments: Base and Hike scenario,

Jharkhand
scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
0.16 0.01 0.02 0.04 0.07 4,74
Base 2016 0.18
Base 2017 0.19 0.17 0.01 0.02 0.03 0.07 4.5
Base 2018 0.2 0.17 0.01 0.02 0.03 0.07 426
Base 2019 0.21 0.18 0.01 0.02 0.03 0.07 4.01
Base 2020 0.22 0.19 0.01 0.02 0.03 0.07 3.77
Base 2021 0.23 0.19 0.01 0.02 0.03 0.07 3.53
Base 2022 0.24 0.2 0.01 0.02 0.03 0.07 3.3
Base 2023 0.25 0.21 0.01 0.02 0.03 0.07 3.06
Base 2024 0.26 0.22 0.01 0.02 0.03 0.07 2.83
Base 2025 0.27 0.23 0.01 0.02 0.03 0.07 2.6
Hike 2016 0.18 0.17 0.01 0.02 0.04 0.07 5.54
Hike 2017 0.19 0.18 0.01 0.02 0.04 0.07 5.77
Hike 2018 0.2 0.19 0.01 0.02 0.04 0.07 5.51
Hike 2019 0.21 0.19 0.01 0.02 0.04 0.07 5.26
Hike 2020 0.22 0.2 0.01 0.02 0.04 0.07 5.01
Hike 2021 0.23 0.21 0.01 0.02 0.04 0.07 476
Hike 2022 0.24 0.21 0.01 0.02 0.04 0.07 4.51
Hike 2023 0.25 0.22 0.01 0.02 0.04 0.07 4.27
Hike 2024 0.26 0.23 0.01 0.02 0.04 0.07 4.03
Hike 2025 0.27 0.24 0.01 0.02 0.04 0.07 3.79

Table A9: Fiscal Profile of State Governments: Base and Hike scenario,

Karnataka
Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
Base 2016 0.12 0.12 0.01 0.01 0.02 0.02 1.96
Base 2017 0.12 0.12 0.01 0.01 0.02 0.02 2.05
Base 2018 0.12 0.13 0.01 0.01 0.02 0.02 2.15
Base 2019 0.13 0.13 0.01 0.02 0.02 0.02 2.28
Base 2020 0.13 0.14 0.01 0.02 0.02 0.02 2.43
Base 2021 0.13 0.14 0.01 0.02 0.02 0.02 2.6
Base 2022 0.13 0.15 0.01 0.02 0.02 0.01 2.8
Base 2023 0.14 0.15 0.01 0.02 0.02 0.01 3.03
Base 2024 0.14 0.16 0.01 0.02 0.02 0.01 3.28
Base 2025 0.14 0.17 0.01 0.03 0.02 0.01 3.56
Hike 2016 0.12 0.12 0.01 0.01 0.02 0.02 2.44
Hike 2017 0.12 0.13 0.01 0.02 0.03 0.02 2.83
Hike 2018 0.12 0.14 0.01 0.02 0.03 0.02 2.97
Hike 2019 0.13 0.14 0.01 0.02 0.03 0.02 3.13
Hike 2020 0.13 0.15 0.01 0.02 0.03 0.02 3.31
Hike 2021 0.13 0.15 0.01 0.02 0.03 0.02 3.52
Hike 2022 0.13 0.16 0.01 0.02 0.03 0.01 3.76

33



Hike 2023 0.14 0.16 0.01 0.03 0.03 0.01 4.03

Hike 2024 0.14 0.17 0.01  0.03 0.03 0.01 4.32
Hike 2025 0.14 0.18 0.01  0.03 0.03 0.01 4.65
Table A10: Fiscal Profile of State Governments: Base and Hike scenario, Kerala
Scen Reveenu Revenue Interest Pensio Salar CO+NL- Fiscal
ario Year receipt Exp. Paymnt. n/GSD y/GS NDCR/GS def/GS

s/GSDP /GSDP /GSDP P DP DP DP
Base 2016 0.13 0.15 0.02 0.02 0.04 0.02 3.47
Base 2017 0.13 0.16 0.02 0.03 0.05 0.02 3.78
Base 2018 0.14 0.16 0.02 0.03 0.05 0.02 4.12
Base 2019 0.15 0.17 0.02 0.03 0.05 0.02 4.48
Base 2020 0.15 0.18 0.02 0.03 0.05 0.02 4.88
Base 2021 0.16 0.19 0.02 0.03 0.05 0.02 5.31
Base 2022 0.16 0.2 0.02 0.03 0.06 0.02 578
Base 2023 0.17 0.21 0.02 0.04 0.06 0.02 6.29
Base 2024 0.18 0.23 0.02 0.04 0.06 0.02 6.85
Base 2025 0.19 0.24 0.02 0.04 0.06 0.02 7.45
Hike 2016 0.13 0.16 0.02 0.03 0.05 0.02 4.47
Hike 2017 0.13 0.17 0.02 0.03 0.06 0.02 5.41
Hike 2018 0.14 0.18 0.02 0.03 0.06 0.02 5.81
Hike 2019 0.15 0.19 0.02 0.03 0.06 0.02 6.25
Hike 2020 0.15 0.2 0.02 0.04 0.06 0.02 6.72
Hike 2021 0.16 0.21 0.02 0.04 0.07 0.02 7.24
Hike 2022 0.16 0.22 0.02 0.04 0.07 0.02 7.79
Hike 2023 0.17 0.23 0.02 0.04 0.07 0.02 8.39
Hike 2024 0.18 0.25 0.02 0.05 0.07 0.02 9.04
Hike 2025 0.19 0.26 0.02 0.05 0.08 0.02 9.74

Table A11: Fiscal Profile of State Governments: Base and Hike scenario,
Madhya Pradesh

Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipls Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
0.2 0.02 0.02 0.04 0.04 3.22

Base 2016 0.21
Base 2017 0.21 0.21 0.01 0.02 0.04 0.04 3.88
Base 2018 0.22 0.22 0.01 0.02 0.04 0.04 4.64
Base 2019 0.23 0.24 0.01 0.02 0.04 0.04 5.52
Base 2020 0.23 0.25 0.01 0.02 0.04 0.04 6.51
Base 2021 0.24 0.27 0.01 0.02 0.04 0.05 7.64
Base 2022 0.25 0.29 0.01 0.02 0.04 0.05 8.92
Base 2023 0.26 0.31 0.01 0.02 0.04 0.05 10.36
Base 2024 0.27 0.34 0.01 0.02 0.04 0.05 11.99
Base 2025 0.27 0.36 0.01 0.02 0.04 0.05 13.81
Hike 2016 0.21 0.21 0.02 0.02 0.05 0.04 4.03
Hike 2017 0.21 0.22 0.01 0.02 0.05 0.04 524
Hike 2018 0.22 0.24 0.01 0.02 0.05 0.04 6
Hike 2019 0.23 0.25 0.01 0.02 0.05 0.04 6.88
Hike 2020 0.23 0.27 0.01 0.02 0.05 0.04 7.87
Hike 2021 0.24 0.29 0.01 0.02 0.05 0.05 9.01
Hike 2022 0.25 0.31 0.01 0.02 0.05 0.05 10.29
Hike 2023 0.26 0.33 0.01 0.02 0.05 0.05 11.73
Hike 2024 0.27 0.35 0.01 0.02 0.05 0.05 13.36
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Hike 2025 0.27 0.38 0.01 0.03 0.05 0.05 15.19

Table A12; Fiscal Profile of State Governments: Base and Hike scenario,
Maharashira

Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
0.1 0.01 0.01 0.03 0.01 1.41
Base 2016 0.09
Base 2017 0.09 0.1 0.01 0.01 0.03 0.01 1.42
Base 2018 0.09 0.1 0.01 0.01 0.03 0.01 1.44
Base 2019 0.09 0.1 0.01 0.01 0.03 0.01 1.47
Base 2020 0.09 0.1 0.01 0.01 0.03 0.01 1.51
Base 2021 0.09 0.1 0.01 0.01 0.03 0.01 1.55
Base 2022 0.09 0.1 0.01 0.01 0.03 0.01 1.61
Base 2023 0.09 0.1 0.01 0.01 0.03 0.01 1.68
Base 2024 0.09 0.1 0.01 0.01 0.03 0.01 1.76
Base 2025 0.09 0.11 0.01 0.01 0.03 0.01 1.85
Hike 2016 0.09 0.1 0.01 0.01 0.04 0.01 1.98
Hike 2017 0.09 0.11 0.01 0.01 0.04 0.01 2.42
Hike 2018 0.09 0.11 0.01 0.01 0.04 0.01 2.42
Hike 2019 0.09 0.11 0.01 0.01 0.04 0.01 2.44
Hike 2020 0.09 0.11 0.01 0.01 0.04 0.01 2.46
Hike 2021 0.09 0.11 0.01 0.01 0.04 0.01 2.49
Hike 2022 0.09 0.11 0.01 0.01 0.04 0.01 2.54
Hike 2023 0.09 0.11 0.01 0.01 0.04 0.01 2.59
Hike 2024 0.09 0.11 0.01 0.01 0.04 0.01 2.66
Hike 2025 0.09 0.11 0.01 0.01 0.04 0.01 2.74

Table A13:; Fiscal Profile of State Governments: Base and Hike scenario,
Odisha

Revenu

Scena e Revenue Interest Pensio salary CO+NL- Fiscal
fio Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.22 0.18 0.01 0.02 0.05 0.06 2.36
Base 2017 0.24 0.19 0.01 0.02 0.05 0.07 2.74
Base 2018 0.25 0.2 0.01 0.02 0.05 0.09 3.31
Base 2019 0.27 0.21 0.01 0.02 0.05 0.11 4.11
Base 2020 0.29 0.22 0.01 0.02 0.05 0.13 52
Base 2021 0.31 0.22 0.01 0.02 0.06 0.15 6.63
Base 2022 0.33 0.23 0.01 0.02 0.06 0.18 8.49
Base 2023 0.35 0.25 0.01 0.02 0.06 0.22 10.86
Base 2024 0.38 0.26 0.01 0.02 0.06 0.26 13.85
Base 2025 0.4 0.27 0.01 0.02 0.06 0.31 17.6
Hike 2016 0.22 0.19 0.01 0.02 0.06 0.06 3.43
Hike 2017 0.24 0.21 0.01 0.02 0.07 0.07 4.53
Hike 2018 0.25 0.22 0.01 0.02 0.07 0.09 5.11
Hike 2019 0.27 0.22 0.01 0.02 0.07 0.11 5.92
Hike 2020 0.29 0.23 0.01 0.02 0.07 0.13 7.02
Hike 2021 0.31 0.24 0.01 0.02 0.07 0.15 8.46
Hike 2022 0.33 0.25 0.01 0.02 0.07 0.18 10.32
Hike 2023 0.35 0.26 0.01 0.02 0.07 0.22 12.7
Hike 2024 0.38 0.28 0.01 0.02 0.07 0.26 15.7
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Hike 2025 0.4 0.29 0.01 0.02 0.07 0.31 19.46

Table A14: Fiscal Profile of State Governments: Base and Hike scenario,

Rajasthan

scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal

o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P

Base 2016 0.15 0.16 0.02 0.02 0.04 0.04 4.99
Base 2017 0.15 0.17 0.02 0.02 0.04 0.02 3.48
Base 2018 0.16 0.18 0.02 0.02 0.04 0.01 3.24
Base 2019 0.16 0.2 0.02 0.02 0.04 0 3.62
Base 2020 0.17 0.21 0.01 0.02 0.04 0 4.36
Base 2021 0.17 0.22 0.01 0.02 0.03 0 5.33
Base 2022 0.18 0.24 0.01 0.02 0.03 0 6.52
Base 2023 0.18 0.26 0.01 0.02 0.03 0 7.91
Base 2024 0.18 0.28 0.01 0.02 0.03 0 9.51
Base 2025 0.19 0.3 0.01 0.02 0.03 0 11.33
Hike 2016 0.15 0.17 0.02 0.02 0.04 0.04 5.77
Hike 2017 0.15 0.19 0.02 0.02 0.05 0.02 475
Hike 2018 0.16 0.2 0.02 0.02 0.05 0.01 4.49
Hike 2019 0.16 0.21 0.02 0.02 0.04 0 4.87
Hike 2020 0.17 0.22 0.01 0.02 0.04 0 5.6
Hike 2021 0.17 0.24 0.01 0.02 0.04 0 6.57
Hike 2022 0.18 0.25 0.01 0.02 0.04 0 7.75
Hike 2023 0.18 0.27 0.01 0.02 0.04 0 9.13
Hike 2024 0.18 0.29 0.01 0.02 0.04 0 10.72
Hike 2025 0.19 0.32 0.01 0.02 0.04 0 12.54

Table A15: Fiscal Profile of State Governments: Base and Hike scenario, Tamil

Nadu
Scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
Base 2016 0.11 0.12 0.02 0.02 0.03 0.02 3.38
Base 2017 0.11 0.13 0.02 0.01 0.03 0.02 3.75
Base 2018 0.11 0.13 0.02 0.01 0.03 0.02 414
Base 2019 0.11 0.13 0.02 0.01 0.03 0.02 4.57
Base 2020 0.11 0.14 0.02 0.01 0.03 0.02 5.02
Base 2021 0.1 0.14 0.02 0.01 0.03 0.02 5.51
Base 2022 0.1 0.15 0.02 0.01 0.03 0.02 6.02
Base 2023 0.1 0.15 0.02 0.01 0.03 0.02 6.58
Base 2024 0.1 0.16 0.02 0.01 0.03 0.02 7.16
Base 2025 0.1 0.16 0.02 0.01 0.03 0.02 7.79
Hike 2016 0.11 0.13 0.02 0.02 0.04 0.02 4.09
Hike 2017 0.11 0.14 0.02 0.02 0.04 0.02 486
Hike 2018 0.11 0.14 0.02 0.02 0.04 0.02 5.08
Hike 2019 0.11 0.15 0.02 0.02 0.04 0.02 5.35
Hike 2020 0.11 0.15 0.02 0.02 0.04 0.01 5.66
Hike 2021 0.1 0.15 0.02 0.02 0.04 0.01 6.03
Hike 2022 0.1 0.16 0.02 0.02 0.03 0.01 6.79
Hike 2023 0.1 0.16 0.02 0.02 0.03 0.01 7.21
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Hike 2024 0.1 0.17 0.02 0.02 0.03 0.01 7.68
Hike 2025 0.1 0.17 0.02 0.01 0.03 0.01 8.21

Table A16:; Fiscal Profile of State Governments: Base and Hike scenario, Uttar
Pradesh

scena Reveenu Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
Base 2016 0.21 0.19 0.02 0.02 0.03 0.06 4.68
Base 2017 0.22 0.2 0.02 0.02 0.02 0.06 421
Base 2018 0.22 0.2 0.02 0.02 0.02 0.06 3.81
Base 2019 0.23 0.21 0.02 0.02 0.02 0.06 3.48
Base 2020 0.24 0.22 0.02 0.02 0.02 0.05 3.21
Base 2021 0.25 0.23 0.02 0.02 0.02 0.05 3.01
Base 2022 0.26 0.23 0.02 0.02 0.01 0.05 2.88
Base 2023 0.26 0.24 0.01 0.02 0.01 0.05 2.81
Base 2024 0.27 0.26 0.01 0.03 0.01 0.05 2.8
Base 2025 0.28 0.27 0.01 0.03 0.01 0.04 2.87
Hike 2016 0.21 0.2 0.02 0.03 0.03 0.06 5.51
Hike 2017 0.22 0.21 0.02 0.03 0.03 0.06 5.37
Hike 2018 0.22 0.22 0.02 0.03 0.03 0.06 491
Hike 2019 0.23 0.22 0.02 0.03 0.02 0.06 4.51
Hike 2020 0.24 0.23 0.02 0.03 0.02 0.05 419
Hike 2021 0.25 0.24 0.02 0.03 0.02 0.05 3.95
Hike 2022 0.26 0.24 0.02 0.03 0.02 0.05 3.77
Hike 2023 0.26 0.25 0.01 0.03 0.02 0.05 3.67
Hike 2024 0.27 0.26 0.01 0.03 0.01 0.05 3.64
Hike 2025 0.28 0.28 0.01 0.03 0.01 0.04 3.68

Table A17: Fiscal Profile of State Governments: Base and Hike scenario,
Uttarakhand

Revenu

Sscena e Revenue Interest Pensio salary CO+NL- Fiscal
o Year receipts Exp. Paymnt. n/GSD /GSDP NDCR/GS def/GSD
/GSDP /GSDP /GSDP P DP P
Base 2016 0.13 0.14 0.02 0.02 0.05 0.02 3.43
Base 2017 0.13 0.14 0.02 0.02 0.05 0.02 3.39
Base 2018 0.13 0.14 0.02 0.02 0.05 0.02 3.37
Base 2019 0.13 0.14 0.02 0.02 0.05 0.02 3.36
Base 2020 0.14 0.15 0.02 0.02 0.05 0.02 3.38
Base 2021 0.14 0.15 0.02 0.02 0.05 0.02 3.41
Base 2022 0.14 0.16 0.02 0.02 0.04 0.02 3.46
Base 2023 0.15 0.16 0.02 0.02 0.04 0.02 3.53
Base 2024 0.15 0.17 0.02 0.03 0.04 0.02 3.63
Base 2025 0.15 0.17 0.02 0.03 0.04 0.02 3.75
Hike 2016 0.12 0.14 0.02 0.02 0.06 0.02 4.36
Hike 2017 0.13 0.15 0.02 0.02 0.06 0.02 499
Hike 2018 0.13 0.16 0.02 0.02 0.06 0.02 497
Hike 2019 0.13 0.16 0.02 0.02 0.06 0.02 496
Hike 2020 0.14 0.16 0.02 0.02 0.06 0.02 498
Hike 2021 0.14 0.17 0.02 0.03 0.06 0.02 5.01
Hike 2022 0.14 0.17 0.02 0.03 0.06 0.02 5.07
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Hike 2023 0.15 0.18 0.02 0.03 0.06 0.02 5.16
Hike 2024 0.15 0.18 0.02 0.03 0.05 0.02 5.26
Hike 2025 0.15 0.19 0.02 0.03 0.05 0.02 5.4

Figure Al: Growth rate in revenue receipts, Central government, 1995-2015
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Figure A2: Growth rate in capital receipts, Central government, 1995-2015
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Figure A3: Growth rate in interest payments, Central government, 1995-2015
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Figure A4: Growth rate in salary, Central government, 1995-2015
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Figure A5: Growth rate in pension, Central government, 1995-2015
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Figure A6: Growth rate in remaining revenue expenditure, Central

government, 1995-2015
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Figure A7: Growth rate in capital expenditure, Central government, 1995-2015
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Figure A8: Growth rate in GDP, Central government, 1995-2015
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Figure A9: Components of Expenditure, Andhra Pradesh, 1996-97 to 2015-16
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Figure A10: Components of Expenditure, Bihar, 1996-97 to 2015-16
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Figure A11: Components of Expenditure, Chhattisgarh, 2001-02 to 2015-16
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Figure A12: Components of Expenditure, Gujarat, 1996-97 to 2015-16
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Figure A13: Components of Expenditure, Haryana, 1996-97 to 2015-16
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Figure A14: Components of Expenditure, Himachal Pradesh, 19946-97 to 2015-

16
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Figure A15: Components of Expenditure, Jharkhand, 2002-03 to 2015-16
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Figure A16: Components of Expenditure, Karnataka, 1996-97 to 2015-16
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Figure A17: Components of Expenditure, Kerala, 1996-97 to 2015-16
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Figure A18: Components of Expenditure, Maharashtra, 1996-97 to 2015-16
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Figure A19: Components of Expenditure, Madhya Pradesh, 1996-97 to 2015-

16
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Figure A20: Components of Expenditure, Odisha, 1996-97 to 2015-16
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Figure A21: Components of Expenditure, Rajasthan, 1997-98 to 2015-16
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Figure A22: Components of Expenditure, Tamil Nadu, 1996-97 to 2015-16
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Figure A23: Components of Expenditure, Uttar Pradesh, 1996-97 to 2015-16
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Figure A24: Components of Expenditure, Utarakhand, 2002-03 to 2015-16
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