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Table 21: Composition of Revenue Expenditures
(As percent of GSDP)

Services 2002|2003 (2004 |2005(2006|2007 | 2008 |2009|2010(2011|2012(2013|2014
-03 | -04|-05|-06|-07|-08|-09 |-10 | -11 | -12 | -13 | -14 | -15

Total Revenue 15.0| 13.3| 13.3| 12.4| 12.3| 12.2| 13.4| 12.4| 12.5| 12.6| 13.0{ 13.7| 13.5
Expenditure
General Services 5.7| 5.5| 54| 5.0 48| 4.5| 46| 4.2| 44| 43| 43| 44| 4.5
Organs of State 0.1 0.1 0.1f 0.1 0.1f 0.1 0.1 0.1f 0.1 0.2f 0.1 0.1 0.1
Fiscal Services 0.2| 03| 03| 03| 0.2/ 01 0.1 0.1f 0.1 0.1f 0.1 0.1 0.1
Interest Payment & 2.4 25| 24| 19| 19| 19| 16| 14| 14| 14 15 15/ 1.6
Debt ser.
Administrative Services 1.0/ 09| 09| 0.8/ 0.7 0.7/ 0.8 08/ 0.7 0.8 0.8/ 0.8/ 0.7
Pensions & Misc. 20 1.8 1.8, 19( 18| 1.7/ 19| 1.8 2.0/ 19| 18| 19 19
Gen.Ser.
Grants to localbodies| 09| 0.8 09| 0.8/ 0.8 1.0/ 1.0/ 0.8 1.0/ 1.1 12| 12| 1.3
Social Services 47| 4.6| 45| 44| 43| 45| 54| 48| 5.0/ 51| 52| 55/ 5.1
General Education 23| 2.1 20 1.8 19| 1.9 21| 22| 22| 22| 22| 23| 22
Technical Education 0.1/ 0.1 0.1 0.1 0.1f 0.0/ 0.1 o0.0f 0.1 0.1f 0.1 0.1 0.1
Medical & Public Health| 0.6 0.5 0.5/ 0.4 04| 0.4| 05| 0.5| 06/ 0.5| 06| 0.6| 0.6
Family Welfare 0.1 0.1 0.1 0.1f 0.1} 0.1 0.1 0.1 0.1f 0.1f 0.1 0.1] 0.1
Water Supply & 0.1 0.1 0.1f 0.0/ 0.0f o0.0f 0.1 o0.0f 0.1f 0.0f 0.0f 0.1 0.0
Sanitation
Housing 0.0/ 0.1| o0.0f 0.1 0.2/ 0.1 0.3] 0.1f 0.1 0.1f 0.1 0.1 0.1
Public Works 0.1/ 0.0/ o0.1f 0.0/ 0.1f 0.1/ 0.1 0.0f 0.0/ 0.1f 0.1} 0.0f 0.0
Urban Development 0.1 0.1 0.1 0.1 0.2 0.2| 03| 04| 0.1f 0.1f 0.2 03| 0.2
Welfare of 0.3 03| 0.3 03| 03| 03| 03| 03 0.2 03/ 03] 03] 03
SCs/STs/OBCs
Labour & Employment 0.1/ 0.1 0.0f 0.0/ 0.0/ 0.0/ 0.1 0.0f 0.0f 0.0f 0.0/ 0.1 0.1
Social Security & 0.4| 0.4 0.4 0.5 054 07, 07/ 06| 0.6 1.0f 1.1 11| 1.0
Welfare
Nutrition 0.3] 04| 03| 03] 03| 03] 03| 03] 03| 03] 03] 03| 0.3
Relief (Natural 0.2 0.2| 0.5 0.6| 0.0/ 0.1 0.3 0.0f 0.2 0.2 0.1 0.1 0.0
Calamities)
Economic Services 3.7| 24| 25| 22| 25| 22| 24| 25 21| 21| 24| 26| 27
Agri and Allied 0.7] 0.6/ 0.6 0.5| 06/ 05| 0.6/ 0.7/ 05| 0.5/ 0.8 08/ 0.8
Rural Employ ment 0.1 0.1 0.1 0.1 0.1} 0.1 0.1 0.1 0.0f 0.1f 0.0/ 0.0/ 0.1
Other Rural 0.2 0.3 o0.1f 0.2 0.2/ 0.1 0.1 0.1f{ 0.1 O0.1f 0.1 0.1 0.1
Devel.Programmes
Irrigation, Flood and 0.3 0.3| 0.3 0.2 0.2 0.2 0.2 0.2 0. 0.1 0.1 0.1 0.1
Drainage
Power 1.2| 0.2] 05| 04| 04| 03| 03| 03] 0.2/ 03] 03| 03| 0.5
Village & Small 0.1} 0.1 o0.1f o0.1f{ 0.1} 0.1} o0.1f 0.1 0.1f 0.1f 0.1 0.1] 0.1
Industries
Inudsties 0.0/ 0.0/ o0.0f 0.0/ 0.0/ 0.0/ 0.0f 0.0f 0.1f 0.0f 0.1 0.1 0.2
Transport and 0.2 0.2 0.3 0.2 03| 0.2 0.2 0.2({ 0.1 0.1f 0.2 0.2 0.2
Communication
Civil Supplies 0.7] 0.4| 05| 05| 0.7/ 06| 0.7 08/ 0.7/ 0.8/ 0.7 0.6/ 0.6
GSDP at Current Prices |100.0{100.0|100.0{100.0|100.0{100.0{100.0|100.0{100.0| 100.0{ 100.0| 100.0{ 100.0

Source (Basic Data): State Budget Documents of Tamil Nadu (Various Years).
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Table 22: Compensation to LBs in Selective Indian States: 2012-13RE

States Rs. Crore percent of percent of percent of
Revenue Revenue Own Tax
Expenditure Receipts Revenues
Andhra Pradesh 303 0.28 0.28 0.48
Assam 4016 10.74 10.49 48.67
Bihar 4 0.01 0.01 0.03
Chhattisgarh 854 2.83 2.64 6.49
Gujarat 164 0.23 0.22 0.31
Haryana 225 0.55 0.59 0.93
Himachal Pradesh 7 0.04 0.04 0.14
Jharkhand 1 0.00 0.00 0.01
Karnataka 5011 5.97 5.90 9.37
Kerala 4165 8.06 8.63 13.14
Madhya Pradesh 4235 6.48 5.90 14.32
Maharashtra 1490 1.03 1.03 1.48
Orissa 646 1.51 1.42 4.22
Punjab 772 1.75 1.97 3.18
Rajasthan 338 0.50 0.49 1.12
Tamil Nadu 9233 9.11 9.07 12.55
Uttar Pradesh 6245 4.13 3.99 10.33
Uttarkhand 848 5.30 4.93 14.01
West Bengal 560 0.66 0.78 1.73

Source (Basic Data): Reserve Banks of India, State Finance: A Study of State Budgets (various years).

Table 23 shows the economic classification of revenue expenditures for recent
years. Salaries and wages and pension payments amounted to 41 percent of total
revenue expenditure in 2012-13. Interest payments accounted for nearly 11 percent
while subsidies for about 10 percent.

Table 23: Economic Classification of Revenue Expenditures

Items

2010-11]2011-12[2012-13

2010-11 [2011-12]2012-13

Rs. Crore As percent of Total Revenue
Expenditure

Interest Payment 7913 9418 10836 10.9 11.2 11.2
Subsidies 7739 8698 9592 10.6 10.4 9.9
Wages and Salaries 23825 26797 27597 32.7 32.0 28.4
Pension Payments 11635 12277 12494 16.0 14.6 12.9
Others 21804 26647 36548 29.9 31.8 37.7
Total Revenue 72916 83838 97067 100.0 100.0 100.0
Expenditure

Source (Basic Data): State Budget Documents of Tamil Nadu (Various Years)
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Debt Portfolio of Tamil Nadu Government

Tamil Nadu has consciously diversified its debt portfolio to spread out risk and minimize
the borrowing costs. The current debt portfolio includes: open market borrowings, loans
through financial institutions, receipts form National Small Saving Scheme, contribution ot
State Provident Fund, and loans from government of India. The composition of debt
portfolio of Tamil Nadu State Government in 2013-14 RE is shown in Table 24.

Table 24: Composition of Debt Portfolio of Tamil Nadu Government (2013-14RE)

sl. Source Rs. Crore | percent| Interest Rate
1 |Open Market Loans 96432 58.3 8.23 percent
2 |Loans from National Small Savings Fund 24177 14.6 9.08 percent
3 |Loans from Financial Institutions 6577 4.0 9.74 percent
4 |Loans from Government of India of which 11782 7.1 8.16 percent
Loans for Externally Aided Projects 6960 4.2 3.23 percent
5 |Provident Funds etc 14202 8.6 8.70 percent
(1-5) |Budgetary Borrowings 153171 92.6 8.29 percent
6 |Reserve Funds and Deposits 12288 7.4
Total Liabilities 165459 100.0 8.29 percent

Source (Basic Data): State Budget Documents of Tamil Nadu (Various Years).

It is noticed from Table 24 that external loans are the cheapest source of
borrowing followed by other loans from government of India. But these options are
limited by the overall limits of external agencies and Government of India, open market
borrowings are the next cheapest source. All other sources are either statutory liabilities
or high cost ad hoc loans. The total outstanding liabilities of the State stood around Rs.
165460 crore which was about 19.5 percent of GSDP. This is well within the norms
prescribed by the Thirteenth Finance Commission and the Tamil Nadu Fiscal
Responsibility and Budgetary Management Act, 2003.

Interstate Comparison

Tamil Nadu compares well with other major States in per capita revenue expenditure. It
ranks second in terms of the high per capita revenue expenditure, next only to
Uttarkhand (Table 25).
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Table 25: Composition of Revenue Expenditure in Major States (2012-13RE)

States Revenue Expenditure Composition of Revenue
Expenditure ( percent )
Per Capita As General Social Economic
(Rs.) percent Services Services Services
of GSDP
Andhra Pradesh 12546 14.3 31.3 41.5 27.0
Assam 12000 26.4 28.5 41.6 19.1
Bihar 6760 21.5 33.1 42.9 24.0
Chhattisgarh 11602 19.6 23.1 45.7 28.4
Gujarat 11931 10.7 35.1 41.8 22.8
Haryana 15705 11.9 29.9 39.8 29.7
Himachal Pradesh 23498 22.2 38.9 38.2 22.8
Jharkhand 8746 17.1 30.9 40.7 28.4
Karnataka 13902 16.0 25.2 39.0 29.8
Kerala 14789 14.8 41.1 36.4 14.4
Madhya Pradesh 8823 17.5 28.7 40.5 24.3
Maharashtra 12565 10.5 33.9 45.5 19.5
Orissa 9969 16.7 34.9 38.1 25.5
Punjab 14776 15.4 42.7 31.1 24.4
Rajasthan 9740 14.7 31.1 39.8 28.6
Tamil Nadu 14877 13.6 31.6 39.3 20.0
Uttar Pradesh 7326 19.7 41.1 39.1 15.6
Uttarkhand 15723 14.0 35.5 43.3 15.9
West Bengal 9401 13.8 40.9 42.5 15.9

Source (Basic Data): Reserve Banks of India, State Finance: A Study of State Budgets (various years).

Concluding Remarks
During 2002-03 to 2014-14, the share of capital expenditure in the total expenditure was
almost doubled, that is, it increased from 8.3 percent to 17.1 percent. Nearly 58 percent
of revenue expenditure was on development services in 2014-15 (38 percent on social
services and 20 percent on economic services). Over the years, the share of social
services increased due to increased outlay on urban development and social security and
welfare while the share of economic services declined mainly due to fall in the outlay on
irrigation, flood and drainage and power. Interestingly Tamil Nadu provides the highest
compensation of Local Bodies among the major Indian States. Salaries and pension
amounted to 41 percent of total revenue expenditure while interest payments and
subsidies accounted for about 11 percent and 10 percent respectively.
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Chapter 6
A NOTE ON PUBLIC SECTOR ENTERPRISES

This Chapter briefly reviews the performance of two major public sector enterprises in
Tamil Nadu, namely electricity utilities and state transport utilities. Section 6.1 reviews
the performance of the former while Section 6.2 reviews the performance of latter.

Electric Utility Sector
Tamil Nadu'’s physical performance in the electric utility sector is creditable.

e All villages in the state have been electrified, compared with the All- India figure
of 84 percent. 98 habitations in remote forest areas are to be covered by solar
power soon.

e The thermal plants plant load factors are above the national average.

e Her T&D loss of 16.95 percent in 2011-12 was well below the loss for India of
22.39 percent; The AT&C loss of 17.88 was also below the national average

e Tamil Nadu’s per capita annual electricity consumption is 1065 kWh (734 kWh for
India).

e Tamil Nadu energized 1,990,259 pump sets in March 2009 , nearly one-fifth of
pump sets in India.

e Tamil Nadu’s achievements in power generation from renewable energy sources
have been widely acclaimed.

Tamil Nadu has initiated many reform measures in the power sector. The Tamil
Nadu Electricity Board (TNEB) was restructured on November 1, 2010 into 3 companies:

TNEB Ltd, Tamil Nadu Generation and Distribution Corporation Ltd (TANGEDCO),
and Tamil Nadu Transmission Corporation Ltd (TANTRANSCO). It created Tamil
Nadu Electricity Regulatory Commission for determination of electricity tariffs.
There are many independent power producers in the State. Multi-year tariffs, and
competitive bidding for tariffs from independent power producers are followed.
The State has participated in Government of India’s rural electrification and
restructured accelerated power development programmes. It has undertaken
many demand side management programmes including adoption of increasing
block tariff for large domestic consumers, stimulus for adoption of energy
efficient lamps, replacement of energy inefficient pump sets by energy efficient
pump sets, adoption of energy conservation building codes for large projects,
and participation in Perform, Achieve and Trade scheme for large designated
consumers of Bureau of Energy Efficiency.

The major concern is the growing financial losses. The average revenue —
average cost ratio of 0 .6863 is below the ratio for India of 0.7782 in 2011-12. The
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average tariff in Tamil Nadu of Rs 352.73 was below the All -India figure of Rs 379.56.
The Planning Commission Annual Report 2011-12 on the working of State Public
Undertakings and EDs estimates the losses with subsidy at Rs.8144 crore and without
subsidy at Rs 10426.

In order to enable TANGEDCO to avail borrowings during the financial year 2012-
13, the Government of Tamil Nadu has provided Government guarantee of Rs. 10,000
crore for transition loans i.e., Rs. 5,000 crore each from Rural Electrification Corporation
Limited (REC) and Power Finance Corporation Limited (PFC). In addition, Government of
Tamil Nadu has provided guarantee of Rs. 6000 crore to Tamil Nadu Power Finance and
Infrastructure Development Corporation Limited (TNPFC) for raising funds through issue
of bonds for onward lending to TANGEDCO. In the process of implementing the Financial
Restructuring Plan, Government guarantee of Rs. 18,493.45 crore has been sanctioned to
TANGEDCO.”

State Road Transport Utility

Tamil Nadu fares well in terms of physical performance indicators such as fuel efficiency,
vehicle productivity, and low average vehicle age. However, its financial performance has
been poor. In 2011-12, all six road transport corporations incurred losses aggregating to
Rs 1291 crore.

Every effort must be made to improve operational efficiency of SRTUs. Even then
their social obligations may result in losses. There are a few options for improving the
financial sustainability of the SRTUs. They are:

e Annual revisions of bus fares

¢ Allow pass —through for increase in labour, diesel and material costs, twice a year

e Central government may reimburse 50 percent of the costs of concessions related
to rural/ remote area connectivity and subsidies for merit goods based on
nationally agreed social goals

¢ Environmental considerations justify lower price for diesel. IT based payment
mechanism be evolved

e The taxes — excise duty on motor vehicles and spare parts, motor vehicle tax, tax
on diesel etc- may be lowered in view of the social and environmental benefits of
bus transportation;

e Loans at lower interest rates may be arranged for SRTUs subject to the condition
that they improve their operational efficiency in a time bound manner.

® Total outstanding guarantees og State Government in (Rs. billion) since 2002-13 are given below:

Year 2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12

Guarantees 119.2 108.2 77.8 63.3 58.5 56.1 54.2 59.6 n.a 221.2
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Chapter 7
CONCLUSION

This study has reviewed the finances of Government of Tamil Nadu during 2002-03 to
2014-15. The analyzes of trends and compositions of various key fiscal indictors over the
years show:

1.

Tamil Nadu's record of resource mobilization is one of the best among the states
in the country. It ranks third in per capita revenue, next only to Himachal
Pradesh and Uttarkhand and it has the highest per capita own tax revenue
among the major States in the country. However, the own non-tax revenues are
fairly low.

While Tamil Nadu ranks first in per capita sales tax revenue, the share of state
excise in the total own tax revenue has declined over the years due to the
abolition of vend fees and additional vend fees for malt liquor and foreign liquor
and spirits.

Another concern is the buoyancy of almost all taxes in recent years are lower
than that in 2003-04 due to down turn of the economy.

The share of central transfers in the total revenue receipts of the State declined
to 22 percent from 32 percent in early years of eighties, due to the changes in
the successive Finance Commissions recommendations and modified Gadgil
formula for allotting state plan assistance by the Centre and also due to State’s
increased own effort in resource mobilization

Tamil Nadu compares well with other States in per capita revenue expenditure.
In fact, it ranks second in per capita revenue expenditure. Nearly 58 percent of
revenue expenditure was incurred on development services. While salaries,
wages and pension amounted to 41 percent, interest payments and subsidies
together accounted or 21 percent of total revenue expenditure. Tamil Nadu ranks
first in providing the highest compensation to local bodies. As Tamil Nadu has the
largest number of Government employees, the forthcoming recommendations of
seventh pay commission may have a severe financial implication.

During 2002-03 to 2014-15, the GSDP at current prices grew at 15.3 percent per
annum while the revenue receipts and revenue expenditure grew at 16.4 percent
and 14.5 percent respectively. As a result, the revenue account showed surplus
in almost all years except in two years.
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10.

11.

12.

Interestingly, the share of capital outlay increased from 8.3 percent of total
expenditure to 17.1 percent (i.e., almost doubled).

Its fiscal deficit and outstanding liabilities relative to GSDP kept below the norms
prescribed in the FRBM Act, 2003.

The ongoing slowdown of the economy may result in low central tax buoyancy.
This in turn may affect the share of states in the central pool.

Growth of agriculture, which is highly volatile, is vital for food security in the
state and for providing livelihood for more than 50 percent of people. The state
needs to make necessary investments in this sector to ensure growth.

Manufacturing growth is also vital for generating employment opportunities. The
state needs more investments to ensuring uninterrupted power supply to
industries.

Contribution of cesses and surcharges to central government revenues increased
significantly over the years. But they are kept out of the purview of sharing with
the States under the recommendations of the Finance Commission as provided in
the 80" Amendment.
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