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PREFACE

Since 1957-58, the Economic Division of the
Ministry of Finance has been preparing an economic
classification of the Central Government budgetary
transactions to make the budget a more useful tool of
economic analysis.  In brief, this classification involves
arranging the expenditures and receipts of the Central
Government including those of railways and posts and
telecommunications by significant economic
categories distinguishing current from capital outlays,
spending for goods and services from transfers to
individuals and institutions, tax receipts from other
receipts, and from borrowing and inter-governmental
loans and grants etc.  Reclassified in this manner, the
flows into and out of the Central Government can be
related to important categories of transactions
influencing the behaviour of the other sectors of the
economy.  Since the national income type of
government account is the most prevalent form of an
economic classification, the methodology and
concepts used in this analysis are those used in the
national income accounting system.

With the advent of economic planning in the
country, annual plan outlays have been integrated with
the budgetary outlays which called for a further
analysis of budgetary outlays into functional
categories.  Such a functional classification helps in
analysing how much the Central Government is
allocating to different functions or purposes in
accordance with the priorities laid down in the Plan.
Accordingly since 1967-68, an economic-cum-
functional classification of the Central Government
transactions is being prepared.

The economic-cum-functional classification of the
Central Government Budget 2004-05 presented in
the following pages broadly conforms to the pattern
of the earlier years.  The salient features of this
analysis are summarised in Sections I and II, and the
rationale for the derivation of various items used in
this classification has been explained in the Technical
Appendix at the end.

Analysis of the Central Government Budget 2004-
05 shows that the consumption expenditure of the
Central Government composed of wages and salaries
and purchase of goods and services will increase from
Rs.95718 crore in 2003-04 (Revised Estimates) to
Rs.120701 crore in 2004-05 (Budget Estimates).  The
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Central Government’s direct gross capital formation
will increase  from  Rs.21697 crore in 2002-03
(Accounts) to  Rs.25312 crore in 2003-04 (Revised
Estimates) and further to  Rs.30089 crore in 2004-05
(Budget Estimates).  The total financial provision for
gross capital formation, both direct and indirect
(financial  assistance provided to other sectors for
capital formation) out of the Central Government
budgetary resources in 2004-05 (Budget Estimates)
will  be Rs.99222 crore  compared  with Rs.83180
crore  in 2003-04 (Revised Estimates).  The net dis-
savings of the Central Government and its
departmental undertakings (non-departmental
undertakings are treated as “rest of the economy”) are
estimated at Rs.67425 crore in 2004-05 (B.E.) against
Rs.78491 crore in 2003-04 (R.E.)

The Central Government’s development
expenditure includes both outlays on gross capital
formation and current expenditure on economic and
social services.  The plan and non-plan expenditures
in the Central Budget on economic and social services
correspond broadly to the total deveopment expen-
diture of the Central Government.  This is estimated
at Rs.180104 crore in 2004-05 (Budget Estimates) and
forms 37.8 per cent of the total expenditure budgeted
for that year.

���&&�����'
������������������������������������������������������������������������ 
Note: Due to rounding, figures may not add up to total.
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I. ECONOMIC CLASSIFICATION
A set of six accounts containing the reclassified data from

the Central Government Budget for 2004-05 is placed at the end
of this section. Some significant magnitudes emerging from this
system of accounts are:

(a) The Central Government's total expenditure;
(b) The Central Government's final outlays;
(c) Capital formation out of the budgetary resources of the

Central Government;
(d) Net capital formation and savings of the Central

Government;
(e) The various measures of deficit in the Central

Government's budgetary transactions; and
(f) Income generation by the Central Government.

(a) Total Expenditure
2. The total expenditure of the Central Government is estimated
to increase from Rs. 429691 crore in 2003-04 (Revised Estimates)
to Rs.476171 crore in 2004-05 (Budget Estimates), which is an
increase of  10.8 per cent.  The allocation of major types of
expenditure is as follows:

�������������������������������������  Central Government's Total Expenditure
!��������"#���$ (Rs. crore)

2002-03 2003-04 2004-05
������������� ������5������ ��.��

Accounts Revised Budget
1. Final outlays: 107086 121030 150789

(a) Government consumption
expenditure (vide Acct.1) 85389 95718 120701

(b) Gross capital formation
 (vide Acct. 3) 21697 25312 30089
(i) Gross fixed capital formation 20963 24540 29338
(ii) Increase in works stores 734 772 751

2. Transfer payments to the rest
of the economy 257907 273426 288333
(a) Current transfers (vide Acct.1) 228501 242847 251141
(b) Capital transfers (vide Acct.3) 29406 30579 37192

3. Financial investments and loans
to the rest of the economy
(vide Acct. 4) 33886 35235 37049

4. Total Expenditure (1+2+3) 398879 429691 476171

%e�>�+.����-9
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(b)  Final Outlays

3.  Of the total expenditure of Rs. 476171crore budgeted
for 2004-05, Rs.150789 crore or  31.7 per cent constitute final
outlays of the Central Government representing its direct
demand for goods and services for consumption and capital
formation.   In a system of national accounts, these final outlays
get linked up with the consumption expenditure and capital
formation in other sectors of the economy.  The rest of the total
expenditure amounting to Rs.325382 crore or 68.3 per cent
constitute disbursements by way of transfer payments, financial
investment and loans to the rest of the economy, and are intended
to supplement current and capital receipts of other sectors.

Consumption Expenditure

4.   Consumption   expenditure (i.e. expenditure   on   wages
and  salaries  and commodities and services for current use)
budgeted at Rs.120701 crore for 2004-05 forms 80 per cent of
the final outlays and  25.3  per cent of the total expenditure. The
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!��������"#���$  (Rs. crore)
2002-03 2003-04 2004-05

������������� ������5������ ��.��
Accounts Revised Budget

1. States and Union Territories
(vide items 3.1 (a) in Acct. 3
and 2.1 in Acct. 4) 37254 39768 46897

2. Non-departmental commercial
undertakings (vide items
1.1 and 2.3 in Acct.4)* 4686 5407 7017

3. Local authorities (vide items
3.1(b) in Acct.3 and 2.2 in Acct.4) 2950 2810 1861

4. Others (vide items 3.1(c) in Acct. 3
and 1.2 and 2.4 in Acct. 4) 10196 9883 13359

5. Financial assistance for capital
formation (1+2+3+4) 55085 57868 69133
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* This is essentially capital formation by the Central Government
but since non-departmental commercial undertakings are treated
as belonging to the rest of the economy, the outlay under this head
is taken as financial assistance for capital formation in the rest of
the economy.

Total provision for capital formation
7.  Thus, in the aggregate, the Central Government would

provide Rs. 99222 crore for gross capital formation (including
increase in work store of Rs.751 crore) out of its budgetary
resources during 2004-05 representing 20.8 per cent of its total
expenditure.   The aggregate provision for gross capital formation
for 2004-05 shows an  increase of 19.3 per cent over  the  revised
estimates for 2003-04.
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growth in consumption expenditure works out to 26.1 per cent
for 2004-05 over revised estimates for the previous year. The
growth  in consumption expenditure in 2003-04 (Revised
Estimates) over 2002-03 (Account) was 13 per cent.

Gross Capital Formation
5. The Central Government's direct gross fixed capital for-

mation  (i.e. investment in buildings,  public works, equipments
and  other  fixed  assets)  is estimated to increase by 19.6 per
cent, from Rs. 24540 crore in 2003-04 (Revised Estimates) to
Rs.29338 crore in 2004-05.  One of the components of gross capital
formation,  viz.,  changes in works stores, is budgeted to decline
by 2.7  per cent over 2003-04  (Revised Estimates).

(c)  Capital formation out of the budgetary
resources of the Central Government

Financial Assistance for Capital Formation
6.   In   addition   to  the  capital  formation  directly

undertaken,  the Central Government also provides assistance to
the rest  of  the  economy for capital formation through grants,
loans and investment in share capital.  The budgeted assistance
of Rs. 69133 crore for 2004-05  is  19.5 per cent higher  than the
Revised Estimates of 2003-04.
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���������������	���������
����������
������������	���
�������
Gross Capital Formation out of the Budgetary Resources

� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Gross capital formation by the Central
Government 21697 25312 30089

2. Financial assistance for capital formation to
the rest  of the economy 55085 57868 69133

3. Gross capital formation out of the budgetary
resources of the Central Government (1+2) 76782 83180 99222

(d)  Net Capital Formation and Net Savings
by the Government

Net Capital Formation

8. The expansionary impact of the Government’s
budgetary operations is indicated by the difference between its net
capital formation and net savings.  The net capital formation by
the Central Government (i.e. net addition to the  stock  of  fixed
assets and works stores) estimated at Rs. 27789 crore for 2004-05
has been arrived at by deducting from gross capital formation, the
provision of Rs. 2300 crore for expenditure on renewals and
replacements by the departmental commercial undertakings.  The
components of total net capital formation are as follows:-


���
��	������
������������
�������������	���
�������   Central Government’s Net Capital Formation

� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Construction works (vide item 1.1(a) in Acct. 3) 17266 19304 23169

2. Machinery and equipment (vide item 1.2(a) in
Acct. 3) 2235 3192 3869

3. Increase in works stores (vide item 2 in Acct. 3) 734 772 751

4. Net Capital formation by the Central
Government (1+2+3) 20234 23268 27789

Note : The  net  capital  formation  arrived at is without de-
ducting expenditure  on  renewals  and  replacements in
respect of administrative buildings for which no esti-
mates are available.

Net Savings

9.  The net dis-savings of the Central Government and
its departmental   undertakings  were   Rs.  83197 crore   in
2002-2003,  Rs.  78491 crore   in    2003-04 (RE )   and   are
budgeted   at   Rs. 67425 crore in  2004-05.
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���
��	������
�����
���	���
��������!�"����Central Government’s Net Savings
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Savings of Government Administration
(vide item 5.1 in Acct. 3) -85313 -79451 -68074

2. Net profits of departmental commercial
undertakings (i)+(ii) 2482 2203 2019
(i)  Transferred to Government
      Administration (vide item 7 in Acct.2) 1476 1625 1484
 (ii) Retained (vide item 8 in Acct.2) 1006 578 535

3. Depreciation provision of departmental com-
mercial undertakings(vide item 5.3 in Acct.3) 2573 2426 2414

4. Gross savings by Government (1+2(ii)+3) -81734 -76448 -65125
5. Expenditure on renewals and replacement

of departmental commercial undertakings
(vide item 1.1(b) and 1.2(b) in Acct. 3) 1463 2044 2300

6. Net savings by the Government (4-5) -83197 -78491 -67425

(e)  Income Deficit

10.  The excess of direct net capital formation over the net
savings measures the income deficit of the Central Government.
The income deficit which was Rs.103431 crore in 2002-2003
and Rs.101760 crore  in  2003-04 (RE),  improved further to Rs.
95214 in 2004-05 (BE).

���������������	��������Income Deficit
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget


���
��	������
�����
���	�
�#��������$��	��������%��
��"��&���Central Government’s Total Requirements of Finance
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Net capital formation (i.e. net investment
by the Central Government) 20234 23268 27789

2. Net savings by the Central Government -83197 -78491 -67425
3. Income deficit of the Central Government (1-2) -103431 -101760 -95214

11.  The income deficit, which measures the gap between
the Central Government’s net savings and net investments when
added, after adjusting for net capital transfers, to the deficit aris-
ing out of the Government’s net transactions in financial assets
such as investment in shares and loans, represents the Govern-
ment’s total requirements of finance and  is  given  by  the  sum
of the  balancing  items in Accounts  3  and 4.

1. Deficit on all transactions in commodities
and services and transfers (vide balancing
item in Acct. 3) 130968 129481 128807

2. Net increase in financial assets (vide
balancing item in Acct. 4) -2915 -43890 5950

3. Total requirements of finance (1+2) 128054 85591 134756

12.  The following table sets out the sources through which
the  total  financing  requirements  in the above table have been
met:
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����$�����'����
����(���"� Sources of Financing
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Net borrowings 126171 95823 121159
1.1 Market loans (net) 97589 85797 90501
1.2 External Debt (net) -11934 -11705 8077

(a) Revolving Fund - 500 400
(b) Others -11934 -12205 7677

1.3 Small savings (net) 6730 -3364 8586
1.4 State/Public Provident Funds (net) 4621 5000 4000
1.5 Special deposits of non-government

Provident Funds 8736 - -
1.6 Medium & Long term Loans - - -
1.7 Miscellaneous capital receipts (net) 12600 20959 10131
1.8 Issue of treasury bills to the

rest of the economy (net)* 7829 -863 -136
2. Draw down of  cash balance 1883 -10232 13597

2.1 Net increase in the RBI’s holdings of
Treasury Bills - - -

2.2 Withdrawal from cash balances 1883 -10232 13597
3. Total (1+2) 128054 85591 134756

* Denotes net change in the treasury bill holdings of State
Governments, banks, approved parties and the public.
Adjusting   for    this,   the   draw down of cash balance
works  out  to  Rs. 1883 crore in 2002-2003 as per the
concept used in the Budget.

(f)  Income Generation
13.  The budgetary operations of the Central Government

during 2004-05 are expected to generate a total income of Rs.81838
crore compared to Rs.73801 crore in 2003-2004 (R.E.) as
compared with Rs.69094 crore in 2002-2003 .  The details of the
total income generation by the Central Government are as follows:-

������
������
�������� Income Generation
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

1. Wages and salaries paid by Government
Administration(vide item 1.1 in Acct. 1) 38881 42703 48687

2. Net  output  of  departmental  commercial
undertakings 24458 24663 25429
(a) Wages and salaries(including wages and

salaries component of repairs and main-
tenance operations) 17737 18578 19426

(b) Interest 3129 3499 3870
(c) Profits transferred to administration and

retained plus excess of depreciation provi-
sion over renewals and replacements 3592 2585 2133

3. Wages and salaries component of Government
outlays on construction* 5755 6435 7723

4. Total (1+2+3) 69094 73801 81838

* One-third of the total expenditure on construction shown in Account 3.
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!��������������)��"����Current Account Revenue
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

Reconciliation
14.  The following statement provides a reconciliation

between the magnitudes of current revenues and current and capi-
tal expenditures as given in the Budget for 2004-05 and the
magnitudes mentioned in Accounts 1 and 3 of the present Clas-
sification.

I. Revenue as shown in the Budget 299826.1 338601.8 380342.6

II.Deduct:

1. Interest receipts from departmental

commercial undertakings 3128.7 3499.3 3870.3
2. Foreign grants transferred to capital 1868.2 2857.1 3597.9

3. Surcharge transfered to National

 Calamity Contingency Fund 719.4 1600.0 1600.0
4. Taxes transferred to Local Authorities 0.0 0.0 0.0

5. Receipts of departmental commercial

undertakings transferred to Acct. 2:
(a) Railways 42741.5 44520.4 47015.4

(b) Posts 4009.7 4353.5 4554.0

(c) Telecommunications 0.0 0.0 0.0
(d) Others 8421.4 8793.7 9502.3

6. Defence receipts (netted against

 defence expenditure) 1976.2 2078.9 2130.8
7. Loss on destruction of

withdrawn coins 2.9 3.6 3.9

8. Revenue receipts from BSNL
and write off of loans taken in

reduction  of expenditure 2773.1 5477.4 1255.0

9. Write off of loans/penal interest to
 ITI taken in reduction of expenditure 0.0 0.0 528.7

10. Receips incidental to market borrow-

 ing taken in reduction of cost of
 borrowings 7083.4 7930.0 4000.0

Total - II 72724.5 81113.9 78058.3

III.Add:

Profits of departmental commercial
undertakings transferred from Acct. 2 1476.3 1625.3 1484.3

Total - III 1476.3 1625.3 1484.3

IV. Current revenue of Government

Administration as shown in

Account I  of the Economic
Classification of the Budget

(I-II+III) 228577.9 259113.2 303768.6
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!������
�����)��"����Current Account Expenditure
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

I. Revenue expenditure  as  shown  in
the Budget 409590.7 442311.4 456722.2

II. Deduct:

1. Interest transferred to departmental
commercial undertakings 3128.7 3499.3 3870.3

2. National Calamity Contingency Fund
 matched by surcharge receipts 719.4 1600.0 1600.0

3. Taxes  transferred  to  Local
Authorities 0.0 0.0 0.0

4. Expenditure of capital nature in
the Revenue Account 33616.6 34738.0 39586.1

5. Net transfer to funds 3898.4 4153.7 4290.6
6. Current expenditure of departmental

commercial  undertakings  included
in  the  Budget:
(a) Railways 42741.5 44520.4 47015.4
(b)  Posts 5374.1 5708.0 5928.7
(c) Telecommunications 0.0 0.0 0.0
(d)  Others 6945.1 7168.4 8018.0

 7. Loss on destruction of withdrawn
coins 2.9 3.6 3.9

 8.  Loans written off 541.1 0.4 0.9
 9. Defence receipts (netted against

 defence expenditure) 1976.2 2078.9 2130.8
10. Revenue receipts from BSNL taken in

reduction of expenditure and write
off loans netted against receipts 2773.1 5477.4 1255.0

11. Bonds issued to Oil Companies in
Settlement of their claims under
Administrered Price Machenism . 0.0 348.6 0.0

12. Securties issued to RBI towards
exchange loss on RBI 374.2 0.0 208.0

13. Securities issued to UTI 1511.0 3500.0 0.0
14. Receips incidental to market borrowing

taken in reduction of cost of borrowing 7083.4 7930.0 4000.0
15. Write off of loans/penal interest to ITI

taken in reduction of expenditure 0.0 0.0 528.7

Total - II 110685.7 120726.7 118436.4

III.Add:
1. Defence capital outlay 14952.9 16906.3 33482.9
2. Expenditure of revenue nature in the

capital account 32.5 73.6 73.4
Total - III 14985.4 16979.9 33556.3

IV. Current expenditure of Government
Administration as shown in Account I
of the Economic Classification of the
Budget (I-II+III) 313890.4 338564.6 371842.1

I. �
���"����J����A�����
����������'��

II. + , � � 
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������Capital Account Expenditure
� � � � � � � � 	 
 � (Rs. crore)

2002-03 2003-04 2004-05
������� ��	
��� �
�

Accounts Revised Budget

I. Capital expenditure outside the revenue
 account as shown in the Budget 30497.1 37488.1 60718.2

II. Deduct:

1. Defence capital outlay taken to

Account I 14952.9 16906.3 33482.9

2. Financial investment in shares
taken to Account 4 2155.1 4052.3 5325.3

3. Subscription to International Financial

Organisations taken to Account 4 1128.3 1319.2 9.1
4. Net purchase of gold and silver taken

to Account 4 0.3 0.2 0.2

5. Items of revenue nature taken to
Accounts 1 and 2 32.5 73.6 73.4

6. Investment in nationalised banks

matched by special securities -385.9 -50.0 0.0
Total - II 17883.2 22301.6 38890.9

III.Add:

1. Capital expenditure financed out

of Railways’, Posts’ and

Telecommunications’ own funds 4927.3 6016.1 5921.2
2. Capital expenditure financed out

of other funds -55.0 -50.0 -55.0

3. Capital expenditure brought over
from revenue account 33616.6 34738.0 39586.1

4. Recoveries taken to Account 3 as

Receipts 0.0 0.5 0.5
Total - III 38488.9 40704.6 45452.8

IV.Capital expenditure as shown in
Account 3 of the Economic Classi-

fication of the Budget (I-II+III) 51102.8 55891.1 67280.1
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Account 1: Transactions in commodities and services and transfers: Current Account of Government Administration
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$� ������	�����

%� ������	������	�����
 �����

&� '���(

1. Consumption expenditure 85389.1 95717.8 120700.8
1.1 Wages and Salaries 38881.3 42703.2 48686.8
1.2 Commodities and

Services 46507.8 53014.6 72014.0

2. Transfer Payments 228501.3 242846.8 251141.3

2.1 Interest 114802.6 121189.0 125773.9
2.2 Grants: 53359.5 60120.9 64043.4

(a) To States and
Union Territories 27616.5 30789.1 37918.6

(b) To Local Authorities 160.0 187.2 207.1

(c) To others 25583.0 29144.6 25917.7

2.3 Other current transfers: 60339.2 61536.9 61324.0
(a) Subsidies 44099.6 46935.8 46331.5
(b) Pensions 12027.8 12881.8 13202.6
(c) Others 4211.8 1719.3 1789.9

3. Total Expenditure 313890.4 338564.6 371842.1

4. Saving on Current
Account -85312.5 -79451.4 -68073.5

5. Total 228577.9 259113.2 303768.6

)� �����*	
��	����+�������

,� 
�-����.�	�����
/0�-��*	
��	�����
0�� $�1�'��	��$&$���

2"3���	4���
�(
$�
	+�1

0�� '5�	$�1�'��
��$&$���	2"3���
4���	$���	'��
+�1��/

0�) �����������$���-	65��
�������������	��������
����������
����	+�1

0�7 ���������	"#�$8
���
��� ������	
�	���

����	�����	��
� �	�(�	��

0�9 �(�

1� �����
�	�����	��
���
�!�
����+�������

2� '���(

6. Tax Receipts 159424.6 187538.3 233906.0

7. Income from Property
and enterprises 59708.7 59524.5 56418.5
7.1 Profits transferred

by departmental
commercial
undertakings 1476.3 1625.3 1484.3

7.2 Dividends paid by
non-departmental
commercial
undertakings 10183.4 10842.2 12979.2

7.3 Profits of the RBI & Other
Financial Institutions 11047.0 11239.6 5896.6

7.4 Interest Receipts: 34493.1 32499.9 33080.1
(a) From States and

Union Territories 22516.0 20937.8 25982.5
(b) From others 11977.1 11562.1 7097.6

7.5 Others 2508.9 3317.5 2978.3

8. Fees and Miscel-
laneous Receipts 9444.6 12050.4 13444.1

9. Total 228577.9 259113.2 303768.6
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Account 2 : Transactions in commodities and services and transfers: Current Account of Departmental Commercial Undertakings
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2� '���(

1. Wages and Salaries 13015.6 13653.3 14261.4

2. Pension Payments 6720.8 7231.8 7629.1

3. Commodities and Services 23461.1 25114.8 27583.3

4. Repairs and Maintenance 9442.4 9850.1 10328.3

5. Interest 3128.7 3499.3 3870.3

6. Provision for depreciation 2572.9 2426.1 2413.8

7. Profits transferred to the current
account of Government
(Administration) 1476.3 1625.3 1484.3

8. Retained profits of
Departmental commercial
undertakings 1005.8 577.8 534.8

9. Total 60823.6 63978.5 68105.3

10. Gross Sale Proceeds 60688.3 63763.8 67851.2

(a) Railways 42741.5 44520.4 47015.4

(b) Manufacturing Activity
of Railways workshops
and production units 5515.7 6096.2 6779.5

(c) Posts 4009.7 4353.5 4554.0

(d) Others 8421.4 8793.7 9502.3

11. Interest Receipts 135.3 214.7 254.1

12. Total 60823.6 63978.5 68105.3
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Account 3 : Transactions in commodities and services and transfers: Capital Account of Government Administration and Departmental Commercial Undertakings
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1. Gross Fixed Capital
Formation 20963.4 24539.9 29337.6
1.1 Buildings and other

construction 18331.8 20870.0 24852.5
(a) New outlay 17265.9 19304.3 23168.5
(b) Renewals and

replacements 1065.9 1565.7 1684.0
1.2 Machinery and

equipment 2631.6 3669.9 4485.1
(a) New outlay 2234.6 3191.7 3869.1
(b) Renewals and

replacements 397.0 478.2 616.0
2. Increase in works

stores 733.8 772.1 751.0
3. Capital transfers 29405.6 30579.1 37191.5

3.1 Grants for capital
 formation: 27241.8 28099.0 34468.3
(a) To States and Union

Territories 15550.3 16716.8 19599.7
(b) To local authorities 1600.0 1580.0 1580.0

(c) To others 10091.5 9802.2 13288.6
3.2 Gratuities and commuted

value of pensions 2163.3 2479.4 2722.2
3.3 Other Capital Transfers 0.5 0.7 1.0

4. Total 51102.8 55891.1 67280.1

5. Gross Savings -81733.8 -76447.5 -65124.9
5.1 Savings on

current account
(Administration) -85312.5 -79451.4 -68073.5

5.2 Retained profits
of departmental
 commercial
undertakings 1005.8 577.8 534.8

5.3 Depreciation
 provision 2572.9 2426.1 2413.8

6. Capital Transfers 1868.2 2857.6 3598.4

7. Balance: Deficit
on all transactions
in commodities
and services
and transfers 130968.4 129481.0 128806.6

8. Total 51102.8 55891.1 67280.1
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Account 4 : Changes in Financial Assets: Capital Account of Government Administration and Departmental Commercial Undertakings
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1. Investments in shares 2155.1 4052.3 5325.3
1.1 Of Government concerns 2153.5 4050.2 5323.3

(a) Financial concerns -1359.9 706.2 455.6
(b) Others 3513.4 3344.0 4867.7

1.2 Of other concerns 1.6 2.1 2.0
2. Loans for capital

formation 25687.8 25716.4 29339.5
2.1 To States and Union

Territories 21703.2 23051.1 27297.0

2.2 To local authorities 1350.0 1230.0 281.0

2.3 To non-departmental
commercial
undertakings 2532.1 1356.3 1693.5
(a) Financial concerns 1546.1 1237.9 862.3
(b) Others 986.0 118.4 831.2

2.4 To others 102.5 79.0 68.0
3. Other loans 5979.6 2776.1 2278.0

3.1 To States and Union
 Territories 2428.4 120.6 59.3

3.2 To non-departmental
 commercial
 undertakings 2620.6 1866.4 1713.5

3.3 To foreign governments 806.0 581.0 424.4
3.4 To others 124.6 208.1 80.8

4. Subscription to
International Financial
Organisations 62.9 2689.8 105.8

5. Net purchase of domestic
gold and silver 0.3 0.2 0.2

6. Total 33885.7 35234.8 37048.8

7. Repayment of
loans 33649.7 64624.6 27099.0
7.1 By States and

Union Territories 26203.8 57289.0 23848.1
7.2 By others 7445.9 7335.6 3250.9

8. Disinvestment in
shares 3150.7 14500.0 4000.0

9. Balance: Net
 increase in
 Financial Assets -2914.7 -43889.8 5949.8

10. Total 33885.7 35234.8 37048.8
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Account 5 : Changes in Financial Liabilities : Capital Account of Government Administration and Departmental Commercial Undertakings
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1. Repayment of market
 loans 27411.5 47127.5 34316.0

2. Repayment of external
debt 24285.9 25294.3 6869.7

3. Balance:  Net increase
 in Financial Liabilities 126170.4 95823.4 121159.2

4. Total 177867.8 168245.2 162344.9

5. Market loans 125000.0 132924.0 124817.2

6. External debt 12352.1 13589.6 14946.2

6.1 Revolving Fund 0.0 500.0 400.0

6.2 Others 12352.1 13089.6 14546.2

7. Small Savings
(NSSF) (net) 6730.5 -3364.1 8586.3

8. State Provident Funds 4621.0 5000.0 4000.0

9. Deposits of Non-
Government Provident
Funds (net) 8736.0 0.0 0.0

10. Treasury Bills (net) 9122.5 -2815.0 -136.0

(a) Treasury Bills
(14 Days to
 364 Days) (Net) 14298.5 -2815.0 -136.0

(b) Ways and Means
Advances (Net) -5176.0 0.0 0.0

11. Miscellaneous Capital
receipts (net) 11305.7 22910.7 10131.2

12. Total 177867.8 168245.2 162344.9
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Account 6 : Cash and Capital Reconciliation Account of Government Administration and Departmental Commercial Undertakings

���������	
���
�(Rs. crore)

����� Outgoings 2002-03 2003-04 2004-05 ����� Incomings 2002-03 2003-04 2004-05

�������	����
 ������
�	���� ����� �������	����
 ������
�	���� �����
Accounts Revised Budget Accounts Revised Budget
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1. Deficit on all transac-
tions in commodities
and services and
transfers - Balancing
 item Account-3 130968.4 129481.0 128806.6

2. Net increase in financial
assets-Balancing item
 Account 4 -2914.7 -43889.8 5949.8

3. Increase in cash balance 0.0 10232.2 0.0

4. Total 128053.7 95823.4 134756.4
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�>��?

%� '���(

5. Net increase in financial
liabilities-Balancing
item Account 5 126170.4 95823.4 121159.2

6. Decrease in cash balance 1883.3 0.0 13597.2

7. Total 128053.7 95823.4 134756.4
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��������������
��������������� !�"�!���#$�%�����
�&!'�����
(")����������
�*��
�����+,�-.��/����%� ��0�/��
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123��!�4$��
��5��/)�6���,$�� ���)�����/����%��$��!�-!$���-$��!7�����
������89.�*�:����"���/���12�3

��������
�
�
�;��������		
�	���$���-<�����,$�����/=��>-�*������*��?

���,$����,���������������$��@���
� �-<����/=� *��?�����
&!',�!A����,'B�.C��
(")����������
��>-����������*������D�.�
12A��E	�	
�������F�<����12�&�����1��>-�*������GH�E��)�.I.
123

�H�����,�(���$��@������		
�	��,$����	�HJ�������F�<�&���.K
�>-��*����
��G����)�.I.���
��L4������&!',�!�12�3�� ���'�?.��
,$��&�!�=�/=��������������/����%�������!���
�&�./�.�*��,�(�
�$��@�M�,$���8��*������&�5�!��*����
�&�.��N�O���,"$��I��,-
12P��5�$��)I���!�� ,��.��������Q������*������"5�������R�����
��-<
��S���������T���S��8$U�������"<���!$���-$�����!���0V�&!'"�!
���W%�3

�E��&!����!���*���,$���$�,"$��I��,-�12PA���S��������"<���!$���-$
����������1����&!'"�!A���T���S��8$U����������!���0V�&!'"�!A
L�D����&(��X�0�N���?.'���������������1��.�A��������W%
��� ������A� �$�I!$����� "Q��Y� "$I������ "����!$� ��-���1��.�� 3�  !
&!��P�!��� � ,"������&!',�!���� �		
�	���
��>-� *������ GJ
�)�.I.�12A��E�
EH�������F�<�-/����/���12A�������.'-!���,$�
�		GZ	
���
���I���.�&!',�!��H�EH��������F�<��
��$3

II.   ECONOMIC-CUM-FUNCTIONAL
CLASSIFICATION

15. Based on the data in the Budget for 2004-2005, a cross
classification of the Central Government expenditure by both
economic and functional categories has been given in the three
statements at the end of this section.  The following paragraphs
provide a brief summary of the findings of the functional classi-
fication.

Total Expenditure
16. Of the total expenditure budgeted for 2004-05 the pro-

vision for social and economic services which covers broadly
the total developmental outlays of the Central Government is
estimated at Rs.180104 crore or 37.8 per cent of the total ex-
penditure.

17. The  expenditure  on  general   services   is   estimated
at  Rs. 110579 crore for 2004-05 i.e. 23.2 per cent of the total
expenditure.  Under the scheme of functional classification
adopted in this brochure, “general services” include, besides
defence and civil expenditure, such items as capital outlays on
administrative buildings and non-plan grants and loans for natu-
ral calamities to States and Union Territories.

18. The unallocable items include statutory grants-in-aid
to States, non-plan grants to Union Territories, food and other
consumer subsidies, interest on public debt, pensions and aid to
foreign countries.  These unallocable expenditures, accounting
for 39 per cent of the total expenditure in 2004-05 are estimated
at Rs.185487 crore as compared to the revised estimate of
Rs.175871 crore for 2003-04.

������������� Total Expenditure
���������	
���
�(Rs. Crore)

2002-03 2003-04 2004-05
������������� ��
���������� �����
Accounts Revised Budget

�� ��,���������������$��<� 1. Social and Economic Services 150963 161555 180104
�� ��,�(���$��<� 2. General Services 80392 92264 110579

[\]����8� i)   Defence 55568 60206 76900
[\\]���8���$��0V�L�.�*�� ii)  Consumption expenditure other

      than defence 17827 21342 24319
[\\\]��L�.Z�0V�*�� iii) Non-consumption expenditure 6997 10717 9361

G� &!����!���*�� 3. Unallocable 167524 175871 185487

� ��������
�
��(1+2+3) 4. Total Expenditure (1+2+3) 398879 429691 476171

���������
��
������
�
�
�J����		
��	���
�������,$��L�.��������*����
��-<����*��?

������/=�12�X�,$���8���$��@���
��-<�H;J		�������F�<A�&(�
��,�(�� �$��@�� �
� �-<� �
G�J� ������ F�<���� ��,����� .��
�������$��@���
��-<��J
E��������F�<����*��?���I��,-�12�3
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�����,$���"L�<�/<��L�.�������
*��A��		GZ	
��
���I���.�&!',�!�������		�Z	G��
���?.���
*��������,��������M-$�%������/���12�3

Consumption Expenditure
19. The 2004-05 budget provision of consumption expendi-

ture includes Rs.76900 crore for defence, Rs.24319 crore for
other general services and Rs.19482 crore for social and eco-
nomic services.  The table below gives a breakdown of the con-
sumption expenditure budgeted for 2004-05, the  revised
estimates  for 2003-04 and actuals for 2002-03.

��	�
�����
������������  Consumption Expenditure
���������	
���
�(Rs. Crore)

2002-03 2003-04 2004-05
������������� ��
���������� �����
Accounts Revised Budget

�� ��,�(���$��@�����*�� 1. Expenditure on general services 73395 81547 101219
\]���8� i)   Defence 55568 60206 76900
\\]��&(� ii)  Others 17827 21342 24319

�� ��,���������������$��@�����*�� 2. Expenditure on Social and Economic services11994 14170 19482
G� ����������������
��
������
�
��(1+2) 3. Total Consumption expenditure(1+2) 85389 95718 120701
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Transfer Payments

20.  Of  the   total   transfer  payments   estimated  at
Rs.288333 crore for 2004-05, transfers intended for social and
economic services account for 34.3 per cent, interest payments
for 43.6  per cent and statutory and non-developmental grants to
States and Union Territories for another 6  per cent.  The table
below gives the details of this functional breakdown.

���
�������������������� Transfer Payments
���������	
���
�(Rs. Crore)

2002-03 2003-04 2004-05
������������� ��
���������� �����
Accounts Revised Budget

I. ��,���������������$��@���
��-< I. Transfer for social and economic services 89529 94016 98842

[4�-Q������Q��/.] (current and capital)

���,$���$ of which:

�� ��S���������T���S���������	����!+^�-�L. 1.  Grants to States and Union

�
��-<�&!'"�! Territories for:

\] �
����������!�/.�&!'"�! i) Block Plan Grants �JGE� ��;�� �;GG


\\] _���.�/)�,�%��-�Q�.�����!�<� ii) Accelerated Rural Water Supply Programme 1325 1485 1080

\\\] ��������`��%�����a, iii) Family Welfare Programme 3186 2950 3322

�� �������1��.� 2.  Subsidy:

\] �!���.������!�������%!������ i) Assistance for export promotion and market

���!�@���
��-<��1��.� development schemes 628 932 902

\\] X�������������������1��.� ii) Fertilizer subsidy 7790 8140 8616

\\\] &(� iii) Others 11506 12664 11014

II. &(��&(.�% II. Other Transfers 168378 179410 189491

�� 4�-Q 1) Current: 164614 175350 185188

\] �������&"���/��� i) Interest payments 114803 121189 125774

\\] ��S���������T���S��8$U����� ii) Statutory and non-developmental grants

��������������/5��������_,� to States and Union Territories 11449 13324 17324

��&!'"�!

\\\] L�D���������������1��.� iii) Food subsidy 24176 25200 25800

\b] &(� iv) Others 14187 15637 16289

�� ��Q�� 2) Capital 3764 4060 4303

III.�����!���
��	���(I+II) III. Total Transfers (I+II) 257907 273426 288333

�������
����
��������"�������#
���������$�����

���� 
������[��&�]� ,$�� JJ���������� F�<��
� ��Q��� �!,��%
�������&!',�!��-/�����/����12��������
�������[���&�]��,$�
EG�E	� ������ F�<���� 
��
�
���� ,$�� H;HE�� ������ F�<� ��
&!',�!�-/����/������3�!�4$�"��/=����%��,$�A��
������[��&�]�,$�
��Q����!,��%��
��-<����/=�*��?��������?.c.�����������������!
.����1-$��
�"���������������!��"L����/���12�3

Capital formation out of the Budgetary Resources

21.  Capital formation   is  estimated  at  Rs.99222 crore  for
2004-05  (BE) compared to Rs.83180 crore in 2003-04 (RE)
and Rs.76782 crore in 2002-03.  The following table indicates a
detailed functional allocation of the provision for capital for-
mation for 2004-05 (BE) and the allocation in the two preced-
ing years.
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	���������������������������������������� Provision for Capital Formation
���������	
���
�(Rs. Crore)

2002-03 2003-04 2004-05
������������� ��
���������� �����
Accounts Revised Budget

�� ��-��?�����Q����!,��% 1. Gross Fixed Capital formation 20963 24540 29338
\] ��,������$��<� i)  Social Services 744 930 1048
\\] �������$��<� ii)  Economic Services 17437 19865 23775

�]�d�� a)  Agriculture 237 246 252
L]XD�/ b)  Industry 1389 1516 2103
/] ����1!������4�� c)  Transport and Communications 14633 16450 18086
T] &(� d)  Others 1178 1654 3334

\\\]��,�(���$��<�����&!����!���,"$� iii) General Services and unallocable items 2783 3745 4515
�� �!,��%������0�������,$������.�! 2. Changes in works stores 734 772 751
G� ��R����1��.� 3. Financial Assistance 55085 57868 69133

�] ��S���������T���S��8$U��������R�� A. Financial assistance to States and
�1��.� Union Territories 37254 39768 46897

\] ��,���������������$��<�  i) Social and Economic Services 37147 39613 46711
\\] ��,�(���$��<�����&!����!���,"��  ii) General Services and unallocable items 107 155 186

L] /5����0�/���X�a,������&(������e��� B. Financial assistance to non-departmental
�����R����1��.� undertakings and other parties 17831 18100 22236

\] ��,������$��<� i) Social Services 8525 8481 8713
\\] �������$��<� ii) Economic Services 7599 7999 11885

�]��d�� a)  Agriculture 975 929 1178
L]�XD�/ b)  Industry 3740 4265 5383
/]������1!������4�� c)  Transport and Communications 3354 2663 3153
T]��&(� d)  Others -471 143 2171

\\\] ��,�(���$��<�����&!����!���,"$� iii) General Services and unallocable items 1707 1620 1638

� ��#
���������$���������������%���������
��������(1+2+3) 4. Total Provision for Capital formation (1+2+3) 76782 83180 99222

����� �������������������������!��"��  Surplus of the Central Government
���������	
���
�(Rs. Crore)

2002-03 2003-04 2004-05
������������� ��
���������� �����
Accounts Revised Budget

�� ��������)I��!�����>-�4�-Q����?� 1. Total current revenues of Government
Administration 228578 259113 303769

�� �������0V�L�.�*�����,�(���$��<� 2. Non-Developmental Consumption
Expenditure-General Services 73395 81547 101219

G� �������0V�4�-Q�&(.�% 3. Non-Developmental Current Transfers 164614 175350 185188
\]���,�(���$��<� i) General Services 2012 2531 2829
\\] &!����!�� ii) Unallocable 162602 172818 182359


� ��������)I��!����&��I$��[����G] 4. Surplus of the Government
Administration (1-2-3) -9432 2216 17362

�� ��0�/���X�a,��������-��4. 5. Gross Savings of the Departmental
Undertakings 3579 3004 2949

�� ����������������&��(4+5) 6. Total Surplus (4+5) -5853 5220 20311

����������� ����� ����'�� (���
��� ����� ����%� )�������� *����#� 	������� ����
���������&�
���� ������ �$� �0V� 4�-Q� *��� �
� ,'���-$� 4�-Q� ���?�� ��

&��I$���������
��������������4�-Q������Q��/.�"�!����)�����

L4�������R�*��?�����!$��
��-<�4�-Q����?���$���<���!$���-$�&�I
������4����1�.��123�&!',�!�12A�
���������������,$�� ��&��I$����
��,���	G���������F�<�1�/������� ����.'-!��,$��
����������������
����		��	G��
�&��I$�������,�a,IC�����	�������F�<���
[Z]�E�G�������F�<���3��!�4$�������%��,$�����������"���/���12�3

Surplus of current revenues available for financing
development
22.  The surplus of current revenues over the current non-

developmental expenditure measures the contribution of current
revenues towards financing the Government’s developmental
expenditure, both current and capital.  This surplus is estimated
at Rs. 20311 crore for 2004-05(BE) and  compared with the
estimated surplus of Rs. 5220 crore for 2003-04 (RE) and
Rs. (-)5853 crores for 2002-03.  The table below sets forth the
details.



���������������	�����
�����
�����������������	���:
ECONOMIC-CUM-FUNCTIONAL CLASSIFICATION :

�����������	��
��� ������
����������� ���������������������������������������
Functional General Services Social and Economic Services

�������� ������������� ��
�� ��������
� ��
�� ����������
����

� ������ ������ ������������� ����� ���������� ��
��!�
�
�������� ���� �������� �������� ������� �������� ������"
��� ��
��#

Services �������� ������� Medical Other ���$��%� Transport Other Block ���&
�����
other than Defence Educa- & Public Social Agri- "'���(� & Commu- Economic Grants Unallo- ����)

���������� Economic Defence Services tion Health Services culture Industry nication Services & Loans cable Total

1 2 3 4 5 6 7 8 9 10 11 12 13 14

1. Consumption Expenditure
2. Transfer Payments

(i) Interest
(ii) Grants

(a) To States and Union Territories
(b) To Local Authorities
(c) To Others

(iii) Other Current Transfers
(a) Subsidies
(b) Debt Relief
(c) Pensions
(d) Others

3. Gross Capital Formation
(i) Gross Fixed Capital Formation
(ii) Stocks

4. Capital Transfers
(i) Grants for Capital Formation

(a) To States and Union Territories
(b) To Non-departmental commercial

undertakings
(c) To Local Authorities
(d) To Others

(ii) Other Capital Transfers
5. Investment in Shares

(i) Of Government Companies
(a) Financial Concerns
(b) Others

(ii) Of Other Concerns
6. Loans for Capital Formation

(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(a) Financial Concerns
(b) Others

(iii) To Local Authorities
(iv) To Others

7. Other loans
(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(iii) To Foreign Governments
(iv) To Local Authorities
(v) To Others

8. Subscription to International
Financial Organisations

9. Net Purchase of Gold and Silver
Total

�� �������������������
�
�
�� �����	�������
�����
���

*+, 	�����
*++, ��
��!�
�

*���, ������-����������.�����������/��-������
*0�, ����
��������
��������-������
*(�, ��
��������

*+++, ��
������ �1���
���2�
*���, ��������������������
*0�, /�32�������
*(�, ��-��
�-
*.�, ��
��

�� ����� ����!�"��������
�����
*+, ����� ���4�������1��������
�����2�
*++, ���5��

#� ��!�"���������	��
*+, ��1��������
�����2��������� �����
��!�
�

*���, ������-����������.�����������/��-������
*0�, (���#�������(�����������2��4������

"��6�����-������
*(�, ����
������7����
�����2��-������
*.�, ��
��������

*++, ��
�����1��������
���2�
$� %�&
�	�'�
�'�������&%�

*+, �������������������
����-�����
*���, ����8������7�����%9�
�
*0�, ��
��

*++, ��
���7�����%9�
��-������
(� ��!�"��������
���������&��� �)�*���	

*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*���, ����8������7�����%9�
�
*0�, ��
��

*+++, ����
������7����
�����2�������
*+:, ��
��������

+� ���
��*���	
*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*+++, ����!���������������-������
*+:, ����
������7����
�����2�������
*:, ��
��������

,� �����	��-./��
������0���
�������1���'
����&�����2�����

3� ���&��&�����	�4������������������� ����	���
"��&5

���������	
����Rs. crore)

18 19

17827.3 55567.9 4528.0 898.4 1067.1 796.1 1935.4 275.3 2493.6 - - 85389.1
2012.2 - 4673.1 5420.4 11602.1 13961.0 10217.8 2448.1 5980.8 9690.8 162495.0 228501.3

- - - - - - - - - - 114802.6 114802.6
1079.4 - 4620.7 5418.4 11310.9 2516.3 3900.0 1005.5 2368.5 9690.8 11449.0 53359.5

891.6 - 140.0 3479.0 1324.5 - 5.3 535.4 100.9 9690.8 11449.0 27616.5
8.7 - 13.4 0.4 132.7 3.0 1.2 0.6 - - - 160.0

179.1 - 4467.3 1939.0 9853.7 2513.3 3893.5 469.5 2267.6 - - 25583.0
932.8 - 52.4 2.0 291.2 11444.7 6317.8 1442.6 3612.3 - 36243.4 60339.2

3.7 - - - 16.3 11444.1 6311.6 1442.6 705.3 24176.0 44099.6
- - - - - - - - - - - -
- - - - - - - - - - 12027.8 12027.8

929.1 - 52.4 2.0 274.9 0.6 6.2 - 2907.0 - 39.6 4211.8
2747.2 - 29.7 84.0 616.0 236.6 2023.1 14783.8 1176.8 - - 21697.2
2782.6 - 29.7 97.5 616.8 236.5 1389.3 14632.8 1178.2 - - 20963.4

-35.4 - - -13.5 -0.8 0.1 633.8 151.0 -1.4 - - 733.8
1707.0 - 189.6 2.1 10099.3 1858.9 437.6 3235.5 21.0 9690.8 2163.8 29405.6
1707.0 - 189.6 2.1 10099.3 1858.9 437.6 3235.5 21.0 9690.8 - 27241.8

107.0 - 189.6 2.1 3693.5 1035.7 76.8 735.5 19.3 9690.8 - 15550.3

- - - - - - - - - - - -
1600.0 - - - - - - - - - - 1600.0

- - - - 6405.8 823.2 360.8 2500.0 1.7 - - 10091.5
- - - - - - - - - - 2163.8 2163.8

96.8 - - 4.0 536.5 34.5 2863.7 110.8 -1491.2 - - 2155.1
96.8 - - 4.0 535.9 33.9 2863.6 110.8 -1491.5 - - 2153.5

- - - - 177.6 1.4 2.6 - -1541.5 - - -1359.9
96.8 - - 4.0 358.3 32.5 2861.0 110.8 50.0 - - 3513.4

- - - - 0.6 0.6 0.1 - 0.3 - - 1.6
10.5 - - - 1579.0 227.3 516.2 825.9 1078.9 21450.0 - 25687.8

- - - - - 109.7 0.4 82.5 60.6 21450.0 - 21703.2

- - - - 229.0 28.0 513.4 743.4 1018.3 - - 2532.1
- - - - - 27.0 484.0 16.8 1018.3 - - 1546.1
- - - - 229.0 1.0 29.4 726.6 - - - 986.0
- - - - 1350.0 - - - - - - 1350.0

10.5 - - - - 89.6 2.4 - - - - 102.5
359.9 - - - 113.5 2.6 2252.3 330.0 56.6 - 2864.7 5979.6
359.9 - - - 8.0 1.8 - - - - 2058.7 2428.4

- - - - - - 2251.9 330.0 38.7 - - 2620.6
- - - - - - - - - - 806.0 806.0
- - - - - - - - - - - -
- - - - 105.5 0.8 0.4 - 17.9 - - 124.6

62.9 - - - - - - - - - - 62.9
0.3 - - - - - - - - - - 0.3

24824.1 55567.9 9420.4 6408.9 25613.5 17117.0 20246.1 22009.4 9316.5 40831.6 167523.5 398878.9

�66�76��8�������������9
2002-03 (ACTUAL)



���������������	�����
�����
�����������������	���:
ECONOMIC-CUM-FUNCTIONAL CLASSIFICATION :

�����������	��
��� ������
����������� ���������������������������������������
Functional General Services Social and Economic Services

�������� ������������� ��
�� ��������
� ��
�� ����������
����

� ������ ������ ������������� ����� ���������� ��
��!�
�
�������� ���� �������� �������� ������� �������� ������"
��� ��
��#

Services �������� ������� Medical Other ���$��%� Transport Other Block ���&
�����
other than Defence Educa- & Public Social Agri- "'���(� & Commu- Economic Grants Unallo- ����)

���������� Economic Defence Services tion Health Services culture Industry nication Services & Loans cable Total

1 2 3 4 5 6 7 8 9 10 11 12 13 14

1. Consumption Expenditure
2. Transfer Payments

(i) Interest
(ii) Grants

(a) To States and Union Territories
(b) To Local Authorities
(c) To Others

(iii) Other Current Transfers
(a) Subsidies
(b) Debt Relief
(c) Pensions
(d) Others

3. Gross Capital Formation
(i) Gross Fixed Capital Formation
(ii) Stocks

4. Capital Transfers
(i) Grants for Capital Formation

(a) To States and Union Territories
(b) To Non-departmental commercial

undertakings
(c) To Local Authorities
(d) To Others

(ii) Other Capital Transfers
5. Investment in Shares

(i) Of Government Companies
(a) Financial Concerns
(b) Others

(ii) Of Other Concerns
6. Loans for Capital Formation

(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(a) Financial Concerns
(b) Others

(iii) To Local Authorities
(iv) To Others

7. Other loans
(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(iii) To Foreign Governments
(iv) To Local Authorities
(v) To Others

8. Subscription to International
Financial Organisations

9. Net Purchase of Gold and Silver
Total

�� �������������������
�
�
�� �����	�������
�����
���

*+, 	�����
*++, ��
��!�
�

*���, ������-����������.�����������/��-������
*0�, ����
��������
��������-������
*(�, ��
��������

*+++, ��
������ �1���
���2�
*���, ��������������������
*0�, /�32�������
*(�, ��-��
�-
*.�, ��
��

�� ����� ����!�"��������
�����
*+, ����� ���4�������1��������
�����2�
*++, ���5��

#� ��!�"���������	��
*+, ��1��������
�����2��������� �����
��!�
�

*���, ������-����������.�����������/��-������
*0�, (���#�������(�����������2��4������

"��6�����-������
*(�, ����
������7����
�����2��-������
*.�, ��
��������

*++, ��
�����1��������
���2�
$� %�&
�	�'�
�'�������&%�

*+, �������������������
����-�����
*���, ����8������7�����%9�
�
*0�, ��
��

*++, ��
���7�����%9�
��-������
(� ��!�"��������
���������&��� �)�*���	

*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*���, ����8������7�����%9�
�
*0�, ��
��

*+++, ����
������7����
�����2�������
*+:, ��
��������

+� ���
��*���	
*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*+++, ����!���������������-������
*+:, ����
������7����
�����2�������
*:, ��
��������

,� �����	��-./��
������0���
�������1���'
����&�����2�����

3� ���&��&�����	�4������������������� ����	���
"��&5

���������	
����Rs. crore)

20 21

21341.5 60205.9 5575.4 1017.3 1423.4 1590.0 1846.0 337.6 2380.7 - - 95717.8
2531.3 - 4856.0 5575.8 11159.6 14429.4 10267.7 2615.9 7871.8 10807.5 172731.8 242846.8

- - - - - - - - - - 121189.0 121189.0
1478.4 - 4796.2 5574.5 10750.9 2409.7 3157.0 903.3 6919.6 10807.5 13323.8 60120.9
1225.5 - 152.5 3263.0 1335.1 1.0 36.0 557.4 87.3 10807.5 13323.8 30789.1

10.5 - 16.4 0.6 152.5 4.0 0.2 1.9 1.1 - - 187.2
242.4 - 4627.3 2310.9 9263.3 2404.7 3120.8 344.0 6831.2 - - 29144.6

1052.9 - 59.8 1.3 408.7 12019.7 7110.7 1712.6 952.2 - 38219.0 61536.9
4.9 - - - 55.1 12018.7 7102.8 1712.6 841.7 - 25200.0 46935.8

- - - - - - - - - - - -
- - - - - - - - - - 12881.8 12881.8

1048.0 - 59.8 1.3 353.6 1.0 7.9 110.5 - 137.2 1719.3
3763.0 - 29.1 70.5 754.2 244.1 1996.0 16802.6 1652.5 - - 25312.0
3744.6 - 29.1 146.9 754.4 245.6 1515.7 16450.1 1653.5 - - 24539.9

18.4 - - -76.4 -0.2 -1.5 480.3 352.5 -1.0 - - 772.1
1666.5 - 147.7 17.5 10365.1 1732.8 478.9 2864.4 18.6 10807.5 2480.1 30579.1
1666.5 - 147.7 17.5 10365.1 1732.8 478.9 2864.4 18.6 10807.5 - 28099.0

86.5 - 147.7 16.8 3857.7 937.2 70.2 774.6 18.6 10807.5 - 16716.8

- - - - - - - - - - - -
1580.0 - - - - - - - - - - 1580.0

- - - 0.7 6507.4 795.6 408.7 2089.8 - - - 9802.2
- - - - - - - - - - 2480.1 2480.1

34.6 - - 1.2 671.4 37.8 2659.5 547.5 100.3 - - 4052.3
34.6 - - 1.2 670.1 37.5 2659.4 547.5 99.9 - - 4050.2

- - - - 342.9 2.5 320.9 - 39.9 - - 706.2
34.6 - - 1.2 327.2 35.0 2338.5 547.5 60.0 - - 3344.0

- - - - 1.3 0.3 0.1 - 0.4 - - 2.1
5.0 - - - 1300.0 203.6 1197.3 109.0 43.1 22790.4 68.0 25716.4

- - - - - 108.4 0.7 83.6 - 22790.4 68.0 23051.1

- - - - 70.0 22.7 1195.1 25.4 43.1 - - 1356.3
- - - - - 15.5 1168.3 11.0 43.1 - - 1237.9
- - - - 70.0 7.2 26.8 14.4 - - - 118.4
- - - - 1230.0 - - - - - - 1230.0

5.0 - - - - 72.5 1.5 - - - - 79.0
26.5 - - - 186.3 81.1 1563.5 296.0 31.7 - 591.0 2776.1
26.5 - - - 9.0 75.1 - - - - 10.0 120.6

- - - - - - 1562.9 296.0 7.5 - - 1866.4
- - - - - - - - - - 581.0 581.0
- - - - - - - - - - - -
- - - - 177.3 6.0 0.6 - 24.2 - - 208.1

2689.8 - - - - - - - - - - 2689.8
0.2 - - - - - - - - - - 0.2

32058.4 60205.9 10608.2 6682.3 25860.0 18318.8 20008.9 23573.0 12098.7 44405.4 175870.9 429690.5

�66�76#�8���%��&�����������:
����9
2003-04 (REVISED ESTIMATES)



���������������	�����
�����
�����������������	���:
ECONOMIC-CUM-FUNCTIONAL CLASSIFICATION :

�����������	��
��� ������
����������� ���������������������������������������
Functional General Services Social and Economic Services

�������� ������������� ��
�� ��������
� ��
�� ����������
����

� ������ ������ ������������� ����� ���������� ��
��!�
�
�������� ���� �������� �������� ������� �������� ������"
��� ��
��#

Services �������� ������� Medical Other ���$��%� Transport Other Block ���&
�����
other than Defence Educa- & Public Social Agri- "'���(� & Commu- Economic Grants Unallo- ����)

���������� Economic Defence Services tion Health Services culture Industry nication Services & Loans cable Total

1 2 3 4 5 6 7 8 9 10 11 12 13 14

1. Consumption Expenditure
2. Transfer Payments

(i) Interest
(ii) Grants

(a) To States and Union Territories
(b) To Local Authorities
(c) To Others

(iii) Other Current Transfers
(a) Subsidies
(b) Debt Relief
(c) Pensions
(d) Others

3. Gross Capital Formation
(i) Gross Fixed Capital Formation
(ii) Stocks

4. Capital Transfers
(i) Grants for Capital Formation

(a) To States and Union Territories
(b) To Non-departmental commercial

undertakings
(c) To Local Authorities
(d) To Others

(ii) Other Capital Transfers
5. Investment in Shares

(i) Of Government Companies
(a) Financial Concerns
(b) Others

(ii) Of Other Concerns
6. Loans for Capital Formation

(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(a) Financial Concerns
(b) Others

(iii) To Local Authorities
(iv) To Others

7. Other loans
(i) To States and Union Territories
(ii) To Non-departmental Commercial

Undertakings
(iii) To Foreign Governments
(iv) To Local Authorities
(v) To Others

8. Subscription to International
Financial Organisations

9. Net Purchase of Gold and Silver
Total

�� �������������������
�
�
�� �����	�������
�����
���

*+, 	�����
*++, ��
��!�
�

*���, ������-����������.�����������/��-������
*0�, ����
��������
��������-������
*(�, ��
��������

*+++, ��
������ �1���
���2�
*���, ��������������������
*0�, /�32�������
*(�, ��-��
�-
*.�, ��
��

�� ����� ����!�"��������
�����
*+, ����� ���4�������1��������
�����2�
*++, ���5��

#� ��!�"���������	��
*+, ��1��������
�����2��������� �����
��!�
�

*���, ������-����������.�����������/��-������
*0�, (���#�������(�����������2��4������

"��6�����-������
*(�, ����
������7����
�����2��-������
*.�, ��
��������

*++, ��
�����1��������
���2�
$� %�&
�	�'�
�'�������&%�

*+, �������������������
����-�����
*���, ����8������7�����%9�
�
*0�, ��
��

*++, ��
���7�����%9�
��-������
(� ��!�"��������
���������&��� �)�*���	

*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*���, ����8������7�����%9�
�
*0�, ��
��

*+++, ����
������7����
�����2�������
*+:, ��
��������

+� ���
��*���	
*+, ������-����������.�����������/��-������
*++, (���#�������(�����������2��4������

"��6�����-������
*+++, ����!���������������-������
*+:, ����
������7����
�����2�������
*:, ��
��������

,� �����	��-./��
������0���
�������1���'
����&�����2�����

3� ���&��&�����	�4������������������� ����	���
"��&5

���������	
����Rs. crore)

22 23

24318.7 76900.0 5985.6 1154.2 1770.0 1123.6 2033.4 341.3 7074.0 - - 120700.8
2829.0 - 5198.9 6459.5 7238.7 17621.6 8303.6 2797.9 5284.8 13166.8 182240.5 251141.3

- - - - - - - - - - 125773.9 125773.9
1638.6 - 5128.3 6458.1 6710.4 4229.3 4133.6 961.0 4292.9 13166.8 17324.4 64043.4
1087.7 - 351.2 3720.8 1418.7 25.0 79.6 587.5 156.9 13166.8 17324.4 37918.6

10.5 - 17.7 0.6 171.4 4.3 0.7 0.8 1.1 - - 207.1
540.4 - 4759.4 2736.7 5120.3 4200.0 4053.3 372.7 4134.9 - - 25917.7

1190.4 - 70.6 1.4 528.3 13392.3 4170.0 1836.9 991.9 - 39142.2 61324.0
5.0 - - - 158.1 13390.9 4157.8 1836.9 982.8 - 25800.0 46331.5

- - - - - - - - - - - -
- - - - - - - - - - 13202.6 13202.6

1185.4 - 70.6 1.4 370.2 1.4 12.2 9.1 - 139.6 1789.9
4653.6 - 30.0 118.9 847.6 249.7 2494.6 18360.1 3334.1 - - 30088.6
4514.9 - 30.0 170.2 847.8 252.1 2102.6 18085.7 3334.3 - - 29337.6

138.7 - - -51.3 -0.2 -2.4 392.0 274.4 -0.2 - - 751.0
1698.0 - 198.7 19.6 11388.2 2431.6 604.3 3167.9 1793.1 13166.9 2723.2 37191.5
1698.0 - 198.7 19.6 11388.2 2431.6 604.3 3167.9 1793.1 13166.9 - 34468.3

118.0 - 198.7 18.9 3749.9 1376.6 48.6 904.0 18.1 13166.9 - 19599.7

- - - - - - - - - - - -
1580.0 - - - - - - - - - - 1580.0

- - - 0.7 7638.3 1055.0 555.7 2263.9 1775.0 - - 13288.6
- - - - - - - - - - 2723.2 2723.2

53.5 - - 2.0 621.5 40.3 3491.1 766.5 350.4 - - 5325.3
53.5 - - 2.0 620.4 39.9 3491.0 766.5 350.0 - - 5323.3

- - - - 205.6 250.0 - - 455.6
53.5 - - 2.0 414.8 39.9 3491.0 766.5 100.0 - - 4867.7

- - - - 1.1 0.4 0.1 0.4 - - 2.0
4.6 - - - 450.5 204.8 1337.0 221.0 46.0 27007.6 68.0 29339.5

- - - - - 122.4 0.5 98.5 27007.6 68.0 27297.0

- - - - 169.5 20.5 1335.0 122.5 46.0 - - 1693.5
- - - - - 15.8 785.5 15.0 46.0 - - 862.3
- - - - 169.5 4.7 549.5 107.5 - - - 831.2
- - - - 281.0 - - - - - - 281.0

4.6 - - - - 61.9 1.5 - - - - 68.0
16.0 - - - 86.4 14.1 1061.4 642.0 2.5 - 455.6 2278.0
16.0 - - - 9.1 3.0 - - - - 31.2 59.3

- - - - - 10.0 1061.0 642.0 0.5 - - 1713.5
- - - - - - - - - - 424.4 424.4
- - - - - - - - - - - -
- - - - 77.3 1.1 0.4 - 2.0 - - 80.8

105.8 - - - - - - - - - - 105.8
0.2 - - - - - - - - - - 0.2

33679.4 76900.0 11413.2 7754.2 22402.9 21685.7 19325.4 26296.7 17884.9 53341.3 185487.3 476171.0

�66#76$�8��"�.�����:
����9
2004-05 (BUDGET ESTIMATES)
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APPENDIX
Notes on definition and derivation of items in the
Economic-cum-Functional Classification of the

Central Government Budget

A.  Economic Classification

The framework of economic classification presented in the
brochure is based on the delineation of Central Government
transactions in a set of six accounts.  The following is briefly a
description of the derivation of items in each of these accounts.

Account 1: Transactions in commodities and services and
transfers : Current Account of Government
Administration

This account is concerned, on the expenditure side, with
the Government’s consumption expenditure and current transfer
payments; on receipt side, it indicates tax receipts, income from
Government property and enterprises and fees and miscellaneous
receipts.  The surplus arising out of the excess of current revenue
over expenditure on consumption and current transfer payment
denotes the saving of the Central Government administration
and together with savings of the commercial undertakings
constitutes the saving of the Central Government available for
capital formation.

Item 1:  Consumption Expenditure :  The Government’s
consumption expenditure comprises wages and salaries paid to
employees and current expenditure incurred on purchases of
commodities  and services.  This indicates the value of the
available supplies of goods and factors drawn into the
Government’s current use, for developmental as well as non-
developmental purposes.

Item 1.1:  Wages and Salaries :  This denotes the estimates
of income generated in the form of wages and salaries paid by
the Central Government.  Besides actual payments by the civil
departments in the form of pay of officers and staff, allowances
(including dearness allowance and city compensatory allowance
but excluding travelling allowances) and honoraria, this item
includes wages and salaries of the defence personnel including
kit and clothing allowance and foodgrains provided to defence
personnel, wages and salaries component of defence capital
outlay and of ‘repairs and maintenance’ and also wage payments
to casual labour employed by administrative departments.  In
estimating the wages and salaries component of defence capital
outlay, one-third of the works expenditure is treated as wages
and salaries and two-thirds as purchase of commodities and
services.  The expenditure under ‘repairs and maintenance’ as
well as under ‘lump sum provision’ has been allocated in the
ratio of 50:50 between wages and salaries and purchase of
commodities and services since the required breakup is not
available.

Item 1.2:  Commodities and Services:  This includes expen-
ditures under the head ‘other charges’.  ‘Lump sum provisions’
in the budget have been broken down into expenditure on
commodities and services and wages and salaries in the ratio of
50:50. Contributions to the U.N. and similar payments to other
international organisations are treated as purchases of services.
Also in conformity with the accepted procedure of national
income estimation, defence capital outlay has been treated as
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current expenditure. Except for one-third of the works
expenditure which is treated as wages and salaries, the rest of
capital outlay on  defence  appears  here.

Item 2:  Transfer Payments:  These expenditures do not
involve direct demand on goods and services; they are of the
nature of mere transfers intended to add to incomes of others.
In the present analysis, a distinction has been drawn between
current transfers and capital transfers on the hypothesis that while
current transfers supplement the income accounts of recipients,
capital transfers are intended to assist capital expenditure.
Current transfers alone appear here; these comprise interest
payments, current grants to States, Union Territories, local
authorities and non-profit making institutions, subsidies, pensions
and transfer payments to others.

Item 2.1 : Interest Payments on the national debt are sometimes
treated as a deduction from the current (transfer) receipts of
Government, but these payments have been shown here on a gross
basis. Interest comprises interest on the national debt exlcuding
interest charged to departmental commercial undertakings.  Interest
charged to departmental commercial undertakings appear in Account
2, the current account of these undertakings.

Item 2.2:  Grants include statutory grants, as well as all other
non-plan and plan grants to States and Union Territories excepting
those which are intended to assist capital formation (e.g. grants
for rural works, soil conservation, forests, minor irrigation etc.).
The expenditure on rehabilitation of displaced persons routed
through State Governments and Union Territories also appears
here.  Starting with the Fourth Plan, the Central assistance to States
and Union Territories is being given in the form of block grants
and block loans; in this analysis, block grants have been allocated
between current and capital grants in the ratio of 50:50.  The sub-
item ‘grants to others’ comprises grants mainly to institutions and
these include grants to public sector institutions, like Council of
Scientific and Industrial Research, Indian Council of Agricultural
Research, and University Grants Commission.

Item 2.3: Other current transfers include subsidies, pensions-
civil and defence and other current transfers to individuals like
scholarships, stipends, prizes, famine and other relief payments.
This item also includes relief expenditure (i.e. other than that routed
through State Governments and Union Territories) incurred directly
on displaced persons.  Pension payments have been treated in the
present classification as a transfer payment.  While an alternative
treatment of pensions as deferred pay is possible, the treatment of
pensions as transfers is simpler and justifiable on the ground that
no increase in current output accrues to the economy from retired
personnel receiving pensions.

Item 6:  The distinction between transfer receipts (i.e. taxes) of
Government on current and capital account - like the distinction
between transfer payments on current and capital account - rests on
the hypothesis that Government’s current transfer receipts constitute
payments out of income, while capital receipts constitute payments
out of capital.  Based on this distinction, estate duty and gift tax were
treated as capital receipts and did not appear here until 1982-83.
However, following the recommendations made by the Advisory
Committee on collection of data for National Income and Compilation
and Analysis of National Accounts, this distinction has been done
away with starting from the fiscal year 1983-84 (Accounts).

Tax receipts shown here are net of the States’ share and taxes
transferred to local authorities.
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Taxes on income and wealth include income tax, corporation
tax, wealth tax, estate duty, gift tax, land revenue (in respect of
Union Territories) and tax on interest receipts of scheduled
commercial banks.  Taxes on commodities and transactions
include Union excise duties (excluding States’ share), customs
duties, cesses on commodities and tax on foreign travel and also
sales tax, registration fees, stamp duties etc. (in respect of Union
Territories).

Item 7:  Income from property and enterprises:  This item
includes profits of departmental and non-departmental commercial
undertakings transferred to administration as well as profits of the
Reserve Bank of India.  Interest receipts included here are mainly
from States and Union Territories and non-departmental
commercial undertakings.  Interest received from departmental
commercial undertakings is omitted since interest charged to these
undertakings is an item of expenditure in Account 2 and not
Account 1.  ‘Others’ include rental income, receipts from public
works and royalty payable by ONGC on crude oil and gas.

Item 8:  Fees and miscellaneous receipts:  These include
administrative receipts of Government departments for services
rendered for a fee not organised on a commercial basis.

Account 2: Transactions in commodities and services and
transfers : Current Account of Departmental
Commercial Undertakings

The operation of departmental commercial undertakings which
figure in the budget, are of the nature of enterpreneurial activities of
the Government. Current expenditure of these undertakings like
working expenses of productive enterprises constitute intermediate
expenditures that enter into the prices of goods and services as they
are sold to other sectors of the economy. Therefore, they are different
in character from final outlays by administrative departments.
Likewise, sale proceeds of commercial undertakings are different
from the receipts (e.g. taxes) of purely administrative departments
which have no income of their own and draw upon incomes of
other sectors to meet their expenditures.  This account, therefore,
sets out what is generally known as the profit and loss account of
departmental commercial undertakings and is different in character
from Account I.

The transactions of Government enterprises run as
independent companies or corporations  are not included in this
Account, as the economic classification presented here pertains
to the magnitudes in the Demands for Grants and the Budget.
This account is, therefore, concerned only with those commercial
undertakings which are run departmentally and include Railways,
Posts, Opium factories and Alkaloid works,  Transport Schemes,
Power Projects including Atomic Power Stations, Forests and
Delhi Milk Scheme.  However, an important major change
introduced since 1972-73  in the Classification relates to the
inclusion  of  manufacturing activity of the Railway Workshops
and production units (Chittaranjan Locomotive Works, Diesel
Locomotive Works and Integral Coach Factory).  With effect
from 1977-78, the working of the Defence Services Canteen
Stores Department has been included as its transactions now form
part of the Budget following the recommendations of the Public
Accounts Committee.  Starting from 1982-83 (Accounts), the
working of atomic energy industrial projects and from 1983-84
(Accounts), those of Civil Aviation, commercial broadcasting
service, light-houses and lightships and irrigation works are also
treated as commercial undertakings.
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It is important to note here that the list of departmental
commercial undertakings as given above does not exhaust the
activities of a commercial or semi-commercial nature, undertaken
by the Central Government.  It is technically possible to treat
activities like those of the Publication Division of the Ministry
of Information and Broadcasting, Currency Note Press and
Security Press as commercial activities of the Government.  This
has not been  done  here either because of the bulk of the sale of
their services is not on a commercial basis or because the sale is
mainly to Government Departments.

The items in this account are self-explanatory.  The expenditure
side of the operating account of departmental commercial
undertakings spells out compensation to employees (i.e. wages and
salaries), pension payments, purchases of raw materials etc. (i.e.
commodities and services), expenditure on repairs and maintenance,
interest charged to these undertakings and provision for depreciation.
With effect from 1979-80 the shortfall in the revenues of the Railways
are treated as their “deferred dividend liability” and are deducted
from the dividends payable by them to general revenues.  However,
in order to truly reflect the financial position of the Railways, their
full dividend liability has been taken into account and the shortfall
has been treated notionally as loans to Railways.  The receipt side
shows their gross sale proceeds and the interest receipts on their
outstanding balances in various funds.  A part of the surplus emerging
out of this is transferred to the current account of Government
administration (Account I) as undertakings’ contribution and the
balance appears as retained profits.

These retaind profits together with the savings of the
Government administration and depreciation provision of
departmental undertakings constitute total gross Government
savings, available for gross capital formation.

Account 3: Transactions in commodities and services and
transfers :  Capital account of Government
Administration and Departmental Commercial
Undertakings (combined)

This account is concerned with the total capital outlay
representing physical asset formation by administration and
departmental commercial undertakings and capital transfers.  A
distinction between administration and departmental commercial
undertakings in respect of capital expenditure is not very
meaningful for the reason that the entire expenditure on capital
formation is a final expenditure which is a charge on the national
product and for which Government has to find resources either
from its own savings or by drawing on private savings.

The physical asset formation by Government has been shown
in terms of gross and net asset formation (excluding the renewal
and replacement expenditure of departmental commercial
undertakings) and net increase in inventories.  A breakdown of
capital transfers has also been indicated.  The deficit on all
transactions in commodities and services and transfers is shown
as a balancing item in Account 3 and this measures the change
in Government’s net indebtedness to the rest of the economy.

Item 1.1:  Building and other construction include all
buildings for  residential, office and other purposes, road
construction, works of railways and posts, telecommunications,
power and other capital projects.

Item 1.2:  Machinery and equipment include expenditure
incurred on the purchase of various types of machinery and
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equipments including machinery obtained under foreign aid.  The
expenditure shown against ‘renewals and replacement’ refers to
expenditure financed out of the depreciation funds of the
departmental commercial undertakings.  The entire expenditure on
machinery and equipment as well as on construction by the
Government administration therefore appears as ‘new outlay’, since
no provision for depreciation of these assets is made in the budget.

 Item 2:  Increase in works stores :  The net increase or
decrease in stores needed for construction work and inventories
of departmental commercial undertakings and administrative
departments is shown under this item.  There has been a change
introduced in classifying imported fertilizers’ transactions
beginning 1977-78(Accounts) whereby the net transactions are
treated as subsidy instead of increase in stocks after deducting
arrear receipts shown under recoveries for past years which are
classified under miscellaneous capital receipts.

Item 3.1:  Grants for Capital Formation:  Capital grants to
States and Union Territories include one-half of block grants
given as Central assistance for plan schemes, as well as such
grants in the revenue budget as are intended to assist capital
formation(e.g. rural works).  Grants to others include part of
grants to institutions like Council of Scientific and Industrial
Research and Institutes of Technology, treated as intended for
purchase of equipment and for construction.

Item 3.3:  This item includes grants to foreign countries.
The rationale of treating these grants as capital rather than current
transfer is that they involve transfer of savings for economic
reconstruction and development outside the country.

Item 5 and 6:  Receipts available for capital formation
consist of gross savings on current account brought over from
Accounts 1 and 2, and receipts of foreign grants include both
cash grants and commodity grants received from other countries.
Other capital receipts include sale proceeds of evacuee property
and proceeds from sale of land.  The sale of other physical assets
has been netted against outlay on building and other construction.

Account 4: Changes in financial assets :  Capital Account
of Government Adminstration and Department
Commercial Undertakings

Account 4 is concerned with transactions in financial assets,
i.e. investment in share capital of industrial and commercial concerns
and loans and advances granted to the rest of the economy.  Loans
have been allocated between those meant for capital formation and
those for other purposes.  Investments in shares and loans for capital
formation as shown in Account 4 indicate the extent to which the
Central Government promotes capital formation in the rest of the
economy through financial assistance in addition to the capital
formation directly undertaken by it.  The balancing item of Account
4,  representing net outlay on financial investments and loans of the
Central Government together with the deficit in Account 3 represents
the total requirements of finance to be met out of net domestic and
net foreign borrowing and by the deficit financing.

Item 1:  Investments in shares of Government concerns
denote investments in the share capital of such non-departmental
commercial undertakings of the Government, in which the
Central Government ownership is more than 50 per cent.
Acquisition of shares as a result of nationalisation of banks,
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general insurance etc., is also treated as investment.  All other
concerns whether in the private, cooperative or public sector have
been treated as ‘others’.  In the case of Government concerns, a
distinction has been drawn between financial concerns and non-
financial concerns.

Item 2:  Loans for capital formation include loans given for
the creation of capital assets and comprise loans to States, local
authorities, non-departmental commercial undertakings and
others.  Only plan loans given to non-departmental commercial
undertakings have been taken as loans for capital formation.
Loans for capital formation to others include loans to private
industrial undertakings, cooperative housing societies and house-
building loans to Government employees.

Item 3:  ‘Other loans’ to State Governments and Union
Territories include ways and means advances, short-term
agricultural loans, loans for natural calamities and special loans
for meeting non-plan gaps.  Since the entire ways and means
advances to States are recovered within the same financial year,
it was decided to ignore both the disbursements and the receipts
under this head with effect from 1975-76.  Similarly, short-term
loans to State Governments for agricultural inputs have been
ignored with effect from 1985-86 (Accounts).  Medium-term
loans to States  to clear their deficits/ overdrafts with the Reserve
Bank of India are also  ignored, as these represent only transfer
of liability from the States to the Centre in the books of the
Reserve Bank.  ‘Other loans’ to non-departmental commercial
undertakings include non-plan loans given for meeting their
losses and also for the repayment of past loans.  However, from
1975-76(RE) onwards, the details of renewals of past loans in
respect of non-departmental commercial undertakings became
available and therefore, these have been excluded both from the
outgoings and the incomings.  Loans to foreign Governments
also include technical credits to countries having rupee payment
agreements.  Since a large part of technical credits are recovered
within the same financial year, these are now shown on a net
basis with effect from 1981-82(Accounts).  Loans to ‘others’
include conveyance as well as relief (e.g. cyclone) loans to
Government employees.

Item 4:  This  include subscription to IMF, IBRD, IDA and
ADB.

Item 5: This represents net purchase of gold after adjusting
for any sale of gold, as for instance repayment in gold of National
Defence Gold Bonds in 1980-81 valued at Rs.4 crores.

Item 7:  Repayments by others include loan repayments by
public undertakings.  It may be noted that short-term agricultural
loans in respect of States are supposed to be repaid in the course
of the same year but appear as items of receipts as well as of
expenditure.

Item 8: This represents the sale of shares of Central Public
Sector Undertakings.

Account 5: Changes in financial liabilities :  Capital
Accounts of Government Administration and
Departmental Commercial Undertakings

This represents the borrowing account of the Central
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Government, and is concerned with the provision of finance for
meeting the deficits emerging from Account 3 and 4.  Incomings
detail gross market borrowing, gross borrowing from abroad, net
accretions to small savings, provident funds, deposits of non-
government provident funds, medium and long term loans include
Zero Coupon Bonds and loans in conversion of maturing Treasury
Bills. Short term loans at 12(b) include 364 days Treasury Bills.

The  outgoings  on this account include repayments on account
of market borrowings (item 1) and foreign loans (item 2).  The
balance emerging from this Account represents the net increase in
financial liabilities and together with adjustment in cash balances
is equivalent to the sum of balancing items in Account 3 and 4.

Account 6: Cash  and  Capital  Reconciliation Account
of Government Administration and
Departmental Commercial Undertakings

This is the reconciliation account summing up the net
position in respect of Accounts 3, 4 and 5 and showing the effect
of all transactions of the Central Government on its cash position.
The net variation in the cash balance read with net sales of
treasury bills in Account 5 provide a conventional measure of
the Central Government’s budgetary deficit.  The derivation of
deficit financing in an economically more meaningful sense,
however, calls for further adjustments; sales of treasury bills to
parties other than the Reserve Bank of India have to be excluded
and the Reserve Bank’s support to market borrowings included
in the computation of this deficit.

B.  Functional Classification

A functional classification is designed to group the main items
of Government expenditures in terms of broad purposes to be served,
i.e. defence, administration, health, education, economic services etc.
The objective of the classification adopted in this brochure, however,
is not to introduce some refinements in the functional grouping of
Government expenditures as may be already existing in the budget
documents, but rather it is to attempt a reclassification by functions in
conjunction with an economic classification in order to increase the
significance of the magnitudes emerging from the latter.

It is also noteworthy that the scheme of functional classification
relates essentially to expenditures and does not apply to receipts.  The
total outlay of the Central Government to which it applies is made up
of the current expenditure in Account 1, capital expenditure in Account
3 and financial investments and loans and advances in Account 4 of
the Economic Classification.  These three accounts show expenditures
which can be related to specific purposes to be served by Government
policies.  The same cannot be said of  the current expenditure of
departmental commercial undertakings (as shown in Account 2 of
the Economic Classification) although capital formation by these
undertakings is included in the functional classification.

The expenditure of the Central Government has been
grouped into four main categories:

1.  General Services
2.  Social Services
3.  Economic Services
4.  Unallocable

Category 1 :  Category 1 relates to General Services and
covers both civil and defence.  These expenditures are incurred
for the provision of the basic administrative structure of the
nation; thus expenses on general administration, tax collection,
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police, currency and the mint, conduct of external relations,
defence and the non-plan provision against natural calamities
are shown under this category.  It may be noted that the
administrative expenditures concerned with the direction and
superintendence of the various social and  economic activities
appear under the relevant functional heads.  Where more than
one activity is involved (e.g. public works), an attempt has been
made to apportion, to the extent possible, the administrative
overheads to the various activities.

Category 2 : Category 2 relates to Social Services and is
concerned with the provision of basic social amenities to the
community.  Expenditures on education, medical and public health
and other social services are included here.  Education covers both
general and technical education (e.g. engineering and medical
colleges) and also basic research.  However, in-service training
and applied research have been allocated to the activities
concerned.  For instance, both atomic and industrial research appear
under Industry.  The sub-group ‘medical and public health’ also
covers family welfare programmes.  The sub-group ‘other social
services, includes housing, labour welfare and other social welfare
schemes, museums, archaeology, public libraries and also
expenditures connected with broadcasting and other publicity
media.  Expenditures provided in the budget for various
programmes of employment are also included here.  This sub-
group also covers such expenditures as the lump-sum provision
made in the budget for primary education, slum improvement,
rural water supply and rural home sites.  The expenditure on
nutrition programme for children is also shown here.  The relief
expenditure for displaced persons are included here.

Category 3 : Category 3 comprises provision for Economic
Services and includes all such expenditures as to promote, directly
or indirectly, productive activity within the economy.  Producer’s
subsidies such as for fertilisers, coal and railways, as also the
assistance for export promotion and market development are,
therefore, included here.  Further sub-division into agriculture,
industry, transport and communications and ‘other economic
services’ is done according to the type of economic activity.
Agriculture includes irrigation, animal husbandry, fisheries, forestry,
cooperation and community development.  Industry broadly covers
both large, small scale and village industries, power development,
exploitation of mineral resources and trade and export promotion.
Transport and communications include Railways, Posts, Tele-
cummunications, ports, shipping, civil aviation, roads etc. ‘Other
economic services’ is a residual category which includes items like
outlays on multipurpose projects, and States’ share in small savings.
The block grants and loans granted by the Centre to the States for
plan assistance, although shown separately, also belong to the same
category.  All these expenditures are as such  concerned with more
than one type of economic activity.

Finally, there are certain types of expenditure which cannot
be related to specific purposes and have been grouped under the
category “unallocable”.  The main types of expenditures included
here are interest payment, pensions, consumer subsidies (such
as on food, edible oils and controlled cloth) and such transfers
to the State Governments as statutory grants-in-aid, and special
loans.  While consumption subsidies have been treated as
unallocable, other subsidies such as subsidies for fertilisers,  and
exports have been allocated to the relevant functional categories.
The unallocable category also includes transfer to foreign
countries e.g. grants to Nepal and Bhutan, technical credits and
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other loans to foreign countries.  As regards contributions to
international organisations, it may be noted that while
contributions to such organisations as World Health Organisation
and Food and Agricultural Organisation of the United Nations,
appear under the respective functional heads (viz. health and
agriculture) contribution to the United Nations and also
subscription to IMF, IBRD etc., are shown under General Services.

In the cross-classification of the Central Government
expenditure by economic categories and by functions, as
presented in this brochure, columns correspond to the functional
categories and rows indicate their economic character, as derived
from the Economic Classification.  Thus reading along columns
one may find out the breakdown of each functional category
under economic heads; for instance, it would show as to how
much of the total expenidutre on education is in the form of
direct current expenditure, how much in the form of grants and
loans and how much in the form of capital formation i.e.
construction of school buildings, etc.  Similarly, reading along
rows, one may find out as to how much of the expenditure on
consumption or capital formation is for administrative services
and how much for building up social and economic potential.
The cross-classification thus shows the total expenditure of the
Central Government as broken down into consumption, gross
capital formation, current and capital transfers and financial
investments and loans and advances and as related to their broad
administrative, social and economic purposes.


