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Abstrace

Public revenie refers to the income of a
Eovernmient from various sources. In the early days
of human ctvilization, the role of government was
limited. Resource mobilization is the mast

important aspect in state finances enabling, them
10 undertake developmental activities. In fact,
extent of developmentai activities primarily
depends upon the extent of resonrce mobilization.
Fiscal health of sub-national government to a
large extent depends upon its revenue
performances. Revenue performance to a larger
extent depends upon certain ratios such as the
ratio of Own Tax Revenue to Gross State Domestic
Product (RP]), ratio of Own Non-Tax Reveniie to
Gross Stare Domestic Product (RP2) and ratio of
Current transfers from Centre to Gross State
Domestic Product (RP3). The main objective of
the study is to make the inter-state comparison on
ius revenue performance. An aggregation of these
ratios gives the overall revenue performance of
sub-national governments.

Introduction

Public revenue refers to the income of a
government from various sources. In the early

Post Graduate and Research :
ruchendur, Tamil Nadu, India.

days of human civilization, the role of goyernment
was limited. There was limited population and they
had limited needs and demand to be fulfilied. As
time passed, the population increased sustainably.
According to Dalton income of a public authority
may be defined either in a broad or in a narrow
sense. In the broad sense it includes all
‘incomings’ or ‘receipts’. In the narrow sense it
includes only those receipts which are included
in the ordinary conception of revenue.

Hence in the narrow sense it applied only to
those receipts of a recurring character, which are
termsd revenue. There are both revenue receipts
and capital receipts. Revenue receipts are derived
from taxes of different forms. Capital receipts
include primary internal market borrowing and also
comes from internal sources. The major point of
dis-tinction between the two is that while the
former has the receipts or earnmgSGﬂipreﬁple
as the source, the later has thepubhapmpettyas
the source. B & S

Source of Public Revenue:

In order to carry out different
government has to collect revenue
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sources. Some major sources of public revenue
are discussed below. The three sources of public
revenue are tax revenue, non-tax revenue and
foreign grants.

Tax Revenue: Tax is the major source of
public revenue of a government. The government
collects revenue from both direct and indirect
taxes. The major forms of tax are as follows:
Customs: It is collected at customs points located
at the border of a nation. It includes income

obtained from import and export duties imposed
by the government on goods and services. The
amount of income from customs depends upon
the volume of exports and imports. Tax on
consumption and production of goods and
Si'lh_'rces: The government Imposes various types
of direct r-{nd indirect taxes on goods and services
consumption. It includes income through exercise

" w
Income from public properties and publ

The amount of Ingome thit

government collects from the sale of its own poods

and services. Income from publie l‘.:ul'r.lllll'illl-ﬂl'l‘l
falls under this kinds, Grants and Gifts: The fund
an individual and institutions of u.
t voluntarily welfare ol
as grants and gifts,
tterment levy,

enterprises:

provided by
country to the governmen
common people is known
Other services: It includes be
escheats, etc.

Foreign Grants A government may ‘u-,cclziw
grants from foreign government and institutions
for development programs, security expenses and
to meet even regular eXpenses. It ocecupies a L’n';.n:l
percentage of shares in the regular budget of

developing nations.
Importance (Role) of public revenue

» Subsidies and grants: The governments these

duties, sales tax, VAT, contract tax etc. Land
Revenue and Registration Tax: Land revenue and
house registration are a direct tax because it cannot
be -shiﬂed to others. It is a major and regular source
ofincome ofa government. Tax on the property,
Profit and income: These types of taxes are also
direct. They are obtained from income tax, urban
house tax, land tax and tax on bank interest.

days give subsidies and grants to different
industries to enable them to increase the
production of essential goods in the country.
These subsidies and grants have the special
place in the government expenditure of
underdeveloped and backward countries. The
provisions of subsidies and grants are
possible only if the government have

sufficient revenue.

» Discourage the production of harmful goods:
The governments often impose high taxes to
discourage the production of harmful goods
such as cigarette, alcohol, opium, etc. On the
one side government collect higher revenue
by imposing higher taxes on such goods and
on the other sides, it helps to reduce the
consumption of these goods.

Non-Tax revenue: Mainly the non-tax
revenue constitutes the following: Fee, License
and Permits: Fee means the amount raised by the
0vernment for services rendered in the field of
*ducation, training, registration, etc. Likewise, the
overnment collects some amount of revenue from
e distribution of license for gun, pistol and
hicle. Fines and Penalties: A fine is a monetary
nishment imposed by the government for the
lation of law and order by its citizens. The
litional amount charged on the delay of paying >
phone bills, water fees, license renewable fees
in the fixed time are examples of such fines.

Protection of infant industries: The infant
industries are often given protection against
the foreign competition through the tariff
[rg, gﬂwmm (LemaTm_(HiL) eSS S8 smsoTsRT(H SLellsn) Qgmss) 8, s1601.4, D& GLI.~iq. 51D, 2018 ISSN2321-984%
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MEASURING THE REVENUE PERFORMANCE Or

duties in the backward and underdeveloped
countries. The objective of these duties is 10
enable the local industries to survive and grow

in the home country.

» Planned economic development: Public
revenue also renders valuable helps in the
planned economic development of the
Country. For eg; the government of India has
raised the necessary funds to implement the
five-year plans by levying various personal
and commodities taxes.

# Reducing economic inequalities: Public
revenue also plays a vital role in reducing the
economic inequalities in the capitalist country.
For eg; the government can Ic‘.;}f heavy taxes
on the richer sections and spend the income

o P‘l'ovid:'ng cheap food, cheap housing, free

mﬁf.]'ICEIf aids, etc to the poorer sections dftha

s0clety.

Taxati ilizati
mtm.n and Mobilization of Resources for
Economic Growth!

; Taxation is an important instrument for fiscal
policy which can be used for mobilizing re-sources
Fmt capital formation in the public sector. To raise
ra_tio of savings to national income and thereby

raise resources for development, it is necessary
that marginal saving rate be kept higher than the
average saving rate. By imposition of direct
progressive taxes on income and profits and higher
rates of indirect taxes such as excise duties and
safes. tax on luxury goods for which income
elasticity of demand is higher, the marginal saving
rate can be made higher than the average saving
rate. This wiil cause a continuous increase in the
saving rate of the economy.

An important merit of taxation is that it is 1ot
nly a good instrument of resource mobilization

SUI-NATIONAL GOVERNME

it also cuts down

| thereby helps
aAxes on moome,

for development but 4
consumption of goods ant
checking inflation. Whereas dlr(:f_'ll.' il
ofits and wealth reduce the disposable In 2
d thereby tend to reduce ngg.ff:g,a

indirect taxes directly

of the goods 0On

and

pr
of the people an
nd in the economy.
psumption

d by raising th

dema
discourages the co
which they are levie

The General objectives of th
_state comparison on its
ecific objectives of this st

eir prices.

¢ study are to

i revenue
make the inter g
performance. Sp
« To understand the revenue performance of

states by rankings.

e Tocompare the revenue performance of sub—

national governments.
y aim of this study is thus to

assemble and present a consistent set of time
government finances for 10 years.
1 the study is from 2005-

06 10 2014-15 in respect of all states; they together
consisted of 30 states (both special and Non-
special category states), including the Delhi.
national capital territory and Puducherry. The data
have been principally sourced finances, from
Reserve Bank of India (RBI)’s annual studies on
state which constitute the most detailed state-wise
and consistent data set available in the public
domain. The RBI tabulates these statistics from
budget documents of state governments. Though
the analysis strictly conforms to the data presented
in the state budgets and the accounting
classification. The RBI uses other supplementary
data received from the states andmePlannmg
Commission and also the data from the Bank’s
own internal records. ' G .

The primar

series on state
The time period covered i

Ratios, percentage andranks were used to
assess the revenue performance among the sub

1 Fire
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nis. The study is not free from
condary data, the data
anges. As it result
dated in this

natianal goyvermne
limitations, As it utilizes, s¢
are not adjusted for price ch
changes may not have been accomme
study.
Revenue Performance ol Sub-National

Governments

y
2l :‘;(‘?:nﬁc nmt:ilir.miqn is the most important
undertake ii;ﬁ:‘:c Bl }-‘tjtfl'iling. thenis s
EpR :‘l;rnenfal. tfr.:twm:as. In fact, extent
upon the cxwln: . _m:lwlues el G
Ui of'snh-m“'m resource mobilization. Fiscal
depsnas s R jonal government to a large extent
BRI 5 révenue p‘erl‘nrmanccs. Revenue
the fiscal h‘c\lm:"‘ifortmu feature that determines
p“'ﬂ‘l"lllan-;; & of a state government. Revenue
certain ratios s jﬂ it it .‘:”e“t depends upon
(T B uch as the ratio of Own Tax Revenue
s State Domestic Product (RP1), ratio of

fd lm

e 1o Giro
i nFL:urrcm gransfers from

je Product (RP3)
sposs State

Tax Reven

2) andd rat
Stale omest

Own None
Product (RP
Centre 10 Ciross
{ Own Tnx Revel
rmhwl(RI‘l}

nostate arises frol
taxes

Hatio ©

Domestic r
QuUrces such

Revenue of m s
us ugrlculmml inc
trades calling and
stamps and registrations foes,

prﬂpr‘:ﬂymx;
on motor spirit and lubricants,
tax, receipts urnover ax, other ré
es on vehicles, tax on goods and
d duties on electricity,

rax an
other tax and duties. The ratio
Domestic

ts Gross State
de of mobilization of

f a government
the ratio,

ome tax,

gurcharge on sales
ceipts, state

excise tax
passengers,
entertainment tax,
of own tax revenue to i
product reflects the magnitu
revenue from its OWn sources ©
fiscal soundness of government. Higher
reveal the better fiscal performance of a state.

Table 1 : Rati :
. atio of Own Tax Revenue to Gross State Domestic Product (RP1)
1
= . . e
| Special Category States :
S _|——]'—7_’_—
e SRt g‘ S S g = T L | = | ’E‘D
Bl ,é: S| B 2 = DS i,
Arunach o =1 = = ' | = == =
2 Jr\ssm:c atikrades 1.65] 19.2 2.(;’-; 2..2':; 2.'.’3 23:; 3{;3& '?:rg 3?* SIS
|3 |Himachal Pradesh 544538473 5.12] 52 [5.26]6.07 5.83 2128 40
J" IJRHIIIIH& K hs. 5.52|547/5.77| 54 |5.34 5‘54 6‘ 83 5.6148|5341
IS In"l“nipur AST 5.65|5.75 6,2 636 6.35 '6 6‘32 6‘28‘ 6.2 S N
[6 M 1.66 | 1,99 |2 ; : 96(7.52(72]63
eghalaya : 17123 [237)292]3 .
7 M 348 (3,543 . 32267133129
| Mizoram . 328 |3.18[8.31]3 0?2 Iy e e
|8 | Nagaland 185 200 oATs IR i S Tl
|9 | Sikkim 61[1.64]1.62[1.65([1.71]1.93 2'] 671221 280
f!ﬁ JTriPUru 73818011 7.9 |5.73 | 3.63 3.76 3 39 2:17 1‘9-; 200 2
|11 |Uttaranchal 3.01]3.13/3.145.26 | 3.42 3.48 4.0 Lo 22
506/6831597]544|722 5-25 5.?3 421 | 4.
: - 74 16.13 | €
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2 | Bihsr S

3 | Chhattisgarh %9 (153 14

4 :Gel. 765 | 1.82 |65

'S | Gujarst 641 |651

& Harvana £34 [8.49

T | Jharkhand 474 [4.67 L-;_.EQJ__,_

§ [ Karnataka 951_1_@;_1_%_}_&‘1._;

&  Keraha (715 [7.77. |7.8 {757, 789 1 1 :

10| Madhya Pradesh 733 |724 |74 {744 |69 [125 | 2 [ 31
(i1 [Makarsshtra |6.89 |6.86 !EM_.{E-—L = 3 162 16

2 Oricsa !533E596 5__3 1513;45] —’_+_,L____ '9
I3 [ Pumjab 827 |7.09 641 |6t 1733 1= L —— = T1s].
124 -t : » : = __.__‘.————1'—-"__-!'_-_-__.“ v 9
i< Rajasthan 695 6.19 6.31 547 |6.17 ﬁ%&% te zse Al
IS | Tamil Nadu '5.05 [8.04 |5.44 (839 [7:62 [8.17 |85 —2rrs wﬂ"&% Bl
1&  Uttar Pradesh 7643 [6.84 [6.52 |6.44 [6.47 689 7.68 SsTsT 40 465119
17 | West Bengal as1 (447 |38 [422 |42 |458 1472 _?.—1%_:?—_6_1?4--6—__?3, =
1S | NCT Delhi ==5 1749 |7.46 1645 |6.18 1652 16.13 6 J'l 5 s3 15191 41
12 | Puducherry 1575 |6.16 [6.5 |5.89 663 1114 108 [11.4 [90 (o2 1= ===
Sosrce: Estimated by us Ratio of Own Non-Tax Revenue to Gross

Domestic Product (RP2)

The ratio of Own Tax Revenue to Gross State
Deomestic Product is given in the tablel. From the
tzbie | it is clear that the Non- Special Category
States such as Gujarat (12.6), Kamataka (9.51),
Tzmil Nadu (8.49) and Puducherry (8.19) hoids the
top places by having higher ratios which shows

better performance, whereas Jharkhand (5.04),
Bihar{4.89) and West Bengal (4.65) showing poor
performance with less ratio. Also it is clear that
the Special Category States such as Jammu &
Kashmir (6.43), Uttaranchal(5.96) and Himachal
Pradesh (5.83) stands in the top three places by
naving higher ratios, whereas Manipur (2.56),
Mizoram (2.19) and Nagaland (1.85), having less
ratio which shows poor performance.

_comes from source other than taxes. ‘lt

Own non-iax revenuc is the

interest receipts, dividends and pmﬁ!s
revenue through general services, SOC
economic services and fiscal serv
tax revenue is ziso one of the Imp
of revenue to sub-national Go
‘non-tax revenue is cumpared
Domestic Product. Ratio of Ow
‘to Gross State Domestic
revenue performance i
of Own non-tax re
performance of a s
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| |Stales = = s = = = -
."M'j S|s|° _...-g [ e 761212 L8 Bt 95 10
(T Andnra Pradesh | 1.83]2.19 1.94]227 ﬁ%ﬁiﬁ%ﬁ a4l 055 18
72 |Bihar 0.6310.51/046 _U_.§1__1_-QJ_A_0.‘1§;P.:’--:-‘,,_- 51 26 3
5 | Chhattisgarh 35 2.7 252227 ;QEL%L}@% 2T s | 2
| 4 |Goa 531]5.56]533 156 5.946.73 }_&i_ﬁ%ﬂ il 543 |5
5 [Gujarat 37 174 14 |13:3 55109410891 09 =2 g0 |11
"% |Haryana ~|2.26[357336 77123131 | 158 138115 o G
[ 7 [Jnarkhand S28]2.04] 19 [ 251 3 546224233 |22 1= 3L
"8 |Karnataka 108 1.8 |1.24]1.02 352(082] 0.9 0.76] 0.7 |05 . >
| 9 [Kerala 0.68]0.61]0.69[0.77] 08 19 —Tosa| 1.2 | 14 (14 0.91 1
70 | Madhya Pradesh | 1.78 784 1.7 | 1.69] 2. >17] 24 |1.88]1.8 22| 203 |9
711 | Maharashtra T531129]2.47] 1.3 |0.98]0.78 0.6910.75]0.8 10.7 i
[12 [Orissa s[4 sa8[242] 3 [3.1613- osli2s2 i3
[f;"i*‘ Puajab 251313 3.45]3.32]2:86| 236 | 0.55 | 092 T0l08] 226 |17
5% [Rajasthan L T2 08] 168|171 [191[227]2.64]26 {22 21 |8
mjsuza:ﬂ;vsdu 101] 1.1 |0.94]1.42|1.05 08 ]085/088] 1.1 0.8 1 15
7 [erBerada;sh_ 1 T1.94]1.52|1.52] 2.6 | 1.86]1.48 1.66| 1.9 19| 174 |12
18] Benga 044 0.4810.49|1.450.610.52]0.25 | 0.31 03102] 051 |19
NCT Delhi 121 1.08] 1.15 59 - G
[19 [Puduc. 111,081 1.151.21 | 1.59[1.66]0.16|0.18 | 0.2 Dl (085 A
uducherry 61315956
315951623 [5.11]4.915.6711.05[7.33]5.7 |54 535 UiEE

Source: Estimated
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performance ¢ of a state.

Rratio of Curre )
e ratio of O® on - Tax R able2 state Dom roduct (R
i Product is shown i s Current transfers from centre, includes share
;-‘ the table 3 itas ohs..-rvtd that the | axes and gmm.m .aid. Out of the
cates such #s puducherty from centré duty, union €x e
TP Wn;“j Orissa (2 82) ured the venue from income X, estate duty. ;
5.38), Goa (12 ey havin:g mg];m_ ratios which nd nddiﬁnnal gxcise dung'. the centri
top three places e G (CT Delhi overnment shares @ fraction with state
-s;c;\:s‘ h:::ﬂpm‘fn :;} e 'We,st .Bengnl (0‘5 b mrcrﬂml!ﬂ‘ which is known is share from cf.‘ﬂ'ﬂ'"-l
ihm, ing P:"'T rformance with least ratio. And faxes. Both plan and non-plan grants arc rcg_.,ardnl
also it is clear that the Special Category States as grant-in-aid- The ratio of Current transfers from
such as Sikkim (35.3) Arunachal pradesh (9- 97) centre 10 Gross State Domestic Product 15 one of
and Nagaland (6. in the top three places the revenue parfomwncc . dicators. Higher the
transfers from centre to Gross State

!n having higher ratios, whereas Meg
2.11) Utraranchal (1.2 8) and Tripura (0.85)
east ratio.

showing poor performance with |

from centre 10 Gross Stat

Special Category States __——
i

i ~__ Spec |
s cToTsls|z|5]: 3 3%z £
No. States W O ~- o0 =) = = e i =
2/2/8|/2|8|8|8 = 2|2
{ ~t ~ = T = ﬁ ﬁ = ﬁ {
“; -,." Arunachal Pradesh |42.2| 54 |37.6 5781483 |51.9]464 I3
2 5129691144127 ] 13 |13 10
’i—a ;}-llmachall’radesh 611 16 |13.4]12.8[12.4 12.8[13.1 '19'
- M;m:‘nu&l{ﬂshm:r 30.5 | 285 | 242|283 [31.4]304 26.5 '
: Mﬂnr:pur 391 141.7] 39 |46.6]41.6|53
;’Ffé'.jhya 861192 14 |19.1 215
s ram 49.8153.738.5]52.4|51.9
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(EoalsiE i 313135, 29 [32.5 324
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Source: Estim ated

The ratio of Current transfers from centre 0
Gross State Domestic Product 10 Gross State

Domestic Product is given in the table 3. Non-
Special Category States such as Bihar(14.9), Uttar
Pradesh (8.71), Orissa (8.35)and Madhya Pradesh
(7.98) holds the top places by having higher ratios
which shows better performance, whereas
Maharashtra (2.09), Haryana (1.96) and NCT Delhi
{0.8) showing poor performance with least ratio
<hown in the table 3. And also from the table 3 it
is clear that the Special Category States such as
Mizoram (56.7), Arunachal Pradesh (46.2) and
Manipur (44.3) stands in the top three places by
having higher ratios, whereas Himachal Pradesh

| 200813 |

=
&
vl bl
',""ll;q.l
-1

d Uttaranchal (S.M)s.hmii'l‘g

mance with least ratio.
venue Performance Indicators

(13), Assam ( 12.6) an

poor perfor

Aggregate Re
By 3Egr€gating revenue [}efﬁﬁmgg
indicators such as the ratio of Own Tax Revenue
{0 Gross State Domestic Product Wl),maf
Own Non-Tax Revenue {0 Gross State Dome 5
Product (RP2) and ratio of Curr - D _. !m'sm‘-
Centre to Gross State Domes

we can estimate the revenus

mobilization can be
ratios.
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States [ Rank |
| _REZ | 3 |
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i—§ | Nagaiand_ S8 = t—2s8| 03| 7 ‘
' 'T"cikkirn Fam 381 be —F—-J—j—}'— 153 | T
—ic ‘T.-;ﬂr,s-:;./j,__gigﬁﬂ B £ X IR
- Al States IS —
[ ‘T"'""‘““w'ﬂ{#ﬂiﬁrﬁw _ —[___F}ank .
“SNo. Smn::—_— — 7,78 ,___l_?—sﬂ 422 5 = 12
{57 Andhra Pradesh 7" "4.89 —oss| 1491 294 2
B RSN o g 1 W T :
b Chhattisgarh —92 | 525 2.36 14.7 10
——1Coa ] 4.69 19.8 3
e ——— 126 2431 -~
! s Gujarat = 699 1.89 1.96 10.8 16
S| avibans sl 2al] TPl 3 e
i "'I' ar A ] - : :
i 9.51 =
f L__Lﬁww"_ﬂ'ﬁ—f———/‘——rafgi' 091 2.39 1.6 15

) Kerala
=T Madhya Pradesh e | -
| 1] Maharashtra .

817 2.03 7.98 18.2 4

=05 e 1] 2.09 10.2 17

E | Orissa 5.82 2.82 §.35 17 6

= | Punjab 7161 226 245 1.9 ia

14 | Rajasthan 6.52 2.1 5.45 14.1 1

" |5 | Tamil Nadu 8.49 ! 2.99 12.5 13
" 16| Uttar Pradesh 6.95 1.74 8.71 7.4 B
|7 | West Bengal 4.65 0.51 4.89 10 18

' 18 | NCT Delhi 6.73 0.85 0.8 8.38 19
. 19 | Puducherry 8.19 535 7.84 214 1

Source: Estimated

An aggregation of these ratios gives the
overall revenue performance of sub —national
governments. Table 4 reveals that Non- Special
Category States such as Puducherry (21.4) stands
in the first place by having high aggregate ratio
vhereas Bihar (20.4) and Gujarat (19.8) stands in
he second and third place respectively. Some of
)¢ states such as Haryana (10.8) Maharashtra

(10.2), West Bengal (10) and NCT Delhi (8.38)
showing poor performance with less ratio. From the
table 4 it is observed that the Special Category States

such as Sikkim (70.1), Mizoram (61 ‘T)alliArmnr.tnl
Pradesh (60.3) are goﬂd erformin

securing the: first thrﬂa
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Gross State Domestic Product, it 1 clear that
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(6.77) stands in the top three places by having
higher ratios. Meghalaya (2.11), Uttaranchal
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¥ The ratio of Current trans fors from centre to Gross
Suate Domestic Product to Gross State Dom estic
Product is given in the table 3. Non- Special
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