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INDIAN ASSOCIATION FOR RESEARCH 

AT CONSTANT PRICES FOR INDIA* 

Ghattopadhyay 

P r e s e n t a t i o n of nat iona l ac::oants at carre"nt. pr ice 's 
w i t h i n a comprehensive and In teg ra t ed framework o f f e r s aiaj or 
a4vaotages i n the corapl lat ion of macro-economic data and^thelr . -
i a t e r p r e t a t l o n . But the agg rega tes i n the na t iona l accounts • 
a re g r e a t l y a f f e c t ed by the v a g a r i e s of p r i c e f l u c t u a t i o n s 
over a pe r iod '%f time and the comparison of the - a gg r ega t e 
•i itput of gflods and s e r v i c e s f o r a p a r t i c u l a r po int of time 
w i th the output f o r another point of time becomes d i f f i c u l t 
t o a great e x t en t . I t i s , the ra f o r e , necessary to- get the 
p i c t u r e i n r e a l terms,. i , e , , to e xp re s s the f i g u r e s of the 
na t i ona l accounts i n constant p r i c e s , 

S« III recent years a few attempts have been made to present 
the i iat i4nal accounts >of Ind ia i n cur rent p r i c e s w i t h i n an 
i n t e g r a t e d framework. -̂̂ ^ These attempts are no doubt v a l u a b l e 
a d d i t i o n s i n the f i e l d of resaarch i n Na t i ona l Income. But 
another f i e l d of r e s ea r ch s t i l l remains t o be e x p l o r e d . We 
have no na t i ona l accounts f o r Ind i a i n r e a l terms presented 
w i t h l a a comprehensive framework- I n the p resent paper an 
attempt w i l l be made to do ao based l a r g e l y on work done by 
o t h e r s . As a p re l imina ry study, we w i l l concentrate here only 

?n methodo log ica l d i s c u s s i o n s cove r ing a short time ho r i zon 
195^-62 to 1954-55 ) , f o r which est imates at constant p r i c e s 

w i l l be g i v e n . Real e s t ima t i ona l work G?)vering a longep time 
h f r i z o n w i l l be l e f t for f u t u r e . 

3 , F u l l y a r t i c u l a t e d systein of na t iona l accounts at cur rent 
p r i c e s , des igned to show how the economic systems work i n 
d i s p l a y i n g the i n t e r s e c t o r a l f l ows , have been developed i n • 
many c o u n t r i e s . These are based upon ba l anc ing funct ion to 
ensure i n t e rna l c o n s i s t e n c y . Geary advanced one such a j r t i -
cu la ted system of f i v e accounts c o n s i s t i n g of e i g h t v a r i a b l e s 
i n terms of cur rent p r i c e s . ( 2 ) Th i s system i s represented 
be low : 

The author i s indebted to P r o f . M.Mukharjee f o r h i s 
v a l u a b l e sugges t i ons . Remaining e r r o r s are the a u t h o r ' s 
so le r e s p o n s i b i l i t y , 

(1 ) Makherjee : The Technique of S o c i a l Accounting i n a 
P r e - l n d u s t r i a l Economy, Sankhya, V o l . 1 4 , P a r t s 1 & 2,1954. 

. . B . K . ' B a r p u ^ a r i ; The Na t i ona l Accounts of I n d i a , 1951-52 
to 1965-56, Papers on Nat iona l Income and A l l i e d T o p i c s , 
V o l . l , Ind ian Conference on Research i n Na t i ona l Income, 

K.L. Narang ; N a t i o n a l Accounts of the Ind i a Union,1948-
49 to 1959-59: Paper presented a t the Third Ind ian 
Conference on Research i n Na t i ona l Income, Nov. 1961. . 

(2 ) R.C. Geary : I n t r ^ u c t i o n to Problems i n the D e f l a t i o n of 
Na t i ona l Accounts , Income and Wea l th , S e r i e s IX , 
Int̂ "̂  r 11 nrial L^?^no i 11 on f o r Re ^r(^h i n I n c nmft and -̂ l t h _ 
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accounts at cu r r en t p r i c e s 

(4) 131. 

1. Domestic product account P - G + I " ^ E - M 

2 . Na t i ona l income accoont 1 = P 

3 . Consumer*s account C + S = Y ' 

4 . O a p i t a i account X + N = d 

5. S x t e r n a l account - H = N 

For s i m p l i c i t y he ignored t r a n s f e r s , i n d i r e c t t a x a t i o n and 
f a c t o r incomes from abroad . I n these accriunts J denotes g ross 
domestic consumption, S i s g ross savi^ig, I i s gross invest i i^nt 
and a and M are gross expor t s and gross imports r e s p e c t i v e l y . 
Gross domestic product i s denoted by P and g ro s s na t i ona l 
income by Y, N denotes trade b a l a n c e , 

4 . On the b a s i s of Geary system the na t iona l accounts of 
I nd i a i n cur rent p r i c e s may be presented in the form of 
account ing i d e n t i t i e s . Statement I , which i s l a r g e l y based on-.-
B a r p u j a r i ' s e s t imates shows such account ing i d e n t i t i e s f or •» 
the per iod 1951-52 to 1954-55. For the sake of convenience , ve • 
have used B a r p a j a r i ' s e s t imates of g ro s s ' domes t i c p roduct , 
gross domestic c a p i t a l format ion and current expendi ture on 
commodities and s e r v i c e s in the govei-anent s ec to r on l y . As 
the e xpo r t s and Imports of s e r v i c e s a:*-̂  n e g l i g i b l e i n compar i 
son with other coinponents of the na t i ona l accounts , they have 
been ignored to s imp l i f y the methodo log ica l d i s c u s s i o n . We 
have r ep l aced B a r p u j a r i ' s da ta on e x t e r n a l t r a n s a c t i o n s by 
more recant es t imates on commodity trade teken from the Reserve 
Bank of I n d i a ' s statement of o v e r a l l ba lance of payments. C3) 
From these e s t imates consumers* cur rent expenditure on commo
d i t i e s and s e r v i c e s are obtained as r e s i d u a l s . Then the 
e s t imate s of g ross domestic consaapt ion are obtained by lumping 
up the cu r rent expendi tures by consumers and the•government, 

5. :Tow the problem i s how the na t i ona l a g g r e g a t e s g iven i n 
Statement I can be expressed i n r^jal' terms? The s o l u t i o n a l s o 
l i a s i n the constant p r i ce system of n a t i o n a l accounts as 
conceived by Geary, This system i s g iven be low . 

accounts at constant p r i c e s 
CO (2) 

1. Domestic product account 
2 . N a t i o n a l income account Y' pi 4- 311 

3 . Consumers' account •+ 6^ Ŷ  
4 . C a p i t a l account I ' N> 
c 
*^ • E x t e r n a l account E* + T» N» 

(3) Reserve Bank of I nd i a : I n d i a ' s ba lance of payments, 
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Statomenb I 
The National Accounts of India at current prices 1951-52 to 195^55 

1|1951-{1^^M1953^-H954I 
orores) 

19 51- fi 19 52-|l953«|l954-
52 t 53 55 

1. Donestle Product Acicount 
Ocoss domes t i c p r o d u c t Tp5 11026 10632 11547 10745 Curront oxp^ndituro on 

coomodit lGS and sorvlces 
Gross dOEOestic capital 
f o r m a t i o n 
Experts, f . o . b . 

(G) lOllD 9846 10528 9574 

( I ) 1149 1017 1071 1364 
( s ) 730 602 540 597 

p 11026 115332 11517 10745 C + I + B - M 
. . . . m i 

11026 10832 11547 10745 

, 2, National Incona ?\ccount 
National income (T) 11026 10632 11547 10745 Gro<js doraost ic product (P) 11026 10832 11547 10745 

l:i026 10H32 11547 10745 P = 11026 10832 11547 10745 

3. Gonfflim«ra» Acinounta 
Current Dxpond i tu rc on 
c -'aodities and ser-.^ccs 
Sflvinpa 

(G) 
(S) 

National incoma 
10110 9816 10528 9574 

916 9a6 1019 1171 • 

11026 10632 11547 10745 

G + S 11D26 10832 11547 10745 Y . — 11026 10832 11547 10745 

4. Gftnltftl Account 
Gross domestics capital 
f o r n i a t i o r 
Trflda b.tl /mcci 

( I ) 
(N) 

Savings 
1149 1017 1071 1564 

- 233 - 3.1 - 52 - 93 

(s) 916 986 1019 1171 

I + N 915 9S6 1019 1171 S — 916 986 1D19 1171 

_ 5- External Acnoimt 
Exports, f . o . b . 
Less Irrporta, c . l , f . 

(3) 
(M) 

730 602 540 597 Trade balance 
- - 633 - 594 - 690 

(N) - 233 - 31 - 52 - 93 

= - 233 - 31 - 52 - 93 N ?33 - 31 - 5S - 93,., 



The conetant p r i c e v a lue s of, t h i s system are g ivent^y , 
C* = C/Pa* I ' •== I/Px e t p . , where t;he P V s a r e the apprt )priate 
pri-oe in4exe-s. The system G<pnt4ins an a d d i t i o n a l v a r i a b l e T ' , 
th^ e x t e rna l t r ad ing g a i n , f o r which there i s no correspondence 
i n the current p r i c e system. The^ appearance of th is v a r i a b l e 
i n the: :Qatiohal inioine account and the e x t e r n a l accoiint o f - t h e 
Constant p r i c e - sy s t em r e q u i r e s Soiue e x p l a n a t i o n , uet as 
cons ider the l a t t e r account i n the cu r r en t p r i c e system: 

S - M = N 

where N i s the trade b a l a n c e . I n the d e f l a t e d system, N' cou3d 
be e a s i l y a r r i v e d at by c a l c u l a t i n g the d i f f e r e n c e between 
d e f l a t e d E and M but the d i f f i c u l t y i s that when £ - M i s / 
p o s i t i v e , a* - M' may be negat ive Cor vice v e r s a ) . Th i s change 
of d i r e c t i o n may I be dde to' the fact ; that the constant p r i ce 
account E» 1 M' « N» p o s s i b l y i nv61ve s ' a negat ive p r i c e , ' 
d e f l a t o r Pjj: = ^/V f o r N. - F o r t h i s reason the v iey -^aKen i s 
that'"N should l 3 e ! d e f l ^ t e d s e p a r a t e l y . ' i n the base 'periled,: 
where ; a l l p r i c0 indexes are taken as 100 and in , some excei^tional 
case'^'when the 'p i r ice indexes of! exp-rrtsf and imports and tf̂ e 
;>rice irxiebc us^dj as the d e f l a t o r of N aVe fcjiund to be e q u a l , 
E' - W w i l l b4-:fequal: t o N* . I n a l l other .dases 

T h e r e f o r e , a b a l anc ing item i s ' req i i i red tio be introduced 
make both s idek of the d e f l a t e d account e q u a l . Thus we^^gj.t 
the . f i f t h account i n th^ conatant p r i c e system,; ' 

- K» = N« , . - - . , . . ( 1 ) , 

To complete th^ ^art ic ju lAt ion, T i s added to accourit 3 . 

6,. There i s the consensus that N, should be d e f l a t e d . by 
some p o s i t i v e p r i ce indeed; But no unanimity e x i s t s abjout! the-
d e f l a t o r t o be used . - J.i/. WichcisonM-^ .suggested tnait t^e 
d e f l a t o r should! be the import p r i c e irxiex. ! 0. S tuv « i\^^ 
argued i n f a v o u r of the i m p l i c i t gross domest ic ' produc;t p r i c e ; 
index as th^ d e f l a t o r o.f N. To f ah r i c an t ' - P ' - gross! ^dapital 
fo rmd.t ior :^ r ice index was the appropr i a te de.t ' lator. ^ Efurgp and 
G e a r y w ) contr ibuted i to! the i dea t^hat fo r ' E . > j 4, the d^f ia i tor 
should be an e x p o r t ' p r i c e inde>x and f o r ii > E an imp:c>]ft p}riG§ 
index should be used,^ Thus f o i t ' M ' ^ E N i c h o l s o n ' s metJKd ;, 
c o inc i de s w i th , the Burge -Geary method-. G^ary also, cogeintly 
argued i n f avour of Ithe formula > > 

• P = ^ '(Pe + FM) 

: ; ^ p - • )i j . • '. 'i '̂Vi!' • 

(4) Att i^ ibut ion by ii,.ii.Bowiey i n :5tudies i n N a t i o n a l !lnc'«ime 
• i524-383 a.344. 

(fj) f Asset R e v a l u a t i o n ' E c o n o m i c tTournal, ..June 1959, 

( 6 ) ' 3 . "Fabr icant ; Notes oh the D e f l a t i o n of N a t i o n a i ' A c c o u n t s . 
I h t r o d u c t i o n to ' p rob l ems In the IJe f i a t i on of Nat iona l , 

'. Account?,! Income and itfeaith, S e r i e s IX . • 
( 8 ) I b i d , P . 5 . ' 
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as . t i i e d e f l a t o r of Fo l l ow ing P'abrica^ t ti?e p resent author 
ho lds that fo r deve lop ing coun t r i e s l i k e ] : :Td la where K i s i n 
v a r i a b l y g r e a t e r than E, t h e d e f l a t o r cf N should b i the p r i c e 
index of imported c a p i t a l goods- as tn^ soveranent imports 
are mostly c o n s t i t u t e d of c a p i t a l goods a tv ; a c o n s i d e r a b l e 
p-^rtion of p r i v a t e imports i s meanc f o r d o j s s t i c c a p i t a l formatiortc 

,?• One can r ewr i t e the equa t i on (:.,) ab> 

Ps PM P 

where P repre i ;ents d i f f e r e n t p r i c e indexes a p p r c p r l a t ^ f o r 
d i f f e r e n t methods of d e f l a t i n g N as mentioned In para 3 . In 
N i c h o l s o n ' s method and Burge -Geary mothod f o r -'l*>ii^, r e l a t i o n 
(2) can be reduced to 

= E . - - i 
PM Pa 

and i n Burge -Geary nethod f o r E > K to 

Pfi 

8 . The s o l u t i o n of the system i n constan-:; p r i c e s v. ^ a i r e s 
that GjI,El,M and N of the cur rent p r i c e system shvuJd b e 
d i r e c t l y d e f l a t e d by the app rop r i a t e/ i ndexe s f o r o b t ; inj;ng 
C , I ' , E» , M' and N* r e s p e c t i v e l y . The remaining f c i r 
v a r i a b l e s P % T ' and o ' are obtained a ? x -es lduala ^ iven 
the accounting i d e n t i t i e s . 

as 
9 . So fa r/the constant p r i c e estimate-s of a a t i o n i l a g g r e 
ga tes of I r t i i a are concerned very l i t t l e a t t e n t i o n h a s been 
•drawn to e xpo r t s and impor t s . But the f o r e f ; O i a g d i s c u s s i o n 
i n d i c a t e s that exposes , imports and t_-ade ba lance p l ay a 
s i g n i f i c a n t r o l e i n th j raethodologr.cai d i ^ - cus^ ion ui^dertaiten. 
We have , t h e r e f o r e , used i n the e : . terna l accounts a t constai it 
p r i c e s , a l l the methods of d e f l a t i n g li ( except Bu. 'ge-Gasry 
method; , which have been mentioned e r i r j i i ; ; r . 

10. For the d e f l a t i o n of expenditure on 'ou-^mr-dlties and 
s e r v i c e s (G) and g ross domestic capi-oa.l for.^iatlQn. (X) w^ have 
.Split, each of these componentf; of 6h"e"'^ross do-iiT^stic product 
i n t o tw/o groups v i z . , ( i ) p r i v a t e and ^ i l ) government.. 
A l though f u r the r re f inements could, be a t t e m p t e d . j wo have 
i gnored them to s i j i p l i f y the ziathodo:.o^ical. d i J v u s s i o n . 
pbvious-Ly., the- r e s u l t s have been crude to c. iarg:-^ exbent* 

11. The p r i c e indexes which have been u s e d f o r d e f l a t i o n are shown 
i n l a b l e jL 
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Variables deflated deflators used 1' )S1'5S :,952-53 1953-54' ; 1954-55 
(1) (Z) (4) (5) . (5) 

Eixpenditure on coirmodities 
and services (O) s 

(1) private Index of piIvite 
cons'-iat-tion eT^jeo-
ditiire 

lOC.O 91.6 03.1 

( l i ) government l a d e x o f ^ o v e r m o n t 
conpniiDption cx̂ Ĵen'--
dituT'-? 

100.0 i c a o 102.4 102.6 

2. Gross dorneatic capital 
formation ( l ) : 

( i ) private sector Price indsA c f 100.0 110,6 93.2 ( i ) private sector 
pr i\ato .capital 
forna'iion 

( i i ) govemraent sector PrioG index o f 
govonir>jnt oacxtal 
fornation 

100-0 •33*5 41.3 80,6 

3. Exports, f «o.b, (E) Price index of 100,C 70.,4 " 69.1 Exports, f «o.b, (E) 
exports 

4. Imports, c . l , f . (M) Prioe ^xidfiX of 
jmpcri-r. 

100.6 • '^S^O" 91-0 86,1 

5. Trade balance (N) $ 

( l ) In Nicholson's Prico l a i a x cl XOO.Q 93„0 91,0 88.1 
mothod ipper ts 

( i i ) In Stuvel's method Prioo l i i i c x of gro* 
ss dcEosti^; product 

100.. 0 94.7 95.3. 05.3 

( i l l ) In Fabricant*9 Prico index of gro 100^0 72,1 101.4 £i=e 
method ss doaostic capi toX 

formation 

( i v ) In Geary's method Aritiiaactic nt;an 
of price :maexoc3 
of experts ar.d 
imports 

100.0 64,7 77,9 78.6 

(v ) In our method Price indoT o f 100,0 1*̂ 3,9 Il3i6 126.8 
imported c a p i t a l 
goods 

Note t Since M > E in a l l the years covarod, the Bisrgo- Geary mothod requlrea no 
separate treatment. The results wo'.dd be the sar?e as in Nicholson's method. 

Table Ij Price indexes uoeCi "io deriate various coiapcnentg cf 
the national acoour.ta oi' India (1951-52 to 1954-55) 



- 5 7 

The p r i c e indexes of p r i v a t e and "govera:i^nt.--'^ti:3Uiaptioti 
expendi ture J p r i c e indexes z>f e xpo r t s and imports £,nd p r i c e 

indexes of imported c a p i t a l gcods ' gj v^.n in Tabi-e : X, have been 
computed on the b a s i s of th-^ inuexe^ us^d by 6,A, Kansal •* )̂ 
f o r the e s t i m a t i o n of •j^txociEl insane of I n d i a ,at •X94S-49 p r i c e s . 
The p r i c e indexes of priyat-e and g o v t r n ^ n t c a p i t a l fo rmat ion 
have been ccmpated fro-ii" C . 3.. L , ' s - - -i-liuttei,, o f r^ross c a p i t a l 
f o rmat ion , d o ) For tho pric<^ index of t^rbss doiaestic p rod ' i c t , 
we have used the r a t i o X^^Y.i^j where and y£ %ro [the e s t l j aaces cf. 

n a t i ona l income f - ^ ) at cu r r en t and j ^-48-49 p r i c e s i n the i t h 
y ea r . From these r a t i o s ^wc ha '̂o coeii^av-cd the Index w i th base 
year as 1951-52. 

1^. The. n a t i o n a l accour.cs at JJ151-S2 pr ice i ; based on 
Gea ry ' s constant p r i c e syste:::. arid us ing our method of d e f l a t i n g 
N 'have been p resented i n Statement 11^ Thi^ co'^stant p r i c e 
e s t imates of t rade ba lance c f I n d i a f o r lc^^V£.2 t o 1954-55, 
d e f l a t e d by d i f f e r e n t .nethods ^i-d th.- corri5spori1ing es t i roates 
of T ' , which, f o r the per iod c o v - r e a , m^s b;= b'.*:jer termed a s 
e x t e r o a l t r a d i n g l o s s e s of l a l i a ia.'.iit;o hns been c o n s i s t e n t l y 
g r e a t e r than E):^ have been given i-n I'atxe ^ , 

13. S ince a shor t - t ime h o r i z o n has been covered i n our 
s tudy , i t i s hot p o s s i b l e to adv^nc^ a s a t i s f a c t o r y i n t e r p r e 
t a t i o n of the., r e s u l t s obtained frpm' our c o n s t a n t - p r i c e 

^national accounts . For :such i n t e r p r e t a t i o n a Longer tlije 
hor i zon i s r e q u i r e d . Neverth'eJ.q.-^s, we inay a t t e a p t t o g ive 
some t e n t a t i v e i n t e r p r e t a t i o n of t h 3 r e s u l t s , i t i s r evea l ed 
that the variabl3s C , , 1* and 5 ' .show irore o r 
l e s s lan i n c r e a s i n g trend over the ya.-^rs cove red , whereas the 
porresporiding v a r i a b l e s i n th j ^.urrt^ni; pr ico accounts are more/ 
e r r a t i c . N and ,N* . (both art- a e ^ i t i v e i n tbr- p re sent case ) 
a l s o show i n c r e a s i n g trend-, while; X' g i ve s us a b e t t e r under 
s tanding of the l e a i p o s i t i o n i n tha f o r e i g n t r aae of I n d i a . 
The export" i : : iport s i t u i t i o n h-is b t c a s'.owiiig a f a vou rab l e t r e o i 
over the y ea r s . I t wi-ul be see-. -'̂  j . ^ Tablvj 2 tha t th i s 1 3 
t rue f o r a l l the methods i\sod fo- c j i L ^ u i n g ' I n t h i s 
connect ion i t should irrjnc:̂ o-.VcCl t h - t C:^.ary ^.set* four 
a l g e b r s l c c o n d i t i o n s t o b?̂  s t t i s f . o d oy the formula of t r a d i n g 
ga in : 

(9 ) Still-. Kansal- : On the d e f l a t i o n of tue NntieneJ. Inconie i n 
Ind i a by the f i n a l expondit - i rc :i.ppror.cli,- papers on 
Na t i ona l Income and A l l i e d r o p i c s . Vcj „ 1, I n d i a n 
Conference on Research i n Na t i ona l Incou.e, 

( 1 0 ) C . S . 0 « , Government of Ind ia 5 ^•iticrkii Income S t a t i s t i c s , 
Es t imates of Gross C a p i t a l F o r ^ t i o n i n I n d i a f o r 
1948-49 to 1960-61, 1961-

C l l ) I r x i l a j a r e f e rence annual , 1960. M i n i s t r y of In format ion 
and B r o a d c a s t i n g , Governmenc of I n d i a , Ch. XV I . 
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^"195M19 

1954-55 

R G c g l n t 3,crores) 
Il951-tl952-i 5'V 1951-111952-{1953-Jl954-

— — 1, DoziogtiQ Product Account 
(P» ) 11026 12422 13017 12885 Expenditure on coomoditios Gross domestic product 

and scrvlcus 
Gross domestic capital 
formation 

(G>) iea.10 1(^99 11419 11368 

{V}> 1149 1707 1416 1436 
Exports f .o .b . 
Less Tmnorta o. l - f . 

7^0 055 333 364 
- gft=? - 639 - 651 - 783 

P' =1 .11026 12422 13017 12835 C' + 1 ' + g* - W 11025 12422 13017 12885 

2. National Inccma .'̂ cccont , 
National incorjo 11026 12181 12791 12V31 Gross doinostic product 

Trading loss !;:! U026 12422 13017 13885 
0 *• 241 - 226 - 154 

= 11026 12181 12791 12731 Pi + T' 11026 12181 12791 12731 

, , 3. Conaumftrâ  Account 
SkpendltiLPe on 
and services 

commodities National income 
(C») 10110 10499 11419 11368 
(m) 916 1682 1372 1363 

( y ) 11026 12101 12791 12731 

. 11026 12181 12791 12731 T» — n026 12181 12791 12731 

4- Canitnl Account 
CJross domestio 
Trade balance 

capital fDrmation(I») 1149 1707 l i l 6 l<i36 Savings 
(N») - 233 - 25 - 44 - 73 

( S O 916 1682 1372 1363 

I ' t r 916 1682 1372 1363 ^ ' . 5 916 1682 1372 1363 

5. F.TtQm»l r.QCQunt 
E^cports f*o>b« 
Less Imports, c « l « f « 

,K»T^ 730 855 833 864 Trade balance 
'M») - 963 - 639 - 651 - 783 

t\ Q - 241 - 226 - 154 

(N<) - 233 - 25 - 44 - 73 

3 - 233 - 25 - 44 - 73 - 333 r ?5 - ^4 - 73. 
•* The estimates are based on our mathod of deflating N, 

Statoraont I I ^ 
Tho National Accounts of India at 1951-52 prices - 1951-52 to 

Ertyinditure 
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Table Zt External trading losses of India, estimated by different methods 
1951-52 to 19 54-55 

• _ • _ ^ ^ (Rs. crores) 

Year 
T — J — n — T 
jEx -̂ ilm- }Trade j ^ 
Jports Sports Jbal 

S } M j S - M 
S 

I L Trndo b^AHCG (V.) deilated b̂ .-
!Ni?lio, 

ri) ^ (z) ^ (3) r m ^ n m (&) 
1 

Tradinp loss (TO -^stinfited bv 
tIioha-5Stu- fl 3 tl 

^son's { vo l ' s {cant'sjciethodjav-thcdSson'3 jve l ' s cant'sfceaiy'sJcXir 
nethod}rotbodjfr.athodft g . bethof^i}nGthodlimoth9dPmGthQdj.-n:)t 

in J (n) I (^) { ( A P ) g ill) r ( . i ^ i { t o ) { ( 1 4 ) 1 ( i l l 

1:51-52 730 963 -233 730 963 -233 -233 -233 -233 -233 0 0 0 0 0 

1952-53 602 633 - 31 855 639 - 31 - 33 . - 41 - 37 - 25 -247 • 249 -257 -253 -841 

1953-5-1- 540 592 -52 833 651 - 57 - 55 - 51 . - 67 - 44 -23S -237 -233 -249 -226 

1954-55 597 690 - 93 864 783 -106 -109 -102 -113 . 73 "-187 -190 -183 -199 -154 



10 s -

Cl) The t r a d i n g g a i n should be n i l when export and 
import p r i c e indexes are e q u a l . 

i ( 2 ) I n the two-country case (or one country and r e s t of 
the wo r l d ) the sum of the t r a d i n g ga ins should be n i l . 

( 3 ) Two count r i e s on amalgamation should have a t r a d i n g 
g a i n with the r e s t of the wor ld equa l t o the sum of the 
t r a d i n g g a i n of each country^ (Th i s c o n d i t i o n was advanced 
by A . L , Gaathon a t the Fo r to roz Conference of the I n t e r n a t i o n a l 
A s s o c i a t i o n f o r Research i n Income and Wealth i n the year 
1959) • 

( 4 ) The su i p l u s of e xpo r t s over imports , i f p o s i t i v e , 
should be regarded as pa r t of e xpo r t s o r , i f n e g a t i v e , p a r t o f 
imports , 

14» Geary ind i ca ted that Burge-Geary metiiod s a t i s f i e s ( 1 ) , 
( 2 ) and ( 4 ) but not ( 3 ) . N i c h o l s o n ' s method s a t i s f i e d ( i ) and' 
( 3 ) but not (2 ) and (^-i. Gea ry ' s own method s a t i s f i e s C l ) , 
(2 ) and (3 ) but not ( 4 ) . S ince Gaathon 's c o n d i t i o n i s 
s a t i s f i e d . Geary was emphatic about h i s methode. I n 
F a b r i c a n t ' s and our methods, ne i the r expor t p r i c e index nor 
import p r i c e index i s used f o r the d e f l a t i o n of N . Hence 
these two methods are not comparable w i th the other methods„ 
on the b a s i s of Gea ry ' s c o n d i t i o n s . However, i t w i l l be seen 
from Tab le 2 that the e s t imates of T ' obta ined from the 
d i f f e r e n t methods f o l l o w more or 13ss a set pnt t -^rn , G e a r y ' s 
method g i v e s the upper l i m i t ( w i t h one excep t i on ) and" our 
method, the l ower l i m i t of the e s t imates of T * . 

I S - The e f f e c t of d i f f e r e n t methods of d e f l a t i n g N on some 
of the components of the n a t i o n a l accounts of I n d i a at 
constant p r i c e s can be seen from Tab le 3 . The f i r s t f i v e 
components v i z . , C * , I ' , E» , M» and P' a re independent of the 
mffl^thods of dv^f lat lng N. But Y ' , T ' and S ' are depor^ent on 
N * . The e s t imates of N' by d i f f e r e n t -methods and the 
co r respond ing es t imates of T* have a l r eady been g iven i n 
Tab l e 2. These e s t i ^ n t e s are a l s o presented i n t h i s t a b l e 
f o r ready r e f e r e n c e . The e f f e c t s of c a l c u l a t i n g •N' by 
d i f f e r e n t methods on gross n a t i o n a l income ( Y ' ) and gross 
sav ings ( S ' ) w i l l be seen to be the reverse of the e f f e c t s 
on T* i . e . . G e a r y ' s method g i v i n g the lov:er l i m i t (w i th one 
excep t i on i n each set of e s t imates ) and our method, the upper 
l i m i t . 
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Table 3i Satiraates of varioue components of" \he national 
accounts of India fft constant prices - 1951-52 to 1954-55. 

(Rs. crores) 

SI . Cicmponenta of national accounts 1951-52819 52-53{1953-5-lJl9b-i-55 
« i I 

1, Expenditure on oommoditiea and services (OO 

2. Gross domestic capital formation 

Exports f*o.b« 

4, Less Imports c . l . f . 

5, Gross domestic product (1+2+3-4) 

6, Trading loss : 

( 1 0 

( e O 

(Mt) 

( p O 

( T O 

(1 ) From Nicholson's method cf deflating N 
( l i ) Prom 3tix7elU method of donating N 

( l i i ) Jtom Fabricant*a method of deflating N 
( I v ) Tton Geary's method of deflating N 
(v ) iYcm Our mothod of deflating N 

7o tooss national income ( y O 

( l ) Involving Nicholson's mothod cf 
donating N i5+6(jj7 

(11) Involving Stujel 's method of 
denatlng N ^+6( i i j7 

( i l l ) Inolving Falaricant's method of 
denatlng N ^ + 6 ( i i l ^ 

( I v ) Involving G e a r ' s mtthod cf 
denatlng N ^+6(ivj7 

(v ) Involving Our method of 
donating N ^ + 6 ( v j / 

0» Trade balance ( B ' ) 

( i ) Nicholson's method 
( i l ) Stuvel 's method 

( i f lJ Fabricant's method 
( i v ) Geary*3 method 
(v ) Our method 

9. Savings ( S O 

( i ) Involving Nicholson's nethod(2 +3(1 )7 
( i i ) Involving Stuvel 's method / 3 + 8 ( i i J / 

( i l l ) Involving Ftibricant's r . e tho (^+8 ( i i y7 
( i v ) Involving Geary's method l^^itvW 
( v ) Involving Our method JZ-^y^^ 

a o i i o 10499 11419 11368 

U49 1707 1416 1436 

730 855 333 864 

- 963 - 639 - 651 - 783 

11026 12422 13017 12885 

0 - 247 - 239 - 187 
0 - 219 - 237 - 190 
0 - 257 - 233 - IBS 
0 - 253 - 249 - 199 
0 - 241 - 226 - 154 

11026 12175 12778 12698 

11026 12173 12780 12695 

11026 12165 12784 12702 

11026 12169 12768 12686 

11026 12181 12791 12731 

- 233 - 31 - 57 - 105 
- 233 - 33 - 55 - 109 
- 233 - 41 - 51 - 102 
- 233 - 37 - 67 - 118 
-233 - 25 - 44 - 73 

916 1676 1359 1330 
916 1574 1361 1327 
916 1666 1365 1334 
916 1670 1349 1318 
916 1682 1372 1363 
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m ARTIOJUTSD SYSTEM OF NATIONAL ACCOUNTS K)R IHDIA AT 
ODNSTiNT HilGSS 

Mahfooz Ahmed 

The subject "dJaflation of national inoome aad i t s components" i s 
rathor intriguing because i t i s here, due to inheroit d i f f icult ies , both 
theoretical aid practical research i s at a very fragiaentary stage especially 

rin the developing oauntries Hke India. In this country, for exanple, the 
iiiethod followed i s f i r s t to deflate the gross value of output of different 
sectors, liiere physical output data are available, aic. than to estimate the 
required value «d(lad by applying the valus-addedlto-gros^^utput-jratio, 
Ixi those sectors whore output figures are not found the base year values 
are extrapolated by referaice to cei-tain indicators'^ This may be oompared 
with the 'double deflation mothod'^ under which both the. gross output aid 
Inputs are separately deflated aid the differaace of the two forms the 
required value added at constait prices* Estimates on the basis of the 
former obviously run the r i A of going quite off the mark on at least two 
accounts, vlz,^ (a) constancy of the valu^added-to-gros&-putput-ratio aid 
(b) oonstaioy of the re lat ive prices of output aid inputs.i* This i s besides 
the inaccuracy arising due to changes in quality and product-mix. 5 
Thou^ i t i s diff icult to measure the discrepancy as a result of these' 
assumptions, yet some doubts are created about the accuracy of the ]jidian 
estiaates of naticaial income-at constait prices. 

I t would appear to be going "tbb-far-in this state of affairs yet an 
attempt to dSHate" various- -componaits of national income under a unified or 
articulated aopoj^ting^ systoti would be worthwhile. Aside from being of 
great practical and aia lyt ica l vdlue ^ujci* *a syston i s measurable rather 
conveniently, because some items which conceptually camot be deflated su-^ 
as, national Incom^ saving, profits etc. , appear as residual entries. 
Fur'theTj the approach under such a system i s basically the "expoiditure 
approach", /i^ch is regarded by maiy as relatively more practical, 

1, Fbr ai Interesting <fi.scussion on the ja-oblaus of deflation see 
Nicholson J.JU, 'Some fO'oblans in the measurement of r ea l income', 
Income and Wealth Series, IV, pp. \}^>-^» 

2, The Pinal lieport of thb National Income Gonmd.ttee> Appendix I , 
pp* litS-U. 

3m Also called the Geary Method; f i r s t presented in »The concept of neft 
volume of output with special referaice to Irish Data', Journal of 
the Royal Statist ical Society, 19Ui# 

km DaiTld P.A., 'The deflation of value added'. Review of Economics aid 
Statistics, Vol. XUV, May 1962. 

Kuznets S., »Long term changes in the national.income of the U.S.A. 
since 1870', Income and Weglth Series, I I , pp. UU-U7. 

6. David, op. c i t , pp. Nochplson op. c i t . , pp. Dertcsen J, 
B.D., 'Intaimtfflilporalcomparisons of r ea l national income,. ' . Income 
aid Wealth Series, I , p, 26o# 
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Thou^ there are more than oie ways in which this systan in o o n s t ^ 
prices caa be worked out, we have followed the lines adopted by Burga 
GQary,8 Their method i s based primarily on the ga:ierail.y sruoepted concefpte 
of national Income.^ On the aggregate level various components in their 
syataa are f a i r ly conveniently raeasurabiB» 

The articulated system at constant prices would naturally be 
different from that at current prices especially when i t i s for an open 
economy. In fact, the major hitcii in deflation within an accounting frane* 
work has bem due to the problans associated with the deflation of antries 
in the eKttinial transactions account. Most workers in the f ie ld , for 
Instance, reiect the possibi l ity of deflating the negative surplus of the 
nation at current ^o^amAtJ^ 

Hov:evor, the five accounts governing the presoit estimates arei 
(1) comestic product account, ( i i ) national income account, ( i l l ) capital 
fuiir.ation account, ( i v ) consumption account and (v) esctemal transactions 
account. AH these accounts are based on the international oonvaitions aid 
definitions for national accounts at current prices. The structure of 
these accounts are based on the following relationships; 

0 * t - a C ^ I - f E - M (1) 
W ^ H 4 . P - r . 0 + f - T , .(2) 

r.^S SI W ^ H + P 4 > t - . s w r 

S « f ^ T « H ^ N . . . . w . ^ o ^ . w . . . . 

• VJhei-'e 0 staids for net domestic product gt factor cost, t for 
indirecfc taxes aid fees, s for subsidies, C for private consumption, I for 
net domestic capital formation, E for eocports of goods aad services, M for 
imports of goods and aarvtces, W for compensation of onployeas (wages aid 
sa lar ies ) , H for income from self onployment, P for income from business aid 
property, r measures the transfsr effect of indirect taxes and subsidies, 
f staids for net factor income from abroad, T for trading gain or loss, 
N for the surplus of tho nation at tcurrait account and S for net saving# 

It may be noted that each of the symbols appears twice aid haice tho 
system i? air.iculated. The relationship between the systems^ at current and 
constant prices i s very close, for a l l but owo balancing entries —* trading 
gain aid transfer effect of indirect taxes aid subsidies — appear in the 
former. Mong the similar items in the two accounts the relationship i s 
through the pric^ index. Thus, for instaice, consumption at constant prices^ 

is equal to where G' I s consumption at currait prices aid p^ the 

Ine ^propriate price Indeofc* 

7- Eleaner %LW*, aialysts of the natxa^e of aggregates at constant 
pr ices ' . Review of .Eod» & Stat., Vol, H I , N0V.I9I9J Stuvel G,,»Assert, 
revaluation', Eoonoraic *fouinal, 195^. 

8. 3urge Il,W., 'Deflation within 31 accounting franewoiic'; aid Geary R*C« 
»Introd£iction>, and 'productivity aspects of accounts deflation'. Inoome 
aid Wealth Series, IX* 

9# Geary, op, c i t . , p. 3» 
10. ib id , pp. 17 and US. 
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For detailed e)q)lanation of the properties of each itett and xts 
concsptuai.validity vis -a-vls the articulated 'syston reference may be made 
to the works of ^ii^ge aptt.Ci^y*^^ The balancing- aitrias in the deflated 
accounts a r e taken'to m'Sastire the chang.esin the relative prices whici-j lead 
to a transfer of rea l income betwem sectors.''^jn. the present instance only-
two such items are tdcen though many other transfer aitries maybe included 
with a view to improving the ultimate outcome. 

Of these f ive accounts only four are to be used, for any one of them 
i s redundant. mon% the variables -C, I , H, ji, and M have their usual 

meaning aid would have to be deflated in a certain given way, ? and E 
cannot be conceptually deflated aid haice are taicen as balancing o r residual 
items. The deflation of t and s though very much' labour consuming, yet i s 
subject to suitable measurancnt. The ueflation of ranaining items presents 
real di f f icult ies . But here also workable methods can be devised tc 
^propriately deflate than as has heqn suggested by many vrorkers. The 
remaining Ittins are N, f, T aid r. 

Accounts for India 

. Because deflation witliin an recounting franework i s fraught :d.th 
numerous'problems aid asfTunptions the prtsait attempt i s in the form of eari 
exercise where estimates r-.f ;5ome of the components are of a very appproximate 
character. The exercise 1,3 iimited tc the period 195^-6 to I96O-I, viiicr. 
incidentally i s also the I I Plm period. The. acoount.s are drawi at 1960-I 
prices. 

As a f i r s t s t ^ we hav( xmpiled the five accounts at current 
prices. These are based on t h e .io".ional income data available from the 
1 Estimates of National Inc : i e , ^9h^9 to 1962 -3 ' , of the Central Statistical 
Organisation (hereafter called t h e white paper) and other sources, Ihus, 
a l l itons on thd'''ibft--haid^ide of the domestic product account-are available 
from the white paper. Similarly, da'-a on general govemmait consumption, 
exports and imports are available from t h e above menticned paper. The net 
C a p i t a l fomation figures separately f o r construction, machinery and 
equipment and gtock-s' are t,-]<:!ii from a psper by Tiwari, Baldev Kî mar and 
Jagdish Kumar, These estimates are an improvemoit over those available 
from t h e C.S.O,^^ Further, the^e estim^.tes a r e latest and the method 
followed i s in line with tl\^t of the oarlier estimates by the C.S.O. As no 
independait estimates o f -private consumption are available this itan i s 
taken as a residual aitry. Though treating private cons-jmption* as a 
residual iton i s an incorrect procedur^because a l l other itans including 
tho net domesl^ic^product at factor cost are calculated on similar 
considerations. -Moreover, v̂ he resiJual figures compare with other estimates 
made indep3ideRtly,^? 

11* Burge 31c G^aTjj j p , 'cit,, pp. 3-ii55 see -jlso. 'A systan of price ai^-
quaiti-ty indexes for national acoouuts', .t^;Ni 

12, Burge, op. d t , , p. 1 ,̂ ' 
13. 'Estimates of Capital formation in India, 195(>rt to I96O -V, present^j 

at-.tl^e Fourth Gonfsrcnca on Res-aarch in National Income, 1963. 

Ili. 'Estimates of Capital FDrrr.a^Acn, Vk^9 to I96OUI1, I962, . 

l5«.Dhar S ,p . ̂  . ipr ivaTie .-oni-uinption expaiditure in India^ 1955-6 tc 
'1960-1 ' , Fourth Conferaioi :ji Kssearch in National Income, 1963; see 
also Reserve Bank of ^Jidia Bulletin, Septanber I962, 



are those'"from the white paper. f^^MleMIrQ^s of the distributive 
incoma shares are available from of f ic ia l sources. Such estimatec for a 
relatively long period, i . e . , from I9ii3-U9 to 1957-58, are available from 
a paper by Narayanan and Bina Roy. Ma^0]3|v#iQ§^ the percentage shares 
of the wafe and s,alary earners, self-anployed parsons and entrepreneurs 
aid propea^^.hollff|.f^6j?6$ic"yeC^^_5^_G^^ i s 
The requi 
extr 

J ^ | g ^ f $ | ^ g r l | f f ^ ? ? l ^ ! s a i ^ te'^^6Ai«l ^^MEWtt»^#iaLj^lties ,-^5 both 
anolat^TT^* aid practical research i s at a.-v^^y^.fraj^fiait^ar.y.i^ag*-especiany 
^ fii the developing countries Hke I n ^ a . ^^i&iS^:^^£iry;-^^ axanple, the 

*..-n„„.^ ' s ^ B 5 s t J ^ n ^ ^ f W ^ ^ ^ ^ | f l ^ : f e u of differait 

values 

again th'js^^ 
as net 3Jâ •Ln 

method followed i s 
s l a f o ^ i P ^ ^ s ; 

a i t r i e s . ^ O ^ I ' e P ^ ^ 
)e compared 

S # S i ; 3 ^ % ^ * L ^ ^ ^ aid 
i r ^ # % forms the 

v - ^^ - ' - - p : f > - - - ^ -"^^ prices. Estimates onthe basis of the 
.fluaii^ 'i^jn .the r i * of-going quite off the mark on at least two 

r - ^ z . , Xa) oonstaic^ of the valu^added-to-gross-output-ratio and 
- •- • - -ps^ -ffiWa i s beside; 

aerc^ttj^i-mix. 5 
crepaicy as a result of these 

ting th. 

0: 

on .̂he oaEl^llfii§9^a^| ̂ Suii^^fef^g|J f^^§o iSWi^ « i@5rs4^ i§ W^at^K^ble rather 
The ^^l-'n|^%^||§^gfjMl^l?f^ 
pro/iucliio] 

total) r^'&'i 
ccn sumption • — • — -

income' 

'omr.wdi^iQS 
the '.-itLoIes 
(pei- capitC:f 
servi_;G^S>!lc'" 

Indax for..tHfe fonner i s b a s e d on 
, Combined b y using weights 
,]i^iirJS)e3Witqi|i4i^r^feiflDimBF^ net 

f ^%^5%*l£h^i^*^dJ^a^> tftmmal of 
' i^%c^^*^'The two indices are then 

f each iji the total expenditure in I96O-I 
j ^ Q f ^ d ^ y i H « r t . e w of Economtos aid 

May 1962. 

16. . l-he f W % ^ S j ^ 3 W % W t ^ | ^ i } f 

Conf«^infi4nWl)e?§a5HEnter*^?Fi«*a&IP^^6T^^^ pp^ lOl-O;?.-. -
17 
18 

ana 19̂ .4^4 health Series, I , p. a6o. 
•tI©iiaSj-5l969srks9n J. 

ational inbone, , ' , Income 

19 ,̂ OhdT Sid Aggarwal, op^ d t , . 
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Ganeral govemment uxpa: iiture is spl it into (a) wages and saloxies 
payment aid (b) expaidioure on ;ocvIs and services. The wages and salaries 
component i s taken to bt. 57 psr cent of the total.20 To get the estimates 
at constait prices the figuie for V60-.1 i s extrapolated by rof eraice to the 
index of government employoes. The other componaat i s deflated by the 
Soonomic Adviser's wholesale price index (general ) . 

Neft capital fomatioi; divided into ( i ) construction ( i i ) machinery 
aid equiFmait snd ( i l l ) stocks. The f i rst is deflated by a combined whole 
sale price index for canent, iron and steel , log*?: End timber, bricks aid 
t i l e s , said and the index nunbar of wage rate for rur^l skil led workers, 
after appropriately wedgtting than. This i s done for the urban residential 
aid non-residential buildings and govemmait construction. For rural 
construction again the combined i-holesale price index for logs and timber, 
brides and t i l e s aid index of wages uf rural skil led workers has beoi used» 
For deflating the machinery and equipnent component the i-Aiolesale price 
index for machinery and transport equipnent i s used. Simi lar lywholesale 
price indices are used to iei'late stocks, in particular, the atocks of 
foodgrains, livestock*, coal, ixm ore, factory establishments etc. In a l l 
cases, price Indices used are those of the Economic Adviser's. The 
estimates of capital formation both at currait and constant prices are, 
however, available from the paper by Tiwari and others, 

price 
Reports and imports are deflated by the o f f i c ia l etjcoort anu inport 

(unit value) index r e ' ^ . <^v l7e j y , 

Cbmpaisation of employees (income from wages aid salaries) has been 
deflated on the basis of tne alXTin iia consumer price indeK (working class)* 
The deflated figure includes the onployee incranait which cai be obtained 
by f i r s t deflating the compensation of employees hy the nonthly wage and 
salary index and subtracting i t from the figure arrived on the basis of 
consumer price' index, -he pi'oductivity incrament gr deflation defect j l so 
i s included in the net (iomestic product at factor*, cost aid can be soparatod^ 
No attempt i s , however, made to estimate the employee incremeit or the 
productivity incranent because they do not effect the accounting fraiiowork. 

The general wholesale price indeoc (Economic-Adviser's) has beai 
used to deflate the income from self anployment. This i s done because a 
major part of this income originates in agriculture. The alternative would 
have beai to extrapolate the base year figures by suitable volume indices. 
This procedure i s better ttian tha fomer but i s less practical especially 
in case of such activities as. trade, commerce, etc. 

Income from business aid property is treated as residual entry 
partly because there apparently i s no correct' way to deflate this itan. 

On the deflation o f net factor income from abroad and surplus at 
current account there i s least agreement,<iU We have foUowed ti.e Burge aid 
^eary line and have deflated the two with the help of import j r export 

ao, Report of the Working Group on FlowoiUFunds, I963 - p,37 

21, Op, cit . ' • • 
22, Geary, op, d t , , pp, 31-35. 

23, Flexneop, op, c i t , , pp, hOOJ^Z^ 

2ii, Op, cLt,, p, 17, lii, p. 1(3 and p,. 36, 



price index as the case may be ,25 xs there had beai import surplug in a l l 
the years under consideration In this country, the second itan i s deflated 
on the basis of the of f ic ia l Import price Index, aimilarly, as the factor 
Income receipts were used to finance import surplus they are also deflated 
by the import price index. 

Net saving i s not subject conceptually to deflation and haice i s 
tskai as the residual entry. 

The two balaxdng items viz , , trading gain aid transfer effect of 
indirect taxes aid subsidies may now be considered. Tracing gain i s 
defined as the rea l gain or loss resulting from chaiges in tho terms of 
trade since the base year. I t measures the chaige in the distribution 
between countries of the total gain resulting from international s p e d a l i -
sation in production. The measuremoit of trading gain again has been subject 
of considerable discussion. Various view points have been forwarded as to 
the type of price index to be Û sed for i t s deflation and i t s suitabil ity 
with referaics to the concepft,^ In the presait case because there has been 
import surplus throu^out, the Geary formula used to deflate trading gain27 
meets some of the interesting objections^Sgainst i t s measuranait. 

The transfer effect on the other haid, represents the difference 
between the deflated figure of indirect taxes and subsidies by the method 
indicated in the earlier paragraphs and the one computed on the basis of 
implicit price lndax29 relating to the gaieral govemmoit expenditure, 

jUl ranaining entries in other accounts are sijnilar to those 
moitioned above. 

I t may be noted that various parioe indices used in this work sire 
obtained as far as possible with the base year I96O-I, Yet In some cases 
the original base was different and in a l l such cases i t i s converted Into 
the desired base by simple arithmetical process without necessary adjusbnents 
for changes in the implicit weights of each index number. Such cases where 
the original base was very far are few.-^O 

25» Nicholson suggests import price indec irrespective of the positive 
or aetgatlve value of the surplus; Stuvol (op, d t . ) recommends the 
Implicit gross domestic prociict price index, Fabricait S,, in Notes 
on the deflation of national accounts', suggests the use of the 
cs(pital formation price index, 

26, Geacry, op, c l t , , pp, T-S and Burge, op, d t , , 17-19, see also Stuvel, 
'A new £5>proach to the measurement of teams of trade effects*. Review 
of Boonomics and Statistics, Vol, XXXVIII, August 1956. 

27« The foimuJU i s 1 eoqjort - - L . ) , where P„ and P_ are the import 

and eiqport price indices respectively, 

28, Geary, op, d t , , pp, 7-8, 

29* for further eoqilaiation see Bulrge,' op. d t , , pp, I6 snd 23* 

30, Notable exanplas are the consumer price index with base year ^950'^ 
and the lAiolesale price index with base year 195^3* 
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Most o£ the price indices used for the presoit study are givai in 
table B*-1 with notes regarding thtJ original base and method of conversion 
i f otherwise than stated above. 

The results of the estimation are presaited in table A-1 to A-$, 
I t may be noted that the net domestic prociict aid the national income 
have increased by 18 per cent auring the I I Plan. This i s comparatively 
lower thai the o f f i c ia l f igore*. The capital formation has showi 
irregular growth mainly dte to the instabi l i ty of stocks and the un 
favourable balaice on corrent account. The level of net domestic capital 
formation, however, ic consiJurably higher. Private consumption has also 
increased by about 18 pyr cait. As for the changes in the real income 
distribution, income share of the business and property holders has 
increased very rapidly by about JO per cent, while the increase in the 
income share of onployees has only been 12,5 p^r cent. The increase in 
indirect taxes was though lower (16 per cent), yet the rate of change was 
generally greater than the wage rate and other prices paid by the 
government. On the foreigi trade front, imports were generally higher than 
the rea l exportsi Real exportt; were also relat ively lower in the closing 
years as oompai*ed to those in the earlier years of the I I Plai , Moreover, 
Qjqjort-import prices were generally unfavourable except during 19^-58. 

— Jxi conclusion, i t may be pointed out that these accounting tables 
among thanselves contain a f u l l aid integrated picture of the economy and 
V a r i o u s income aid expaiditure flows during 1955-6 to 1960-1, Further, 
they throw light on questions of donestic productivity, changes in private 
consumption, wage adjustments, capital formation in fixed assets and 
stocks and external trading conditions, These,in turn, indicate the 
immenao© analytical properties of the articulated systan aid i t s possible 
uses in economic forecasting especially in the short run. However, the 
aialysis of these results i s intended to be presented else^are-^iid i s not 
included here. 

31. A separate note entitled, »The real economic growth in India duri.̂ .-:̂  
the I I P l a i ' , based on the present estimation i s ^Iso subriitted r 
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(rupees crores) 

i t on 1955-6 1956-7 1957-a 1956-9 19^-60 1960-1 

1,1 net domestic product at 
factor oofft iao69' 12302 12102 12983 13255 1U190 

1.2 Indirect taxes & fees >070 1080 1087 i m 1l6o 12i*5 

1»3 subsidies -5U -58 -59 -60 • -61; 

net domeertic product 
at market prices 13002 13328 13131 1I1066 1U355 15371 

i.U private consumption 10957 10927 11U61 ' n85ii 12015 12918 

1,5 general govemmait 
expenditure 932 980 1051 1098 1121; 11140 

1,6 n ^ domestic capital 
formation 

i ) construction 607 702 703 618 715 773 

i i ) machlhery & equlFPient 388 5b2 535 U13 U76 588 

i l l ) sto cks 190 553 68 399 2hh 369 

1,7 exports of goods & sar\i.ces 863 826 8U8 789 835 737 

1,8 imports of goods & services -855 -1162 -1535 -1103 -10 5U -laoii 

expaidltiire on domestic 
product at market prices 13082 13328 13131 Ili068 1U355 15371 

Net Domestic Product at 196[i-6l Prices 
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Table A-2 

National Inoome at 196O-61 ibices 

(rupees crorea) 

itaa 1 9 5 ^ 1956-7 1 9 ^ - 8 1958-9 1959-60 I960-.I 

2.1 oompaisation of employees 39U2 38U7 3866 li066 Uo59 hk3$ 

2.2 Income from self employmait 6263 63liO 59U9 6233 6013 

2.3 inoome froai business & 
property 1996 2216 2li85 2723 316U 3781 

trafer effect of indirect 
taxes and subsidies "127 -75 ^15 -31 • hh -
n0t national income iao7U 12328 12285 12971 13280 1U215 

2.5 net dc»nestic product at 
factor cost 12069 12302 12102 12983 13255 1U19C 

2.6 net factor income from abroad 85 96 86 57 h6 25 

2,7 trading gain -.80 -70 •97 -21 -
net national product at 
factor cost iao7U 12328 12285 12971 13280 11^215 

Table A-3 

Capital Formation at 1960-6I iVices 

(rupees crores) 

itan 1955-6 1956-7 1957-8 1958-9 19^-60 1960-1 • 

3.1 net domestic capital formation 1185 1757 1306 lU30 1U3S 1730 

3.2 surplus.at currait account • 13 -310 «326 -I9U -3?2 

net capital formation 1198 1UU7 802 mh 12U1 1338 

3.3 net saving 1198 802 110li 12m i33e. 
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Toble ^ 

Cbnsumptiun at IJiSO^l Prices 

(rupees crores) 

iton ^^$^6 iy55-7 1957-8 1958-9 1959-60 I960-I 

U.I private consumption 10957 10927 •.lli6i 11851:1 12015 12918 

gaiaral government expaiditure 932 960 1o5l 1098 112U IllK) 

net saving r 9 8 ^ 7 802 IIOU 12m 1338 

national expenditure 
1U056 Iii380 15396 at marieet prices 13087 133?i 13311; 1U056 Iii380 15396 

compensation of employees 39U2 38U7 3866 I1066 li059 UU35 

k.S income from self onployment 6263 63iiO ^U9 6213 6013 5999 

k 6 income from business & property 1996 2216 2U85 2723 316U 3781 

U.7 indirect taxes 1070 1080 1087 IIUU 1166 12U5 

U,8 subsidies -57 -.5U -.58 -59 -60 

U.9 traisfer effect of indirect 
taxes and subsidies -127 ^75 - 1 5 •̂31 M 

net national product 13087 1335U 1331U 1U056 1U380 15396 

Table A-5 

Sxternal Transactions at I960-6I Prices 

, (rupees crores) 

itau 1955-4' 1956-7 1.'57-'8 1958-9 1959-60 1960-1 

5.1 exports of goods & services 863 826 8U8 769 835 787 
5.2 net factor income from abroad 85 86 SI U6 25 

5.3 tra<iing gain -80 -70 f97 . - 2 1 

receipts from abroad 868 852 1031 777 860 812 

imports of goods & services 855 1162 1535 1103 I05I4 I20U 

5 . 5 surplus at current account t13 -310 -5oU -326 -I9U -392 

disposal of receipts from 
nbrnad fi68 852 1031 777 860 812 
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Table B-1 

Price/Volume JUitilces used for deflation 

a 
gaieral 

b 
consumer 

c 
price 

3 
government 

e 
price index for 

yeaiT t^olesale 
price 
Index 

price 
Index 

index for employees 
oonsumer index 
goods 

cons-
tinjction 

machinery stocks 
& 

equipmait 

7U.0 77.6 82,3 85.3 8i4.7 88,0 7 4 . 2 

8U.3 . 86,5 93.0 88,8 87.0 88.6 8ii.6 

195T-59 86,8 90.5 93.2 91.6 91.0 91.U 85«3 
1958-S' 90.U 95.U 98.0 96.U 9U,5 93.2 9U.8 

1 9 ^ - 6 0 93.8 99 .1 98.6 99.5 95,7 95.6 95.5 
196(M1 100 100 100 100 TOO XX) 100 

Indices continued 

!• i. 

yeaP 

i 
a)qx>rt 
price 
index 

f 
import 
prloei 
index 

• • ^ 

export 
volume 
index 

f 
import 
volume 
index 

pii.ce price 
index index for 
for go- indirect 
vernment taxes 
expend!-
turo 

1955-56 87,7 96.7 103.9 7 9 . 6 77.2 65.5 

1956-?? 92.2 100.B 100,0 90.7 80,6 73.7 
:95"^-58 9U.7 85.0 101,3 139.8 87.5 86.2 

195&-59 9 1 .3 100.0 100,5 9U.9 90.2 87 .U 

1959-60 93,3 95.-9 103.9 101.1 92.5 96.0 

1960-61 TOO 100 100 100 100 100 

3 t e s t - a. Economic Adviser* a, base year 1952-3, 
b . Base year I95fc>-1, takoi from 'Studies on the distribution of Income 

aid levels of l iving, C.S.O. p,V-10, 
c» 1957-8 weights are used (vide paper by Qhar aid others), 
d. IndeK of tota l employees with the base 1960-1, 
e. Base year i s 1960-*1 (vide paper by Tlwairi and others), 
f. Original base year i s 1958, o f f i c i a l index, revised series. 

http://pii.ce
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Table 

Summary of itoa-wise D&flaCion Procedure 

item procedure 

1.1 net domestic product 
1.2 indirect taxes 

1.3 subsiciles 
1*U private consumption 

1»5 gmeral government 
expaiditure, 

1.6 capital formation 

1.7 exports of goods & services 

1̂ 6 imports of goods & services 

2,1 oonpensatlon of employees 

2»2 Income from self emplo^ent 

2,3 income from business & 
property 

2.U traasfer effect of indirect 
taxes and subsidies 

2.6 net factor income from 
abroad 

2.7 tracttng gain 

3«7 surplus at current account 

3.3 net saving 

residual entry 
customs duties by export aid import volume indtoaoj? .5 
excise duties b y volume indices of products 
l iab le to tajc; aid the rest by the implicit 
price index for gaiaral private consumption. 
implicit price index for pii-vate consumption*. 
Combined iiidax for commodities aid services consumed 
(vide paper by Dhar aid others). 
wage and salaries c»mponait extrapolated by the 
index of general government onployees aid the 
rest by the general wholesale price Index* 
by the appropri.ate wholesale price indices for 
construction, machinery aid oquipmait aid stotics 
separately (vide paper by Tiwari and others). 

by^o!f?iclal price(unit) index of exports. 

by the o f f ic ia l prlce(unit) index of imports, 

by Ali-Indip consumer price index, 

by the goieral wholesale price index ( A l l India)* 

reslfSial aitry^ 

estimated as difference between figures deflated by 
that under 1,2 above aid by implicit price IndeK 
for general government consumption, 

by the o f f i c ia l import price (unit) index, 

estimated by using import aid export price Indices 
as pex- fomula export ( I ) - ( I ) ; rfiare I^aid 

Pg are the import aid eocport price Indices 
resp6;ctively, 

by export price index for 1955-6 aid import prtoe 
indac for 1956-7 to 1960-I, 

residual entry. 

In accounts h aid 5 the above maiticmed items sppegF again and haiee the 
deflation procedure i s also the sane. 
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Table 11.3 

1» Net Domestic Product 
(at carrmt prices) 

(rupees crores) 

item 1955-6 1956-7 19^-e 1958-9 1959-60 1960-1 

1*1. net dcmiestic product at 
factor cost 

1.2 J g ^ e c t taxes & fees 

1»3 /subsidies 

9930 
701 

- 17 

11300 
796 

- 29 

IliiOO 
937 

- 5b 

12620 

1000 

- U9 

12970 

1113 
- 55 

IU19O 

12U5 

- 6i; 

net dc»nestlc product at 
market prices 1066/i 12067 12287 13^1 1ii028 15371 

Uk private consumption 9018 10162 10682 11617 i m 7 1291B 

general govenmiait expaiditure 730 790 92D 990 10i40 I lk) 

1.6 net capital formation 

1) construction 5lii 611 6Uo 5au 68li 773 

11) machinery & equipmait 3Ul hk$ U69 385 U55 588 

i l l ) stocks 1U1 ii68 58 3?8 233 369 

1.7 exports of goods & services 19! 762 803 720 779 787 

1.8 imports of goods & services - 827 -1171 -1335 -1103 •*1010 -I20U 

expaidlture on net domestic 
product at market prices 10661 12067 12287 13^1 1itf)28 15371 



TabXe rU2 

2. National Inoome 
(at ourroit ]r\rices) 

(iT-poes crores) 

itan 1?5S-6 1956-7 1957-8 1958-9 1959--30 1960-1 

a. 

2.1 compensation of onployees 3059 i323 3u99 38?9 ^ 2 2 i4ii35 

2.2 income from self-anployment î 638 5 A 5 5163 56l6 5635 '9)99 

2.3 ilncome ftom business & property 2365 2724 2811 3l82 5358 37.81 

net national income 1006^ 11397 1lU?3 12677 13015 lU2l5 

2«i4 net domestic product at 
factor cost 9980 11300 ILIIOU 12620 ^'970 1U290 

2,5 net factor inccane ft»om abroad 

i ) investment income 00 09 - 0^ 30 - 33 - U8 
U ) donations 82 86 '7G ~ 77 78 73 

net national income at 
factor cost 10062 11397 11U73 12677 13015 lU i i r 

Table D-3 

3f Capital Foi-ffiation 
(at curraiit pricesT 

( r u p e e a Q -o r e s ) 

item 1 9 5 5 ^ 19^-7 1957-3 1958-9 1959-60 1960-1 

3«1 net domestic capital formation 

i ) construction 51U 6.1 6iiO 58U 68U 773 
i i ) machinery & oquiFment M\ Uii5 ii89 365 U55 588 

i l l ) stocks iUl li68 58 378 233 369 

iA. surplxos on currait account 12 -312 -Ji29 -̂ 326 -186 

net c « ^ t a l formation 1008 1212 753 1021 1186 1338 

net saving 1008 1212 758 1021 1186 1338 
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Table nJj 

Private Consumption 
( at current prices) 

(rupees crores) 

item 1 9 5 ^ 1956-7 1957-8 1958-9> 19^-60 1960-1 

U .1 private oonsumption 9018 10162 10682 11617 118U7 12918 

U.2 general government eoqaenditure 730 790 930 990 lOliO llljO 

li.3 net saving 1008 1212 758 1021 1186 1338 

net national expenditure 
at mat^et prices 107U6 1216U 12360 13628 11j073 15396 

li.U oompaisation to anplcyees 3059 3328 3U99 3879 ii022 

i;.5 Income frm se l f anploymait U638 53U5 5163 5616 5635 ^999 
U.6 inosme frcan business & property 2365 27 2U 2811 3182 3558 3781 

indirect taxes & fees 701 796 937 1000 1113 12U5 

subsidies - 17 - 29 - 5b - h9 - J5 ^ 6U 

net national product 107U6 1216U 12360 13628 lli073 1539S 

Table IU5 

5« Bxtemal Traisactions 
(at current prices)"" 

item 1955-6 1956-7 19^-8 1958-9 1959-60 1960-1 

5.1 exports of goods & services 757 762 803 720 779 787 
5.2 net factor inoome from abroad 82 97 73 U5 25 

receipts from abroad 839 859 876 111 a2U 812 

5.3 imports of goods & services 827 1171 1305 1103 1010 I20U 

SM surplus at current account 12 -312 -U29 -326 -186 -392 

disposal of current 
receipt from abroad 839 859 876 777 821* 812 
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A NEitf APPROACH TO THcl PROBUiSM OF DEFi^ATIi^G 
M l O W A i i INCOME 

3 ,Sabramanlan and G.D.Mathur 

The importance of o b t a i n i n g n a t i o n a l income and 
r e l a t e d a g g r e g a t e s at constant p r i c e s from the v iew po int of 
economic a n a l y s i s , f o r e c a s t i n g and econoiiiic p l ann ing can 
h a r d l y be e x a g g e r a t e d . As t h i s i s a ve ry vas t f i e l d , the 
purpose of the p resent paper i s only to touch apon one 
important aspect^ namely, the de t e rm ina t i on of the net; domestac 
product a t f a c t o r cos t (by i n d u s t r i a l o r i g i n ) f o r commodity 
p r M u c i n g s e c t o r s at constant p r i c e s . 

The methods a t p resent i n vogue depend on the a v a i l a b i 
l i t y of s t a t i s t i c a l d a t a . I n the s i ng l e i n d i c a t o r method, 
e i t h e r the net va lue added i s c a r r i e d forward by an index of 
i n d u s t r i a l p roduc t i on or the cu r r en t net va lue added i s 
d e f l a t e d by a p r i c e index.. I n both these ca se s j the assumption 
i s t h a t the input -output r a t i o s remain constant over the 
g iven pe r i od of t ime. The method of p r e p a r a t i o n - o f quant i ty 
indexes i m p l i e s an assumption of homogeneity i n the component 
p r i d u c t s of -a c l a s s or comparable movements i n a l l component 
p roduc t s , which assumption may not a lways be v a l i d . I n 
d e f l a t i n g by p r i c e indexes i t i s assumed that p r i c e s of 
component products move more a l i k e than t h e i r q u a n t i t i e s . 
Accord ing t o the double i n d i c a t o r method, both the inputand 
output of each i n d u s t r y i n any year are es t imated at base year 
p r i c e s and the d i f f e r e n c e g i v e s the r equ i r ed es t imate of net 
ou tput . I n p r a c t i c e , n e v e r t h e l e s s , i t i s d i f f i c u l t to o b t a i n 
c A r r e c t l y the inputs at base year p r i c e s f o r each indus t ry^ 

I t i s sugges ted , t h e r e f o r e , tha t f o r each i ndus t r y 
net value added at cu r r en t p r i c e s may be d e f l a t e d by the un i t 
net va lue added (net value added per un i t of g r o s s p h y s i c a l 
p roduct ) and then the r e s u l t s summed up over a l l i n d u s t r i e s . 
T h i s method i s l i k e l y to pn^vide a b e t t e r est imate and more 
d e t a i l e d i n f o n n a t i o n than e i t h e r b r i n g i n g forward the base 
pe r i od net va lue added by means of an index of p roduc t i on or 
by d e f l a t i n g the cu r r en t net value added by an index of 
p r i c e s . Some examples to i l l u s t r a t e the procedure suggested 
a r e - g i v e n i n the Appendix^ 

We a r e timjitfui to S h r i Sumer Chand f o r malting the 
c a l c u l a t i o n s shown i n the Appendix . 
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a P P S N D I X ^^..^^u^ 

Let "VojWo be the net va lue added and the t o t a l quant i ty 
of p roduct ion f o r an i o i u s t r y i n the base year ( say 1955 ) . 

Then l a - = Pn " value a d d e d per un i t of p h y s i c a l ou tpu t . 
qo 

S i m i l a r l y l e t V , q b e the net value: added and the t o t a l 
quant i ty o f product ion for the same indus t ry i n the cu r r en t 
year ( s ay 1953 ) . 

Then Vn = Pn 

According t o t h i s method the va lue added dur ing the cu r r en t , 
per iod a t base vear u n i t - v a l u e added per un i t of ' output i s "* 
g ivey by ( | n ^ ^ ^ 

(1 ) Jute T e x t i l e s 

T o t a l va lue auaea uux-xiig 1955: Hs.370.09 m i l l i o n 

T o t a l p roduct ion of j u t e manufactures 
^ du r ing 1955: 1.039722 m l i l i o n tens 

Valu^ added = 970.09 = Rs .359 .41 p e r ton . 
t o t a l product ion 1.029732 

T o t a l value/added i n 1958 \ R3k413.86 m i l l i o n , 

T o t a l p roduct ion i n 1958 : 1.042139 m i l l i o n tons 

Value added " ' = 413.S6 = R s . 3 9 7 . i 3 per ton" 
T o t a l quant i ty of 1.042139 

product ion 
Value added dur ing 1968 a t 1955 p r i c e s : 

^ 369.41 = Rs .374.56 m i l l i o n 

( 2 ) i t o t s h e s ! 

T o t a l v a l u e a d d e d d u r i n g 1955i Hs.31.97 m i l l i o n . 

T o t a l p r o d u c t i o n o f . m a t c h e s : 27.25 m i l l i o n g r o s s . 

V a l u e added . 31.92 - • , 
P r S d u c t i o n T t o t a l ) " " ^ ^ . 1 , 17 p e r g r o s s . 

V a l u e a d d e d d u r i n g 1953 : R s . 4 7 . 3 6 m i l l i o n 

T o t a l p r o d u c t i o n o f m a t c h e s ; 28.47 m i l l i o n g r o s s 

ffiHfi^cUoa= i t f - ^^'^-^ g r o s s . 
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Value added d u r i n g 1953 a t 1955 p r i c e s = 

47 36 " 
X 1.17 = Rs .33 .38 m i l l i o n 

( 3 ) a i e c t r i c Fans 

T o t a l va lue added du r ing 1965 = Rs .13.87 m i l l i o n 

T* t a l :^uantity o f P r oduc t i on : 169904 N-^s. * 

T o t a l P r educ t i on 169904 ^ s . s i . b J per l a n 

To t a l va lue added d u r i n g 1958 ; R s . l 4 . 2 8 m i l l i o n 

T o t a l (Quantity of P r o d u c t i o n : 325236 ^ 0 3 . 

YnlUf^ fi^^Q^] = J 4 ^ = Rs.43 91 ne-r f an " 

T o t a l Pr'>ductaon «g^5236 " s . ^ J . y i pe r l a n 

Value added dur ing 1953 at 1956 p r i c e s J 

^ 81.63 = Rg.26.25 m i l l i o n 

(4 ) Sewing i-tochines 

T o t a l va lue added d u r i n g 1955: R s . 1 3 . 4 3 • m i l l i o n 

Tf*tal C^uantity of P r o d u c t i o n ; 112633 NpSc, 

P r oduc t i on 

T o t a l v a l ue added du r ing 1958: Rs .29 .25 mi l i i ' ^n 

T o t a l Quant i ty of P roduc t i on : 217921 Nos . 

Value added ^ .Sga.^^ = us 134 22 oer mAchine T o t a l P r o d u c t i o n 217921 ^^s-xd^.^^ per maciiine 

Value added dur ing 3_958 at 1955 p r i c e s : 

^ ^ ' S o A ^ o o ' * ' ^ ' ' ^ ^ ^ H s . 2 5 , 9 9 - m i U i o n l o ^ • ~ " " 

(5) Sj^g^V 

T o t a l va lue added d u r i a g ' l 9 5 5 J Rs .292 .2 m i l l i o n 

-Total P r oduc t i on d u r i n g 1955s 1.72 m i l l i o n tons 
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(7 ) Bi9ygj.e? 

T o t a l va lue added du r ing 1955: Rs .30 .9 m i l l i o n 

T o t a l Quantity of P roduc t i on : 0 .60 m i l l i o n Nos . 

T o t a l P roduc t i on 0.50 ^ s . b i . b per oiGycie 

T o t a l va lue added du r ing 1963: Rs .39 .3 m i l l i o n 

T o t a l Quantity of P roduc t i on ; 0 .70 m i l l i o n Nos . 

Y ^ lne adrigtl ^ ^Su^ ' = Ra 14 oer b i c v c i e 
(Quantity of P roduct ion 0.70 ^ 3 ' t 3 0 . l 4 per o i c y c i e 

Value added dur ing 1958 at 1955 p r i c e s 

^ ^ ' 5 6 . 1 4 ^ ' ^ " ^ ^ - ^ ^ ' ^ ^ m i l l i o n 

„ - - S f ^ = R 3 a 6 9 . 3 3 p e r - t o n 
To t a l P roduct ion 1.72 ^ 

T o t a l va lue added dur ing 1958: Rs .361 .5 m i l l i o n 

T o t a l P roduc t i on : 1.70 m i l l i o n tons 

Y a l u g a d d | a = = R s . 2 1 2 . 6 5 per to r 
T o t a l P roduc t i on 1.70 

Value added du r ing 195S a t 1955 p r i c e s ; 

361.6 X = Rs .283.69 m i l l i o n 212.65 - ~ ' 

( 6 ) 

T o t a l va lue added du r ing 1955: Rs .49 ,5 m i l l i o n 

T o t a l quant i ty of P roduc t i on i 86411 tons 

l<^l^\ n ^ i r = IM t = Rs .579 .65 per ton T o t a l P roduct ion 86411 ^, 

T o t a l va lue added du r ing 1958: R3.76,2 m i l l i o n 

T o t a l (quantity of P r o d u c t i o n : 101682 tons 

Y a j u e at^ggd = 2^— = R s . 7 4 9 . 4 0 pe r ton 
T o t a l - P r o d u c t i o n 101632 ^ 
Value added dur ing 1958 at ,1955 p r i c e s : 

• X 579.56 = Rs .58 .93 m i l l i o n 



( 8 ) Vegetab le O i l s f e y . - l a d 1 n f 7 e d i b l e Hydro^en^ted oila) 
T o t a l va lue added du r ing 1955: Rs .56 .82 m i l l i o n 

T o t a l Quantity of P roduct ion : 0.77 m i l l i o n tons 
(Re f l r ^d and unre f ined ) 

T o t a l P roduc t i on 0.77 Rs .73 .79 per uon 

Value added du r ing 1958 : R s . S 9 . 3 i m i l l i o n 

T o t a l Quant i ty of P roduc t i on : 0 .50 m i l l i o n tons 

Yalug ^Mp, = 6 ^ , Rs, 138.52 per ton 
T o t a l P roduc t i on 0.50 

Value added du r ing i^58 a t 1955 p r i c e s : 

l H ^ X 73.79 = Rs .3c .90 m i l l i o n 

(9) Cot ton T e x t i l e s 

T o t a l va lue added d a r i n g 1955: Rs.1625.66 m i l l i o n 

T o t a l P roduc t i on of co t ton c l o t h : 4692.14 m l i l i o n yards 

TQt^al va^i^e adde4 ^ i ^ g^ t6^ = Rs 0 3465 oer yard T o t a l P roduc t i on 4692.14 Ks.C).cJ4bO per yara 

T o t a l va lue added du r ing 1958: Rs ,1353.40 m i l l i o n 

T o t a l P roduc t i on of c o t t o n c l o t h : 3345.98 m i l l i o n yards 

I f l i ^ - ^ a i ^ S - ^ d - e i = Hs.0.3519 per yard 
T o t a l P r oduc t i on f j 

Value added du r ing 1958 at 1955 p r i c e s : 

"̂̂ 11*̂  X 0.3465 Rs, 1332.35 m i l l i o n 

ClO) a d i b l e Hvdrogenated O i l s 
T o t a l va lue added du r ing 1955: Rs .45 .77 m i l l i o n 
T o t a l quant i ty of p roduc t i on : 237,307 tons 

i y j i e _ | M £ l _ _ = 4$,7? • = as .192 .37 p e r ton 
To ta l ProQuct ion 237,307 ^ 
T o t a l va lue added du r ing 1968: a s . 4 9 . 9 5 m i l l i o n 

T o t a l Quant i ty of Output i 243,512 tons 

Value added = ^ 9 ^ , 9 ^ = Rs .200.92 per tan 
T o t a l P roduc t i on 248,612 ^ 

49 95 
Value added dur ing 1953 a t 1955 p r i c e s : 2QQ^g2 ^ 

192.87 = Rs .47 .95 m i U i o n 
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GEHIAIN THOUGHTS CN THii J S F I I K T I O N OF NiillONAL 
PHODUJT IN INiilA 

M. Makherjeo and Bina Roy 

1. According t o I n d i a n o f f i c i a l n a t i o n a l incotae s t a t i s t i c s , 
t h 3 r a t e of growth o f - n e t n a t i o n a l . prod act i n r e a l t e r a s was 
3.7 per cent per year du r ing the pe r iod 1950-51 to 1960-61 , and 
tne ra te of growth ox' per c a p i t a na t i ona l income was 1,7 p e r cent 
per year over the sa'oie p e r i o d - The ob j ec t of t h i s b r i e f paper 
i s t o a s s e s s these f i n d i n g s and to sCudy whether there i s any 
ove re s t i i iation or underes t imat ion invo lved i n these and r e s u l t s 
pub l i shed i n o f f i c i a l s ou r ce s . 

2. Be Core we t ack l e the proble.ii, i t i s necessary t o 
cons ide r three genera l p o i n t s . F i r s t , we do not propose t o 
probe deep ly in to the o f f i c i a l procedure of e s t i m a t i o n of r e a l 
product year a f t e r y e a r / The procedure i s admitted ly 
da f - ^c t ive , p a r t l y because of l a c k of s u i t a b l e d a t a - But a 
d e f e c t i v e procedure appj led tc s e c t o r a l esti:r:iation can g ive a 
reasonab ly accurate g l o ba l resuj-t s ince e r r o r s a s s o c i a t e d w i th 
s e c t o r a l e s t imate s may have a b a l a n c i n g e f f e c t on the a g g r e g a t e . 
Our • r e f e rence to the s e c t o r a l e s t i a i a t i on procedure w i l l be only 
i n c i d e n t a l , and we w i l l be aiainiy concerned with the end 
r e s u l t ; the o v e r a l l na t i ona l inco:ne d e f l a t o r , and the movQaif.nt 
of the na t iona l product as^whoie . F r o a t h i s , i t f o l l o w s that 
our judgement i n the J i a t t a r has to be b a s e d , at l e a s t p a r t l y , 
o h ' C e r t a i n b o d i e s of e x t e r n a l e v i dence . Second , our a t t e n t i o n 
w i l l be p r i n c i p a l l y focussod on the movement of r e a l n a t i o n a l 
product as an independent f i n d i n g . The same rate of growth of 
r e a l product can be obtained from a s e r i a s of na t i ona l income 
e s t i ^ t e s a t cur rent p r i c e s showing a r a p i d l y r i s i n g trend and 
a sh:..r::ly r i s i n g d e f l a t o r s e r i e s , and an inco^ie s e r i e s i n 
curl^ent p r i c e s showing a jaoderately r i s i n g trend coupled w i t h 
a : : .oderately r i s i n g d e f l a t o r s e r i e s . VJe do not propose t o 
cons ider here the p r o b l e a of the accuracy of the est imate of 
the r a t e cf growth of incoae a t current , p r i c e s , and w i l l be 
s a t i s f i e d even i f we f e e l that the rate of growth of n a t i o n a l 
product a t cu r rent p r i c e s and the i m p l i c i t d e f l a t o r are b o t h 
f a u l t y but tha u l t imate outcome of t h e d e f l a t i o n p r o c e d u r e , 
the r a t e of growth of n a t i o n a l product in r e a l t e r a s , g i v e s a 
d iment i ona l l y reasonab le p i c t u r e . F i n a l l y , wh i l e our i n t e r e s t 
l i e s both on- the ra te of growth of n a t i o n a l product and the 
rate of grovth of per c a p i t a p roduct , our study of the r a t e of 
growth of p o p u l a t i o n w i l l bc: a cu rso ry one. 

3. We may note i n the beg inn ing tha t the o f f i c i a l r a t e of 
growth of n a t i o n a l product i n r e a l terms d u r i n g tha post 
independence pe r i od i s unprecedented i n the Ind i an econouic 
h i s t o r y . There has not been a s i n g l e decade i n past hundred 
years; i n which na t i ona l product grow a t such a h igh r a t e . 
Such a c l a i m , however, cannot be made i n r e spec t of per c a p i t a 
r e a l product because i t i s p robab ly not impos s i b l e to f i nd a 
decade i n the f i r s t quar ter of the 20th century du r ing which 
per c a p i t a - p r o d u c t improved a t a comparable r a t e . Nex t , 
i n t e r n a t i o n a l eomparisop. i n d i c a t e s that tha I nd i an post i n d e 
pendence r a t e of growth of both n a t i o n a l product and per cap i t a 
^ w i o n a l product i n r e a l ter:ns f a l l short o f the pos t 
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World War I I p e r f o r m n c e of most of the important n a t i o n s . 
Th3 I n d i a n post Independence r a t e a l s o f a l l s short of the l ong 
per iod r a t e s of growth of s e v e r a l na t ions i n which n a t i o n a l 
product i n r e a l t e r a s has grown f a i r l y r a p i d l y and i s 
d imont iona l l y s i . a i l a r t o or .aoro than l ong pe r iod r a t e s of* growth 
of a na..iber of advanced c o u n t r i e s . But l ong pe r iod r a t e s of 
advanced count r i e s comprehending v a g a r i e s of bus ines s c y c l e s 
and e f f e c t s of world Wars are not coiaparable wi th I n d i a n post 
ir^ependence perfor-nance. To sum up , I n d i a n post independv3nco 
rate of growth does not appaar t o be s p e c t a c u l a r l y l a r g e aga inst 
I n d i a ' s past performance, and should p robab ly be regarded as low 
aga ins t genera l i n t e r n a t i o n a l performance du r ing the Post World 
War I I p e r i o d . The above evidence i s p robab ly not important i n 
our ques t , but i t a t l e a s t sugges ts that the c l a ims ;nade i n 
our o f f i c i a l data are dec ided ly modest. A good d e a l of 
d e l i b e r a t e e f f o r t has beenr put i n du r ing the post independence 
per iod f o r the improve:ient of the r a t e of growth of the 
na t i ona l p roduct , and one would not have bean su rp r i s ed had 
the r a t e of growth been cons i de r ab l y h i g h e r , 

4 . For the commodity producing sectors^ the d e f l a t e d s e r i e s 
in I n d i a are g e n e r a l l y obtained by the a p p l i c a t i o n of the base 
per iod cost r a t i o on the v a l u e s of output couputed at b-:ise 
per iod p r i c e s . E r r o r s here may, t h e r e f o r e , a r i s e out of three 
r e a sons . F i r s t . l the p h y s i c a l cocLiiodity s e r i e s themselves may 
be f a u l t y . For example, the inc rease i n a g r i c u l t u r a l p roduct ion 
dur ing 1951-52 to 1953-54 as reported i n o f f i c i a l s t a t i s t i c s , 
may be too h i gh . "But a probe i n t h i s matter has shov;n that the 
g l o b a l e f f e c t on the r a t e of growth on n a t i o n a l product du r ing 
tho docade wouljd be quite smal l even i f the r a t e s of growth of 
f oodg ra ins p roduct ion between 1951-52 to 1952-53, and 1952-63 
t o 1953-54 ar^ ha lved . Since . 1953-5^, the N6S e s t imate s of 
consumption of f oodgra ins g e n e r a l l y co r robora te the movements 
i n the o f f i c i a l p roduct ion -nc a v a i l a b i l i t y d a t a , and can be 
taken as reasonb ly a c c u r a t e . I t i s granted that p r o d u c t i o n 
data of reasonab le accuracy do not cover the e n t i r e a g r i c u l t u r e 
s e c t o r , but by and l a r g e , the e s t imato r s are u s u a l l y c au t i ou s 
r a the r than op t im i s t i c ^wh i l e producing e s t imates based on un-. 
c e r t a i n m a t e r i a l . Second, when the commodity composi t ion of 
the product gets more and more v a r i e d , c e r t a i n p r i c i n g 
d i f f i c u l t y a r i s e s .for e v a l u a t i o n of new p r o d u c t s . , A l s o , . 
thei*e i s a chance that some, of the new commodities are missed . 
The e f f e c t of the l ^ e r would be t o d e p r e s s the r a t e of 
growth, and i t i s not impi-obible that r e a l r a t e of growth of 
i n d u s c r i a l product ion i s somewhat underest imated because of 
t h i s . Regarding f o r a e r , i f a p r i c e index number based on o ld 
commodities i s used to d e f l a t e a cu r r en t pe r iod agg rega te of 
new output , i t i s not u n l i k e l y that the d «a f l a t lon l e a d s t o 
30113 overest i^aat ion of the r a t e of growth because the new 
products are l i k e l y to have h i gher p r i c e s than a s i m i l a r o ld 
p roduct s covered by the p r i c e i r ^ e x number. T h i r d , e r r o r s may 
a r i s e out of both d i f f e r e n t i a l movements i n input and output 
p r i c e s and the f a c t that cos t r a t i o s , cons idered i n p h y s i c a l 
t e rms , haVe a c t u a l l y undergone some change d u r i n g the pe r i od 
under c o n s i d e r a t i o n . I t i s p robab ly true that Inputs p r i c e s 
inc reased more sharp ly than the p r i c e of output I n the 
manufactur ing i n d u s t r i e s s ec to r dur ing the pe r i od under review. 
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I f t h i s i s t r u e , the v i i u e aaded would.have shown a sharper 
r i s e had a double d e f l a t i o n ^-ethod been app l i ed than i n the 
procedure a c t u a l l y used, ^hus , there i s so,:ie chance of 
un^e re s t i i i a t l on ^in t h e o f f i c i a l osti i i iates a c t u a l l y u t i l i s e d 
on t h i s count . I n so ..-,xr a s .iianufacturing i n d u s t r i e s are 
concerned, the o f f i c i a l e s t i ^ i a tes a a k e use of the cos t r a t i o s 
r e l a t i n g to the cu r rent p e r i o d and hence no d i f f i c u l t y a r i s e s 
out of t h i s . For exaap le , i f vp . lues a d d e d qt cu r r en t p r i c e s 
are d e f l a t e d by an index number of output p r i c e s o n l y , a l l the 
e r r o r s a r i s e only out of the d i f f e r e n t i a l aovcnionts or input 
and output p r i c e s . 3 u t f o r t h e other coroaodity produc ing 
s e c to r s I n which base per iod cos t r a t i o s have been used , f o r 
example, i n a g r i c u l t u r e , some o v e r e s t i n a t i o n of t h e r a t e of 
growth of r e a l n e t output a a y a r i s e . b y adopt ing t h i s procedure 
because w i th rap id .growth of output and I n c r e a s i n g d i v e r s i t y 
of p r oduc t i on , che c o s t r a t i o s .nay have a tendency to i nc r ea se 
over t ime- The e f f e c t o f d i f f e r e n t i a l movements i n output and 
input p r i c e s have n o t b e e n s tudied f o r these s e c t o r s , but 
s ince inputs he re a re u s u a l l y a r e l a t i v e l y 3:nall p a r t of the 
Value of output and a i s o ar^ p a r t l y s e l f s u p p l i e d , the e f f e c t 
cannot p o s s i b l y be very l a r g e . But p o s s i b i l i t y of some 
ove r e s t ima t i on of t h e r a te of growth cannot be r u l ed out 
comp le t e l y . 

6 . I n most of t h e other s e c t o r s , the genera l procedure 
used i n o f f i c i a l e^t i .na i : ion h a s been to c a r r y forward the base 
pe r iod est imate o f va lue a d d e d by an i n d i c a t o r of p h y s i c a l 
ou tpu t . The a c t u a l e x e c u t i o n , however , s u f f e r s fro^i l a c k of 
a v a i l a b i l i t y of s u i t a b l e d a t a and a study of the procedure 
does not enab le one to f o r a any no t i on about the nature of 
b i a s e s invo lved i n the e s t imates of s e c t o r a l r a t e s of g rowth . 
The es t imates a t cu r rent p r i c e s are a l s o very weak i n many 
of the s e c t o r s . Thus', i t i s only p o s s i b l e t o :nake a g ene ra l 
a p p r a i s a l of the s i t u a t i o n r e .nore or l e s s on no t i ona l 
g r o u o i s . I t i s a lmost c e r t a i n that bo th cu r rent p r i ce and 
the constant p r i c e es t l i aa tes of t h e r a t e of growth f o r 
p r o f e s s i o n s and l i b e r a l a r t s ex t i i b i t soaie overe s t i j i a t i on 
Some smal l o v e r e s t L i a t i o n i s a l s o invo lved i n the rate of 
growth of t h e p u b l i c ad a i n i s t r - i t i o n sec to r i n r e a l terms 
because here the va lues added r.t cur rent p r i c e s are taken to 
be i d e n t i c a l w i th t h e v a l u e s -Tiddcd i n r e a l terms. On the 
other hand, there i s l i k e l y t o be soae. u n d e r e s t i a a t l o n invo l ved 
i n the sec tor s a a l l e n t e r p r i s e s - the only commodity produc ing 
sec tor i n which the d e t a i l e d procedure i nd i c a t ed i n the 
e a r l i e r para^^raph could not be used f o r purposes of d e f l a t i o n 
fo r l a ck of d a t a , Irviex nua te r s of p h y s i c a l outputs of s eve ra l 
Components of t h i s sec tor shcv a much l a r g e r r a te of growth 
than the d e f l a t e d s e r i e s inco rpo ra ted i n the o f f i c i a l estiJiate?;^ 
The r a t e of growth of t r ad in? income i m p l i e i t i n the o f f i c i a l 
est i ;Tiates a l s o i s p robab ly too s r ia l l because t h i s imp l i e s a 
d e c l i n e of the share of tradin^^ Irt na t i ona l output a t constant 
p r i c e s , an u n l i k e l y cont ingency i n p resent day I n d i a . The 
other s e c to r s are r e l a t i v e l y sma l l . But h e r e , the e s t imates 
i n r e spec t of r a i l w a y s and conrauni c a t i ons should be d imen-
s i o n a l l y c o r r e c t . The r e i a i n i n g s e c t o r s , about which we havo 
l i t t l e i n s i g h t , do not e x h i b i t t r ends which a re obv ious ly t o o 
h i g h . 



6, T h i s carBory and very b r i ^ f a n a l y s i s of the o f f i c i a l 
procedure of d e f l a t i o n does not enab le us t o d i s cove r any 
reason wfhy the r a t e of growth of agg rega te product should be 
e i th . -T toe h igh or t oo low. Some o f the f a c t o r s cons idered 
have a tendency of p u l l i n g up the r e a l rate of growth wh i l e 
some other f a c t o r s have an opposite e f f e c t . J-udgrng 
q u a n t i t a t i v e e f f e c t s of s e v e r a l f a c t o r s , i t I s not p o s s i b l e 
to accept a hypothes i s that the r e a l r a t e of growth g iven 
i n the o f f i c i a l s e r i e s i s cveres t ln ia ted . On the other hand, 
wh i l e there i s some susp i c i on of a smal l u - iderest lmat lon , 
i t i s almost Imposs ib le to e s t a b l i s h t h i s on the b a s i s of 
a v a i l a b l e ev i dence . tJnder the c i rcumstances , one has to 
accept the r a t e of growth of the o f f i c i a l s e r i e s as a d i -
HKinsionally c o r r i c t estiuiate on the b a s i s of evidence 
considered so f a r . F i n a l l y , f o r the peri-sd 1953-54 onwards , 
the e s t imates of household consumption expenditure based on 
the succeeding r m n d s of the N a t i o n a l Sample Survey g ive a 
picti;.rG i/hloh i s cons i s t en t wi th the ra te of growth 
e x h i b i t e d . b y the o f f i c i a l Income s e r i e s . 

7a A c o n s i d e r a t i o n of the e f f e c t of the rate of growth of 
pcpu-^ation on the ra te of growth of per c a p i t a r e a l income 
does not int roduce any major, change i n the above c o n c l u s i o n . 
X.ho r^-te of growth of p o p u l a t i o n between 1951 and 1961 based 
oc census in fo rmat ion I s on ly s l i g h t l y below 2 per cent per 
year , c.nd i s c o n s i d e r a b l y h i ghe r than the decada l r a t e based 
or. 1941 and 1951 censuses . How d o - s t h i s a f f e c t the e s t ima te s 
cf per c a p i t a r e a l income? F i r s t s a l a r g e e r r o r may be 
a s soc i a ted w i th the est imate of per c a p i t a income f o r a 
p a r t i c u l a r year because the a c t u a l growth of popu l a t i on i n a 
p a r t i c u l a r year may be w i d e l y d i f f e r e n t from the i n t e r p o l a t e d 
(o r e x t r a p o l a t e d ) e s t i m a t e . Th i s i s unavo idab le I n the 
absencfci cf r easonab ly accurate annual data on popu l a t i on . 
However, t h i s d i f f i c u l t y i s not important f o r us because we 
are 1-^.terested only i n the growth over a decade* Second, a 
high rate of p o p u l a t i o n growth i s i n d i c a t i v e of a high ra te 
of growth of wor)^ing f o r c e , because age sex s p e c i f i c l a b o u r 
fo rce p a r t i c i p a t i o n r a t i o i s u n l i k e l y t o change r a p i d l y * The 
e r r o r on t h i s count would be l a r g e r i f we th ink that the 
rate of growth of p o p u l a t i o n i n the e a r l i e r decade was , i n 
feoty siighfl.y l a r g e r than r epor ted because the rate of growth 
of working f o r ce i n a p a r t i c u l a r decade has a c l o s e r l i n k 
w i th the rate of growth of p o p u l a t i o n i n the p rev ious decade . 
S icca ttfc cu r r en t Ita l ian income es t imates ibr the decade 1951-

1961 i n a number of s e c to r s depend on p ro j e c t ed es t imates of 
working fo rce based on 1941 arxi 1951 d a t a , the va lue s added 
i n those s ec to r s are l i k e l y t o be p r o g r e s s i v e l y under 
est imated to a s n a i l ex tent except f o r p r o f e s s i o n a l s e r v i c e s 
f o r which a , h i gh rate of I nc r ea se i n working force I s used 
f o r purposes of e s t ima t i on . F i n a l l y , s ince a l a r g e r rate of 
growth of p o p u l a t i o n , based on 1951 and 1961 d a t a , i s used 
in ob t a in ing e s t imates of per c a p i t a na t i ona l income, there 
i s some p o s s i b i l i t y of underest imat ing the o v e r a l l r a t e of 
-growth of per c a p i t a r e a l income. But the o v e r a l l e f f e c t , 
which depends on s eve r a l f a c t o r s , remains u n c e r t a i n . The 
cu r rent i n c r ea s e i n the trate of growth of p o p u l a t i o n need not 
mecessa r i l y imply that there has been s i z a b l e underes t imat ion 
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i n the ra te of growth of working fo rce in s e c t o r s i n which 
income es t imates depend p a r t l y on working f o r c e . F u r t h e r , 
the o v e r a l l e f f e c t would n a t u r a l l y depend on the shax-e i n 
n a t i o n a l product of .the s e c t o r s in which thera i s some chance 
of underes t imat ion on this count . Th i s share cannot p o s s i b l y 
be l a r g e . Thus wh i l e no p o s i t i v e conc lus ions emerge, a 
c o n s i d e r a t i o n of the popu l a t i on f a c t o r sugges t s a p o s s i b i l i t y 
OF some s l i g h t underes t i i iBt ion r a t h e r than AN o v e r e s t l m a t i o n 
in the ra te of growth of r^ial per capita income, and the 
o f f i c i a l es t imate of the ra te remains a ve ry p l a u s i b l e one, 

3, A f t e r hav ing admitted t h i s , I t i s NECT ;ssary t o po in t 
out that t h i s apparent ly c o r r e c t r e s u l t has been obta ined i n 
the o f f i c i a l s t a t i s t i c s more by way of a cc i den t than by v i r t u e 
of i t s methodo log ica l e f f i c i e n c y . T h i s can be brought out i n 
two d i f f e r e n t ways- F i r s t , one may look i n t o the s e c t o r a l 
d e f l a t o r s of o f f i c i a l s e r i e s and not ice how p l a u s i b l e they 
are . N e x t , one may cons t ruc t some a l t e r n a t i v e d e f l a t o r s and 
compare the r e s u l t s with the o f f i c i a l d e f l a t o r s ; g l o b a l and 
s e c t o r a l . WE s h a l l be concerned w i t h both i n the remaining 
par t of the pape r . 

9 , AN examinat ion of tha o f f i c i a l g l o b a l d e f l a t o r shows 
that there i s cons i de r ab l e d i f f e r e n c e between/the movements 
of the o f f i c i a l who lesa l e and consumer p r i c e I n i e x numbers. 
I N p a r t i c u l a r , the na t i ona l income d e f l a t o r r i s e s much more 
s lowly than e i t h e r of the two indexes 1955-56 onwards . S i n c e , 
the two index numbers should a t l e a s t r e f l e c t the urban p r i c e 
movements a p p r o x i m t e l y , the lower rata of r i s e I n the 
na t i ona l income d e f l a t o r can be exp l a ined had there been some 
evidence of a low rate of inc rease in r u r a l p r i c e s . The 
i n t e r n a l evidence of the s e c t o r a l d e f l a t o r s does not bea r t h i s 
out . Whi le the d e f l a t o r f o r a g r i c u l t u r e moves from 90 to 117 
between 1955-56 and 1960-61 w i th 1943-19 as b a s e , that f o r 
N O N - a g r i c u l t u r e i n c r e a s e s from 100 to 106 du r ing the same 
p e r i o d , the o v e r a l l index moving from 95 to 112. Whi le 
a g r i c u l t u r e i s not coterminous with r u r a l , and a l a r g e p a r t OF 
r u r a l a c t i v i t y i s N O N - a g r i c u l t u r a l , the r e s u l t i s s t i l l ve ry 
s u r p r i s i n g , and it i s d i f f i c u l t to L e e how the g l o b a l and 
s e c t o r a l n a t i o n a l income d e f l a t o r s g ive a d imens i ona l l y c o r r e c t 
p i c tu r e i n case the who le sa l e p r i c e and the consumer p r i c e index 
numbers are r e p r e s e n t a t i v e indexes of urban p r i c e s . I f we 
t e n t a t i v e l y assunB that the who le sa l e . p r i c e index and the 
consumer 'p r ice index which show sympathetic t r ends and have a 
wide e m p i r i c a l base do i n f a c t r ep resent the urban p r i ce t r ends , 
then even the o v e r a l l n a t i o n a l income d e f l a t o r becomes 
Impreba'dle, except under a hypothes i s of ve ry s l ow l y r i s i n g 
r u r a l pf i fees . ' 

10. But there i s another p o s s i b i l i t y , which capnot be 
complete ly r u l e d out . Dur ing the pa^riod 1955-56 1960-61, the 
o f f i c i a l d e f l a t o r s show sharp r i s e ' f o r ag j f i cu l ture and 
i n d u s t r i e s and almost s t ab l e p r i c e s f o r ' t h e r e s t - o f the 
a c t i v i t i e s . I t i s not i i i ^ r o b a b l e , tha t the movements shown 
at cu r rent p r i c e s are under stated i n o f f i c i a l na t i ona l 
-ncome s t a t i s t i c s f o r these s '^ctors and hence an almost s t a b l e 



d e f l a t o r coupled with t h i s , g i ves in f a c t th i r i a l movement 
more or l e s s c o r r e c t l y . Some such conc lus i on becomes almost 
inoscapab la i f we admitj as we have done a l r e a d y , that the 
o v e r a l l ra te of growth aep i c t ed by the o f f i c i a l s e r i e s i s 
p l a u s i b l e . Put i n a s l i g h t l y d i f f e r e n t manner, the v a l u e s 
adaed by the se rv i ce s ec to r s at cur rent p r i c e s i n the 
aggregate as g iven i n o f f i c i a l n a t i o a i l inco.ne s t a t i s t i c s are 
ne-.r ly e^iuivalont to v a lue s added at constant p r i c e s i n the 
ag 'grogatc , aind the p rocess of d e i ' i a t i o n used i s a formal 
r a the r than an o p e r a t i o n a l l y import'int p r o c . d u r e . F o l l o w i n g 
up t h i s l i n e of th ink ing , the d e c i s i o n of the Na t i ona l Incoaie 
Oo.?iiittee not to app ly t h i s formal procedure to government 
admin i s t r a t i v e s e r v i c e s does not appear to be e n t i r e l y 
un jus t i f i ad " . One outcome of th i s a n a l y s i s i s the s u g g e s t i o n 
that the rate of growth of the se rv ice sec to r s at cur rent 
pr l : ;es i n the o f f i c i a l na t i ona l income s t a t i s t i c s i s u n d e r -
r e p o r t e d . There does not appear to be any r e a l reason why the 
cos t s of s e r v i c e s should not Inc rease m a t e r i a l l y d a r i n g a 
per iod i n which both a g r i c u l t u r a l and i n d u s t r i a l p r i c e s 
inc reased c o n s i d e r a b l y . 

11. Nex t , i t i s p o s s i b l e to d e f l a t e n a t i o n a l product by . 
using a f i n a l expenditure approach . I h i s was attempted by 
Kansal som-^tiae back, arxi by Dhar and Agarwax more r e c e n t l y . 
In g e n e r a l , K a n s a l ' s mar sha l l i ng of p r i c e da ta was not adequate , 
a n d e v e n the more r e cen t work i s not e n t i r e l y s a t i s f a c t o r y , 
We have attempted cons t ruc t i ng an index f o r the pe r i od 1955-57, 
1953-59 and 1960-61 us ing the Nod budget we i gh t s s e p a r a t e l y 
f o r urban and ru r a l a r e a s . We have a l s o t r i e d t o base the 
urban index e n t i r e l y on urban p r i c e s and r u r a l index as much 
as p o s s i b l e on r u r a l p r i c e s . While i t would have been d e s i r a b l e 
to r e l y only on ret^ . i l p r i c e s , t h i s has not bean p o s s i b l a . t o 
any s a t i s f a c t o r y ex t en t - though we have t r i e d to maximise the 
use of r e t a i l p r i c e s . (A f u l l d e s c r i p t i o n of the procedure 
f o l l owed j.s ^iven In the appendix at the end of the p a p e r ) . 
The i n t e r e s t i n g f ea ture of the index number const ructed i s 
that i t shows that there was a sharper r i s e I n urban p r i c e s 
than i n r u r a l p r i c e s , as w i l l be seen from f i g u r e s be low t 

year 
our index Inationai income Toff icial irdex 

I 5 faeflatar _ l n i i a b s x - f i £ 
I r u r a l lurban i t o t a l itotal iagr i - Xnon- Xwhole-Iconsu-
1 I i I Icultur^agri- Isale Xmer 

7-, 1 • I • • — L - L _ i a i U .u ra i j a £ i ^ 

U) I (2) t ( 3 ) 1 (4-) I (ft) I (a) JT?) r rs tT ^ ^ r T a T . 
1956-57 100 100 100 100 100 100 100 100 

1953-59 109 109 ^ 1 0 9 105 107 103 108 110 

1960-61 110 • 117 112 103 111 105 130 118 
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The f i n d i n g s support ou.-- p r ov i cu s con t en t i on and show tha t 
the o f f i c i a l who l e sa l e p r i c e and consumer p r i c e index numbers 
d ep i c t the urban p r i c e movements not u n r e a l i s t i c a l l y • Fur ther , 
t h i s shows that the movements i n a g r i c u l t u r a l and non-
a g r i c u l t u r a l p r i c e s as r e f l e c t e d by the n a t i o n a l income 
d e f l a t o r p robab ly remain u n r e a l i s t i c . I m p l i c i t urban and r u r a l 
p r i c e index numbers g iven i n Dhar and A g a r w a l ' s paper a l s o shows 
a sharper r i s e of urban p r i c e s than r u r a l p r i c e s and c o r r o b o r a t e 
our f i n d i n g s . 

12. F i n a l l y , 4-t may be d e s i r a b l e to cons ide r the d e f l a t o r 
i m p l i c i t i n the r e v i s ed s a r i e s of n a t i o n a l income as g iven i n 
the Blue Book pub l i shed by the C e n t r a l S t a t i s t i c a l O r g a n i s a t i o n . 
The main finding.^, here i s v a ry i n t e r e s t i n g ^ The rate of i n c r ea s e 
of net n a t i o n a l product i n r e a l terms accord ing to r e v i s e d 
c a l c u l a t i o n s i s d imens i ona l l y s i m i l a r to tha t accord ing to the 
convent iona l c a l c u l a t i o a s !:aking the time ho r i zon 1955-56 t o 
1959-60 i n v iew- Tha ra te of growth cf income a t cu r rent 
p r i c e s , however, i s h igher i n the r e v i s e d s e r i e s than i n the 
convent iona l s e r i e s . Consequent ly , the i m p l i c i t d e f l a t o r fo r 
the convent iona l s e r i e s r i s e s l e s s sharp ly than that f o r the 
r ev i sed s e r i e s . D i r e c t l y a v a i l a b l e p r i c e m a t e r i a l r e l a t i n g t o 
urban a reas sugges ts that the d e f l a t o r f o r the r e v i s ed s e r i e s 
i s more p l a u s i b l e , un less , there i s some r a d i c a l d i f f e r e n c e 
between urban and r u r a l p r i c e movements. I t w i l l be of 
i n t e r e s t t o make a comparison between s e c t o r a l d e f l a t o r s as 
i m p l i c i t i n the convent iona l and i n the r e v i s e d s e r i e s , a 
task which we d id .not at tempt - But the sum and substance of 
our a n a l y s i s throw-s some doubt on the r a t e of growth shown by 
the convent iona l s e r i e s at cu r r en t p r i c e s ' p a r t i c u l a r l y f o r 
se rv ice s e c to r s and not so much on the e s t ima te s i n r e a l terms. 
In any c a s e , the sub ject i s of g r ea t importance and r e q u i r e s 
much more systemat ic study than has been attempted i n t h i s 
Paper . 
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index number 

1 . The method fo l lowed to contruot the consumer p r i c e 
index number used i n the t ex t i s b r i e f l y d e sc r i b ed h e r e . 
Consumer p r i ce index numbers f o r r u r a l and urban areas have 
been worked out s e p a r a t e l y ; these i nd i ce s^ then been combitaed 
us ing urban and r u r a l consumption as w e i g h t s . The index 
number constructed r e l a t e s only to the years 1953-57, 1958-59 
and 1 9 6 0 - 6 1 . The year 1956757 has been chosen as the b a s e . 
Kansa l and Dhar aril Agarwal^-^-' constructed such index numbers 
e a r l i e r . Kansal covered the pe r i od from 13<2--i9 to 1954 - 5 5 i 
So h i s s e r i e s i s not comparable v/ith o u r s . Ohar and Agarwal 
covered the p e r i o d 1955-56 t o 1930-61. They have used who l e 
sa le p r i c e s of consumer goods. But the .weighting p a t t e r n was 
de r i v ed from NbS data on household consumption expend i tu r e . 
As the pe r iod covered by these authors i s almost the same as 
that of the p resent study, consumer p r i c e i n d i c e s prepared by 
them have been compared with our e s t i m a t e s . 

2. Be fo re p r e sen t ing the d e t a i l s about .the method of 
e s t i m a t i o n , the nature of p r i c e m a t e r i a l s used fo r r u r a l and 
urban a r e a s i s desc r i bed b e l o w . R e t a i l p r i c e s are appropr i a te 
b a s i c da ta f o r obta in ing consumer p r i c e index numbers. As 
urban r e t a i l p r i c e s w i th a comprehensive coverage are not 
a v a i l a b l e , mainly wholesa le p r i c e s pub l i shed by the Economic 
Adv i se r have been used f o r c o n s t r u c t i n g tha urban index . Rura l 
r e t a i l p r i c e s a re a v a i l a b l e from the Na t i ona l Sample Survey 
and Labour Bureau . For cons t ruc t ing the r u r a l index , r u r a l 
r e t a i l p r i c e s obtained from the above sources have been 
g e n e r a l l y used . For the urban index , 36 .7 per cent of the 
weight i s covered by who lesa le p r i c e s which are e s s e n t i a l l y 
urban i n cha r ac t e r . Urban r e t a i l p r i c e s cover the remaining 
3 .3 per cent of the t o t a l w e i g h t . The r u r a l index i s mainly 
based on r u r a l r e t a i l p r i c e S j 81 .9 per cent of the we ight b e i n g 
covered by such m a t e r i a l . Un fo r tunate ly f o r 17.3 per cent of 
the w e i g h t , we had to depend on who lesa le p r i c e s which are 
urban i n c h a r a c t e r . Fur ther we have used urban r e t a i l p r i c e s 
t o cover remaining 0 . 8 per cent of the w e i g h t . The urban 
mate r i a l used f o r the r u r a l index mainly r e l a t e s to c l o t h i n g , 
d r u g s , du rab l e goods, t o i l e t a r t i c l e s , footwear and v a n a s p a t i . 
I t i s not improbable that p r i c e movemants o f these items are 
not w ide l y d i f f e r e n t between urban and r u r a l a r e a s . 

3 . Weight ing diagrams f o r our index numbers are based on 
consumption expendi ture data c o l l e c t e d i n the 1 0 t h round of the 

1 a ) On the d e f l a t i o n of the N a t i o n a l Incomt; i n I r ^ i a by 
f i n a l expendi ture approach by o .M. Kansa l s Papers on 
N a t i o n a l Income and A l l i e d T o p i c s , V o l . 1 : I nd i an 
Conference on Research i n N a t i o n a l Income, 1960. 

b ) P r i v a t e consumer expend i tu re i n I nd i a by S . P . Dhar and 
S-K. Agga rwa l , paper submitted to the Fourth Ind i an 
Conference on Research i n Na t i ona l Income, Bhopa l , 
November 1963. 
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N a t i o i a l Sample Survey^ the re fe rence p e r i o d be ing December 
1955 to May 1955. Weight ing diagrams f o r r u r a l and urban 
a r ea s are g i van s epa r a t e l y i n t a b l e ( l ) belows 

Table ( l ) ; Weight ing diagrams based on the 10th 
roui:4 of the N a t i o n a l Sample Survey . 

i tem of expendi ture 
percentage of 
t o t a l exoend i tura 

urban r u r a l 
{?.) 

1. c e r e a l s 24 .31 38.41 
2. pu l ses 3.17 4.48 
3 . f oodg ra in s 27.43 42.89 

4 . milk: and milk products U . 3 8 9.08 
6. v e g e t a b l e s 3,66 2.88 
6 . f r u i t s and nuts 2.44 0 .75 

7 . meat, f i s h and eggs 3.66 2.47 

8. fiugar and gur 3,17 .2 .88 

9. vanaspa t i 0 .57 0.29 

10. o i l and o i l products 3 .41 2.83 
u . s a l t 0 . 33 0 .35 

12. spice s 2 .44 3.28 
13. r e f re shaents 4 .96 1.67 

14. pan. supar i 1. 22 0 .92 

15. total food 64.72 70.34 
16. tobaccc 2.10 2.07 
17. drugs and medicina 2.85 1.96 

IS. f u e l and l i g h t 7 . 1 1 6.84 

19. cot ton (hand 100 m) ,;...22 - 1.84 

20. co t ton Cmil l^ ) 5 .91 9 .03 

21 . e a u c a t i o n a l expenditure^ 2.28 ' . .0-40 
22. t o i l e t lV79 0.69 

23. washing and other s e r v i c e s 6 .18 3.73 
24. f o o t - w e a r 1.02 , :0 .63 

' 25 . d u r a b l e s 3.32 
y 

2.47 
.26. t o t a l non- food 35.28 29.66 
27, grand t o t a l 100.00 100.00 



IjO s -

4 , Tho f i r s t step i n our procedure was to c a l c u l a t e the 
simple r e l a t i v e s fo r 74 a r t i c l e s compr is ing oonsumer goods 
f o r the years 1958-59 and 1960-61 with 1956-57 as the base 
year f o r both r u r a l and urban a r e a s . These r e l a t i v e s were 
then grouped together i n t o the f o l l o w i n g c a t e g o r i e s by t a k i n g 
unweighted a r i thmet ic ave rage r : ( l ) c e r e a l s , (2 ) p u l s e s , 
(3 ) mi lk and milk p roduct s , (4 ) meat, egg and f i s h , ( 5 ) v e g e 
t a b l e s , (6) f r u i t s and nuts , (7) e d i b l e o i l and o i l p r oduc t , 
(8 ) sugar and gur , (9 ) s a l t , v io ) s p i c e s , ( i l ) beverages and 
r e f r e s h n e n t s , (12) pan, s u p a r i , (33) t obaccc , (14) d r u g s , 
medicine and medical s e r v i c e s , (15) f u e l and l i g h t , 
(16) c l o t h i n g , (17) educa t i on , ( I S ) t o i l e t , (19) uasl:^ing and 
other s e r v i c e s , (20) f o o t - w e a r , (21) d u r a b l e s . F i n a l l y , the 
cor responding group we ights ( pe rcentages of monthly per c a p i t a 
expendi ture on these i tems) obtained from the Na t i ona l Sample 
Survey have been app l i ed to the above group average i n d i c e s 
to a r r i v e at t o t a l consumer p r i c e index numbers f o r r u r a l 
and urban a r e a s . The consumer p r i c e index r.umber f o r the 
whole of I nd i a has been const ructed by combining the r u r a l 
and urban consumer p r i ce index numoers by we i gh t ing them w i t h 
the percentage share of r u r a l and urban consumption 
e x p e n d i t u r e . The p r i c e index numbers thus obta ined a re 
presented i n t a b l e (2) be low by some major g roups . 

Tab le (2 ) : Consumer p r i c e Index numbers 
by major g roups : 19^.3-57 = 100 

consumer p r i ce ind^x numbers 
1 terns urban r u r a l 1 terns 

weiffht 1958-59 1960-61 wei,^ht 1953-59 1960-61 
(3 ) ( 4 ) (^) (7 ) 

food 64.72 109.0 118.9 70 . 3 4 110.7 110.5 

no n- food 35.28 107.9 113.4 29.66 104.9 110.3 

t o t a l 100.00 108.6 116.9 100 .00 108.9 U 0 . 4 

5. The inaex numbers worked out by us r i r/presented i n 
t a b l e (3 ) below along w i th other comparable index nunjt-.-rs. 

Tab le - ( 3 ) : fistimated consumer p r i c e index number : 
1956^.57 = 100. ; 

e s t imated index : urban 100,0 
r u r a l 100.0 
t o t a l , 100.0 

i m p l i c i t na t i ona l income d e f l a t o r 
( c o n v e n t i o n a l ) lOO.O 

Dhar and Agga rwa l * s Index 100.0 
who l e s a l e p r i c e index (Kconomlc Advls9r)100.0 
consumer p r i c e index (Labour Bureau) 100.0 

T^) (; 
108.6 
103.9 
103.9 

105.2 
106.3 
108 = 2 
110.5 

116.9 
110.4 
U 1 . 9 

108.2 
108.7 
118.7 
118.1 
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6, A l i s t of the sources of pr imary p r i c e da ta used i s 
g iven below: 

L i s t of sources of data used 

1. D i r e c t o r a t e of ilGonomics and i A g r i c u l c u r a i P r i c e s i n 
S t a t i s t i c s , i^iinistry of Food I n d i a , .1959. 
and A g r i c u l t u r e , Government 
of I n d i a 

^ . Eiconooilc and S t c - t i s t i c a l t A g r i c u l t u r a l S i t u a t i o n 
A d v i s e r , M i n i s t r y of Food and i n I n d i a . 
A g r i c u l t u r e , Government of 
Ind i a 

3 . 

4 . C e n t r a l S t a t i s t i c a l O r g a n i s a 
t i o n , Department of S t a t i s t i c s 
Cab inet S e c r e t a r i a t , 
Government of I n d i a 

Index Number of Whole 
sa le P r i c e s . 

Monthly A b s t r a c t of 
S t a t i s t i c s c 

5. 

o 

7. 

1961 

1965 

; S t a t i s t i c a l A b s t r a c t , 
New Se r i e s• 

I N a t i o n a l Incoae S t a t i s 
t i c s , P r o p o s a l s f o r a 
r e v i s ed s e r i e s of NationaJ 
Income Sst imates f o r 
1955-55 to 1959-60 

: Est imates of Na t i ona l 
Income 1963-64. 

3 . Government of I n d i a , M i n i s t ry C l D d i a n Labour Gazette^ 
of Labour , Labour Bureau V o l , 1 1 , 1956-57. 

9. C e n t r a l S t a t i s t i c a l O r g a n i s a - a NSS Report No .47 , T a b l e s 
t i o n . Cab ine t S e c r e t a r i a t , w i th Notes of Consumer 
Government of I r d i a Expend i tu re , NSS lOth 

Round, 030 .1955 to May 
1566. 

10. N a t i o n a l Sample Survey . 
Ind i an S t a t i s t i c a l I n s t i t u t e , 
March I960 . 

September 1963 

I D r a f t Report No .49/1 , 
P r e l im ina ry :5stiiiiate3 of 
Rura l R e t a i l P r i c e s , 
14th R'^Uiid, Ju ly 1958 
to June 1959. 

5 D r a f t Report No . 123, 
P r e l i m i n a r y 3stimat.^5 of 
Rura l R e t a i l P r i c e s , .'-6th 
Round, Ju ly -June li^61 
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S T A T I O N OF NATIONAL INCCMS IN REAL TmiB 

B.W. Chavan a;id Snrt, A.B. Chavan 

1, A large variety c f Inforriation significant free the point of view 
cf tho national o r regional income estinatcr i s new availatle fTcn 
different sources. With scp.c labour, these masa •; -of availablo statistics 
on different incone ccn^jonents 3an be integi-ated systjnatically by tho 
national inioniG worker to arrive at the aggrogate incoae. 

2, Estimation of national incomts i s receiving increasing attention* 
in India and a nUi-aber of authorities are currently engaged In building up 
G s t i n a t s s of national or regional income. The statistical systems in the 
co^ontry are a l s o being developad keeping in view, inter a l ia , the 
requlreaont c f national income workers, Howavor, laajor attention i s » 
f c cusS3d on building and improving the estimates of income at current 
prices and i t Is rather a s o r r y state cf affairs that vea-y l i t t l e attention " 
is paid to improving these aggregates measured in rea l torns, 

3, The object o f this p^cr i s to bring to l ight the deficioncioe in • 
tho present method of estiniatlon of national income in real terms, thQ 
main gaps in the statistical data uti l ised for the purpose and to suggest 
ways and means f o r improving the real income estimates, 

4, There is always a strong urge to make comparisons o f national 
income over time c r space, An aggregate o f Income at a point of tine is 
of l i t t l e interest. There i s a l w a y s . a curiosity t c study the trends over 
a period c f time. For such compariscns ovt̂ r a series of years, current 
income can provide marely a picture of structural change* I t is the 
constant income series which enables inter-temporal- comparisons as i t i s 
not affected bj the vagaries cf pricps.. The constant income series which 
is free from the effects o f price fluctuations 'is ^ddoly used for studying 
the economic growth and, thus, the aggregates c f national income measured 
in real terms are c f paramcMuit importance. I t I s , therefore, stirprising 
taat i n Ihdia very l i t t l e attention,is paid, tovards improving the methods 
of estinatioh c f national income. In i : ea l terms. Thanks to the interest 
taken the Central Statistical' 'Organisaticn,* stat ist ical systems in • 
India are being geared up to f i l l in' the gaps in national incone statistics* 
Countrywide multi-purpose National Sample Survey and the Annual Survey o f 
Industries ari; well known measures to quote a few in this respect, 
Nevertbelesa, most of such developments in the statistical systems .suggested 
for f i l l i ng i n the gaps i n naticnal income statistics ar^ directed towards 
improving the estimates o f naticnal income at current prices and very l i t t l e 
attention is paid for imprc'/ing t h e real Income series. The estimates of ' 
national income at constant prices continue to bo prepared tr s)x>rX> cut 
nothods o f rough and ready nature. After- the publication o f f i rst and tho " 
fina*. reports o f tho National Income Ccranitteb,. the Central Statistical • 
Organisation brought out its monumental work "National Income Statistics -
proposals for a revised series c f National Income BstiTnatcs for 1955-56 'So 
1959-60",** In'this blue book, the. f i rs t 174 pages are covered i n 
examining, the existing sources and. methods cf estimation c f naticnal income 
at ciirront priows and evolving, iraprovod methods c f estiipation o f the sane. 
I t i s , therefore, dishoartoning to note that the entire f i e ld of estination 

* HONCE FORWARD DENOTED by C ; S . O ; 

* * HENCE FORWARD, THIS PUBLICATION WILL BE REFERRED TQ AS THE. »BLUE BOOK*. 



of national Incoue at constant prices is tacklod ac b r i e f l y vltliia t h e span 
c f t j n pagoB i n t h e same bcok according t c vi i ich "A s e r i e s cf Gst imatos c f 
net national output at 1943-49 prices for the period 19rG-19 t o 1950-51 
was pi 'GSented by tho N,I»C. in their Final Report « . • • * and t h i s series 
has b(ion b r o u ^ t upto 1959-60 by the 0.3.0. following brosoly tiie sane 
uethodology,"* This ttand^noy o f indifference towards real i nccne estinfe 
tion is prevalent among most o f th3 persons engaged ?n t h i s fiold, so 
cnich so that \ ^ l e preparing various schemes for devalopinf^ statistical 
systems in the country, very l i t t l e account i s taken o f the'rcq-airoments 
f o r improving tho estimates o f national or regional In.̂ ome in roal terms. 

5« Different authorities have used different methods c f estimating 
national inccne at constant prices. Those fa l l broadly into fivo categories 
as unden-

( i ) National income estimates ara converted into estimatiis at/ 
constant prices by deflating tho correspondinp estimates at current prices 
by means o f price index such a s consumor price index or \iiolesalo price 
index. 

( i i ) Instead of deflating the entire national l̂ icome total by a 
slnglo indox, at times income In different sectors i s deflated individually 
by ma^dnc use o f different Indices approximating the movement o f prices 
o f commodities in the corresponding sectcrs. 

( i l i ) National income total can aiso be obtained £.s tho sum of the 
f i n a l exponditures .and different components cf expiindituros like hous^ 
hold ccnauEpt ion oxpenditure, government consuinptlcn expondlture. and 
c o i t a l formation are deflated by different prlca indices* 

( i v ) National income at 'constant prices i s obtalnod by combining 
Indicoa o f production or Indicators showing mov-^mont o f phyaicsl eccnondc 
activity in different sectors. These indicia or. indicatora a r e generally 
ccmbinod by using the net value added by various industries during the 
base year a s weights, 

(v ) National income at constant prices i s estimates by evaluating 
the net output of goods and services from various aectors at base year 
prices. 

6, The f i r s t method which consists in deflation o f national income 
by a suitable piice index Invclves cnly a single cperaticn and is the 
simplest cno . At the santi time, this method i s the l e a s t n.ccurate,. The 
indices used f'-r deflation purposes aro generally ccnsaT.er price index o r 
wholesale price index. The drawback o f using cos t of living or consumer 
pricv index f c r ioflaticn purposes i s that this index is an Indicator o f 
consumers* expenditure on goods and aer'rlces and i t w i l l y i f at a l l , b e 
suiteblo to deflate that component o f the i nccQe vrhich Is used for hcuso-
hold consumption only. Such an l n d 3 x will be Inadequate for deflating 
other C'-Opon-jnts o f national income like Govornmenb consumption expenditure 
c r c ap i t ^ formation. Mcrocver,. consumer price index may not at times, 
include items lAose Imputed value I s included in tho natl;;nal income. 

» Blue Book, page 178, 

file:///iiolesalo
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fiany A t-icio-: the weights used In preparing such indices pertain t c the 
i oar which i s different from the base year uaod in the coivstant income 
series. The weit^htlnp diagram of such indices is aiac sub3t>satisl3.y 
different from the cno wiiich would be appropriate fcr dwflati-ig national 
incomG t o t a l , as such wei^ting p a t t G t r n s have l i t t l s r e p e E o l a n c e with 
the expenditure components of the income during the b a s e i'oar of the 
cciistant income series. Index number of i ^ o l e s a l e prices, toe, suffers 
from similar defects as i t does not reflect the ncvemont of prices of 
a l l finished goods and especially of seinricea ancl the wsi^t ing C^>-
efficients used for ^ o l e s a l ^ price index zre different f r o a those 
implicit in" the base year :LNCOINE estimates, 

7. The second method i n v o l v i n g adjustriientfj cf each conponent of the 
national income by diffsreiit indices, though somoi^a'^ cumbersome, wi l l 
result in A b e t t e r estiaate.. Thus, the income from construction la 
doflat^^d by an index number o;:' biAldlng c c s t S ; , income from re t a i l trad© 
by an index of retai l prices, r e n t a l inccnie by index cf rent8,/income 

s I'rum agricultural production by index of feru harvest prices and so on. 
In such cases too, the coverage of the indic^es :.i!?h"b be inadequate aiid 
the weighting pattern and base year of the index number saries may differ 
considerably fton ^ a t is implicit in the base year estimates of. inccrne, 
Horeoi^er, such indices l i i i c h may seem suitable f o r deflating 'gross* 
contribution from the sector may not be applicable for deflating 
deductible costs. What i s necessary is to u s e instead of a single 
deflator, A double deflator go.that the gross contribution can be deflated 
by one deflator and the deductible costs can be deflated by some, other 
suitable deflator. 

In some countries, various components o f expenditure are 
deflated by different indices of prices. For household consumption, f c r 
instance, ccnsuraer price Index mmbor is ut i l ised for deflation purpoceso 
As stated above, the base year cr the weighting diagrar.. o f such, indices 
might be different from the one desired. The covor^-e cf the indices 
might be Incodplete, Consumer price indices are generally confined to 
specific areas such as cities or industrial areas covering only a section 
of population l ike industrial workers etc., ar.d ther'-^fore, render them
selves imsultable for adjusting the expenditure of the entire populaticr 
at large. 

the 
9 , The fcurtbmethod \.iiich entails raoving/DASE year estimate of 
sectoral income parallel t o the corresponding tndax cf production I s widel^ 
used. Here too, difference In base-years AXTD woiehting patterns mssy not 
prove SUCH indices useful to the desired extent^ Mrreover, such Indicen 
toiid t o show trends in gross output rather chan NET output. The main 
deficiency of the Indices of production when u s e d for'building up long 
term r e a l income series l i e s In the fact that sitch irLoices do not take 
into account structural changes viiich may result in a smaller volume of 
inputs per unit of findi' output, or a larger volume of transport services 
uti l ised or A different pattern of Inputs us^d. Due ".o electrification, 
fcr instance, the industry m i ^ t shift from coal or diesal consumption' 
to electricity uti l isation, resulting In change in net contribution c f 
the industry. In the cigricultural sector, the increase in productlcii 
might be achieved by making use of larger quantities of inputs l ike 
fert i l i sers or increased irrigation fac i l i t i es with the result that tiie 
trend in the gross output might be different from the cue in the net 
output. 
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t h a t 
10. It is the last method, lAiioh is also wi.dely u^ed^ would generally 
result in more accxirate estimates. The method involves evaluating each 
item counted in national income total at base year price. The inputs or 
the deduct items considered for estimating net output are also evaluated 
at the base year prices. For seme sectors, however,. it. may not always be 
feasible to evaluate at base year prices. In such cases, this method i s 
used in parts in conjunction wth the earlier method and wherever, such 
evaluation 3s found impracbioable, the oorresponding base year estimate 
of income is projected by means of a suitable index or an indicator of 
the phffsicaJ. movement of the corresponding economic activity. Thus, i t 
mâ '̂  not always be possible to evaltiate educational services at the base 
year levels but i t may be possible to use the r i se in the nvmh&r of -
students to indicate the trend iji the output of the educational services^ 
I f there i s a long interval between the base year and the current year, 
so much so, that some technological changes have taken place during the 
span of time resulting in change in the qualities of products or the 
emergence of the new products, the base year prices may not be, applicable 
to the current year or base year quotations may not be availaHLe at a l l . 
In such oases, meiiiod of direct evaluation may not give rel iable estimates. 

l l# It may now be seen how with the available data or by cpUecting 
additional data, the series of national income can be made nore perfect. 
For "tois purpose, the methods adopted in the revised series of national 
income in the blue book are reviewed, * . 

12. According to the blue book, the C.S.O, has followed two methods 
in preparing the revised series of national income at constant prices. 
The f i r s t method i^ich i s followed for the commodity producing sectors 
consists in evaluation of current year*a production at tiie base year ' s 
prices for each of the individual items of production. Howevoi;, inputs 
have not been directly evaluated by base year's prices. In practice the 
Income from factory ostabliahmjnts is ostimated by moving, tho base year 's 
figure according to tho index of Industrial production. Similarly, in 
the case of small enterprises, the bench mark year estimates of value 
added in respect of various industry groups are, moved backward and forward 
on the basis of physical index. The second method is followed for the 
service sectors T-jhere the base year's net output is projected on the basis 
of fi^jpropriate indicators of physical change in the volume of activity in 
those sectors, 

13. In tht' agriculture sector, the value of output in a given yeai i=s 
estimated by the C.S.O, tiy evaluating each item of production at 1950-59 
prices, the latter being the al l - India weighted a7erage price for each 
commodity. The same ratio of net output to gross output in the base 
year i s applied to a l l the years to estimate the net output. IfliHe 
evaluating the output at constant p-'ices, the C^ .O . uses for each 
commodity, one single a l l - I n d i a , ^ i c G . Vhile estimating the value at 
current prices, tho C.S.O. adopts an elaborate nethod where the 
production in each State i s evaluated at the average price in that State, 
I t i s not understood ^ y liie C.?,0, adopts a short-cut method in building 
up real income estimates. The coramodi% sold at different prices in the 
base year at different places cannot be considered as the sanie commodity 
for rea l income purposes. After a l l , the base year value i s found by 
evaluating output in different places at different prices. I f the net 
value added per unit of production is higher in place A than in place B 
in the base year, the production at A cannot be treated at "̂ he same level 
as the production at B and evaluated at the same prloe. In fact, the 
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production at A and production at'B cease to belong to a strictly 
homogeneous group. For evaluation purposes, therefore, one tonne of 
viieat in Maharashtra cannot bj considered at par vith one tonne of wheat 
in Madhya Pradesh, I t is , thus, necessary (and i t is also practicable) 
to evaluate the production in the State at tha' corresponding base yC "̂̂ ^ 
price. Mar^ a time, tĥ ^ coTjnodity produced at different places i s \ 
different in quality. Sugarcane produced in Maharashtra with a higid 
sugar content, for instance, is superior to the sugarcane produced i-^ 
Uttar Pradesh, To some extent the method of evaluating at regional 
prices wi l l incidentally, take care of prcduction of different 
varieties of the sane commodity. Similarly, to' app ly the base yoaJ 
output-input ratio for deriving net output for a l l the years is rather ^ 
crude procedure. The C.S.O. has* considered costs on account of 1) seeds 
2 ) chemical fert i l izers , 3 ) organic manures, 4 } cost of feed of livestock 
required on farms, 5) irrigation charges, v6) market charges, 7) repair, 
maintjnance and other operational costs and 8) depreciation for 
arriving at the net output of agriculture. Out of these, the f i rs t five 
accounting for nearly 77 per cent of the total cost (during 19 58-59) G&H 
be easily evaluated at tha b a s e year prices. There was, therefore, nc 
need i-o use base year dutput-ji^ipULi^, ratio, Utna Dutta in her paper* has 
argued "Thus, costs like expenditure on repairs and maintenance, 
depreciation, market charges, imputed deduction of.bank charges and 
insurance premiums cannot be split up into price and quar.tity compcients 
without lAiidi the evaluation of material costs at base year prices has 
very l i t t l e significance. I t was, therefore, considered advisable to 
keep the relation of input to output constant over tho period under study, 
recognising at the same time the likely error involved on account of 
this implicit assun^tion of the absence of structural change". 
Structural changes are taking place in the agriciiltural sector due to 
Coromunity Development and other programme? and considerable expansion of 
fort i i izer distribution and irrigaTtion nrogrammes. There is no j u s t i f i 
cation, therefore, to assume the sairo ou"':.put-input relationship when the 
major portjon of inputs oan be estimated separately at the base year 

. prices. Amongst the remaining c o s t s , the cost or account of current 
repairs and maintonance cf iraplaments and various operational costs as 
well as depreciation is estimated by using per acre estimate for tho 
current price series. There w i l l ; therefore, be no serious objection to 
using the base year costr per acre for subsequent years in the real income 
ser ies ./ It is thus, seeT- that a l l the itoins of deductible costs in the 
agriculture sector can be evaluated a t the base year price. 

14, In the case of animal husbandry sector, the C.S.O. has prepared 
re.il income estimates in the sane manner as i s done in the agricultural, 
sector. In this sector too] i t is desirable to evaluate regional 
outpat rather than evaluate the entire output at an all-India Average 
price^ Similarly, the deductible costs can also be estimated separately. 

15. In the case of lUshory and forestry too, i t Is necessary to 
evaluate at the legicnal level rather than at the national levels Average 
prices and production aro 'no\j available for the fish catch in certain 
States, It wotild, therefore, be proper to evaluate Statowise value of 
fish production at the base year prices. Value added by fish curing can 
also be estimated at coni-'tant prices by evaluating fish dri.^d or salted 
and thie inputs, at J)ase year prices. Output and prices of forest products 

"Estimation of real product for the Indian tftilcn" published In Asian 
*^.tudies in Income and Wealth, page 276. 
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,aro zynXLeiol^ a t tho State-level and i t would worth^Aiile estimating 
incoL.a from forestry sector at the base year prices o f different States. 

16, In mining sector, the C.S.O, has evaluated the output at the base 
J ear pricjs. Here again, evaluation at base year prices is necessary at 
•̂ ••.a regional level and not national l e v ^ l . The IndiaiBureaiof Mines 

as started publishing t h e data regarding mineral output according to 
grades i n respect of certain niner:ils l i k e manganese ore, iron ore and 
coAl, Gradewlse prices a r e also available. In wjuld^ therefore, be 
v-pihviiile to use gradewlse data and Instead of evaluating the entire 

foduction at one price o f the mineral, gradewise evaluation at the base 
^ear prices can be resorted to, 

/l7. In factory establishment sector, the C.S.O. carried forward the 
"base year estimate by using the index number o f industrial production. In 
this sector too. double deflation method has not be adopted. As stated 
earl ier, index of production completely ignores structural changes and 
indicates trends in gross output approximately. Moreover, these index 
numbers are not sensitive enough to take into account the trends in various 
items o f production separately but for groups of items. Thus, the index 
niimber of production worked out in India treats petroleum products as one 
item which covers different petroleum products l ike petrol, high speed 
diesel, kerosine, etc. These cannot strictly be called homogeneous. 
Similarly, the internal combizstion engines are divided into t\.̂  very broad 
groups only, viz, ( i ) vehicular type diesel engines, and ( i i ) stationary 
type diesel engines though there exist several types of engines. Again 
industrial machines which itsel f form a very big heterogeneous group of 
products is considered as one item for the purpose of index o f production. 
In the same mani.er, a l l electric fans liiether ceiling, table or pedestal 
are treated equal. The index o f production may not, therefore, show the 
correct trend in the gross value at constant" prices. I t may not also 
be. possible t o evaluate a l l industrial products at the base year prices 
IS x-he number of products wi l l i t se l f be quite large and i t wi l l be 
Impossible to collect production or price data for each and every item of 
production. The practical way out would, therefore, bo to deflate the 
gross value group by group of inOustrlal products ty rel^itlves of prices of 
major oofiunodities in the group. The trend shown b j ' one or two major 
commodities may not alwj^s reflect the trend of a l l the commodities in the 
group but the prices of the major commodities in the ;p:oup wi l l show, in 
most cases, thT same trend o f prices as other commodities in the group i f 
the groups are sufficiently small. The inputs can al-^c be deflated in a 
similar manner so that the net value added in real terms can be derived as 
tho difference between the value o f output and input measiu^ed at constant 
prices. The calculations at the State.or regional level wi l l increase the 
accuracy of the estimates. The price statistics wi l l have to be expanded 
considerably for the purpose. T i l l that time, possibility o f ut i l i s ing price 
data implicit i i . the information in the returns submitted ty various 
factories for Annual Survey o f Industries can be examined, 

17. In small enterprises sector, the C.S.O. has prepared the estimates 
o f income a t constant prices in the f i r s t instance and then obtained the 
estimate at cu r r3 :t prices by superinposing the effect o f prices. The 
estimates of income at constant prices are built up by moving the estimates 
for the benchmark year on the basis o f physical production o f the relevant 
commodities. The commodities considered by the C.S.O* are l ikely to be few 
i n the -ib-sence of data on production. Tiftiat is needed, therefore, i s the 
stat ist ical data on physical production in the small enterprises sector. 
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18, The contribution o f the construction sector in real terras is 
obtained by niultipaying the employment By the base year earnin.'^E pjr head. 
The iniplicit assumption in the method is the constant productivity per 
woiker over a period which it: hardly tenable. I t may be wor^Aviiilt to 
collect statistics on value of construction from the municipal authirities 
\iic can regulate construction activity in their areas of jurisdictlvn. The 
cost structure wil l have to be S t u d i e d to ilnd put the magnitude of inputs 
l ike cement, bricks, steel, timber, e t c . used. These can then be do-latied 
individually by means of relevant indices of building costs, liiich wi l \ 
have to be specially constructed for the purpose. Since prices as suci o\ 
the construction units a r e di f f icult to determine, the gross value of 
construction activity in tho base year may l>e m o v e d ' p a r a l l e l to tho ina:^ o\ 
building activity ^ c h again wi l l have to be prepared ?3pecial ly by usiig 
consumption figures of various building materials-

19, For estiirating income from 'other commerce and transport', the C-^.O. 
has estimated, for the commodity hondiirig e e c t o r S ; the total trade and 
transport margins on the marketed output in the base year and moved the sane 
in r^at ion to the physical output of the year. In the case of non-
commodity handling sectors, the indicator xised i s the product of the estimatodj-j 
working force and the index of real earnings per worker. Since railway 
transport i s treated as a separate sector, i t is not known h"̂ w the transport 
margins exclusive of transport charges by railvays are estimat^xJ by the 
C.S.O. commoditywise. It is highly improbable that the transport margin per 
unit of jai'oduGt would raiiain same over a long period even in real tenns. 
For that matter, even the proportion of marketable surplus to the total 
output may not remain static ftora year to year. Instead of sub-divl'ding the 
sector Mother commerce and transport' into two sub-sectors o n l y for estir.ation. 
purposes, estimates can be prepared more precisely i f t h e sector is further 
sub-divided into more sub-sectors for \rfiich data on the physical volume of 
services are either available or can be collected* For instance, i t migit no"t 
be very di f f icult to estimate real income for the sub-sectors air-transport, 
and nationalised road transport, for uhj.ch considerable statistics are 
ccapUed, For estimating income arising out of other transport services 
l ike trucks, taxies, 3P£teshaws, i t wil l be necessary to carry out surveys 
regularly to estimate traff ic in terms of tonne-kilometers or passenger-
kilometers from a fixed sample of operators of trucks* taxics, ri«shaws, etc, 
and chain indices of r ise in traf f ic through these services coupled with 
indices showing the trends in number of vahicles wil l gjv^ a better idea 
about the movement of traff ic from year to ear. So far as income from 
'other commerce* is concerned, the statistics on sales tax, i f collected i n 
a/manner, w i l l throw l ight on the turnover of a l l the goods that are subject 
to sales tax. In a l l the States, sales tax i s levied and i t is compulsory 
for every registered dealer tc submit the return shewing turnover. The 
information contained in the returns can oe uti l ised to get the trends in 
the turnover of goods handled by the trading class. Since this Information 
can also be had commodltywise, i t v U l be possible to deflate the series by 
using corresponding indices showing trends in \iiolesale or reta i l prices at 
the case may be, ."̂ or the unorganised transport services and 'other commerce' 
i t may not be possible to use double deflation method duo to the limitatior^ 
of our statistical systems. To that extent, the estimates wi l l suffer from 
inaccuracy. T-toveover, for a small sub-sector covering transport 'otherwise 
unspecified* or other similar sub-sectors, no data are available on 
volume of traf f ic carried, there wi l l perhaps be no alternative but to use 
the real income as the product of working force and the per head earnings. 
The advantage of dividing the sector into various sub-sectors for estimation 
purposes would be that estimates of contribution in re^il terms b a s e d on volfn 
of traff ic would be more precise than estimated otherwise* 

file:///rfiich
file:///iiolesale


20, As regards railways, the C.S.O. has uaed l ) the na'aber cf passenger 
m i l f o r passenger traf f ic and ^ i i ) the number of ton-miles for goods-
traf/ic as indicators. Since the Pailway Borrd publisher, voluminous 
stalistica regarding railways, i t would be posaible to employ a better method 
tha/using only bread indicators. In the f irst place, a l l pasj-'enf^er miles 
caiot be treated equal. Passenger miles corresponding to air-conditioned 

Iss, f i r s t class, second class or third class are not rdditive in the 
:ict sense since their costs are different. Similarly a l l ton-miles camdt 
considered equal. Since tht: data on passenger miles for different 

(lasses and ton-miles for different commodities are available, i t wilibe 
possible to use these indicators separately. However, a better method woiald 
'be to deflate the passenger 3arnings by an index of passenger fares and 
freight earnings by an index of freight rates and estimate the gross 
earnings in real terms. Various deductible costs can be deflated by the 
corresponding price relatives, 

21, As regards services sectors, the C.S.O, has used in some cases a few 
broad indicators even though i t i s possible to make use of a variety of 
indioetc-r-s reflecting movement of different types of services \k.±ch cannot 
be considered equivalent to each other. For ^educational services' for 
example, indicators used are i ) the total number of school teachers aiid 
l i ) th3 total number of students on ro l l s . In the case of services, real 
incouie is measured in terms of the services received or provided. In the 
'eduoatlon* sector,^ . therefore, the services provided are reflected in the 
aumbji of students. • But, i t i s necessary to distinguish the educational 
services r-jceived in different types of educational institutes l ike primary, 
middle, secondary, arts, science, medical colleges, etc. 3iince the cost of 
such services are widely different. Accordingly, ':iifferent indicators w iU 
have to be used according to students in different types of institutions 
end the data on which are compiled regularly by the Mnistry of Education, 
The indicaten used for other so:tf l̂ce sectors are also weak the reason 
being non^availability of data thro^^g light on either producti.vity or the 
magnltucle cf services provided. I t i s , therefore, necessary to conduct 
sueveys regularly and collect data on changes in the volume of services 
provided frca a fixed sample.of service providers and prepare chain indices 
of productivity per person. The real income can then be estimated as the 
product of rforkiug force, base year per head earnings and the index of 
producti-/lty. In every sector, however, as many indicators corresponding to 
different typys of services as possible wi l l have to be used to increase .the 
accuracy of the estimates. In certain sectors, the data on the indicators 
showing the magnitude of services might be available. For the ' lega l 
profession'^ for instance, the rajmber of cases dealt by different types of 
courts, l ike Sup-erne Go^irt, High Courts, Session courts. Small Cause Courts, 
etc,, can be used as indicators since the information required for these 
indicators is l ikely to be readily available. The indicators are, however,, 
broad since a l l cases in a particular type of court are treated as equal,. 

the 
22, AP foi income from House Properi^y/ / same can'be deflated by means 
of ii.dex of rents i ^ch wi l l have to be constructed specially for the purpose* 

£3, .Cf a series of real income estimates is to be bui lt up,, the data on 
price3, physical quantities, indicators etc,, are required for a l l the years 
co\!fr3d by the series. I f the series extends over a broad span of time,, the 
reouisite data are not available, at times, for a l l the years under 
consideration. In such cases, the. series wil l have to be bui l t in parts . 
:uid liiked by chain method... 
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By : N a r o t t a m Shah, 

R e s e a r c h Bm^eau, 

The Economic T i m e s , Bombay 

In any c r i t i c a l s c r u t i n y o f the d e f l a t i o n o f n a t i o n a l 

income o f I n d i a , i t i s the non-commodity s e c t o r s * t h a t d e s e r v e 

the top p r i o r i t y , b e c a u s e , i t i s h e r e t h a t the f a u l t y methods 

seem to have r e s u l t e d i n a l a r g e o v e r - e s t i m a t i o n o f r e a l 

income , w h i c h , i n t u r n , has g i v e n an e x a g g e r a t e d i d e a o f the 

pace o f economic d e v e l opmen t i n I n d i a s i n c e i n d e p e n d e n c e . 

The prima f a c i e case f o r t h i s c o n t e n t i o n i s c l e a r l y 

e s t a b l i s h e d by the f o l l o w i n g da ta ( T a b l e I ; . 

TABLE 1 : IMPL IC IT DEFLATION OF NET DaXESTIC PRODUCT 

I!3 1963 -64 ffi TER14S OF 1948-49 PRICES 

!v a t i o n a l N a t i o n a l - I m p l i c i t 
income a t income a t d e f l a t i o n 

S e c t o r c u r r e n t 1948-49 m-{-?') 
p r i c e s p r i c e s ( 2 ) 
(Hs.ab.ias) (Fs .ab jas ; p e r c e n t 

( 1 ; ( 2 ) ( 3 ) C 4 J 

(a> A g r i c i L L t u r e , e t c . 8 1 . 0 5 9 , 0 27 .16 

( b ; M i A i n g , m a n u f a c t u r i n g 
and sma l l e n t e r p r i s e s 33 .9 2 4 , 4 28 .02 

A . COMKODITY SECTORS (a + b; 1 1 4 . 9 8 3 , 4 27 ,42 

(c> Commerce, t r a n s p o r t 
and communica t i o n 2 7 . 9 2 7 . 7 0 .72 

( d ) Other s e r v i c e s 3 0 . 1 2 8 . 9 3 ,99 

B. NOK-COMriODITY SECTORS(c + d ; 5 8 , 0 5 6 . 0 2.41 

N e t Domes t i c P r o d u c t 
a t f a c t o r c o s t 1 7 2 . 9 1 4 0 . 0 19 .03 

In t h i s p a p e r , I i n t e n d t o c o n c e n t r a t e a t t e n t i o n on the 
s e c t o r s wh i ch come under the broad r u b r i c s o f ' c ommerce , 
t r a n s p o r t and communica t i on ' and ' o t h e r s e r v i c e s ' i n the 
I n d i a n a c c o u n t s . F o r the sake o f b r e v i t y ^ t h e s e s e c t o r s 
w i l l be c a l l e d the 'non-commodi ty s e c t o r s . ' The s e c t o r s 
f a l l i n g under ' a g r i c u l t u r e ' and ' m i n i n g , m a n u f a c t u r i n g 
and sma l l e n t e r p r i s e s ' w i l l be r e f e r r e d t o a*̂  ' commodi ty 
s e c t o r s . ' 
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S e c t o r 

Index numbers o f I m p l i c i t r i s e 
income o r i g i n a t i n g i n f a c t o r p r i c t c 
the s e c t o r ; 1 9 4 8 - 4 9 ^ l 0 0 < ^ ^ ^ 

A t c u r r e n t A t c o n s t a n t LO) ) 
p r i c e s p r i c e s ( P e r ccn--* 

( 1 ; ( 2 ; ( 3 ; ( 4 ) 

( a ; A g r i c u l t u r e , e t c . 1 9 0 . 6 1 3 8 . 8 37 ,32 

(b ) M i n i n g , manu fac tur -
inK & sma l l e n t e r 
p r i s e s 229 .1 1 6 4 . 9 38 ,93 

A . GGMivIODITY SECTORS 200 .5 1 4 5 . 6 37 .71 

( c ; Commerce, t r a n s p o r t 1 7 4 . 4 1 7 3 , 1 0 ,76 
& communicat ion 

(d ; Other s e r v i c e s 224 .6 215 .7 4 . 1 3 

B. NCJ^-GOi#iODITY SECTORS 
1 9 7 . 3 1 9 2 . 5 2 ,49 

Or, i f we s t a r t f rom the 1948-49 p r i c e s da ta and then 

examine t h e c u r r e n t p r i c e da ta ( T a b l e 2) , i t w i l l be seen t h a t , 

a c c o r d i n g t o the CSO d a t a , w h i l e f a c t o r p r i c e s i n the commodity 

s e c t o r s r o s e by 3 7 . 7 per c e n t , , those i n t h e non-commodi ty s e c t o i ' s 

r ose by o n l y 2 .5 p e r c e n t . In tho c o n t e x t o f the f a c t t h a t b u l k 

of the f a c t o r p r i c e s i n v o l v e d i n the non-commodi ty s e c t o r s 

c o n s i s t s o f wages and s a l a r i e s o f employed p e o p l e and t h e 

earn ings o f s o l f - e m p l o y e d p e o p l e , i t i s absurd t o s u g g e s t t h a t 

W h i l e the income g e n e r a t e d i n the commodity s e c t o r s was 

i m p l i c i t l y d e f l a t e d by 2 7 . 4 p e r c e n t . , t h a t g e n e r a t e d i n the 

non-commodity s e c t o r s was i m p l i c i t l y d e f l a t e d by on l y 2 . 4 per 

c e n t . 

The same d i v e r g e n c e s t ands ou t s t r i k i n g l y i n t h e accom

pany ing c h a r t i n wh ich the c ior rent p r i c e s and c o n s t a n t p r i c e s 

da ta on income o r i g i n a t i n g i n ea;ch o f the f o u r major d o m e s t i c 

s e c t o r s a r e p l o t t e d . W h i l e i n the case o f two commodity s e c t o r s , 

t h e r e i s marked d i v e r g e n c e be tween the two ( c u r r e n t p r i c e s and 

c o n s t a n t p r i c e s ; c u r v e s , i n the case o f the two non-commodity 

s e c t o r s , the two c u r v e s a l m o s t o v e r l a p . The i m p l i c a t i o n o f 

t h i s phenomenon i s c l e a r , 

TABLE 2s IMPLICIT IT'ICRE^iSE IK FACTOR PRICES NATIONAL 

ACCOUNTS OF Il^IDlA : 1948-49 TO 1963 -64 
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f a c t o r p r i c e s i n non-comfiiodity s e c t o i s r o s e by 2 . 5 p e r c e n t . 

o n l y ^ d u r i n g a p e r i o d when thti wages and p r i c e s have shown a 

much sha rpe r i n c r e a s e . 

Some da ta i n d i c a t i n g the e x t e n t o f r i s e o f some o f the 

f a c t o r p r i c e s w h i c h a r c r e l e v a n t f o r our purpose a r e c i t e d i n 

T a b l e 3 b e l ow , i^s we a r e i n t e r e s t e d h e r e i n b road t r e n d s 

o n l y , no a t t e m p t a t r e f i n e m e n t o f da ta has been made. Thus , 

s i n c e da ta r e l a t i n g t o the f i s c a l y e a r s 1943-49 and 1963 -64 

were n o t r e a d i l y a v a i l a b l e , we have put t o g e t h e r the d a t a f o r 

the n e a r e s t y e a r s . 

TABLE 3i SOME SUGGESTIVE IMDICATORS OF It^CREASE IN FRIGES 

AND Wî GES IN IRDIA DURING REGKKT YEi\RS 

I n d i c a t o r s I n i t i a l 
p e r i o d 

R e c e n t 
p e r i o d 

% 
r i s e 

( 1 ; ( 2 ) ( 3 ) ( 4 ) 

A . 1 . Index Number o f W h o l e s a l e 
P i i c e s ( B a s e : 1952-53=100) 

9 9 . 8 
(1948) 

1 3 5 , 3 
( 1963 -64 ) 

36 

2 . Index Number o f Consumer 
P r i c e s ( B a s e : 1949 - 100 ; 

100 
(1949) 

137 
( 1963 -64 ) 

37 

B, 1 . /uinual A v e r a g e Ea rn ing s o f 
F a c t o r y Workers ( R s . ; 

1,036 
(1951 ; 

1 ,459 
(1962) 

41 

2 . Annual A v e r a g e S a l a r y o f 
P r imary T e a c h e r s (Rs.> 

544.5 
(1950-51 ) 

872 .8 
( 1 9 6 0 - 6 1 ; 

960 .0 
( 1965-66 ) 

60 

76 

3 . Annual A v e r a g e S a l a r y 2 , 6 9 6 . 1 
o f C o l l e g e T e a c h e r s ( R s , ; ( 1 9 5 0 - 5 1 ; 

3 , 6 5 8 . 9 
( 1960 -61 ) 

36 

4 ,000 
( 1 9 6 5 - 6 6 ) 

48 

C, Recorded I m p l i c i t R i s e i n 
F a c t o r P r i c e s i n Kon-
Comraodity S e c t o r s 
(1948-49 t o 1963-64 ; 2 . 5 

SOUKCES: L i n e 1 Column 2 : D e r i v e d by s p l i c i n g the e a r l i e r s c r i e s 
w i t h t h e y e a r end ing A u g u s t 1939 as b a s e , as g i v e n i n 
M i n i s t r y o f F i n a n c e , I n d i a s P o c k e t Book o f Economic 
I n f o r m a t i o n , 1 9 6 4 , P . 9 8 . 

L i n e 3 : i b i d . , P . 2 5 . 

L i n e 4 and 5 : O f f i c i a l r e l e a s e by the M i n i s t r y o f 
E d u c a t i o n as p u b l i s h e d i n The Economic W e e k l y , 
Augus t 7 , 1965 , P . 1 2 4 9 . 
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L i n e 6 ; From T a b l e 2 above 

kll o t h e r f i g u r e s a r e from c u r r e n t o f f i c i a l s e r i e s . 

I t w i l l be seen t h a t d u r i n g t h i s p e r i o d , p r i c e s as 

measured by the i n d e x numbers o f w h o l e s a l e and consumer p r i c e s 

r o s e by more than 35 pe r c e n t , and f a c t o r p r i c e s o f l a b o u r as 

measured by the annual a v e r a g e e a r n i n g s o f w o r k e r s and p r imary 

t e a c h e r s and c o l l e g e t e a c h e r s i n c r e a s e d much more . I n v i e w 

o f t h e s e f a c t s , i t i s i p a c r e d i b l e t h a t the a v e r a g e f a c t o r 

p r i c e i n the non-commodi ty s e c t o r s i n c r e a s e d by o n l y 2 . 5 p e r 

c e n t , as i n d i c a t e d by t h e CSO da ta on n a t i o n a l i n c o m e . 

The f a c t t h a t a , d i v e r g e n c e o f t h i s magn i tude i s a 

h i g h l y unusual phenomenon w i l l be e v i d e n t f rom a s tudy o f 

s i m i l a r da ta from any advanced c o u n t r y . I n T a b l e 4 b e l o w , we 

p r e s e n t some da ta c omp i l ed from t h e n a t i o n a l a c c o u n t s o f the 

Un i t ed Kingdom as an i l l u s t r a t i o n , 

TABLE 4 : M P L I C I T RISE IN FACTOR PRICES IN THE 
UNITLD KKGDOM BBTWEEN 1951 AND 1961 

Index number o f income I m p l i c i t r i s e 
o r i g i n a t i n g i n t h e i n f a c t o r p r i c e s 

S e c t o r S e c t o r i n 1 9 6 1 : b e tween 1951 and 
(1951 = lOQj 1961 

A t c u r r e n t A.t c o n s t a n t / ( 2 ) lOO^- lOO 
p r i c e s p r i c e s L(3) 

( p e r c e n t . ; 

( 1 ; ( 2 ; ( 3 ) ( 4 ) 

COiMMODITY SECTORS: 

A g r i c u l t u r e 1 3 3 . 1 1 2 6 . 7 5.1 

Min ing 1 5 4 . 6 8 9 , 4 7 2 . 9 

Manu fac tu r ing 1 7 4 . 7 . 1 3 3 . 7 30 .7 

C o n s t r u c t i o n 216 .6 1 4 4 . 6 4 9 . 8 

Gas , E l e c t r i c i t y 242 .3 1 6 1 , 1 6 0 . 4 

A v e r a g e f o r Commodity 
S e c t o r s 34 . 7 

NCW-CmMODITY SECTORS: 

T r a n s p o r t & Communi
c a t i o n 1 6 9 . 2 1 2 0 . 4 4 0 . 5 

D i s t r i b u t i v e t r a d e s 1 6 6 . 9 1 3 3 . 7 2 4 . 8 



5 

I n s u r a n c e , Banking and 
F inance 205 .3 1 4 9 . 4 3 7 . 4 

Ownership o f d w e l l i n g s 248 ,6 1 1 5 . 6 1 1 6 , 0 

P u b l i c a d m i n i s t r a t i o n 
and d e f e n c e 171 .1 8 8 . 9 9 2 . 5 

Average f o r K.on-
Cotnmodity s e c t o r s 51 . 7 

SOURCK: Columns (2 j and ( 3 ; i C e n t r a l 
Income and Ex-oend i ture , 1 9 6 2 , 

S t a t i s t i c a l 
T a b l e s 10 & 

O f f i c e . N a t i o n a l 
1 4 . 

Column ( 4 ; was d e r i v e d by us from Columns (2) and ( 3 ) . 

I t w i l l be seen from t h i s t a b l e t h a t t h e i m p l i c i t r i s e 

i n f a c t o r p r i c e s i n non-commodity s e c t o r s i n the U.K* ( r a n g i n g 

from 26 per c e n t , t o 115 per c e r t ; was n o t e n t i r e l y ou t o f 

l i n e w i t h t h a t i n the commodity s e c t o r s , ( r a n g i n g , e x c e p t f o r 

a g r i c u l t u r e , from 31 pe r c e n t , t o 73 per c e n t . ) , as i n the 

case o f Incl ian d a t a . The w e i g h t e d a v e r a g e f o r non-commodi ty 

s e c t o r s i s h i g h e r a t 51 ,7 p e r c e n t , a g a i n s t 34 . 7 p e r c e n t , f o r 

commodity s e c t o r s , 

MYSTERY SURROmDIUG THE METHOD OF_ESTmTION; 

O b v i o u s l y , a c a r e f u l p r o b i n g o f t h e manner i n wh ich t h e 

cons t an t p r i c e s s e r i e s o f n a t i o n a l income i s c o m p i l e d i n I n d i a 

by tho GSO i s u r g e n t l y c a l l e d f o r . U n f o r t u n a t e l y , i t i s w e l l -

n i g h i m p o s s i b l e f o r an o u t s i d e r t o conduct such a p r o b i n g . L e t 

us n o t i c e some of the prob lems t h a t an o u t s i d e r has t o f a c e . 

The da ta i n r e s p e c t o f n a t i o n a l income a t c u r r e n t 

p r i c e s a r e g i v e n i n the CSO's Wh i t e Papers f o r 1 4 d o m e s t i c 

s e c t o r s s e p a r a t e l y . But when i t comes t o the breakdown f o r 

the c o n s t a n t p r i c e s s e r i e s , the 1 4 d o m e s t i c s e c t o r s a r e 

c lubbed togeth^^r i n t o 4 broad s e c t o r s . T h i s i s a r e t r o g r a d e 

d e p a r t u r e from the p r a c t i c e l a i d down by the N a t i o n a l Income 

Committee ( 1 9 5 4 ; . F o r , i n i t s R e p o r t ( T a b l e k 1, 1 , on Page 

1 4 3 ; , the Commit tee had g i v e n tho e s t i m a t e s o f t h e n a t i o n a l 

income a t c o n s t a n t p r i c e s f o r a l l the 1 4 d o m e s t i c s e c t o r s . 

But when the CSO t o o k o v e r tho r e s p o n s i b i l i t y o f c c n t i n n i n g 
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the work on n a t i o n a l i n c o m e , i t s t a r t e d the p r a c t i c e o f 

c l u b b i n g the 1 4 domes t i c s e c t o r s i n t o 4 b r o a d e r s e c t o r s . 

T h i s p r a c t i c e makes even a s u p e r f i c i a l , s e c t o r - b y - s e c t o r 
compar ison o f the t w o ( c u r r e n t p r i c e s and c o n s t a n t p r i c e s ; 

_^ser i es i m p o s s i b l e , 

A f a r g r e a t e r o b s t a c l e i s the l a c k o f a s u f f i c i e n t l y 

d e t a i l e d e x p l a n a t i o n i n any p u b l i s h e d o f f i c i a l document as 

to how e x a c t l y the c o n s t a n t p r i c e s s e r i e s i s c o n s t r u c t e d . 

A v a i l a b l e f r a g m e n t a i y h i n t s a r e s c a t t e r e d o v e r a l a r g e 

number o f p u b l i c a t i o n s and c l o s e r e a d i n g o f a l l t h e s e 

t i t b i t s o f m a t e r i a l makes i t amply c l e a r t h a t CSO has n e v e r 

ca red t o e x p l a i n t o e x p e r t s , and much l e s s t o the g e n e r a l 

p u b l i c , how e x a c t l y those e s t i m a t e s a r e c o m p i l e d . 

W i t h t h e s e r emarks , we s h a l l b r i e f l y r e v i e w the 

a v a i l a b l e h i n t s b e a r i n g d i r e c t l y o r i n d i r e c t l y on the method 

o f e s t i m a t i o n o f n a t i o n a l income g e n e r a t e d i n non-commodi ty 

s e c t o r s . 

The N a t i o n a l Income Commit tee had t o d e v o t e i t s 

a t t e n t i o n l a r g e l y t o the p r e p a r a t i o n o f c u r r e n t p r i c e s s e r i e s . 

The p r e p a r a t i o n o f c o n s t a n t p r i c e s s e r i e s was done a l m o s t 

i n c i d e n t a l l y . An o b v i o u s f l a w i n t h e i r e s t i m a t i o n o f c o n s t a n t 

p r i c e s s e r i e s was i n r e s p e c t o f the'Govv3rnmGnt S e r v i c e s 

( a d m i n i s t r a t i o n , ) ' " The o u t p u t o f Government a d m i n i s t r a t i o n 

has been l e f t uhad. lusted on t h e i m p l i c i t a ssumpt i on t h a t 

the r e a l o u t p u t o f Government i s measured by the money wages 

p a i d . " ( R e p o r t . P . 1 4 3 ; . The v e r y need f o r d e f l a t i o n i n t h i s 

s e c t o r was thus e x p l i c i t l y d e n i e d by the N I C , 

As f o r the l a t e r e s t i m a t e s , we w e r e g e n e r a l l y a s s u r e d 

by the CSO i n the f i r s t W h i t e Pape r on n a t i o n a l income t h a t 

"The method o f - e s t i m a t i o n adop t ed i n the F i n a l R e p o r t o f the 

N a t i o n a l Income Commit tee ( F eb rua ry 1954 ; has been s c r u p u 

l o u s l y f o l l o w e d b u t , o f c o u r s e , f o r some minor changes 

which we r e i n d i c a t e d i n the N o t e s a t the end o f the W h i t e 
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* From an ECAFE document men t i oned b e l o w , i t a p p e a r s t h a t 
some change was made i n some l a t e r i m s p e c i f i e d y e a r . 

One must i n c i d e n t a l l y ask i why i s i t t h a t CSO n e v e r though t 
a d v i s a b l e t o put such a n o t e i n the w h i t e pape r s f o r 
the b e n e f i t o f a w i d e r a u d i e n c e ? 

P a p e r , I f we w e r e t o go by the i n d i c a t i o n s s i m i l a r l y g i v e n 

i n the l a t e r Wh i t e P a p e r s , i t woiiLd appear th;:^t the N IC r u l i n g 

deny ing the n e c e s s i t y o f any d e f l a t i o n i n the Government 

s e c t o r s t i l l s t a n d s , f o r , i n none o f the t w e l v e Wh i t e Pape r s 

i s s u e d t i l l now has t h i s r u l i n g been c h a n g e d . * 

About the e s t i m a t i o n o f r e a l p r o d u c t i n one more s e c t o r 

' h ouseho ld s e r v i c e ' , we f i n d an i n t e r e s t i n g comment i n t h e 

Whi te Paper i s s u e d i n A p r i l , 1956 s " L a s t l y , f o r d o m e s t i c 

s e r v i c e , i n the absence o f any r e a l i n d i c a t o r , no a t t e m p t 

has been made to a d j u s t the c u r r e n t e a r n i n g s . " ( E s t i m a t e s 

o f N a t i o n a l I n come , 1948-49 t o 1 9 5 4 - 5 5 , p . 2 5 ; . Whence t h i s 

new p r o c e d u r e came i n f o r c e i s n o t i n d i c a t e d . No r a r e we 

t o l d whe the r the d a t a f o r the p r e v i o u s y e a r s w e r e r e c a l c u l a t e d 

i n a c co rdance w i t h the new p r o c e d u r e t o make them comparab l e 

w i t h those o f l a t e r y e a r s . 

T h i s i s abou t a l l one can g l e a n f rom t h e W h i t e P a p e r s . 

But r e c e n t l y , I came a c r o s s a mimeographed KCAFE seminar 

document w h i c h must be ment i oned he r e i n t h i s c o n n e c t i o n . 

Tho document meant " f o r p a r t i c i p a n t s o n l y " i s i S o u r c e s and 

Methods o f N a t i o n a l Accoun t s i n F i f t e e n ECAFE C o u n t r i e s (ASTAT/ 

NA/5, 29 May, 1 9 6 4 ) . I t has a s e c t i o n d e a l i n g w i t h I n d i a , 

wh ich has been p r e p a r e d by the ECAFE S e c r e t a r i a t , on the b a s i s 

o f the m a t e r i a l s u p p l i e d by the CSO. I t i s h e r e t h a t we 

g e t , f o r the f i r s t t i m e , a f u l l s t a t e m e n t ( r u n n i n g i n t o 

t h r e e p a g e s ; o f how the c o n s t a n t p r i c e s s e r i e s i s p r e p a r e d 

by the CSO. 
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* "The da ta f rom 1961 ' H o u s e - l i s t i n j i ' a r e under t a b u l a t i o n , 
but i n d i c a t i o n s a r e t h a t t h e s i t u a t i o n has worsened s i n c e 
1 9 5 1 . . . " C e n t r a l S t a t i s t i c a l O r g a n i s a t i o n , Country S t a t e 
ment f o r I n d i a . subm i t t ed t o A s i a n P o p u l a t i o n C o n f e r e n c e , 
New D e l h i , December 1 9 6 3 , p . 2 9 . 

3ut e v en thes e t h r e e pages do n o t g i v e a s u f f i c i e n t l y 

d e t a i l e d e x p l a n a t i o n o f the me thod . Fo r one t h i n g , t h e r e 

seems t o be some change i n t h e e s t i m a t i o n o f r e a l p r o d u c t 

i n the 'Government s e r v i c e s ( a d m i n i s t r a t i o n ; ' s e c t o r . But 

as can be seen from t h e da ta and the c h a r t p r e s e n t e d a b o v e , 

i t seems t h a t tho chan^^e i n t h e p r o c e d u r e has n o t made any 

r e a l d i f f e r e n c e i n the f i n a l f i g u r e s , 

a b o u t the income o r i g i n a t i n g i n the house p r o p e r t y 

s e c t o r , the document sayss g r o s s r e n t a l income from 

r u r a l and urban s e c t o r s have been o b t a i n e d f rom the f i g u r e s 

o f ' a v e r a g e r e n t a l p e r p e r s o n ' r e l a t i n g t o the base y e a r 

and the e s t i m a t e d p o p u l a t i o n i n each y e a r , ' * T h i s p r o c e d u r e 

o b v i o u s l y assumes cons tancy o f f l o o r space p e r p e r s o n . To 

the e x t e n t t h a t t h e r e has been a d e c l i n e i n the f l o o r space 

p e r p e r son s i n c e 1 9 4 8 - 4 9 , t h e r e i s a c l e a r b i a s f o r o v e r -

e s t i m a t i o n i n t h i s me thod . * 

IKTERTiAL EVIDEt'-iCE; 

F i n a l l y , I m i gh t draw a t t e n t i o n to some ' i n t e r n a l 

e v i d e n c e ' t h a t i s a v a i l a b l e i n the CSO documents . I t i s 

p o s s i b l e t o d e v e l o p some i n t e r n a l e v i d e n c e because we 

happen t o h a v e , f o r tho y e a r s 1955-56 and 1 9 5 9 - 6 0 , the 

c o n v e n t i o n a l s e r i e s on n c . t i o n a l income as w e l l as a r e v i s e d 

s e r i e s ( p r e s e n t e d i n N a t i o n a l Income S t a t i s t i c s ; P r o p o s a l s 

f o r a R e v i s e d S e r i e s o f N a t i o n a l Income E s t i m a t e s f o r 1955 -56 

to 1959 -60 . r e f e r r e d t o h o r o a f t o r as N IS B lue B o o k ; , i n 

c ons t an t and c u r r e n t p r i c e s . I t i s , t h e r e f o r e , p o s s i b l e t o 

d e r i v e the i m p l i c i t r i s e i n f a c t o r p r i c e s i n each o f the 

f our broad d o m e s t i c s e c t o r s as g i v e n by bo th t h e s e s e t s 

o f data which a r e a t l e a s t p a r t l y i n d e p e n d e n t . The 

r e l e v a n t da ta a r e p r e s e n t e d i n T a b l e 5. 



T A B L E S s R I S E IN F A C T O R P R I C E S BiiiwEs^ 1955-56 1959-60 
A S I N D I C A T E D BY TWO S E T S OF lATk C O M P I L E D BY C S O . 

Sector 

"income o r i g i n a t i n g Index number I m p l i c i t 
i n t h e s e c t o r (Rs. o f income r i s e i n 

a b j a ) o r i g i n a t i n g f a c t o r p r i c e s 
i n t h e s e c -

1955-56 1959-60 t o r 1955 -56= (Per c e n t . ) 
100 

— T x n r o u r o 
DATA P U B L I S H E D IN THjI W H I I E PaP E R 

g r i c u l t u r e : 

Current P r i c e s 
Constant P r i c e s 

^ning> Manufac ture 

Current P r i c e s 
Constant P r i c e s 

;omme_rc.e, T r a n s p o r t 
::;o[nmunication : 

Current P r i c e s 
cons tan t P r i c e s 

)t he r_Se r v i c e s : 

Current P r i c e s 
Constant P r i c e s 

4 5 . 2 
5 0 . 2 

1 8 . 5 
1 7 . 6 

I S . 8 
1 9 . 7 

17 .3 
1 7 . 3 

6 2 . 5 
5 5 . 1 

2 3 . 2 
1 9 . 7 

2 2 . 3 
2 2 . 7 

2 1 . 8 
2 1 . 4 

1 3 8 . 2 7 
1 0 9 . 7 6 

1 2 5 . 4 1 
1 1 1 . 9 3 

1 1 8 . 6 2 
1 1 5 . 2 3 

1 2 6 . 0 1 
1 2 3 . ?0 

I 5 l l 

2 5 , 9 7 

1 2 . 0 4 

2 . 9 4 

1 .87 

LATA P U B L I S H E D J}i THE N . I . S . B L U E - B O O K : 

. ^ r i c u l t u r e : 

Current P r i c e s 
: !onstant P r i c e s 

44 .6 
5 7 . 0 

6 2 , 5 
6 1 . 5 

1 4 0 . 1 3 
1 0 7 , 8 9 

2 9 . 8 8 

l in ing . Manufacture 

Current P r i c e s 
Constant P r i c e s 

Cjitmerce ^ T r ^ s p o r t 
^Jommunicat ion ; 

Current P r i c e s 
Constant P r i c e s 

-tii'^rServi 

vurrent P r i c e s 
Constant P r i c e s 

1 6 . 3 
1 8 . 1 

15 .6 
1 7 . 7 

1 6 . 5 
1 6 . 2 

2 1 . 9 
2 1 . 4 

2 0 . 7 
2 0 . 6 

J 9 . 4 
1 9 . 2 

1 3 4 . 3 6 
1 1 8 . 2 3 

1 3 2 . 6 9 
1 1 6 . 3 8 

1 2 5 . 1 6 
1 1 8 . 6 2 

1 3 . 6 4 

1 4 . 0 1 

5 , 60 
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Panel « i s based on the convent iona l data pub l i shed in the White 

Papers nnd Panel B i s based on the r e v i s e d da ta pub l i shed i n 

the NIS Blue Book. The data de r i ved i n G o l . 5 in both the 

pane l s p r e s en t s an i n t e r e s t i n g comparison. The i m p l i c i t r i s e 

i n f ac to r p r i c e s in r e spec t of the two commodity s e c t o r s i n d i 

cated by the convent i ona l data (26 and 12 per c e n t . ) i s not 

very much d i f f e r e n t from that i n d i c a t e d by the r e v i s e d data 

(30 and 14 per c e n t , ) - But the co r re spond ing f i g u r e s d i f f e r 

w ide ly whan we come to the non-commodity s e c t o r s . The i m p l i 

c i t r i s e in f a c to r p r i c e s in the two non-commodity s e c to r s 

i s 3 and 2 per cent , accord ing to conven t i ona l d a t a , wh i l e 

i t i s as high as 14 and 6 per c e n t . , r e s p e c t i v e l y , accord ing 

to r e v i s e d da ta . I t i s thus c l e a r tha t compared to the 

r e v i s e d da t a , the convent i ona l data su f f e r from inadequate 

d e f l a t i o n . Th i s i s not to say that the i m p l i c i t d e f l a t i o n 

i n the r e v i s e d data i s s u f f i c i e n t ; a l l that i s maintained 

here i s that the r e v i s e d da ta do po in t to the f ac t that the 

i m p l i c i t d e f l a t i o n i s being i n s u f f i c i e n t l y c a r r i e d out in 

the non-comm.odity s e c to r s i n the c o n v e n t i o n a l s e r i e s . 

In the absence of a ' f u l l d i s c l o s u r e ' by the 

CSO, i t i s imposs ib l e f o r an ou t s i de r to e s t a b l i s h h i s case 

complete ly in a matter l i k e t h i s . But I hope the above d i s 

cuss ion has e s t a b l i s h e d at l e a s t a pr ima f a c i e f o r the con 

t ent ion that the i m p l i c i t d e f l a t i o n c a r r i e d out in the 

convent iona l n a t i o n a l income da ta p u b l i s h e d by the CSO 

su f fe r from s e r i o u s l y inadequate d e f l a t i o n . I f t h i s i s 

so , there i s an obv ious need fo r a f u l l s ca l e s c ru t iny of 

the whole quest ion by indencndont e x p o r t s . 

?5§-5XAMPLE_gF.BRlTISIj_OSO: 

Here I would l i k e to draw the- a t t e n t i o n of a l l 

concerned to the e x c e l l e n t manner i n which the Cen t r a l 

S t a t i s t i c a l O f f i c e of the 'Jnitcd Kingdom has taken care to 

e x p l a i n p u b l i c l y in a p r i c e d docamcnt the method of e s t i m a -
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t i o n t h a t i t f o l l o w s i n p r e p a r i n g the r e a l p r oduc t e s t i m a t e s 

f o r the U.K. 

T h i s e x p l a n a t i o n i s g i v e n i n i t s p u b l i c a t i o n , 

I iaMQ.gaJr-X"gPgg_^t-^ti£tic s ; The Sour ce gand_Jje thods_^ The 

most v a l u a b l e p a r t o f t h i s e x p l a n a t i o n i s a c o m p r e h e n s i v e 

s ta t ement ( i b i d . , pp . 358 - 3 7 0 ) , i n ^ i c h a r e l i s t e d o v e r 

200 i n d i c a t o r s o f output wh i ch are u t i l i s e d i n the c o m p i l a 

t i o n o f e s t i m a t e s o f r e a l p r o d u c t . For each o f t h e s e i t e m s , 

the B r i t i s h GSO g i v e s the w e i g h t a s s i g n e d t o the i t e m , t h e 

i n d i c a t o r used and t h e a d j u s t m e n t s , i f any , made. Thus , 

under the r u b r i c ' i n s u r a n c e ' , f o r the i t e m ' m a r i n e , a v i a t i o n 

and t r a n s i t i n s u r a n c e ' , we a re t o l d t h a t the w e i g h t f o r t h i s 

i t em i s 1.17 ( ou t o f 1 , 0 0 0 ) , the i n d i c a t o r used i s t o t a l 

premiums l e s s c l a i m s p a i d , d e f l a t e d by impo r t and e x p o r t 

a v e r a g e v a l u e i n d i c e s . And so on i t g o e s f o r a l l t h e 200 

and odd i t e m s . 

One p o s s i b l e r e a c t i o n t o t h i s paper may be some

t h i n g l i k e t h i s ; " w e l l , i n a broad way a l l t h i s i s c o r r e c t 

and f a i r l y w e l l - k n o w n . " I f i t i s a c c e p t e d t h a t c3ue t o i n - • 

adequate i m p l i c i t d e f l a t i o n i n non-commodi ty s e c t o r s , t h e r e 

i s a s i z e a b l e e l ement o f o v e r - e s t i m a t i o n i n t h e d a t a on 

I n d i a ' s r e a l p r o d u c t , i t i s c e r t a i n l y not t r u e t h a t i t i s 

w e l l - k n o w n . L e a v i n g a s i d e a h a n d f u l o f n a t i o n a l income 

s t a t i s t i c i a n s , p e o p l e at l a r g e and even p r o f e s s i o n a l e c o n o 

m i s t s a re no t g e n e r a l l y aware o f any such l a r g e o v e r - e s t i 

mat ion o f the g r o w t h r a t e o f r e a l p r o d u c t . T r u e , i t i s 

g e n e r a l l y r e a l i s e d t h a t our n a t i o n a l income e s t i m a t e s a r c 

i n a c c u r a t e J but ' i n a c c u r a t e ' can i m p l y bo th a p o s s i b l o 

u n d e r - e s t i m a t i o n and o v o ^ r e s t i m a t i o n . B u t , the p u b l i c a t 

l a r g e h a s c e r t a i n l y no i d e a t h a t our e s t i m a t e s o f r e a l 

p roduc t s u f f e r f rom a c l e a r -nd s i z a b l e o v e r - e s t i m a t i o n 

i m p l y i n g an o v e r - e s t i m a t i o n o f t h e g r ow th r a t e o f the 
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* Census of I n d i a , Paper No , l of 1962, F i n a l Popu l a t i on T o t a l s , 
p . XXV, Statement 18. 

economy, NowKere, not oven in the NIS Blue Book, has t h i s 

f a c t been c l e a r l y set f o r t h . 

Had the extent of the o v e r - e s t i m a t i o n been marg ina l 

one need not be a s t i c k l e r about i t . But as can be seen from 

the data presented above, the degree of o ve r - e s t ima t i on i s 

f a i r l y l a r g e . How l a r g e e x a c t l y i t i s , i s r a the r d i f f i c u l t 

t o say, because that would i n e v i t a b l y i nvo l v e a d e t a i l e d 

es t imat ion of the a c t u a l r i s e i n the r e a l p roduct . Such an 

e s t imat ion i s a ra ther d e s p a i r i n g j ob i n the non-commodity 

s e c to r s for an o u t s i d e r . F i r s t l y , even the e s t imates at c u r 

rent p r i c e s in t h i s sector conta in a very l a r g e element of 

guess -work , î nd any ' r o u g h ' d e f l a t i o n of the cur rent p r i c e s 

e s t imates for the non-commodity s ec to r s cannot but compound 

the e r r o r s . One can approach the problem, t h e r e f o r e , through 

another short cu t . I f r e l y i n g on the census d a t a * , we can 

assume that the s t ruc tu re o f the Indian economy has a l s o not 

changed s i g n i f i c a n t l y dur ing the per iod 1948-49 to 1963-64, 

we would not be wide of the mark i f we make a broad assumption 

that the s t ruc tu re of r e a l n a t i o n a l product has not changed 

s i g n i f i c a n t l y . During the pe r i od under d i s c u s s i o n , the r e a l 

income o r i g i n a t i n g in the commodity s ec to r s rose by 45,5 per 

cent , (from 57.3 a b j a s to 83.4 a b j a s ) . During the same period^ 

according t o the convent iona l d a t a , the income o r i g i n a t i n g in 

the non-commodity s ec to r s rose by 92.5 per c en t , (from 29.4 

ab j a s to 56,6 a b j a s ) - I f , on the assumption of no change in 

the s t ruc tu re of r e a l p roduct , we take the co r r e c t f i g u r e of 

magnitude of growth in these (non-commodity) s e c to r s t o be 

same as in the commodity s e c t o r s , i . e . 45.6 per cen t , ( i n s tead 

of 92 .5 per c e n t . ) i t would seem that the o v e r a l l growth 
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i n the r e a l product i n l a d i a dur ing t h i s p e r i o d was not 60 .8 

per c en t , as shown by the convent iona l o f f i c i a l data but about 

45.5 per cent . 

Co r r e spond ing l y , the i nc r ea s e i n the per c a p i t a r e a l 

product dur ing the f i f t e e n year pe r iod would work out not 20 

per c en t , as shown by the convent iona l o f f i c i a l data but only 

about 9 per c e n t . 

AS a f i r s t approx imat ion , we have assumed that both 

the (commodity and non-commodity) s e c t o r s have grown at the 

same pace . But i t i s l i k e l y tha t the non-commodity sec to r s 

may have grown at a somewhat f a s t e r r a t e . Making a rough 

a l lowance f o r t h i s , dur ing the pe r i od under d i s c u s s i o n , the 

aggregate r e a l product may have i nc r ea sed by about 50 per 

cent , ( a g a i n s t the o f f i c i a l es t imate of 61 per c e n t . ) and the 

per c a p i t a r e a l product by about 12 per cent , ( a g a i n s t the 

o f f i c i a l es t imate of 20 per c e n t . ) . 

Admittedly, the a l t e r n a t i v e f i g u r e o f f e r e d here 

are ext remely rough; but they do i n d i c a t e the order of the 

magnitude of e r r o r s i nvo l ved i n the conven t i ona l o f f i c i a l 

data on r e a l p roduct . The magnitude of e r r o r i s e v i d e n t l y 

l a r g e ; and there i s , t h e r e f o r e , a strong case f o r a thorough 

c e c a l c u l a t i o n o f r e a l product d a t a . 

Whi le not denying the importance of the cu r rent 

p r i c e s s e r i e s , i t should be noted that i n a country l i k e 

Ind i a , where economic growth i s the c e n t r a l g o a l of p u b l i c 

p o l i c y , i t i s the constant p r i c e s s e r i e s , of a l l the da ta 

on n a t i o n a l income, that i s most w i d e l y quoted and d i s cu s s ed 

among the economists , po l i cy -make r s and the wider -pub l i c . I t 

i s , t h e r e f o r e , of g r ea t importance tha t i f the r e a l product 

data are found to su f f e r from any s e r i o u s o v e r - e s t i m a t i o n , 

such as suggested by the above a n a l y s i s , the matter should be 

promptly set r i g h t . The p u b l i c should know the f a c t s , however , 

b i t t e r such a downward r e v i s i o n of the key data may be . 
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PROBLEMS OF DSFMING THE CUHEHTT HilGE SiaiES 
OF NATIONS BIOOME JiND RSL^SD AOGRH>JiJES 

S.G, Tiwari ana 3 . Kuiiar 

1 , Introduction; 

1 .1 Estimation of national incxjtne ard related aggi-egates at current 
prices has .received attention of many researd"I workej.-s in India but the 
f ie ld of real national economic accounting i s s t i l l l?irgej.y uneixplored, 
Jln attempt had beax made by the National Inoome Conuii'^teo'to presait 
rough estimates sliowing the varj.ati^ns i n i T e a l output of the country, 

, The method of estimation involved the use of certain indicators to 
measure the diange in national real outpiit by covering eadi main category 
of ccntribution to national income ar.ci estimating i t by/method considered 
appropriate for that category, Tha major di f f ica lty atttaidant on this 
procedure has been that in some ^^eutors, estimates of output are based 
on the average earnings atifi nuriber of workers rather than on the product 
approach, Stlnce 195U> some -̂ ork in the f ie ld of rea l accounts has been, 
done in the Central Statistical Orgcmsation,^oserve B?nk of India, 

Rat iona l Council of Applied ^oonomic Research and also by some individual 
research workers. However^ in view of the oopiplejcity of the problems 
involved in the compilation of rtial accounts, a lot of ground has yoft' • 
to be covered. Broadly speaking^ these proW.ems rife more in number as 
enumerated in the next paragrat)h, 
1 .2 The f ie ld of r ea l national eoonomic accounting irieludes rea l ' 
product by type of expenditure aid by industry, measuremfflt o l rea l 
inputs and the convertion of non-product compone'its of the accounts into 
real terms. The f i r s t problem relates to tho comparability of produrts | 
over time. As long as the requisite type of data ia respect of.new 
products and quality changes are not forthcoriiing, the estimates of real 
output would be biased. The s_aoDniL,problgii relates t j the choice of 
appropriate method of estimation to serve a given oljectivei - The national 
inoome may be used as a measure of aggregate welfari' or as a measure of 
economise productivity. The former case'would involve the compilation of 
indices oT expehcOure on f inal products by using tku prices of f inal 
products as a basis of the weighting system. In thb latter case the At 
Valuation rests on the cost basis since the factor cofjt of production K • 
may reflect in approximate degree the relati-v^ marginal productivities of . 
factors taking part in their pro iuction, The_thir4_p;"oblem jrelatesjbo 
the kind of price deflators used, relevance of the prices col-lected gx^d 

'- the representativeness of thi© available price indices. The fourth 
^ o b l a i relates to the choice of the base ./oar^ 

i»3 There are certain other equally important related problems. In 
cert^ji sectors such as general government sei'vl-ces an.d financial -
institutions, i t i s di f f icult to define the unit cf outpjt» Again i t i s 
not always ^ s s i b l e to deflate the non-comnodity flows in an appropriate 

, mainer. The balancing of external transaction ^ccount involves a number 
of conceptual problems ^and technical dif ficuli.les. I f the exports and 
imports are deflated by separate price deflators,, the rea l imports might 
sometimes turn out to be larger than real exports, so that the rea l 
surplus becomes negative even though at current pi-ices the surplus i s . 

!• Hna l Report of the National Income CorrLmittee - February 195U -
Issued by the Department of Kconomlc Affairs , I to istry of finance. 
Government of India, 
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positive. In order to balance the accounts, i t has therefore b e e n 
buggested^ that the export (or import) surplus be deflated direobly by an 
implicit price indeix and an additional itesn 'trading gain' may be introducd. 

^^h In view of the fact that adequate data for compiling real accounts 
are not available at present, there i s a need to make efforts for the 
collection of relevant data at least for the compilation of certain key 
aggi^egates. Ideally, i t may be considered desirable to ha've a complete set 
of rea l accounts but from practical considerations i t may be more appropriate 
to plan for a gradual development of the system. 

1»5 In the present paper, an attempt has been made to focus attention 
on the f i rs t three problans relating to real output in the f ie ld of ( i ) indus
t r i a l origin of gross national product at factor cost, ( i i ) private consumption 
expenditure, ( i l i ) general gov€irnment consumption eocpenditure, ( iv ) domestic 
fixed capital formation, (v) increase in stocks and (vi ) saving, with which 
the research workers are generally faced. Gaps in statistical information 
and detailed ostt i tLat ional procedures have alarr> been indicated, 

2, Industrial origin of gross national product -at factpr cost?. 

Out of the four principal methods of computing value added in 
various sectors via, (1 ) double deflation ( i i ) double extrapolation, 
( i l l ) extrapolation by quantity index of input and ( iv ) extrapolation 
b y quantity index of outpat, a particular method has been suggested 
after taking into account Xhe availability of data for a particular 
sector, the details of ;*iidi are given in the subsequent paragraphs, 

2.1 Agriculture; The contribution of agriculture sector accounts for 
about 5b. par cent of the net output in India. I'he available data m^e i t 
possible to adopt a double extrapolation or double deflation method.in some 
detail. Sufficient information i s not available about the various varietiea 
and cfaalities of commodities produced. The price statistics relate to the 
commodities of average quality and i t i s not knovm as to how far they truly 
represent the actual production. As long as production of a particular 
variety of a comodity i s not large enou^ for being considered as a common 
variety^ the qualitative improvements get ignored. It, therefore, seems 
necessary to make arranganents for the collection of data on the price and 
output of important varieties of commodities in order to make themnore 
representative. In certain cases the available information relates to the valu~e 
of production only which calls for the compilation of appropriate price 
deflators. Further, for compiling the estimates of inputs at constant prices, 
the available data are also inadequate. The farm nanagement studies provide 
some information »#iich i s incomplete; they provide data on inputs in value 
terms rather than in physical terms. The studies being localised in chajracter 
are not representative fcr the State as a whole. Besides seeds^ another 
important input relates to manure whidi includes Inorganic ( e .g . anmonium 
suirhate, super j^osphate, urea, ammonium nitrate etc.) and orgaijic manure 
(e .g . compost and farm yard manure, dung manure e tc . ) . The available infomation 
on the use of various types of organic manuresis very inadecfuate for compiling 
estimates of inputs at base.year prices. Irrigation diarges which represent the 
sale of water to the agriculture sector could be estimated by deflating the 
water charges in the current year by an appropriate index. An alternativemet4u>d woul-
be to determine the irrigation diarges by multiplying the area under irrigation 
in the current yeair by base year charges per acre. The current repairs 

2. Statistical Office of the United Nations, "National Accounts in Constant 
Pricos'»"Sr/SrAT/CDNF.7/U9, V^* 
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acid mainten^ce of implements and current cost of maintenance of bunds, 
irrigation works, fencing etc, constitute another iten of input of the 
agriculture sector. Data available on this itan are not adequate for 
compiling ' estimates of value of input. I t may be desirable to 
break up the cost (&i5vDlved into tv7o categories; (1) labour charges and 
( i i ) cost of materials, for determining the rea l inputs. The other 
main items of input relate to market charges and cost of feed of 
livestock required on farm. The estimates of markex. charges at constant 
prices would again involve collection of necessary data. For estimating 
the cost of ui>-keep of livestock population i t i s necessary to determine 
the feed cost in respect of fodder, grains, concentrates, salt , ^ e e 
and medicines etc, at the base year prices, 

2.2 Livestock production; This sector includes raising of livestock, 
poultry, rabbits, furbearing or other animals, bees and the production 
of milk, wool, fur, eggs and honey, FTficise level of output in this 
sector i s not known and the available data do not yield any information 
about the annual changes in the •value of output. In view of the 
limitations of the data i t i s not possible to prepare rel iable estimates 
of output at constant prices. The main items of input in this sector 
relate to the feed cost of non-service animals and the cost of 
materials. Estimates of feed cost can be compiled from the value of 
output of fodder crops, grass,^usk, bran, stalks and straw. However, 
this procedure may lead to some anomolous results over a period^time. 
In a lean year with poor crops, total output in this sector, for 
instance, of milk and milk products would show an increase based as i t 
i s on the average milk yield rates par breeding animals, whereas the 
input of concentrates, grains, rice-husk bran and strav/ etc. is l ikely to 
decrease because of the f a l l in the output of by-products of 
agricultural sector. This results in distortion of the value added both 
in the years of good and poor harvests because of the assumption that a 
constant proportion of the output i s used as input. This situation 
therefore necessitates the use of estimation of feed cost on the basis of 
the livestock population. The cost of materials used as inputs could be 
determined at the bas:* year pricies i f some information were available 
on the quantitites and prices of sudi items. Diff iculties ^ e also 
experienced in estimating the value of increment in livestock population 
due to non—availability of data about the quality and weight of various 
types of animals over a period of time, 

2.3 Agricultural services: This sector includes agricultural, animal 
husbandry and horticultural services on a fee or contract basis such as 
harvesting, baling and threshing, husking and shelling and preparing 
tobacco for auctioning, animal shearing, veterinary services, animal 
hospitals and care centres, pest destroying, spraying, pruning, picking 
and packing and opetrating irrigation systems and rental of farm machinery. 
Transportation of farm products by the producers theanselves to 
established markets i s included in the agricultural services in view of 
the fact that these services are andl lary activities of the primary 
prociucers. The output of certain agricultural services can be considered 
to be included in the agricultural sector as the prices used for 
evaluation of agricultural output include the value of such services. 
For certain types of agricultural services such as veterinary ser'vices 
and irrigation systems i t i s possible to make use of the data available 
in the govorrment accounts. The outputs of veterinary services at currant 
prices could be deflated by a price index: of the rates of fees charged 
and the estimates of input at constant prices could be prepared by 
deflating the values of various items of inputs used. 
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2»h Forestry and logging; I t includes timba tracts^ planting,, r.-— 
planting and conservation of forests, gathering ^f unci-ltivatsl . n a u C ^ ' i d l B 

such as gums and resins, saps, barks, herbs^ rfllcl fruits and fJowers, 
reed^ and roots. I t also in ( iude3 cliarroal buriiinj carried on ^ j i t h o 
forests. The logging activities include fe l l ing and r c u g b c u t t i - ' . g oT 
t r e e s , hewing or r o u ^ shaping of poles^ blodcs, bolts and o f i e i ' v.ocl 
materials and transportation of logs. j-. limitation of t h e outturn da^a 
i s that they represent only the authorised exploited xzr^j:- ^ os...ui'ce3T 
K3 outturn figures are available in reatject of most of t h e r d n o r 

products, Jbr the double deflation method, i t would be apm opr-:.a--e t r 
have an idea of the quantities and prices of some of th.^ important .idnor 
products ftrom the industries ^rfiere they are used as items inpu+-3. The 
price data used for estimating the value of output in the ^ e o t o r ccntain 
•an element of trade and transport charges. Determination of t h e adjust)., 
ments for trade and transport charges a t constant prices raises eei't37n 
problens Wiich are di a cussed under the wholesale and reta i l tncl̂  sectrr. 
Estimates of net output can be oompiled by making arbitrary ov-ra-'^ 
deduction in value terras for cosft of variois items of inputs, in ths 
abs'̂ ncQ of information on such itans, 

2.5 Pishing and hunting; The activities included In this se'^tcr jre 
hunting '̂ nd trapping of vdld animals and game propogation for co iT - ' i rcxal 
purposes not connected with sport, Jlshing activities includo ocean 
and -coastal water fishing and inland water fishing, (Jperation ui -Icli 
hatcheries and fishing preserves. KLsh curing acti-/ities and si.tsi'.steiioe 
fi.^iiing and angling by a l l classes of people other than professional 
ilshermen i s also included in this sector^ The measuremtnt of national 
product at Constant prices in this sector i s dif f icult due to the i n -
adticpircy of data. However, i t may be possible to obtain '~Jie qi^antity 
a n d value of output for various species of fish and to estimate the 
conotrnt price series by making use of the base year prices^ For 
estiniating the inputs -at constant prices, i t would be necessary to d ia -
t::ii^-.:lsh between the various items of inputs such as a':penditure on 
rep j j r s and maintenance of boats, factory type vessels and materials. 
The estimates of repairs and maintenance could 'je oompiled o n t h o basis 
of total capital stock in this sector. For sulsistenca fishing, n o 
information i s available about the quantum of fish caught by n o n 

professional fishennen and angling by other parsons. In t h e case of f i £ h 
cwring activities i t may be possible to find out quantity of salt used 
as an item of input but no information i s available as t o how much of 
fteah and cured f i ^ i s available for consumption, 

2.6 Mining and quarrying; This sector includes extraction of 
minerals »iiich occur in nature either as solids, l iquids, or ga£ef;« Tho 
output of different minerals -at constant prices can be pi"cp^j*ed - n l h e 

basis of the available data relating to the pithead value p e r ^ m l t i n the 
base year and the quantity of minerals produced. Adequate i n - o m r t i o n 

about tho quantity of minor minerals i s not avi lable and -:uon i t 1 3 
necessary to compile a suitable deflator. Further, f o r e s o i r a a t i n o ; inputs 
i t i s necessary to ascertain the quantities and prices o r varxovs items 
used as inputs. 

2,7 Fagtory establishments: There are various methods of preparing 
estimates o f real output in this secftor. One i s to extrapolate tho base 
year v a l u e addgd in each industry by quantity'index of output, t n c 
seoona i s t o S J c t r ^ o l a t e both the base year value of output and i.nput by 
quar'tity indices and obtain their differences in order to arriva at the 
value added. The third pertains t o deflation of current vahxf. of output 
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and irput by appropriate prico indices. Eadi of 'jhese methods has been 
applied by research -workers. The f i r s t procedure may be appropriate as 
long as the base year cost ^structure remains unaltered. -Th-e second 
procedure i s considered more suitable vheri t h e base yfiar'cost structur-e 
undergoes a change. The third procedure i s generally foUcwed -when data 
in respect of commodity outputs and inputs are available only in value 
terms and not in physical qi antities. Data i n respect o f this, sector in 
India have been collected i n the Census of Har.afac:.uring Industries (CMC) 
for 29 out of 63 groups o f manufacturing industries^for the period ̂ 9k6 
to 19^» The Sample Survey of Manufacturing Indust r ieSSME) provide 
infomation for a l l the 63 groups of industries f t h e period 19 0̂ to 
19^ . Since 19^j a comprehensive Annual Survey o i InaustriSs (ASI) has 
been introduced vjhich has replaced both the Q-'Z md tne 3SKI, This survey-
covers factories on a census basis which onplo/ or more workers, and use 
power and 100 or more '.-jorkers vThich do not use p^^or^ The remaining 
factories, namely, employing 10 to k9 workers ^^ath tue aid of powar^cr 20 
to U9 workers without the aid of power are cnvetrod on a sample basis. The 
OH reports as wel l as the report* for the ASI relating to Csnsus pritrte . 
only contain data in respect of production of important comrfijditiea and 
inputs o f important dtems with the result that t h o estimates of rea l output 
based on double extrapolation or double deflation method would relata-^only 
to a p ^ t of the sector, Uiich although would be substantial f̂ bm 1959 
onwards, covers only half of the sector in the preceding period. However, 
rea l output series for eacii industry arc not l ikely t o ' b e representative 
in view of lack of complete information. Further i t i s observed that the 
structure of outputs and inputs for a 'particular industry does not remain 
t h e same even during short period and hence thir limits even, the use of 
any of the deflation procedures. 

2.8 Small m^ufacturing enterprises: It includes manufacturing enter
prises both in the household a s vjell as noruhousehold sectors other than . 
those included in the factory establishments* I t i s not possible t o 
apply double deflation method for compiling estimates of rea l income in 
this sector because of non-avai labi l i ty of infornation about the qunntity 
and value of outputs and inputs for each industry. The use o f " cG r t a in 
indicators relating to inputs and outputs is not l ikely to produce 
satisfactory results. For instance, moving the estimates pertaining to the 
bendwmark year in respect of eadi group of Industries on the basis of 
physical indicators of production of rolevDjrt oammodities such as. total 
handloom production for the texti le industry and tptal avai labi l i ty o f 
cloth for tai loring industry, avai labi l ity o f >/L'ncco for the groups of 
industries, pan, bidi and tobacco and the avd.labi?ity of oilseeds for the 
industry, fat, and o i l s , etc, i s not satisf acto-y, The available data about 
snail manufacturing establishments both for the household and- non-household 
sectors are inadequate for the purpose of 'compiling satisfactory estimates 
of real output over time. 

2.9 Construction; This sector includes construction-, repair and 
demolition o f buildings, highways, streets and c^lverts^ heavy construction 
o f such projects as sewers and water mains, railway roi . i -beds, ^ai l - roads, ' 
piers, tunnels, subways, elevated highways, bridges^ vaiducts, dams, 
drainage projects, sanitation projects, aqueducts, i r r igat ion and flood 
control projects, hydro-electric plants, water power projects, gas mains, 

3, Bnploying 20 or more persons and using pow$r were covered by the Census 
of Manufacturing Industries. The geographical, cover age in the CJII has 
been gradually expanding, *-

U, They cover 10 or more using power and 20 or more not using power^ 
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pipelines, marine construction such as dreaging, under-water r o d e removal, 
pi le driving, land draining and reclamation, construction of harbours and 
waterways, water^wells, airports, atheletic f ie lds, golf courses^ swimming 
pools, tennis courts, parking areas, communication systems such as telephone 
and telegraph l ines. Special trade contractors-in the f ie ld o f construction, 
such as carpenters, plumbers, plasterers and electricians are also included 
in this group. The nature of output of a l l the items given above has been 
changing from yestr to year, IJo data are available a^^otit the value and 
nuiaber of various types of units of accommodation in respect of buildings. 
Similar i s the case in respect of various o the r types o f constructions included 
In this sector. I t i s , therefore, not possible to use double deflation method 
for Compi l ing r e a l output series in this sector. Until detailed data about 
the value of output and the value of input of each type o f construction become 
avoilable, one may have to be satisfied vdth the method o f carrying forward the 
base year value added figures by certain iri<ja.cators relating to qi-antity/volume 
of inputs such as cement, brides, timber, iron and st^cl o t c , 

2 . 1 0 JBleptric l i # i t and power; This sector includes generation, transmission 
Sid distribution of electric energy. The estimates o^ output of electric 
energy at base year prices can be prepared by r^oving the "'"•ctal sale proceeds 
from electricity with the help of total quantity electric energey sold. This 
procedure would be valid as long as the pattern of consumption of energy does 
not a l t e r j However, in view of the fact that specific policy for the use of 
electricity i s being pursued, a change in the pattern of consumption i s 
inevitable even during a short period. In this situation i t may be appropriate 
to riove the base year sale proceeds for each type of uses i . e . ( i ) dor.estic and 
residential ( i i ) cjommercial ( i i i ) industrial ( iv ) public water works 'and 
sewage pumping (v) traction (vi ) public lighting maintenance and ( v i i ) irrigation 
by corresponciing quantities sold. The main items of inputs in this sector 
include ( i ) coal ( i i ) o i l ( i l l ) stores ( iv ) repairs and maintenance (v) purchse 
of energy and ( v l ) other expenses. The estimates at constant prices can be 
compiled by evaluating those items at the base year prices, 

2 . 1 1 Gas manufacturing and distribution and steami This sector includes 
manufacture of gas in gas works and the distribution of manufactured or natural 
gas to cfemestic and industrial consumers, production and distribution of steam 
for heating and power purposes. The main items of outputs in this sector 
include the receipts from ( i ) sales ( i i ) erection and installation and servicing 
contracts. The main items of inputs include purchases, maintenance of sex'xdce 
vehicles, railway freigHt, installation and servioing cohtracbs, electricity, 
coal and coke, postage telegrams and printing of stationery. The method of 
double deflation for compiling estimates of the real income can be applied to 
this sector provided adequate data are available about the cruantttyand value of 
main items of outputs and inputs, 

2 . 1 2 Water Supply; I t includes collection, purification and distribution of 
Water to domestic and industrial consumers* Data relating to s a l e of water can 
be oollected from the various local bodies and concerned departments of State 
Governments, There i s a need to organise the regular flow of data relating to 
the quantity and value of sale of water to various categories of consumers such 
as households ( for domestic consumption) and watering of lawns and to business 
concerns for construction of binldings and other uses," The base year estimates 
of ou'̂ put o ou l d be prepared by estimating the quantity of water used for, different 
purposes by evaJaiating the consumption at base y e ^ prices. The main items of 
inputs i^.clude ( i ) repairs and maintenance ( i i ) s i l t cxLearing ( i i i ) u p - k e e p of 
motor vehicles ( iv ) disinfection of water supply (v) electric'energy and (vi ) 
f i lteration charges etc. The estimates of inputs at constant prices can be 
oorr^led by evaluating these items at the base year prices. 



T 7 -

2,13 VliolBsale and r e t a i l trade* '.^iolesale trade covers the re^sale ( sa le 
without transformation) of goods to business units and to institutions and i t also 
includes importers and exporters, manufacturers' sales offices and agents, 
commission mer^^ants and commoiity brokers, commodityjchanges, petroleum bulk 
stations, assemblers and buyers o f farm products and cooperative agricultural 
marketing associations. Warehousing grading and sorting which i s as£;ociatc3d with 
reselling i s also included. Retail trade covers the r©~sale (sa le vdthcut 
transfomation) of goods for personal or housdiold con£u.np:ilon or uti l isat ion. 
It also includes gasoline (petrol) f i l l ing stations and r e t a i l motor vd":icles 
dealers, hankers and peddlers and consumer cooperatives. For oompi3ing estimates 
of gross output in this sector in respect of tr^dc in ncmmodities, there i s a 
need to collect the data relating to quantities of commoclties marketed, sale pi*ice 
par unit of ooramodity marketed and the traders' maTGinr: ior ^aj-ious categories of 
coraaodity groups. The estimates at base year prices CCL be prepj^ii ed by deflating 
the current price estimates by index numbers of wtiolesal^ p:: cos for the t*olesale 
trade aid index numbers of re ta i l prices for reta i l tra^'-e î ogeriher with the index 
numbers of trade margins for appropriate commodity groups both f o r the wholesale 
and re ta i l traders. I t i s of oourse presumed that the indax numb3rs of wholes, le 
and re ta i l prices are broad-based enou^ jo as to measure pred&ef.y the chcnges in 
the prices of the commodities traded. The main problem of this setter i s the non^ 
availability of data relating to total turnover and trade margxns for various 
commodity groups on an annual basis. The estimates for this important sector both 
at current and constant prices are bound to be very weak as long as there i s no 
improvement in the avai labi l ity of the requisite type of d a t a . The n-̂ t output of 
commLssion agents could be estimated from the infomation relating to the number c f 
oersons engaged in this activity, the earnings of these persons end the changes in 
ihe commission charges, 

2, Ili Transport; The transport sector includes railway transport, tramwai^ and 
omnibus operators, road passenger transport except omnibus operators, road 
transport not elsevAiere classified, ocean transport except in coastal waters, 
Water transport except ocean transport, air transport, services incidental'to 
transport and transport not elsetdiere classified, ' 

2, lii,1 Railway Transport; I t includes transport by railway and a l l ied services 
such as sleeping-car service and dining-car service, Tha main sources of income 
to railways arise from the movement of goods and passengers. The amount of income 
depends upon the passenger fares for various classes o f accomodation-and the 
freight charges for various commodities for varying distances. The services 
provided by the railways can be measured by (a) passenger kilometros for v^ious 
classes of accommodation such as air-conditioned, f i rst class, second class (mail, 
ordinary and air-conditioned) and third class (mail and urdinary) for 'various 
gauges ( i ) 1,676 m ( i i ) 1,000 m and ( i l l ) 0.762 m anu 0.610 m and (b) net tonne 
kilumetres for various commodities such as coal and coke f o r the public, groins, 
oilseeds, cotton (rav^.pressed or impressed), cotton nanufactur*ed_, marble and stone, 
Sa l t , manganese ore, iron ore, other ores, o i l fuel, kerosene o i l , petrol, other 
Tiiineral o i l s , sugar, cement, canent manufactured products, iron and steel wrou^t, 
>cod uruwrou^t, jute rawt-pressed or unpressed, vegetable o i l s , fruiiis and vege
tables f r e ^ , other revenue earnings commodities,'railway coal and railway stores 
and materials for the various gauges. The real output" can be meas^-uvd by estim^v-
ting the receipts from the movement of passengers and goods by various categories 
at the base year prices. The various items of inputs include ( i ) repairs and 
•Maintenance of way and works, locomotives, wagons and carriages, steamers and 
hsirbours, electrical services, signals and tele-communication'services, ( i i ) coal, 
viii) S a l e s tax, excise duty and cess on coal, ( iv ) other fu6l, (v) freight and 
handling emerges on fuel , (vi ) electric current for traction purposes, ( v i i ) sta
tionery forms and tickets,CldLii) handling, collection and delivery of goods -̂ nd 
Senses at., out-agencies ( ix ) compensation for goods lost or damaged (x) clothing 

stores and (x i ) other eocpenses etc. The value of rea l inputs can be prepared, 
•̂y measuring ihe value of these items at the base year prices. 
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2.lli.2 Air Transport; This includes transport by air of passen^^ers and l^eiight liiether 
by regular services or by private charter and the operation of j irpcrts, flying f ields, 
and air navigational fad- l i t ies such as radio-beacons, flying control centres and radar 
stations. The income in this sector consists of receipts from passenger f.-^res and 
freight rates charged for various commodities, Tho receipta of the d v i l Aviation 
Department include fees for licenaing and examination of. aii-craft, landing housing and 
parking charges and rent, water and electricity diarges. The value of rea l output in 
this sector can be measured in the same way as for railvray transport. I t also includes 
s^vices rendered to the foreign air transport companies in the nature of landing 
f ad l L t i e s . I t i s necessary to take into account the provision of transport facilities-
by various types of aircrafts to the extent posrible, ' For the domestic product origina. 
ting in this sector, i t i s necessary t o include wnges and salaries of the Indian 
nationals employed byforodgn companies for their services in India and as sudi i t would 
be necessstry to ' msice adjustments in the amcTint of wages and salaries for sny increase 
in the deamess allowance or due to changes in the scales of pay of these employees. 
2,lU,3 Road and Water Transport; Road transport includes taxi cabs and other cabs, 
automobiles and carriages for hire and the oper';,ticr. of a l l other means of passenger 
transport by road, fl-eight transport by road,-the operation of fixed fac i l i t ies for roâ  
transport such as highways, bridges, terminals and parking fac i l i t ies . Water transport 
includes freight and passenger transport by sea on inland and coastal waters, maintenar.a 
and operation of piers, docks and associated buildings and fac i l i t ies , pilotage, main-
tenance and operation of lighthouses and other aids to navigaticn, loading and discha-gl 
of vessels, maintenance and operation of canals, salvaging distressed vessels and their 
cargo. The problems of estimating rea l output in these activities are similar to those 
in the case of railway transport and air transport. However, there isaie important 
limitation that the regular flow of data in the desired form i s available only for the 
org.onised part of the sector. In the case of un-organised sector, the base year estir.s-
tes of output at current prices may be moved by indicators 111:8 persons employed, number 
of transport vehicles used and the amount of increase in thp use of'physical inputs. As 
the available data for estimating net output are not adequate, i t nay be necessary to 
have a new base year every 5 years, 

2,1^ Storage and Warehousing; I t includes the operation of storage fac i l i t ies such as 
warehouses (including bonded warehouses), furniture repositories and safe deposits, 
.*ien sudi storage i s offered as an independent service. The available data for this 
sector relates to the warehousing corporations. Data for the cold storage and other 
storage f adJ i t i ea i s not available. The output in this sector can be measured by 
evaluating storage charges for different commodities at the base year rates. Any spea 
f ac i l i t i e s provided should also be taken into account. The inputs in this sector inci: 
chemicals consumed, insurance charges, printing and stationery, warehousing Hcenging 
fee, re; airs and maintenance e^c. For. estimates at constant prices, these items of 
inputs i.iay be evaluated at the base year prices, 
2,l6 Communication; This sector includes'conmunication services rendered to the pû -
whether by post, wire or radio and whether intended t o be received audibly or visualljj 
I t does not include radio broadcasting studios. The receipts in this sector include tj 
postage and message revenues in the different branches of the Indian Posts and Telegrs: 
Department such as postal, telegraphs, telephones and radios. The main items of inconf 
are saleof ordinary stamps, sale of service stamps, postage real ised in c a ^ , telegra? 
charges, net receipts from radio companies, receipts cn account of money orders, Bnti' 
postal orders and Indian postal orders, net fees for broadcasting receiver licences, _̂  
rent of wires and instruments leased to railways and canals etc, , telephone receipts-
respe ; t o f rentals and local cal l fees, advance rentals und^ OTT Scheme, trunk call 
fees, royalties on licences for private telephone lines and systems and other miscei^* 
neous fees and receipts. Postal saving banks activities and the postal l i f e insurance 
a^T t i v i t i e s are also undertaken by the Indian Posts and Telegraphs DepEtrtment, The res. 
output in this sector can be estimated by moving the base year output by appropriate 
physical indicatora for each category of the services provided in this sector. The 
main items o f inputs in this sector are travelling allowance^ mail bags, payments to 
railways, ships and airmail carrierp, petrol, electricity, repairs and maintenance 
expenses, printing and stationery charges etc. 
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c nranunlty s e r v i c e s , business s e r v i c e s , recreatu jc i s e r v i c e s , resiavirarLts 
and ho t e l s and o ther persona l s e r v i c e s . 

2,17.1 San i t a ry s e r v i c e s t I t inc ludes garbage and sewage d i s p o s a l and 
the opera t i on o f dra inage sys tems. The san i ta ry s e r v i c e s may be 
considered seje r a t e l y f o r t h e pub l i c and the household s e c t o r s . • I n the 
public sect i^r ' saoh person engaged in th is s e r v i c e is a l l o t t e d a p a r t i 
cular area ai1;er t ak ing int '^ account the ^roJrkl'jad of s o r v i c o i n v o l v e d . 
The q u a l i t y of s e r v i c e rendered by va r i ous pc rsons in the pub l i c s e c t o r 
var ies in d i f f e r e n t l * o a l b o d i e s . The dens i t y o f ^ rp ' o l t t i ^n , the 
rasources a t the dispos.al o f the l o c a l bod ies , the c i v i c s-candards of 
the inhab i tants and the type o f the l o c a l bod i e s p3et y s i g n i f i c a n t r o l e 
in determining "tiie quali-ty of aan i t a r y s e r v i c e s in a j e r t i c u l e r l o c a l i - t y . 
I t "ie d i f f i c u l t t o quant i f y t h e Tar ious ?'.:iJihs o f output i n t h i s s e c t o r 
and es such the on ly -vay seorr^to be t o taku th:> t o t a l v a l u e o f output 
ia the base year f o r c e r t o i n bread groufs of l o c a l bod i e s and move i t 
by the number o f pei-sons employed in t h i s s e r v i c e . As r sge rds the 
houaoholds sector^ i t i s d e s i r a b l e t o c u l l out data on the s e r v i c e s o f 
Bwe-^pers from the in f o rmat i on a v a i l a b l e on tho household consump-fcion 
tixpenditure f o r e g i w n year and t o mafeo e f f o r t s for c o l l e c t i n g t h e 
required in format ion both f o r the cur ren t year as w e l l as/the p rev i ous 
y ea r . Th is TO uld pe rmi t c o n ^ i l o t i o n o f wage index v/hich couJd be _ 
u t i l i s e d f c r the purpose of d e f l a t i n g the ..total earn ings of •the 
sweepers f o r t h e r e a l output s e r i s s . I f such i n f o r n a t i o n i s not 
forthcoming i t might be appropr i a t e t o make use o f/the f i g u r e s o f 
oniplqyTnent f o r moving the base y ea r earnings Of the sweepers . 
Information ©bout tho v a r i o u s items of inputs i n t h i s s e c t o r is n o t 
e v a i ^ b l e and t h i s may be u s e f u l l y c o l l e c t e d through c e r t a i n t y p e s t u d i e s * 

3 » i7 .2 F i n a n c i a l serv ices* . The f i n a n c i a l s e r v i c e s inc lude ' the s e r v i c e s 
banks end other f i n a n c i a l i n s t i t u t i o n s end insurance . They cove r 

currency exchanges, c l e a r i n g house a s s o c i a t i o n s and agenc i es o f f o r e i ^ 
bankt, c r e d i t agenc ies o ther then banks suoh as r ed i s count and f i nanc ing 
3-af?titutions, mortgage compenies , i n d u s t r i a l l o o n i n s t i t u t i o n s a g r i c i i l -
«ural c r e d i t agenc ies , s a l e s f inance end i n d u s t r i a l c r e d i t oompaniea 
^nd personal c r e d i t ccmpanios^ c oope ra t i v e c r e d i t ' s o c i e t i e S j i n v e s t -
^lent companieF, ho ld ing companies, s e c u r i t y b rokers end d e a l e r s , under-
'y^i^srs o f f i n a n c i a l s e c u r i t y i s s u e s , s e c u r i t y exchanges and exc l^nge 
(Jlearing houses, insurance c a r r i e r s of eil kinds s jch as l i f e , f i r e , 
'^'irine, a c c i d e n t , h e a l t h , t l t l o , f inencieL o b l i g a t i o n s ; c a s u a l i t y , 
f i d e l i t y and sure t y , insurance agents and b roke rs e t c . 

2ei7*2*l Banksi The banking a c t i v i t i e s may be cons idered s e p a r a t e i y 
the o rgan ised and the unorganised s e c t o r s . I t i s d i f f i c u l t to 

qiuincify t h e var i ous s e r v i c e s prov ided by t h i s s e c t o r . The output 
'-̂ i th i s s e c t o r can be measured in terms of a c t u a l and imputed incomes, 
"̂ he ac tua l incomes a r e r e c e i v e d in the form of ooianission and other 
i n k i n g c h a r g e s . The imputed incomes are cons idered t o be equ ivedent 
-0 the ne t investment income. The r e a l banking charges can be 
'J^ternined on the bas i s o f the number of accounts , iJet investment 

'̂Come c o n s i s t s o f income r e c e i v e d i n the form of i n t e r e s t on loans 
ûd advances and investment in s e c u r i t i e s , income from d i v i d e n d s , oto» 

^sfi i n t e r e s t paid -bo d e p o s i t o r s . Est imates o f inoomo in the form o f 
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interoat at beso yoar prices cen be compiled by deflating^the total 
amount of loons-with the help of ..indox nimber of wholesale prices and 
uetoi-mining the amount of interest accruing at base year intorest 
rates. X simiSfc r procedure mirht be edoptod for compiling ©stimatese 
of dividends and interest p id at base year p-ices. 

2.17»2,2 Insurance; Income in the insurance soctor consists of the 
revenue fi*or. the premium receipts less pajaaonts for claims and surrend©rB« 
Tho sorvicos provided by this soctcr. relate-- to covering of the risks 
of differonx types and to providing financid soi-rices to the house
holds and other soctcrs. Life policies include v/holo l i fe assurances, 
endowment assurances and miscellenooas. The miscoilaneous category 
inclirdea whole l i f e limited, convertible' ole l i f e , janata, joint 
l i f o , tnulti-purposc, »nticipfttec endovmunt, special plans, double 
cndowr-ient, fixed -cerm, educational annuity, pure endorment, triple 
benefit, two yeai- tomporary assurance^ convertible term, mortgage 
rodemption. The ustimatee of output a'*' constant prices for the 
l i fo insurance S3::tor can bo jrepared by deflating the net revenue 
i . e . promie roceip-^s less claims and surrenders by appropriate 
consumer expuftditure prices index, Vhe jiein items of inputs-in 
the insurance sectcr Includo travelling expenses, medical fees, 
law charges, advertisemunts, printing and stationery, postage and 
te3e grama, policy stamps, bank char£,es. fcoiJ phone charges and 
>>lectrio charges. The financial services of the insurance sector 
can bo measured at the base year prices by compiling the indices 
for t>ie rate of returns on the amount of money invested for 
different purposes such as government seourities^ loans to policy 
holders, loans to cooperative sociotios, investment in business 
oonoems etc, As long Qs such information is not available, the 
total receipts may be deflated by en index of the rate of return 
cn long term govommsnt securities. The nothod of estimation 
in the case of non~life insurance sector iculd be similar to that 
adojted for the l i f e insurance wi-th the oxception" that the whole
sale price index in p3ace of consutner price index might be- used 
as 0 doflator, 

2,17.2.3 Other finmcial institutional These include state finen-
ci&L 3orpoi'aiions, unit trusts, cooperative credit societies, 
j-ndustrial development corporations, investment -;ompanies -̂ chit" 
fund e t c - The main source of income of'these institutions is 
interest and dividends. Far certain instit"utions the output, 
includes both investment income as wel3 as sale p-oceeds f r m 
ccuimodlties and ss'-vices. For such institutions i t Woul^ydasirable to 
rake efforts for collecting suppleir.sntary data in such a way as could permit 
preparation of sf^arate ac-counts for vt.rious types of distinct activities. 
As long as requisite type of data are not available, i t would be necessary 
to roaort co allocation procedures. Th^ problems in compiling real output ŝ i 
for tnasQ institutions aro similar to those in the banking sector. As j 
regards unorganised sector of financial Instituticce, thdrg is no regular I * -
of data. It would be useful to make of forts 'to collect information relstiRfc 
to the total amount of loan provided," classifljsd by / the rate of 
charged. In the case of chitfunds and other financial institutions which 

by purpose 
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doposits from their members, i t wuld be useful to collect deta about the OIUJ^^QS 
in the coramiseion charges, i f t.ny» 

2.17.3 R9al estate; Real estate includes land and estate companies end other 
similar organisotions dariviag their income from the owning and letting of houses^ 
flats, lock-up gurages and similar properties, house and estate agents, rent 
collecting; agent's. Tho major pert of output i n this sector accrues to land 
development companies, improvement trusts and property b r o k e r s T h e output 
at base yeer prices can be doterrained from the current value of develcpt^d plots 
deflated by s suitable index. I t nay; however, be necessary t o meko certain 
adjustments on tccoimt of the varying "types o f dev.-lopmental activities undertaken 
at different pl&ces at different times. The items of inputs include purchase 
price of land and materials used for developmental purposes. The property brokers 
derive th^ir inoorae from the commission on sale/letting of proper^ • The amount 
of income depends upon the nuirbar and value of transt ctions. For "^r-ipillng 
the estimates "at base year prices, i t i s n.,:cey'-sary to determine a suitable deflator 
which takes into account the changes in tho ratos of commission and the pric^r. 
of various types of property. . . 

2.17.4 Owriership of dwellings* Output in this sector may be considered separately 
fcr urban and rural argas. Data relating to yearly rentals in Lrbon areas may 
be deflated by consumer price index nunbers relating to the expenditure on the 
house rent for different classos o f people. Sstimetes for rural rentals may be 
worked out on the basis of date relating to house tax collect 3d by village 
panchayats in various states. In the absence of any appropriate indicator, 
the base yoar figuro of not output may be moVed by the- number of persons in tne 
rural areas. The main item of input in- this sector relates to cur>*Giit expenditure 
on repairs and maintanance. 

2*17,5 General goverjunent services 1 It includes Central and State Government and 
local bodies including armed forced, police and rogul&r administrative depart-
n ĵnts and offices of Government. This sector does not include govemmcnta] 
activitids other than administrative and rej^uletcrj' in such fields as transport, 
coxmnunication, education, health, production, marketing and the operation of 
financial institutions, etc. The cmount of paymant made to government employues 
is in rot'orn for the service obtai*ied by î overnment which is measured in terras 

total emoluments paid to them, Snolumjijts o f a person may chci.ge eve ry year 
because of experience and hence his having obtained an increment in the scale of 
p9y in which he is placed* Thus as long as there are no chengos in the poy 
structure or deamess allowances, tho payments made to government employees wil l 
filso meetjure their reel output and hence the current and real* output estiraetea would 
bo tho seme. This meens thet the doeirebil ity or othervri'se of a given level o f 
pt̂ yrr.ent to government employees because o f changes in tha cost of l iving or 
changes in the income o f other clesses of people in the society, is not under 
consideration in this context, Thor© is no doubt t'lf-t i f there aro no corresponding 
changes m the wage rates of govQinmant employees due to the change in the cost 
of living index, tl-isy a r e bound to be worse off or bettor off. This Is a social 
Problam which may not b e considered in ths context of measurement of rea l o u t p u t / 
it would not be appropriatetb move t h e average base yoer earnings by t h o number 
cf total eriployeos es this does not tyke into account changes-in the productivity. 
To Some e x t e n t , this commtnt also applies to a procedure in which base year 
Average earnings oT government employaes m different size groups of income 
^re moved by the number of p:irBqns employed in these groups. According to . 

/ although it is an impor bant problem in the context of 
2 income distribu'ciori pol icies. For the tteftaurijmerrt of 

real output 
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Na t i cnB l Income S t a t i s t i c s Sources and i':ethods for ' j » K - , tnor© i s 
no t much t o choose between two alterntit iv^? i n d i c a t o r s ^ v i z . , ( i ) t o t a l 
pay and a l lowances de f l a t ed f o r chcig-js in r a t e s o f pay in'd o f allowaices 
and ( i i ) changes in manpower" employod, for t h e measurements of r o a l 
ou tpu t . This i s v a l i d so l on^ as unplo;/r-3nt i nd i ca t o r i s used most -
v i g o r o u s l y i . j . ths labour of a l l the govemmont employaos i s measu
r ed in terms o f Icv/est p o s s i b l e un i t o f labour and a l lowanoes i s 
made f o r the increase in p r o d u c t i v i t y . The momont tho ro i s a d e v i a 
t i o n from i t , the r e s u l t s ohtainer^ from those two i n d i c a t o r s a r e 
no t cmly bound t o bo d i f f e r e n t but are l i k o l y t o be d i v e r^on t i n 
c e r t a i n s i t u a t i o n s * A quo-stion ii: t h i s connect ion may a r i s e : "^Vould 
t h e r e be any increase in tho p r o d u c t i v i t y of govornmont employees, when 
t h e r e i s an a l l round increase in p r o d u c t i v i t y and thera i s 
no change in the employraont s t ruc tu r e as w e l l as sca l es o f 
pay of government limployoes which could permi t t-ny inc rease 
in the ave rage income of such enpioy^-os?" Most probably t h i s 
s i t u a t i o n would a r i s e when annual i n o r e u L u n t ^ do not measure c o r r e c t l y 
t h e inc r ease in p r o d u c t i v i t y , Th.̂  prub^ îm in such s i t u a t i o n s would 
be t o de termine the i n d i c a t o r t h t t should be used f o r MI=a5uring an 
increase in p r o d u c t i v i t y o f government employees f o r which no payment 
i s made, 

2 «17,6 BduCEationi This inc ludes u n i v e r s i t i e s , c o l l e g e s , primary 
and secondary s choo l s , t e c l m i c a l , v o c a t i o n a l and couinercial s choo l s , 
k i n d e r - g a r t e n s , correspondence s c h o o l s , own-account t e a c h e r s , b l i nd 
and deaf s choo l s , a r t s and c r a f t s choo l s , music , dancing and o ther 
a r t s schoo l s and automobi le s c h o o l s , Th-^s factivitios in t h i s s o c t o r 
may be cons idered s e p a r a t e l y f o r t h e en t e rp r i a ea and n o n - p r o f i t 
i n s t i t u t i o n s . In the case o f -enterpr ises , the r e e l output estim*9S 
may be compiled J>y d e f l a t i n g the t o t a l f e e r e c e i p t s in var i ous 
c a t e g o r i e s by an index of chan^^es in the r a t e s o f f e e c h a r g e d . The 
f e e r e c e i p t s in the case o f n o n - p r o f i t i n s t i t u t i o n s both in the 
p r i v a t e end publ i c syc tor do n o t r epresent the gross out;:)ut, -Tho 
output may bo considorod t o be o q u i v a l e n t t o t h e t o t a l current 

• expenditure of such i n s t i t u t i o n s . This m-^ons tha t the d i f f e r e n c e 
between th^ current expendi ture tnd tho f o e r e c e i p t s i s cons idered 
equal t o t h e imputed va lue o f t h c t par t o f output for which no 
charges aro mfida from tho s tuden ts . This d e f i c i t in tho incomes 
o f th^se i n s t i t u t i o n s i s f inancod' from d i f f e r e n t pub l i c funds, 
g rants , income from proper ty e t c . The es t imates of rea3 output 
may be obta ined by moving tho output in b&se yy&r by t h e number--
c f students in va r i ous c e t c g o r i a s . Some adjustment may a l s o be 
necessary i f thore i s any chan^a in thv^ q u a l i t y o f the students 
over a pe r i od o f t ime, Tiie main i t jms of inputs in t h i s s e c t o r r e l a t e 
to the expendi ture on e l e c t r i c i t y , chemica l s , r e p a i r s and 
maintenance . 

2»17,7 Research and s c i e n t i f i c i n s t i t u t Q e j This inc ludes the 
o r g a n i s a t i o n s priniQalyene,0 6Qd in r e s ea r ch u s u a l l y on a n o n - p r o f i t 
bas i s in the a g r i c u l t u r a l , b i o l o g i c a l , phys i ca l and s o c i a l s c i e n c e s , 
metooro log , i ca l i n s t i t u t e s end medica l r e s e a r c h o r g a n i s a t i o n s . !pi© 
output a t cu r r en t year p r i c e s in t h i s s e c t o r may ba cons idered to 

e q u i v a l e n t t o the t o t a l c u r r e n t c x p e n d i t w o . For compilinfej t h e 

5, Ha t i one l .Income S t a t i s t i c s , Sources and Methods, Centra l 
S t a t i s t i c a l O f f i c e , London, 19&6, pi , 355 . 
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r e a l output , t h e base y e o r curreno expondi turg nay be o£.^*ri^d 
forward by th e number of r e sea rch papers brought out by •'•hese i n s t i 
tu t i ons a f t e r making due a l l dAance f o r t h e i r q u a l i t y T O T . i e 
extent p o s s i b l e * 

2.17.8 Medical and hea l th i This inc ludes h o s p i t a l s , s a n a t o r i a , 
nursing homes and s i m i l a r i n s t i t u t i o n s , mate rn i t y and c h i l d w o l f n r o 
c l i n i c s , nurses and midwlves , c onsu l t i ng rooms or o f r i c e t . o f 
phya i c i ans , storgeons and o ther medica l p r a c t i t i o n e r s j d e n t t l surgeons 
medical and denta l l a b o r a t o r i e s . The problecis in t h i r S E C ' J N R C R J 

s i m i l a r "to those in the educat ion s ^ v i c e s . The O U T P U T a t cu r r en t p r i c e s -
of p r i v a t e medica l p r a c t i t i o n e r s cnn be measured by t h o f e e charged 
by them from the p a t i e n t s . In T H E case o f n o n - p r o f i t I n s t i t u t i o n s , 
the v a l u e of output may be cor.sidered e q u i v a l e n t tn t h e t o t a l 
current expend i ture * • For r e a l output ue t imates . tM base yea r 
current expenditure may be M O V E D by tho s imple aver;.;^':'^ O F the 
r e l a t i v e s r e l a t i n g to ( i ) number O F d o c t o r s , nurses , rcidwives, 
da i s , ni:u*fiing o r d e r l i e s , t e chn i c i ans end dispense-rg, ( I I j i.umber 
of i ndoo r p a t i e n t s , and ( i i i ) number of outdoor p a t i e n t s : In 
the case o f e n t e r p r i s e s , the r e a l output may be determined O N 
the b a s i s o f ( i ) number o f p a t i e n t s t r e a t e d I N c l i n i c s ana 
( i i ) number of p a t i e n t s v i s i t e d S T T H ^ ^ I R r e s idencR^ , In the ebssnca 
of the r equ i r ed type of date f o r the e n t e r p r i s e s in t h i s s e c t o r , 
tho base yea r n e t output m.ay be assumed to move I N tho S A I R J way 
ag the ne t output f o r the n o n - p r o f i t medical and heu l th I n s t j t u -
t i onSf 

2,17#9 We l f a r e i n s t i t u t i o n s t This inc ludes o r g a n i s a t i o n s 
operat ing O N a n o n - p r o f i t bas i s f o r the promotion O F tho w e l f a r e 
of the community, such as T H E Red Cross , o r g a n i s a t i o n s F O R tha c o l l e c 
t i on and a l l o c a t i o n o f c o n t r i b u t i o n s f o r c h a r i t y , day : , u r s e r i e s , 
orphanages, homes f o r the oged and homes f o r T H O b l i n d , Tne output 
at cu r r en t p r i c e s in t h i s s e c t o r may be cons idered equal t o the 
t o t a l cu r r en t expend i ture end the imputed va lue of vo lunta ry labour 
of i n d i v i d u a l s . The problem in the measursment o f r e a l output r e l a t e s 
to t h e de te rmina t i on of t h e s u i t a b l e i n d i c a t o r s . 

2.17.10 Other community^ s e r v i c e s t This inc ludes r e l i g i o u s o r g c n i s a t i o n s , 
t rade a s s o c i a t i o n s , p r o f e s s i o n a l and labour o r g c n i s a c i . C J , l i b e r a r i e s , 
museums, b o t a n i c a l end z o o l o g i c a l gardens A N D po l i t i c^^ l o r g a n i s a t i o n s 
e t c . The O U T F U T a t cu r r en t p r i c e s I N t h i s soc-nr may be cons ide r ed 
equ iva l ent t c the cu r r en t e x p e n d i t u r e . Est imates O F r e a l O U T P U T 

may be compiled on the b a s i s o f t h e number 'of perscnf: employed in 
r e l i g i o u s o r g a n i s a t i o n s , l - . b r a r i e s , museums end b o t a n i o a l and z o o 
l o g i c a l gardens and number 'of members of t r ade a s s o c i a t i o n s , 
p ro f ose i one l end labour o r g a n i s a t i o n s end p o l i t i c a l o r g a n i s a t i o n s . 
The problem in t h i s s e c t o r W O U L D be t o determine T H O .ap3;^ropriate 
i nd i ca t o r s for v a r i ous t ypes o f s e r v i c e s . I n the cnse C F r e l i g i o u s 
o rgan i sa t i ons , the s e r v i c e s could perhprs b e measured R O R E appropria-t3qy 

th e number o f v i s i t o r s . S i m i l a r l y , in the case o f l i b r a r i e s , 
museums and b o t a n i c a l A N D z o o l o g i c a l gardens , th : I R C D L C U T P U T 

W O U L D be determined by the number O F mombors of tno l i b r a r i e s , number 
of perscaas v i s i t i n g r e e d i n g rooms, musoums and b o t i n i c c l and z o o l o g i c a l 
gardens, e t c . 
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2^17,11 Busineas s e r r l c e s i The business s e r v i c e s inc ludo I T I T ^ R l 

s e r v i c e s , e c co imt ing , a u d i t i n g and book-keeping s e r v i c e s , e r g m s e r i n g 
and t e c h n i c a l s e r v i c e s , employment a g e n c i e s , news ga the r ing and . 
r e p o r t i n g a g e n c i e s , j o u r n a l i s t s and w r i t e r s e t c . In the case of 
l e g a l s e r v i c e s , t h e data r e l a t i n g tc the t o t a l employment wi thout 
any break-downs are a v a i l a b l e in the census of Popula t ion 1961 . 
Thore i s a need to o rgan ise t h e f l ow o f data ebout employment in to 
var ious c a t e g o r i e s and a l s o t o undertake typo s tud ies/sanp le 
surveys f o r the c o l l e c t i o n o f in format ion ro la t ing , to avarogo 
eamint ,s o f each ca tegory o f persons eng,ar,ed in l e g a l s e r v i o a s . 
The e s t ima tes at current p r i c e s would in th&t case be worked out 
by m u l t i p l y i n g the number o f persons engaged in tne s e r v i c e s and 
t h e averfii^e earnings for each category o f s e r v i c e s * The r e a l output 
could b e determinad on the bas i s o f the average o f r e l o t i - v e s 
r e l a t i n g t o number o f o r i g i n a l and ep^^ellate cases in c i v i l £.nd 
c r i m i n a l s u i t s . The r e a l output in accounting and aud i t ing L-ervicss 
in the pub l i c s o c t o r could be determined in the scmV ss f o r (general 
government s e r v i c e s . As r ega rds tho accounting and aud i t ji^; s e r v i c e s 
in t h e p r i v a t e s e c t o r , the probltan r e l . tes to the c o l l e c t i o n o f data 
about employment and earnings end thu d^^termination of an appropr i a t e , 
d e f l a t o r . A v a i l a b l e date r e l a t i n g to a i g i no e r i ng and t e chn i ca l and 
o ther bus iness s e r v i c e s i s n o t adequate . 

2.17.12 Recrea t i on s e r v i c e s ! This inc ludes motion p i c t u r e product ion , 
d i s t r i b u t i o n £nd p r o j e c t i o n , t h e a t r e s , spo r t s and o ther r e c r e a t i o n 
s e r v i c e s . Output in the sec tor 'motion p i c t u r e p r oduc t i o r , d i s t r i b u t i o n 
and p r o j e c t i o n ' can be est imated frcar. t h e accounts o f the undertakings 
engaged in th i s a c t i v i t y . The problem r e l a t e s to the dotorminat ibn 
o f an a p p r o p r i a t e ind i ca to r for ccT^piling r e a l output suri JJ- AS 
regards ope ra t i on o f cinemas, employm^^t data are a v a i l a b l e from 
the Census o f Popu la t ion , 1961, The employment data f o r o thor y e a r s 
are no t a v a i l a b l e * Sstimates of earnings in t h i s s ec to r oould be 
compiled from the informat ion r e l a t i n g t o enterta inment fctAjS and 
the e s t ima tes a t constant p r i c e s mcy bu obta ined by duf la t ix ig . the 
cur ren t p r i c o s e r i e s w i th the h e l p o f changes in the r a t e s o f cinema 
t i c k e t s * Thtd important i toms o f input in th i s sec tor would r e l a t i j 
t o c o s t o f f i l m s , e l e c t r i c i t y , t ranspor t charges , r e p a i r s ^nd 
raeintanonce, e t c . The output in the CLISO of o ther_recros- t ion st^rvices 
can b e determined i f e f f o r t s are made t o o rgan i se t h e r e gu l a r f l o w o f 
deits from those establ ishments f o r which accounts a r e a v a i l a b l e . 
FuF t h a t part o f tho s e c t o r f o r which accounts - r e no t a v a i l a b l e , 
the es t imates may have to bo prepared on the bas i s of data r e l a t i n g 
to ei?-ploym.ant and average e a r n i n g s . 

2.17.13 Restaurants and h o t e l s ; This inc ludes r e s t auran t s , c a f e s , 
t o v a m s and o ther dr ink ing and eat ing p l a cos , r e t a i l establ ishments 
s e l l i n g prepared foods and dr inks f o r Imtrediote consumption on the 
promises , h o t e l s , camps and o the r l odg ing p l a c e s . There i s a need 
t o o r gan i s e f l ow o f data from b i g h o t e l s f o r which accounts fire 
a v a i l a b l e . For tho r e s t of the s e c t o r , i t would be necessary t o cc^l ject 
tho r equ i r ed data on th e bas i s o f sample su r v ey s . 
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2-17.14 Other parsonfil s e r v i c e s i This inc ludes domest ic s o r v i c j s , 
l aundr ies and laundry s e r v i c e s , c l e an ing and dye ing , barbtir t^d 
beauty shops, p o r t r a i t s and ccaamerciei photo,;rcphic i t u d i o s and 
other personal s e r v i c e e and such 'iS shoe s h i n i n g , chimni-'y c l e a n i n g , 
window c l ean ing , d i s i n f e c t i n g and fxjmigat.ing and coetuma r-^^nting.. 
The employment dota c o l l e c t e d in the Cdnsus o f xo ' tu l^ t ion , 1961 
r e l a t e t o ( i ) s e r v i c e s rendered t o households such as thoae by 

'domestic servants end cooks , ( i i ) s e r v i c e s rendered t o huuceholds 
such as those by gove rnesses , t u t o r s and p r i v a t e ?eci t^tor ies , 
( i i i ) laundry s e r v i c e s rendered by o r g a n i s a t i o n s Lnd i n d i v i d u a l s 
inc luding e l l t ypos of c l e a n i n g , dye ing , b l each ing and dry c l e a r i n g 
s e r v i c e s , ( i v ) hair d r e s s ing , o ther s e r v i c e s rantered by o r gan iaa " 
t i ons end i n d i v i d u a l s such es those by b a r b e r s , ha i r caressing s e l o o r s 
e.id beauty shops, end ( v ) s e r v i c e s rend?^red by p o r t r a i t anc cor more ia l 
photographic s t u d i o s * I t i s necessary t o o r gan i s e s a n p l j aurvoys 
which could p r o v i d e data on employment and f o r n^w^ssi-ry i n c i o a t o r s 
to be used in the es t imat i on o f r e a l output s e r i t i s . 

2#i8 Rest o f the wor ld account i Thero i s r ne^d to t - o l l i c t e n t a i l e d 
data for var ious components o f f a c t o r incomes ro ' -y ived i:. Ind ia and 
paid abroad . The n e t f a c t o r income f o r Ind ia i s g-.noral ly n e g a t i v e c 
The purpose for which f o r e i g n e r s use the n e t outiia\/ or f a c t o r U.coma 
from Ind ia i s not known* In case t h i e income i s used f o r f inanc ing 
the purchases of t h e i r expor t surp lus , i t i s ntjcessary t o i e f l a t e 
i t by an export p r i c e s index* However, i f t h i s n e g a t i v e nut incoma 
f low adds to commodity import surp lus , then t h i s msiy be rog&rd„d -'xs an 
important s u b s t i t u t e and should be d e f l a t e d by en import p r i c^ indyx* 
Liost probably the l a t t e r s i t u a t i o n p r e v a i l s i n I n d i a , 

3* P r i v a t e consumption expend i tu r e ; 

3 t l Est imates o f p r i v a t e consumption e xpa i d i tu r e can be preparad 
e i ther by f o l l o w i n g comnwdity f l o w method o r by u t i l i s i n g data^ c o l l u o t c ^ 
through f am i l y budget surveys , For co^-nmodity f l ow mcifchod, in format ion 
M fi^jTPrfilij^ a v a i l a b l e both about in r e s p e c t of q ' ^ n t i t i s E Ds ^ a l l 
63 t h e i r prices^TiTd the" r e a l "expendi ture se r i e s^car be prex^sred by 
eva luat ing tho q u a n t i t i e s o f commodit ies consumed c.t tha beso yea r 
p r i c e s * However, as i s commonly obst^rved, the o/rclit;',' o f t n j goods 
does not remain tho same in a l l cases and t h i s may. o a l i fr,r r acessa ry 
^djustmgsit in the use o f t h e base yoar p r i c e s * Commo'^ity flov/ approach 
also e n t a i l s a l a r g e number o f assumptions re la : in : " ; d i sposa l o f 
commodities produced in var i ous s e c t o r s o f tho eoonony w':iich i n c r o l u c e s 
&n oleii.grit of b ias i n - t h e e s t i m a t e s . An important l i m i t a t i o n of • 
this ffiothod i s tha t i t i s incapab l e o f p r o v i d ing cc rsunpt i cn 
expenditure for persons in v a r i o u s s i z e groups o f incone^ This 
proceduro, however, has the advantage th&t i t t i e s up vvi^il vY.th 
the commodity product ion in va r i ous sector s o f th • ^ocn j ry . 

^•2 The f ami l y budget survey data i s super io r in s e v e r a l raspeccs 
but \sy i t s e l f i t cannot always f i ' o v i de s a t i s f a c t o r y aggregatvj 
estimates o f consumption ©xpijnditur^, I t may be l o s s i b l j to rtiJuSc • 
sanpling e r ro rs by hav ing a l a r g e sample but the non-samol ing 
orrors in data r e l o t i n g p a r t i c u l a r l y t o iniral areas may be s i z e a b l e 
so as to v i t i a t e the r e s u l t s * 
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Through th e corisurasr expendi ture s chedu l es , d c t e i s c o l l o c t e d 
both f o r the quan t i t y and va lue o f tho conunoditry purchased. For 
c e r t a i n major items o f consumption, - t i s po s s i b l e t o ge t s a t i s f a c t o r y 
di-,tc on q u a n t i t i e s . For tho r e a t , consui;iption data in v a l u e terms 
i s a v a i l a b l e . 

Tnis i s e major arer^ Vk jr.^ tha procedure oi* d e f l a t i o n 
13 bouiid t o be complex . 

•i-3 General government consumption expend i ture i 

I t inc ludes the expendi ture on compunsation o f employees and purchse 
o f comr.ioditios and s e r v i c e s . The os t imrtos f o r compensation o f employees 
a t base year p r i c e s can be obtein-^d w i t h the he lp of &n appropr ia t e 
Wfge index as discussed e a r l i e r in paragraph E.17.5 in connect ion 
w i t h t n e e s t imc t i on o f r e e l income or i g inc^ t in^ in genera l gov'jrnment 
s e r v i c e s . ThJ3 problems in d e f l a t i n g t h e curre i i t va lue o f commoditiea 
o.id s e r v i c e s a r e sim.i lar t o those exper ienced f o r e s t ima t ing the 
p r i v a t e consumption expendi ture E.t base year pr ic os vfhich hev? been 
i nd i ca t ed in paragraphs 3.1 t o 3.3 . • -iow^ver, i t may be addud 
tna t adequate in format ion i s not a v a i l p b l o about the q u a n t i t i e s o f 
variour. ccnmiodities purchased by genera l g o vomnon t . Thi? i n f o r w . t i o n 
C o l l e c t e d by the D i r e c t o r a t e General o f Supp l i es and Disposa ls and 
publ ished in the D i r e c t o r y o f Government Purchases, r e l a t e s 
tn v a l u e o f s t o r e s f o r which orders a re p ieced by Government 
depar tments . The coverage o f t i e data publ ished in the D i r ec to ry 
ci ' Govemmait Purchases i s n o t complete in the sense t h a t the 
o rde r s below Rs,2,000/- a re not taken in t o a c c o u n t . Fur ther , the 
r e p o r t i n g from tho S t a t e Governm^jnts in r e s p e c t of government purchase 
i s u n s a t i s f a c t o r y . The D i r e c t o r a t e General o f Supp l i es and 
Disposa ls has a l s o misde some attempts t o prepare the index numbers 
o f purchase p r i c e s which can bts cons idered as d e f l a t o r s f o r t h e s e r i e s 
r e l a t i n g to genera l government consumption ©xpeaiditure. These i n d i c e s 
s i f f e r from a number o f l i m i t a t i o n s ^ such as incor-p le te coverage and 
l a ck of necessary in format ion f o r t h e comp i l a t i on of the i n d i c e s . 

Domestic f i x e d c a p i t a l formut ion 

5,1 iSatimatea o f domestic f i x e d c a p i t a l f o rmat ion c t current p r i c e s can 
be compi led from the accounts o f governmient a d m i n i s t r a t i v e departments 
and departmental e n t e r p r i s e s , govemmant companies, s t a tu t o r y 
c o r p o r a t i o n s and p r i v a t e c o r p o r a t e s o c t o r . For the non-govarnmant 
non-co rpora t e s e c t o r , the a v a i l a b l e in format ion r o l e t e s t o on ly 
Cvjrtain p a r t i c u l a r y ea r s as c o l l e c t e d by the Reserve Bank o f I n d i e , 
t h e Na t i ona l ^ample S u r v ^ and K e t i o n a l Counci l of App l i ed Bconomic 
Research* iSstimates o f c a p i t a l f o rmat ion at constant p r i c e s can be 
compilod i f in format ion i s a v a i l a b l e about the base yea r p r i c e s of 
va r i ous t ypes o f c a p i t a l goods such as l and , d w e l l i n g s , non-
r .5Eident ia l b u i l d i n g s , o ther c o n s t r u c t i o n and works , t r anspo r t 
oquipmont and r cch ine ry end o ther equipment* The data a v a i l a b l e 
in t h e accounts a r e in v a lue terms and as such i t i s necessary to 
prepare an appropr i a t e d e f l a t o r . The in fo rmat ion a v a i l a b l e in the 
D i r e c t o r o f Government Purchases i s n o t adequate f o r the purpose . 
Ihe Economic A d v i s e r ' s index numbers o f w^iolesale p r i c e s f o r 
machinery and t r anspo r t equipnent too have t h e i r l i m i t a t i o n s 
i n the sense tha t they a r e not r e p r e s e n t a t i v e o f the w ide v a r i e t i e s 
o f c a p i t a l g^jods produced es well as imported i n t o I n d i a , For 
6, Index number of purchase p r i c e s f o r 1961-62 issued by 

t h o S t a t i s t i c s D i r e c t o r a t e , pp. 9-11. 



Tarioufl types o f bu i l d ing s used f o r reeid^^nticil m d n o n - r e s i d e n t i a l 
pu rposes , . t h e q u a n t i t i e s and types of c o n s t r u c t i o n m a t e r i a l s i^s 
a l s o the type o f labour irculd v&ry* Tnis would c e l l f o r comp i l a t i on 
o f separate i n d i c e s o f cons t ruc t i on c o s t s of o e r c a i n standard types 
o f b u i l d i n g s which can be cons idered as r e f r e t e n t i t i v e . S i m i l a r 
problems a r i s e i n t h e case oi o ihe r c ons t ruc t i on and works such 
as b r i d g e s , roada^' r a i l - r o a d ; ; , i r r i g a t i o n works, w e l l s , land- improvsment 
e t c . 

5.2 Some deta f o r t h e oons t ruc t i o r a c t i v i t y of the household 
s e c t o r i n the r u r a l and urban arean has bo'ĉ n c c - l o c t e d through, sample 
surveys over d i f f e r e n t per iods of t ime . For yo&rs o ther tnan those f o r 
which the data are a v a i l a b l e ^ es t imates cculd be prepared by c a r r y i n g 
forward end backward the baso y e a r e s t i n a t e s vi- 'h the he lp o f 
c e r t a i n i n d i c a t o r s . Est imates f o r the ncusshold s e c t o r at Lese y e a r 
p r i c e s a r e , however, bound to bo u n s a t i s f a c t o r y because of non
a v a i l a b i l i t y o f data on an annual bas i s . 

6. I n c r ease i n s tockst Ava i lab l j s in fo r r .a t i on r e l a t i n g to va lue o f 
s tocks and changes t h e r e i n i s s t i l l more u n s a t i s f a c t o r y . Some 
in fo rmat ion about t h e i n c r ease i n the v a l u e o f s tocks i s n v a i l a b l e 
i n the accounts o f t h e publ ic and tho p r i v a t e c o r p o r a t e s e c t o r s . 
Fur ther , the q u a n t i t i e s o f v a r i ous commodit ies he ld by the Government 
as p o l i c y s tocks could be a s c e r t a i n e d . A v a i l a b l e i n f o rma t i on about 
changes in stocks held by non-govemmcnt non-corpora te s e c t o r i s 
very s can t y . However, i t may be p o s s i b l e t o compi l e e s t ima tes of 
stocks o f c e r t a i n key commodit ies he ld by var i ous s e c t o r s . F i l l i n g 
in o f t h e gaps in s t a t i s t i c a l in fo rmot ion in r espec t o f s tocks he ld 
in va r i ous s e c t o r s and the changes t h o r e i n would t ake c o n s i d e r a b l e 
t i m e . In t h e case o f c o r p o r a t e s e c t o r , a f i r m may adopt e i t h e r th© 
FIFO or LIFO method or a v a r i e n t of those two f o r the purpose of 
e v a l u a t i n g i t s i n v e n t o r i e s , This procedure c r e a t e s a d d i t i o n a l 
problems in t h i s s e c t o r . There i s a l s o a need to c o l l e c t deta on 
the q u a n t i t i e s o f s tocks o f var iour. commodit ies held by t h e 
producers mos t l y in the unorganised s e c t o r . 

7 . Say ing i Bst in f i tes o f sav ing a t conBtent p r i c e s can be obtained 
as t h e d i f f e r ence of t h e r e a l domestic product a t market p r i c e s and 
the e s t ima t es o f consumption expend i ture at ounstant p r i c e s . The 
Reserve Bank o f I nd i a and the Nat i ona l Council o f App l i ed Economic 
Research have used t h e i m p l i c i t > r i c e index in the o f f i c i a l e s t imates 
o f na t i ona l income f o r d e f l a t i n g the i r e s t ima t es o f sav ing at cur ren t 
p r i c e s . This procedure su f f e r s from thu l i m i t a t i o n that i t does n o t 
t ake i n t o account t h ^ r a r i a t i o n s in the j-ric^s o f consumer goods , 
This procedure w i l l Hold good as long as thd p r i c o ind jx i m p l i c i t 
in n a t i o n a l income estiimates and the consumer p r i c e index of both 
household and ganera l governmont e r e same. In a c tua l p r a c t i c e i t\ 
wotild b e observJd t h a t thoy are n o t always i d e n t i c a l - In such 
a i t u i t i o n s i t would be a j :propr ia te to d e f l a t e sav ings by a conbinec 
index based on p r i c e s o f c a p i t a l goods , expor ts and in5>orts. 

8« Concluding remerksi In the preced ing paragraphs r e l a t i n g t o 
i n d u s t r i a l o r i g i n of r e a l n a t i o n e i p roduc t , e f f o r t s hove been made t o 
i n d i c a t e impor tant i tems o f output end input for most o f the s e c t o r s 
o f the econony which should be taken i n t o account f o r the o t t ap i l a t i on 
of r e a l output s e r i e s . Data in rrrspect of commodity' outputs f o r 
Commodity produc ing s e c t o r s i s a v a i l a b l e i n a l e r g e measure a l though 
here t oo t h e r e e r e a number o f gaps o s p e c i a l l y in r e spec t o f c o n s t r u c t i o n 
8nd smal l manufactur ing e n t e r p r i s e s . However, data i n r e s p e c t 
of commodity inputs is no t a d e q u a t e r ( c a n t d . ) 
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For a large port of non-ccmmodity producing sectors, data are s t i l l 
deficient and hence a pragmatic view has to be taken in deciding 
the specific procedure to be followed in the compilation of 
real output estimates. In vi^w of the importance of precise 
measuremait of growth, i t is necessary that systematic studies 
on the subject of measurement of real output may be undertaken. 
Ihis would also call for further collection of data which would 
help in the evolution of suitable techniques of measurement. 
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RSAt. DKDMBOKlGIN^rNG IN THE FACTOaX E-STABKLSHI'iajTS SEOTOR -
DOUBLS-DEFUTION APPROACH 

K.R.R. Iyengar andK.C, Taieja 

Introduebion, 

1. The approach of double-deflation i s generally accepted as conceptually 
the most satisfactory for estimation, at ccnstn'^t prices, of the industrial 
origin of the product. "This method i s usually employed in the case of the 
coitral ly plsnned economies, and has beai adopted as a basis for practical work 
in a number of the stat ist ical ly advanced market economies* However, the 
extent to vrtiich the double-deflaticai method i s in fact anployed i s constrained 
by the avai labi l ity of suitable indicators for the quanta hXid pidce components 
of gross outputs aid Inputs.'K*') The National Income Division (MIL) of the 
Coitral Statistical Organisation (CSO) which i s responsible for publishing 
estimates of national income every year has for quite some time past, beai 
making concerted attanpts to improve the estimates by using more re l iab le data 
which have become available over time and by adopting improved methods of 
estimation in sectors where i t i s feasible to do so. These have been brought 
out by the CSO in the form of '^Proposals for a Revised Series of National Inoome 
Estimates for 1955-56 to 1959-60" (hereafter referred to as "proposals")© 
However, not much leeway has yet been made in the estimation of constant 
price estimates particularly due to the lack of proper data on indicators for 
deflation. In this paper an attanpt has been made to employ the double-
deflation method to estimate the contribution to national income by the factory 
establishments sector in India by using data collected annually through the 
industrial censuses and surveys. Before the method of estimation adopted-in _ 
this paper i s discussed, a br ief referoice to the methods of estimation which 
have already bea^ tr ied may not be out of place. 

adst ing Practice, 

2. Two methods of estimation have been tr ied ^ t i l l n̂ wl The f i r s t method 
consists in deflation of estimates of net output at cairrent prices by using 
the index numbers of pricos of'majtrfactured.GTticlBa, ..Bi the.saoond merthofi. • 
the estimate of net output for the base year i s carrieo forward by using the 
o f f ic ia l index numbers of industrial production. As i s recognised, both 
these methods have their defects, TiAiile in the former method changes in 
prices"ofiindustrial raw materials are not tdcai into account and also the 
index numbers of prices of mspufactured articles may not be quite representative 
the latter method measures only dianges in physical output-, In addition there 
are the inherent drawbadcs of any index of industrial production viz, that i t 
does not cov^r new itans of production started since the base year and that 
the weighting pattern based on the relative role of the industries in the base 
year may have changed subsequaitly. Of the two methods which were tr ied, the 
NID, however, considetred the results of the second method as bettesr^ 

Doub le-def lation 

3. The double deflation method Involves the deflation of output gnd input 
s^arately. For this purpose ruitable deflators for eadi of them have to be 
oonstructed* _In this paper, the inputs are fur";her divided into two groups 
viz, , raw materials etc, consumed, and fuel, power etc,, used. In other words^ 
separate deflators for each of the three groups viz. ( i ) products and by
products ( i i ) raw materials etc, and ( i i i ) fuel, power etc, have to be 
Constructed aid used to estimate the net output at constant prices, 

(1) U.N, Statistical Commission, XIII Session, Document No. S/CK,3/322, 
(2) Vide "Proposals", p. l80. 



-S 2 !^ 

price Indioes for deflation. 

U. The most suitable deflator for eadi group i s obviously a price index 
representative of the characteristic to oe d^ f̂l̂ nted. In this case these 
qharacteristi-cs are obviously the various commodities ncmufactured by th© 
industries, the differait raw materials, -aid fce'i^ powei- etc. consumed. The 
prices of a l l these itans are not directly available anywhere. However the 
annual reports of Census of Manufacturing Industries (Oi l ) oo provide us with 
useful data from Thich the implicit prices can be worked out. The price 
indices thus obtained are the most appropriate as they :re organic to the 
very system ;*iich provides data for the estimation of net output at current 
prices ^ i c h is sought to be deflated, 

5. As the data used have been tiken from the CMI and the Sample Survey of 
Manufacturing Industries (SSMI) aid a referaice has been made at the end to 
the Annual Survey of Industries (ASI ) , i t w i l l not be out of place here to 
give a brief description of these industrial surveys along with their 
coverage and scopes 

Census of Manufacturing Industries; 

From ^9k6 to 19^6, the Census of Manufacturing industries (CMI) was 
conducted ainually on a statutory basxs^ under' the provisions of Industrial 
Statistics Act, 19U2 and the CMI Rules made uhercjidefr. The CMI covered 
only factories registered under Section 2(j) of the Factories Act, )93h 
namely factories anploying 20 or mora workers on any -ay with the aid of power 
Moreover, i t was confined to the f i rs t 29 of the 63 groups into which the 
entire f ie ld of manufacturing sector was classified. The cer^suset for the 
years and 19̂ 8 were conducted on a voluntary basi'? as the Industrial 
Statistics Act was repealed with tho enforconent of the Collection of 
Statistics Act, 19^3. 

Sanple Survey of Manufacturing Inuustr-jes; 

A Sample Siirvey of Manufacturirig Indo.sbries (J^i-il) was conducted by 
the National Sample Survey coverin:: a l l the 63 industrial groups with the 
exception of ordnance factories and Railway Inforkshops, I t covered a l l the 
factories registered under Section 2m(i) and 2m(ii) ox Uia Factories Act, 
^9hQ, i . e , the factories onplojlng 10 or mor*:; workers on any working day, i f 
using power, and employing 20 01 more worker:..j i f not U3lng -power. The 
classified l i s t of factories rei^jtered under Section 2m(i) tud a!i(ii) of the 
Indian Factories Act, I948 maintained by the Chief Inspector of Factories in 
the different States of India formed the basis for the sampling fl'ame adopted 
for the survey. The aU^ca^ion anong the 6I industries {s^.i their subgroup^ 
has been proportioned to the product of the total numbei" of workers and 
standard deviation of output per worker (obtained from the results of 
earlletr surveys),, Unlike (MI, ths SSMI gives a b?.x)Tnup 6st:unLte for the 
entire population. Both CMI and SSHI provide data for the calendar years, 
except in the case of sugar industry for ^.ich year aiding 30th June i s 
adopted, 

Mnual Survey of Industries; 

The Census aid Sample Surveys fromth.9 year* .19:^9^ar« being conducted 
on a unified basis designated as the ;j:u::u3l Survey of Inductries (AMI) under 
the Collection of Statistics Act, 1953. In thxs survey^ a l l fact-cries 
registered under Section an(i) sad 2ra(ii) of th'. Factciies Act, are 
covered. Data, however, are not collocted frcsn r.he Dgf&ice Inriiallations, 
factories aigaged in storage and distribution of o i l p-il technical training 



were registered -undflr tha Factories Act^ I9U8, vathin this coverage, a l l 
factories anployihg 5b or more workers i f using power^ end 100 or more workers 
i f not using powea* are covered on complete oiumeration basis and i s known 
as the caiBus sector of ASI. A l l other factories not covered in tne census 
sector i . e . the factories employing 10 to 1;9 workers md using power, and 
20 to 99 workers, i f not using power, are covered on the probability sanpl^ 
basis and comprise the Sample Sector of ASI^ 

6. The ( M provides information for the years I9U6 to 1958. I t gives, 
inter -a l ia , for each industry covered, the fallowing oata:- (1) quantity and 
value of each importa:it product and by-product and total value of a l l products 
'end byproducts (2) quantity aid value of each important raw material etc. 
consumed aad total value of a l l materials consumed aid (3) quantity and value 
of important items o f fuel, power etc. used and total vi*lue of a l l fuel, 
power, etc. From each of the above three sets of data the implicit price of 
each important item for a l l the years was calculated and a series of price 
indices with I9U8 as base was obtained, 19i;8 was chosen in order to fac i l i tate 
a direct comparison betweai these estimates of rea l Output and the o f f i c ia l 
estimates -viiich also have I9U8 as base. The authors however proposeto follov' 
this up, shortly, with another series of price j idices wit:i a n o r s recait 
year ( e . g , i960) as base aid prepare corresponding estimates of rea l output. 
For each industry, as many of the' itans for vhich separate information on 
qzantity aid value was availab3.e and as would ensure a large coverage in 
terms of quaitity and or value were chosen aid price indices oonstjTucted for 
each such item with 1914.8 as base. A combined inclox for a l l items in each 
group ( i , e , output^ materials etc. and fuel, powiir etc.) was then constructed 
by using, as we i ^ t s , the values of tho various items in the base year. This 
was done for a l l the industries. Out of the 29 industries two had to .be le ft 
out. One was Producer Gas Plait which was discontinued in ••'-.he ODC after 1958, 
The., other was Gaieral and Electrical Sigineering ^ e r e / Tfffige of products 
aid by—products was so huge anu varied that proper information on quantity and 
Va lue for a l l of them are not available, No a t t a n p t has hovrover been made to 
make any ad;Justraents on this account. The series of price indices given are 
therefore based on only 27 industriesv There we r e thus 27 series of price 
indices for each of the t h r e e groups being considered. For each group these 
27 series were again combined and one series obtained by weighting than by the 
respective tota l group values in I9U8, Thus three series of price indices 
were obtained for use ^n deflating thejcurroit price estimates of values of 
the respective groups. Table 1 presents the three series of price indices 
constructed as above. The indicefi for each industry, along with the weights 
used, for each of the three diar act eristics are presented in Tables ^A-1, A-2, 
aid A-3 in the Appencfi.x, 

Matha:natical Pormula» 

Im Reduced to mathanatlcal symbols the method can be represented as follows! 

I«tthe suffixes i , J and k dmote the i ^ industry, the J*"̂  itan 
selected aid the current.year. Further let the b a s e year be d^iioted by the 
^ f f i x 0. Let a l s o ^ staid for price index, for value a n d ^ for quantity^ 

The price incfex for the i " industry as a whole oVer a l l the itans combined 
^ t h . be g ive , by L ^ 2 ^ . ^ „ / > ^ V /X ^^^>o 

•^e combined price index over a l l £idustries for K y & r i s obt;>iJi©d as 



Table i 

pidlces of Prices of Output, Raw Materials and Fuel Consumed 

Base I9U8 = 100 

Year Output Materials Consimed Fuel etc. Consumed 

( i i (^) U) (W 

19^1 133*U 15U.6 102.2 

1952 112,1 129.0 108.2 

19^3 T03.8 112.1 111.8 

19 SU 101.2 107.7 111.3 

19^5 99.1 100.6 m-U 

19^ 107.0 112.5 120.2 

19^ 109.8 117.6 130.9 

1958 112,2 11i;.6 139.U 

•where Vxo represents the total value of the charactsristic over a l l the items 
In the i***̂  industry in the base year^ 

8, One settles of price indices as calculated above v:lll thus be available 
for each of the three groups viz. products and by-products, materials etc. 
and fuel, poweop etc. I f these groups are indicated by ^ ^/^respeot ive lyr 
the three series as constructed in this paper may be repr^dsented hy A*^ k 
the suffix K daioting the year, ^ / ^ 

9 . The total values of products and bjt-products, materials etc . , and ^ 
fuel, power etc-J may now be respectively daioted by i \Jf \}^ 

at current prices. The values at constant pri \Aii(ii are at current prices. The values at constant prices would then be 
g l v m b y V / ' / { / ! / a/^ ...a I / ' / 

X)« As has bes-I stated above, 'the CMI which provides data only for -29 
industries has beeî  used for construction of price indices for the outputs 
and inputs. The fecurc&.ordata..foP,.e8Cijaation;of thfe contilbuticn to 
national income from the factory establishments sector I s however the SSMI 
which gives the estimates of these characteristics for the a it i re maiii-
facturing sector. Price indices oould not be constructed from SSMI since the 
latter does not give^quaititias of the products, materials etc. , tha r^y 1^ 
making i t impossible to calculate the impHcit p r i c « of the various items. 



Therefore, the application of the price indices obtained from (KI data to 
the total values as givoi by SSMI for purposes of deflation was a matter of 
necessity rather than of choice. This however cainot be considered a draw
back as the trends of prices of the various characteristics in a l l industries 
are generally affected by similar market conditions and therefore the 
prices implicit in CKI data can reasonably be expected to reflect also the 
trends of prices for the industries covered by SSMI, particularly when the 
latter includes also the industries covered by Q-ll, although on a sample 
basis. 

Value Added by Manufacture 

1 1 . . Tha Value added by manufacture i^ given by valne of output less value 
of input. Value of output comprises value of products and by-products plus 
cost of work done for other concerns aid value of input comprises values of 
raw material, -fuel, electricity etc, and cost of work done by other concerns. 
Values of products and by-products, materials consumed aid fuel, power etc. 
used were obtained from the annual reports of the SSMI for the years 19^1 to 
19̂ 8 aid each of these series Was deflated by using the corresponding price 
indices constructed as described, above. The estimates presented in this paper 
are restricted to 19^1 to 1958 as this i s the period for which SSMI data are 
available. The difference betwaen the deflated values o^materials and fuel^ 
power etc. , gave what may be called gross value added by niaiufacture i . e , 
gross of the net cost of industrial servicing ( i « e , cost of work done for 
others minus oost of work done by others) at constait prices. 

Contribution to National Income 

12, Contribution to national income from the factory e-Ttablishments sector 
i s obtained from, the value added by maiufacture by deductij-ig certain 
miscellaneous operational costs, insurance premia aid imputed btjik charges 
and depreciation. Proceeding from gross value added therefore, deductions 
were to be made on account of net cost of industrial servicing, laiscellaneous 
operational costs, insursnce and bank charges aid depredation. The deduction 
on account of miscellsneous operational costs was made only upto as from 
1955 onwards the SSMI data on Inputs are already inclusive of such costs. 
For. 19^1 to 195U, following the "Proposals", this has been taken as 0.5 perceml 
of the gross value added. For insurance and bank charges as wel l , the 
available o f f i c i a l estimates were uti l ised. As regards depredation, SSMI 
does not give the necessary information. In the o f f i c i a l estimates i t i s 
estimated as a ceirtain percentage of gross output based on the CMI data. 
However, depreciation, i t i s f e l t , i s more closely related to fixed assets 
rather than to the value of the output, Hmoe depredation for eadi year 
was calculated by applying the proportion, in that year, of depredation 
to fixed assets obt ined from CMI to the value.of fixed assfats as per SSKl 
on the obvious assumption that the CMI proportions hold good for SStU. also„ 
Calculated this way, the estimates turn out to be higher (than the o f f i d a l 
estimatee) by about Rs. 6 to ^k crores during 195l to 1953, of about the 
sane order during 19^ to 1956, aid substantially lower in 1957 'aid 1958. 



Deflation of deduct Itans. 

13» Having obtained estimates of a l l the above deduct itans, the 
question thai was one of deflating thean to obtain the estimates at constant 
prices. In the case of miscellaneous operational costs, i t was not 
considered worthwhile to attanpt any deflation as i t constituted a very 
small proportion of the gross value added and further, for four years these 
were already included in the value of input as givgi by the S£MI. Wet cost 
of industrial servicing as well as insurance and bank charges were also 
not deflated for lack of proper and relevjait deflators. (Suggesticais 
from delegates in this respect wi l l be most gratefully welcomed,) As for 
depredation i t was originally t h o u ^ t that the v*iolesale price index 
for machinery and transport e q u i p T i e n t mi^ht be a suitable deflator. But 
this has i t s drawbacks. For o n e thing, the index does not take into 
account construction which would b e part of t h e assets for whid^ 

depredation is provided. Secondly t h e nature of t h e machinery and 
equipment included in the index and that normally owned by the factories 
i s not known. However on more eye fu l thought i t v/as fe l t that 
depredation, after a l l , need not b e deflated at a l l . Depredation, at 
least conceptually, i s meait to be provided for an asset on the basis of 
the book value of the asset. That i s , irrespective of the value of the • 
asset during the cwrrait year, the depredation provided i s only on the 
purchase value of the asset. This suggests that the depredation i s already 
at a constant price; otherwise at the current price it would have beai 
much higher. Further, considered in this l ight, i t w i l l be seen that the 
'base' i s also different for different assets depoiding on when eadi was 
purchased and hence no adjustment can be attempted at a l l . This argumait 
w i l l not however apply to that portion of the depredation vhich has been 
provided on assets bou^t during the current year. This i s given, in each 
year, by the increase ir depredation during that year. Such increases . 
were calculated and i t was found to be of the order of only Rs.U to 6 crores 
throughout the period. Moreover even this cannot be deflated by the index 
number of wholesale price of machinery and transport equipmait since the 
chances of the machinery bought during the current year not having been 
there during the base year are mudi greater. In view of this it 'was dedded 
not to deflate estimates of depredation d ther , (How far-these arguments 
can be considered taxable i s ai importait point on which the authors would 
very much appredate having the considered views of the delegates.) 

ikm Estimates of value added by manufacture for the years ^9^^ to 19?8 
at current aid constant prices by the double-deflation method are presented 
in Table 2. Contribution to national income after making the necessary 
deductions are presented in Table 3. 

Comparison with o f f i d a l estimates. 

l5. As the method employed to obtain the o f f i d a l estimates at constant 
prices i s quite different from the double-deflation method used here, the 
two sets of estimates cannot obviously be expected to reflect the sane 
trends. However the two estimates are presaited side by side in Table k* 
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Value In Rs Crores 
price indeK with I9UB 100 

Item 1951 1952 1953 195U. 1955 1956 1 9 ^ 1958 
(1) (2) (3) iU) (5) (6) ll) («) (9) 

1. Value of products md by-products 2136.5s 1999.6U 2011.09 2i5b..81 22U9.5b 2816.23 28^1.96 3051.18 

2. Price i/idex of " « "(19^8-100) . 133.ii 112.1 103.8 J101.2 99.1 107 .d 109.6 112.2 

3. Value at I9U8 prioes" 1601.62 ̂  1783.80 1937.^7 2125.31 2269.93 2631.98 2633.8U 2719 .Iii 

U. VaUie of materials consumed ^h9h.k^ ^ 1362.79 1300.02 1393.90 I5o5.9o* aDOI.OU 1923.62 1952.35 

5. Price index of " ' » (I9U6 = 100) 15U.6 129.0 112.1 107.7 100.6 112.5 117.6 n l ; .6 

6 . Value at I9U8 prices 966.67 I056.1i3 1159.70 129U.2U lU88.0U-i«i 1772.37 & 1635.73 1703.62 

7. Value of fuels etc, consumed 67.86 8I.69 80 .U9 76.36 # # 302.01 115.61 

8. Price index of fuels etc. »( 'U8 a 100) 102.2 108.2 113.8 111.3 ' 111.U • 120.2 .130.9 139 .U 

9. Value at I9U6 prices 66.iiO 75.5b 71.99 68.61 77.93 82.93 

10. Total input at I9U8 prices (6*.9) 1033.07 1131.93 1231.69 1362.85 iU88.aii® 1772.37® 1713.66 1786.55 

11. Value of services sold net of purchases U6.68 57-78 51 .01: f ) 25.5ii (-)28.10 t (-) 15.53 101.U6 

12» Value added( at curroit 
m*ices) 

13. Value added at 19i|8 prices ( 3 » W l ) 

620.91 

6l5.^3 

6l2.9li 

709.65 

6 8 1 . ^ 

756.79 

655.01 

736.92 

7i5.5b 

753.79 

815.22 

85^.61 

8Sb.80 

90i+.65 

9li7.95 

- 103ii.32 , 

* Includes value of fuel etc. etc. * * Included in materials consiuned. ^ Gross of depreciation ' 
• Included in value of products aid by-products. ® The combined deflator used for materials, i\iel and 

others i s 101.2 for 1955 aid 112.9 for 1956. 

TABLE 2t Value Added by Maiufacture at Congtgtfit CigjiS) Prices, 1951-58. 



TABLB 3 

Contribution to National Income from Factory Establishment a Sector 

Kb. Crores 

year 
1 

Value added by maiufacture 
Currait .^Srices 19Ud prices 

2' 
Depreciation operational 

Costs 
Insurance & 
Bsik charges 

Total de
ductions 

Contribution to Nation 
Income 

Current 
prices 
( ^ 7 ) 

•51̂ 8 prices 
(3-7) 

(1) C2) U ) (5) (^) (7) 19) 

1951 620.91 615.23 ii8.77 (1^2.65) 3.61 12.32 6ii.70 556.21 5Sb.53 

1952 612.9U 709.65 53.01; (li2.76) 3.62 13.21 6^.87 3*3.07 639.78 

1953 681.59 756.79 ' 56.72 (U2.9I) 3.80 1 3 . » 7U.II .607.U8 682.68 

19 5U 655.01 736.92 5U.03 (5U.58) li.07 1U.09 '72.19 .582.82 66U.73 

1955 715,50 753.79 58.57 ( ^ . 2 8 ) @ I5.7ii * 7U.31 6141.19 679 .U8 

1956 815.22 859.61 63.1U (65.32) @ 19.00 ' 62. Hi . 733.08 777 .Ul 

19 ?7 85b.60 90ii.65 69.30 (63.61) @ 33.35 89.55 761.25 815.10 

1958 9U7.95 103U.32 75.12 (99.U1) @ 22.03 97.15 . 85b.8o 937.17 

1 Gross o£ depreciation 

2 Figures in brackets are o f f ic ia l estimates given here for comparison. 

® Already accounted for in value added by manufacture. 

http://7U.II


Table k s Comparison with Of f ic ia l Sstimatas. 

O f f i d a 1 Estimates Authors! Sstimates Implicit pri CO Indices 
Year Current 

prices prices 
Current 
pri ces pri ces 

Of f ic ia l 
estimates 

Authors' 
estimates 

(1) U) (U) (7) 

1951 6hO 552* ' 556 551 116.0 100.9 

1952 636 590 5U3 6I4O 107.8 8i;.8 

1953 692 652 607 683 106.2 88.9 

7U7 697 583 665 107.2 87.7 

1955 782 758 6U1 679 103.2 9h.k 

1956 901 827 733 777 108.9 .9U.3 

1 9 ^ 
19 ?8 

977 
??1 

852 
86U 

761 
851 

815 
937 

I IU . 7 
1 1 5 . 3 

93.U 
90.8 

16. On ai examination of the two sets of estimates, i t i s noticed that 
whereas there i s a gradual and uninterrupted increase in the case of the 
'OffiLcxal estimates, there i s a decline in 195U in the case of the estimates 
by the double-deflation method. Comparing the two figures year for year i t 
i s noticed that the o f f ic ia l estimates are lower in 1952, 1953 aid 1958 and, 
h i ^ e r in a l l the other years, the differaice being of the order of Rs.5b 
crores in 1952 aid 1956 aid of the order of Rs .75 crores in 1955 and 1958. 

Glaring Graitrast 

17. A more glaring contrast i s however noticed when these two sets of 
estimates are compared with the corresponding currait price estimates. Except 
in 1951^ the authors' current price estimates are lower than the constant 
prici3 estimates In a l l the years whereas i t i s quite the opposite in the case 
of the o f f ic ia l series. This wLll be clearer from a comparison of the 
implicit price indices for the two sets of estimates. These are also presentee 
in Table U. These show that whereas for the o f f i c ia l series the implicit price 
indcK declined in 1952, 1953 ai i 1955, in the case of the doubl&.deflation 
method, the implicit price judex declined in a l l years except 1953 aid 1955. 
The former shows ai overall increase in prices (compared to I9U8) whereas the 
latter reveals ai overall decrease for the whole period except 1 9 5 1 . This 
i s clearly contrary to the popular impression that the prices have in general 
risen and that therefore the current price estimates should be higher than 
the oonstait price estimates^ On an exSraination of the method adopted and 
the actual figures involved, however, i t appears that the above Impression 
need not necessarily be correct as w i l l prescaitly be explained, 

18. The doubla-deflation method involves the deflation of the values of 
output aid input separately and deduction ci one from the other. I t i s 
obvious therefore that the trend Li the net deflated values w i l l depend on the 
traids in the deflators i . e . the price indices. This can be easi ly done from 
Table 1, I t cai easily be seen that the Index for materials consumed i s 
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higher than that for output jji a l l the yeaiS— h i ^ e r by as many as 21 and 
17 points in I95l/and 1958. In the case of fuel consumed also, the indices 
are much higher than those for output in a l l years from 1953 onwards. This 
raeaia that due to deflation the inputs get reduced by a larger magnitude 
than the output thereby increasing the net figure after deflation as 
compared to the sane before deflation. One importait reason for the differing 
trends in the two series of deflators seems to be that whereas the values 
of Inputs are piirchase prices at probably -Jholesale rates ( a id therefore w>uld 
include indirect taxes, transport dia.^ges e tc , ) , the values of oatput are at 
factor-coat aid perhaps the major portion of the increase in prices i s due 
to increase in the indirect taxes involved rather than in the tost of the 
factors of production. In view o f a l l tnis, it gppoars that although there 
has beai sn overall increase in market prices_ in so f a r as deflation of 
opntribution to national income from the factory establishments is Goncemed». 
there has been ai overall decline in the implicit price index over the 
ii^ole period. 

Some RLnal Observations. 

19. The merits of the double-deflation method are well known. The most 
important merit i s that i t takes into account the relative changes in prices 
of not only outputs but also the raw Baterials and other inputs. Secondly 
the price indices, as constructed in the present paper, cover a l l possible 
items of inputs as well as outputs aid are based on the sane data as ŝ re 
used for national income purposes. The methods adopted in this paper with 
their limitations are only an attempt to demonstrate that i t i s possible to 
anploy the double-deflation method to obtain estimates of real income so far 
as the factory establishments are concerned, ^ t h the commencement of the 
Amual Survey o f Industries (ASI) from 1959 onwards aid the comprehensive 

, coverace aid nature of data being collected in the same, i t should be 
possible to put the estimates of real income,, at least from 1959 onwards, 
on a firm footing based on tho double-deflation method. 
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Taile A -2 . Indices of F-Uceo of Matsrialr: Consumed in AH InJuct-riss, 19U6-.1958. 
( \-M = TOO) 

In A-, stry Weights 19U6 

121 
195b 1951 

i5n 
1952 1953 

I P X 
19 5U 1955 1956 

m : 
1 9 ^ 1958 

5 . 
6. 
7-

1. «ieat flour l683 
2. aice milling il178 
3» Biscuit making , 22U 

Fruit & vegetable processinij 31 
Sugar li567 
D i 4 t i l l e r i e s & Breweries 112 
Starch U6 

8. Vegetable o i l s 9223 
9. .Paints & Vainishes 376 

10. .Soap 993 
11. .Tanning U93 
12. Cement 216 
13. .Glass & glassware ]28 

Ceramics • 68 
plywood & teachests 91 
Paper & papor board 272 

17. Matches 29U 
18. Cotton textiles 17597 

Waollen texti les 392 
Jute texti les 1lU56 
Chemicals 107 8 
Aluminium, t»pper & braes 1275 
iron & Steel 1339 
Bi cycles 33 
Sewing machines 13 
Electric lamps 31 
Electric ftXis 130 

1I4. 
15. 
16. 

19. 
20. 
21. 
22, 

23. 
?h. 
25. 
?6. 

73.9, 100.0 98.1 98.3 99.9 111.3 118.7 95.3 79-9 91.7 93.6 93.6 
81.0' 100.0 106.U 109.6 111.5 122.0 133.9 117.1 110.8 132.8 l5l.i; 152.3 

73.9 
69.7 
63.6 75.2 100.0 
65.6 78.7 TOO.O 
76.6 116,8 100.0 

103-8 103.3 100.0 
IOU.U 95.9 100.0 

50.9 90.6 100.0 

98.2 
89.7 
85.3 
89.1 
91.8 
99.5 

92.5 96.i; 99.5 
98.0 105.U 130.1 
83.5 95.0 86.1 
82.5 QUBO 88.0 
9U.0 95.3 101/1 

7U.6 107 . 5 1 20.1 117.1 
119-2 135.9 IU2.7 ^Uh.h 
78,2 92.7 103.0 100.U 

87.3 
92.2 
82.0 
88.1 
95.9 

93-5 92.3 I0U.9 106.1 109^2 
102,2 77.9 76.I; 60.7 100.3 
98.3 102,7 102.7 80.a 86.5 

116.7 87.3 98.3 97.3 92.7 
98,5 99 .9 125.1 ny.3 102.0 

116.6 133.7 lli5.5 111.1 119.8 
69,7 100,1 100.0 12U.7 m2,3 176.6 l65 ,6 122.1 1!5.3 
80.2 65,2 lOb.O 112.7 127.1 1h0.3 106.6 loU.C 80,2 
82.6 113.3 100.0 107.6 113.5 IU2.0 ".01,9 105.U 109.8 111.8 68.2 69.7 112,6 
70.1 86.1 100.0 111 . 1 109.3 138.2 lUB.5 112.5 103.7 I06.I 105.6 109.U 109.3 
hh,k 98.U 100.0 99.U 103,3 122.8 II9.0 lUl .9 115.5 108.2 1 23.1; 120..6 121.5 
85.U ,91.3 100.0 108.3 111.2 119.3 113.5 120,;. 123.3 126,0 128.7 136,2 lljO.l; 
53.6 67.2 100.0 102.^- loU.O 121.U 120.3 10h.9 103.ii 108.2 1lU.9 1l5.0 130.7 

81.7 100.0 lO/i.2 100.8 109.5 113,5 96,J 103.6. 113;2 103.9 99 .1 1l3.ii 
89.U 100.0 100.5 107-0 'ilU.7 131.6 119.1 113,3 111,1 91.7 122.1" 117.8 
80.0 100.0 126.3 IU7.O 186.1'IdC'.U 129,k 13U.1 n'6.9 1 27.1 127-6 1 23,6 
93.5 100,0 1 15 .1 '17U .3 301.2 199.9 219-8 225.2 215-U 221.2 2U5.1 235.7 
79.0 100.0 105.1 118.6 168.9 118-U 71,7 7iu7 83.0 81.0 83 .6 72.7 

lOO.U 1.33,U 100.0 nU,0 126.3 100.? 95,U 91 .6 8U.8 7^.5 88,7 99,U 10i4.3 
76.1 85.7 100.0 108,3 116.7 152,8 158.9 l5l,U 137.8 166,1 185.3 1 55.2 IliO.i; 
79-7 80.1; 100.0 111.6 119.0 12li.2 1UI.6 li;1.6 177.3 190.9 232.9 268.6 289.6 
99.3 91 .2 100.0 93.2 115.1 121.U 126.8 129,0 125.5 132.1 151.li 153.1 l58,5 

195.5 IOU.3 100.0 202.1 208.1 2U6.6 289.1 298.2 295.1 277.6 270.7 3ii1.1 3U7-9 
112.7 101.6.100.0 101.1 108.5 107.1 123.3 128.2 127.7 132.7 I3li.2 133,1 133.6 
62 . 5 73.6 100.0 75.6 92.7 10ii,6 118.3 113.0 117.1 118.6 IU9.6 135.2 137,9 

69.3 
79.3 
73.3 
93.7 
I1O.3 

All Industries 56339 63-9 72.5 100.0 109.1 122.6 l5b.6 129.O 112.1 107.7 100.6 112.5 117.6 IIU .6 

27. 
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Table A-3. Indices of Prices of Fuel etc. Consumed in Al l Industries, 19U6-1956, 
(19U6 = 100) 

Industry W a i s t s 19U6 19l;7 I9U8 19i*9 195b 1951 19 ?2 1953 19 A 1955 1956 195? 1958 ^ (2) (3) W (5) (V) ( « ) t?) •10) (11) (13) (1M (15) 

V*ieat flour 23 95.0 102.0 100.0 100.9 99.3 113.7 92.2 IOU.9 113.5 113.9 122.2 126.7 133.1i 
Rioe milling 53 82.9 95.5 100.0 97.6 102.1; 102.7 109.0 105.3 102.3 102.1 109.6 118.7 1''9.3 
Biscuit making 8 99 .1 91.9 IOO.O 97.2 103.6 87.0 90.7 92.7 98.2 95.5 99.0 105.1 109.6 
Fruit & vegetable processing 1 2];6.1 190.8 100.0 103.6 IOU.3 105.3 99.8 93.1 9ii.3 IO6.9 125.5'133.3 130.7 
Sugar 115 87 . 2 93.2 lOO.O 9U.8 93.0 10U,3 113.1 IIU.U 101.2 107.3 116.3 123.2 125.2 
Dist i l ler ies & Breweries 23 83.0 90.0 100.0 85.7 89.7 91 .5 92.6 9h,9 96.1 96.3 100.3 109.3 1lU.7 
Starch 2 95.3 105.1 100.0 112.2 112.5 122.6 133.1 127.2 12U.9 122.3 129.2 135.5 138.7 
Vegetable o i l s l58 97.7 92.1 100.0 99.8 96,U 100.6 I06.7 112.9 IO8.7 110.1 117.3 121.9 12ii.l; 
Paints & varnishes i; 87.1; 90.1 100.0 101.1 108.8 lOU.i; 107.5 I08.I 103.8 107-1 115.1 119.0 131.1 
Soap 18 82.6 92.2 100,0 96.1 90.9 79.6 92.1 91 .3 96.1 9U.9 99.U 103.2 105.8 
Taiiiing 6 100.5 92 .1 100.0 107.9 109.5 121.1 120.0 127.7 127.6 127,2 128.2 131.2 136.2 
Gemait IU3 87.9 92.1; 100.0 113-6 lo6.5 IO8.O 123.9 127.6 123.2 123.2 132.7 li;7.1 15L.7 
Glass & glassware 73 6I.0 96.8 100.0 99.U 87.5 88.6 9^.2 9^.^ 93.7 9Q.8 77.9- 104.3 IOI.9 
Ceramics 52 98.9 101.U 100,0 10i;.7 103.,8 10i;.0 113.9 118.7 117,3 1l8,7 127.8 ll;5.8 15^1.1; 
BlyvDod& teachests h 87.1 88 ,5 100.0 109.0 115.7 119.U 123.7 lU2.7 122.6 13U,9 123.1 133.9 136.3 
Papers paper board loU 93.2 96.2 100.0 99.7 105.6 105.9 109.7 111.8 112.1 111 .3 117.1; 132.1 IUI .9 
Matches 7 11^7.7 170.1; 100.0 I17.ii 115.9 119.1 129.5 128.6 iU3-7 l i i l . l lU7,i; 15U.8 157.5 
Cotton texti les I0U6 93.1 95.1 100.0 109.1 110,7 108,8 l l6 ,9 12li,5 121;.1 123.1 131.6 139.6 li;7.9 
Wbollai texti les 23 89.3 88.3 100.0 I06.3 10U.7 IO6.8 133.1 125.5 133,0 109.3 133;6 139.3 l i ; l ,8 
Jute texti les 295 89.3 89.7 100.0 106.2 105,1 99.5 103.0 90.7 100.0 99.5 IO6.U 117.0 128.7 
Oianlcals 90 67,1; 88.1 100.0 93.3 89.2 89.2 79.7 81.5 68.2 72.8 76.2 83.I 96.I 
Aluminium, copper & brass 68 70 .5 79.8 100.0 96.2 96.3 96.7 109.5 IO8.9 80.O 76,7 8 I . I 90,3 99.5 
Iron & Steel 723 79.5 61;.8 100.0 99.2 96.5 95.6 99.7 10l;.5 107.6 IO8.9 121.0 137.6 li;9.1 
Bicycles 2 ^ . 6 52.7 100.0 53.1* 62.0 61;.9 73.2 73.6 7k»h 73.5 73,7 69.7 73.U 
Sewing machines 1 116.1 105.U 100.0 100.9 100.0 99.0 102.3 10l;.6 96.7 90.6 95.2 111 .1 1U5.2 
Electric lanps . 3 88.0 102,0 100.0 96.O 97.8 97.2 98.O IO6.3 96,2 l lU .9 IO8.O 112.3 127.8 
Electric f ^ s 3 111.9 116.8 100.0 106.2 101,0 93.5 97.U 101.3 101.2 99.1i 93.2 95.6 109.7 

Al l Industries 30i;8 87.6 91.6 IOO.O 103.7 102.7 102.2 108.2 111.8 111 .3 111.U 120 . 2 130.9 1:^.1; 
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TRffllDS IN PRODUCTIVITY AND PRIG3S IN SSLSCII© MJWUFACTURING 
INDUSTRIES IN INDIA - 19^8 to 1958 

Grace Majmdar 

Introduction 

Productivity i s one of those subjects about which much has been SrTJ.d 
aid written in the recait years. But unfortunately, i t i s also one of 
those few words in economics whi^ have aroused many different and sometimes 
conflicting interpretations. I t i s , therefore, necessary at the very outset, 
to define the term precisely. The term productivity may be defined as the 
ratio of output to eny or a l l the inputs employed in'production.(1) Output 
and input are measured in physical volume terms, since the purpose of the 
productivity analysis i s to get at the eff idancy with which the resoiorces 
are uti l ized. Ratio of the physical volume of output i> any particular 
input or class of inputs such as labour, capital or materials are useful in 
showing changes in requironaits of the particular input or inputs over 
time. These ratios are gaaerally expressed as index numbers since the main 
interest l ies in the proportional movanents over t3j:ne. 

In order to measure chaiges in general productive efficiency, output 
must be related to a l l associated inputs. Thus, totsl productivity ratio 
w i l l reveal the net savings achieved in the use of inputs as a whole thus 
showing the degree of advaices in efficia:icy of the productive process. 
Though total productivity i s the best indicator of diaiging productive 
ef f idency. i t i s extremely diff icult to measure i t (2 ) because of the 
theoretical and stat ist ical problems connected with the estijnation of rea l 
capital stocks and other services. Hence, the most comrrionly used measure of 
productivity i s the ratio of output to the corresponding; input of labour — 
popularly known as the labour productivity. This, of course, i s a parti.al 
productivity since i t i s a ratio of output to only one class of input though 
the labour i s the most important input. Though called 'labour produAivi.ty* 
i t does not measure the efficiency of labour in the saise of the effort or 
Skil l of this factor alone. However, as labour i s the major factor input, 
real product per unit of labour input w i l l not diverge greatly from total 
productivity measures. According to Stigler, "Labour i s quantitatively the 
largest input ( in marginal units of measure i.e^ as a share of income). So 
large changes in labour productivity over time are l ikely to reflect at least 
liougfcLly the njovafcects of a properly defined measure of productivity. But in 
general the labour productivity measure wi l l exceed i t by more, the more 
capital bas grown relative to labour. Labour productivity w i l l , therefore, 
be a better measure of total productivity, the more nearly proportional the 
increase of labour aid otherrasources over time and the smaller the relative 

(1) For a detailed discussion on the concept and meaning see John WoKendrich 
"Produativity Trends, Capital and Labour"Occasional Paper 53 of NBSR 
(1956)^ Solomcn Fabricant "Basic Fact.s on Productivity Ghsnge", 
Occasional Paper 63 (NB5R, 1959) > J-H. Seigel "Concepts and Measurement 
of Produetion and Productivity", U^S, Bureau of Labour Statistics 
(March 1952), 

(2) Mr. Kendrick i s one of the few who could do i t . See KAidrick's 
"producftivlty Trends in U.S.A."(NB3i, 1961) , in this connection. In India 
Dr. Beri in his boc^ 'Measurement of Production and Productivity' has 
made m attempt to measure the total productivity. 8I0 assumptions in 
measuring the effect of capital are of doubtful validity. 
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weight of non-labour resources in the total input".(^) Thus, in the absajce 
o f total factory prociuctivity measures^ labour productivity indax can be 
useful i f the limitations of i t s meaiing a r e kept in mind. Even as indicators 
of productive e f f i d a i c y , the bias i s Tenerally not large. In fact, U.S. 
experience shows that industries with the largest incre.ise in labour 
productivity are accompaiied by the largest increase in total productivity. 

Thus, having defined productivity i n terms o f labou:\ productivity, we 
are le f t with defining the two terms o f the ratio \±2.^ ..he product and labour. 

Measuremait of producfbion 

production cai be measured aji a number of waya. It csn be eva luated^ 
at constant prices or net values measui-ed in real terms. In India, as well phy 
as in many other countries, increases in production at constant prices for vol 
the industry sector i s generally measured by means of index nvmber of 
production. The index number of production, as i s available pt present, val 
takes care only of the chaiges in physical volume of production and does not ev 
take care of the differences in qial ity of production or chaiges in the 
input structure. We are, therefore, not measuring production with the help 
of index numbers. Instead, production i s measured in terms of• values added, 
evaluated at constant prices. In order to arrive at vaiiies added at oonstait 
prices, we have deflated the current values o f output and raw material aid 
fuel inputs with appropriate price deflators specially constructed for the 
purpose. The subtraction of inputs from the output both measured in oonstait 
prices resulted in anriving at value of unduplicated production measured in 
real tazTns. 

Measuronait of Labour 

The labour has been measured In terms of number o f mav-days worked. 
The labour relates to a l l employees and the total number of. mai-days spent 
have beai considered. I t i s agreed t h a t the labour force i s hetrogenoous 
because of differaices in sex and age o f the i«)rkers. But aiy attenpt to 
convert them a l l into a staidard of an. adult w i l l have t o be based on 
arbitrary assumption* 

After having defined production aid laboior in t̂he above mamer, we 
have attempted t o measure productivity as the ratio o'' production to labour. 
The productivity measure has been attaupted at industry level for ijome o f the 

-major industries v iz . , 1) cotton^ 2) iron aid steel, 3) sugar, h) conent, 5) 
Jute texti les , 6) electric fa is , 7) paper aid paper board, 8) a l l industries 
covered under coisus of Indiai Maiufacturers. The aiaiysis has been confined 
to the period I9U8 to 1958, a period for which comparable -ata i s available. 

(3) See George J. StiglQr»s "Bconomic Problems in measuring chaiges in pro--
ductivity" (studies in inoome and wealth Vol.XXV by NBSl). According to 
Mr.Stigler, "Let P « A ( t ) f (C,L) where P i s output, C i s capital, I* i s 
labour and A ( t ) i s the index of productivity. I f tedmical progress i s 
indepoidait of the proportions betweoi the factors, as this Reduction 
function assumes aid there are oonstait returns to scale, one'may derive 
the equation; i f , / 

when i s the share of capital return in the tota l product i .e, 
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Method of Sstimaticgi 

The method In brief consists of measuring, the net output or 
production in terms of value added, at con.'rt.un'ii prices and relating i t 
to the corresponding labour input, Tho value ^dded of the ith industry for 
tbfectth .year--has been estimated at constanr. ĥ .-̂ e y^.-r prices by the method 
of cbuble deflation viz, b-y deflating both out.,:;ut and input vdth 
appropriate price indices as follows with the help of Laspeyer* s Formulae 

Production in year ( t ) at base year , , ^ ^ ^' J ' o 
(o.) prices for the ith industry =; / V _ ^ p p . 

where P and Q represent prices and quentities of rii itarvs of output of 
ith industry and^A and ft/represent the prices and quantities of the mi 
itons of inputs of ith jjidustry. 

The formula ( 1 ) 'above can' also be writtai as ! 

where aid respects.vely*>epres«ht tli« tol?a3 value of (TUtput of the ' 
ith industry in the years (t) and ( « ) at current prices aid r^*and r—'X> 
the corresponding value of input, ^ —, 

After having obtained the net output A / , for the year ( t ) at the 
t>ase year pSrices, the productivity of the.ith industry in the year ( t ) w i l l 
be given by A/,*'* wber̂ e ^''nieasures the labour inputs of the ith industry in 

terns of m3i"days in the year ( t ) , snd t varies from 19U8 to 1958, 

Availability of data 

The only source of data which gives details of quantities and values 
of Various itans of input snd output for a number of industries for a 
considerable period of time on a comparable basis i s the Census of Indi^i 
MaiufactuEBrs ( CKI) • ^ 

The sanple survey of Manufacturing Industries (SSMI) though covers 
a l l the Industries and i s available for a long period of time on a 
comparable basis, does not give details of quantities and values of various 
itans of output and input and therefore, the results cannot be used for 
building up the series of output aid input at constant prices. The oTiher 



available data on Industrial Production viz, those oollected by the DGTD md 
brought out by C.S,0# in their Monthly Statistics of Production of Selected 
Industries i s .also not of aiy help in this work since i t gives only the 
quantity of output and not the input details. Hence reconrsehas bean taken 
to the data thrown up by the CMI in the case of industries chosai for the 
study. The CMI was conducted ainually from to 1?58 covering the 
factories registered under the section 2j of the Factories Act I93ii namely 
factories employing 20 or more employees on any day ;dth the aid of power 
aid confining to the f i rst 29 industry groups of industries I ^ c h covers 
about 60 to 70 -per cait of total production in the fact.ory manufacturing. 
The slight differences in geographical changes and non-response-will not 
have much bearing on the results of this analysis, since i t i s not the 
absolute value but the ratiosof output to labour input.which are coraparod 
over time aid haice no adjustment on these accounts has- beo'J mad©. 

Details of Estimation 

The CMI for a l l the industries covered, gives the details of a l l the 
major items of output and raw materials and fuel inputs in terms of both 
quantity aid value for a l l the years* Jbr each industry imdtir study the 
year 1958 has been taken as the base year aid the price relative for each 
year with 1958 as base has beai built up for each itan of output with the 
implicit price arrived at by dividing tho value of each item by the 
ooiresponding quantity for each year from the CMI data(i»e, PiJ / Pft i s 
built up where rfj i s the price of jth item of output of the ith industry 
at time t aid p£j i s the corresponding price at the base year) • The pii.ce 
relatives of various items of output have been aggregated to form the 
combined price index of output for the industry as a article with the help of 
value of 4. output in base year as weights,-

Thus we obtain, for each industry, an output price index in the form 

3-1 
By deflating the value of output in the current year with the above price 
index, we get the output in the currait year at base year parices "ria, 

\ 7 . / 7--' 
Similarly tne raw materials aid fUels are separately deflated to get their 
values at base year prices and subtracting raw materials and other inputs at 
constait prices fiwi the B^rrespcffiding deflated value of output we arrive at 
the net output measured at oonstait prices. 

I t could be not«d that we have bxiilt up pirice indices of output and 
input from the oaisus figures by dividing the value by the Corresponding 
quantity as available in (JG for eafi^ itan of output aid input. We had to 
take this laborious coxirse sine© the available index number of rfiolesale 
prices do not sorv* our purpose as i t does not provide price indices of 
a l l component items of output and raw materials and fliel Inputs for each 

http://pii.ce


^pdustry "for *Mtiich we require such' ijndElces for lel'L-^^^lni '̂ '̂ le components of 
out^uts^and inputs, Jin overall price index for e-^cz industry ^rouo as l's 
available in the publication "Index No. of i^cileaaic pricofi" w: XI not r evea l 
the true picture since each industry vd l l be having prcduct -noĴr wnidi call-t; 
for deflat4.on -by individual itor.s of output r£.d -Liput., 

After having thus arrived at the production Ni at oons-cOit pi'ices ;cr 
a l l CMI industries individually they have bee: '^dded up tc ootairi a octal 
production for a l l the -OH "irtdustries, A t rr-.-ucticn indtoc for* each industry 
g ro i ip^d ^Iso 'for a l l CKI industries h e - .3^:1 b^uilt -j;p wnidi give;: tho 
trends in production of the industries, 'I'hc pr ice rjicdces of output end 
input, £0.d also the production index ar& dlsfv^a:i:d in'the next section on 
results. . , * 

We have then measured the oorrespcndint-; labour O 'Tort , related it. to 
the production measured in rea l terms a^d t h ' i 3 aivi-vii--' nt tho "L.ctal prociuo-
t iv ity measured in relation to labour, input-. 

ffhe 'CKI along with the details of prod;Ktion ai l^ 'nput p.vĉ 3 derails of 
labour input as well. Labour has been measiu'ed iii Ic^.r. of numoer cf m^d jys-» 
It i s agreed that the labour force i s hetru^eneo-js r;cc,:iviEo cf diff ' , iraic3s ixi 
sex aid age of the workers. But any attempt tc ounvî rt them a l l into a 
standard^ of aduit w i i l have to be based on arbitciry r-stxcE. a'.d at-r.'s open 
to question. So as Fabricant^ ' says, simple aggxegatus of numbers h^ve wt̂ î 
considered as the practical solution. The data on manhjur-.̂  has not bctn 
taken because the man-hours data i s MnaDmplete in tht^ sense that on.y :ji tb.:. 
Case of the wortcers directly employed the details of mcin-L-nuTs are rro'rvd>i. 
In the case of workers vHxo are onployed by contractors, tae relavant •X^.t-ri oi) 
mav-hours are not available. Since the prcporti.on of wcr'rwrs emp?^yoi by 
contractors i s not negl igible, i t was not found f i t to oiri - the.-?r cffe-vj. for 
the s ^ e of sticking to the data on man-hours^ Tne inaex baEed on marvd^yj 
has, therefore, been considered for cur purpor^e, Tho lnd:::'ies of net ouiiput 
have bean divided by the oorresponding inda ĉ .*̂  o f laboi,r inpit to gn ve the 
index of productivity for eacii industry. 

The Results; 

The results are presented only for a "̂ c-.-r .-aja"*" industries :r.'\ -Ol 'KJ. 
industries combined for the years 19Ud, !95b^ 1>55 to Vhe f i r t t 
section deals with the trends in the implj..iit pr^c L O of. cutp-it and input over 

•the period under stu<fy ^ i l e the second par- ^ s o i s s e s \jhc changes iii 
productivity, 

A. Trends in price indices of Output aid Inpus:^ 

As described in an earlier section; fo r ecdi .miustry price ladicos 
have been constructed from the data collecoed from iuiftrait; CKI Reports. 
For each industry, a weighted price index of :;utout. ^na jnput have beer, 
constructed with 1958 as the base year. These JTvcticew- of output and tr.puti 
with 1956 as base year for the different industry-groups for the years un:?er 
study are presented in Table 1, 

(^) S. Fabricait, Labour Pro.ductivity Statistios, XIO ^95l. 
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Tabic 1, Indices of Prices of Output and Inp'it of Selected Industries 

Industry Type of Index 19U8 1 19 Sb 1955 1956 1957 1 1958 

C3) 1 (k) (5) CO { (b) 

1. Sugar 

2. Can ait 

3 . Paper & Paper Board 

ii. Cotton Textiles 

5 . Jute Textiles 

6, Iron & Steel 

7» Blectrlc Fsns 

8« A l l CMI Industries 

(a) Weighted price 
{h) Weighted price 

(a) Weighted price 
(b) Weighted price 

(a) Woigtited pi^ce 
(b) Wei^.t.Rd prico 

(a) Weighted price 
(b) Weiyhtad price 

( a ) Weighted price 
(b) Weightei price 

(a) Weighted price 
(b) Weighted price 

(a) Weighted price 
(b ) Weighted price 

(a) Weighted price 
(b) Weighted price 

index 
index 

index 
indeoc 

indajc 
iiidfex 

index 
index 

index 
indtiX 

index 
index 

indeK 
index 

index 
index 

of output 
of input 

of output 
of input 

of output 
of input 

of output 
of input 

of output 
of input, 

of output 
of input 

of output 
of input 

of output 
of input 

103.6 
115 .9 

95.6 
81.3 

7 3 . 8 
89.6 

93.7 
79.7 

1 1 7 . 6 
137.2 

55.2 
U7.1 

I0U.U 
71.U 

93.2 
89.2 

1 1 1 . 5 
117,5 

108.5 
69.2 

85.U 
80.5 

101.0 
115 .7 

139 .U 
1U5.2 

58.8 
51.2 

108.9 
72 .0 

101.0 
1 1 1 . 0 

92,9 
9S.h 

I10.U 
90.9 

9 1 . 0 
9U.3 

9U.3 
93.8 

108.1 
113.5 

30 . 1 
68.1-

113.1; 
87.9 

8 8 . 5 
86.0 

9 3 . 5 
9 6 . 5 

106.2 
92.7 

92 .T 
97.2 

99.7 
100.8 

95 .0 
111.6 

9 1 . 0 
82.1 

I IU . 5 
108.1; 

9 5 . 7 
9 6 . 6 

97.0 
98.6 

97.7 
9 8 . 6 

88.9 
33.3 

97 .9 
102.7 

107.3 
I l l ; . 5 

9 5 . 5 
9 2 . 1 

102.7 
99.0 

98.9 
102.0 

100.0 
100.0 

100.0 
100,0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100,0 
100.0 

100.0 
100.0 

100.0 
100.0 
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beai deflated in order to obtain-the.,output .and infSit^^jiraluat^^^l^'^SQ 
pricesjt.. The diff eraicebetween ^output aid input give the value added 
defined here as production in ' r ea l terms. 7 ~ Table Z prssoits 
the deflated value of output, input and value added for different 
industries. 

I t may be maitioned in this cramection that the absolute values of 
output, input, etc. as rvealed by CKI are not str ict ly comparable over 
tlTie due to s l i ^ t differaibes in geographical coverage and non-response 
in the caisus from year to year. However, no adjustmait has beai made to 
make these data comparable over time since such minor differaices w i l l 
not have much effect on the ratio of output to laboior input. The 
absolute values of output or production as presaited in Table 2 have beai 
used only in arrivingj^/the productivity indices relating to these 
industries. 

With the help of the number of mav-days worked corre^spondirg to 
the output in the industries under study, an index of labour input Ij^ ha3 
beai construcfted. The index of value added 1^^ the index of labour 
aid the index of Productivity ( Ip ) of the various industries/are given 
in labia 3. 

I t would be seen frcra the tabl* 1 .. that the price indices of 
output and input, in general, moved in the sane directicn betweai the two 
period under study. The extait of change of the two indices i s ,no*t, 
precisely of 'the sane order but-goier-ally tuey are i i t b ^ ,£tm "̂ *,®'e'aiiion 
with slight, variation in the absolute degree of diaige. In the case of 
sugar industry, the price index of output stood ^cund ^0h in "19U3 
increased to 112 in 195b dropped dowi to 93 in 1955 gradually increasing 
upt i l l the year 1958. The input price index also shows the same trend 
bein^5 116 in 19U8, ll8 in 195b, 95 in 1955 gradually increasing upt i l l 
1958. In the case of iron and steel aid also paper aid paper board both 
the series of price indices (except that of prices of input in 195b of 
paper aid paper board) show a slow and gradual but steady r i s e from 19U8 
to 1958. In the case of cotton t e x t i l e also the trend i s similar to that 
of sugar increasing betweai I9U6 and 195b and decreasing between 195b and 
1955 and thereafter increasing. In the case of jute text i les , the price 
increased betweai 19^8 and 1953 but then has been declining with slight 
fluctuations for the further period, in the case of electric fans, the 
prices increased from I9U8 to 1956 thereafter the trend i s a l i t t l e 
reversed for the next two years. In this case, the trend in output aid 
input price index are also in differ ait directions. 

For a l l CMI industries oombined,the index has again increased 
between I9U8 and 195b dropped between 195b and 1955 and thai gradually 
increased in the rest of the period. 

A l l these show the definite and suddai increase in prices during the 
early f i f t i e s due to the Koreai War aia the decline thereafter and the 
gradual increase in the last few years under study, 

Traids in ProductivitY; ^ t h the help of the price indices of output aid 
input, the current values of output ,3id input, as obtained from CfH Jlpye 
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Tab l e 2. Output, Input and Valuu added nt 1 9 P r i c e s , 
(Rs, Lakhs) 

Industries 
{ 0 ut put / in put 
\ Value added 

I 
i 19U8 1953 1955 i 

i 
1956 ! 1957 1558 

(1) i (5) 1 (3) (U) (5) 1 (6) I {•() 

Sugar 
Output 
Input 
Valued added 

6362 
l4058 
230i* 

77i;6 
5207 ' 
2539 

12721 
9090 
3631 

Ili286 
IOI4OO 
3886 

1U338 
KU51 
iil87 

13^7 
96 li; 
3983 

2. Can ait 
Output 
Input 
Value added 

727 

282 

1273 
855 
U18 

2512 
1618 
89U 

3015 
1979 
1036 

3717 
2227 
IU90 

h066 
25b 2 
156U 

3 . Paper <Sc -.Paper Board 
Output 
Input 
Value added 

13UU 
61;8 
696 

1519 
903 
616' 

2775 
1U19 
1356 

3081; 
1d22 
1U62 

3791 
22U6 
I5li5 

U288 
ali2ii 
186U 

u. Goftit&n Textiles 
Output 
Input 
Value added 

37793 
23670 
IUI23 

. 31U6 8 
18112 
13356 

U7U20 
• 2969U 

17726 

U6729 
30392 
18337 

5b276 
32163 
18113 

U5363 
29812 
15551 

Jute Textiles 
Output 
Input 
Value added 

136hO 
8568 
5b72 

10679 
7093 
3586 

12512 
8li67 
i;oU5 

15029 
8868 
6161 

12679 
8UU1 
U238 

137 5U 
9081; 
1;670 

6. Iron St Steel 
Output 
Input 
Value added 

7691 

3281 

95bli 
5517 
398U 

11556 
6528 
5b 28 

12527 ' 
6606 
^ 2 1 

12329 
6358-
5971 

12899 
6810 
6089 

7 . 
• 

Electric Fais 
Output 
Input 
Value gdded 

252 
195 

229 
173 
56 

265 
176 
89 

m 
128 
81 

3to 
215 
125 

i;02 
25i; 
lU8 

8. Al l (ML Industries, 
Output 
input 
Value added 

102323 
69767 
32556 

101783 
, 65U22 

36361 

158881 
IIIUU1 
U7U37 

168682 
IIU912 

53770 

17U298 
119232 

55366 

17113U 
117383 
53751 
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Tablc 3. Indices of Value added ( I 7 ) ; Labour ( ly ) j id Productivity ( Ip) 

Industries ! 
i 19U8 1950 I 

\ 1955 1 1956 [ 1 9 ^ ! 1956 

Sugdr 100.0 
100.0 
100.0 

110.2 
72.2 

152.6 

157.6 
105.0 
15b.1 

168.7 
115.8 -
1U5.7 

181.7 
108.9 
166.9. 

172.9 
9li.3 

l83Ji 

- Canoit 
100.0 
100.0 
100.0 

IU8.2 
128.0 
115.8 

316.5 
Iii2.8 
221.6 

367.3 
198.8 
13U.8 

528.0 
2:12.3 
2U8.7 ' 

55^.3 
217.1 
255.3 

Paper Paper Board I v 
I I 

i r 

100.0 
100.0 
100,0 

88 .5 
• 102.3 

86 .5 

I9U.8 
133.1 
1i|6.U 

210.0 
152.0 
138.2 

221.9 
176.1 
126.0 

267.6 
I8ii.1 
1U5.U 

Ootton Textiles 
100.0 
100.0 
100.0 

9b.6 
86.3 

109.6 

125.3 
108.2 
115.8 

129.S 
112.8 

115.1 

128.3 
115.8 
110,8 

110.1 
loii.o 
105.9 

Jute Textiles 
I v 
I L 
IP 

100.0 
100.0 
100.0 

70,7 
80.9 
87 .li 

79.8 
8U.1 
9U.9 

121.5 
8U.3 

.aiiii.l 

83.6 
75.6 

110.6 

92.1 
77.li 

119.0 

Iron & Steel 
100.0 
100.0 
100.0 

121.U 
100.3 
121.0 

153.3 
126,7 
121.0 

160.5 
126.3 
IU2.9 

• 182.0 
123.9 
1U6.9 

165.6 
131.3 
liiJ.U 

SlectrLc Fans 
I I 

100.0 
100.0 
100.0 

96.7 
89.u 

loS.Q 

,153.9 
87.9 

175.1 

139.^ 
77.U 

181.0 

216.7 
81.7 

265.2 

256.5 
83.1 

308.7 

All (XL Industries 
i\^ 
I p 

100.0 
100.0 
100.0 

111.7 
92.6 

120.6 

1U5.7 
n3 .U 
128.5 

165.2 
117.1 
lU l . l 

169.1 
119.6 
lUl.li 

165.1 
112.6 
m6.6 
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In the case of Sugar industry, she index of proa-^ctivity has gone Up by 
83 per cent in a period of ten ye'ars. However, this InciL -aase has not been 
uniformly spread over the period. The indox of productivity shot up from 100 
in 19U6 to 153 in 195b; than-,-slightly declined in 1955 md ',956 and again 
increased to 16? in 195? and 1d3 in 1958. In the case of Gmmt, the 
production index increased to 555 in 1958 in relation to the increase in labour 
index of 21" thereby giving the productivity index of 255 in 1958 compared to 
100 in 19l;8. I t i s interesting to notg that the productivity index steadily 
increased from 100 in 19U3 to l l 6 in 195b to 222 in 1955 and x^o 255 in 1958, 

The productivity index* in the-tap^r and Paper Be a-'-d Industry increased 
from 100 in 19U8 to 1U5 in 1958. The index in this ca.s . i s fluctuating -
decreasing to 8? in 195b again increasing to ^h6 in 1955, thereby sl ightly 
decreasing the next 2 years to retai:^ the sane level c:' 11+5 in 1958. 

Ootton Textiles i s one of the industries wtiere thore i s no considerable 
increase in productivity,' Between ,19^8 and 1955, the ^productivity index 
increased ftom 100 to 115 thereafter dSclinin.V^.to I06 2.1 1958, This slight 
increase in productivity i s probably due to the fact that £totton Textiles itodi 
i s one of the traditional industries has not undergone much tecbhcilo^ical 
changes which gives scope for increase in productivity, 

* 

In the" case ofvJute Textiles, the productivity indecx has increased only 
by 19 points over the decade. The indeix i s very much fluctuating during this 
period decreasing from 100 in I9UG to 87 in 195b, 95 in •:955, then suddenly 
shot up to ^Uk in 1956 and then declined to 119 in 1956, Df oourse. Jute 
texti les has problems of i t s own which may partly accouit for such trends in 
productivity. 

Iron and steel'industry showed a steady increase in productivity. I t 
increased from 100 in I9U8 to 121 in 19"5b, -raaained at the sane level in 1955, 
thereby increased to lUl in 1958, I f years latei* thai 1958 yere also considered^ 
the rate of increase in production and productivity would have probably been 
much more than the increases revealed here. 

In the case of electric fans, compared to a production index of 257 in 
1958, the labour index showed a decline to 83 thereby giving a productivity 
index of 309 in 1956. The productivity indeoc rose steadi"./. ' 100 in 1'U8 to 
108 in 1950, 175 in 1955 to 309 in 1958. 

Considering a l l the CMI industries combined, tĥ ^ results are encouraging* 
Compared to a producticai lncr»ase of 65 per cent in 10 years, the labour input 
has increased by about 13 per cent. The productivity index increased by about 
U7 P'-r ceit during the ten year period 1948-1958 thereby (giving ai average 
growth rate of 3.9 per cent per annum. The growth has leen steady during the 
decade increasing from 100 in 19̂ 8 to 120 in 1950^ 123 xn. 1955, 1ii1 in 1957 to 
1U7 in 195̂ 3. I t could be seen that increase in productivity has to a great 
extent helped in increasing production during the decado* In fact, when 
production index increased by 65 per cent, the index of productivity increased 
Dy as much as hi per cent. However, i t may again be pointed out that though 
measured in terms of labour input alone, this product!vii^y increase do not 
measures the efficiency of labour aliDne. There are oth^r factors responsible 
for increasing productivity, namely, technological progret^s resulting from 
innovation in pla it and machinery, chaiges in the process of organisation of 
proouction, economy of scale and more efficient rates of uti l isation of 
Capacity. 
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ESTDUTES OF BfDlGES OF DIDUSTRIAL C3iOSTH -
OJiil̂ TUl-l AND VAIIJE APPROACH 

INTRODUCTION. 

A suitably constructed index of industrial production has two fold 
ibjectives. f i r s t ly , i t helps in assessing ^.langsj in the total industrial 
output. Secondly, i t i s required tc explain the state of affairs of the 
industrial sector in the economy of a country at a particular time. 
Obviously, these indices can be constructed in several ways by studying the 
variation in the level of industr: s i output; with respect to a base yeaTe 
One way of construction of such index numbers i s to find the level of 
production in the country at a suitable time. I t may, however, be ranembered 
that thaseindex ntonbers throw light on the changes in the quantum of physical 
production an<l not in terms of value. I f the variation in the value of 
industrial output i s to be studied, data about the ' i l ue of the industrial 
output have to be used for th*; prupcses of constructing such index niimbcrso 
For study of the type undertaken here, >riiat i s required i s an annual data 
on a.uniform basis, on the quantity of important products and by-products 
of each industry and their respective values. The Directorate Cloneral of 
Technical Developiait, Ministry of Industry and Supply collects information 
on the quantum of production of a large number of selected commodities, 
and based on these data the Industrial Statistics Wing ( I . S - Irfing) of the 
Central Statist ical Organisation (C33) prepare the index of industrial 
production at the a l l India level . Though a l l these data are available with 
very l i t t l e time lag, details of value of production are not available and 
as such these data are not readily useful for the presoit study.. The 
Industrial Census Reports, however, based on these data collected regularly 
through the annual industrial aiqutries give some useful information 
required for the study. Accordingly, an attsnpt has been made in this 
Paper to examine these industrial census data from the point of view of 
their usefulness for evolving the methodology as also constinicting the two 
series of industrial growth both by quantum and value approach. The series, 
henceforth, would be called as index of industrial production and output 
index respectively. For a> appraisal of the various industriai enquiries 
aid the limitations under wtiich the study has been undertaken, a brief 
description of these annual industrial censuses along with their soope-«id. -
coverage w i l l not be out of place at this F+age, 

Census of Ksnuf acturing IndustrxfiS; 

From ^9k6 to 1956, the Census of Manufacturing Industries (CICE) was 
conducted annually on a statutory basis, under the provisions of Industrial 
Statistics Act, I9U2 and the CMI Rules 19U5 made thereunder. The CMI 
covered only factories registered under section 2(jJ of the Factories Act, 
I93U namely factories employing 20 or more workers on any day with the aid 
of power. Moreover, i t was confined to the f i r s t 29 of the 63 groups intc 
whicii the entire f i e ld of rasnuf acturing sector was classifiedo The 
censuses for the years 1957 and 1958 were condut^ed on a vDlun"o;,ry basis -jtj 
the Industrial Statistics Act was .repealed with the enforcoaeao of tho 
Collection of Statistics Act, 1953. 

Sanple Survey of Maiufacturing Industriess 

A Sanple Survey of Manufacturing Industries {SSKI) wfs conducted 
by the National Sanple Survey covering a l l the 63 industrial gronpb wL'̂ h '^^.e 
exception of ordnance factories and Railway Vforfc^iopB.It covered e l l the 
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factories registered under Section 2mi±} aid 2m(ii) of the Factories Act, 
19i;8 i . e , the factories anploying 10 or more workers on any working day, i f 
using power, and employing 20 or more workers, i f not using power. The 
classified l i s t of factories registered undaa.- Section 2m(i) and 2m(ii) of 
the Indiai, Factories Act, 19U3 maintained by the Oiief Inspector of 
Factories in t h e dif ferait States of India formed t h e basis for th'3 sanpling 
frame adopted for ohe survey. The ollocation among the 6l industries (and 
their subgroups) has beai proportioned to the product of tha total number 
of workers and standard deviation of output per iirorker (obtained from the 
results of earliei- surveys), l^l ike CMI, the SSMI givcj a blown up estimate 
for the entire population. Both CM and SSMI provide data for t h e calendar 
years, except in th>^ case of sugar industry for whi<^ year ending 30th June 
i s adopted, 

Annual Survey of Induatriaa; 

The Caisus and Sample Surveys from the year '1959 are being conducted 
on a unified basis designated as t h e Annuel Survey of i^ndustries (ASI) under 
the Collection of Statistics Act, 1953, In this survey, a l l factories 
registered under Section 2m(i) and 2m(ii) of the Factori.es Act., I9U8 are 
covered. Data, however, are not collected from the Defence Inst.-llations, 
factories enga^sd in storage and distri>^ution of o i l and technical training 
institutions not producing anything for sale or exchange, even though these 
were registered under the Factories Ac t , '19U8. VJithin this coverage, a l l 
factories employing Sb or more workers i f using power, and 100 or more 
workers i f not using power are covered on complete aiLMeration basis and 
i s knom as the census sector of ASI. A l l other factories not covered in 
uhe census sector i , e , the factories employing 10 to l;9 wrkers and using 
power, aid 20 to 99 workers, i f not using power, are covered on the 
probability sample basis and comprise the Sample Sector of ASI. 

Scoj)6 and coverage; 

As may be oeen from the above brief description o f the various 
industrial enquxrxos^ there have been differences in scope and coverage of 
the various censuceE.. bet^ides, the method of presaitation of industrial data 
in the various Ge*i£i:is RRports have also been different^ j?or example, in the 
S3tl Report, which covei e*,: the entire manufacturing sector, and could be 
useful matei*ial f o r '."ho present study, unlike the Census Sector Reports, 
only the tc^O vsluo of t h e products aid by-producis, and that too in respect 
of a feiv industirr'.es i s given. Same i s the case with ASI Ssfnple Sector 
Reports. Iri t-ie circumstances explained above, the study had therefore 
to be rostricted to the (KI only. 

Method of Construction of the Indices of Industrial Growthj 

(a) Selection of Itaas. 

The CMI reports ihich provide Me main ,.:atorial fo--* the present 
w>ric give information on ( i ) quantity as ai^3o values of important products 
and by-products and ( i i ) only values of the othai' products. As mssay commo
dities as possible and for which infor.iation on both o'apntity and value of 
production was available have bean tac JU for t h e coiiatruction of these 
saries, the aim being the maximum posiibla jovorage c f the industry's 
prc'ducyS and by-products. 

http://Factori.es


(b) iSioice of the Base Year, 

The calendar year 19^0 has been,choseri as the base year. The 
main consideration for selecting this as the base year was that by the year 
1^5b, the CMI coverage had extended to-the entire country, - Besides 195b i s 
the year immediately'pfeceding the Planning 3ra, 

(c) Weights. 

li) lodufltia:: i ^ve l 

For arri-ying at the index of industrial production as also 
output index for each industry, output values of the selected 
commodities in the base year have beaa tsken as the weights, 

( i i ) Bxtire Manufacturing Sector, 

For constructing t^e indices for the entire manufacturing 
sector, the value added by manufacture by the industries in 
the base year ware taken as the w a i s t s , 

('d) Norweaponse, 

Although the data are collected on a statutory basis, there is 
SOTie nor>-response. This has also been taken care of by multiplying the indiof*.-? 
with the correction factor /^l-^ where and A ^ a r e the response per
centages in the base and the durrent years respectively, 

(e) Construction of the Index, 

I , Index of Industrial Production, 

The index in both the cases for each industry and for the State 
as a rf^ole, i s the weighted anth^etic mean calculated as under: 

( i ) Industry Levels 

Let the suffixes ' i * and > j ' denote the I t h ' industry and the 
' j th ' product in the ' i th ' industry and the suffixes 'o» and 
'n ' xhe base year and the current year respectively. Then-febe 
index: i s given by ^ r ^ 

y % A } . i s the,index,of industrial production for the ' i th ' 
" i n d u s t r y , 2 ? / being the value of the ' j th ' 

oomraodity in the base y e a r , ^ / ^PTK ^re quantities of the 
»Jth' commodity in the base year and curr«it year respective37., 

( i i ) a i t i re Manufacturing Sector, 

* e r e I i i s the indeoc of industrial production in the -ith' 
industry and the value added by manufacture In the 'ith» 
industry. The indices of industrial production thus arrived 
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I I * Output Indgg Number. 

For the purpose of construction of sudi a series what i s required 
i s Gross output in each industry and then arriving at a combined 
index of output for the entire maiufacbixrtng sector. In an ideal 
situation where the price structure remains constait throughout, 
the aeries of ainual figures of value of output would automatically 
yie ld the corresponding series^indices of output for each industry, 
m the practical situation, however, the annual series of indices 
tf output values could s t i l l yield output indices i f a device 
could be evolved to correct the output values for price chaiges. 
In other words, the series of annual output in each.industry 
deflated by the corresponding ainual series of indices of prices 
of, at least, importait products of the industry w)uld y ie ld a 
series of industrial output for that industry^ Accordingly, the 
price index has bem compiled from the CMI data themselves so that 
the deflating factors become orgaiic with the systan of the same 
industrial aiquiry. Details of the method of arriving at the price 
indices as also indices of output from the census data are 
discussed in the following paragraphs. 

Arriving at Price Indices, 

After selecting the commodities ;rtiich covered large proportion of 
the gross output aid vhai both quantities and values are givai, 
unit price was calculated for each commodity in each of the 
industry for a l l the years from 19U6 to 1958, And thai with 195t) 
as base, price relatives for each of the commodities were 
obtained. The price index for each of the industry, computed 
specially for this study, i s the Laspyre^ s Index aid this can be 
expressed mathematica3-ly as under; 

Let the suffixes »it and t j» daiote the ^ jth' commodity in the 
»ithi industry and the suffixes ^o^ and 'n^ the base year (195b) 
aid a current year refpectively. Thai price of ^ jth* commodity 
in the ' i th ' industry in the base year would be given by 

i s the value of the *Jth' pro duct/by-pro duct in the ' ith» industiry 
in the base year. Using similar notations, we wî LJ have the 
prices in the current year given by_ 2^ ^ 

Laspyre's price index i s then constructed by using the formula 

Arriving at the Output Index, 

The index in both the cases i , e , for each industry and for^the 
a i t i re maiufacturing sector i s the weighted arithmetic mean 
calculated as under: 



Table (2) indices of output 
1950 = 100 

INDUSTRY VALUE JLODISD 
BY MANUFACTURE I9i;6 19U7 19U8 19U9 19 5o 19 5l 1952 1953 19 5U 1955 1956 1 9 ^ 1958 

WHEAT FIOUR 12811 
RICE MILLING 2ii097 
BISOIIT MJiKING 22199 
FHUIT AND VEGETABLE 
PROCESSING ii36i; 
SUGAR ' 237870 
DISTILLHaSS m BREWARIBS 9366 
SffARCH 1668 
(a) VEGETABLE OILS ) 
(b) EDIBLE HYDT'OGaJATSD ) 6U728 

OILS ) 
P;aNTS mQ VARNISHES 20i;65 
SOAP 36231 
TANWHIG I55l6 
Cl^MiT 5U8II 
GLASS t„lD GLASS WARE 16052 
CERAMICS 21137 
i'i.r/COD AND TSACHEffTS 60U9 
PAPEil AND PAPSl BOARD U9180 
MATCHES 315^9 
CDTTON TEXTILES 10U3190 
WDOLLEK TEXTILES U2630 
JUTE TSJCTILES Uil828 
CHHCtCALS 96963 
ALUMINIUM, COPPER AND BRASS 61273 
IRON AND STEEL 252126 
BICYCLES 9358 
SEWtNG M;ICHINES i+685 
ELECTRIC LAMPS 38i;U 
ELECTRIC FANS 11851 
G^EtiAL mtmSWm 2U lli27 

7 9 U 8 . 8 /y.jj yu.o 100.0 yo.o ^d^z lu.y lUJ.l lOU.U 2id,i> 
1i;3.2 117.0 105.6 112.0 100.0 89.1 9^.5 95,1; 1U1.7 162.2 16^.7 
li2.7 U3.3 58.0 67<0 100.0 99.6 101.3 lOO.ii 99.7 88.3 113.6 

26.2 23.2 6lt«1 58.1 100.0 98.8 61.9 71.9 72.8 69.9 9U.0 
75.1 80.0 75.5 100.U 100.0 115.1 101.5 77.U 138.3 1ti1,9 153.5 

IOU.2 90.2 65.7 85.5 100.0 l l l .U 107.0 95,2 95.8 12U.3 118.3 
58.7 ii7.1 125.6 9h*2 100.0 218.2 170.I 320.8 602.2 673.2 917.9 

79.3 9U.0 100.0 98.8 92.2 113.7 1U3.1 iSli.ti 218.5 269.2 237.8 

137I9 IU0I7 

101.9 110.5 
150.7 1 58.6 
lUli.6 150.U 
95ii.6 10UU.0 

88.U 82.6 86.1 105.0 100.0 IO6.7 110.5 102.2 122.6 I69.ii 158.6 170.1 151.5 

98.0 
79.9 
80.7 
U5,9 
h9-3 
29.8 
51.2 

Vh^o 
85.1 
96,7 

112.7 103.5 iao.U 100.0 135.1 126.3 121.6 to.U I5b.9 170.7 
77.2 100.3-103.2 100.0 123.0 131.1 108.5 122.7 lUii.O 135.2 
92.U 
ii7.5 
65.5 
U5.0 
56.0 
93.8 
9U.7 
89.7 

92.2 
58.3 
71.8 
71.6 
96.7 

102.5 
100.U 
105.U 

127.5 11U.8 

93.U 
100.0 
T3.9 

100.0 
100.0 
100.0 7U.0 

127.8 I2U.5 126.0 109.1 100.0 
62.7 95.6 96.5 

77.9 
86.3 
i5o.8 
70.1; 
^ . 9 
6U.6 
61.2 

^ . 5 
82.7 
36.8 
13.3 
39 .5 
51.2 
78.1 

76.7 
101.9 
U9.3 
22.7 
khmh 
52.1; 
75.2 

36„2 100.0 109.3 95.0 106,5 116.3 137.3 168.6 
72.0 100.0 133.5 i5b.6 15b.9 185.6 195.9 227.1 
80.7 100.0 89.7 a?.6 105.1 105-3 138.0 153.1; 
79.7 100„0 100,2 98.I; 112.7 107.2 111.5 122.5 
89.8 1C0.0 118.1; l58 . 2 1 29,7 165.8 279 . 6 259.8 
98.2 i00.0 130.1 lU3.il 135.8 IU7.U 172.5 206,2 

120^9 131.0 116.2 110.9 119.1 117.6 
101.0 113,5 116.0 126.5 132.8 137.7 
89.6 86.3 10l;.7 110 .5 128,5 153-8 

ioli.7 116.8 109.0 113.6 122.5 137.1 
78.7 100.0 123.8 128.1; 200.9 214;.6 29l;.0 338.9 
80.1 100.0 85.1 7l;.0 82.7 122,2 ti;3.5 l56.2 
95.3 100.0 101.8 108.8 109.2 100.6 112.1; 11I;.2 
8ii.0 100.0 119.0 167.0 2U1;.1 305.9 395.7 519-2 
87.6 100.0 li;2.8 165.3 212,5 269.0 395.0 765.1 1261.1 17^5.0 
82.9 100.0 102.2 ll;3.5 M . O I67.9 192.6 250.0 U70.7 ^ . 2 
51;.U 100.0 77.1 Sf.H §^7 8U.9 80.I 123.7 167.2 
95.3 100.0 103.2 119.3 122.9 152.7 191.3 228.6 293.1; 332.0 

165.1 
130.8 
I60.3 
263.3 
171.0 
131;.5 
232.7 
«i;6.6 
120.1; 
l5b.1 
12i;.8 
128.8 
385.2 
165.7 
1li;.5 
710.9 

ALL IKDUSTTRIES E839286 92,1 92.2 97.8 97.9 100.0 105.5 112.2 1ll;.3 130.7 1U5.3 l58,8 172.9 18U.9 
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1952 106.U 107.5 103.6 
1953 1C8,3 -.IOU.2 105.6 

19 5U 123.9 119.2 • ''12.9 
1955 137.7 , 128.9 122.U 
1956 I5b,5 1U3.5 132.6 
1957 163.9 151;.6 137.3 
1958 17^.3 162.0 139,7 

As may'be seoi from the above table, the o f f ic ia l index of Industrial 
production seansto be underestimating the industrial growth;, this being 
139.7 in the year 1958 as compared to 1 6 2 . 0 , and 175.3 of the estimated 
indices of industrial production and industrial output respectively. 
Besides, in a l l the years under study, the index of industrial output 
stood higher than that of index of industrial production, both o f f i c ia l 
aid as "estimated in the study. Detailed industrywise comparison of thfe 
three saries may> .however, be seai in the Appenc^x* 

1 comparison of these saries with o f f i c ia l index of yidustii.al 
production, i t i s f e l t , may also be quite useful and as such the three 
series for the a it i re m^ufacturing sector are presaited in Table k below. 

Table h : sgriMATBS of indices of industrial growth 

*Bstse shifted 
IJ^Ta 100 

PgaoD SERIES 

INDICES OF INDUSTRIAL 



1952 
1953 
1952; 
1955 
1956 
1957 
1958 

1952 
1953 
1951; 

1956 
195? 
1958 

1952 
1953 
19 5i; 

1956 
1957 
1958 

1952 
1953 
1951; 

1956 
1957 
1958 

of Industrial . 
j^oductjcm 

1951 ct 100 

Production 

1. mm yiDtm 

87.5 
93.3 

120.0-
167.9 
202.1 
263.0 

2i _5aGAR 

38.5 
67.1; 

121.6 
12i;.2 
13lj.1 
13:.li 
137.6 

93.3 
11.51 

1i;ii.8 
186.6 
221.2 
272.5 
2to.7 

88.2 
67.3 

120.2 
123.3 
133.1; 
130.9 
137.8 

3 . - JKGSTABLE QTT.q 

101,6 

m.o 
157.1 
Il;9.9 
1«^1 
138,9 

103.6 

nlt.9 
158.8 
148,6 

l2.0 

PAIHTS AND V^P«T?fF^ 

92,5 
88,2 

101,1; 
108,0 
118,9 
112.8 
138.5 

93.5 
90.0 

103.9 
111.7 
126.1; 
122.2 
1^9.0 

105.5 
^9.6 
91.1 

100.7 
110.7 
il;9.5 

134.0 
115.8 
97.4 

143.0 
166.5 
185.5 
175.6 

110.7 
111.2 
133.9 
151.3 
148,3 
174.9 
171.3 

96.1 
95.7 

109.9 
116.6 
124.2 
126.2 
143,3 
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1952 
1953 
19 5U 
1955 
1956 
195? 
1958 

1952 
1953 
19 5U 
1955 
19 5S 
195? 
1958 

1952 
1953 
19 5U 
1955 
1956 
1957 
1958 

1952 
1953 
19 5U 
1955 
1956 
195? 
1958 

1952 
1953 
19 5U 
1955 
1956 
195? 
1958 

5. 30AP 

loU.o 
96.6 

109.4 
127.9 
119.2 
115.6 
lUl .2 

106,0 
88.2-
99.8 
117.1 
109.9 
106.3 

„129v8 

6^ TAHMING 

82.7 . 

109.^ 
131.2 
165.4 
138.7 
127.2 

7, cmsMT 

112.9 
119.3 
138.6 
•46.1 
168,9 
195.3 
ai9.8 

125.6 
154.3 
1U6.7 
123.9 

112.8 
113.0 
139.0 
146.7 
170.1 
197.2 
222.$' 

ft, r̂ T.A.qfi flJD GLASSWjtflE 

104.4 
117.6 
114.9 
148.0 
170.8 
182.1 
253.0 

9L, gsumigs 

103i1 
130.1 
125.6 
133.1 
160.0 
188.3 
230.8 

97.7 
117.2 
117.4 
153.9 
376.6 
190.6 
247.5 

' P 8 . 2 
112.5 
107.0 
111.3 
122.3 
134.2 
I6I.4 

103.5 
98.5 

105.5 
118.7 
132-1 
133.8 
148.0 

82.4 

89-5 
93.9 
93.8 

106.3 

110.7 
118.3 
137.6 
l4o.4 
154.2 
175.3 
169.9 

93.1 
88.1 

107.4 
127.8 
148.7 
162.3 
196c3 

105.7^ 
107.6 
117.6 
127.5 
156.1 
174.0 
208.5 
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_APFajDIX {Qpntd,^ 

10-.PLYW)0D jiND TEAOfESTS 

9̂52 103.2 133.6 127 8 

^09-^ 1̂ 40.0 109.8 
o f 112.9 236.1 1 ^ 0 

1 9 ^ 196.5 178 .5 
^95S 165.1 195.9 176.7 

11« JiND PAPEii BOARS (-IN CUIDIMG STRAW BOARDS 

1952 119.1 
110.2 I0li.2 

Ti f^ti 
^^2.5 113,3 117.7 

o i 133,2 132.6 . £ 2 
• 158,5 li;6.6 

195? 220,3 189.6 189 3 
2li;.9 2U3;i. ^ ]9i:8 

12, CDTTOK TKXTILES - SFINmNQ AND WEAVING 

952 117.0 109.1; 
953 11U,2 11i;.9 

131.7 125.2 

1^2.U 136.3 
19? 1S ' .2 1it8.6 
19^ 1^,5 1ll3:6 

13. JUTE TEXTILES 

1952 112.0 111,6 
1951 10U.6 lOii.1 
93^ 108,0 108,5 

19g 116.9 117.0 
1 9 ^ 127-2 131.0 
9 g 119.U 123.0 

1958 131,8 13l;.9 

lii. QiMCALS 

1952 78.0 103.7 
1953 90,5 62 3 

19^. 133:3 97,6 iC^'l ]li l''^^ ^^-^ l ^ ' o 
3ii1.0 273.7 171.1 

' ' ' ' ' ^Q13 1958 li19.U 373.7 20.6*2 

102.3 
109.1 
110.9 
111.9 
117.5 
115.6 
108,9 

107.6 
101.1 
107.3 
118.0 
127.3 
120.5 
123.9 

117.9 
130.0 



1958 

1952 
19 5» 
19 54 

12 t -

1 5 . ALUmilUM, mPPBR AND BRASS 

19=^2 75.1 8'?*0 
953 fes.O ? 7 . 2 35.2 

ili ]ltl 
^955 195 .2 168.6 
1956- 200.0 193.6 
1 9 ^ 2 ^ - ? 6615 1958 270.U 227.8 W * ^ 

16, IRON AMD grssii 

1952 102.1 106.9 102 2 
1953 100.2 107.3 y^-i 

1955 77.0 110.U 113-3 
l a i : , TUls 112.2 119.U 

6 8 3 1 1 2 .5 119.3 
116.1 120.2 119 .1 

17. BICTCLBS 

157.0 1I10.3 172.!+ 

2 3 1 . 8 ^ i - - " lll'l 
283.8 2??.1 325.8 

95^ 358.0 332.5 ^29.8 
9 ! U6U:5 ^^36.3 58 .0 

1957 630.0 597.U 6 9 I . 8 
1956 737 .U 709.3 798.6 

1 8 . SEWIHG MACHIHEa 

I Q O 115.1 ; 12U.0 1 1 2 . 6 

l'953 Si 1 * . ^ Xk 
19^1, 187.7 201.7 180-4 
1955 273:U 296.2 22 . 2 
1956 339.1 573.8 ^ 3 . 3 
19?? U75.2 9U5.8 376.7 
1958 626.1 1293.7 U61.5 

1 9 . ELECaiRIC LAKPS 

1952 132.5 itowU 13U,5 
1953 131.5 1 to .9 .26=7 
195U 151.5 16U.3 1^8.7 
95^ l l r 6 188,5 156.2 

1956 235.9 2l4l;e5 198.0 
1 9 ^ UIO.O U60.6 213.6 
1958 321 .2 336.8 I96.U 
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0 ) t C^) I (3) > HIT-

ao, ELSCCRIC FjttJS 

1952 97.i4 97.2 92,0 
1953 105.1 105.2 9U.0 
195U 72,lt 72.2 112,U 
1955 109.6 110,1 132,8 
1956 101,3 103.9 1^.5 
1957 152.7 160.U 2i;6.9 
1958 205.9 216.9 299.1 

21. GjNgJAL JiND SLSCTRICAL MCaHEHKlHG 

1952 ^ 115.6 92.8 
^53 ^ 119.1 108.9 
I9g!, - 1U8,0 151.9 
1955 ^ 185.U 183.3 
I9g - 221,5 228.1 
19^ 28U.3 2U1.3 
1958 - 321.7 25U.1 

22, AJLL INDUSTRIES 

1952 107.5 106.i4 103.6 
1953 10li.2 108.3 105.6 
19gi 119.2 123.9 112.9 
1955 128,9 137.7 122.U 
I9g Iii3.5 I5b,6 132.6 
1957 15U.6 163.9 137.3 
1958 162.0 175.3 139.7 
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REGIONAL INDTC3S CF INDi:STRT.\I OUTPUT JlND OUTPUT 
PRIC3S - A SrUiff FBOV GEMSUS OF PHODUCTIOK DATA 

K.C. Taneja ai'i Behgl 

India I s a country of oontinenttl proportion with many regions 
large and small. I t would, therefore, te necessary to resort to detailed 
microplanning of development at the regional level to achieve an optimum 
rate of economic growth consistent with the numan aid other resources of 
the constituait regions of India, Sinca the administration of the States 
are aitrusted with formniation, atecution and evaluation of Plans at 
regional levels, i t i s desirable^ rather- essait ial to have estimates of 
industrial production at tha State level as well as at the A l l India level* 
Besides, the demaid of such indices i s being increasingly felt for arriving 
at the State income estiinete — ai indicator of regianal developmait. 
Accordingly, an attempt has beai made in this paper to arrive at such 
estimates. This attanpt, so far as the authors* kr^owledge goes, i s the 
f i rst of i t s kind in this f i e ld aid i t i s hoped that this study would be of 
interest to a l l research workers aigaged in estljraating income both at 
national and regicaial levels. 

The Directorate Gaieral. of Technical Developtient (D.G.T.D.) collects 
monthly information on the quantum of production of a large number of 
selected commodities aid these are publ i^ed in the ^^Monthly Statistics of 
the Production of selected Industries of India" issued every month by the 
Industrial Statistics Wing ( I . S Vfing) of the Caitral Statistical Organisa
tion. Based on these data, the I .S. Wing i s also preparing the index of 
industrial production at the a l l India level with 19^ as base aid p u b l i c 
i t in the above mentioned monthly pub-licatioriv But lade of data on 
jffoduction of various importsit oommodities at the State level as collected 
by the D.G.T.D, seriously inhibits ^reparation of State indices of 
industrial production based, on that data- The Caisus of Manufacturing 
Industries, however, give some State-wise information from which i t has 
beai possible to build up State-wise indices •>:' output for studying regional 
di f ferait ia ls in industrial growth. For -ohe present study, therefore, the 
data of the industrial censuses have been tapped for constructing the 
indices of industrial output at .the State level by studying the changes In 
each of the Industry in the State, snd arriving at a combined index of 
industrial output for the whole State. For sn appraisal of the various 
Industrial enquiries and the limitations under v.hich the stuc^ has been 
undert'akai, a brief description of these ainual industrial censuses, 
alongwlth thedr scope and coverage i s glvai below:-

. From I9U6 to 1956, the census of Maiufacturing Industries ( CM . I . ) 
was conducted ainually on a statutory basis, under the provisions of 
Ihdustii.al Statistics Act, 19lt2 aid the CMI Rules 19^5 made thereunder. 
The G.M.I, covered only factories registered under Section 2 j of the 
Factories Act, ^93h, nanely factories anploying 20 or more workers OTI aiy 
day with the aid o f power. Moreovtar i t was confined to the f i r s t 29 of 63 
groups into \Aidi the ait ire f i e ld of industries was classified. The 
censuses for the years 19̂ 7 aid 1958 were conducted on a voluntary basis, 
as the Industrial Statistics Act was repealed with the enforcatioit of the 
collection o f Statistics Act, 1953. 

The authors acknowledge with gratitude the valuable suggestions made by 
Sarvashri K.N. Sirinivasai aid M.N. Kapur, 
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A Sanple Survey of Maiufacbiirlng Industries wis conducted'by the 
National Sample Survey oovertng a l l the 6 3 industrial -groups vdltH the 
SKceptton of orchfince factories aid Railway Mbrkshopo. I t a)vered a l l 
the factories registered under Section 2 m ( i ) aid 2 ir. ( i i ) of the 
Factories Act ^9hQ i . e . the factories employing 10 or more woricers on 
aiy working day i f using power, aid anploying 20 or more workers i f not 
using power. The classified l i st of factories regis-a^ed under Soctions 
2 ra(i) and 2 m ( i i ) of the Indiai Factories Act, 19U8 iralntained by the 
CJiief Instpector of Factoii.es in the different States in India, formed the 
basis for the sanpHng frane adopted for the survey. The allocatlcai anong 
the 61 industries (a id their sub-groups) has been proportional to the 
product of the total number of workers and standard deviation, of cutjjut per 
worker (obtained from the results of earlier surveys). Ifelike CKL the 
S3MI gives a blovn up estimates for the entire p^t>ulation. Both CM -and 
SSMI provide data for the calender years, except in the case of sugar 
industry for which year ending 30th June i s adopted, 

Tho caisus aid sample surveys from the year 1959 are betiig 
conciicted on a unified basis designated as the Aanual-Survey of Indus
tr ies (ASI) under the collection of Statistics ACt 1953. In this survey 
a l l factoaries registered under Section 2 m(i) aid 2 m ( i i ) of the 
Factories Act, 19li8 are covered. Data, however, are not oollected from 
the Defaice Installations/actories aigaged in storage and distribution of 
o i l aid technical training institutes not prt>ducing- anything for sale or 
fflcchange, even though these were registered under the Factories Actr,19li8» 
Within this coverage, a l l factories anploylng on cfi average 5b or more 
workers i f using power, or 100 or jnore workers i f not using power are 
covered on complete oiumeration basis and i s knowi as the census sector 
of the A,S,I . Al l other factories not covered in the census sector l . e , 
the factories onploying 10 to h9 workers and usin.g pt-wer or 30 to 99 
workers aid not using power are covered on the probability sanpl^ Jaasis 
aid comprise the sanple sector of the A,S,I* 

As may be seen from the above br ief description of the various 
Industrial enquiries, there have been differences In scope and coverage of 
the various Industrial cansuses. Besides, the methoĉ  of presaitation of 
data In the various census Reports have also been dif ferait . For exanple, 
in the reports of S a n ^ * i ^ covered the entire raanufacturing sector. 
State-wise and industry-wise break-up, which could have been a useftil 
material for the present study, was not available prior to 1958, In the 
drcumstaicea explained above the study had, therefore, to be restricted 
to the CKT only, and also oould not be extende^^ /the pre 1956 period 
because of so maiy difficulties arisliig out of the rciorg^ilsatlon of 
States ifi 1956 aid before. The artudy, therefore, at present ha's a 
limited soope and can be treated as exploratory aid importan.t/froni Tihe 
methodological point of view* 

For the purpose of the present study, what i s requireid Id Gross 
output in each Industry and then aribdng at a combined indax of output 
for the whole State, m an ideal situation where the price structure 

-ranains oonstanlj^ the series of annual figures of value of output would 
automatically yield tha oorreapondLng series of indices of output for 
each industry. In the practial situation o r changing prices, however, 
the ainual series of output values could s t i l l yield" otltput indl.ces i f 
a devic^evolved to correct the output values for pid.ce chaiges. In other 
wor^s, the series of ainual output in each industry deflated by the 
corresponding ainual series of indices of prices of, at least, Ir^portant 
products of the industry would yield a series of industrial oSitput for 
industry. Details of the method of arriving at the price t^-lices ns also in^lC' 

http://Factoii.es
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Informaition on the following aapecrts in respect of e a ^ industry 
are available trom the CMI reports: 

i) quantity and also values of important products 
ii ) only values of the other products and not the quantity thereof. 

The price index has been compiled from thi^ GMI data'thanselve.'s so 
that the deflating factor becomes org-anic with the system of the same 
industrial oiquiry. The index has bsen compiled for each industry by 
deflating the value of the output of the industry reiUtive to the base year 
by the above mentioned price index ^s described in detail later for the, 
industries. Th© combined index for" a l l the industries in a State has beai 
Calculated as a simple wei^ted average of indioes of output of the 
dLfferait industries* The weights'have beai taken, in proportion to the, 
value added by maiufacture of the respective industries for ^9S6^ wiiich 
has beeh taken as the base for the index. 

The price index for each industry has been compiled as the 
Laspyre*s Index, The method adopted thus i s equivalent to computing 
Pasches' ^ a i t i t y jjidex. This would be obvious from the followingt 

liSt the suffixes- and i ji daiote the j th commodity in tha 
*i th* industry and the sufilxes^^oJ and 'n' the base year 1956 and a 
curretlt year respectively* Then price of'tho j ih commodity in the i th • 

lai'dustry in ^ h r b a s t jrear would b^ g T S m . b y / ^ / ' ^ --V^*/ i^fi,^^ 1/ 

is the value of the ;5 th product in the base ytfar arid ^ « » * ^ 
is the q^iaitity of j th' product/by-product in the ith industry in the 
base year. Using similar notations,'we will.have-the prices of the 
current year givai by ^ _ i/^J^- . LASPY2i»3 price index is 

tfc«B constructed by using the foBaula 2^ /̂ ?JK: ̂ ^Jy S/A '^^d ^ 

the value of output relative to the base jrear JL^py^ {/y^ ^ ^ 

when deflated by the price index gives 

which i s Pasche*s quaitity index.- The indices of output thus arrived W f-^ 
for each industry in the State and combined,index of output for a l l 
industries for the State are given iii tlie-jpages that follow. 



Table 1 ; Regional Indices cf output 

(1956 - 100) 

Ne(t value Percentage Indices of output 
State added by to total 19?- 195a' ' " 

manufacture 
In 1956 
(»000 Rs.) 

1* jbndhra Pradesh 105528 2,2 I06.U VI2 .9 
2m Assam 16666 O.I4 93.1 7 6 . ^ 
3 . Bihar 539161 • 11 .5 100*6 103-7 

U* Bombay 1712803 36,5 106.8 115.9 
(Gujarat & Maharashtra) 

5.. Kerala 59206 a .3 100.7 . ' 116,0 

6, Madliya Pradesh 36296 0,8 • 252.1 190.6 

7. Madras .370076 7.9 115.9 I I I . 4 
3 . Orissa 39757 0.9 116.7 125.6 
9, Punjab 92799 2,0 113.0 mi . 6 

•10, Rajasthan 310U2 0.7 IOU.5 106.U 
11 , Uttar Pradesh 310292 7.2 103-8 101.8 
12, West Bengal 1122215 23.9 115.U 135,5 
13. DeOhi 90036 1.9 i20.ii :120.5 
1U, Others 131532 2.8 - M t -

Total U687369 100,0 108.9 1l6,i| 

As would be expected, the heavy concentration of industries i s noticed 
in Bombay aid West Baigal* The different rates of the progress in 
industrial production^influenced to a great oxtait by the level of 
industrialisation already achieved In a State. Even then the progress 
observed in West Baigal i s quite substaitial i . e . a rate of 17.5 per cait 
per annum. The ainual rate of Increase in production i s very h i ^ In 
Madhya Pradesh i , e , about U5 per cent in 1958 as compared to 1956, the 
base year. For some of the importait industries detailed region-wise 
Indices of output have beai presaited in Appaidlx I , 

Another feature whi»h has emerged out of the prssait study i s 
a new series of price indices Wiich can be oonstrjcted from the census 
of production data. I»ack of priee series data san.ouslj.irJiiitrts ^ e 
estimation of income at regional levels* The C.M.I, Reports usefully 
provide the data on quaitity as well as their respective values for a 
large number of commodities produced as also consumed in each of the 
industry, aid this cai be gainfully tapped for building up the price 
saries, Tabile 2 t^ifOip^ the Stdt&*wise indices of Industrial outout price! 
worked out as stated earl ier , aic^wmbined index for a l l India 
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Table 2 t Regional jjidlces of output prices 

(1956 m 100) 

State Indices of output prices 
1957 19̂ 5 

1. Andhra Pradesh 109-2 W 3 
2. Assan 114^8 112,3 
3. Bihar 102,1 97-9 
U. Bombay (Gujarat & Maharashtra) 100.6 102.3 
5. Kerala 106.5 llOcO 
6. Madhya Pradesh llU .5 109.i; 
7. Madras 100.0 100,3 
8. Orissa 103.U 99.7 
9. Punjab 105.0 110.9 

10. Rajasthai 10li.9 103.5 
11. Uttar Pradesh 103.U 103.9 
12. West BoigaJ lOlî O 102.5 
13. Delhi 99.5 99.6 

Al l India 103.7 IOU.3 

Region»wise as also indtistry-wls© indices of output aid output 
prices have been presaited in Appaidix I I , 

i ) Prior to 1958, industry-wise information for the States i s 
not available in the S,S.M.I. Reports aid as such the study had to 
be restricted only to C.M.I, data. 

• i i ) For states l ike Assaij, Orissa, Rajasthai, Kerala, etc, due to 
the secrecy clause in the r e l e v ^ t Acts in most of the cases, the 
factories Iteiflfe^/loss than two incortainindustries for these states were 
clubbed together with the factories of other states aid as such separate 
indices for these industries in the State cxDuld not be worked out. 

In conclusion this may be stated that in spite of the 
limitations, this study makes ai attempt to use the caisus of production 
data for oonstrujting the output indices both at regional and a l l India 
level. It i s fe l t that with the continuation of ASI in the presait form 
aid with the base year of the o f f i c i a l index of industrial production 
being shortly shifted ^om 1956 to i960, the limitation from which the 
presait study suffers *>uld cease to be there and a series of industrial 
output as also output prices from the census of production data on a 
continuing basis w>uld be available. 
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APPENDIX I 
Region-wlse.Inclices of Output for "a few Uid^ij^Udeg-

1956 =• 100 

State 

Net value 
added by 
manufacture 
in 1956 
{»000 Rs.) . 

Percengage 
to wotal Indices of output 

SUGAR 

1. Andhra Pradesh 30716 TO.O 106,8 92.8 
2. Bihar U0737 13.3 89 .5 97.9 
3. Bombay (Qujarat 

1U1.5 St Maharashtra) 58900 • 19.2 1U1.5 173Ji 
U. Madras 20i*52 .6.7 loU.U 116,1 
5. Hajasthai 1953 0.6 76.3 53,5 
6 . Uttar Pradesh 132186 U3.2 •88.6 82.3 

2dh9h6 93.0 ?9.2 103.1; 
Al3-.IXidii (306293) 

93.0 ?9.2 

CbUAMICS 

1. Andhra Pradesh 735 2.0 121 .5 I65i6 
2c Bihar ' 1k20k 38.0 115.7 153.7 
3. Bombay ii609 12.3 130.6 1U7.6 
U. Ma(iiya Pradesh U279 11 .5 111.U 129.8 
5. West Bengal 115U3 30.9 115.U 143.1 
6. Delhi 1335 3.6 139.9 151.3 

Total 36705 98 . 3 . 109.7 132.0 

A U India (373I4O) 

1. Andhra Pradesh 1oU3̂  
2. Uttar Pradesh 8026 

3. West Bengal 385761 

Total l40U221 

A U India (i*lii128) 

JUTS TSXTILSS 

2.5 107.1 
' 1-9 96.1i 

93.'2 98.0 

97.6 93,9 

157.6 
90.3 

109.5 

K13.O 

FIGURES IN BRA<KETS GIVE THE TOTAL NET 

VAIIE ADDED by MAIUFA«TURE FOR A U I N D I A . 
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1956 = 100 

at site 

Net vaUie Percentage 
added by to tot a l 
manufacture 
in 1956 
( '000 R3,) 

Inslices of out] 

• . CQTIDN TEXTILES • -
(Spinning and Weaving) 

1. j^ndhra Pradedi 
2. Bombay (QuJaTat 

& Maharashtra) 
3. Kerala 
U, Madhya Pradesh 
5 . Madras 
6. Orissa 
7. Punjab 
8« Rajasthan 
9 . uttar Pradesfa 

t ) . West B«igal 
1 1 . D e l h i 

Total 

JLU India 

11073 0 . 6 108.9 119.2 

1125119 6 5 . 2 100.5 100.2 
18800 1 . 1 93 .1 103.3 
8371 0 . 5 667 .8 529.1 

13.9 l l l i .9 116.3 
8112 0 . 5 i n . Q 1U3.6 

15692 0 .9 133.9 19U.2 
13726 0 . 8 112 .2 98.8 

10293'1 6.0 108,9 1 0 1 . 2 

733U5 ,U .2 w . u • lao.U 
56807 3.3 120 .6 10l;.3 

167U682 97.0 107.3 107.0 

(1726996) 

CHEMICALS 
(Including Drugs and iharmaceuticals) 

1. Adhra Pradesh 3025 
2. Bihar 58739 
3. Bombay (Gujarat 

1UU083 
u. 

& Maharashtra) 1UU083 
u. Kerala 8109 
5 . Madras 1U9U5 
6. Pun^b 752 
7 . Uttar Pradesh 7638 
8. West Baigal 59P8U 
9. Delhi 8902 

Total 3055?7 

A U India (308997) 

1.0 138 .5 162.6 
9.0 92.ii 9 6 . 0 

1*6.7" 117.3 I l i 3 . 9 . 
2 . 6 . 1 1 6 .2 12U.1 
U.8 1 1 6 . 6 1 2 9 . 1 

131.5 
2 . 5 152.0 165 .0. 

19.2 121 .5 II4O.3. 
2.9 . I IU . 8 160.5, 

98.9 113.7 136.6. 
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APPfiNDlX I ( Contd.) 1956 - 100 

State 

Ket value percaitage 
added by to tota l 
maiufacture 
in 1956 
(»0Q0 fo;) . 

TnAces of output 

(Excluding daier'ation and•Traisfonaation oi' Kisctrical Bnergy) 

1 . iUidhra Pradeeh 5310 
2. I6U9 
3 . Biher 26201 
h. Bombay (Gujarat 

fit Msiiarashtra) 16395b 
5 . Madhya prad©^ 1919 
6 . Madras 23U89 
7 . Orissa 2169 
8. Punjab 12597 
9 . Raj asthan iSiO 

10. Uttar Pradesh IO9UI 
1 1 , West Bengal' • i603U3 
1 2 . Itelhi 13889 

Total UU3997 

All India (Uaooao) 

1 .1 
0 . 3 
5 . 5 

3U.1 
o.U 
U.9 
0.5 
2,6 

0 . 3 
2.3 

3 7 . 6 
2.9 

92.5 

119-.7-

97 .0 
98.9 

126,6 
129.3 
138.6 
05.6 

106,0 

t80.6 
126,2 
1U9.^ 
I2U.5 

l3ii.C 

98^7 
111-7 • 
107.0 

157.1 
210.U 
13U.2 
63,U 

122.2 
: 6 7 . 3 
;U2.1 
171.U 
Il49.6 

156.U 

IRON AND GRSSL a^EUING 
( In eluding Blasiifarnace op«*ation) 

1* Bihar 3 1 9 1 1 1 ^ . 9 

2. Bombay (Gujarat 
u Maharashtra) 15866 2.9 

3. Madras 2376 0.U 
k. Punjab 5693 1.0 
5. Raj asthan 281 0,1 
6. Uttar Pradesh 9321 1.7 
7. West Bengal 186839 33.9 
8. Delhi 917 0.2 

Total 5liOU)3 98 . 1 

A U India (551052) 

103.U 

96.2 
163.0 
7 6 . 9 
8 1 . 3 

100.9 
115.7 
78 .U 

100o3 

102.2 

1 8 7 . 5 
177.0 

85.7 
99#7 

119.8 
1 6 7 . 1 
156 .3 

107.1 



Indices of Output aid output prices by industries within tegiori"s (.1956 m IOC) 
Net value Percait- Indices 1 of 
added by age to output output prices 

Industry manufac
ture 
('000 Rs.) 

total 1957 :. ; 1958 1 9 ^ 1958 

(1) U ) w 
ANDHRA PRADESH 

1. Rice milling 2iood 19.98 122.9 13U.2 119.7 131.3 

2, Biscuit making (including 
Bakeries aid Ocnfectioneries) 339 0,32 122.9 13ii.2 119.'? 131.3 

3. Sugar' 30716 • 29.11 106.8 92.8 , 96.0 109.3 

li, Distilleri.es 6c Brewaries 
(including power alcohol 
manufacturing) 2529 . 2.I4O 97.3 93.1 100.8 , 7U.9 

3, Tainlng 60 0.06 91.5 85.2 102.3 - 108.2 

5. Ceranics 735 0.70 121.5 165.6 93.1 87.6 

]* Gotton texti les -
spinning & weaving 11073 "l0.1;9 108.9 i l 9 .2 106,3 iaU6 

i. '*olien teictiles^ 

9. Jute :t^extiies l6U3U . 107.1- 15? .0 100.5 9U.6 

fi. Chonicals (inoliidlhg Drugs 
4 Kiarmaceuticals)- 30.25̂ ^̂  2.87, 138;5* 162.6 110.1 106.ii 

il. AUuminium, copper and Brass -
All processes from Ore anelting 
to maiufacturiJ5.g of f ina l ' • • 
p r 6 d u c t s ready for use 610 . 0.77 loiU.o 92.6 9B.0 101.0 

Generai Ehgineering & Elec
trical Si Sneering (excluding 
Generation, and transformati£»i 
of Electrical Shergy)^ , - 5310 5.03 119.7 98,7 

_̂_ALL INDaSTRlE^ 105528 8 1 . ^ ^ ' 106.U . 112.9 109.2 81.57 

ASSAM -

^ce milling 3492 2095 12ii.0 85.6 117.5 113.1 

Plywood & Teachests'• 5821 ' ^3ii.?3 73.U 61.2 107.3 110.2 

'general ^gineering & Rljectri 
cal Engineering (excluding 
Gaioration and Traisformation 
of Electrical Biergy) I6i;9 9.89 97.0 111 .7 

ALL INDUSTRIES 16666 65.77 93.1 76.5 IIU.8 112 .3 

http://Distilleri.es
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.r.oU I I (Cpntd.) 

{•^) (3) (i>) {•{) 

BIHAR 

^eat flour 
_ Bice milling 
' Biscuit Hfiking ( induding 
' Bakeries aid Confectioneries) 

933 
3937 
921 

0rfi7 
0 .73 
0.17 

• 65 .1 . 
91.8-

106.0 

120,6 
U8ii 

117.7 

97.7 
115.7 
105.3 

85. 
IJO .2 
.K)6.9 

, sagar • 1*0727 7 .56 • 89.5 97.9 103.1 1CU.6 

^ liistilleries & Brewaries 
' (in'cluding power alcolhol 
aaiufacturing) 1108 0 .21 i n . o 103.3 92.9 99.^ 

, Caniait • 23130 U.29 . 105.6 97.1 100.0 

, Glass & Glassware 15-.0 0.28 103.5 2ii1.0 100.3 looJi 

, udhnics lUaoU 2.63 115.7 ' 153.7 ' 107.1 .• 117.8 

, Chotnicals (including Drugs 
i ii^armaceuticals) .. 58739 10.3?- 92.1* 96.0 102.1 106,6 

, Alluminium, Copper and 
Brass - A l l processes from 
3res melting to maiufacturing 
affinal products ready for 
use 26753 10.89 92.1i-' 99.0 • 

. * 

95.1 • 86.3 

Iron & Steel - anelting 
(includingblaA furnace 
c per at ions) 319111 59.19 10?. 2 10O,Jt 

, Goieral Shgineering & 
•iilectrical Ehgineering 
(excluding Gaieration and 
"raisformation of Electrical 
ihorgy) 26201 li.86 98.9 107.0 

AliL INDUSTRIES' 539,161 95.9U 100.6 103.7 102.1 97-9 

BOMBAY 

liheat flour 102.J3 0.60 . 113.3^ I6i'u6 :^96,7- 95.9 

Hice milling 320 0.02 39.1 3i;.0- • i i 3 . r ,135.1; 

BiAcuit making (inclnding 
B^iceirles aid confectioneries) 6821 0.1i0 112,2 13U.0 109.2 ni . i i 

Fruit & Vegetable J 
pro cessing 1138 0.07 130.U 112.2 93.9 112,L 

(Gontd,...11) 



- t U I -

(Ii (2) • (3) ' {^) (?) 
BOMBAX (Contd,) 

Sugar 58900 2.36 
< 

IUI .5 173.U 103r9 ioi.o 

QlstllXflriea & BreMries 
.IncXuciing power alcohol 
3 i s i u f a c ^ u r l z i ^ 85b 0.05 110.8 159.U 91*2 , 96,3 

Starch 3828 0.22 77.U 76-^9 121.3 i;9.o 

Vegetable oi ls (edible) 18999 i i i i 9h.6 10ii,7. 112.J 113.1 

Paints-and Varnishes 80U9 0Ji7 - 101.3 139.9 108,0 ll5>9 

Soap 33901 1.98 110 .5 11U.2 105.9 108.0 

aining D4OO 0.08 •78.0 111.0 95.3 96.8 

12l'5T 0 .71 127.1* 12U,7 93.2 9U«1 

•las3 & GlaSBWsra 10609 0 .62 1 1 5 . 9 . lUli6 : 112.2 110..0 

ieraaics U609 0.27 . 130 IU7.7 95.1 108.0 

* 
—' - « • -

Papar & Paperboapd 
including straw board). ISI175 0.90 119.8 190.0 106.8 88.6 

':atdl93 8191 0,U8 • 102 .5 '109.8^ 102.7 •t ) r . 5 

i>tton textiles 
PPinning & weaving 1125119 65.69 100.5 100.2 98.0 99.8 

ffcoUoi Textiles^ : X>906 0.6U 10U.7 135.8 109.8 110.0 

hoTicsls (including dnuggr 
r^anaaceuticalfl) Il4ij063 8.U1 117-.3 11i3.9 109.8 ^17.2 

•^"^dniuEi, copper and-
fass - a l l processes from 
9̂ aielting to manufacturing 

^fiael products ready for 
lii79i 0.86 105.8 l 5 b . 3 ' 9U.8 92.9 

& steel - -anelting ' • 
^cluduig blast ftoiaoe 

fc^&tions) 15866 • 0.93; ? 6 . r . 187.* IIU.6 r.6.9 

^-^cles ' 9 ^ 7 • '-oî e 169.1 68.3 9U.5 09.9 
machines • - ^ _ 

( 0 K i t d . . . . p . 1 2 ) 
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(1 ) (5 ) (7) . 

BOMBAY ( Oontd.) 

25. Slectrlc Lanps - -
26. Electric Fais o,o5 126.̂  178.5 85.6 117.S 

27. General Biffineering aid 
Blectrical Ehgineerlng 
(includlTLg Gaieration aid 
Traieformation of W.ectrL-
cal Bhergy) 16395b 9.57 126.6 1?7 . 1 _ 

Al l Industries 1712803 97.07 106.8 115.9 100»6 102.3 

KBULA 

U Soap 5U26 9.16 88.1 1U2.2 110.9 113.6 

2. Cotton texti les - spinning 
& weaving 18800 31i75 93 . 1 103,3 92.1 96,9 

3. Cheriict.ls (including drugs 
& Pti amaeeuti cals) 8109 13.70 • 116.2 12I;.1 116,2 110,1; 

All Industries 39206 5U.61 100.7 116.0 

MADHYA PRADEai 

1 . Rice flour 381 i.o5 ' 271.S 18U.6 97.3 97.3 

2, Rice milling 5^18 16.03 116.8 58.8 - 1 1 7 . 1 110.0 

3. •Cermics •U279 11.79 111.U 129.8 9U*6 IIU.O 

U. Oot;>on texti les -
spinning weaving 8371 23.06 667.8 529.1 118.0 109.6 

5. G-neral fii^lneering & . 
fiieotrical Bigineoring 
(excluding Generation and 
Trsnsformation of filectrl^ 
cai Biergy) 1919 5.29 129.3 2to.U 

A l l Inc'aist-ries 36296 S7.22 252.1 I90.d 11U.3 109.1̂  



\3 t-

gPfligg I I (Oontd^) 

•• / r. V LA. • • " T O ;6) (7) _ . JL£i ^ 

MAEHAS 

AJZZ . i-rlL̂  •- ^ 

U ttieat flour 676 0.18 ^.'2,9 i03,7 96.9 

2, Rice milling 8U31 ^ 0.28 le^.H 1 i6.u 113.3 

3. Biscuit making (including 
Bskeries aid oonfectioneriea) . 258 0.07 101̂ 0 

lu Fruit & TOgeft able pi'ocfis sing - - -
Sugar 33^52 5.53 116.1 113,7 

6, T aining 8328 2.?5 59.8 11i^ -i08«9 

7. Ooment 19^61 11/. 5 1-.1.? 87o5 90,3 

8« Matches 11300 3.03 101o3 12^:7 92,.'* 109.66 

9o Cotton texti les ^ 
spinning St weaving 2bc706 65.0U lUu9 •r.6„3 95.8 9h.! 

10B '*ollen textiles 32 0.01 57.6 36.6 11:^9 .90.5 

11. Jute texti les . —• 

12. Chemicals (including 
drugs & pharmaceuticals) li;9U5 "16.6 -'29^1 113.3' H i . 5 

13. AUu-niniumy copper aid 
Brass - Al l processes from 
one smelting to mar-ufacturing 
offinal products ready 
for use 3665 0.99 93.:' 104.6 97.6 

iHv Iron & Steel - smelting 
(including Bla^fumace 
operations) 2375 0^6k 163*0 r7oO 111.1 110.5 

bi Bicycles 7569 2.05 1̂ 7.-0 166. ^ '?7.U 

L̂ B Sloft.ric lanps 3675 0,99 -:39.8 1U0-..0 -
1?.. filecbric fais 

iQft Goieral Bigineerlng & 
Electrical Biglnearlng 
(excluding Generation 
and Traisformation of 
Electrical Biergy) 23U89 6.35 137.3 13Uc2 

All Industries 370076 96.72 :15.9 llfc.U 100.0 100.3 



-I 1U 

' {̂) z : 

1. Rice mi l l ing 

.2« Cotton t e x t i l e s - > 
spinning & weaving 

c:iRi3A 

3« General Siglneering & E l ec t r i 
ca l iihgineering (uicluding 
Generation & Transformation 
o f B l ec t r i ca l Siargy) 2l69 

T31 T Q i — j y j — m — o r 

1r-3,9 81\-^ K)3.fl 96.9 

•ni ,0 .̂U3.6 X)2.9 103.0 

;.li6 65^6 63>H 

2o.ttfj 

A l l industries 3975? ll6.r -,2506 ;03vU y9c? 

HJIIJAB 

1. Wieat f lour U65I; 

2, Rice mi l l ing , 179 

3^ D i s t l l l e r i a s & Breweries 
( including power alcohol 
msnufacturing) 2l58 

Cotton t e x t i l e s -

spinning and.weaving 15692 

5. Woollen Tesctlles 11c65 

6 , Chemicals ( including Drugs 
& Riarmaceutlcals) (52 

7* AllunljilumI copper aid Brass -
A l l processes f̂ rom Ore smeX* 
Wng to manufacturing o f f lna l 
products ready for use 1999 

6. Iron & Stee l - anelting 
( Including Blast furnace 

5 . 6 5 

0.19 

2.33 

16,91 

l i . 7 9 

0..8-! 

•J1?.9 13U. • 102. ; 101.6 

580.5 39/- '^ 9h.1 97 o9 

93.r 

L^3.9 19ii.̂ 2 9801 97.5 

9 2 , 6 36,6 1 1 6 , 6 131.9 

101.1 

2 . l5 123.2 l63rl 97.0 98.̂  

operation) 5693 6.13 76,9 8>».T 107.3 122.3 

9. Bicycles 5223 5.63 136.3 20 1.5 9lu5 93.5 

X) . Sewing machines l6oo:' 1.^2 113c 5 ' 5 2 ,3 106^8 

11. S l e c t r i c Kaifi 175 0.19 127 .3 I68,.ii K)2.7 

12. General A I R U - e a r i n g aid 
a i e c t r i c a l Bigineerlng 
( oxc ludng ta ierat ion aid -

T?. sairfornation of Slacbr lcal 
A I E R S Y ) 125?7 13.56 106,0 122.2 •« 

A l l Industr ies 92799 67 08 113u0 11*1.6 '.05.0 If 
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(2) (3 ) (5) (6) CO 
(AN 

1. Sugar 1953 6.29 76.3 5 3 . 5 121.U 139.U 

2, C3otton texti les ^ 
spinning snd weaving 13726 i4U,2? M 2 . 2 ' 89.8 99.U 102.8 

3. Alluniinium, copper and brass -
al l processes from Ore smelting 
•to manufacturing official 
products ready for use 3303 1G6i| 93.2 132„6 ^lii.6 78 .2 

Iron & Steel anelting 
(including blast furnace 
operation) 281 0.9 81.3 99.7 112.1 - liiO.1 

.̂ Gaiaral S:igineering & Sleo-
trical aigineering (excluding 
Generation aid Traisformation 
of Slectrtcal Siergy) l̂ iiO U .96 267.3 

All Industries 310U2 67.02 -oli .5 106.U I0l;.9 103^5 

UTTAR FftAf'SSl 

1» Wieat flour 1587 oJ'.7 ^05.9 &U.5 102.5 102.9 

2̂  Rice milling 80.0 76.8 118.6 127e8 

3. Biscuit making (inrJnding 
Bakeries aid oonf e(Aioner! ds) 375 0 . 1 1 68 68.6 98.2 100.2 

Sugar .132188 33.a^ 38«6 82.3 106.. 2 106.9 

5. lUst i l ler ies & Brewaries 
(including power alcohol 
maiufacturing^ 4306 ©.28 9Uc1 98 «3 100.9 9 7 . 5 

6, Vegetable o i l s (edible) 9879 2.90 i26.9 12U..1 10li.2 105.2 

y« Paints and varnishes 679 0.20 98.9 116.2 115.8 89.1 

8. Soap i*97 0 . 1 5 80.U 89.6 112.i; 1 1 6 . 3 

Taming li5U6 U3'^ IOU.5 II1O.6 102.2 75.6 

^« G^ent 51;253 : i6.8 • 118.7 91 .5 9 2 . 3 

Glass & Glassware u l 3 3 t .22 102.0 112.6 113.2 9 7 . 5 

12. PlyKDod & T4 i^at i ia i238 0.35 lii3.8 19a.8 ; 1 2 . 3 

(Contd,.. ,p. 16) 

83.6 
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•I m—IT)—mzzsi.-
UTTAR HUDSSi (Oontd,) 

13« Paper & paperboard 
(including aftraw boards) 6388 1.66 l o l o 5 YUe9 62...O 

1U* Matches - * 

^im Cotton t e x t i l e s - spinning 
& weaving 102931 30.25 1(}3 .9 101.2 102.C. 103J^ 

l 6 . VboSoi teocti les 85oU 2,5b 99 .-vO 125, i 106.5 . ir-^9 

17* tKite te ic t i les 8026 2.36 96.U 90.3 105.U 96^9 

1d« Chemicals (Including 
drugs €nd ^ a m a c e u t i c a l s ) 7638 2,2lt 152..0 165*0 99.8 109.-6 

19* A l inmini^, copper md brass -* 
All processed fToc 'ora ^ ^ ^ i n g 
to maiufacturing o f f l n a l 
products ready for use lIi-37 0.U2 126,7 152.7 9 0 . 3 8U0I 

ao* Iron & S t e e l anelt ing 
(including Blast ftimace 
operations) 

21« B icyc les 

9321 

1808 

2.7U 

0,53 

100 :,9 

121.0 

1:9*8 

1U2.8 

105.2 

IO6.I; 86.^ 

22. aeneral Biglneeadng & £le&-
t t l c a l aiginearing (excluding 
Generation aid Traisformation 
of S l e c t r i c a l Biergy) 109m 3.22 126,2 lb .2J mm 

A l l Industries 3li0292 92.U5 103.8 1C1.8 103.U 

BHIGAli 

1« ttieat 'floxtr 8U95 0.76 99-U ioo«6 99.0 

2 . Rice ndlUng I897I* 1c69 109 :.3 70n2 IIU.9 121/ 

3. Biscuit making ( including 
Bakeries and Oonfectionrles) 6902 0 . 6 2 I3i:t.7 105.9 i r .5 

U* FkMit & Vegetable processing 509 0.05 • - % 5 233.5 95,G 

5* D i s t i l l e r i e s & Breweries 
( including power alcohol 
Maiufacturing) 3237 0.29 133-3 '22.9 86̂ 9 

6« Vegetable O I I A (e<llble) 8185 0 . 7 3 .21^6 107.7 107'̂  

Im Paints aid Varnishes Z39U3 2.13 1 ;b ol 115 .8 112o5 113.̂  



-t T7 J-

|i??a?DlX I I {OontcU) 

^2) <4 (5> (^) (?) 
WEST BHJGAL ( Gontd.) 

1, S o ^ 15858 l.Ul iio.o 1U6.6 107 .I4 113.8 

>. Tdinizig . U728 0.0U 107.9 153,3 122.1 I2U.0 

i« Canent - - -
1, Glass & Glassware 9157 0.82 ^27.1 lU2 . f 102.6 11 U 8 . . 

U Oeranics 115U3 1.03 1 i5.U 1U3.1 '1OI.9 66,7 

J, Plywood & Teaches ts ' 3752 • 0 .33 9U.0 80«0 . 102.6 i a 9 . 8 

u Paper A paperboard 
( inc lud ing s t raw board) k266k 3.80 96.6 107.2 100.8 109.8 

} , (btton t e o c t i l e s •* 
spinning a i d weaving 733U5 6.5U 107.ii, I20U;, 96,9 100.7 

% o l l a i t e x t i l e s « - - -
^ ihite t e x t i l e s 38571 3U.37 98.0 109.5 99 .2 92.7 

Chanicals ( i n c l u d i n g 
drugs k i idiarmaceutioals) »38U 5.29 ' 121 ;5 ' ^ 11*0.3 101.6 io5cO 

Alhaniihium,Col)per and* b rass -
A l l Processes from Ore a a e l t i n g 
to maiufactxnij ig oi^Slnal 
products ready f o r use l83iU 2.52 120.2„. 117.7 . .107.1 -99 .1 

3* Iron & S t e e l a n e l t i n g 
( Inc luding B l as t furnace 
operat ions) 186839 16.65 llU.7 167.1 112.0 1 1 7 . 6 

1» B icyc les 10086 0.90 101,5 '"155 .1 101 .5 108.6 

2. Sewing machines 136U7 1.22 225.8 265,2 -
3. B l ec t r l c Lanps 5717 0 .51 103.3 66.3 

' S l e c t r i c Fa i s ' 70I4O 0.63 172.lt 222-7 -
' Guieral B i g l n e e r i n g & S l e& . 

t r i c a l B i g i n e e r i n g ( axc l tw 
GenoratiCTi a i d T r a i s * 

formation o f B l e c t i l c a l 
ftlOTE^ay) 1803U3 16.07 1U9.3 171.U 

*11 i n d u s t r i e s 1122215 98.07 115.U 135.̂ 5 •IOU.O •502.5 

http://172.lt
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AFPatDIX I I (Oonted) 

(1) (^) (h) (5) (6) (7 ) 

DBIKI 

!• Biscuit making (Including 

Bfifcerias & Confectioneries) 372 O.Ul 11.0 9U.9 97.9 

2, GaraniCB 133$ nU8 1^.9 151.3 102.9 123.2 

3. Cotton teictiles -
Spinning and Weaving 56807 63U59 120.6 105.0 97.5 96*5 

U. Chanlcals (Including 
Drugs k Kiarmaceutlcals) 8902 9.89 llU.S l6o.5 101.5 102,3 

5. Alluminlum, Copper «id 
brass - Al l Processes trom 
Ore smelting to maiufacturing 

off lnal products ready for use 5̂ *4 0.59 108.7 13U.9 92.9 98.0 

6. Iron & Steel - smelting 
(including blast-furnace 
operations). 917 10.2 78-U 156.3 108,6 106.5 

7. General Biglneerlng & 
Electrical Biglneerlng 
(excluding Generation and 
Traisformation of S lectr i 
cal aiergy) 13889 15.U3 I2it.9 1U9.6 

A l l Industries 90036 91.91 lao.U 123.5 99.5 99*6 
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TANGIBLE W E A L T H . CAPITAL EXPENDITURE A N D CAPITAL 
FORMATION OF RURAL HOUSEHOLDS* 

Introduction 

An article presenting ihc provisional csti-
males in respect of certain important items 
covered in the All-India Rural Debt and Invest
ment Survey, 1961-62 was published in the 
December 1963 issue of Reserve Bank of India 
Bulletin wherein, the purpose of the Survey, 
the scope and method of approach, plan of 
enquiry and concepts and delinitions adopted 
for itic Survey were brielly explained. The 
present article deals with a detailed examina-
lion of the estimates of tangible wealth, 
capital expenditure and capital formation for 
the rural household sector. 

TLingible assets are broadly of two types ; 
reproducible and non-reproducible. Land 
(excluding all man-made improvements), 
sub-soil assets, works of art and coll-
ector̂ ' items (such as rare books and 
slamp-̂ ") are regarded as non-reproducible 
assets, while reproducible assets comprise all 
other tangible assets, namely, improvements 
to land, buildings, other structures, livestock, 
machinery and other equipment, inventories 
ot raw materials, semi-finished and finished 
goods, stocks of precious metals and consumer 
goods. Expenditure incurred from year 
to year on capital assets resulting in 
increased productive capacity is referred 
to as capital formation. Generally capital 
forniarjon is estimated on the ba.sis of 
addition to capital assets. Fixed capital 
'Orma!ion of enterprises is defined as "the 
>̂̂ penJitures for machinery, equipment, build-

'iias L I I K I other construction and works". 
Non-reproducible capital assets do not figure 
|n capiial formation except for the nian-madc 
™pro\ements to the existing assets. 

constituent items of tangible wealth 
of rural households enumerated in the Survey 
'ire classified as follows : 

J- Owned land and land held under special 
'"'Shts. 2. Residential buildings, 3. Other 
structures and building sites, 4. Livestock, 

5. Equipment used in farm business (including 
tractors but excluding transport equipment), 
6. Equipment used in non-farm business 
(excluding transport equipment), 7. Bullock 
carts, 8. Other transport equipment, 9. Dur
able household assets. 

The items of capital expenditure in farm 
business are enumerated below : 

I. Purchase of land, 2. Purchase of land 
rights, 3. Reclamation of land. 4'. Bund
ing and other land impro\ements. 5. Orchards 
and plantations, 6. Wells, 7. Other irriga
tion resources, 8. Agricidlural implements, 
machinery, transport equipment, etc., 9. Farm 
houses, grain golas and cattle sheds, 10. Pur
chase of livestock. ?1. Other capital expen
diture in farm business. 

Apart from expenditure on purchase of 
land and land rights as also on purchase 
of livestock, expenditure on other items 
can be divided into broad groups 
namely those which refer to the improve
ment of land surface and irrigation 
facilities, farm equipment and farm buildings. 
In estimating capital formation we have ex
cluded transfer items like purchases of land and 
livestock; for other items, cash expenditure, 
contribution by family labour, owned mate
rials used and expenditure in kind are taken 
into consideration for estimating capital for
mation. 

The first section of the article deals with 
stocks of tangible assets, the second with cash 
expenditure of a capital nature and the third 
deals with capital formation in the rural 
household sector. 

Distribution of rural households according to 
value of assets 

The percentage distribution of cultivator 
and non-cultivator households! in individual 
States is presented in Statement No. I of 
Appendix. According to the Survey, neariy 

Prepa r ed in t h e D e p a r t m e n t o f S ta t i s t i c s . 

I'll I 'I'^'iiseHolds which n i K - r l c d &»iiir iirra i p . T s o n a i culliv.i l ion, r sccp l small gar« l in i > l o t s , as on 31 De r rmbr r 
• ' I I l rl:-i-i ' . l l i ,( | ;is i i i l i i v . T k n - h l H l :^e I ln l l^ . A l l tilhcr liousrlnittl.'; wcrt- g i v . i i p r d as tu.n-riilliv.Tlur hni i s i ' h o l d s . 



RESERVE BANK OF INDIA BULLETIN June l%5 

three-lburths of the rural households were 
cultivators, the proportion varying from 59 
per cent in Punjab to 91 per cent in Jammu 
& Kashrnir. 

A preliminary examination of the distribu
tion of households falling in the various asset 
groups will be useful to provide the necessary 
background for an understanding of the signi
ficant differences, if any, in levels of estimates 
for these groups. The households have been 
classified into seven asset groups according to 
value of assets as on 31st December 1961. viz., 

1. Less than Rs. 500 
2. Rs. 500—Rs. 1,000 
3. Rs. 1.000—Rs. 2,500 
4. Rs. 2,500—Rs. 5,000 
5. Rs. 5,000"Rs. 10,000 
6. Rs. 10,000—Rs. 20,000 
7. Rs. 20,000 and above. 

The value of total assets includes the value 
of (0 ownership rights in land, (//) specul 
rights in land, [iii) buildings, (iv) livestock, 
(v) implements, machinery, transport equip
ment, etc., (v() durable household asseis, 
{vii) dues receivable on loans advanced in cash 
and in kind and (viii) specified items of finan
cial asseis, like National Plan Savings Certifi
cates, Government securities, shares and de
bentures of companies and co-operative insti
tutions, deposits with banks and private money 
lenders, etc. Cash in hand, insurance policies, 
annuity certificates and chit funds, as ;jlso, 
stocks of commodities are not covered in the 
value of assets. 

Data for all-India on the proportion ol 
households falling in each of the asset groLips. 
the aggregate value of assets and the share cl 
each asset group in total value of assets in res
pect of cultivators, non-cultivators and aJI 
rural households are presented in Table 1. 

T A B L E I — D I S T R I B U T I O N O F R U R A L H O U S E H O L D S A C C O R D I N G T O V A L U E O F A S S E T S — A L L - I N D I . A 

Cuhivators Non-cultivators All rural househoAls 

Per Aggregate value Per Aggregate value Per- Aggregate V A I U C 
cen of assets cen of assets cen- of assets 

Assel group tage (in crores of Rs.) tage (in crores of Rs.) tage (in crores of R S . ) 
of of 

(in crores of Rs.) 
of 

(in crores of R S . ) 

house- house house
tiolds holds holds 

Less than Rs. 500 6.5 99.4 { 0.3) 49.4 198,8 ( 6 . 5 ) 17.9 298,2 ( Y , 8 ) 

Rs. 500—Rs. 1,000 9.7 366.3 ( 1.1) 19.3 250.2 ( 8.1) 12.2 616.5 ( 1.7} 

Rs. 1,000—Rs. 2,500 .. 2i.S 2,124.1 ( 6.3) 17.4 492.5 (le.O) 22.9 2,616,6 { M ; 

Rs. 2,,')00—Rs. 5,000 .. 23.3 4,215.9 (12.5) 7.1 455.0 (14.8) 19.0 4.670.9 ( 1 5 . ^ ) 

Rs. 5,000~Rs. 10,000 .. IS.6 6,587.8 (19.5) 4.1 528.8 (17.2) 14.7 7,116.6 [ I S , 3 } 

Rs. 10,000—Rs. 20,000 .. 10.1 7,498,6 (22.2) 1.6 407.5 (13.2) 8.3 7,906.1 i-i-i'l 
Rs. ;»0,000 and above 6.4 12,885.6 (38.1) 1.1 746,0 (24.2) 5.0 13,631,6 ( 3 7 . 0 , 

All-asscis group .. m.o 33,777.6(100.0) 106.0 3,078.8(100.0) 100.0 36,836.4(U'D.O) 

Figures in brackets are percentage to total for all asset groups. 

The aggregate value of assets of all rural 
households was estimated at Rs. 36,856 crores, 
cultivator households accounting for 91,6 per 
cent of the total. Over 50 per cent of the rural 
households in the country had assets valued at 
less than Rs. 2.500 each, as on 31st December 
1961 and the \al(ie of assets held by them was 
;iightly less than 10 per cent of the total for 

the country. About 18 per cent of the rural 
households had assets less than Rs. 500 pf̂  
household, their share in terms of viilue 
assets being less than one per cent. Abou-
one-third of the rural households held :isse'' 
between Rs. 2,500 and Rs. 10,000 eucli. th?' 
share in total value being about 32 p<-'i '^^'J'' 
while a little over 13 per cent of the housclioM^ 
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which were in the asset groups Rs. 10,000 or 
more, accounted for about 60 per cent of the 
total value of assets. The relative disparity 
in the asset holdings as between cultivator and 
noa-cultivator households is reflected in the 
fact that, whereas 41 per cent of the cultivator 
households were in the asset groups less than 
Rs. 2,500, as many as 86 per cent of the non-
cultivator households had assets less than 
R.S. 2,500. While about 23 per cent of the 
cultivator households were in the asset group 
R3. 2,500 to Rs. 5,000and another 19 percent 
ia the asset group Rs. 5,000 to Rs. 10,000 the 
corresponding proportions for non-cultivator 
house holds were only 7 per cent and 4 per cent. 
About 17 per cent of the cultivator households 
and a little less than 3 per cent of the non-
cultivator households held assets amounting 
to Rs. 10,000 or more per household. 

Statement No. 2 of Appendix gives the 
Statewise data on aggregate value of assets, 
proportion of households falling in each asset 
group and percentage share of each asset group 
in the total value of assets. Among the indi
vidual States, the proportion of cultivator 
households each having assets less than 
Rs. 2,500 was about 52 per cent in Assam and 
Kerala, about 49 per cent in West Bengal and 
47 per cent in Bihar. The proportion varied 
between 40 per cent and 45 per cent in the 
States of Andhra Pradesh, Madhya Pradesh, 
Madras, Orissa, and Uttar Pradesh while in 
the remaining States it ranged between 25 
pec cent and 37 per cent with the exception of 
Punjab, where the corresponding proportion 
was around 15 per cent. In Punjab, there 
was a greater concentration of cultivator house
holds in the higher asset groups than in the 
lower asset groups. In fact, over two-thirds 
of the cultivator households in Punjab had 
assets of Rs. 5,000 and more per household 
and a little less than one-fourth of the culti
vators had assets amounting to Rs. 20,000 
and over. 

each 
The proportion of cultivator households 

leaving assets between Rs. 2,500 and 
10,000 varied between 33 per cent to 40 

Pjr ccm in Andhra Pradesh, Bihar, Kerala, 
Madras. Punjab and West Bengal while in the 
u l̂ Assam, Gujarat, Madhya Pradesh, 
Jlaharashtra, Mysore, Orissa and Uttar 
radcsh it varied between 42 per cent and 47 

cent. More than one half of cultivator 

households in Jammu & Kashmir (59 
per cent) and Rajasthan (52 per cent) were 
found to possess assets between Rs. 2,500 
and Rs. 10,000 per household. 

In the case of non-cultivator households it 
is observed that more than 80 per cent 
of them held assets less than Rs. 2,500 
in __elcven States while in the remaining four 
States, v/r., Jammu & Kashmir, Mysore, 
Punjab and Rajasthan the proportion was 
between 68 per cent and 78 per cent. 
The proportion of non-cultivators each 
having assets less than Rs. 500 was the 
highest at 78 per cent in Kerala. The por-
portion was between 55 per cent and 61 per 
cent in Andhra Pradesh, Bihar, Madhya Pra
desh, Madras, Maharashtra and "West Bengal 
and between 36 per cent and 49 per cent in 
the case of Assam, Gujarat, Mysore, Orissa 
and Uttar Pradesh. The proportion was 
relatively low in Rajasthan (28 per cent), 
Punjab (19 per cent) and Jammu & Kashmir 
(18 per cent). In the last two States, the pro
portion of non-cultivators each having assets 
between Rs. 500 and Rs. 1,000 and between 
Rs. 1,000 and Rs. 2,500 exceeded the propor
tion of non-cultivators having assets less than 
Rs. 500. 

The proportion of non-cultivator house
holds each having assets between Rs. 2,500 
and Rs. 10,000 was less than 15 per cent in 
eleven States while it was 19 per cent in Mysore, 
20 to 21 per cent in Rajasthan and Punjab 
and 27 per cent in Jammu & Kashmir. The 
proportion of non-cultivator households each 
having assets of Rs. 10,000 and over, was less 
than 5 per cent in all the States excepting 
Punjab (9 per cent). 

I. TANGIBLE WEALTH OF RURAL 
HOUSEHOLDS 

The constituent items of tangible wealth 
have been enumerated in the introduction. 
An important gap in the estimates presented 
here is that they do not include the value of 
stocks of commodities held by rural house
holds. In respect of each item of tangible 
assets the market value as on 30th June 1962 
as given by the respondent has been taken into 
account in arriving at the estimates. 

The estimated value of constituent items of 
tangible wealth of rural households for all-
India are presented in Table II. 
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T A B L E I I — T A N G I B L E W E A L T H O F R U R A L H O U S E H O L D ^ A L L - I N D I A 
(in crores of rupees) 

Cultivators Non-cultivators Ail rural households 

Item 
Vahi^ o f 
Tangible 

aiscis 

Percent
age to 

total 

\'al l e i i f 

Tangible 
Percent
age to 
total 

V . I M C o f 

Taneiitle 
assets 

Percent
age to 

total 

I. Owned land and land held under 21,443 G4.4 1,097 38.1 22,540 €2.3 

special rights (4.9) 

2. Residential buildings 5,257 15.S 1.062 3G.0 6,319 17.5 
2. Residential buildings 

( 8 3 . 2 1 (16,8) 

3. Other Structures and building 1,178 5.5 134 4.7 1,312 3.ti 

sites (89. S) (10,2) 

4. Livestock 2,578 7.7 136 4.7 2,714 7.5 

(95.0) (6 0) 

5, Equipment used in farm business 468 1.4 12 0.4 480 1.3 

(including tractors but excluding (97.6^ (2.4) 
transport equipment) 

50 
loo ii J 

6. Equipmenl used in non-farm 83 0.3 50 1.7 lid u .t 

business (excluding transport (62.7) (37.3) 
equipment) 

7. Bullock carts 246 0.7 3 0.1 249 0.7 

(98 8) (1.2) 

8. Other transport equipment U 9 0.4 39 1 . 4 158 0.4 8. Other transport equipment 
(75.3) (24.7) 

9. Durable household assets 1.902 5.7 348 12.1 2,250 6.2 

(84 5) (15 5) 

Tangible weahh 33,275 
(92 0) 

100.0 2.881 
(8 0) 

100.0 36,156 100.iJ 

Figures m brackets denote percentage shares of cultivators and non-cultivators in the total. 

The value of tangible assets held by rural 
households as on 30th June 1962 was about 
Rs. 36.156 crores of which the value of re
producible assets was Rs. 13,615 crores (about 
38 per cent). About 95 per cent of the asset 
holdings in land and about 92 per cent of the 
total tangible wealth in the rural household 
sector is accounted for by cultivator house
holds. Residential buildings, other structures 
and building sites accounted for a little over 
one-fifth of the tangible wealth of rural house
holds, livestock accounted for 7.5 per cent and 
durable household assets 6.2 per cent. All 
equipment used in farm and non-farm business 
including transport equipment, accounted for 
less than 3 per cent of the total value of tangi
ble assets of rural households. 

About 84 per cent of the tangible wealth of 
cultivator households and SO per cent of that 
of non-cultivator households was in the form 
of land and house property. However, the 
share of land alone was 64 per cent in the 
oase of cultivators and 38 per cent in case of 
noa-cnltivators. Livestock and durable house

hold assets formed 8 per cent and 6 per 
cent, respectively, of the tangible wealth of cul
tivator households, whereas, the correspond
ing shares were 5 per cent and 12 per cent i n 
case of non-cultivators. 

As is to be expected, the share of non-cul
tivators is sizeable, and more than their share i u 
number of households, only in the caseof equip
ment used in non-farm business, followed b) 
transport equipment other than bullock carts. 
They have a moderate share in residential 
buildings and durable household asseis and 
other structures and building sites, while i n 
other assets relating to farm business, their 
share is very low. 

Share of each asset group in the tangible 
wealth 

The percentage shares of the different asset 
groups in the total tangible wealth in respê ;̂ 
of cultivator, non-cultivator and all rural 
households together with the proportion ot 
households falling in each asset group afc 
out in Tabic Ul. 
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Gultivalors Non-cultivators All rural 
households 

.\3set group 

Propor
tion 
of 

house
holds 

in 
asset 

group 
(per 
cent) 

Percen
tage 
share 

in 
tangi

ble 
v^ealth 

Average 
per 

house
hold 
(Rs.) 

Propor
tion 
of 

house
holds 

in 
asset 

group 
(per 
cent) 

Percen
tage 
share 

in 
tangi

ble 
wealth 

Average 
per 

house
hold 
(Rs.) 

Propor
tion 
of 

house
holds 

in 
asset 

group 
(per
cent) 

Percen
tage 
share 

in 
tangi

ble 
wealth 

Average 

house
hold 
(Rs.) 

Less ihan Rs. 500j . . . . 6.5 0.3 312 49.4 6.9 222 J7.9 O.S 244 

Rs. COO—Rs. 1,000 .. 9.7 1.1 752 19.3 8.4 685 12.2 1.7 723 

Ra, i.rioO—Rs. 2,500 24.S G.4 1,689 17.4 16.2 1,471 22.9 7.1 I>644 

Rs. 2,500—Rs. 6,000 . . 25.5 12.G 3,570 7.1 15.0 3,335 19.0 12.8 3,546 

Rj. o^OOO—Rs. 10.000 .. IS.G 19.6 5,958 4.1 17.3 6,642 14.7 19.4 6,934 

Rs. 10,000—Ra. 20,000 .. 10.7 22.S 13,738 1.6 13.1 12,632 S.3 21.6 13,681 

Rs. 20,000 and above 6.4 37.S 39,079 1.1 23.0 33,949 5.0 36.6 3B,766 

.All—assets group .. 100.0 100.0 6,609 100.0 m.o 1,574 100.6 106.6 5,267 

The households in the two highest asset 
groups (Rs. 10,000 and above), which formed 
about 13 per cent of the total number of rural 
households, accounted for about 58 per cent 
of the total tangible wealth of rural households 
in the country, while 30 per cent of the rural 
tiou êKolds, falling in the two lowest asset 
groups (below Rs. 1,000), had only 2,5 per cent 
of the total tangible wealth. That the concen
tration of tangible asset holdings is more in 
higher asset brackets for both cultivator and 
non-cultivator households is reflected in the 
fact, that the highest two asset groups compris
ing of 17 per cent and 3 per cent of cultivator 
and non-cultivator households accounted for 
60 per cent and 36 per cent of the total tangible 
v̂ealth of cultivator and non-cultivator house

holds respectively, while the two lowest groups 
'̂ eprc'-ented by 16 per cent and 69 per cent of 
cultivators and non-cultivators had shares 
of slightly more than one per cent and 15 per 
'̂ Cfit re<ipcctivcly, in the tangible asset hold
ings of cultivator and non-cultivator house
holds. However, the inequality of distri
bution of weslth is higher among non-cul-
'ivators. While the share of tangible wealth 
steadily increased with the size of the asset 
SToup in the case of cultivators, such striking 

rate of increase was not noticeable among non-
cultivators, though the share of (he highest 
group was the largest among all groups. 

The Stalewise data relating to average 
value of tangii^ie assets per household and 
the relative importance of constituent items 
in the total value are discussed below for 
cultivators and non-cultivators {vide State
ment No. 3 of Appendix). 

The average value of tangible assets per 
cultivator household in the country was 
Rs. 6.609 while it was only Rs. 1,574 per non-
cultivator household. The highest average 
was recorded for Punjab both in respect 
of cultivators (Rs. 14,631) and non-cultivators 
(Rs. 3,627). Apart from Punjab, the average 
was above the all-India level in Gujarat 
(Rs. 8.737). Mysore (Rs. 8,592). Andhra Pradesh 
(Rs. 7,704), Madras (Rs. 7,185), Maharashtra 
(Rs. 7.004) and Bihar (Rs. 6,688) in respect of 
cultivator households and in Jammu & Kashmir 
(Rs. 2.641), Rajasthan (Rs. 2,440), Mysore 
(Rs. 2.122), West Bengal (Rs. 1.810), Gujarat 
(Rs. 1,784). and Andhra Pradesh (Rs. 1.679) in 
respect of non-cultivators. The average per 
cultivator household was the lowest in Assam 

T A B L E I I I — D I S T R I B U T I O N O F T A N G I B L E W E A L T H BY A S S E T G R O U P S — . \ L L - L V D I A 
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at Rs. 3,356 and was relativeiy low in the range 
of Rs. 4,400—Rs. 5,000 in Orissa, West 
Bengal and Madhya Pradesh. The average 
per non-cultivator household was lowest 
in the case of Kerala at Rs. 466 and was com
paratively low in the States of Madhya 
Pradesh (Rs. 841), Maharashtra (Rs. 928), 
Orissa (Rs. 1,163) and Bihar (Rs. 1,207). 

The cultivator households in the country 
held about 64 per cent of their tangible assets 
in the form of land, 19 per cent in house 
property, 8 per cent in livestock, 6 per cent 
in durable household assets and 3 per cent 
in equipment for farm business, non-farm 
business and transport. The share of land 
in the total tangible wealth was highest for 
Bihar at 75 per cent and was relatively high 
(between 67 and 72 per cent) for Madras, 
Andhra Pradesh, Maharashtra, Kerala, 
Mysore and West Bengal. The share of land 
was lowest in Rajasthan at 46 per cent. 
Whereas the share of land was rather low in 
Jammu & Kashmir at 55 per cent, the share 
of house property to total tangible wealth 
in the State was highest at 27 per cent. House 
property claimed a relatively higher share 
in Assam (24.7 per cent) and Uttar Pradesh 
(24.1 per cent) while its share was low in 
Maharashtra, Madras and Bihar (14 to 16 
per cent). Livestock accounted for the 
highest share in Rajasthan at 17 per cent 
followed by Madhya Pradesh (14.2), Assam 
(11.7), Jammu & Kashmir (U .5 ) and Gujarat 
(10.2). The share of livestock in total value 
of tangible assets was lowest in Kerala at 
1.7 per cent and relatively low in Madras 
and Bihar (4.6 per cent each). Tangible 
wealth held in the form of durable house
hold assets was important in Rajasthan 
(10.9 per cent), Uttar Pradesh (9.1) and 
Madhya Pradesh (7.1) while, the share of this 
item was comparatively low (3 to 4 per cent) 
in Maharashtra, Bihar, Andhra Pradesh, 
Mysore and West Bengal. The share of 
equipment (used in farm and non-farm 
business and for transport) was highest for 
Gujarat at 5.2 per cent and was over 3 per 
cent for only 4 other States, viz., Rajasthan, 
Madhya Pradesh, Maharashtra and Punjab. 
Its contribution was the lowest in Bihar and 
Jammu & Kashmir at 1.2 per cent each. 

As is to be expected, the relative shares of 
constituent items in tangible wealth in re

spect of non-cultivator households follow a 
pattern somewhat different from that of 
cultivator households. Ot the total tangible 
wealth of non-cultivators in the country, about 
42 per cent was held in the form of house 
property, 38 per cent in land, 12 per cent in 
durable household assets, 4.7 per cent in 
livestock and 3.6 per cent in equipment. 
The share of house property was highest for 
Gujarat at 59 per cent followed by Uttar 
Pradesh (51.2), Jammu & Kashmir (50.9) 
and Rajasthan (49.9); the share was lowest 
for Andhra Pradesh at 31.6 per cent. Land 
claimed the highest share in case of Andhra Pra
desh (53 per cent), West Bengal (48.3 per cent) 
and Mysore (48 per cent) while its share was 
lowest in Gujarat at less than 9 per cent. 
The share of land was relatively low (17 to 
24 per cent) for Rajasthan, Uttar Pradesh 
and Madhya Pradesh. Livestock as an a5set 
was important for non-cultivators in Madhya 
Pradesh (9.2 per cent of tangible wealth). 
Rajasthan (7.9), Jammu & Kashmir (7.4) 
and Maharashtra (7.4) while its share was 
less than 3 per cent in Madras and West 
Bengal and around 3 per cent for Andhra 
Pradesh, Mysore and Orissa. Holding'̂  of 
durable household assets were relatively 
more important for non-cultivators than for 
cultivators, the share of this item in total 
tangible wealth being the highest at 23 per cent 
for Rajasthan followed by Kerala (19.4), 
Madhya Pradesh (18.2), Gujarat (16.7) 
and Uttar Pradesh (16.7). Durable house
hold assets claimed a relatively low share at 
around 9 per cent in Bihar, Mysore and 
Orissa. The percentage share of equipment 
was high in Kerala ( U ) and Gujarat (8.9) 
while it was between 2 to 5 per cent in other 
States. 

n. CAPITAL EXPENDmjRE OF RURAL 
HOUSEHOLDS 

Capital expenditure in agriculture depeotî ' 
to a large extent on the economic capac:ty ol 
the rural householder subject to the con
straints imposed by the geographical environ
ment which is of vital consideration for diggmS 
wells, reclamation of land, bunding 
other land improvements, planning ot nê^ 
orchards, as physical and technical considera
tions would in a great measure determine 
the opportunities and possibilities open '̂•̂  
cultivators. Land tenure systems also have 
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a vital bearing on the extent of capital ex
penditures which have long-term possibilities. 
The relative proportion of expenditure in 
casli or otherwise is to a large extent deter
mined by the financial resources that can 
be raised for the purpose by the householder. 

Data on capital expenditure collected b y the 
Survey include payments in cash and kind, 
value of owned assets and materials used and 
value of work done b y household labour. 
The estimates of capital expenditure presented 
here pertain only to the cash components of 
expenditure. These estimates are discussed 
under the heads—(i) capital expenditure in 
farm business, (ii) capital expenditure in non-
hrm business and (iii) expenditure on residen
tial plots and buildings and purchase of dur
able household assets. 

Capital Expenditure in farm business 
F a r m business was defined to coniprise 

cultivation, including cultivation of plantation 

and orchard crops, processing of produce 
on the farm and animal husbandry and an
cillary activities. All other activities were 
included under the head 'non-farm business.' 
Data relating to capital expenditure in farm 
business were collected in respect of the follow
ing items—(i) Purchase of land, (ii) Purchase 
of land rights, (iii) Reclamation of land, (iv) 
Bunding and other land improvements, (v) 
Orchards and plantations, (vi) Construction 
and repair of wells, (vii) Other irrigation 
resources, (viii) Purchase of agricultural im
plements, machinery and transport equip
ment, (ix) Purchase, construction and repair 
of farm houses, grain go/as and cattle sheds, 
(x) Purchase of livestock, and the residuary 
item—(xi) Other capital expenditure in farm 
business. The proportion of households in 
the country reporting capital expenditure in 
farm business and the average amount of 
expenditure per household and per reporting 
household are presented in Table IV. 

T A B L E I V - C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S — ( A L L - I N D I A ) 

( G A S H E X P E N D I T U R E ) 

Proportion 
of house-

liuMs 
reporting 
(Per cent) 

Average 
per 

reporting 
hoiischold 

(Rs.) 

Average 

house
hold 
(Rs.) 

Aggregate 
expenditure 
(in crores of 

Rs.) 

Culuvaturs 55.5 224.0 124.3 626 .0 ( 95.S) 

WcuUivators 11.6 128.7 15.0 27 .4 I 4.2) 

rural households 43.8 217.2 95.2 653. .5 {100.0) 

The total capital expenditure in farm 
^i^siness of the rural household sector was of 
îie o rder of Rs. 653 crores for the reference 
-'̂ ar and about 96 per cent of the expenditure 

due to cultivator households. About 
^ cent of the cultivator households 

'Ported c.Tpjtal expenditure in farm business 

as against only 12 per cent of non-cultivator 
households. Tn all the States the cultivator 
households accounted for not less than 
90 per cent of total capita! expenditure in farm 
business. Data on the percentage share of 
each asset group in the total capital expen
diture .nrc driven in Table V. 
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T A b L E V — C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S BY A S S E T G R O U P S — A L L - l N D l A 

( C A S H E X P E N D I T U R E ) 

Cultivators Non-cullivators All rural households 

Propor Share Aggre Propor Share Aggre Propor Sha re Aggre
tion of of each gate tion of of each gate tion of of each gate 
house asset expen house asset expen house asset expen
holds group diture holds group diture holds group diture 
report ill the (in crores report in ihc (in crores report in the (in crores 

ing total of Rs.) ing total ofRs. ) ing total of Rs. 
expen expen expen
diture diture diture 

Asset group (Per (Per (Per (Per (Per (Per Asset group 
cent) cent) cent) cent) cent) cent) 

1. Less than Rs. 500 25.2 0.6 4.1 9.1 12.9 3.5 12.4 1.2 7.0 

2. Ra. 500—Rs. 1,000 35.5 1.9 12.2 11.6 26.9 4.6 25.4 2.G 16.S 

3. Rs. 1,000—Rs. 2,500 . 4r,.i S.4 52.7 J4.G S2.1 8.8 3S.9 9.4 61 . 0 

4. Rs. 2,500—Rs. 5,000 . 58.0 J4.7 91.7 14.0 lo.l 4.1 53.6 li.7 95.9 

5. Rs. 5,l>00—Rs. 10,000 . C5J 21.0 131.4 19.0 11.1 3.0 62.2 20.G 134,4 

6. Rs. J0,000—Rs. 20,000 75 J 22.1 138.1 21.0 6.2 1.7 72.5 21.4 139 P 
7. Rs. 20,000 and above . 83.0 31.S 195.9 24.1 5.S 1.6 fil.S 30.2 197 4 

All-assets group . - S5.S 100.& 626.0 11.6 m . o 27.4 43.8 100.0 653.5 

The proportion of households reporting, as 
also the share in the total expenditure, in
creased progressively from the lowest to the 
highest asset group rn ca.ie of cultivator house
holds. The households in the liigliest three 
asset groups which constituted a little over 
one-third of the total number of cultivator 
households accounted for about three-fourths 
of the total expenditure. 

In the case of non-cultivators, the house
holds in the asset groups Rs. 10,000 and above, 
which constituted less then 3 per cent 
of the total number of nonrcultivator 
households, accounted for 12 per cent of the 
capital expenditure in farm business of all 
non-cuUivator households while, about 70 
percent of the households, with assets less than 
Rs. 1,000 per household, had a share of less 
than 30 per cent in the total expenditure. 

The Statewise data on capital expenditure 
in farm business are given in Statement No. 4 
of Appendix. These are discussed below 
separately for cultivators and non-cultivators. 

The proportion of cultivator households 
reporting capital expenditure in farm business 
was the highest for Punjab (71.4 per cend 

followed by Mysore (69.5 per cent) ; it wiii 

61 to 63 per cent in Gujarat, Uttar Pradesh 
and Kerala, 57 per cent in West Bengal and in 
the range of 50 to 54 per cent in Maharashtra. 
Madras, Bihar, Orissa, Madhya Pradesh and 
Rajasthan. The proportions for AndhraPi ^desn 

(44.5 per cent) and Assam (49.2 per cenii 

were relatively low. The porportion was 
lowest for Jammu & Kashmir at 33.6 pe-
cent. 

For the cultivator households in the lowest 
asset group, the proportion of reporlin,-
households ranged from around 10 per cen' 
each for Jammu & Kashmir and Gujarat to 
about 39 per cent in Kerala while, for hoû ;̂ 
holds in the highest asset group, it range"̂  
from 57 per cent in Jammu SL Kashmir 
over 90 per cent each in the States of Bihâ  
Kerala, Mysore and West Bengal. 

The capital expenditure in farm btisi"'-'̂ ' 
per reporting cultivator household ".t5 tt'-
highest for Andhra Pradesh at R̂ -
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l o l l oued by Punjab at Rs. 3 7 0 and Madras 
at Rs. 3 6 7 . It was over Rs. 3 0 0 for only three 
,.nher States, viz., Mysore. Rajasthan and 
Gujarat. It was lowest for West Bengal at 
Rs. 90 and was in the range of Rs. 100 to 
Rs. 130 for Orissa, Assam, Bihar and Kerala. 

Fo r the lowest asset group the expenditure 
per reporting household was less than Rs. 5 0 
for Assam. Bihar, Kerala, Maharashtra. 
Oriss;i, Uttar Pradesh and West Bengal and 
between Rs. 50 and Rs. 100 for Andhra 
PradcNh. Madhya Pradesh and Mysore. For 
housenolds in the highest asset group i t was 
over Rs. 1,000 for t he States of Mysore 
•Ri. 1.461), Andhra Pradesh (Rs. 1.138) and 
\Iad^:l^ (Rs. 1 ,123 ) and between Rs. 5 8 0 

and Rs . 827 for Punjab, Assam, Uttar 
Pradesh, Jammu & Kashmir, Rajasthan, 
Maharasht ra , Gujarat, nnd Madhya Pradesh. 

The percentage shares of the different asset 
groups in the total capital expenditure in farm 
business in respect of individual States may 
be seen from Statement No. 5 of Appendix. 

The highest two asset groups of cultivator 
louseholds accounted for about 6 2 to 68 

per cent of the total capital expenditure in 
•^rm business in Andhra Pradesh, Gujarat, 
Mysore and Punjab and between 5 0 and 6 0 

per cent in Bihar, Kerala, Madras and 
Maharashtra while the percentage varied 
between 30 and 4 5 per cent in other State 
^^cepting Assam, where it w a s very low at 

per cent. The proportion of cultivator 
households in t h e t w o highest asset groups 
•^ned between 6 and 21 per cent in respect 
•|1 i nd i v idua l States with the exception of 
ûjanir and Punjab where these two asset 

groups together accounted for about 28 

!̂ er ce i ; [ and 45 per cent, respectively, of the 
•^tal i n i m b e r of cultivator households. The 
^ulti\aior households belonging to the lowest 
; i f e e aNset groups accounted for about 4 

17 per c e n t o f the total capital expenditure 
•'1 farm business in all the States excepting 
Assam f : 9 per cent) and West Bengal ( 2 3 

t-'cnO though these three asset groups 
'Ĵ êthc!- accounted for about 25 to 5 2 per cent 
'• " i c cultivator households in all the States 

^•^^eptin- Punjiih ( 1 5 per cent). 

The proportion of non-cultivator house
holds reporting capital expenditure in farm 
business was highest in Kerala ( 2 4 . 3 per cent) 
followed by Punjab ( 1 7 . 8 per cent) and Mysore 
( 1 7 . 0 per cent) ; it varied between 10 and 14 
per cent for the States of Bihar, Jammu & 
Kashmir, Madhya Pradesh, Madras, Orissa, 
Rajasthan, Uttar Pradesh and West Bengal 
while it was 9 per cent or less in the remaining 
4 States. 

The average expenditure incurred in farm 
business per reporting non-cuhivator house
hold was maximum in Jammu & Kashmir 
at R s . 730 (which was more than twice the 
average expenditure per reporting cultivator 
household). Next in order were Andhra 
Pradesh ( R s . 2 5 4 ) , Punjab ( R s . 2 3 4 ) . Rajasthan 
(Rs. 1 7 5 ) ; it was between Rs. 119 and 
Rs. 153 for Uttar Pradesh, Madras, Gujarat. 
Maharashtra, Assam while, in the remaining 
States, it was below R s . 100. 

The proportion of non-cultivator households 
reporting expenditure in farm business and the 
average expenditure per reporting household 
and per household did not increase uniformly 
from lowest to highest asset groups in respect 
of all the States—trends which were marked 
in respect of cultivator households. 

In the case of non-cultivators, the lowest 
three asset groups which formed over 7 0 per 
cent of the total non-cultivator households 
in most of the States, accounted for a major 
portion (over 5 0 per cent) of the total capital 
expenditure in farm business with the excep
tion of Kerala ( 1 6 . 8 per cent), Punjab ( 4 3 . 7 
per cent) and West Bengal ( 4 4 per cent) 
States. In the case of Kerala, non-cultivator 
households with assets betw êen Rs. 2 . 5 0 0 and 
Rs. 5 , 000 accounted for 78 per cent of the 
total capital expenditure in farm business 
though this group accounted for only about 
3 per cent of the non-cultivator households. 

Relative Importance of Individual Items of Farm 
Business 

The proportion of households in the 
country reporting capital expenditure on 
individual items of farm business and the 
percentage share of each item in (he total 
expenditure arc gi\cn in Table VI. 
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T A B L E V I — E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F F A R M B U S I N E S S — A L L - I N D I A 
( C A S H E X P E N D I T U R E ) 

Cultivators Non-cultivators All rural households 

Propor Share Aggre Propor Share Aggre Propor Share Aggre
tion of tn gate tion of in gate tion of in gate 

Item house total expendi house total expendi house total expendi
holds expen ture (in holds expen ture (in holds expen ture (iti 
report diture crores of report diture crores of report diture crores cf 

ing Rs.) ing Rs.) ing Rs.) 
{Per (Per (Per (Per (Per (Per 
cent) cenO cent) cent) cent) cent) 

L Purchase cf land 1.3 18.S 117.7 0.4 26.1 6.9 1.5 19.1 124 5 
2. Purchase of land rights . . 9.3 0.9 6.9 0.4 0.1 0.2 o.y 6.0 
3. Reclamation of land 2.2 2.9 18.2 0.2 1.0 0.3 1.6 2.8 L\o 

4. Bunding and other land 14.7 8.9 65.9 0.5 0.5 1&.9 8.6 SC., 4 
improvements 

5. Orchards and plantations 1.2 1.1 6.9 • • 0.0 1.1 

C. Wells 2.4 7.1 44.7 0.2 1.5 0.4 1.8 6.9 4:.,] 
7. Odier inigation resources 1.5 0.9 5.6 1.6 0.4 1.1 0.9 0,0 

8. Agricultural implements. 34.S 11.4 7J.2 4.2 2.1 0.6 26.6 11.0 7! ,S 
machinery, iransport 
equipment, etc. 

9. Farm houses, grain golas 6.2 2.9 18.2 0.7 1.8 0.5 4.7 2.9 
and cattle sheds 

10. Purchase of livestock 31.7 H.4 278.0 6.9 64.6 17.7 17.8 45.2 2V.»,7 
11. Other capital expendi- 0.5 

lure in farm business 
0.6 3.7 0.1 0.4 0.4 

Total capital cxpcndittue aS.S 
in farm business 

626.0 11.6 100.0 27.4 43.S 100.0 G M.5 

. . Negligible. 

The proportion of rural households which 
reported expenditure on 'agricultural im
plements, machinery, etc.* was highest at 27 
per cent followed by 'purchase of livestock' 
(17,8 per cent), 'bunding and other land 
improvements' (10.9 per cent) and 'farm 
houses, grain golas etc.', (4.7 jjcr cent). 
The proportion of households reporting ex
penditure on each of the remaining items was 
less than 2 per cent. The expenditure on agri
cultural implements, etc., however, accounted 
for only 11 per cent of the total expenditure, 
whereas, expenditure on purchase of livestock 
constituted about 45 per cent and that on bund
ing, etc., for about 9 per cent of the total 
expenditure. Even though only 1,5 per cent 
of the rural households reported expenditure 
on purchase of land, this item accounted for 
about 19 per cent of the aggregate capital 

expenditure in farm business. Thus the 
expenditure on land and livestock together 
constituted a little less than two-thirds o\ 
total capital expenditure in farm business ol 
rural households. 

Over one-third of the cultivator houscholii-
in the country reported expenditure on agr'' 
cultural implements, etc., but the expenditure 
on this item-accounted for only 11 pC' 
of the total capital expenditure in farm busi
ness. Expenditure on purchase of livcstocf> 
reported by about 22 per cent of the cultivate, 
households, and on purchase of land, re
ported by a little le.ss than 2 per cent •̂ '̂  
cultivator households, constituted 44 pc" ct'"' 
and 19 per cent respectively, of the ac.̂ ics-i'̂  
capital e.ipenditure. Expenditure on buiid"'r 
etc., was reported by about 15 per *-\;nt ^ 
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the cultivator households and accounted for 
9 per cent of the total capital expenditure, 
whereas, expenditure on wells which was 
reported by 2.4 per cent of the curltivator 
households constituted 7 per cent of the total 
expenditure. The expenditure on other 
individual items of farm business was relatively 
small. 

About 7 per cent of the non-cultivator 
households in the rural areas of the country 

-reported expenditure on purchase of livestock 
which accounted for 64 per cent of the total 
capital expenditure in farm business by non-
cultivator households. Only 0.4 per cent of 
tlic non-cultivator households reported ex
penditure on purchase of land but the item 
accounted for one-fourth of the aggregate 
capital expenditure in farm business of non-
cultivator households. Of the remaining 
items, purchase of agricultural implements 
was reported by about 4 per cent of these 
households and on all other items, the 
proportion reporting was less than one per 
cent and percentage share of each to the total 
expenditure was less than 2 per cent. 

The Statewise data on expenditure on con
stituent items of farm business are given in 
Statement Nos. 6 &7 of Appendix. In all the 
States, purchases of land and livestock were 
the predominant items of expenditure in farm 
business. These two items accounted for 
over 70 per cent of the total expenditure 
in 5 States, viz., Bihar, Punjab, Uttar Pradesh, 
Rajasthan and West Bengal and between 
50 to 70 per cent of the expenditure in Andhra 
Pradesh, Assam, Jammu & Kashmir, Kerala, 
Madhya Pradesh, Madras and Orissa. In 
respect of non-cultivator households also 
the expenditure on land and livestock ac
counted for over 80 per cent of their total 
expenditure in farm business in all the States 
except Mysore and Orissa. 

The proportion of households reporting 
purchase of land among non-cultivators was 
less than 0.6 per cent in all States excepting 
Jammu & Kashmir and Andhra Pradesh where 
it Has 3 and one per cent, respectively. Among 
cultivator households the proportion of house
holds reporting expenditure on purchase 
o f land varied between 0.8 per cent in Jammu 
& Kashmir to 3.8 per cent in Andhra Pradesh 
(viV/c Statement No. 8 of Appendix). 

The average expenditure on purchase of 
land per reporting cultivator household was 
maximum at Rs. 2,066 in Punjab while it 
varied between Rs. 571 and Rs. 811 in Orissa, 
West Bengal, Assam, Madhya Pradesh, Uttar 
Pradesh and Bihar. In the remaining eight 
States it varied between Rs. 1,000 and 
Rs. 2,000. 

The proportion of households reporting 
purchase of livestock was uniformly higher 
than that for purchase of land in all the 
States for cultivator as well as non-cultivator 
households. The proportion of cultivator 
households reporting purchase of livestock 
was maximum in Punjab (37 per cent) 
followed by Uttar Pradesh and Rajasthan 
(about 30 per cent each) while in other States 
it was between 12 per cent and 24 per cent. 
{vide Statement No. 9 of Appendix). 

The average expenditure per reporting 
cultivator household on purchase of livestock 
varied from Rs. 94 (in Kerala) to Rs. 429 
(in Punjab) while in the case of non-cultivator 
households it varied between Rs. 22 (in 
Kerala) and Rs. 259 (in Jammu & Kashmir). 

The proportion of cultivator households 
reporting expenditure on bunding and other 
land improvements varied between 5 per cent 
in Jammu & Kashmir and 33 per cent in 
Mysore while, the percentage expenditure on 
this item varied between 2 per cent in 
Rajasthan and Punjab and 19 per cent in 
Mysore. 

The proportion of non-cultivators reporting 
expenditure on 'bunding and other land 
improvements' and the proportion of ex
penditure on this item to the total were negli
gible in all the States excepting Mysore where 
they were 1.8 per cent and 10.6 per cent, re
spectively. The proportion of non-cultivator 
households reporting expenditure on purchase 
of agricultural implements, machinery and 
transport equipment varied between one per 
cent in Gujarat and about 15 per cent in Ke
rala while the percentage expenditure on this 
item of farm business varied between 0.7 per 
cent in Jammu & Kashmirand 10.2percent in 
Orissa. In the case of all rural households, 
the proportion of households reporting 
expenditure on 'bunding and other land im
provements' varied between 4 per cent i n 
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Janimu & Kashmir and 25 per cent in Mysore 
while the percentage expenditure on this item 
ranged between 2 per cent each in Punjab 
and Rajasthan and 19 per cent in Mysore. 

Among individual items of farm business, 
the proportion of rural households reporting 
expenditure on purchase of agricultural im
plements, machinery and transport equipment 
wab the highest in all the States except in 
Andhra Pradesh. The proportion varied from 
I! per cent in Andhra Pradesh to about 38 per 
cent in Mysore while the share in expenditure 
varied between 3 per cent in Jammu & 
Kashmir and about 32 per cent m Gujarat. 
The proportion of households reporting ex

penditure on other items of farm business as 
also their percentage share in total expenditure 
were negligible. 

Capital Expenditure in Non-Farm Business 

Data on expenditure in non-farm business 
were collected under the heads—'land and 
buildings,' 'produclion equipment and acces
sories,' 'transport equipment,' 'furniture and 
fixtures' and 'other capital expenditure'. 

The proportion of households in the 
country reporting capital expenditure in non-
farm business, as also estimates of average 
and aggregate expenditure are presented in 
Table VII. 

TABLE VII—CAPITAL E X P E N D I T U R E I N N O N - F A R M B U S I N E S S — A L L - I N D I A 
( C A S H E X P E N D I T U R E ) 

Proportion 
of house

holds repor
ting 

(Per cent) 

Average 
Per 

reporting 
household 

(Rs.) 

Avcra 
Per " 

household 

(Rs.) 

Aggregate 
expenditure 
(in crores of 

R.. ) 

Cultivators 5.4 116 6.2 31.4 ( 71.7) 

Noii-ciilti\ators ., 7.7 88 6.8 12.4 ( 28.3) 

All rural households 6.0 106 6,4 43.8 {190.0) 

Capital expenditure in non-farm business Rs. 44 crores was less than 7 per cent of the 
was reported by only 6 per cent of the rural 
households ; the average expenditure per rural 
household in non-farm business was also very 
low at Rs. 6. The aggregate expenditure at 

aggregate capital expenditure in farm business. 

The inter-asset group variation may be seen 

from Table VIII. 

l A B L E \"11I—CAPriAL EXPENDITURE I N NON-FARM BUSINESS B Y ASSET GROUPS—ALL-INDIA 
( C A S H EXFENDriL'RE; 

Cultivator.-. Nan-cultivators All rural households 

Propor Sliare Aggre Propor Share Aggre Propor Share Aggre
tion of of each gate tion of of each gate tion of of each gate 
liousc- a.-̂ s< t expen llOllSC- asset expen house asset expen

.-\sset group holds group diture holds group diture holds group diture 
report in the (in crores report ill Ch'' (in crarcs report ID the (in crorcj 

ing (olaJ of Rs.) ing total of Rs.) ing total ofRi . ) 
(Per f'xpen- (Per expen (Per expen
cent) dilure cent) diture cent) diture 

(Per (Per 
cent) 

{Per 
cent) cent) cent) 

Less than Rs. 600 2.S 0.5 0.2 3.6 5.7 0.7 3.4 2.0 O.fl 
Rs. 5 0 0 - R s . 1.000 .. 1.3 0.4 8.6 9.7 1.2 5.8 3.7 1.6 
Hs. I.OuO —Rs, 2,oU*l 4.;i O.V 2.2 13.2 22.6 2.8 6.1 11.4 5.0 
Rs. L'.riOO—Rs. ij.tWU 5.2 S.9 2,8 14.0 13.1 1.6 6.1 10.0 4.4 
Rs. 5,0tJ0—Rs,10,0lKt 6.0 16.4 r>.2 11.6 14.6 1 .S 6.4 15.9 7.0 
Ks. IO,Ot>0—Rs. 20,lJm.> 7.11 20.7 6.5 JS.O 11.3 1.4 7.6 18 0 7.0 
Rs. JO.OOU and above 10.6 45.3 14.2 21.4 23.0 2,8 11.2 39.0 17.1 

Ail-assets group 5.4 100.0 31.4 7.7 100.0 12.4 6.0 m.o 43.S 

file://-/sset
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The proportion of cultivator households 
reporting capital expenditure in non-farm 
business increased uniformly from 2.8 per 
cent for the lowest asset group to 10.6 per 
cent for the highest asset group. The average 
expenditure per household also registered a 
corresponding rise from Re. 0.5 to Rs. 44.2. 
The proportion of non-cultivators reporting 
expenditure in non-farm business increased 
from 3.6 per cent for the lowest asset 
group to 21.4 per cent for the highest 
and the average expenditure increased 
from Re. 0,8 to Rs. 146. Further, for each 
of the asset groups, the proportion reporting, 
as well as the average expenditure, were higher 
for non-cultivator as compared to cultivator 
households; 

The Statewise data on the proportion of 
cultivator and non-cultivator households re
porting expenditure in non-farm business and 
the average level of expenditure per reporting 
household and per household are presented 
in Statement No. 10 of Appendix. 

It will be seen that the proportion of culti
vator households reporting expenditure in 
non-tarm business was highest at about 16 
per cent in Kerala, followed by about 9 per 
cent in Uttar Pradesh, 8 per cent in Punjab 
and 7 per cent each in West Bengal and Bihar 
and between 1 and 5 per cent in the other 
States. Among non-cuhivator households the 
proportion was highest at 18 per cent in 
Punjab, followed by about 17 per cent in 
Kerala, about 13 per cent in Uttar Pradesh 
and about 8 to 9 per cent in Bihar, Gujarat, 
M a d r a s and Rajasthan, while in the remaining 
States, the proportion was between 2 per cent 
and 7 per cent. 

The average expenditure in non-farm 
business per reporting cultivator household 
âs maximum at Rs. 411 in Maharashtra; 

Gujarat was next at Rs. 297, while in the other 
States, it was between Rs. 48 and Rs. 191. 

Though the percentage of non-cultivator 
households reporting expenditure in non-
f̂ arni business was uniformly more than that of 
ciillivator households in all the States (cxccpt-
'"E West Bengal), the average expenditure 
P̂ r reporting non-cuhivator household ex-
f̂eded the corresponding amount for cultivator 

households only in seven States, vi^.. Assam, 
Bihar, Madhya Pradesh, Mysore. Orissa. 

Punjab and West Bengal. The average ex
penditure per reporting non-cultivator house
hold was maximum at Rs. 311 in Mysore, 
followed by Rs. 146 in Gujarat and Rs. 133 
in Assam, while in the remaining States it 
varied between Rs. 49 and Rs. 116. 

Table Vl l I gives the percentage contribution 
of each asset-group in the total capital ex
penditure in non-farm business—separately 
for cultivator, non-cultivator and all rural 
households. 

It would bc seen that about 13 per cent of 
rural households in the country, falling in the 
two highest asset groups, together accounted for 
57 per cent of the total capital expenditure in 
non-farm business, while the households in 
the two lowest asset groups constituting 30 
per cent of all rural households accounted 
for hardly 6 per cent of the total expenditure. 
The concentration was even more marked in 
respect of cultivator households. The highest 
two asset groups representing about 17 per 
cent of the cultivator households accounted 
for about two-thirds of the total capital 
expenditure in non-farm business, while about 
16 per cent of the cultivators in the two lowest 
asset groups together incurred less than 2 
per cent of the total expenditure. 

About half of the non-cultivator households 
in the country had assets amounting to less 
than Rs. 500 per household ; they accounted 
for less than 6 per cent of the total expenditure 
in non-farm business of non-cultivators. It 
is interesting to note that a substantial share 
(about 23 per cent) of the total capital ex
penditure in non-farm business was incurred 
by non-cultivator households in one of the 
lower asset groups, viz., Rs. 1,000—Rs. 2,500 
(these households constituted 17 per cent 
of the total number of non-cultivator house
holds). The concentration of expenditure is 
again apparent in the case of non-cultivator 
households in the highest asset group, who 
accounted for another 23 per cent of the aggre
gate expenditure though they formed only 
one per cent of the total number of non-cul
tivators. 

The Statewise position regarding the con
tribution of each asset group in the total 
capital expenditure in non-farm business may 
be seen from Statement No. 11 of Appendix. 
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Relfltive Importance of Individual items of 
Non-Farm Business 

The proportion of cultivator, non-cultivator 
and all rural households in the country report

ing expenditure on individual items of non-
farm business and the percentage share of 
each item in the total capital expenditure are 
presented in Table IX—(Statewise data arc at 
Statement 13 of Appendix). 

T A B L E I X — E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F N O N - F A R M B U S 1 N E S S - - ( A L L - I N D I A ) 
( C A S H E X P E N D I T U R E ) 

Item 

Cultivators 

Propor
tion of Pcrccn-
housc- tagc 
holds share 
report- in the 

ing total 
(Per cxpcn-
cenl) diture 

Non-cultivators 

Aggre- Propor-
gatc tion of Pcrcen-

cxpcn- house- tage 
diture hoods share 
(in report- in the 

crores ing total 
of Rs.) (Per cxpcn-

cent) diture 

All rural 
households 

Aggre- Propor-
gate lion of Percen-

cxpen- house- tage 
holds share 

report- in the 
ing total 

diture 
(in 

crores 
ofRs. ) (Per expen-

cent) diture 

Aggre
gate 

expen
diture 
(in 

crores 
ofRa.) 

Land and buildings 

Production equipment and acces
sories 

Transport equipment 

Furniture Sc. fixtures 

Other capital expenditure in non-
farm business 

Total capital expenditure in non-
farm buainess 

0.4 

2.3 

2.6 

0.3 

0.3 

2i.2 

25.i 

41.0 

1.6 

S.5 

S.& 

8.1 

12.9 

0,5 

1.1 

0.4 

4.6 

2.3 

0.7 

0.7 

10.9 

39.S 

41.9 

3.5 

4.1 

1.3 

4.9 

5.2 

0.4 

0.5 

0.4 

Z.9 

2.5 

0.4 

0.4 

23.4 

29.6 

41.2 

2.0 

3.8 

5.4 100.0 31.4 7.7 100.0 12.4 

10.2 

13.0 

18.0 

0.9 

1.6 

6.0 100.0 43.8 

The proportion of households reporting ex
penditure on the individual items of non-farm 
business ranged from 0.4 per cent to 3 per 
cent for the different items. As regards the 
percentage share of expenditure on each item 
in the total, it is observed that, the item 
'transport equipment' accounted for about 
41 per cent and 42 per cent of the total expendi
ture of cultivator and non-cultivator house
holds respectively. 'Production equipment 
and accessories' accounted for 26 per cent 
and 40 per cent respectively of the total 
expenditure incurred by cultivator and non-
cultivator households, while the propor
tion of expenditure on 'land and buildings' 
was 28 per cent and 11 per cent, respec
tively. 

The two items, 'production equipment and 
accessories, and 'transport equipment*, 
together accounted for more than 66 

per cent of the total capital expenditure 
of cuhivators in non-farm business except 
in the States of Jammu & Kashmir 
(34 per cent), Uttar Pradesh (46 per cent), 
Kerala (52 per cent) and Mysore (57 per ccot). 
In the case of non-cultivators, these two items 
together accounted for more than 60 per cent 
of the total capital expenditure in non-farm 
business in all the States, except in Assam in 
which these items accounted for only 43 per 
cent of the total expenditure. In Assam, the 
item 'purchase of land and buildings' accounted 
for about 53 per cent of the total expenditure 
in non-farm business of non-cultivators-
The cultivator households of Uttar Pradesh 
also reported about 52 per cent of the total 
expenditure on purchase of land and build
ings. 

The expenditure on other items on non-
farm business was negligible. 
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Burrowings as Source of Finance for Capital 
Expenditure in Farm Business 

Asset-group-wise data on the proportion of 
huusehoids in the country who have reported 

borrowings for financing capital expenditure 
in farm business, the average amount borrowed 
per reporting household and the proportion 
of expenditure financed from borrowings are 
given in Table X. 

T A B L E X — B O R R O W I N G S F O R C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S — A L L - I N D I A 

Asset group 

Cultivators Non-cullivators All ruraJ households 

Propor Propor Propor
tion of tion of tion of 

Propor Aver expen Propor- Aver expen Propor Aver expen
tion of age diture lion of age diture tion of age diture 
borrow amount finan borrow amount finan borrow amount finan

ing per ced ing per ced ing per ced 
house report from house report from house report from 
holds ing borrow holds ing borrow holds ing borrow
(Per house ings (Per house ings (Per house ings 
cent) hold (Per cent) hold (Per cent) hold (Per 

(Rs.) cenl) (Rs.) cent) (R. . ) cent) 

Less Ihan Rs. 500 S.G 116 34.1 1.2 U 8 44.0 1.8 131 3S.7 

Rs, .-uiO—Rs. 1,000 6.6 163 42.6 2.4 230 43.0 4.8 179 42.7 

Rs, )/XiO—Rs. 2,500 . . 8.8 1S3 38.4 4.3 251 39.4 7.9 190 38.6 

Rs, 2,oOO—Rs. 5,000 .. 11.G 254 37.9 3.0 289 27.0 10.8 255 37.4 

Rs. ,xO'XI—Rs. 10,000 .. 14.4 352 36.1 4.3 3 U 33.3 13.6 351 36.0 

Rs. Jn̂ ooo—Ra. 20,000 . . .. 15.0 .564 33.1 4.1 504 36.4 14.4 563 33.1 

Rs. 20,000 and above . . .. 14.9 J,0fl3 26.7 2.6 1,123 35.7 14.2 L093 26.8 

-•Ml—:i,̂ sets group .. no 373 33.1 2.3 249 37.6 8.7 364 3-3.3 

U may be seen that about 11 per cent of 
'-'ulti\ators and 2 per cent of non-cultiva
tors resorted to borrowings for financing 
'̂ P̂ital expenditure in farm business. The 
proportion of households reporting borrow-
'ngs as well as the amount borrowed per re-
Portuig household progressively increased 
•rom the lowest to the highest asset group in 
respect of cultivator households. Further. 
'He proportion of expenditure financed from 
sorrowings in respect of cultivator households 
aeclined from 43 per cent for the asset 

group Rs. 500—Rs. 1,000, to about 27 per cent 
for the highest asset group. The proportion 
of expenditure financed from borrowings was 
relatively high for non-cultivators in the 
lowest three asset groups. 

The proportion of households reporting 
borrowings for financing expenditure on indi
vidual items of farm business and the amount 
borrowed per borrowing household are shown 
in Table XI. 
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lA l i l . i ; X ! — C A P I T A L K X P E N D I T L K K IN T A U M B U S I N L S S : P R O P O R T I O N OT" H < ) U S i : H O L D S 
K K P O K T I N C B O R R O W I N G S A N D A V E R A G E A M O U N T PER B O R R O W I N G H O U S E H O L D — A I . L - I N D I . A 

Cultivators Non-cultivators AU rural households 

Proportion Average Proportion .Average Proportion Average 
Item of house amount per of house amoum per of house amount per 

holds borrow holds borrow holds borrow
rrpDriing ing report ing ing reporting ing 

borroivings house bonowings house borrowings hr>use-
(Per cent) hold (Per cent) hold fPcr cent) hold (Per cent) 

(Rs.) 
(Per cent) 

(Rs.) (Rs.) 

1. Purchase of Land 1.0 996 0.2 5 3 0 0 6 0 

{52.1) (60.3) (52.3) 

2. Purchase of land rights 0.1 5 6 0 * 0.1 5 4 7 Purchase of land rights 
126.7) (27.3) 

3 . Reclamation of land 0.3 3 0 7 m 0.1 3 0 1 

(15.1) [15.2) 

4 . Bur. iing and other land improvements 0.9 2 4 6 0.1 1 6 0 0.7 2 4 4 Bur. iing and other land improvements 
(6.3) {12.5) {0.3) 

5 . Orchards &, plantation-i 0.1 3 8 2 — — 0.1 3SL' Orchards &, plantation-i 
(S.4) (0.7) 

6. Wells 0.6 5 8 6 * 0.4 581 

{23.9) • (23.5) 

7. Other irrigation resources 0.1 3 8 9 * « 
(4.0) 

8 . Agricultural implements, machinery, etc. 1.0 3 4 6 * O.S 3 4 3 

{^.9) {2.S) 

9 . Farm houses, grain golas, etc, . . 0.2 2 8 9 * 0.2 Farm houses, grain golas, etc, . . 
(0.5) (3.2) 

10. Purchase of livestock 7.9 2 4 5 1.9 2 0 9 6.3 
(••i6.3) (27.0) (35.3) 

U . Other capital expenditure in farm * « * 
business 

Total capital expenditure in farm 11.0 3 7 3 2.3 2 4 9 8.7 
business (19.0) (19.4) {19.8} 

—. . — ____ 1 — 

• Amount not specified as the proportion reporting is negligible. , , Negligible — Ni l 
I'igures in brackets indicate the percentage of households reporting borrowings to the number of househoJds rcpoMijig 

exiienditure on the particular item. 

The proportion of cultivator households re
porting borrowings for purchase of livestock 
was highest at about 8 per cent ; it was one 
per cent each in case of purchase of land, and 
agricultural implements, machinery, etc., 
while in case of other items it was less than one 
per cent. The average amount of borrowings 
per reporting household was highest at Rs. 996 
m case of 'purchase of land,' followed by 
expenditure on wells (Rs. 586) and purchase 
of land rights (Rs. 560). 

Among the households that reported capita' 
expenditure in farm business, about 20 per '-eni 
resorted to borrowings to finance the expen
diture. In case of cultivators reporting pur
chase of land, about 52 per cent rep*>fte'i 
borrowings, and of those reporting purchase 
of livestock, about 36 per cent resorted tt̂  
borrowings-

The average expenditure per household m 
respect of individual items of farm business 
and the proportion of expenditure financed 
from borrowings are given in Table Xtl 
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T A B L E X I I — C A P I T A L E X P E N D I I U R E O N I N D I V I D U A L I T E M S O F F A R M B U S I N E S S : 
P R O P O R T I O N F I N A N C E D F R O M B O R R O W I N G S — A L L - I N D I A 

Cultivators Non-ci Itivators All rural households 

Average Expenditure Average Expenditure Aver.age Expenditure 
expenditure financed expenditure financed cxpendilure financed 

Item per from per from per from 
hotisehold borrowings household borrowings household borrowings 

(Rs.) (Per cent) (Rs.) (Per cent; (Rs.) (Per cent) 

1. Purchase of land 2 3 . 4 42 9 3 . 8 32.5 1 8 . 1 42.4 
•1 Purchase of land rights 1 . 2 39.6 0 . 1 •IS.2 0 . 9 39.7 

3. Reclamation of land 3 . 6 28.0 0 . 2 41.0 2 . 7 28.2 

4. Bunding and other land improve-
1 1 . 1 20. u 0 , 3 33.1 8 . 2 20.6 

."). Orchards and plantations 1 . 4 21.3 — 1 . 0 21.3 

t>. Wells 8 . 9 37.4 0 . 2 44.2 6 . 6 37.5 

tether irrigation resources l . l 20.0 0 . 2 74.S O.O 24.1 

S. Agricultural implements etc. 1 4 . 1 24.9 0 . 3 3.3 1 0 . 4 24.8 

I'iirm houses etc. 3 . 6 14.4 0 . 3 8.0 2 . 7 14.2 

10. Purchase of livestock 5 5 . 2 35.0 9 . 7 40.5 4 3 . 1 35.3 

u . Other capital expenditure in 
0 . 6 18.3 farm business . , 0 . 7 17.8 78.5 0 . 6 18.3 

'I'otal capital expenditure in farm 
1 5 . 0 :i7.6 S I 5 . 2 business 1 2 4 . 3 33.1 1 5 . 0 :i7.6 S I 5 . 2 33.3 

. . Negligibi". — Nit. 

About 33 per cent of the total capital expen-
iliturc in farm busincss.of cultivator households 
and about 38 per cent of that of non-cuiti-
vator households was financed through bor
rowings. In case of cultivator households, 43 
per cent of the expenditure on purchase of 
land and 35 per cent of the expenditure on 
purchase of livestock was financed through 
borrowings. 

It will be seen from Statement No. 14 of 
Appendix that in all the States, borrowings 
played a significant role in financing the 
capital expenditure in farm business incurred 
by cultivator households. The proportion of 
e>̂ peiiditure thus financed was maximum in 
Rajasthan ( 54 per cent), followed by Madras 
(̂ 7̂ per cent) and Andhra Pradesh (39 per 
'̂ eiii). The proportion varied between 25 per 
«nt and 33 per cent in Gujarat. Kerala, 
Madhya Pradesh, Maharashtra. Mysore, 
Punjab and Uttar Pradesh. As regards indi
vidual items, it may be stated that cultivator 
households in all the States resorted to bor-
''̂ iwir.gs to a large extent to finance expenditure 

purchase of hind, land rights and livestock. 

Borrowings for capital expenditure in farm 
business in case of non-cultivator households 
were relatively unimportant. 

Borrowing as Source of Finance for Capital 
Expenditure in Non-Farm Business 

It may be seen from the Table XIII that, 
the proportion of households reporting bor
rowings for financing tho capital expenditure 
in non-farm business was very low and did 
not exceed 0.6 per cent for any asset group 
in case of cultivators and 1.2 per cent 
in the case of non-cultivators. Further, 
excepting for households in the highest 
asset group, the proportion of households 
reporting borrowings was uniformly higher for 
non-cultivator households as compared to 
cultivator households. The average amount 
per reporting household for cultivator and 
non-cultivator households was Rs. 379 and 
Rs. 203 respectively. In case of non-cultivator 
households, barring the lowest asset group, the 
proportion of expenditure financed from bor
rowings declined with the size of assets. The 
proportion of expenditure financed from bor
rowings was relatively high for non-cultivators 
in the lower asset groups. 
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Cullivators Non-cuhivators All rural households 

Propor Propor Propor
tion of tion of tion of 

Propor Aver expen Propor Aver expen Propor Aver expen
tion of age diture tion of age diture tion of age diture 
house amount finan house amount finan house amount finan

Asset group holds per ced holds per ced holds per ced Asset group 
report report ftom report report from repori- report from 

ing ing borrow ing ing borrow ing ing borrow
(Per house ings (Per house ings (Per house ings 
cent) hold (Per cent) hold (Per cent) hold (Per cent) 

(Rs.) cent) (Rs.) cent) (Rs.) cent) 

Less than Rs. 500 ., 0.2 53 20.7 0.3 52 20.0 0.3 52 20.2 

Rs. 500—Rs. 1,000 .. 0.3 53 17.1 0.6 141 25.4 0.4 107 23.2 

Rs.. 1,000—Rs. 2,500 0.2 167 23.7 0.6 297 20.5 0.3 217 2i.9 

Rs. 2,500—Rs. 5,000 0.3 190 21.8 0.5 462 19.6 0.3 238 21.0 

Rs. 5,000—Rs. 10,000 . . 0.3 390 22.9 1.1 406 18.4 0.4 393 21.7 

Rs. 10,000—Rs. 20,000 . . .. 0.6 442 18.6 1.2 185 4.8 0.6 412 16.1 

Rs. 20,000 and above O.S 1,360 16.6 0.4 600 1.4 0.5 1,323 14.1 

0.3 379 19.0 0.5 203 14.3 0.4 316 17.7 

The proportion of households reporting 
borrowings for financing capital expenditure 
on individual items of non-farm business was 
very low as may be seen from the Table XIV. 
The average amount borrowed per borrowing 
cultivator household was highest at Rs. 574 

in case of 'land and buildings*, followed by 'pro
duction equipment and accessories', for which 
the amount works out to Rs. 378. In case of 
non-cultivator households also the amount 
of borrowings per borrowing household was 
highest in case of land and buildings at Rs. 286. 

T A B L E X I V — C A P I T A L E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F N O N - F A R M B U S I N E S S : P R O P O R 
T I O N O F H O U S E H O L D S R E P O R T I N G B O R R O W I N G S A N D A V E R A G E A M O U N T P E R 

B O R R O W I N G H O U S E H O L D - ^ A L L - I N D I A 

Cultivators Non-cultivators AI! rural households 

Proportion Average Proportion Average Proportion Average 
of amount . of amount of amount 

Item households per households per households per 
reporting borrowing reporting borrowing reporting borrowini^ 

borrowings household borrow i ngs household borrowings household 
(Per cent) (Rs.) (Per cent) (Rs.) (Per cent) (Rs.) 

0.1 574 0.1 286 0.1 468 

(10.I) (14.7) (11.41 
Production equipment and accessories 0.1 378 0.2 222 0.2 31o Production equipment and accessories 

(5.6) (5.0) (5.4) 
254 0.2 287 0.1 158 0.2 254 

(5.3) (5.9) {5 .4 ) 
Furniture and fixtures 

(5.3) 
* * 

{5 .4 ) 
* 

Other capital expenditure in non- * 0.1 99 t 

farm business (5.6) 

Total capital expenditure in non- 0.3 379 0.5 203 0.4 316 
farm business (5.8) (6.2) (6.0) 

. . Negligible. 
* Amount not specified as the proportion reporting is negligible. 
Figures in brackets indicate the proportion of those households reporting borrowings to finance expenditure on 

a specifierl item to the households reporting expenditure on that particular item. 

T A U L E X I I I — B O R R O W I N G S FOR CAP IJ A L EXPENDirURE LN NON -FARM BUSINESS—ALL-INDIA 
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The proportions of expenditure financed 
from borrowings in respect of individual items 

of non-farm business for cultivator, non-
cultivator and all rural households are given 
in Table XV. 

T A B L E X V — C A P I T A L E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F N O N - F A R M B U S I N E S S 
P R O P O R T I O N F I N A N C E D F R O M B O R R O W I N G S — A L L - I N D I A 

Cultivators Non-cultivatori AU rural households 

Average Expenditure Average Expenditure Average Expenditure 
Item expenditure financed expenditure financed expenditure financed^ 

per from per from per from 
household borrowings household borrowings household borrowings 

(Rs.) {Per cent) (Rs.) (Per cent) (Rs.) (Per cent 

Land and buildings . . 1.8 13.i 0.7 25.7 1.5 15.0 

Production equipment and accessories l .G 30.3 2.7 19.2 1.9 26.1 

Transport equipment 2.6 25.6 2.8 7.5 2.6 13.3 

Furniture and fixtures 0.1 31.9 0.2 7.7 0.1 19.9 

Other capital expenditure in non- 0.2 16.1 0.3 13.6 0.2 15.4 
farm business 

Tola] capital expenditure in non-farm 6.2 19.0 6.8 li.3 6.4 17.7 
business 

it would be seen that about 30 per cent of 
the expenditure on production equipment and 
accessories and about 13 per cent of the expen
diture on land and buildings was financed 
from borrowings in case of cultivator house
holds. For non-cultivator households the 
corresponding proportions were 19 per cent 
and 26 per cent, respectively. 

Statement 15 of Appendix presents data on 
borrowings for financing capital expenditure 
in non-farm business in the individual States. 

Both cultivator and non-cultivator house
holds resorted to borrowings for financing the 
'Capital expenditure in non-farm business in 
all the States (barring only the non-cultivators 
in Jammu & Kashmir). 

In Andhra Pradesh and in Madras about 
8̂ per cent of the total capital expenditure in 

non-iarm business incurred by all rural house
holds was met through borrowings. The 
corresponding percentage was 27 inGujaratand 
28 in Rajasthan, while in the other States the 
percentage of expenditure financed through 
borrowings varied between 3 and 21. 

In the case of cultivator households, the 
share of borrowings in total expenditure was 
about 51, 45, 28 and 27 per cent in Madras, 

Gujarat, Andhra Pradesh and Rajasthan States 
respectively, while in the other States less than 
one-fourth of the expenditure was met through 
borrowings. 

A sizeable proportion of the expenditure 
of non-cultivator households was financed 
through borrowings in Andhra Pradesh (49 
per cent), Orissa and Rajasthan (26 per cent 
each) and Punjab (25 per cent). In the re
maining States the extent of borrowing for 
the purpose of financing capital expenditure 
in non-farm business was not considerable. 

Expenditure on Residential Plots, Residential 
Houses and Purchase of Durable Household 

Assets 

Data for all-India and for individual States 
on the proportion of households reporting, 
average expenditure and proportion financed 
from borrowings, in respect of cash expendi
ture on (/) purchase of residential plots and 
residential buildings, expenditure on repairs, 
additions, major alterations and construction 
of residential houses and (//) purchase of 
durable household assets are presented in State
ment No. 16 of Appendix. The aggregate 
expenditures for all-India in respect of these 
two items for cultivator, non-cultivator and 
all rural households are given in Table XVI. 
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T A B L E X V I — A G G R E G A T E E X P E N D I T U R E O N R E S I D E N T I A L P L O T S A N D H O U S E S A N D O N 
D U R A B L E H O U S E H O L D A S S E T S — A L L - I N D I A 

( C A S H E X P E N D I T U R E ) 
(in crorca of Rs.) 

Cuhivators Non-cultivators AU rural households 

Expenditure Expenditure Expenditure Expenditure Expenditure Expenditure 
on on on on on on 

Asset group residential durable residential durable residential durable Asset group 
plots, household plots, household plots, hotoschold 

etc. assets etc. assets etc. assets 

Less than Rs. 500 2.5 0 .2 5.5 1.1 7.9 1.3 

Rs. 60O—Rs. 1,000 . . 4.1 0.7 4.6 0.9 8.7 1.6 

Rs. 1,000—Rs. 2,500. . 17.3 2.4 c.y 1.3 23.2 3.6 

Rs. 2,500—Rs. 5,000 26.2 4.6 4.2 0.9 30.4 5.5 

Rs. 5,000—Rs.10,000.. 33.5 6.7 3.9 0.7 39.4 7.3 

Ra. 10,000—Rs. 20,000 45.4 7.5 i.y 0.6 47.3 8.0 

Rs. 20.000 and above 59.5 18.0 4,5 1.3 64.0 19.9 

All-assets g.oup IttO.6 40.7 30-4 fl-6 221-0 47-3 

The aggregate amounts of expenditure on 
these two items for all-India were of the 
order of Rs. 221 crores and Rs. 47 crores, 
respectively. About 86 per cent of the 
total expenditure on both residential plots, 
houses etc., and durable household assets, was 
incurred by cultivator households. The 
amount of expenditure increased uniformly 
from lower to the higher asset groups. The 
degree of concentration can be judged from 
the fact that, about 30 per cent of all rural 
households which fall in the lowest two asset 
groups account for only about 7 per cent of the 
total expenditure on residential plots, etc., 
and about 6 per cent of the expenditure on 
durable household assets, while 13 per cent of 
the households in the two uppermost asset 
groups account for more than half of the ex
penditure on each of these two items. 

It will be seen from Statement No. 16 of 
Appendix that, generally the percentage of 
households reporting expenditure on the two 
items, as also the amount per reporting house
hold and amount per household are higher for 
cultivator than for non-cultivator households. 
The proportion of households reporting 
expenditure on residential plots, buildings, 
etc., is much higher than that for expen
diture on durable household assets in all the 
States with the exception of Punjab, where the 

proportion of households reporting expen
diture on durable household assets is higher, 
both for cultivator and non-cultivator house
holds. 

About one-third of the rural households in 
the country reported expenditure on purchase 
of residential plots and houses, the average 
expenditure per reporting household being 
Rs. 96. Among the States, the proportion of 
cultivators reporting expenditure on 'purchase 
of residential plots and buildings etc' was 
highest at 79 per cent in Kerala followed by 
about 53 per cent in West Bengal and 49 per 
cent each in Bihar, Orissa and Uttar Pradesh, 
while in the remaining States it varied between 
13 per cent and 31 per cent. Among the non-
cultivators the proportion of households re
porting expenditure on this item was 66 per 
cent in Kerala, 51 per cent in Orissa and about 
36 per cent to 37 per cent each in Bihar, Uttar 
Pradesh and West Bengal while in the remain
ing States it ranged from 8 per cent in Mysore 
to 22 per cent in Madhya Pradesh. The average 
expenditure on residential plots and buildings 
per reporting cultivator household was highest 
at Rs. 384 in Jammu & Kashmir followed by 
Rs. 364 in Mysore, while for non-cultivators, it 
was highest in Jammu & Kashmir at Rs. 2S0 
followed by Madras at Rs. 207. Further, 
the proportion of cultivator households re-
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porting expenditure on this item was uniformly 
higher than the corresponding proportion of 
non-cultivator households in alltheStates excep
ting Jammu & Kashmir, Orissa and Punjab. 
The average expenditure per reporting cul
tivator household was also higher than that 
for reporting non-cultivator household in all the 
States except Madras and Madhya Pradesh. 

About one-tenth of the rural households in 
t h e country reported expenditure on durable 
household assets. About 11 per cent of cul-
tî ato^ households and 8 per cent of non-
cultivator households reported expenditure 
on this item. The proportion of reporting 
households was highest in Punjab for cultivator 
as well as for non-cultivator households. 

Average expenditure per reporting household 
and per household on durable household assets 
for alt-India worked out to about Rs. 66 and 
R s , 7 respectively. The expenditure was 
higher in case of cultivator as compared to 
non-cultivator households. Fpr cultivator 
households the expenditure per household at 
R s . 20 for Punjab was the liighest, while for 
non-cultivator households the per household 
expenditure of Rs. 1! for Jammu & Kashmir 
was the highest. 

Borrowed funds formed slightly more than 
one-fifth of the expenditure on residential 
plots etc., and a little over one-tenth of the 
expenditure on durable household assets— 
both for cultivator and non-cultivator house
holds. The average amount borrowed per 
household for cultivators at Rs. 38 was more 
than twice that for non-cultivators. In case 
of expenditure on residential plots, etc., for all 
rural households, the percentage of expenditure 
financed from borrowings varied from about 
5 per cent for Assam to about 44 per cent for 
Andhra Pradesh. Incase of durable house
hold assets the proportion financed from bor
rowings varied between less than one per cent 
for Assam to 27 per cent for Rajasthan 
(vWt' Statement No. 17 of Appendix). 

FIXED CAPITAL FORMATION IN 
THE RURAL HOUSEHOLD SECTOR 

The estimates of fixed capital formation 
presented here have been compiled by adopt
ing the'Expenditure of Funds' approach to 
'Capital formation. The expenditure on capital 
account of households which reflects the in

crease in the productive capacity is a measure 
of capital formation in the household sector. 
The Survey data on capital expenditure cover 
'maintenance expenditure' and' expenditure 
leading to assets formation' in respect of 
individual items. The estimates of expenditure 
on assets formation in farm business, non-
farm business and residential housing are 
presented here as constituting fixed capital 
formation of the rural household sector 
under these heads. While the estimates 
of capital expenditure presented in the 
preceding section relate only to expenditure 
in cash, the estimates presented in this section 
include expenditure in kind, value of owned 
assets and materials used and value of work 
done by members of the household and per
manent servants, all items having been suitably 
evaluated into monetary units. 

In respect of each of the items of capital 
expenditure in farm business, barring purchase 
of land, land rights, livestock and farm houses, 
cattle sheds, etc., a classification of the total 
expenditure into the two components, viz., 
maintenance expenditure and expenditure 
leading to assets formation was attempted. 
The gross expenditure leading to assets 
formation on all items together has been pre
sented under the head 'fixed capital formation 
in farm business'. 

The constituent items included in the 
calculation of fixed capital formation in 
farm business are : (0 reclamation of 
land, {ii) construction of new bunds and 
major alterations and additions to existing 
bunds and other land improvement works, 
{iii) new plantations and additions to existing 
orchards and plantations, {iv) construction 
of new wells and major alterations like broad
ening and deepening of existing wells, (v) con
struction of new irrigation resources and 
major alterations like broadening and deepen
ing of existing irrigation resources, {xi) pur
chase of new additional equipment (agricul
tural implements, machinery, transport cquip-
ment,etc.) of the traditional type and of the im
proved type, (tvV) construction of new structures, 
and major aUerations and additions to existing 
structures of farm houses, grain golas and cattle 
sheds, including those on the farm and 
(vm) other capital expenditure in farm business 
like new construction or works and major 
alterations and additions to existing construc
tion or works. 
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Data relating to capital expenditure in 
non-farm business were collected under various 
heads, such as, 'land and buildings,' 'produc
tion equipment and accessories, etc' In case 
of each item, barring purchase of land and 
buildings, the maintenance expenditure and the 
expenditure leading to assets formation were 
separately noted. The capital expenditure, 
excluding the expenditure on purchase of land 
and buildings and the maintenance expendi
ture on buildings, production equipment and 
other existing assets, has been presented as the 
capital formation in non-farm business. The 
constituent items included in the calculation of 
fixed capital formation in non-farm business 
are : (i) construction of new buildings, and 
major alterations and additions to existing 
buildings used for non-farm business, (/() pur
chase of new production equipment and acces
sories, (iii) purchase of new transport equip
ment and accessories, ((v) purchase of new 
furniture and fixtures and (v) other capital 
expenditure in non-farm business like new 
construction or works and major alterations 
and additions to existing construction or 
works. 

Estimates of capital formation in residential 
housing include expenditure on new cons
truction of residential houses and major 
alterations and additions to existing structures. 

Major alterations to existing structures were 
defined to include replacing of a thatched roof 
by a tiled roof, mud walls by stone walls, 
katcha floor by pucca floor and similar items 
of work which lead to an improvement in the 
life of the existing structures. Additions 
were defined to include construction of extra 
rooms, additional floor, etc., which increase 
the capacity and usefulness of the existing 
structures. 

The estimates of fixed capital formation 
presented here represent the expenditure exclud
ing that on repairs and replacement in case 
of plant and machinery, repairs and annual 
replanting in the case of orchards and planta
tions and repairs in the case of other items. No 
allowance has been made in regard to sale of 
assets or loss and damage due to accidents. 
Allowance has also not been made for expen
diture on reclamation of land which had gone 
out of use only temporarily. 

Capital formation in farm business 

The proportion of households reporting 
capital formation in farm business, the average 
amount per household and estimates of 
aggregate capital formation for cultivator, 
non-cultivator and all rural households in the 
country are presented in Table XVII. 

T A B L E X V I I - F I X E D C A P I T A t . F O R M A T I O N I N F A R M B U S I N E S S — A L L - I N D I A 

Cultivators Non-cultivators 

Asset group 

Less than Rs. 500 

Rs. 5tKt—Rs. 1,000 

Ri. 1,000—Rs. 2,500 

Ri. -2,500 —Rs . 5,000 

Rs. 5,000—Rs. 10,000 

Rs. 10,000 —Rs . 20,000 

Rs. 20,000 and ab«\c 

-•MJ-asscts gro(.i]> 

A U rural households 

Propor- Ave - Aggre- Propor- Ave - .\ggrc- Proper- Ave - AggiC-
tion of rage gate tion of rage gate lion of rage gaic 
house- per (in house- per (in house- per ( h 
holds house- crores holds house- crores holds house- croics 

repor- liold of rcpor- hold of rcpor- hold of 
(ing (Rs.) Rs.) ting (Rs.) Rs.) ting (Rs.) R^) 
(Per (Per (Per 
cent) cent) cent) 

10.1 

13.1 

16.0 

22.2 

2r.5 

3r>.3 

49.3 

23.:} 

3.4 

4.2 

6.7 

12. i) 

30.9 

6,1.4 

220.5 

32.7 

1.1 
(0.7) 

2.0 
(1.2^ 

8.4 
[5.1) 
15.1 

(9.2) 
28.9 

(17.6) 
35.3 

(21.4^ 
73.9 

(44.9.1 

164.7 
'100.(I) 

3.6 

3.3 

3.6 

3.3 

4.9 

5.0 

5.S 

0.3 

0.7 

1.0 

1.1 

2.0 

9.7 

34.4 

0.3 
(14.0) 

0.2 
(11.2) 

0.3 
(15.0) 

0 .1 
(0.6) 

0.2 
(7 .3 ) 

0.3 
(13.9) 

0.7 
(32.1) 

5.3 

9.0 

14.2 

20.3 

25.8 

33.7 

46.8 

I . l 

2.7 

5.5 

11.7 

28.7 

^ 2 . 0 

218.4 

3.G I . l 2.1 
(100.0) 

18.1 24.3 

:>n.l 
(17.4; 

-Sj . 0 

(li I. -t! 
74 l> 

f44.Ti 

(100-0) 

Figures in hrarkris sh.,w du- pcrceniaRc conlribulion of p.ich asset group to ihe UUa) for all asset groups. 
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A b o u t 18 per cent of the rural households 
in the country contributed towards capital 
formation in farm business and the average 
amount per household was about Rs. 24. A 
l itt!c less than one-fourth of the cultivator 
households and only 4 per cent of non-cultiva
tor households reported capital formation in 
farm business. Average capital formation per 
ciilii\ator household was Rs. 33 as compared 
to R e . I per non-cultivator household. The 
aggregate capital formation in farm business 
for ail rural households was Rs. 167 crores, of 
which Rs. 165 crores (98.8 per cent) was due 
to cultivator households alone. 

The percentage contribution of each asset 
group to the total capital formation increased 
with tire size of assets in respect of cultivator 
households—the highest asset group account
ing fv>r 45 per cent of the total. The three 
highest asset groups which together accounted 
for about 36 per cent of households contribu
ted about 84 per cent of the capital formation 
by all cuUivator households. In case of non-
i;ulti\ ator households, the proportion of house
holds reporting capital formation increased 
with tlie size o f the asset groups but the rate 
of increase was not as high, as in the case of 
culti\;Uors. Though the average amount 
per I'.ousehold shows increase from lowest 
to the highest asset group, the contribution 
of the different asset groups to the total 
does not show an increasing trend. Almost 
36 per cent o f the non-cultivators fall in the 
ihree lowest asset groups and together they 
Jccounted for only 40 per cent of the total 
'•'apiial formation in farm business, w'hile the 
'lighesi asset group which covers only one per 
cent of the non-cultivator households was res
ponsible for 32 per cent of the total. 

Among the individual States, the propor-
iion 0! reporting cuhivator households was 
M e s t for Punjab at 45 per cent followed by 
Orissa {% per cent) and Mysore (35 per cent), 
•̂ or the remaining States the percentage for 
'̂ uhivaior households varied between about 

for J.immu & Kashmir and about 27 for 
'Kerala. The average amount per household 

higliest at Rs. 85 for Mysore ; Gujarat 
next at Rs, 80 per household {\ide State-

"^e-ifNo. 18 of Appendix). 

In respect of non-cultivator households, the 
proportion reporting capital formation in 
farm business was much smaller than that for 
cultivator households. The proportion varied 
between less than one per cent for Jammu & 
Kashmir and Gujarat to about 10 per cent for 
Orissa. The average amount of capital for
mation per non-cultivator household was low 
in all the States—that for Assam being the 
highest at Rs. 3. 

The relative importance of individual items 
in the capital formation in farm business is 
given in Statement No. 19 of Appendix. 

It will be seen that, for the country as a 
whole, purchase of farm equipment was the 
most important item accounting for about 28 
per cent of the total capital formation in farm 
business. *Wells and other irrigation re
sources' was next in importance accounting for 
slightly more than one-fourth of the total, 
followed by 'Reclamation of land', the share 
of which worked out to 17 per cent. 

'Purchase of new additional equipment' con-
sthuted the most important item of capital 
formation in case of Andhra Pradesh, Gujarat, 
Madras, Punjab and Uttar Pradesh. Capital 
formation on 'Wells and other irrigation re
sources' claimed the highest share in Bihar, 
Madhya Pradesh, Maharashtra, Mysore and 
Rajasthan. About 61 and 57 per cent of the 
capital formation in Assam and Orissa res
pectively, was on 'Reclamation of land', while 
'Farm houses, grain golas, etc.,' accounted 
for about 62 and 4? per cent of the total 
capital formation in J a m m u & Kashmir and 
West Bengal. 'Orchards and plantations' 
was the most important item in Kerala ac
counting for 23 per cenl of the capital for
mation in farm business. 

Capital formation in non-farm business 

The proportion of households reporting 
capital formation, average amount per house
hold and the aggregate amount of capital 
formation in non-farm business for the coun
try are presented in Table XVIIl. 
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Cultivators Non-cullivaiors All rural households 

As*i-i group 

Propor Ave Aggre Piopdr- Avr- Aggre  Propor Ave Aggrf-
tion of rage gate UOIl of nige gate tion of rage ga(<-
house ppr (UJ housc- ]>n- (jii house per ijiv 
holds ciores liolds hijiiii'- crurcs holds house cruri . 

icpor- huld of r fpoi- iiotd of repor hold of 
lint; (Rs.) Rs.) ling ;RS,J Rs.) ting (Rs.) Rs,^ 
(Per (PCT 

Rs.) 
(Per 

cent; ceni) cent) 

1,2 0.4 0.1 1.7 0.5 0 , 4 1.6 0 . 4 II.."-

( 5 . 4 1 
1.0 0..-) 0.3 2,0 U,7 2.6 I . l 1 n 

(1.21 (9-0) 
1.5 1.2 1.0 5.5 5.8 1.8 2.3 2.1 3.;; 

(r..(ii (1^3.4) (11,'. 
1.8 l.G 1.9 5.S 8.5 1.1 2.2 2.3 ;i " 

(14.1) (lO.y 
2.1 3.7 3.r. 5.5 10.8 1.5 2.3 4.9 

(15.8\ (19.0) (l.i 7. 
2-2 8.9 4.8 S.O 20.6 O.H 2.5 9.9 

;21.9i (10.2) 
3.4 31.2 iO.O 9.0 75.9 1.5 3.8 33.7 I ! 

(45.5) (18.9) (3s ,-. 

1.9 4.4 22.1 3.4 4.3 7.8 2.3 4.4 2̂1.SI 
(100.0) (100.0) (1011.01 

Less dian Rs. fiOO 
Rs. 500 ^ R s . l.UOO . . 

Rs. 1,000 —Rs . 2.5O0 .. 
R,s. 2,500—Rs. 5,000 .. 

Rs. 5,000—Rs. 10,000 ., 

Rv. 10,000—K:*. 20,000 .. 

Rs. 20,00<) and above 

.Ml—assets group 

Pigiiics- in bracked s)»m' the pcn.cnlage conlribtrtinn of each avnl group ir (he loial fur all â .-ict groups. 

Only about 2 per cent of cultivator house
holds and less ihan 4 per cent of the non-cul
tivator households reported capital formation 
in non-farm business. The average capital 
formation for cidtivator as well as non-cul
tivator households was about Rs. 4.4 per 
house hold. The aggregate capital formation 
in non-farm business for all rural households 
for the country as a whole was of the order 
of Rs. 30 crores of which a little more than 
one-foriith was contributed by non-cuhivator 
households. 

Ihc proportion of households reporting and 
the average umount of capital formation per 
household increased uniformly from the lowest 
to the highest asset group both in respect of 
cullivalor and non-cultivator households, but 
llie \ariation is higher for non-cultivators com
pared to cultivators as may be seen from the 
Table XVIIl. Both the proportion reporting 
and average per household for each group 
were higher for non-cultivators. As in the 
CISC of farm business, capital formation is 
concentrated in the higher asset groups. The 
culiiv;\u>r liouschoidb in the highest asset 
croup accounted for about 46 per cent and the 

households in the three highest asset groups 
accounted for 83 per cent of the total caniul 
formation in non-farm business by all culiiva-
tnr households. In case of non-cuHi'.Lilor 
households about 50 per cent of the house
holds, which fall in the lowest asset group, 
accounted for only 5 per cent of the lotai 
capital formation, while 17 per cent of th; 
households with assets between Rs. I,0(K' am' 
Rs. 2,500 contributed about one-fourtii ol 
the total capilal formation. 

The Statewise data in respect of eMpil;'! 

formation in non-farm business arc prese'nici.* 
in Statement Nos. 18 and 20 of Appendix. 

Among cultivator households the peraniJî ^ 
of households reporting capital formain'n i"' 
non-furm business as also the average a'l'ou:! 
per Jiouseliold were much lower than IIK^ 
responding figures for capital formation n 
farm business in respect of all the States. 1̂ ''-
cultivator households of Kerala recordai ooi 
the highest percentage of reporting housc'ioU-
(6 per cent) as also the largest average an^'U'' 
of c.Tpital formation per household (R :̂. i*̂ -̂

l A U L K XVni—1-lXED O A I T I A I , I D R M A ' I [ O N IN N O N - l ' A K M 15US1NESS—ALL- INIJ IA 
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In respect of non-cultivator households the 
proportion of reporting households varied 
between one per cent for Orissa and about 7 
per cent for Punjab. The average amount per 
iiousehold varied between Re. I for Orissa 
and Rs. 14 for Mysore. 

Purchase of transport equipment, purchase 
o f new production equipment and accessories, 
construction of buildings for non-farm busi
ness accounted for 36 per cent. 29 per cent 
and 27 per cent respectively, of the total capital 
formation in non-farm business in the country. 

Among individual States, the item 'Purchase 
o f new production equipment and accessories' 

accounted for the highest percentage of total 
capital formation in Andhra Pradesh, Gujarat, 
Madras, Jammu & Kashmir, Orissa and West 
Bengal. 'Purchase of new transport equip
ment' claimed the highest share in Mysore, 
Bihar, Madhya Pradesh, Maharashtra, Punjab 
and Rajasthan States, while 'Construction of 
new structures' was relatively more important 
in Assam, Kerala and Uttar Pradesh. 

Capital formation in residential housing 

The proportion of reporting households, 
average amount per household and aggregate 
capital formation in residential housing are 
presented in Table XIX. 

T A B L E X C X — C A P I T A L FOUM.ATION I X R E S I D E N T I A L H O U S I N G — A L L - I N D I A 

Cultj valors Non-cuUivalors Al l lura! households 

Propor Ave  Aggre Propor Ave Aggre- Propor- Ave  Aggre 
tion of 
housc-

rage 
per 

gate 
(in 

tion of 
house

rage 
per 

gaic 
(in 

liu.i of 
house

rage 
per 

gate 
(in 

;\sset group holds house crores holds house creres holds house crores ;\sset group 
repor

ting 
(Per 
cenl) 

hold 
(Rs. ) 

of 
(Rs,) 

repor
ting 
(Per 
cent) 

hold 
(Rs.) 

of 
(Rs.) 

repor
ting 
(Per 
cenl) 

hold 
(Rs.) 

of 
(Rs.) 

Less Ihan Rs. 500 2.7 3.4 1 . 1 
(0 .8) 

2.0 2.0 2.4 
(14.7) 

2.2 2.8 3.5 
(2.3) 

Rs. 500—Rs. 1,000 . . 2.6 3.2 1.6 2.8 5.5 2.0 2.7 4.2 3.5 500—Rs. 1,000 . . 
(1.2) (12 . I ) (2 .3) 

Rs. 1,000—Rs. 2,500 . . 3.8 7.4 9.3 3.4 10.1 3.2 3.7 8.0 12.5 1,000—Rs. 2,500 . . 
(6 .8) (19.9) (8 .2 ) 

R.<. 2,500 —Rs . 5,000 . . 4.4 14.7 17.2 3.3 14.4 1.0 4.3 14.7 19.1 

Rs. 

2,500 —Rs . 5,000 . . 
(12.7) ( U . C ) (12.G) 

Rs. 5,000—Rs. 10,000 . . 4.9 24.3 22.7 4.2 30.0 2.2 4.S 24.7 25.0 

Rs. 
(10.7) (14.0) (16.4) 

Rs. 10,000—Rs. 20,000 . . 7.0 G5.3 35.3 4.7 36.8 1 .1 6.9 03.8 36.4 

Rs. 
(26.0) (6.8) (24.0; 

Rs. 20,000 and above 10.2 150.6 48.5 
(35.7) 

6.6 172.5 3.4 
(20,9) 

10.0 151.9 51.8 
(34.2) 

.Ml--^•scts group 4.7 27.0 135.7 2.7 8.8 10.1 4.2 22.1 151.8 

____ (IOO.O) (IOO.O) (IOO.O) 

Figures in brackets show the percentage contribution of each assel group (o the total for all asset groups. 

The aggregate capital formation in residen- lowest to the highest asset group for both culti-
hal housing for all households was around vators and non-cuhivators. While the average 
•̂ s. 152 crores, the respective shares of culti- amount also showed a similar trend among 
âtor and non-cultivator households being cultivators, no definite trend was observed 

about 89 and 11 per cent. The proportion among non-cultivators though the highest 
î eporting households as also the average asset group accounted for the largest percent-

P«r household generally increased from the age. The proportion of reporting households 
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among cultivators was about 5 per cent as 
compared to about 3 per cent for non-cultiva
tors—the difference mainly arising due to the 
higher reporting percentages in the two highest 
asset groups of cultivators. The average 
amount per cultivator household was over 3 
times the corresponding amount of about 
Rs. 9 for non-cultivators. The inter-asset 
group variation may be seen from the percent
age share of each asset group given by the 
figures in brackets in Table XIX. For cultivator 
households the percentage contribution increas
ed with the size of asset groups. About 
6 per cent of the cultivator households compris
ing the highest asset group accounted for 
sUghtly more than one-third of the total capital 
formation in housing, while the 6 per cent 
falling in the lowest asset group accounted for 
less than one per cent. Among non-cultiva
tors, about 50 per cent of the households 
which fall in the lowest asset group, contribu
ted 15 per cent of the total capital formation, 
while about one per cent of the households 
in the highest asset group accounted for 

over one-fifth of the total capital formation 
in housing. 'Construction of new structures' 
accounted for about two-thirds of the total 
capital formation in residential housing while 
major alterations and additions to existing 
structures accounted for the rest. 

Among individual States, the construction 
of new structures generally contributed for 
more than 60 per cent of the total capita! 
formation in residential housing, except in 
Gujarat, where it was sUghtly below 50 per 
cent. In Andhra Pradesh and Madras the 
share of 'new structures' was more than 
80 per cent {vide Statement No. 21 of 
Appendix). 

Total Fixed Capital Formation 

The estimates of aggregate and average 
amount per household in respect of total 
fixed capital formation in farm, and non-farm 
business and residential housing are presented 
in Table XX. 

T A B L E X X — T O T A L F I X E D C A P I T A L F O R M A T I O N — A L L - I N D I A 

Farm 
business 

Non-farm 
business 

Residential 
housing 

Total capital 
formation 

Average Aggre  Average Aggre  Average Aggre  Average Aggre
amount gate (in amount gate (in amount gate (in amount gate (ill 

per crores per crores per crores per crores 
house of house of house of house of 
hold Rs.) hold Rs. ) hold Rs. ) hold ( R O 
(Rs.) 

Rs.) 
(R5.) 

Rs. ) 
(Rs.) 

Rs. ) 
(Rs. ) 

Cultivators . . 32.7 164.7 4.4 22.1 27.0 135.7 64.1 322.5 

Non-cullivators 1.1 2.1 4.3 7.8 8.8 16.1 14.2 26.0 

Ail rural households . . 24.3 166.8 4.4 29.9 22.1 151.8 50.S 348.5 

The average amount of total capital forma
tion per cultivator household was Rs. 64 for 
all-India ; the average was highest for Mysore 
at Rs. 123 followed by Gujarat at Rs. 121 and 
Punjab at Rs. I I I . It was low (between Rs. 30 
and Rs. 37) in the States of Assam, Bihar, 
Madhya Pradesh, Orissa and West Bengal 
{vide Statement No. 18 of Appendix). 

The average total capital formation in res
pect of non-cultivaiors was Rs. 14 per house
hold for all-India ; the average was maximum 
for Jammu & Kashmir at Rs. 48 followed bv 

Punjab at Rs. 30 and Madras at Rs. 22. H 
was lowest for Orissa ;U Rs. 5 and was less 
than Rs. 10 for three other Stales viz., Andhra 
Pradesh, Assam and Maharashtra. 

The aggregate capital formation of the rural 
household sector in farm and non-farm busi
ness and residential housing amounted to 
Rs. 348.5 crores for the reference year. Of this 
48 per cent was in farm business, 43 per cent 
in residential housing and only 9 per cent 
non-farm business. About 92 per cent of the 
aggregate capital formation was due to culti
vator households. The non-cultivator house-
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holds accounted for a little over one per cent 
of the capital formation in farm business, over 
one-fourth of the capital formation in non-
farm business and about 11 per cent of that in 
residential housing. 

Among cultivator households, capital for
mation in farm business accounted for a little 
over one-half and residential housing 
accounted for about 42 per cent of the 

total fixed capital formation. In case of 
non-cuhivators, capital formation in non-farm 
business contributed 30 per cent and residen
tial housing about 62 per cent of the 
total. 

The asset-group wise aggregates of total 
fixed capital formation for cultivator, non-
cultivator and all rural households are presen
ted in the Table XXI. 

T A B L E X X I — T O T A L F I X E D C A P I T A L F O R M A T I O N B Y A S S E T G R O U P S — A L L - I N D I A 

Asset group 

Cultivators Non-cultivators A H rural households 

Percen Aggre  Percen Aggre Percen Aggre 
tage gate tage gate tage gate 

distri total distri total distri total 
bution capital bution capital bution capilal 

of forma of forma of forma
house tion house tion house tion 
holds (in holds (in holds (in 

crores crores crores 
o fRs . ) o fRs . ) of Rs.) 

6.5 2.3 49.4 3.1 17.0 5.4 
(0.7) ( U - 9 ) (1 .5 ) 

9.7 3.9 19.3 2.9 12.2 6.8 
(1.2) (11.1) (2 .0 ) 

24.8 19.1 17.4 5.4 22.9 24.5 
(5 .9 ) (20.7) (7 .0 ) 

23.3 34.2 7.1 3.1 19.0 37.3 
(10.6) (11.9) (10.7) 

18.6 55.1 4.1 3.9 24.7 59.0 
(17.1) (14.9) (16.9) 

10.7 75.4 • 1.6 2.2 8.3 77.6 
(23.4) (8 .4 ) (22.3) 

6.4 132.4 1.1 5.5 5.0 137.9 
(41.0) (21.1) (39.6) 

m.o 322.5 100.0 26.0 100.0 348.5 
(100.0) (100.0) (100.0) 

Less than Rs. 500 

Rs. 500—Rs. 1,000 

Rs. 1,000 — R s . 2,500 

Rs. 2 ,500—Rs. 5,000 

Rs. 5,000—Rs. 10,000 

Rs. 1 0 , 0 0 0 — R s . 20,000 

Rs- 20,000 and above 

AU-as5e{s group 

Figures in brackets show the percentage cotitributioo of each asset group to the total for ail asset groups. 

Among cultivator households, the share of 
each asset group increased from the lowest 
to the highest asset group. About 17 per cent 
of the households, falling in the two highest 
asset groups, accounted for more than 60 per 
cent of the total capital formation. The con
tribution of non-cultivator households did not 
show such trend, mainly because of the concen-
Jration of non-cultivator households in the 
lower asset groups. About half of the non-
cultivator households fall in the lowest asset 
Ŝ oup and their contribution to total was just 
about 12 per cent, while the highest asset group 
accounted for a httle over 21 per cent of the 
total capital formation, though only 1.1 per 
ênt of the non-cultivator households fall in 

tQis asset group. 

In respect of all rural households, percent
age contribution of capital formation in 
farm business to the total was highest for 
Assam (68.5 per cent). It was more than 60 
per cent in case of Mysore, Orissa, Gujarat, 
Maharashtra and Madras. It was lowest for 
Bihar at 21.9 per cent. 

The contribution of non-farm business to 
the total capital formation was uniformly 
low for all States ; the percentage for Kerala 
at 15.8 was the highest. 

Capital formation in residential housing 
contributed about 68 per cent of the total in 
case of Bihar and over 60 per cent of the total 
capital formation in West Bengal, Jammu & 
Kashmir and Rajasthan. 
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5. Percentage Share of each Asset Group in the Total Capital Expenditure in Farm 
Business 36-37 

6. Expenditure on individual items of Farm Business : Proportion of households 
reporting and Average per reporting household 38-39 

7. Percentage Expenditure on individual items of Farm Business 40-41 

8. Capital Expenditure in Farm Business—Purchase of Land 42-43 

9. Capital Expenditure in Farm in Business—Purchase of Livestock 44-45 

10. Capital Expenditure in Non-farm Business : Proportion of households re
porting, Average amount per household and Average amount per reporting 
household 46-47 

11. Percentage Share of each Asset Group in the Total Capital Expenditure in 
Non-farm Business 48-49 

12. Expenditure on individual items of Non-farm Business : Proportion of house
holds reporting, Average amount per reporting household and Average amount 
per household ^ '̂̂  

13. Percentage Expendhure on individual items of Non-farm Business 52 

14. Borrowings as source of finance for Capital Expenditure in Farm Business ... 53-54 

15. Borrowings as source of finance for Capital Expenditure in Non-farm Business... 55 

16. Expenditure on Residential Plots and Buildings and Durable Household 
Assets 56 

APPENDIX 

Statement Title 
No. Page 

1. Proportion of Cultivators and Non-cuhivators among Rural Households ... 29 

2. Percentage distribution of households according to Value of Assets and share 
of each Asset Group in the Total value of Assets 30-32 

TANGIBLE W E A L T H 

3. Average value of Tangible Assets per household and share of constituent items 
in Total Tangible Wealth 33 

CAPITAL EXPENDITURE 

4. Capital Expenditure in Farm Business : Proportion of households reporting, 
Average amount per household and Average amount per reporting 
household 34-35 



June 1965 feESERvE BANK OF INDIA BULLETIN 

17. Borrowings as source of finance for Expenditure on Residential Plots and 
Buildings and Durable Household Assets 

CAPITAL FORMATION 

18. Fixed Capital Formation 

19. Individual items of Fixed Capital Formation in Farm Business 

20. Individual items of Fixed Capital Formation in Non-farm Business 

21. Individual items of Fixed Capital Formation on Residential Housing 

Note:- ( 1 ) The iigures for Al l - India are inclusive of the Un ion Territories of Delhi. 
Htmachal Pradesh, Manipur and Tripura. 

(2) The figures for Madras are inclusive o f Pondichcrry. 

(3) The following symbols have been used : 
. . denotes negligible. — denotes nil. 

( 4 ) Sum of constituent items may not in all cases tally with the total as shown, 
due to rounding. 

2 9 

57 

58 

59 

60 

60 

S T A T E M E N T No . I — P R O P O R T I O N O F C U L T I V A T O R S A N D N O N - C U L T I V A T O R S A M O N G 
R U R A L H O U S E H O L D S 

State 
Proportion of 

cultivator 
hous e holds 
(percent ) 

Proporlion of 
non-cultivator 

hous eh olds 
(per cent) 

1 2 

1. Andhra Pradesh 65.4 34.6 

2. .\ssam 75.4 24.6 

•S. Hi liar 78.Z 21.8 

4. Gujarat 67.8 32.2 

5. Jammu & Kashmir 01.2 8.8 

•i. Kerala 80.5 l'J.-5 

Madhya Pradesh 78.6 21.4 

8. Madras 63.0 37.0 

9. Maharashtra 68.2 31.8 

10. ^Mysore 73.3 26.7 

11. Orissa 71.1 28.9 

12. Punjab 58.9 41.1 

Rajasthan 86.7 13.3 

1̂ - Uiiar Pradesh 80.0 26.0 

•̂ \'.\̂ t Bengal 67.0 33.0 

AU-India 73.4 26.6 
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S T A T E M E N T No . 2 — P E R C K N T A G K T > I S T R l B U T I O \ O F H O U S E H O L D S A C t J O R D l N G T O V A L U E O P ASSF.TS A N D S H A R E O F E A C H 
A S S L T G K O U l ' I N T H E T O I A L V A L U K O f A.SSLTS 

O 

State/Asset group 

Less than Rs. 500 - - Rs. 1,0U0— R5;. 2,500— Rs. 5,0(1(1— lU. 10,000— Rs. 20,000 All-assets 
Rs. 500 Rs. 1,000 Rs. 2,500 Rs. 5,00(> Rs. lO.OOD Rs. 20,000 ami above gronp 

A g g r e g a t e — — — — — _ — — ^ — — — — — — — 
value of Propor- Shure Propor- Share Propor- Share Propor- Shnrc Propor- Share Pro[Dor- Sharif Prnpor- Share Propor- Share 

assets tion oT of the (ion of of the. tidii uJ" of the tion of of ihe lion of of ihe lion of of the tion of of the tion of ol tho, 
house- asset house- asset house- asset house- Dssei house- asset house- ;issei house- asset Imnse- asset 
holds group holds group holds group holds group holds group holds group holds group holds group 

(in c rores (Per- (Per- (Per- (Per- (Per- (Per- (Pei'- (Per- (Per- ' (Per- (Per- (Per- (Per- (Per- (Per- (Per-
of Rs.) cent) cent) cent) ccnl) cent) cent) cent) cent) cent) cent) cent) cent) tent) cent) ceiu) rent) 

10 n J2 1 3 14 16 17 

C U L T I V . ^ T O R S 

1. Andhra Pradesh 32,r2.7 9 5 0 4 11 7 1 1 24 0 5 1 19 9 9 1 15 0 13 5 11 1 19 9 8 7 50 9 100 0 100 0 

•2. Assam 5,59.9 5 7 0 6 13 7 2 8 32 9 15 3 27 3 26 1 14 3 26 9 5 0 IS 5 1 1 9 8 100 0 100 0 

3. Bihar 40,64.6 11 6 0 5 11 5 1 3 24 3 5 9 19 9 10 5 15 n 15 8 10 0 20 4 7 6 45 6 100 0 U)0 0 

4. Gujarat I6,ai .4 1 8 0 I 5 I 0 4 18 9 3 8 23 4 9 7 23 3 19 0 17 0 27 1 10 5 39 9 100 0 100 0 

3. Jammu & Kashmir 3,13.4 0 7 3 4 0 4 20 4 5 6 32 5 IS 5 20 9 29 4 11 9 24 5 4 2 21 5 100 0 100 0 

6. Kerala . 12,82.1 17 2 0 7 12 I 1 4 22 3 5 8 17 7 10 1 15 4 17 4 9 4 21 0 5 9 43 7 100 0 100.0 

7. Madhya Pradesh . 22,23 6 4 3 0 3 10 3 I 6 29 7 10 2 26 5 18 9 IS 2.'> 5 7 6 20 7 3 1 22 9 100 0 100.0 

3. Madras .. 25,12 4 U 4 0 4 10 6 1 1 21 0 4 8 19 7 9 8 18 4 17 8 11 1 21 4 7 8 44 8 100 0 100.0 

9. Maharashtra . 26,48.3 4 9 0 2 9 1 1 0 22 7 5 0 22 4 11 6 20 4 20 4 13 2 25 8 7 3 36 5 100 0 100.0 

10. Mysore . 21.69.3 3 9 0 I 7 7 0 7 21 8 4 2 22 S 9 4 23 0 18 7 13 3 20 9 7 6 46 0 100 0 100.0 

11. Orissa . 10,54,7 3 8 0 3 9 2 1 6 32 4 12 4 28 8 23 0 17 4 27 0 6 2 IS 8 2 2 16 9 100 0 100.0 

12. Punjab . 24,48.6 0 8 3 5 0 2 11 0 1 3 16 4 4 0 23 0 11 1 22 2 21 1 23 2 02 3 100 0 100.0 

13. Rajasthan . 15,92.5 2 I 0 1 7 1 0 9 23 4 6 9 29 6 18 4 22 9 27 1 11 4 26 1 3 5 20 4 100 0 100.0 

14. Uttar Pradesh . 59,80.6 3 2 0 2 8 5 1 1 27 9 7 7 25 0 14 9 10 4 22 0 10 4 23 2 5 1 31 0 100 0 100.0 

15. West Bengal .. r6,3B.5 9 6 0 6 13 5 2 0 25 8 8 7 22 0 15 7 16 i 23 3 8 S 24 6 4 0 25 1 100 0 100.0 

Alt - Ind ia 3,37,77 6 6 .5 0 3 9 7 1 1 
24 

B 6 3 23 3 17 5 18 6 19 5 ro,7 22 2 6.4 38 
1 too 0 m.o 
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pi;kc:I;n j A<;k ijis j liuiu i loiv oy iiolskiioi.us ac;c;oko)iN'<_; to valui'; oi- ASSK. rs and shake of eac:h 
A S S E L i'.ROUV IN 'IHIl f O r A J . VAl.LIE OF ASSETS—Cmild 

Scate/Assct group Aggregate 
Less than Rs. .TOO— Rs. 1,000— Rs. 2,500— Rs. .'5,000— Rs, 10,000— 
Rs. GOO Rs. (,000 Rs. 2,.'500 Rs. 5,000 Rs. 10,000 Rs. 20,000 

' »8 ' " = B * " •• • • — • — 

value of Propor- Share Propor- Share Propor- Share Proper- Share Propor- Share Propor- Share 

(in crores 
of Rs.) 

tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

tion of of the 
house
holds 
(Per
cent) 

asset 
group 
(Per
cent) 

Rs. 20,000 
and above 

Propor- Share 
tion of of the 
house- asset 
holds group 
(Per- (Per
cent) cent) 

All-assets 
group 

Propor
tion of 
house
holds 
(Per-
eciitl 

9 10 12 13 14 15 16 

Share 
of the 
asset 
group 
(Per
cent) 

17 

N O N - C U L T I V A T O R S 

1. Andhra Pradesh 3,78.2 54.6 6.7 18.4 7.3 14 ,1 12 4 6 6 13.2 3.5 14.3 1.6 U .8 1.4 34.2 100.0 100,0 

Assam 82 9 39.4 5.9 22.fi 9.8 24.3 23.0 7 7 15.4 4,1 17.8 1.0 8 ,2 0.9 10,9 100.0 100,0 

3. Bihar 2,r5.0 66.2 9.6 17.2 9.6 16.1 19 1 5 6 15.0 3 . 2 17,2 1.1 11 1 0.7 18,5 100,0 100.0 

4. Gujarat 1,89.5 40.2 4.6 21.2 7.4 22,3 16 S 8 8 14.6 4.3 13.7 1.8 12 1 1,5 30.8 100.0 100.0 

5. Jammu & Kashmir 11.5 18.0 1.9 20.5 5.7 30.0 18 2 16 8 20.3 10.1 26.0 4.3 24 0 0.3 3.8 100.0 100.0 

0. Kerala 23.1 78.0 22.8 10.3 14.6 8.0 26 9 2 8 20.6 0.7 10.5 0.2 5 5 — — 100.0 100.0 

7, Ma<lhya Pradesh . 1.07.0 60.2 16,1 20,4 16.0 13.0 22 7 3 4 13.5 2.2 17.8 0.4 5 0 0 4 9.S 100,0 100.0 

S. Madras 3,14.« 60.4 6.8 13.9 6.0 12.4 U 9 6 8 15.1 4.0 17.1 1 3 n 5 1.2 31.5 100.0 IOO.O 

0. Maharashtra ),67.6 61.1 1 2 , 8 19.0 13.7 12.0 19 1 4 2 15,4 2 2 16.4 1,3 17 I 0,2 5.5 100.0 TOO.O 

I I I . Mysnre 2.02.5 40.6 3.4 18.4 5.8 18.9 13 6 10,9 17,2 7.6 24.4 2.4 15 3 1 3 20.4 100.0 100.0 

I I . Orissa 1,12.1 48.5 10.2 23.fi 14.0 17.5 23 2 6 3 18.5 3.0 16,8 0.9 10 4 0,2 6.9 100.0 100.0 

IJ. Punjab 4,41.6 18.S 1.4 22,9 4.3 28.4 11 7 11 5 10.5 9.2 17,0 5,4 19 0 3.8 36.0 100,0 100,0 

irj. Raj.tsthan 1,16.4 27.8 2.8 2QM 5.2 26.3 14, 9 10. 13.5 9,6 23-8 3.4 16 8 1.3 23.3 100.0 100.0 

!4. Utcir Ptadcsti 3,63.6 35.6 6.8 25,3 12.1 25.0 25,0 8 7 20.2 4,2 19.4 0.8 7 4 0 ,3 9.0 100.0 100,0 

1- West Bengal 3,18 8 55.3 6.5 16,3 5.E> 13.0 10. 6 7 0 12.5 3.9 14,0 2.7 18 5 1,8 31.9 100,0 100.0 

All-India 38,78.8 49.4 6.5 19.3 8.1 r7.4 t6.0 7. 1 14.S 4.1 17 2 (.6 13,2 r.i 24 2 roo 0 rooo 
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S T A T E M E N T No . 2 ~ P E R C E N T A G E D I S T R I B U T I O N O F H O U S E H O L D S A C C O R D I N G T O V A L U E O F A S S E T S A N D S H A R E O F E A C H 
A S S E T G R O U P I N T H E T O T A L V A L U E O F ASSETS C o n t l d . 

State/Asset group A g g r e g a t e 

Less than 
Rs. 500 

Rs. 500— Rs. 1,000— Rs. 2,500— Rs. 5.000— Rs. 10,000— Rs. 20,000 
Rs. 1,000 Rs. 2,500 Rs, 5,000 Rs. 10.000 Rs. 20,000 and above 

AH-assets 
group 

va lue of Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Pro|Jor- Share 
assets tion of of the tion of of the lion of of the tion of of ihe tion of of the tion of of the tion of of the I tion of of the 

house- asset house- asset house- asset house- asset house- asset house- asset house- asset house- asset 
holds group holds group holds group holds group holds group holds group holds group holds group 

(in crorfts (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Per- (Pcr-
of Rs.) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) cent) 

1 2 3 4 6 6 7 8 9 10 11 111 13 14 15 16 17 

A L L R U R A L H O U S E H O L D S » • 

3-
< 
ra 
EB 

1. Andhra Pradesh 35,90 9 25 1 I 0 14 0 1 8 20 6 5 9 15.3 9.5 1 1 0 13,6 7.8 19 0 6 2 49.2 100.0 100 0 

» • 

3-
< 
ra 
EB 

2. Assam . 6.42 8 14 0 I 2 15 9 3 7 30 7 16 3 22.5 24.7 11 8 25.7 4,0 17 2 1 1 11.1 100.0 100 0 

» • 

3-
< 
ra 
EB 3. Bihar . 42,79 6 21 3 1 0 12 7 1 7 22 5 6 6 16.8 10,7 12 6 15.8 8.0 20 0 6 I 44.3 100,0 100 0 > 
n 

4. Gujarat . 18,70 9 14 2 0 6 10 3 1 1 20 0 5 1 18.7 10.2 17 1 18.5 12.1 25 6 7 6 39.0 100.0 100 0 

5, Jammu & Kashmir 3.25 8 2 2 0 1 4 9 0 e 21 3 6 1 31.2 18.6 25 4 29.3 11.2 24 5 3 8 20.8 100,0 100 0 

6. Kerala . 13,05 2 29 I I 0 11 8 I 7 19 5 6 1 14.8 10.3 12 5 17.3 7.6 20 7 4 7 42.9 100.0 100 0 
> 
IB 

7. Madhya Pradesh . 23,30 6 16 3 1 0 12 4 2 2 26 I 10 7 21.6 18.7 15 0 25.2 6.1 20 0 2 3 22.3 100.0 100 0 r 

3 S. Madras 28,37 0 29 5 I 2 11 8 1 6 17 8 5 6 15.0 10.4 13 1 17.7 7.5 20 2 5 3 43.3 100.0 100 0 

r 

3 
9. Maharashtra 28,15 9 22 8 1 0 12 3 1 7 19 3 6 3 16.6 11.8 14 6 20.2 9.4 25 3 5 0 33.7 100.0 100 0 

10. Mysore 23,71 8 13 6 0 4 10 5 1 1 21 1 5 0 19.6 10.1 18 9 19.2 10.4 20 o 6 9 43.8 100,0 100 0 

11. Orissa 11,66 8 16 7 1 2 13 4 2 8 28 1 13 5 22.2 22.5 13 3 26.0 4.7 18 0 1 6 15,9 100.0 100 0 

12. Punjab 28,90 2 8 2 0 2 11 5 0 8 18 2 2 9 14.4 5.0 17 3 12.0 15.2 20 8 15 2 58,3 100,0 100 0 

13. Rajasthan 17,08 9 5 6 0 3 5 9 1 2 23 8 7 C 27.1 I S . I 21 1 26.8 10,3 25 5 3 2 20.6 100,0 100 o' 
14. Uttar Pradesh 63,44 3 9 7 0 6 1 1 9 I 7 27 3 8 7 22.2 15.2 16 4 21.8 8.5 22 3 4 1 29.8 100.0 100 0 

15. West Bengal . 19,57 3 24 7 I 6 14 4 2 6 21 6 9 0 17.0 15.2 12 2 21,8 6.8 23 6 3 3 26.2 100,0 100 0 I-
A U - t n d i a 3,6S,S6 4 17 9 0 a 12 2 1 7 22 9 7 1 19 0 12 7 14 7 19 3 8 3 21 4 5 0 37 .0 100.0 100 0 » 
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S T A T E M E N T N o . 3 — A V E R A G E V A L U E O F T A N G I B L E A S S E T S P E R H O U S E H O L D A N D S H A R E OF 
C O N S T I T U E N T I T E M S I N T H E T O T A L T A N G I B L E W E A L T H 

Percentage share i n total tangibl e assets of 

v a l u e o f Average Equipment 
T a n g i b l e per lucd in Farm 

a s s e t s household Durab le and N o n -
State ( i n c r o r v s (Rs. ) household farm busi

o f Rs . } 
(Rs. ) 

Land House Livestock assets ness and for o f Rs . } 
Property Transport 

1 2 3 4 5 6 7 

C U L T I V A T O R S 

1. Andhra Pradesh 3150 7704 71.6 16.4 6.4 4.4 2.1 
2, Assam 548 3356 66.7 24.7 11.7 4.3 2.5 
3. Bihar 3 W 3 6688 75.0 15.5 4.6 3.7 1.2 
4, Gujarat 1873 8737 58.3 20.9 10.2 6.3 5.2 
5. Jammu & Kashmir, 313 6446 54.6 27.1 11.5 5.7 1.2 
6. Kerala 1263 6273 70.0 21.6 1.7 5.5 1.3 
7. Madhya Pradesh 2200 4970 55.4 19.3 14.2 7.1 3.9 
8, Madras 2460 7185 72.4 16.3 4.6 4.6 3.0 
9. Maharashtra 2637 7004 70.6 14.4 8.2 3.1 3.7 

10. Mysore 2125 8593 69.9 17.0 6.S 4.0 2.6 
11, Orissa 1050 4413 63.2 21.8 7.6 5.1 2.4 
12, Punjab 2380 14631 62.1 21.4 8.0 5.3 3.2 
13, Rajasthan 1543 5680 46.2 21.3 17.0 10.9 4.6 
14. Uttar Pradesh 5922 6120 se,3 24.1 7.8 9.1 2.8 
15. •West Bengal 1624 4926 67.4 20.7 6.0 4.2 1.7 

A t l - l n d i a 33275 6609 6 4 . 4 19.3 7 .7 5 .7 2 . 8 

N O N - C U L T I V A T O R S 

1. Andhra Pradesh 363 1679 53.0 31.6 3.0 10.3 2.1 
2, Assam 70 1394 37.6 41.2 6.6 11.1 3.6 
3, Bihar 201 1207 44.5 40.3 3.5 8.6 3.0 
4. Gujarat 162 1784 8.7 58.9 6.7 16.7 8.9 
5. Jammu & Kashmir . 12 2641 26.S 50.9 7.4 13.1 2.4 
6. Kerala 23 466 24.2 41.9 3.5 19.4 12.0 
7, Madhya Pradesh i O I 841 23.2 44.4 9.2 18.2 6.1 
8. Madras 306 1525 42.3 39.6 2.3 11.5 4.2 
9, Maharashtra 163 928 3S.3 39.6 7.4 10.2 4.6 

10. Mysore 191 2122 48.0 36.9 3.1 9.2 2.8 
11. Orissa 112 1163 37.2 48.3 3.2 9.2 2.2 
12. Punjab 411 3627 42.4 38.9 5.5 10.4 2.8 
13. Rajasthan 102 2440 17.0 49.9 7.9 23.1 2.2 
14. Uttar Pradesh 347 1433 22.0 51.2 6.5 16.7 3.6 
15. West Bengal 294 1810 48.3 36.4 2.8 9.3 3.3 

AIMnd i a 2881 1574 38. 1 4 1 . 6 4 . 7 12,1 3 . 6 

L Andhra Pradesh 
2. .\ssam 
3. Bihar 
4- Gujarat 
5. Janiniu & Kashmi r 
6. Kfrala 
J Madhya Pradesh 
« Madias 
9. Maharashtra 

10. Mysore 
" • Orissa 
12. Punjab 
13. Rajasthan 
*. Uitar Pradesh 

VV est Bengal 

A L L R U R A L H O U S E H O L D S 

A l l - I n d i a 

3514 5619 69.6 17.1 6.1 5.0 2.2 
618 3023 54.5 26.6 11.2 5.1 2.6 

4195 5491 73.5 16.7 4.6 4.0 1.2 
1836 6496 53.9 24.2 9.9 6.4 5.6 

325 6111 •53.5 28.0 11.4 6.0 1.2 
1286 5137 69.2 21.8 1.7 5.8 1.4 
2301 4089 64.0 20.5 14.0 7.6 3.9 
2766 5093 69.1 18.0 4.4 5.4 3.1 
2800 5072 68.7 15.9 8.2 3.5 3.8 
2316 6864 68.1 18.7 6.2 4.4 2.5 
1162 3472 60.7 24.3 7.1 5.5 2.4 
2791 10113 59.2 24.0 7.6 6.1 3.1 
1645 5249 44.4 23.1 16.4 11.6 4.4 
6269 5182 54.4 25.6 7.7 9.5 2.7 
1919 3898 64.5 23.1 5.5 5.0 2.0 

36156 5267 6 2 . 3 2 1 . 1 7.5 6 . 2 2 . 8 

file:///ssam


34 RESERVE BANK OF INDIA BULLETIN June 1965 

S T A T E M E N T No . 4 - C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S : P R O P O R T I O N O F H O U S E H O L D S 
R E P O R T I N G A V E R A G E A M O U N T P E R H O U S E H O L D A N D A V E R A G E A M O U N T P E R 

R E P O R T I N G H O U S E H O L D 

Less than Rs. 500 Rs. 600—Rs. 1,000 Ra. 1,000—Rs. 2,500 Rs. 2,60i>—Rs. 5,000 

Slate/Asset group 

Propor- Aver- Aver- Propor- Aver- Aver- Propor- Aver- Aver- Propor- Aver Aver-
tion of age age tion of age age tion of age age tion of age age 
house- amount amount house- amount amount house- amotmt amount house- amount amount 
holds per per holds per per holds per per holds per per 
report- house- report- report- house- report- report- house- report report- house- report

ing hold ing ing hold ing ing hold ing ing hold ing 
(Per (Rj. ) house- {Per (Rs.) house- (Per (Rs.) house- (Per (Rs.) house 
cent) hold cent) hold cent) hold cent) hold 

(Rs.) (Rs.) (Rs.) (Rs.) 

1 8 9 10 11 
C U L T I V A T O R S 

1. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
6. Jammu & Kashmir 
6. Kerala 
7. Madhya Pradesh 
8. Madras 
9. Maharashtra 

10. Mysore 
11. Orissa 
12. Punjab 
13. Rajasthan 
14. Uttar Pradesh 
15. West Bengal 

Ari-tndia 

N O N - C U L T I V A T O R S 
1. .Andhra Pradesh 
2. ,\ssam 
3. Bihar 
4. Gujarat 
6. Jammu & Kashmir 
6. Kerala 
7. Madhya Pradesh 
8. Madras 
9. Maharashtra 

10. Mysore 
11. Orissa 
12. Punjab 
13. Rajasthan 
14. Uttar Pradesh 
15. West Bengal 

12 

20.9 18.6 89 30.5 35.4 116 37.2 68.2 183 47.6 104.0 218 
31.8 11,6 37 39.6 17.1 43 46.2 34.6 75 63.9 48.3 90 
19.0 3.8 20 24.4 9.6 39 39.8 26.9 68 55.9 38.1 68 
10.0 10.4 104 27.3 27.8 102 37.3 25.7 69 56.8 68.2 120 
9.1 11,0 120 li.7 42.3 289 24.2 51.0 210 30.8 53.5 174 

39.4 11.0 28 54.8 22.7 41 62.0 31.8 51 66.1 6S.6 104 
18.8 9.6 51 28.0 20.7 74 38.9 26,7 69 58.9 71.6 122 
23.3 24.4 105 33.8 45.9 136 42.7 51.3 120 52.0 104.0 200 
25.8 9.8 38 35.9 18.5 61 27.3 36.1 97 60.7 70.4 13S 
38.4 31.3 82 52.5 43.1 82 59.0 54,9 93 68.2 110.0 161 
18.5 5,1 28 26.5 20.4 77 42.4 21.2 50 60.2 43.6 72 
21.0 23.6 112 41.0 44.3 108 50.4 107.2 213 66.8 142.8 214 
14.9 31.5 212 30.6 62.0 203 38.3 78.6 205 65.4 151.6 274 
28.4 8.3 29 45.4 23.5 52 64.2 46.4 86 64.2 81.4 127 
29.6 12,0 41 37.1 14.8 40 48.2 32.5 67 61.0 40.4 66 

25.2 12.4 49 35 .5 25 .1 71 45 .1 42 .1 93 5 8 . 0 7 6 . 2 135 

6.0 4.4 73 9.6 14.6 164 11.2 50.5 463 15.1 67.8 441) 
5.7 5.8 101 7.3 2.3 32 10.6 9.3 88 12.0 40.2 335 
9.3 1.2 13 14.5 4.7 32 12.2 8.4 68 15.2 9.6 63 
3.0 1.7 67 3.1 3.7 118 6.4 12.3 190 3.8 4.2 109 
3.4 6,9 204 9.0 168.6 1882 10.2 68.7 673 12.7 58.1 457 

25.5 3.0 12 22.4 4.2 19 15.6 1.8 12 18.8 477.4 2546 
7.7 4.1 63 13.9 8.7 62 12.6 11.6 91 12.5 7.0 5i> 
8.5 4.4 52 9.9 13.9 140 12.8 35.2 276 12.5 20.0 
7.9 4.0 61 10.4 12.4 119 11.8 47.4 401 3.9 0.8 20 

JS.l 8.5 65 13.3 14.6 109 21.4 15.2 71 ir.6 16.6 91 
13.1 1.2 9 9.4 1.2 13 16.7 8.2 49 10.0 4.5 45 

8.4 12.3 146 16.2 25.6 158 19.3 35.3 183 21.7 50,0 230 
4.0 3.3 82 9.9 24.0 242 18.6 31.4 169 17.5 49.5 2S2 
9.4 5.4 57 13.9 22.6 163 17.8 36.0 202 17.5 28.3 162 
9.2 2.0 22 10.9 2.8 25 13.3 12.6 95 12.0 19.0 159 

9.1 3.9 43 11.6 13.1 113 14.6 2 7 . 6 189 14.0 3 ( . 9 227 All-India 

A L L R U R A L H O U S E H O L D S 
1. Andhra Pradesh 9.7 7.9 82 20.8 26.0 125 31.0 64.0 206 42.8 98.6 
2. Assam 13.7 7.6 65 28.3 11.9 42 39.2 29.7 76 50.3 47.6 
3. Bihar . 13.5 2.3 17 21.5 8.1 33 35.5 24.0 68 53.0 36.0 
4. Gujarat . 3.6 2.5 69 11.3 11.8 105 26.2 20.9 80 48.8 58.5 
5. Jammu & Kashmir . 4.9 8.0 162 12.6 88.6 704 22.5 53.2 236 29.9 53.7 
6. Kerala . 32.1 6.8 21 49.3 19.5 40 58.3 29.4 60 64.3 84.0 
7. Madhya Pradesh . 10.0 5.2 62 23.0 16.5 72 36.1 25.1 69 57.3 69.4 
8. Madras . 12.1 9.3 77 S3.4 32.0 137 35.0 47.1 136 45.4 90.0 
9. Maharashtra . 10.5 4.9 47 23.4 15.5 66 32.2 38.4 119 47.0 64.8 

10. M>*sore . 18.3 13.2 72 34.2 29.8 87 49.9 45.4 91 60.7 96.2 
I I . Orissa . 14.0 1.9 13 17.8 10,6 60 37.8 18.9 50 56.1 40.4 
12. Punjab . 9.2 13.0 141 20.6 29.0 140 30.4 61.0 201 52.0 112.3 
13. Rajasthan . 7.7 12.7 166 24.2 50.2 203 35.4 71,7 203 53.4 146.2 
14. Uttar Pradesh . 14.4 6.1 43 31.9 23.1 72 47.5 44.6 94 60.5 77.3 
15. West Bengal . 14.5 4.6 32 27.3 10.3 38 41.3 28.6 69 54.4 37.5 

A l l - I n d i a 13.4 6 .2 46 2 5 . 4 2 0 . 0 79 38 .9 3 9 , 2 101 5 3 . 6 73 .6 

231 
95 
08 

120 
179 
Ktl 
121 
198 
13S 
158 
73 

216 
274 
128 
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S T A T E M E N T N o . 4 — C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S : P R O P O R T I O N O F H O U S E H O L D S 
R E P O R T I N G , A V E R A G E A M O U N T P E R H O U S E H O L D A N D A V E R A G E A M O U N T P E R 

R E P O R T I N G HOUSEHOLD—Conc/ i/ . 

Rs. 5.000-Rs. 10,000 Rs. 10,000-Rs. 20,000 Rs, 20,000 and above AU-asscts group 

State/Asset group 

Propor- Aver- Aver- Propor- Aver- Avcr-
tlon of age age tion of age age 
house- amount amount house- amount amount 
holds per per holds per per 

report- house- report report- house- report
ing hold ing ing hold ing 

(Per (Rs.) house- (Per (Rs.) house-
cent) hold cent) hold 

13 14 15 16 17 18 

Propor- Aver-
tion of age 
house- amount 
holds per 

report- bouse-
I'ng hold 
(Per (Rs.) 
cent) 

Aver- Propor- Aver- Aver
age tion of age age 

amount house- amount amount 
per holds per per 

report- report- house- report
ing ing hold ing 

house- (Per) (Rs.) house
hold cent). hold 
(Rs.) (Ra.) 

19 20 21 22 23 24 

C U L T I V A T O R S 
I. Andhra Pradesh 47.2 140 6 298 62 S 346 4 552 74 i 842 8 U 3 8 44 5 176 2 396 

Assam . 65.8 70 2 120 66 0 144 9 217 67 6 419 4 620 49 2 49 6 101 

i! Bihar 68.9 88 0 128 78 2 91 1 117 90 9 267 1 294 51 0 58 4 U 5 
4. Gujarat 69.1 161 5 235 SO 4 334 8 416 86 5 676 8 783 60 7 188 0 310 
5. Jammu & Kashmir . 37.4 91 9 246 47 0 147 3 313 57 0 373 6 055 33 6 87 2 260 
«. Kerala 72.6 100 9 139 82 5 256 0 310 92 0 322 0 350 63 3 82 4 130 
7. Madhya Pradesh 66.2 114 8 173 82 5 234 1 284 87 9 726 4 827 52 1 90 9 175 
8. Madras 61.0 193 tl 317 66 1 331 1 501 86 0 965 9 1123 60 7 186 0 367 
9. Maharashtra 56.2 128 0 228 66 4 246 5 371 76 1 594 4 781 60 I 127 9 255 

iO. Mysore 74.9 217 0 290 84 2 357 5 424 93 9 1372 5 1461 69 6 243 6 351 
11. Orissa 65.3 78 3 119 71 7 157 3 219 79 5 316 8 399 51 8 51 9 lOO 
12. Punjab . 72.3 216 1 299 77 6 290 5 374 84 4 490 0 580 71 4 264 4 370 
13. Rajasthan 64.9 200 0 308 76 6 365 0 476 ST 8 600 1 733 64 3 176 6 325 
14. U t u r Pradesh 71.6 156 3 218 80 4 261 8 326 87 5 543 621 63 b 121 o 192 
15. West Bengal 74.8 69 0 92 80 7 117 6 146 90 4 230 11 255 56 6 51 3 90 

A I M n d i a 6 5 . 7 140.4 214 75 4 2 5 5 . 8 339 8 5 . 0 608 .4 716 55 5 124.3 224 

N O N - C U L T I V A T O R S 
L Andhra Pradesh . 23.3 64 9 236 25.0 133.8 535 20.7 156,6 757 9.9 22 8 254 
2. -Assam . 12.5 33 8 270 — — 11.1 0.2 2 8.0 9 5 119 
3, Bihar . 18.S 63 8 348 10.0 6.8 68 7.1 20.8 291 11.3 5 6 50 
i. Gujarat 7.8 10 6 136 3.1 3.6 115 3.7 3.7 100 4.1 5 2 126 
0. Jammu &, Kashmir . 9.1 20 8 229 28.6 74.4 260 — — — 0.8 71 4 730 
G. Kerala . 56.0 133 2 266 24.3 17 4 72 
~i. Madh>'a Pradesh . 16.4 10 4 68 — — — 78.8 316 10.0 6 5 65 
8. Madras . 13.3 30 5 229 28.0 104.3 372 13.0 27 2 208 10.0 13 3 133 
9. Maharashtra . 7.3 6 7 91 4.2 1,5 35 25.0 5^0 20 8.6 10 7 124 

10. Mysore . 29.6 43 I 146 30.4 102.0 335 25.0 25.4 102 17.0 16 9 99 
11. Orissa . 16.3 16 5 101 7.7 3.8 50 — — — 12.7 3 1 25 
12, 
13. 

Punjab . 23.2 84 9 366 24.7 75,0 303 29.0 154.2 531 17.8 41 6 234 12, 
13. H,ajasthan . 13.7 12 4 91 16.7 7.5 45 14.3 5.7 '•} 40 12.0 21 0 175 
14. Uttar Pradesh . 22.2 38 6 174 23.8 61.9 260 50.0 136.2 272 14.1 21 7 153 
15. V̂e3t Bengal . 21.4 25 4 118 31.2 27.4 88 42.4 55,8 flH32 11.9 7 3 61 

A l l - I n d i a 19.0 4 0 . 4 212 21 0 56 .7 270 2 4 . 1 8 1 . 2 337 n.6 15.0 129 

Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Jammu 5t Kashmir 
Kerala 
Madhya Pradesh 
Madras 
Maharashtra 
-M>"sore 
Orissa 

Rajasthan 
t-ttar Pradesh 
^^est Bengal 

A l l - I n d i a 

44.5 
&2.I 
66.1 
64.2 
36.4 
72.3 
64.6 
55.7 
53.8 
70.0 
62.1 
61.6 
61.8 
69.1 
69.2 

131.2 
67.1 
86.7 

149.4 
89.4 

101.2 
111.5 
175.3 
122.1 
198.4 
74.3 

187.5 
188.7 
150.2 
64.4 

A L L 
295 
129 
131 
234 
246 
140 
173 
316 
227 
283 
120 
305 
305 
217 
93 

R U R A L 
60.2 
62.7 
76.2 
76.8 
46.4 
82.1 
81.5 
63.6 
63.6 
80.8 
68.1 
69.9 
74.0 
79.3 
74.2 

H O U S E H O L D S 
332 I 552 70 0 789 9 1129 32 2 123 1 382 
135 7 217 56 8 331 6 594 39 / 39 7 102 
88 7 116 88 6 260 6 294 42 3 46 9 111 

319 I 416 81 2 634 I 781 42 5 129 0 304 
144 9 312 66 6 371 0 655 31 5 85 8 273 
254 8 310 92 0 322 0 350 55 7 69 7 123 
231 3 284 86 0 707 4 822 43 1 72 9 169 
316 2 497 79 8 886 8 nil 35 6 122 2 343 
235 7 370 75 4 586 2 777 36 9 90 6 245 
341 4 422 90 0 295 1 1440 55 4 183 1 330 
148 7 218 76 5 305 1 399 40 5 37 8 93 
259 1 371 78 8 466 8 579 49 4 172 9 350 
349 4 472 78 1 667 6 727 48 6 155 9 320 
258 0 325 87 0 637 5 618 53 2 101 3 190 
106 9 143 81 6 198 0 243 41 9 36 7 88 

245 4 338 81 5 578.2 710 4 3 . 8 95 2 217 



S T A T E M E N T N o . r > — P E R C E N T A G E S H A R E O F E A C H A S S E T G R O U P I N T H E T O T A L C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S 

State/Asset group 

Less than 
Rs. 500 

Propor- Share 
tion of of the 
bouT - asset 
holds group 

report- in the 
ing total 
(Per
cent) 

1 2 

Rs. 500— 
Rs. 1,000 

Propor- Share 
tion of of Ibc 
house- asset 
holds 
report

ing 
(Per-
(cent) 

group 
in the 
total 

Rs. 1,000— 
Rs. 2,500 

Propxjr- Share 
tion of of the 
liousc- asset 
holds group 

report- in the 
ing total 
(Per
cent) 

Rs. 2,500— 
Rs. 5,000 

Propor- Share 
tion of of the 
house- asset 
holds group 

report- in the 
ing total 

(Per
cent) 

Rs. 6,000— Rs. 10,000— Rs. 20,000 
Rs. 10,000 Rs. 20,000 and above 

Propor- Share 
tion of of the 
bouse- as,set 
holds group 

report- in the 
ing 

(Per
cent) 

total 

Propor- Share 
' lon of oftiic 
house- asset 
holds group 

report- in the 
ing total 

(Per
cent) 

Propor- Share 
tion of of the 
house- asset 
holds group 

report- in the 
ing total 

(Per
cent) 

All-assets 
group 

Propnr- Share 
tion of of the 
house- asset 
holds group 

report- in the 
ing total 

(Per-
cent) 

6 9 10 11 12 13 U 15 IG 

C U L T I V A T O R S 

1. Andhra Pradesh . . 20 9 1 0 30 5 rt 3 37 2 9.3 47.6 11 8 47 2 12.0 62.8 21 9 74 1 41.7 44.5 100.0 

2. Assam . . 31 8 1 3 39 0 4 7 46 2 22,9 53.9 20 6 55 a 20.3 66 9 14 6 67 6 9.6 49,2 100.0 

3. Bihar . . 19 0 0 7 24 4 1 9 39 8 n . 2 55.9 13 0 68 9 22.9 78 2 16 5 90 9 34.8 51.0 100.0 

4. Gujarat . . 10 0 0 I 27 3 0 8 37 3 2.C 50.8 8 5 69 1 20.0 80 4 30 0 86 5 37.8 60.7 100.0 

5. Jammu & Kashmir . . 9 1 0 1 14 7 1 7 24 2 11.9 30.8 19 9 37 4 28.3 47 0 20 1 57 0 17.9 33.6 100.0 

6. Kerala . . 39 4 2 3 54 8 3 3 62 0 8.6 66,1 14 7 72 6 18.9 82 5 29 1 92 0 23.1 63.3 100.0 

7. Madhya Pradesh . . . . 18 8 0 5 28 0 2 3 38 9 8.7 58.9 20 9 GG 2 23,3 82 5 19 6 87 9 24.7 52,1 100.0 

8. Madras . . 23 3 1 5 33 8 2 6 42 7 5.8 52,0 11 0 61 0 19.2 66 1 19 7 86 0 40.2 50.7 100.0 

0. Maharashtra . . 25 8 0 4 35 9 1 3 37 3 6.4 50,7 12 3 56 2 20.5 06 4 25 4 76 1 33.7 50.1 100.0 

10. Mysore . . 38 4 0 6 52 6 1 4 59 0 4.9 68.2 10 3 74 9 20.5 84 2 19 4 93 9 43.0 69.5 100.0 

11. Orissa . . 18 5 0 4 28 5 3 6 42 4 13,2 60,2 23 7 65 3 26.8 71 7 18 8 79 5 13.4 51.8 100.0 

12. Punjab . . 21 0 0 1 41 0 0 6 60 4 4,5 66.8 8 8 72 3 18.8 77 6 24 3 84 4 42.9 71.4 100.0 

13. Rajasthan . . . . 14 9 0 4 30 C 2 5 38 3 10.4 55.4 25 4 64 9 25.9 76 6 23 5 81 8 11.9 54.3 100.0 

14. Uttar Pradesh . . 28 4 0 2 45 4 1 C 54 2 10.7 64.2 17 2 71 6 25.0 80 4 22 4 87 5 22.8 63.0 100.0 

10, West Bengal . . 29 5 2 3 37 I 3 9 48 2 10,4 61.0 17 3 74 8 22.0 80 7 20 2 90 4 18.0 56.6 100.0 

A l l - Ind ia 15 2 0 .6 35 5 1 .9 45 .1 a.4 58.0 14.7 65.7 21.0 75.4 22 1 85.0 31.3 SS.5 roo.o 

P3 

m 

< 
tn 
03 > 

o 
Z 
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> 
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' ; r A T K M F N T Nt> G—EX ] 'KNDITLM<L O N I N D I V I D U A L I T K M S O F F A R M BUSLNESS -
PROPORTrON O F HOUSE^^^^ R E P O R T i N G A N D A V E R A G F . P E R R E P O R T I N G H O U S E H O L D 

Purchase of 
Land 

Purcliase of 
Land Rights 

Reclamation 
of Land 

Bunding and 
other Land 

improvements 

Orchards 
and 

Plantations 
Wells 

State/It em 
Propor- Aver-
tion of age 
house- per 
holds report-

report- ing 
ing housc-

(Per- hold 
cent) (R-!.) 

Propor- Aver-
tion of age 
house- per 
holds report-

report- ing 
ing house-

(Per- hold 
cent) (Rs.) 

liouse-
holds 

report
ing 

(Per
cent) 

J 

Aver Propor Aver Propor Aver Propor Aver
age tion of age tion of age tion of age 
per house per house per house per 

report holds report holds report holds report
ing report ing report ing report ing 

house ing house ing house ing house
hold (Per hold (Per hold (Per hold 
(Rs.) cent) (Rs.) cent) (Rs.) cent) (Rs.) 

6 7 8 9 10 11 12 

CULTIVATORS 
1. Andhra Pradesh.. 
2. Assam 
3. Bihar 
4. Gujarat 
5. Jammu & Kashmir 
6. Kerala . . 
7. Madhya Pradesh 
8. Madras . . 
9. Maharashtra 

10. Mysore . . 
11. Orissa 
12. Punjab . . 
13. R.-ijasthan 
14. Uttar Pradesh . . 
15. West Bengal 

A l l - Ind ia 

3.8 1.675 0. .1 1.430 1 .7 220 12 .0 132 0.2 112 2.4 500 

J .4 727 0. .2 244 8. .9 68 8 .5 34 1.1 83 3.7 28 

l.G 811 0. .1 282 0 .5 101 10. .6 31 0.5 32 1.0 217 

1.0 1,801 1. .0 164 0 .9 132 23. .6 108 0.2 188 4.0 412 

0.8 1,229 2. .4 119 4 .8 170 1.4 140 0.4 498 

2.2 1,083 0. 8 800 1. .9 200 17. 2 48 11.5 44 2.0 42 

1.7 754 0. 3 184 0. .6 120 14 '.4 77 0.2 201 1.6 42« 

2.S 1,950 
0. 

10 •> ..S 334 11. 6 89 0.6 135 4.6 53.-) 

l.G 1,642 0. 5 247 3. .6 129 19 .3 122 0.3 307 3.4 59 s 

2.7 1,368 
5 

1,000 2. .9 513 33 .4 142 4.8 286 3.6 654 

1.8 571 o'. l 75 0. .6 92 18 .9 46 0.3 40 0.6 13s 

1.8 2,066 0. 1 1,300 4 .3 100 9. . 7 54 0.3 278 5.6 112 

1.2 j ,m 0 .9 629 0 .4 194 5 .8 50 0.2 32 2.4 4.V.I 

1.4 T7I 0. 4 304 ] 4 159 13. .3 39 1.3 50 2.5 2uS 

2.6 654 -- 0 .9 108 19. .0 24 0.7 92 0.1 1,̂ 5 

\ . 9 1,202 0 .3 409 2 2 165 14.7 76 1.2 109 2 . 4 372 

N O N - C U L T l \ " . \ T O R S 
1. Andhra Pradesh.. 1.0 1,045 0.1 400 0.3 46 0.5 

2. Assam 0.0 807 -—• — — — 0.3 

3. Bihar 0.4 536 0.1 30U 
0.3 4. Gujarat „ — — — — 0.3 

5. Jammu & Kashmir 2.8 1.849 
6. Kerala 0.4 4.000 — 0.2 5 0.5 

7. Madhya Pradesh 0.3 296 — — - — 0.2 
8, Madras . . 0.2 1.235 — — 0.2 302 O.S 

9. Maharashtra 0.6 1,065 — — 0.3 40 0.3 
10. Mysore . • 0.5 848 — 0.1 200 1.8 
11. Orissa 0.2 183 — — 0.0 94 0.3 
12. Punjab 0.1 3,162 0.3 139 0.1 7,5 0.2 
13. Rajasthan — — — — — 0.8 
14. Uttar Pradesli . . 0.1 170 — - — — 0.5 
15. West Bengal 0.4 538 — — 0.1 30 1.3 

Al l - Ind ia 0 , 4 979 216 0 ,2 104 O S 

22 ~ — 

63 
0.6 

15 
152 
92 
70 
99 
30 
38 
51 
9 

22 

O.l 50 

20 

55 64 

1. Andhra Pradosii., 
2. Assam 
3. Bihar 
4. Guj.irut 
5. Jammu & Kiishmir 
6. Kerala 
7. Madhva Pradesh 
S. Madras . . 
9, Mahar;ishtra 

10. Mysore , , 
11. Orissa . . 
12. Punjab . , 
13. liajaslbaii 
14. Uttar Pradesh , . 
15. West IJengrd 

A l M n d i a 

0.1 
0.3 

— — 0.2 

0.2 
0.1 
0.3 
0.1 
O.S 

0.2 

0.2 

242 — -

IIT 
30 

475 
,1 

171 

ili2 

)6i 

A L L R U R A L H O U S E H O L O S 
2.S 1.595 0.1 1,172 1.2 206 S.O 131 0.1 112 1.6 

1.2 744 0.1 244 0.7 6.5 34 O.S 83 2.S -8 
1.3 794 0.1 285 0.4 101 8.3 31 0.4 32 0.8 :Jl7 
0.7 1,801 0.7 164 0.0 132 16.1 108 0.2 188 2.7 \V2 

1.0 1.370 , 2.2 119 4.4 170 1.4 144 0.4 4ltS 
41 

4-26 
1.9 ).194 0.7 800 1.6 19U 14.0 48 9.2 44 1.0 

4ltS 
41 

4-26 1.4 730 0.2 184 0.5 120 11.4 77 0.2 201 1.3 

4ltS 
41 

4-26 

1.9 1.920 10 1.8 332 7.4 90 0.4 135 2.0 '<'i~ 
:M 

i;4S 
i:i3 
172 

1.3 1.563 o'.'i 247 2.5 126 13.2 122 0.2 307 2.4 
'<'i~ 
:M 

i;4S 
i:i3 
172 

2.1 1,334 1.000 2.1 509 25.0 141 3.5 286 2.7 

'<'i~ 
:M 

i;4S 
i:i3 
172 

1.4 554 75 7.0 92 13.5 46 0.3 41 0.5 

'<'i~ 
:M 

i;4S 
i:i3 
172 1.1 2,115 0.2 471 2.6 99 5.8 54 0.2 278 3.6 

'<'i~ 
:M 

i;4S 
i:i3 
172 

1.0 L I U 0.8 629 0.4 194 5.1 56 0.2 32 2.1 

'<'i~ 
:M 

i;4S 
i:i3 
172 

I.l 703 0.3 304 I.l 1.59 10.8 39 1.1 50 2.0 

'<'i~ 
:M 

i;4S 
i:i3 
172 

1.9 ti45 — — 0.6 105 13.1 24 0.5 92 0.1 
36? 1.5 1,187 0 . 2 402 1.6 164 10.9 75 0 . 9 109 1.8 36? 
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S T A T E M E N T No. 6 — E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F F A K M B U S I N E S S -
P R O P O R T I O N O F H O U S E H O L D S R E P O R T I N G A N D A V E R A G E P E R R E P O R T I N G H O U S E H O L D — C o w W . 

Other 
irrigation 
resources 

State/Item 
Propor
tion of 
house
holds 

report
ing 

(Per
cent) 

Aver
age 
per 

report
ing 

housc-
liold 
(Rs.) 

Agricultural 
implements, 
Machinery, 
Transport 
equipment 

etc. 

Propor- Aver-
tion of age 
house- per 
holds report-

report- ing 
ing house-

(Pcr- hold 
cent) (Rs.) 

Farm houses 
Grain galas 
and Cattle 

sheds 

Other Capita! 
Purchase of Expenditure 
Livestock in Farm 

Business 

Propor
tion of 
house
holds 

report
ing 

(Per
cent) 

Aver
age 
per 

report 
ing 

house
hold 
(Rs.) 

propor
tion of 
house
holds 

report
ing 

(Per
cent) 

Aver
age 
per 

report
ing 

house
hold 
(Rs.) 

Propor
tion of 
house
holds 

report
ing 

(Per
cent) 

Aver
age 
per 

report
ing 

house
hold 
(Rs. ) 

Total Capital 
Expenditure 

m Farm 
Busificss 

Propor- Aver-
tion of age 
house- per 

- holds report-
report- ing 

ing house-
(Per- hold 
cent) (Rs.) 

13 14 15 16 17 18 19 20 21 22 23 24 

C U L T I V A T O R S 
I. .Vndhra Pradesh.. 0.7 118 16.0 107 4.7 75 24.0 243 0.1 525 44 J 396 
2 .Assam 8 27.0 30 7.9 44 14.2 145 4.7 21 49 2 101 
3. flihar o.'s 154 3S.0 14 3.0 46 16.8 189 0.2 27 51 0 115 
4. Ciujarat 2.7 146 44.0 140 1.8 445 14.S 347 0.4 137 60 7 310 
a. .lammu & Kashmir 1.5 40 16.4 17 3.t 495 15.S 266 — — 33 6 260 
6. Kerala 0.7 283 35.5 15 15.8 17 •J3.6 94 3.1 49 63 3 130 
'i. 

S. 
MadhyaPradesh. . O.l no 34.8 19 4.0 52 18.5 264 0.1 310 52 1 . 175 'i. 

S. .Madras . . 0.5 84 30.6 93 1.2 188 22.9 230 0.5 376 50 7 367 
9. Maharashtra O.S 215 •27.8 53 6.3 72 li.l 243 0.2 157 50 1 255 

JO. Mysore . , 2.0 112 48.6 57 1.8 296 23.6 273 1.1 670 69 -( 351 
11. 
12. 

(->rissa 0.2 60 30.4 17 11.3 20 12.8 120 O.l 58 51 S 100 11. 
12. Punjab 5.7 60 53.0 69 3.6 250 36.0 429 0.5 24 71 4 370 
!3. Rajasthan 1.1 108 33.4 63 I . e 113 29.9 396 G.l 129 54 3 325 
14. I'liar Pradesh 4.0 35 39.4 •20 7.S 48 30.7 269 0.2 140 63 0 192 
15. ^Vest Bengal 0.2 98 35.8 11 iff.A 28 34.1 135 0.2 108 56 6 90 

Alt - India 1.5 74 34.8 41 6.2 SV 21.7 254 0.5 151 55.5 224 

N O N - C U L T I V A T O R S 
1. Andhra Pradesh., O.l 2,075 1.2 16 0.5 28 0.3 139 — — 9 0 254 
2. ,-\«am 2.0 6 0.6 28 4.1 89 0.7 19 8 0 119 
3. Bihar 7.5 3 0.5 28 4.0 78 — — 11 3 50 
4. Gujarat . . 0.1 100 1.0 27 0.1 200 2.8 161 — — 4 1 126 
9 . _J,immu & Kashmir 0.3 139 4.0 13 0.3 218 6.7 259 — — 9 8 730 
6. Kerala — — 14.6 4 1.6 7 10.\ 22 — — 24 3 72 
7. M.idhya Pradesh 4.5 0 0.4 87 5.1 90 — — 10 0 65 
8. Madras . . — 2.5 24 — — 7.4 122 — — 10 0 133 
9. Maharashtra 2.8 7 1.0 18 4.9 85 — — ' 8 a 124 

10. M>-sorc , . 7.9 10 0.2 92 8.8 S9 — — 17 0 99 
W. Orissa 9.4 3 1.6 9 6.0 26 — — 12 7 25 
12. Punjab 0.1 42 3.2 13 0.1 300 14.6 240 0.1 370 17 S 

0 
234 

13. Rajasthan 1.9 9 0.4 125 10.0 201 — 1.2 
S 
0 175 

U. Ut-.)r Pradesh . . O.I 2 4.5 6 0.9 64 9.1 225 — — }4 1 153 
15. U'e;! Bengal — — 3.7 7 2.0 44 6.1 57 — — 11 9 61 

A l l - I n d i a 4.2 7 0.7 40 6.9 140 76 I I 6 129 

A L L R U R A L H O U S E H O L D S 
3i 382 I. .Ar.dhra Pradesh.. 0.5 253 lO.S 104 3.2 73 17.9 230 525 3i 2 382 

/\s'.am 8 •JO. 8 10 6.1 44 11.7 140 3.7 21 39 1 102 
!. B'th î- . , 0 4 154 31.7 13 2.4 45 14.0 183 0.2 27 42 3 111 
i, Gujarat I.S 145 30.1 139 1.2 442 11.0 332 0.2 137 42 5 304 
5. Jammu & Kashmir 1.4 42 15.4 16 3.0 492 15.0 266 — 

49 
31 5 273 

6. Kerala , . 0.6 283 31.7 14 n.o 17 21.0 87 2.5 49 55 7 125 
7, Madhya Pradesh 

0.6 
no 28.3 19 3.9 52 15.6 252 0.1 310 43 1 169 

5. M;t:Was . . 0.3 B4 20.2 90 0.7 188 17.2 213 0.3 370 35 6 343 
9. Maharashtra 0.5 215 19.9 51 4.6 68 9.8 218 0.2 157 36 9 245 

10. Mysore . , i.S 112 37.7 54 1.4 288 19.7 251 O.S 670 55 4 330 
U. 0.1 60 24.3 16 8.5 19 10.8 105 0.1 58 40 5 93 
12. PunJDb . , 3.4 50 32.5 67 2.1 250 27.6 388 0.3 51 49 4 350 
IJ. Raĵ '.Mhan 0.9 108 29.2 6? i.5 114 27.3 386 0 i 129 48 6 320 
U. ^ " a r Pradesh . . 3.2 35 32.4 20 6.4 49 26.3 260 0.2 146 53 2 190 
!o. _Wcsi^Btngal O.I 98 25.2 10 fl.9 28 11.4 122 O.l 108 41 S 88 

_ A ^ l n d i a l.l eo 26.6 >9 4.7 f 8 17.8 243 0.4 I S O 43 8 2t7 
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Purchase of 
Land 

Purchase of 
land rights 

Reclamation 
of Land 

Butiding 
and other 

Land 
improvements 

Orchards and 
Plantations Wells 

State/Item Propor- Percen- Propor- Percen- Propor- Percen- Propor- Percen- Propor- Percen- Propor- Percep
tion of 
house
holds 

report
ing 

tage tion of tage tion of tagc tion of tage 
to the house- to the hoiuc- to the house- to the 
total holds total holds total holds total 

expcn- report- expen- report- cxpen- report, expen
diture ing diture ing diture ing diture 

tion of tage tion of tagc 
house- lo the house- to thr-
holds total holds total 

report- expen- report- cxpen-
ing diture ing diture 

1 6 0 10 I I 

C U L T I V A T O R S 

1. Andhra Pradesh 3.8 35.9 O. l 
2. Assam . . 1.4 21.1 0.2 
3. Bihar 1.6 21.6 0 1 
4. Gujarat . . 1.0 9.3 1.0 
fi. Jammu & Kashmir O.S 12.0 — 
6. Kerala . . . . 2.2 29.5 0.8 
7. Madhya Pradesh 1.7 14.0 0.3 
8. Madras . . . . 2.8 29.9 
9. Maharashtra . . 1.6 20.6 0.5 

10. Mysore . . . . 2.7 15.2 
U . Orissa 1.8 20.0 0.1 
12. Punjab . . 1.8 14,3 0.1 
13. Rajasthan . . 1.2 7.6 0.9 
14. Uttar Pradesh . . 1.4 8,9 0 .4 
15. ^ V e 3 I Bengal 2.6 33,3 — 

0.6 
0.8 
0.4 
0.8 

8.0 
0.5 

i!o 
0.2 
0.1 
0.4 
3.1 
1.0 

1.7 
8.9 
0.5 
0.9 
2.4 
1.9 
0.6 
2.8 
3.6 
2.9 
9.6 
4.3 
0.4 
1.4 
0.9 

2.2 
12.3 
0.9 
0.6 
3.3 
4.7 
0.8 
4.9 
3.0 
6.0 

17.0 
1.6 
0 .4 
1,8 
1,9 

12.0 
8.5 

10.6 
23,6 

4.8 
17.2 
14.4 
11.6 
19.3 
33.4 
18.9 
9.7 
5.8 

13.3 
19.0 

9 .0 
5.8 
5.7 

13.6 
9 .3 

10.0 
12.3 
5 .6 

18.4 
19.4 
16.8 
2 .0 
1.8 
4 .3 
8.8 

0.2 
1.1 
0.5 
0.2 
1.4 

11.5 
0.2 
0.6 
0.3 
4.8 
0.3 
0.3 
0.2 
1.3 
0,7 

0.1 
1,8 
0.3 
0.2 
2.3 
6.1 
0.4 
0.5 
0.8 
5.6 
0.3 
0 .3 

0 .6 
1.3 

2.4 
3.7 
1.0 
4 .0 
0,4 
2.0 
1.6 
4.6 
3.4 
3.6 
0.6 
5.6 
2.4 
2.5 
0.1 

6,:.' 
2,1 
3,7 
8..S 
2.5 
1.0 
7.7 

13,1 
16.1 

9 . ( 1 

l.G 
3,7 
G.2 
4.3 
U.3 

A l l - l n d U 

1.9 
18.8 0.3 0.9 2.2 2.9 14.7 a.9 1.2 I.l 2 4 7.1 

N O N - C U L T I V A T O R S 

I. Andhra Pradesh 1.0 47.9 0.1 0.8 0.3 0 .6 0.5 2.0 — 0.1 O.I 
2. Assam 0.6 56.0 — — — — 0.3 0.7 — — 0.3 0.7 
3. Bihar 0.4 35.3 O.I 2.8 
4. Gujarat . . 0,3 3.4 — — — — 
«. Jammu & Kashmir 2.8 71.2 0.6 2.1 — — 
6. Kerala 0.4 82.8 — — 0.2 0.5 0.4 — — 0.2 
7. Madhya Pradesh 0.3 15.8 — — — — 0.2 4 .0 — — — — 
8. Madras . . 0.2 19.7 — — 0.2 4.8 0.2 1.1 — — 0.2 1.4 
9. Maharashtra 0.6 54.3 — — 0.3 1.0 0.3 2.1 — — O.I 0.1 

10. Mysore . . 0.5 26.7 — •— 0.1 1 3 1.8 10.6 — — 0.3 !>.0 
11. Orissa 0.2 12,1 — — 0.6 20.0 0.3 2.6 0,1 I . I 0.1 u 1 
12. Punjab . . 0.1 9.2 0.3 1.0 O.I 0.2 0.2 0.2 — — 0.8 3.3 
13. Rajasthan — — — — — — 0.8 1.8 — — — — 
14. Uttar Pradesh . . 0.1 0.6 — — — — 0.5 0.2 0.2 1,4 
15. West Bengal 0.4 32.9 — 0.1 0.3 1.3 3.9 — — — — 

A l l - I n d i a 0,4 25.1 0.4 0.2 1.0 0.5 1.7 0 2 1.5 

A L L R U R A L H O U S E H O L D S 
I. Andhra Pradesh 2.8 36 ,6 0.1 0 .6 1 .2 2.1 8.0 8.5 0.1 0, ,1 1, ,6 G.5 
2. Assam 1.2 23 ,2 0.1 0 .8 6, ,7 11.6 6.5 5.6 0.8 1, ,7 2, ,8 •2.0 
3. Bihar 1.3 21, ,9 0.1 0.4 0. 4 0.8 8.3 6 .6 0.4 0. ,3 0. ,8 3.6 
4, Gujarat . , 0.7 9. 2 0.7 0 .8 0 ,6 0 .6 16.1 13.4 0.2 0, ,2 2 ,7 S,6 
5. Jammu & Kashmir 1,0 16. .4 2 ,2 3,0 4 .4 8.6 1,4 2, .3 0. ,4 2,3 
6. Kerala 1.9 32, ,1 0.7 7.6 I. 6 4 .5 14.0 9.5 9,2 6 ,3 1 ,6 1.0 
7. Madhya Pradesh 1.4 14, ,0 0.2 0.6 0 5 0.8 11.4 12.1 0.2 0 .4 I, ,3 7.5 
8. Madras . . 1,9 29 .5 1 ,8 4 .9 7.4 5.4 0.4 0. .5 2, .9 
9. Maharashtra 1,3 21 ,9 0'.4 

o.b 
2, .5 3.5 13.2 17.8 0.2 0 .8 2, .4 15.5 

10. Mysore . . 2.1 15 .5 0.2 .1 5,9 25.0 19.2 3.5 5 .5 2, , 7 O.tJ 
I I . Orissa 1.4 19 ,8 O.I 7 .0 17.1 13.5 16.4 0.3 0. .3 0 ,6 1,6 
12. Punjab l . I 13, .8 0^2 0.5 2 .0 1.5 5.8 1.8 0.2 0 ,3 3 ,6 3.t> 
13. Rajasthan 1.0 7, ,5 0 8 3.0 0, .4 0.4 5.1 1.8 0.2 2, 1 il.l 
14. Uttar Pradesh . . 1.1 8 , 5 0,3 I .O 1, ,1 1.7 10.8 4.1 1.1 

a 
.6 2 .0 4.2 

15. West Bengal 1,9 33 .3 — — 0 .6 1.8 13.1 3.5 0.3 1 ,2 o' ,1 0.3 

A l l - I n d i a 15 19 I 0.2 0.9 1 .6 2.8 10.9 8.6 0.9 1 1 1. 6 TV 

S T A T E M E N T No. 7 — P E R C E N T A G E E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F F A R M B U S I N E S S 
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S T A T E M E N T No . 7 — P E R C E N T A G E E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F F A R M B U S I N E S S — C w w W . 

Other Agricuhural Farm 
irrigation Implements, houses, 
resources Machinery Grain 

and gAas etc-
Traruport 
equipment 

Piirchase 
of 

Livestock 

Other 
Capital 

Expenditure 
in Farm 
Business 

Total 
Capital 

Expenditure 
in Farm 
Business 

A g g r e 
g a t e 

e x p e n 
d i t u r e 

State/Item Pro Per Pro- Per Pro Per Pro Per Pro Per Pro Per
por cen I>or- cen por cen por cen por cen por. cen
tion tage tjon tage tion tage tion tage tion tage tion tage 
of to the of to the of to the of to the of to the of to the 

house total house total house total house total house total house total ( in 
holds ex- holds ex holds ex holds ex holds ex holds ex c r o r e s 
repor- pcndi- repor pendi repor- pendi repor pendi repor pendi repor pendi o f 
ting ture ting ture ting ture ting ture ting ture ting ture Rs. ) 

13 U IS 16 17 18 19 20 21 22 23 24 25 

L -Andhra Pradesh 0.7 0.5 
2. Assam 
3. Bihar . . . . 0.5 1.4 
4. Gujarat . . . . 2.7 2.1 
5. Jammu & Kashmir 1,5 0.7 
C. Kerala . . . . 0.7 2.4 
7. MadhyaPradesh 0.1 0.1 
8. Madras . . 0.6 0.2 
!l. Maharashtra . . 0.8 1.3 

1(1. Mysore . . 2.0 0.9 
11. Orissa - . . . 0.2 0.2 
12. Punjab . . . . 5.7 1.1 
13. Rajasthan . . 1.1 0.7 
U. Uttar Pradesh . . 4.0 1.2 
15. West Bengal . . 0.2 0.3 

C U L T I V A T O R S 

A l l - I n d i a 1.5 

1.1 
0.6 

1. Andhra Pradesh 0.1 8.6 
2. Assam . . , . — — 
3. Bihar . . . . — ~ 
•*• Gujarat . . 0.1 

Jammu & Kashmir 0.3 
t). Kerala . . , . — — 

Madhya Pradesh — — 
8. Madras . . . . — — 

Maharashtra — — 
M\-sot« . . . — _ 

11. Orissa . . . . — — 
12. Punjab . . . . 0.1 0.1 
13. Rajasthan . , •— — 

Lttar Pradesh . . 0.1 
lo- West Bengal . . — — 

A l l - I n d i a 

IC.O 9.7 4.7 2.0 24 .0 33 .0 0.1 O.I 44 .5 100 .0 72 .1 

27.0 5.5 7.9 7.0 14 .2 41 .6 4.7 2.0 49 .2 100 .0 7.6 

38.5 9.1 3.0 2.3 16 .8 54 .6 0.2 0.1 51 .0 100, .0 34 .9 

44.0 32.7 1.8 4.2 14 .8 27 .4 0.4 0.3 60, ,7 100, 0 3 6 . 0 

16.4 3.1 3.2 18.4 16 .8 48 .3 — — 33 ,6 100 .0 4 . 2 

35.9 6.3 15.8 3.3 23 .6 26 .8 3.1 1.8 63, 3 100, ,0 16,6 

34.8 7.4 4.9 2.8 18 ,5 53 .7 0.1 0.4 52. .1 100, .0 4 0 . 2 

30.6 15.4 1.2 1.2 22 .9 28 .3 0.5 0.9 50, , 7 100. .0 63 .7 

27.8 11.6 6.3 3.5 12 ,1 22 .9 0.2 0.2 50. .1 100. .0 4 8 . 2 

48,6 11.4 1.8 2.2 23 .6 26 ,5 1.1 3.0 69, , 5 100, ,0 6 0 . 3 

30.4 10.0 11.3 4.3 12 .8 29 .6 0.1 0.1 51 ,8 100, ,0 12.3 

53.0 13.9 3.6 3.4 36 .6 59, .3 0.5 71. 4 100, ,0 4 3 . 0 

33.4 n.9 1.6 I.O 29. ,9 67. 1 0.1 OA 54. 3 100. 0 4 8 . 0 

39.4 6.5 7.8 3.1 30, ,7 68. ,0 0.2 0.2 63. 0 100. 0 117.3 

35.8 7.4 16.8 9.1 14, .1 37. ,2 0.2 0.3 56. 6 100. 0 16.9 

3 4 . 8 1 1 . 4 6.2 2 9 21 .7 4 4 . 4 0.5 0 . 6 5 5 . 5 IOO.O 626 .0 

NON-CULTIVATORS 
1.2 0.8 0.6 0.8 6, .3 38, .6 — — 9, ,0 100, ,0 4 . 9 

2.0 1.2 0.6 1.8 4. .1 38, .1 0.7 1.5 8. ,0 100. .0 0 . 5 

7.5 4.0 0.5 2.6 4, ,0 55, 2 11. 3 100, ,0 0 . 9 

1.0 5.3 O.I 2.1 2. ,8 88, ,1 .— — 4, ,1 100 ,0 O S 

4.0 0.7 0.3 0.9 6. ,7 24, ,4 — — 9, ,8 100, .0 0 . 3 

14.6 3.1 1.6 0.6 10 .1 13 .0 — — 24, ,3 100, ,0 0 . 9 

4.5 3.9 0.4 5.8 5 ,1 70. ,4 — — 10, ,0 100, 0 0 . 8 

2.5 4.6 — — 7 .4 68, .4 — — JO. ,0 100. ,0 2.7 

2.8 1.8 i.O 1.7 4 ,9 38, ,9 — — 8, ,6 100. 0 1.9 

7.9 4.5 0.2 1.2 8 .8 46, .7 — — 17, ,0 100. ,0 1.5 

9.4 10.2 1.6 4.7 6 .0 49, .2 — — 12, ,7 100, ,0 0 . 3 

3.2 1.0 0.1 0.4 14 .6 83 ,9 0.1 0.6 17. .8 100, 0 4 . 7 

1.9 0.8 0.4 2.2 10, ,0 95. 1 — — 12. 0 100. 0 0 . 9 

4.5 I.O 0.9 2.6 9. ,1 94. 1 — — 14. I 100. 0 5.2 

3.7 3.7 2.0 11.8 6, ,1 47. ,6 — — 11. ,9 100. ,0 1.2 

4 . 2 2 .1 0 .7 1.8 6 .9 6 4 . 6 O . l I I . 6 100 0 27 .4 

ALT. RURAL HOUSEHOLDS 
10.8 9.1 3.2 1.9 17, 9 33. 4 0.1 32. 2 100. 0 7 7 . 0 

20.8 6.2 6.1 6.7 11 .7 41 .4 3.7 1.9 39 .1 100, .0 8.1 

31.7 9.0 2.4 2.4 14 .0 54 .5 0.2 0.1 42, ,3 100, ,0 35 .8 

30.1 . 2.3 1.2 4.2 11, .0 28, ,2 0.2 0.3 42. 5 100 0 36 .5 

15.4 2.9 3.0 17.1 15, .0 46, ,6 — — 31. ,5 100, .0 4 . 6 

31.7 6.2 13.0 3.2 21, ,0 26, .2 2.5 1.8 55, ,7 100, .0 17.5 

28.3 7.4 3.9 2.8 15, .6 54. ,0 0.1 0.4 43. I 100, ,0 4 1 . 0 

20.2 14.9 0.7 1.1 17 .2 29, ,9 0.3 0.9 35, 6 100, .0 6 6 . 4 

19.9 11.2 4.6 3.6 9, .8 23, ,5 0.2 0.2 36. 9 100 ,0 5 0 . 0 

37.7 11.2 1.4 2.1 19, .7 27, ,0 0.8 2.9 55. .4 100. ,0 6) .8 

24.3 10.0 8.5 4.3 10, ,8 30, 1 0.1 0.1 40. 5 100, ,0 12.7 

32.5 12.6 2.1 3.1 27, ,6 61. .8 0.3 0.1 49. 4 100. ,0 47 .7 

29.2 11.7 1.5 1.1 27, ,3 67. 6 0.1 0.1 48. 6 100. 0 4 8 . 9 

32.4 6.3 6.4 3.1 26, 3 69. 2 0.2 0.2 53. 2 100. 0 122.5 

25.2 7.1 11.9 9,2 U. ,4 37. 9 0.1 0.3 41. 9 100, 0 18.1 

2 6 . « 11 .0 4 . 7 2 .9 17.8 45 . 2 0 .4 0 . 6 4 3 . 8 100.0 6 5 3 . 5 

Andhra Pradesh 
Assam 
Bihar . . 
Gujarat . . 
Jammu & Kashinir 
Ktrala 
Madhya Pradesh 
Madras . . 
Maharashtra 
M>*sore . . 
O^isia 
P'Jnjab . . 
Rajasthan 
^ttar Pradesh . 
\V«t Bengal 

0.5 1.0 
0.4 
1.8 
1.4 
0.6 
0.3 
0.6 
1.6 
0.1 
3.4 
0.9 
3.2 
0.1 

1.4 
2.1 
0.7 
2.2 
0.1 
0.2 
1.2 
0.9 
0.2 
1.0 
0.6 
1.1 
0.3 

T T A l l - I nd i a 



S T A T E M E N T N o . 8 — C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S : P U R C H A S E O F L A N D 

Proportion of households reportmg (Per cent) Expenditure per reporting household (Rs.) 

State/Asset group Less 
than 

Rs. 500 

Rs. 
500-
Rs. 

1,000 

Rs. 
1,000-

Ra. 
2,500 

Rs. 
2,500-
Rs. 

5,000 

Rs. Rs, 
5,000- 10,000-
Rs. Rs. 

10,000 20,000 

Rs. 
20,000 
and 

above 

All -
assels 

group 

Less 
than 

Rs. 500 

Rs. 
500-
Rs. 

1,000 

Rs. 
1,000-

Rs. 
2,500 

Rs. 
2,600-

Rs. 
5,000 

Rs. 
5,000-

Rs. 
10,000 

Rs. 
10,000-

Rs. 
20,000 

Rs. 
20,000 

and 
above 

Al l -
asseta 
group 

I 2 3 4 s 6 7 8 9 10 11 12 13 14 15 16 

C U L T I V A T O R S 

1. Andhra Pradesh . . 0.8 0.9 3.2 4,7 3.2 5.6 8.9 3.8 148 672 614 782 868 2,770 3,691 1,675 

2. Assam — 0.2 1.0 1.4 2.3 4.7 11.8 1.4 — 100 672 387 720 624 2,150 727 

3 Bihar , . 0,3 0.4 1.5 1.4 3.0 2.1 2,3 1.6 40 267 572 652 980 654 1,553 811 

4. Gujarat — 0.5 0.3 0,7 1.0 1.9 l . B 1.0 — 277 288 690 1,766 1,998 3,105 1,801 

5. Jammu & Kashmir . . — 2.6 1.4 0.6 0.4 0,5 2.1 0.8 — 821 1,323 706 800 2,386 2,333 1,229 

6. Kerala 0.8 1.4 1.6 2.7 3.9 4.2 2.2 2.2 207 669 408 1,367 985 1,845 1,678 1,083 

7. Madhya Pradesh . . 1.6 1.1 0.8 2.1 2.0 3.1 3.0 1.7 89 621 537 620 895 881 1,882 754 

8. Madras 1.9 0.9 1.6 2.5 3.6 5.3 6.0 2.8 439 700 290 1,369 1,604 1,765 5,460 1,950 

9. Maharashtra — 0.8 1.6 1.2 1.7 2.7 2.8 l.e — 217 666 1,243 1,475 2,254 3,700 1,642 

10. Mysore 3.0 2.0 2.0 1.9 3,0 2.9 6.6 2.7 660 488 304 996 1,653 1,780 2,331 1,368 

I I . Orissa — 0.6 1.2 1,6 3.9 1.4 6.4 1.8 — 1,660 310 345 476 2,506 896 671 

12. Punjab — — 1.2 1.0 1.8 2.5 2.4 1.8 — — 1,283 635 1,287 2,182 3,202 2,066 

13. Rajasthan — 0.4 0.6 1.6 1.3 1.8 2.5 1.2 — 150 662 427 1,035 2,729 2,300 1,111 

14. Uttar Pradesh — 0.6 0.7 0.8 1.9 3.4 4.8 1.4 — 110 433 647 947 818 1,001 771 

15, West Bengal . . . . 0.9 1.2 2.3 1.9 3.7 6.9 5.5 2 .6 205 290 615 641 662 766 1,246 664 

A l U l n d i a 0 8 0 . 8 1.3 1 7 2.4 3.3 4 , 3 i.9 278 478 523 7«S 1,050 1,594 2.783 1.202 



M O N - C J U L ' I I V A T O R S 

I . A / i t i f i r a Pr.idesh . . 0.4 0.8 2.4 2 7 3.i 1 1,020 H I i l 1,3*14 1,038 2,600 — 1,045 
, \ . f . - . M i r l 0.8 — 0.4 2 7 — — — 0.6 633 1,000 1,300 — — — 867 

3. Hill.if 0.2 — 0.3 — 0.7 — — 0.4 50 500 — 788 — — 536 
4. G u j . i r a t 

5. Jammu & Kashmir . . — 4.5 4.1 3.6 — — — 2.8 — 3,454 1,230 678 — — — 1,849 

6. Kerala 6.2 25.0 0.4 _ _ _ 7,620 500 4.060 
7. Madhya Pradesh .'. 0.1 1.3 — — — — — 0.3 310 292 — — — — — 296 
8. Madras — — 1.3 — 1.3 — — 0.2 — — 1,313 1,000 — 1,235 
9. Maharashtra 0.2 0.9 2.3 — — — — 0.6 550 508 1,605 — — — 1,065 

10. Mysore 0.3 0.6 — 1.0 2.8 — — 0.5 1,000 1,563 
1,605 

675 500 — — 848 

11. Orissa 0.8 2.3 0.2 160 _ 250 183 
12. Punjab — — — — 0.7 — 1.6 0.1 — — — 1,825 — 4,600 3,162 
13. Rajasthan 

1,825 

14. Ifttar Pradesh — — 0.3 — — — 0.1 — — 170 — — — — 170 
IB. West Bengal . . 0,1 0.9 2.4 1.4 3.0 0.4 400 " — 700 417 1,000 — 250 538 

A l l - I n d i a 0 . 2 0 .3 0 . 7 0 . 8 1 6 0 . 3 0 . 8 0 . 4 438 813 1,002 1,541 829 2,600 2,089 979 

A L L R U R A L H O U S E H O L D S 

1. Andhra Pradesh . . 0.5 O.S 3.0 4.5 3.1 5,5 8.2 2,8 306 821 678 851 885 2,763 3,691 1,596 
2. Assam . . 0.6 0.2 0.9 1.5 2.1 4,4 9.3 1.2 533 100 702 527 720 624 2,150 744 
3. Bihar . . 0.2 0.3 1.3 1.3 3.2 2.0 2.3 1.3 46 257 570 652 958 654 1,553 794 
4. Gujarat — 0.2 0,2 (»,6 0.9 1.8 1.6 0.7 — 277 288 696 1,766 1,998 3,105 1,801 
5. Jammu & Kashmir — 3.3 1.8 0,8 0.4 0.5 2.1 1.0 — 2,138 1,296 699 806 2,386 2,333 1,376 

6. Kerala 0.4 1,2 1.4 2.8 4.2 4.1 2.2 1.9 207 569 408 1,888 953 1,845 1,678 1,194 
7. Madhya Pradesh 0.4 1,2 0.7 2.0 2.0 3.0 2.9 1.4 144 498 537 620 895 881 1,882 7S0 
8. \ladras 0.5 0.5 1.5 2.1 3.3 5.0 5.5 1,9 439 700 509 1,369 1,576 1,765 5,460 1,920 
9. Maharashtra . . 0,2 0.8 1.6 1.2 1.7 2.6 2.8 1.3 550 362 854 1,243 1,475 2,254 3,700 1,563 

10. Mysore 0.8 1.4 1.5 1.7 3.Q 2.7 6,2 2.1 670 703 304 969 1,538 1,780 2,331 1,334 

11. Orissa 0.3 1.2 1.4 3.8 1,3 6.2 1.4 1,650 290 345 466 2,605 896 554 
12. Punjab — — 0.4 0.7 1.6 2.1 2.3 1.1 — — 1,283 535 1,336 2,182 3,294 2,115 
13. Rajasthan — 0.3 0.5 1.5 1.2 1.7 2.3 1.0 — 150 662 427 1,035 2,729 2,300 1,111 
14. Uttar Pradesh — 0.3 0,6 0.8 1.8 3.3 4.7 I . l — 110 408 547 947 818 1.001 763 
15. West Bengal . . 0.3 0.8 2,0 2.0 3.4 5.2 5.0 1.9 254 290 531 603 667 766 1,135 645 

A l l - I n d i a 0 . 3 0 . 6 1.2 1.6 2 .4 3.2 4.1 1.5 331 550 579 805 1,039 1,602 2.775 1,187 

4^ 
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STATK^tE^ " I • No . 9 — C A P I T A L E X P E N D I T U R E I N F A R M B U S I N E S S : P U R C H A S E O F L I V E S T O C K 

Slate/.'Sssf [ grou)) 
Proportion of households reporting (Per cent; 

Less Rs. Kv. Rs. Ks. Ks. R^. Afl-
(hiin a(Ht- J,tHitt- 1'..JO0- 5,000- lO.OUO- 20,00(.i assets 
Rs. Rs, ks. Rs. Rs. and gioup^ 
oOO 1,(J00 2,50U J.OOft 10,000 l'U,000 above 

E>pi:ncliture per rtporling lioustboWi (Rs.i 

Less Rs. Ks. R:̂ . Rs. Rs. Rs. AiJ-
tfiaii 5 " " - iMi"'- 2.r>(X>- .'>.*Kio- 10,(H(0- i O . " " " osseis 
Rs, I^ . Ks. Rs. Rs. R-. and group 
OUO l.OUl) '2,nm 5,000 10,000 I'O.DOO above 

10 11 12 13 1 0 

C U L T I V A T O R S 

I. .-\ndhra Pradesh . . 14.3 19,6 22.8 23.2 28 0 31 8 28 2 24 0 114 134 175 211 285 333 423 243 

2. .Assam . 11.8 11.7 14.6 15.6 12 6 18 9 14 7 14 2 76 94 114 1,'i! 169 339 292 145 

3, Bihar 5.6 8.S 12,2 1G.7 v2 9 26 0 37 U 16 8 49 88 124 138 193 203 370 l«! l 

4. Gujarat . . 4.3 10.3 7.9 U . 5 15 4 23 1 24 1 14 S 111 i?OS 155 250 32'.> 411 r.2s 317 

5. Jannnu & Kashmir 4.6 6,0 9.7 14.1 20 1 22 5 22 5 15 S 230 30S 211 250 253 309 41 1 

ti. Kerala . 15.0 18,9 22,7 25.8 26 0 31 3 35 S 23 6 30 40 55 67 111 156 2-'H 04 

Madhya Pradesh 5.9 9.3 11.G 20.1 24 4 35 6 42 4 IS 5 117 120 146 213 270 383 042 2G4 

s. Madras . . . 13.0 19,8 22.8 22.6 25 0 25 8 34 0 22 9 100 171 162 187 255 323 397 230 

9. Maharashtra 6.2 9.2 10.1 12.6 14 4 13 3 15 1 12 1 96 102 157 187 256 294 603 243 

10. Mysore . 16.2 21.2 20.8 21.1 23 1 27 6 40 6 23 6 72 110 149 236 291 402 454 273 

11. Orissa . 10,4 7.1 10.1 14.2 13 5 21 9 32 0 12 8 39 80 81 97 137 212 284 120 

12. Punjab . . . 10,5 18.1 24.fi 36.8 39 0 38 7 41 6 36 6 172 227 327 319 391 436 570 429 

13. Rajasthan . 10,8 22.4 24.6 30.7 32 I 38 8 42 2 29 0 289 264 274 376 429 526 594 396 

14. Uttar Pradesh . . . 10,2 18.3 25.2 30.9 36 .•> 41 2 60 3 30 70 111 1.51 206 294 410 590 269 

15. West Bengal . 11,5 9,0 15.0 13.8 15 8 15 6 24 0 14 1 76 87 97 l;i5 155 211 291 135 

Al l India 10 6 M 2 17 8 21 8 25 4 29 5 35 2 21 7 79 123 (52 20? 279 343 487 254 
13 
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N O N - C U L T I V A T O R S 

4 4 7 r. s 4 10. 1 l>t.7 11.'1 «>l «M 2yr. 173 141 437 35U 139 
li a r/.o 3 0 .5.3 7.5 — 11.1 4.1 38 41 129 93 427 — 2 89 

3. Bihar 2 4 5.6 9 6.7 6-7 6.0 7.1 4 .0 40 74 102 136 77 125 270 78 
4. Gujarat 2 6 2.1 4 5 3.2 1.3 — — 2.8 64 144 262 121 600 — — 161 
5. Jammu & Kashmir 3 4 7.6 6 1 9.1 6.1 14.3 — 6.7 204 183 295 315 256 262 — 259 

6. Kerala . . . . 9 8 17.2 0 7 25.0 10.1 23 22 8 30 22 
7. Madhya Pradesh 4 3 5.1 7 3 7.5 7.7 — 25.0 5.1 81 85 100 88 125 - 226 90 
8. Madras 6 3 8.0 10 2 10.9 5.3 16.0 8.7 7.4 69 173 177 161 190 301 62 122 
9. Maharashtra 3 8 7.6 8 2 2.6 2.4 — — 4.9 71 92 H 7 28 18 — 85 

10. Mysore 8 1 6.4 11 8 5.9 12.7 17.4 8.3 8.8 60 67 U 3 84 162 84 150 89 

11. Oris.sa 6 8 3.S 7 2 5.6 7.0 6.0 11 17 46 70 l U 26 
12. Punjab 6 2 13.0 16 9 20.1 17.9 20.2 14.5 14.6 194 194 201 243 380 330 324 240 
13. Rajasthan 4.0 9.9 14 3 15,8 9.8 11.1 — 10.0 82 242 209 292 113 60 — 201 
14. Uttar Pradesh . . 5 3 8.9 12 0 11.7 15.7 14.3 37.5 9.1 101 238 290 236 201 385 197 225 
15. West Bengal 4 9 8.8 6 9 4 .8 4.3 10.4 12,1 6.1 26 30 65 156 86 193 238 57 

A l l - I n d i a 5 0 7 ,5 9 .6 9 .1 i P . i 1 1 . 3 10.2 6 .9 61 134 200 191 215 276 240 140 

. A L L R U R A L H O U S E H O L D S 

1. .\ndhra Pradesh 0 9 14.1 19 i 21.3 20.5 30.3 26.3 17.9 88 123 187 208 277 335 422 230 
2 .•\ssam G 1 9.4 12 3 14.7 12.2 17.7 14.0 U . 7 61 84 114 150 182 339 244 140 
3. Bihar 3 8 7.8 U 2 16.0 22.0 25.4 36.2 14.0 46 85 122 138 191 203 370 183 
4. Gujarat . . 2 8 4.8 6 7 10.2 14.3 22.0 22.5 n,o 70 190 181 244 330 411 528 332 
5. Jammu & Kashmir 3 6.6 9 2 13.9 19.6 22.2 22.4 15.0 212 256 218 252 253 308 411 266 

6. Kerala . 12 3 18.0 21 4 24.9 26.6 31.2 35.8 21.0 27 37 54 07 U l 156 258 87 
7. Madhya Pradesh 4 (i 7.8 11 1 19.7 23.9 35.2 41.9 15.6 90 112 142 212 269 383 635 252 
8. Miidras 7 9 14.7 19 ^ 20.6 22.8 25.1 31.9 17.2 84 172 J64 185 254 322 389 213 
9. Mahanishtra 4 •) 8.4 9 7 11.8 13.0 12.7 14.9 9,8 77 98 150 184 254 294 603 218 

10. Mysoi'e 0 S 14.3 18 6 18.8 22.0 26,8 38.8 19,7 64 iOI 143 229 283 389 451 251 

11. Orissa 7 i 5.4 9 6 13.5 13.1 20.7 30.9 10.8 17 57 76 96 136 212 284 105 
12. Punjab '. 0 4 13.9 19 7 31.3 34.4 36.0 38.8 27.6 192 202 258 303 389 427 561 388 
13. Rajasthan 0 3 18.5 23 1 30.0 30.8 37.6 39.8 27.3 200 260 268 374 423 520 594 3S6 
14. Uttar Pradesh . . 6 6 14.3 22 8 29.4 35.2 40.7 50.1 26.3 88 145 164 207 292 418 585 266 
15. West Bengal 6 6 8.9 13 4 12.5 14.6 14.9 21.8 11.4 49 66 94 126 153 209 286 122 

A l l - I n d i a 6 .5 I I . 4 16 2 2 0 . 5 2 4 . 2 2 8 . 6 3 3 . 8 17.8 69 126 158 208 277 362 482 243 

2 
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S I ' V n ' M l - N l - N o 1 0 — C A P I T A ! . K N I ' K N D H T Kl , I N N O N - F A R M B U S I N E S S : P R O P O R T I O N O F 
H O U S t T l O E D S R E P O R T I N G , A V E R A { ; [ ; AMOV-W PER H O U S E H O L D A N D A \ K R A G E A M O U N T 

PER K E K ) K T I N G H O U S E H O L D 

Less than Rs. 500 Rs. 500-Rs. 1,000 Rs. I,000-Rs. 2,500 Rs. 2,600-Rs. 5.000 

State/Asset group 

Aver- .Aver- Propor- Aver- .Aver- Pi-opor- Aver- Aver- Propor- Aver-
tion of age age tion of age age (tort of age age tion of age 
house- amount amount house-amount amount house-amount amount house-amount 

L . I J - T,rt1/Ji- Tier nr^r Vinlrlc rtfr N P R }lnli1<! T I P R 

Propor
tion of 

holds 
report

ing 

(Per
cent) 

per 
liouse-
hold 

(Rs.) 

per holds per per holds 
report- report- house- reix>n- report

ing ing hold itLg ing 
house- house
hold (Per- hold (Per-
(Rs.) cent) (Rs.) (Rs.) cent) 

per 
house' 
hold 

(Rs.) 

per holds per 
report- report- housc-

ing ing hold 
house

hold (Per-
(Rs.) cent) (Rs.) 

Aver
age 

amoujjt 
per-

repijii 

house-
hold 
(Rs, 

I 2 3 4 5 0 7 8 9 10 11 L' 

C U L T I V A T O R S 
1. Andhra Pradesh 2.1 0.5 2.8 0,5 18 1.7 0, ,8 48 1.9 1.3 O.l 

2. Assam l.S 0.2 14 1.5 0.5 34 1.2 1 .0 86 2.7 1.3 47 

3. Bihar 2.9 0.3 10 4.2 1.0 23 6.2 1, ,6 26 7.7 2.5 3:i 

4. Gujarat — — 1.0 0.8 4S 1.7 0 ,8 49 2.0 3.5 I7t 

5. Jatnmu & Kashmir — — — — — — 1.6 1 ,6 100 1.1 1.0 i'3 

6. Kerala 9.5 2,1 22 13.9 2.0 14 17.4 6, ,7 38 20.5 9.4 4(1 
Madhya Pradesh 1.1 0.3 28 1.4 0.1 9 1.3 0, ,2 12 0.6 0.1 1,7 

3. Madras 1.1 0.6 46 2.9 1.2 42 4.4 4 .6 105 6.3 3.0 47 

9. Maharashtra — — — 2.8 2.0 70 2.7 2. ,5 92 4.2 2.4 .̂ (i 

10. Mysore , . 1.0 0.2 20 2.5 0.8 31 1.6 0, .9 58 2.2 0.4 IT 
411 U. Orissa 0.7 5 1.8 0.7 37 1.0 0 .9 87 1.4 0.6 
IT 
411 

12. Punjab 5.3 o!5 10 2.4 0.5 20 5.8 2. .9 60 6.7 2,2 

13. Rajasthan 1.4 1.4 100 9,9 24 2.5 2 ,9 116 3.7 4.6 12.1 

14, Uttar Pradesh . , 3.7 0.1 3 5.C, 1.0 17 6.2 1, ,1 17 S.3 2.4 29 

15. \\est Bengal 2.0 0.4 18 2.6 0.5 19 6.3 2 ,6 41 6.5 3.7 •j7 

A l l - I n d i a 2,8 0 5 IB 3.B 0,9 23 4.3 1 .7 40 5.2 2.4 45 
N O N - C U L T I V A T O R S 

1, Andhra Pradesh 1.6 0.3 20 5.9 3. 8 65 4. .0 2.0 50 8.6 6, ,9 f)i) 

2. Assam 1.8 0.9 52 3.2 2. 3 73 3. .8 8.9 235 4.0 1 ,8 44 
3. Bihar 4.5 0.6 14 12.6 2. 6 ' 21 15. .5 10.6 68 10.5 3, .0 2<J 

4. Ciiijarat 2.1 1.2 60 7.0 5, 3 76 14. .1 12.6 89 19.6 26. .6 13(1 

5. .Jammu & Kashmir 1.7 0.2 10 3.0 1, .0 33 6 .1 7.8 128 3.6 3, ,3 00 

6. Kerala J2.8 2.4 19 24.1 14, 3 59 35. .6 19.0 53 31.2 24, .8 7!* 
7. jMadhya Pradesh 1.4 0.7 46 2.1 0. ,8 38 4. .0 2.2 56 5.0 0, .7 14 

8. Matlras . . 4.1 1.1 26 11.H 7, .4 63 21. .3 10.9 51 18.8 26, ,1 

9. Maharashtra 2.4 0.5 22 6.0 5, ,0 75 12. .3 3.1 25 13.0 2, I 16 
10. Mysore . . 2.4 0.4 17 6.4 1, 3 20 9. .6 3.4 36 1.0 0, ,2 15 
11. Orissa 0.6 0.1 11 3.0 0, 5 18 7 .2 8.9 125 5.6 12, ,5 225 
12. Piitijab 11.4 2,4 21 10.3 3. .2 31 IS .6 15.1 81 24.3 36 .S 151 

13. Rajasthan 3.4 0.3 9 5.4 0, ,4 6 6 .4 1.6 25 19.3 8, ,6 45 
14. Uttar Pradesh . . 5.9 1.0 16 12.8 2 5 20 17. .9 12,2 68 22.4 12, .4 55 
15. ^Vest Bengal 2.9 0.6 22 9 ,5 3' .9 41 13 . 7 8.6 62 7.2 2 .6 3fi 

A l l - I n d i a 3.6 0,6 22 8 6 3. 4 40 13.2 S B 67 M.O 12.5 89 

.ALL R U R A L H O U S E H O L D S m I. .Andhra Pradesh 1.7 0 .4 21 4.2 2 ,0 48 2 .2 1.1 49 2.9 2, ,0 m 
o As.san) 1.8 0.7 40 2.1 \ .1 55 1 .7 2,6 150 2.8 1 ,3 46 
3. Bih.ir 3.8 0 .5 13 6.7 1 .5 22 7 .(>' 3,0 39 7.9 2. 6 :i3 
4. Gujarat . . 1.9 1.1 60 5 2 3 ,8 73 6 2 5.1 82 4.7 6, .8 146 
5. Jammu & Kashmir 1.2 0.1 10 1.1 0 .4 33 2 .2 2 .4 110 1.2 I, I \is 
0. Kerala 11.1 2.3 20 15.6 4 ,1 26 18 .9 7.7 41 20.9 10 .0 48 
7. Madhya Pradesh 1.4 0.6 43 1.6 0 .4 22 1 .6 0.4 24 0.8 0, ,1 In 
8. Madras . . 3.4 0.9 28 6.8 3 .9 58 8 .8 6.3 71 8.4 6 .8 S2 
9. Maharashtra 2.1 0.4 22 4.7 3 .4 73 4 .0 2,6 57 4.9 2, ,3 4S 

10. Mysore , . 2.1 0.4 17 4.3 1 .0 23 3 .5 1.5 43 2.0 0, 3 17 
n*l 11. Orissa 0.6 0,1 10 2.4 0 .6 25 2 2 2.4 109 1.7 I ,6 IIJ 

12. Punjab , . 11.0 2.3 21 8.9 2 .7 30 14 '.0 10.7 77 12.5 13 .(•. ION 
13. Rajasthan 2.7 0.6 24 4.2 0 .7 17 .0 2.7 88 4.5 4 lU' 

14. l . l iar l'ra<lesh 5.3 0.8 14 8.7 1 .6 19 S .4 3,1 37 9.4 3 •) •>i 
-1 

15. West Bengal 2.7 0.6 21 5.2 1 .8 34 7 .S 3.8 49 6.6 3 . H 

A M - l n d i a 3.4 0.7 21 5.8 1 ,9 33 6 .1 3.2 52 6.1 3.4 7s 
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S T A T E M E N T N o . 10—CAPITAL E X P E N D I I U R E L\ N O N - F A R M B U S I N E S S : P R O P O R T I O N O F 
H O U S E H O L D S R E P O R T I N G , A V E R A G E A M O U N T P E R H O U S E H O L D A N D A V E R A G E 

A M O U N T P E R R E P O R T I N G H O U S E H O L D — 

Rs. 5,000-Rs. 10,000 Rs. 10,000-Rs. 20,000 Rs. 20,000 and above AU-assets group 

State/Asset group 

Propor- Aver - Aver-
tion of age age 
house- amtmnt amount 
holds per per 

report- house- report
ing hold ing 

house-
{Per- hold 
cent) (Rs. ) (Rs.) 

Propor- Avcr-
tion of age 
house- amount 
holds per 

report- house-
ing hold 

(Per
cent) (Rs.) 

Aver
age 

amount 
per 

report
ing 

house
hold 
(Rs.) 

Propor- Aver-
tion of age 

house- amotmt 
holds per 

report- h o u w 
ing hold 

(Per
cent) (Rs. ) 

Aver
age 

amount 
per 

report
ing 

house
hold 
(Rs.) 

Propor- Avcr-
tion of age 

house- amount 
holds per 

report- house-
ing lu>ld 

(Per
cent) (Rs. ) 

Aver
age 

amoun I 
per 

report
ing 

house
hold 
(Rs.) 

13 14 15 16 17 IS 19 20 21 22 23 24 
C U L T I V A T O R S 

I. Andhra Pradesh 1.5 2.2 142 1.6 1.8 ne 2.0 6.6 279 1.9 1.6 83 
2. .Assam 3.7 2.5 87 3.4 11.7 347 2.9 5.9 200 2.2 1.8 82 
3. Bihar 9.9 6.6 55 8.5 7.9 93 14.8 11-3 76 7.3 3.5 48 4. Gujarat 2.2 1-0 48 2.3 5.7 236 2.3 35.8 1587 2.0 6.0 297 
5. Jammu & Kashmir I.O 1.7 175 1.5 3.0 206 3.5 22.5 640 1.3 2.4 191 
6. Kerala . . 17.9 25.4 142 16.1 41.9 260 19.0 39.2 207 1C.2 13.9 86 
7, Madhya Pradesh J.S 1.0 55 -2.4 3.0 124 4.6 21.8 480 1.4 1.2 86 
8. Madras . . 5.0 4.6 92 7.8 9.8 12S 7.6 73.3 964 5.0 9.4 188 
9. Maharashtra S.4 10.4 310 3.3 3.4 104 6.7 140.2 2103 3.4 14.0 411 
10. Mysore . . 2.5 1.4 54 2.3 1.0 43 6.6 41.8 633 2.5 4.0 161 
n. Orissa 2.S 3.0 110 3.6 0.9 25 7.7 23.8 309 1.8 1.6 91 
12. Punjab . . 7.6 4.6 60 8.2 8.2 99 10.1 6.9 68 7.8 5.1 66 
13. Rajasthan 4.7 4.7 100 5.3 4.5 85 11.6 61.6 532 4.0 5.9 145 
u. Uttar Pradesh . . 9.4 7.9 84 13.2 33.0 260 20.2 81.9 407 8.7 10.1 117 
15. West Bengal 8.9 5.2 58 11.8 14.3 121 19.2 20.4 106 6.0 4,5 66 

A I I - I nd i a 6 0 5 . 5 93 7.0 12.0 171 10.6 4 4 . 2 418 5 . 4 6 2 116 
N O N - C U L T I V A T O R S 

I. Andhra Pradfsh 5.5 19.8 361 €.2 J3.8 220 3.4 2.5 72 3.4 2.5 73 
2. -Assam 2.5 0.1 5 10.0 43.3 433 11.1 33.3 300 3.0 4.0 133 
3. Bihar 11.7 104.0 891 29.0 176.2 881 21.4 26.1 117 8.5 8.0 94 
4. Gujarat 14.S 54.3 380 25.0 50.3 201 3S.3 194.8 584 8.8 12.8 146 
5. Jammu & Kashmir 3.0 1.8 60 14.3 38.0 270 — — — 4.3 5.0 116 
6. Krrala 25.0 161.0 644 100.0 2849.0 2849 — — — 16.5 11.8 71 
7. Madhya Pradesh 7.7 21.2 275 25.0 250.0 lOOO 25.0 2.2 9 2.3 2.2 95 
8. Madras . . iz.o 8.6 72 4.0 1.6 40 13.0 219.9 1686 8.7 7.8 90 
9. 
10. 

Maharashtra 12.2 8.7 71 25.0 20.6 82 25.0 250.0 1000 5.4 2.7 51 9. 
10. Mysore . , 2.8 22.8 808 13.0 42.6 327 16.7 867.5 5205 4.8 14.9 311 
ll. Orissa 2.3 o.e 25 2.6 2.5 95 
12. Punjab . . 31.8 20.2 63 30.3 21.3 70 32.3 45.4 141 18.4 U.4 78 
13. Rajasthan 5.9 3.4 57 33.3 20.7 62 42.9 111.4 260 8.1 4.0 49 
14. Uttar Pradesh . . 9.3 23.8 257 J9.0 63.8 335 50.0 35.8 72 12.5 6.7 54 
lo. West Bengal 10.0 8.0 80 8.3 30.6 367 18.2 191.4 1052 6.4 6.9 108 

A I M n d i a 11.6 2 3 . 9 205 18.0 46.8 260 21.4 146.0 681 7 . 7 6 . 8 8 8 

. . 
.Andhra Pradesh 
A »am 
Bihar 
Gujarat . . 
Jammu & Kashmir 
Kerala , . 
Madhya Pradesh 
Madras . , 
Maharashtra 

orii*.i .. .; 
Punjab , , 
Rajasthan 
Utt.u Pradesh .." 
*\«t Bengal 

Al l - Ind ia 

1.9 
3.6 

10.0 
3.1 
1.1 

18.0 
2.0 
5.8 
3.8 
2.6 
2.7 

12.9 
4.7 
9.4 
9.0 

A L L R U R A L 
4.1 
2.3 

10.9 
5.3 
1.7 

26.0 
1.6 
6.1 

10.3 
3.7 
2.B 
8.0 
4.6 
8.7 
5.4 

209 
64 

109 
170 
184 
149 
83 
87 

272 
143 
105 
62 
97 
93 
60 

1.9 
3.8 
8.8 
3.4 
1.9 

16.5 
2.7 
7.6 
4.2 
3.0 
3.4 

11.5 
6.6 

13.3 
11.4 

H O U S E H O L D S 
6 139 2.1 

362 
145 
223 
222 
331 
222 
123 
99 

121 
25 
88 
80 

263 
144 

4.6 
15.0 
4.2 
3.5 

19.0 
5.2 
8.1 
6.9 
7.2 
7.4 

72.3 
13.3 
20.6 
19.0 

5.4 
H . 6 
11.6 
45.9 
22.4 
39.2 
21.2 
95.6 

141.7 
89.2 
22.9 
10.8 
64.3 
81.2 
61.9 

253 
250 
78 

1086 
640 
207 
413 
1062 
2048 
1243 
309 
88 

484 
394 
273 

2.4 
2.4 
7.6 
4.2 
1.5 

16.2 
1.6 
6.4 
4.0 
3.1 
2.1 

12.1 
4.6 
9.4 
6.7 

1.9 
2.3 
4 .5 
8.2 
2.6 

13.5 
1.4 
8.8 

10.4 
6 .9 
1.9 
9 .0 
5.6 
9 .4 
5.3 

6 . 4 6 . 9 108 7 . 6 13.8 l>2 11.2 5 0 . 0 447 6 . 0 6 . 4 

78 
98 
69 
195 
173 
83 
89 

138 
258 
223 
93 
74 

123 
100 
79 

"loT 



S T A T E M E N T No . 1 1 — P E R C E N T A G E S H A R E O F E A C H A S S E T G R O U P I N T H E T O T A L C A P I T A L 
E X P E N D I T U R E I N N O N - F A R M B U S I N E S S 00 

State/AsBct group 

Less than 
Rs. 500 

Rs. 500-
Rs. 1,000 

Rs. 1,000-
Rs. 2,500 

Rs. 2,500-
Ra. 5.000 

Rs. 6,000-
Rs. 10,000 

Rs. 10.000-
Rs. 20.000 

Rs. 20,000 
and above 

All-assets 
group 

Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share Propor- Share 
tion of of tion of of tion of of tion of of tion of of tion of of tion of ol' tion of of 
house- the house- the house- the house- the house- the house- the house- the house- the 
holds group holds group holds group holds group holds group holds group holds group holds group 

report- in the report- in the report- in the report- in the report- in i h c report- in the report- in the report- in the 
ing total ing total ing total ing total ing total ing total ing total ing total 

1 2 3 4 5 6 1 8 g 10 11 12 13 14 15 16 

C U L T I V A T O R S 

1. Andhra Pradesh . . 2.1 2.8 2.8 3.7 1.7 12.2 1.9 16.6 1.5 20.5 1.6 13.0 2.0 31.2 1.0 100.0 

2. .Assam 1.8 0.8 1.5 3.9 1.2 19.4 2.7 10.3 3.7 20.2 3.4 32.6 2.9 3.8 2.2 100.0 

3. Bihar . . 2.9 1.0 4.2 3.1 6.2 10.9 7.7 14.3 9.9 23.8 8.5 22.4 14.8 24.5 7.3 100.0 

4. Gujarat — — 1.6 0 .6 1.7 2.6 2.0 13.9 2.2 4 .0 2.3 15.0 2.3 63.3 2.0 100.0 

5. Jammu & Kashmir — — — — 1.6 13.4 1.1 13.6 1.0 19.2 1.5 15.0 3.6 38.9 1.3 100.0 

6. Kerala . . 9 .3 2.6 13.9 1.7 17.4 10.7 20.5 12.0 17.9 28.1 16.1 28.2 19.0 16.7 16.2 100.0 

7. Madhya Pradesh . . 1.1 1.1 1.4 1.1 1.3 3.8 0.6 2.0 1.8 15.3 2.4 19.7 4.6 57.0 1.4 100.0 

8. Madras 1.1 0.6 2.9 1.4 4.4 10.4 6.3 6.2 6.0 9.1 7.8 21.6 7.6 60.6 5.0 100.0 

9. Maharashtra — — 2.8 1.3 2.7 4 .0 4.2 3.8 3.4 15.2 3.3 3.2, 6.7 72.6 3.4 100.0 

10. Mysore . . 1.0 0.2 2.5 1.5 1.6 5.1 2.2 2.1 2.5 7.9 2.3 3.4 6.6 79.9 2.6 100.0 

11. Orissa . . 0.7 0.1 1.8 3.8 1.0 17.9 1.4 10.9 2.8 32.1 3.6 3.4 7.7 31.9 1.8 100.0 

12. Punjab . . 5.3 0.1 2.4 0.3 6.8 6.2 0.7 7.0 7.6 20.2 8.2 35.1 10.1 31.0 7.8 100.0 

13. Rajasthan 1.4 0.6 3.7 1.1 2.6 11.5 3.7 23.3 4.7 18.2 6.3 8.7 U . 6 36.7 4.0 100.0 

14. Uttar Pradesh . . . . 3.7 5.6 0.8 6.2 2.9 8.3 0.1 9.4 15.1 13.2 33.8 20.2 41.2 8.7 100.0 

15. West Bengal . . 2.0 0.7 2.6 1.5 6.3 14.9 0.6 18.0 8.9 18.7 11.8 28.0 19.2 18.1 6.8 100.0 

A t l - l n d i a 2 . 8 0 . 5 3.B 1.3 4 . 3 6.9 5 .Z S . 9 4 . 0 14.4 7 . 0 20 .7 10.6 4 5 . 3 5 .4 100.0 



M O I V - C U L T I V A I O R S 

I. .AFKFFNA PRACLCSLI 
AASAIII . . 

3. nihar 
4. Gujarat 
5. Jammu & Kashmir 

6. 
7. 
8, 
!>. 

10. 

I I . 
12. 
13. 
14, 
15. 

Kerala 
Madhya Pradesh 
Madra i 
Maharashtra 
Mysore 

Orissa 
Punjab 
Rajasthan 
Uttar Pradesh 
West Bengal 

1 e a y a <) 2S .- 4 0 ] I 5 8 l.> s .1 5 27 (> 0.2 8 4 3,4 1.4 3 4 100.0 
1.8 4 3 ' ) I.} -f 3 8 54 8 4 0 3 4 2 5 0 1 10.0 11 2 11.1 7.8 3 0 100.0 
4.5 4 ii 12 G 5 7 15 5 21 1 10 5 2 I 1 1 7 41 1 20.0 23 2 21.4 2.3 8 5 100.0 
2.1 3 9 7 0 8 8 14 1 22 0 19 6 17 5 14 3 18 1 25.0 7 0 33.3 22.8 8 8 100.0 
1.7 0 6 3 0 f-i 1 6 1 47 2 3 6 U 1 3 0 3 7 14.3 33 3 ' — 4 3 100,0 

12.8 16 0 24 1 12 5 35 6 12 9 31 2 6 0 25 0 9 7 100.0 42 9 ^ 16 6 100.0 
1.4 18 1 2 I 7 3 4 0 12 9 6 0 1 1 7 7 21 4 25.0 38 8 25.0 0.3 2 3 100.0 
4.1 8 3 11 8 13 1 21 3 17 3 18 8 22 5 12 0 4 3 4.0 0 3 13.0 34.1 8 7 100.D 
2.4 M 8 6 6 34 4 12 3 13 7 13 0 3 2 12 2 7 1 25.0 9 9 25.0 19.9 5 4 100.0 
2.4 1 1 6 4 1 6 9 6 4 3 1 0 0 1 2 8 11 5 13.0 7 0 16.7 74.4 4 8 100,0 

0.6 1 2 3 0 4 9 7 2 62 1 5 6 31 1 2 3 0 7 _ _ 2 6 100.0 
11.4 3 1 10 3 5 0 18 6 29 8 24 3 29 4 31 8 12 9 30.3 8 0 32.3 11.9 18 4 100.0 
3.4 2 1 5 4 1 8 6 4 10 7 19 3 23 1 5 9 8 0 33.3 17 6 42.9 36.7 8 1 100.0 
5.9 5 1 12 8 9 4 17 9 45 2 22 4 16 0 9 3 14 9 19.0 7 8 50.0 1.7 12 5 100.0 
2.9 5 0 9 5 9 3 13 7 16 0 7 2 2 6 10 0 4 5 8.3 11 8 18.2 50.8 6 4 100.0 

3 . 6 5.7 8 .4 • 7 13.2 2 2 . 6 14.Q 13.1 I I 6 14.6 1 8 . • M 3 2 1 . 4 2 3 . 0 7 7 IOO.O AK-LFKLLA 

1. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
5. Jammu & Kashmir 

A L L R U R A L H O U S E H O L D S 

1 7 4 7 4 2 15 0 2 2 11.9 2 9 16 2 1 9 23 7 1 9 10 9 2 1 17 6 2 4 100 0 
I 8 4 4 2 1 7 8 1 7 34.3 2 8 12 6 3 6 11 8 3 8 23 fi 4 6 5 5 2 4 100 0 
3 8 2 3 6 7 4 1 7 6 14.fi 7 9 9 6 10 0 30 6 8 8 22 7 15 0 15 8 7 6 100 0 
1 9 2 0 5 2 4 8 6 2 12.4 4 7 15 7 3 1 11 1 9 4 1) o 4 2 42 8 4 2 100 0 
1 2 0 1 1 1 0 7 2 2 18.9 1 2 13 2 1 1 16 6 1 9 18 0 3 5 32 5 1 5 100 0 

6. Kerala 
7. Madhya Pradesh 
8. Madras 
9. Maharashtra 

10. Mysore 

11 1 4 9 15 6 3 6 IS 9 11 1 20 9 11 0 18 0 25 0 16 5 30 7 19 0 13 8 16 2 100 0 
1 4 6 8 1 6 3 2 1 6 6 9 0 8 1 7 2 0 17 3 2 7 26 2 5 2 37 9 1 6 100 0 
3 4 3 2 6 8 5 3 8 8 12 7 8 4 1 1 6 6 8 7 6 7 6 7 9 8 1 51 8 6 4 100 0 
2 1 1 0 4 7 4 0 4 6 4 8 4 9 3 7 3 8 14 5 i 2 3 8 6 9 68 2 4 0 100 0 

1 0 7 4 3 1 5 3 5 4 C 2 0 1 0 2 6 10 0 3 0 6 5 7 2 76 7 3 1 100 0 

11. Orissa 
12. Punjab 
13. Rajasthan 
14. Uttar Pradesh 
IJ, West Bengal 

0 6 0 5 2 4 4 'J 2 2 34.8 1 7 18 7 2 7 20 0 3 4 2 I 7 4 19 7 2 1 100 0 
11 0 o 1 H 9 3 4 14 0 21.S 12 5 21 8 12 9 15 4 11 5 17 2 12 3 18 4 12 1 100 0 
2 7 0 6 4 2 1 1 3 0 11.4 4 6 23 3 4 7 17 2 6 6 9 6 13 3 36 7 4 6 100 f» 
5 3 0 8 8 7 2 0 8 4 8.9 9 4 7 5 9 4 15 1 13 3 30 1 20 6 35 6 9 4 100 (1 
2 7 2 6 5 2 4 8 7 8 15.4 6 6 11 4 9 0 12 6 11 4 21 0 19 0 32 2 6 7 100 0 

A l l - l n d U 3 4 2 . 0 5 . 8 3.7 6 .1 11.4 6.1 10.0 6 .4 15.9 7 .6 18.0 11.2 3 9 , 0 6.0 100.0 

http://14.fi


S T A T E M E N T No . 1 2 — E X P E N D I T U K E O N I N D I V I D U A L I T E M S O F N O N - F A R M B U S I N E S S : P R O P O R T I O N O F H O U S E H O L D S R E P O R T I N G , 
A V E R A G E A M O U N T P E R R E P O R T I N G H O U S E H O L D A N D A V E R A G E A M O U N T P E R H O U S E H O L D 

Land and Buildings Production equipment 
and accessories 

Transport equipment Furniture and fixtures Other capital expen
diture 

Total capital 
expenditure 

Propor Aver Aver Propor Aver Aver Propor Aver Aver Propor Aver Aver Propor Aver Aver Propor Aver Aver

State/Item 
tion of age age tion of age age tion of age age tion of age age tion of age age tion of age age 

State/Item house expen expen house expen expen house expen expen house expen expen house expen expen house expen expen
holds diture diture holds diture diture holds diture diture holds diture diture holds diture diture holds diture diture 

report per . report per per report per per report per per report per per report per per 
ing report house ing report house ing report house ing report house ing report house ing report house

ing hold ing hold ing hold ing hold ing hold ing hold 
house house house house house house

hold hold hold hold hold hold 
(Per 

(Rs.) 
(Per- (Per (Per (Per (Per

cent) (Rs.) (Rs.) cent) (Rs.) (Rs.) cent) (Rs.) (Rs.) cent) (Rs.) (Rs.) cent) (Rs.) (Rs.) cent) (Rs.) (R^.) 

1 2 3 4 6 6 7 8 9 10 11 12 13 14 15 16 17 18 

C U L T I V A T O R S 

I . Andhra Pradesh , , 62 1.2 48 0 .6 0.6 136 0.8 — , 0.1 229 0.2 1.9 83 1.6 
2. Assam 0.3 63 0.2 1.2 89 1.0 0.6 85 0.6 0.3 21 O. l 0.1 15 .. 2.2 82 1.8 
3. Bihar 0.3 216 0.6 3.1 33 1.0 3.9 46 1.8 0.2 10 , , 0.4 16 0.1 7.3 48 3.6 
4. Gujarat . 0.2 621 1.2 0.8 191 1.6 0.9 341 3.1 0.1 60 0.1 0.1 68 2.0 297 6.0 
5. Jammu Sc. Kashmir 0.2 372 0.8 0.7 78 0 .6 0.2 148 0.3 •• 600 0.2 0.2 439 0.6 1.3 191 2.4 

8. Kerala 4.1 148 6.1 10.4 27 2.8 3.4 130 4.4 1.4 35 0.5 0.6 25 0.2 16.2 S6 13.9 

7. Madhya Pradesh 0.1 165 0 . 1 0.5 46 0.2 0.8 103 0.9 — .— —. 17 1.4 86 1.2 
8. Madras 0.4 671 2.1 2.8 143 4 .0 2.0 113 2.3 0.3 144 0.6 0.2 256 0.4 5.0 188 0 . 4 

9. Maharashtra . 0.2 206 0.6 1.4 286 3.9 1.9 604 9.4 0.1 41 O.I 0.2 64 0.2 3.4 411 14.0 

10. Mysore 0,1 412 0.3 1.4 128 1.8 0.8 68 0.5 0.2 13 0.2 699 1.4 2.5 161 4 .0 

11. Orissa 0.2 242 0.4 O.S 72 0.4 1.1 78 0.9 0.1 20 0.1 6 1.8 0 1 1.6 

12. Punjab . 0.2 121 0 .3 2.2 85 1.9 4.8 66 2.6 1.2 13 0.2 0.2 80 0.2 7.8 66 6.1 

13. Rajasthan 0.1 1,667 1.4 1.4 75 1.0 2.5 114 2.9 0.1 34 0.3 203 0 .6 4.0 145 6 .0 

14. Uttar Pradesh . 0.3 1,633 6.3 3.0 50 1.8 5.3 55 2.9 0.7 7 0.1 0.4 36 0.2 S.7 117 10.1 

15. West Bengal 0.7 141 1.0 2.8 43 1.2 2.7 77 2.1 0.2 36 0,1 1.0 I I 0.1 6.9 66 4.6 

0 . 4 435 1.8 2 . 3 70 1 6 2 6 97 2 .6 0 3 26 o. f 0 . 3 76 0 . 2 5 .4 116 6 .2 

< 
m 

> 

a 
z • 
m c c-r 
5 

AT 



M O N - C U1 J V A T O K S 

o.-t N.i o.-i 04 l .G 0.2 09 0.2 0.1 50 0.5 46 0.2 3.4 73 2.6 
Assam , . 0.6 40t> 2.1 2.7 51 0.9 0.4 198 0.8 0.4 36 O!2 0.3 12 3.0 133 4.0 

3. Bihar 0.7 93 0.0 6.6 45 3.0 1.2 350 4.3 0.2 5 .. 0.8 15 0.1 8.5 94 8.0 
4. Gujarat O.S 243 0.8 6.4 105 6.7 1.7 261 4.3 0.4 100 0.4 1.1 57 0.6 8.8 146 12.8 
r>. Jammu &; Kashmir 0.3 436 1.3 3.4 59 2.0 0.6 270 1.6 4.3 116 5.0 

6. Kerala I.e 123 2.0 33.1 46 6.1 3.8 135 2.4 1.4 88 1.2 1.4 9 0.1 16.5 71 11.8 
7. Madhya Pradesh __ — 3.2 23 0.3 O.U 221 1.3 0.3 183 0.6 0.4 31 0.1 2.3 95 2.2 
8. Madras 0.6 131 0 .8 6.4 72 3.9 2.5 101 2.6 0.7 56 0.4 0.3 66 0,2 8.7 90 7.8 
Y. Maharashtra 0.3 55 0.2 3.6 58 2.1 0.8 35 0.3 0.1 38 0.8 21 0.2 5.4 51 2.7 

Mysore 0.3 50 0.1 3.6 32 1.2 0.6 2,090 13.3 0.4 38 0"2 0.3 55 0.2 4.8 311 14.9 

N. Orissa 0.1 300 0.4 1.6 113 1.8 O.S 37 0.3 0.3 3 0.1 10 2.6 95 2.5 
12. Punjab 0.5 86 0.4 4.2 104 4.4 10.8 75 8.1 5.7 21 1.2 0.9 32 0^3 18.4 78 14.4 
13. Rajasthan 0.6 259 1.5 5.4 21 1.1 2.3 60 1.4 — — — 0.4 13 0.1 8.1 49 4.0 
14. Uttar Pradesh . . 0.5 390 1.8 7.5 32 2.4 4.8 33 1.6 0.6 22 0.1 0.9 91 0.8 12.5 64 6.7 
15. West Bengal 0.6 78 0.4 2.5 86 3.0 1.7 184 3.2 0.2 5 3.3 23 0.3 6.4 108 6.9 

A l l - I n d i a 0.4 164 0 . 7 4.6 58 2.7 2 . 3 125 2 .8 0 . 7 36 0 . 2 0 . 7 41 0 . 3 7.7 88 6 .8 

A L L R U R A L H O U S E H O L D S 

1. Andhra Pradesh 0.2 108 0.2 1 7 67 1 0 0.4 123 0 6 50 0.2 98 0 2 2.4 78 1 9 
2. Assam 0.3 188 0.6 3 3 76 1 0 0.6 106 0 6 0.3 25 0 I 0.2 14 2.4 98 2 3 
3. Bihar 0.4 165 0.6 3 9 38 1 5 3.3 71 2 3 0.2 9 0.5 16 0 1 7.6 69 4 5 
4. Gujarat 0.2 447 1.0 2 6 123 3 2 3.2 298 3 5 0.2 86 0 2 0.4 57 0 2 4.2 195 S 2 
5. Jammu & Kashmir 0.2 380 0.8 1 0 72 0 7 0.2 178 0 4 600 0 2 0.3 439 0 6 3.5 173 2 6 

m 

< 
m 
IS-
> -z-
O 
•a 

> 
C 
R 

5 

6. Kerala 3.6 146 5.3 30.9 31 3 4 3.1 131 4.0 3.4 45 0.6 0.7 19 0.2 36.2 83 13,5 
7. Madhya Pradesh 165 0.1 0.7 37 0 2 0.8 122 1.0 0.3 183 0.1 0.3 29 1.6 89 1.4 
8. Madras 0.4 361 1.6 3.8 105 4 0 2.2 108 2.4 0.5 95 0.5 0.2 161 0.3 6.4 138 8,8 
9. Maharashtra 0.3 149 0.4 2.3 162 3 3 1.5 424 6.5 0.1 40 0.1 0.4 37 0.2 4.0 258 10.4 

lu . Mysore 0.1 292 0.2 2.0 82 1 6 0.8 491 3.9 0.3 24 0.1 0.3 418 1.1 3.1 223 6.9 

N. Orissa 0.2 256 0.4 0.8 95 0 8 3.0 69 0.7 0.3 18 0.3 7 2.7 93 1.9 
12. Punjab 0.4 101 0.4 3.0 96 • 2 9 7.2 68 4.9 3.0 20 0.6 0.5 44 o!2 12.3 74 9.0 
13. Rajasthan 0.2 908 1.4 1.9 54 1 0 2.5 108 2.7 0.3 34 0.3 172 0.5 4.6 123 6.6 
14. Uttar Pradesh . . 0.4 1,302 4.6 3.9 49 1 9 5.2 51 2.6 0.7 10 O'.I 0.5 55 0.3 9.4 100 9,4 
15. West Bengal 0.6 123 0.8 3.0 69 1 8 2.4 103 2.5 0.2 26 0.1 1.3 16 0.2 6.7 79 5.3 

A I M n d i a 0 . 4 357 1.5 2.9 65 1 9 2.5 103 2 .6 0 . 4 30 O . l 0 . 4 60 0 . 2 6 .0 106 6 .4 
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S T A l L M E N ' L No . 1 3 — P E R C E N T A G E E X P E N D I T U R E O N I N D I V I D U A L I T E M S O F N O N — F A R M BUS INESS 

(Per cent) 
Land and Production Transport Furniture 
Buildings equipment equipment and 

and Fixtures 
accessories 

State/Item 

Other Total 
Capital Capital 

Expenditure Expenditure 
in Non-farm in Non-farm 

busine-s business 

Pro- Per- Pro
por- cen- por
tion tage lion 
of to the of 

house- total house
holds ex- holds 

repor- pendi- repor
ting ture ting 

Per- Pro-
ccn- por
tage tion 

to the of 
total house-
ex- holds 

pendi- rcpor-
TILRE ting 

Per- Pro- Per 
cen- por- ren
tage tion tage 

to the of to the 
total house- total 
ex- holds ex

pends- repor- pcndi-
ture ting ture 

Pro- Per- Pro- Per- A g g r e g a t e 
por- cen- por- cen- E x p e n d i -
tion tage tion tagc t u r e 
of to the of lo the 

house- total hotise- total 
holds cx- hoWs ex-
repor -pendi - rep , r -pendi - ^in c r o r e s 
ling ture ting ture o f Rs.) 

1 2 3 4 0 6 7 8 i> 10 11 12 13 

C U L ' l T \ ' A T O R S 
1, ,\iidhra Pradesh O.fi 1.2 30. !l 0.0 47.0 — — 0.1 14.7 1.0 100 0 0.6 

Assam d'a 7.V 1.2 5S. 1 0.0 2S.:) 0 3 3.5 0.1 1. 1 2.2 100 0 0.3 
3'. Bihar 0.:i 17.3 3.1 29.:i 3.9 51.0 0.2 0.6 O.l l.S 7.3 100 0 2.1 
4. Gujarat f/.'2 19.3 (?..v 2/!. 3 0.9 52.0 O.l I.l O.J 0.5 2.0 100 0 I . l 
5. Janimvi &. Kaslmiir 0.2 31.6 0.: 23.6 0.2 10.S 7.3 0.2 26.7 1.3 100 0 0,1 
r,. Kerala 1.1 43.6 111.4 10.S .;, / •M.9 1.4 3.6 11.6 1.0 16.2 100 0 2.8 

Mudbya Pradesh . . O.l 6.5 0..-, 19.9 II ,s 7-1 ' — — 0.3 1.4 ](I0 u 0 5 
Madras 0.4 22.T 2.\ 43.1 2.U 24. 0.:: 5.2 (1.2 4.2 5.11 l o o 0 3.2 
Mahaiashira 0.2 3.7 1.4 2 •i.l 1.0 66. S O.I 0.4 0.2 1.0 3.1 100 0 5.3 

10, Mysore 0.1 S.O 1.4 44. S O.S n.7 0.2 0.6 0.2 34.9 2.5 100 0 1,0 

N. Orissa 0 2 24.') 0.5 21.1 1.1 52.0 0 2 l.S 0.1 0.2 lot"! 0 0.4 
12. Punjab 0.2 6.0 •> .) 36.5 4.S 51.1 1.2 3.1 0.2 -.1. .1 7.8 100 (P 0 8 
13. Rajasthan . . 0.1 2:].0 7.4 17.3 2.5 40.4 0.1 0.3 0.3 10.0 4.0 100 0 1.6 
14. Utlar Pradesh O.-l 52.0 3.0 17.4 5.3 28.6 0.7 0.5 0.4 1.4 8.7 100 0 9,8 

n. West Bengal 0.7 21.5 2. S 27.2 2.7 47.2 0.2 1.7 1.0 2.4 6.0 l o o 0 1.5 

A l l - I n d i a 0 .4 2 8 . 2 2 ,3 2 5 . 8 2 ,6 4 1 . 0 0 . 3 1.4 0 .3 3.6 5 4 100.0 3 IT4 

N O X - C U Lr I V A T O R S 
1. Andhra Pradesh 0.4 17.5 2.6 66.2 0.2 6.6 0.1 0.9 0.5 S.7 5.^ 100 0 0.5 
2. .•\ssam 0.5 02.6 1.7 22.3 0.4 20.5 0.4 3.7 6.3 0.9 0.0 100 0 0 2 
3, Bihar 0.7 S.O 6.6 :)7.4 1.2 53.0 0.2 0.1 0.8 1.5 8.5 100 0 1 3 
4. (Jujarat 0.3 6.3 6.4 52.1 1.7 33.6 0.4 3.0 1.1 4.9 S.8 100 0 1 2 
3, Jammu S: Kashmir 0.3 26. S 3.4 39.S 0.6 33,3 - - — — — 4.3 100 0 
f>. Kerala 1.6 16.6 13.1 51.5 1.8 20.3 1.4 10.5 1.4 1.1 10.5 100 0 0,6 
7. Madhya Pradesh . , — — 1.2 J2.4 0.6 60.2 0.3 21.4 0.4 6.0 2.3 100 0 0,3 
s. Madias 0.6 9.7 5.4 49.9 2.5 32. S 0.7 5.3 0.3 2.2 8.7 100 0 1 6 
0. Maliarashtra 0.3 6.6 3.i 75.3 O.S 10.4 9.1 1.5 0.8 6.2 5.4 100 0 0,5 

10. Mysore 0.1 0.4 3.6 7.S 0.6 89.6 0.4 1.1 0.3 1.2 4.8 100 0 1 3 

n. Orissa 0.2 16.6 1.6 '1.7 O.S 11.4 0.1 0.1 0.3 2.6 100 0 0 2 
12, Punjab 0.0 2.0 4.2 30.3 10.8 56.3 5.7 S.5 0.9 2.0 IS.4 100 0 1 6 

13. Kajasth.in 0.6 36.6 6.4 2S.3 2.3 33.9 0.4 1.2 8.1 100 0 0 1 
14. Ut'tar Pradesh 0.0 27.1 7.0 35. S 4.8 23.5 0.6 2.0 0.9 JI.6 12.5 100 0 1 6 
10. West Bengal 0.6 0.2 3.5 43.5 1.7 45. S 0.2 0.2 1.3 4.3 6.4 100 0 1,1 

A l l - I n d i a 0 .4 10.9 4.6 39.6 2 .3 41 .8 0 .7 3.6 0 . 7 4,1 7.7 I C O O 12 4 

1. 
A L L R U R A L H O U S E H O L D S 

1. Andhra Pradesh . . 0.2 S.4 1.7 50.2 0.4 2 S.O 0.4 0.2 12.0 2.4 100 0 1,2 
2 Assam 0.3 26.7 1.3 43.3 0.6 25.4 0.3 3.6 0.2 1.0 2.4 100 0 0,5 

3. Bihar 0.4 12.6 3.9 32.5 3.3 51.8 0.2 0.4 0.5 1.7 7.6 l oO 0 3 A 
4. Gujarat 0.2 12.7 2.6 39.3 1.2 43.1 0.2 2.1 0.4 2.S 4.2 l o o 0 2 3 
0, Jammu & Kashmir 0.2 30.S 1.0 26.2 0.2 14.5 6.1 0.1 22.3 1.5 100 0 O.l 
G. Kerala 3.6 39.0 10.0 25.2 3.1 29.0 1.4 4.S 0.7 1.0 16.2 100 0 3 4 
7. Madhya Pradesh 4.3 0.7 17.4 O.S 68.S 0.1 7.2 0.1 2.3 1.6 100 0 0 S 
8. 
0. 

Madras 0.4 IS.4 3.S 45.3 2.2 27.4 0.5 5.3 0.2 3.6 6.4 100 0 4,6 8. 
0. Maharashtra 0.3 4.0 2.1 32.0 1.5 02.1 0.1 0.5 0.4 1.5 4.0 l o o 0 5,3 

l o . Mysore 0.1 3.6 2.0 23.5 O.S 56.6 0.3 0.0 0.3 15.5 3.1 ICMJ 0 2.3 

N. Orissa 0.2 21.7 O.S 40.5 1.0 36.5 0.1 1.1 0.1 0.2 2.1 100 0 0 6 
12. Punjab 0.4 3.9 3.0 •12.4 7 '' 54.5 3.0 6.7 0.5 2.5 12.1 100 0 2 5 
13, 0 2 21.3 l.U fS.3 •> _j 17.9 0.1 0.3 0.3 9.2 4 <i l o o 0 1 8 
14, Uirar Pradesh 0.4 4S.:, 3.0 20.0 5.2 27.9 0.7 0.8 0.5 2.S 9.4 i o o 0 11,4 
1,1, Wrsi Bengal U.6 n.u 3.1) •!4.2 2.4 40.0 0.2 I.l I.l 6.7 100 tl 2 6 

A l l - I n d i a 0 4 2 3 , 3 2 .9 29 .6 2.5 41 .2 0 , 4 2.1 0 . 4 3.8 6 .0 100.0 43 8 
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S T A T E M E N T N o . 14- - B O R R O W I N G S AS S O U R C E O F F I N A N C E F O R C A P I T A L E X P E N D I T U R E I \ 
F A R M B U S I N E S S 

Purchase of 
Land 

Purchase OF 
Land rights 

Reclamation 
of Land 

Bunding and 
other Land 
impro\'emenl.s 

Orchards 
and 

Planiaiions \ Veils 

Aver- Expen- Aver- F.xpen- .Aver I ,xpcu- Aver- Expen- \vcr- Expeji- Avera- Expen

Staie/Item 
age diture age diture age diture age diture age diture aec diture 

Staie/Item expen finan- cxpen- finan- cxpen- Tinan- expeti- fmari- cxpeii- /Inan- expen- finan
diture ccd diture ced diture ced diture ced dituie ced diture ced 

per from per from per from per from per from per from 
house sorrow house borrow house - borrow- house- borro^v- house JORROW- house jo r ro " -
hold ings hold ings hold Jngs hold ings hold ings hold mgs 

(Rs.) 
(Per (Per (Per (Per (Per (Per

(Rs.) cent) (Rs.) cent) (Rs.) cent) (Rs.) cent) (Rs.) cent) (Rs.) cent 
I 2 3 4 5 6 7 8 9 10 11 12 

C U L T I V A T O R S 
I. Andhra Pradesh 03.2 44,2 1.1 .T.J.fi 3 8 26.7 15.S 27.0 55. a 12.2 42.3 

Assam 10.5 .za.4 0.4 — 0 I 11.1 ^.9 2 2 0.9 :i7 .s 1.0 
3. Bihar 12.« 41.5 0.2 40.6 0 5 0..S 3.3 O.'J 0.2 2.2 21.2 
4. Gujarat 17.6 33.3 1.6 16.5 1 2 18.3 25.5 S.'J li..> 16.5 33.4 
5. Jammu & Kashmir 10.5 S.? — 2 9 10.9 8. 1 11.2 2-0 2.2 — 
6. Kerala 24.3 31.1 6.6 26.2 3 9 33.6 8.2 20.0 5.1 22.7 0,8 
7, .Madhya Pradesh 12.7 3S.T 0.5 5.0 n 7 11.2 11.3 11,4 7.0 25.9 
s! Madras . . 55 M 02.5 — 9 2 56.4 10.+ 24.3 i'.9 28 1 24.4 47.7 

Maharashtra 26.3 37.2 i .3 46.4 4 0 5.4 23.5 31.4 l .C 20.9 2<I.O 23.4 
10. .Mysore . . 37.1 43.2 0.4 KlO.U 14 7 32.3 47.4 13.U 20.3 23,3 54.2 
11, Orissa . . 10.4 20.8 — 8 S 29.2 8.7 6.3 *i. 1 0.9 
12. Punjab 37.7 46.9 i.i 44.6 4 3 — 5.2 2.5 " . 8 — 9.7 17.3 
13. Rajasthan 13.4 61.0 5.4 73.S 0 8 47.2 3.3 2:i.5 0. I — 11.0 61.0 
14. Uttar Pradesh 10.8 29.5 1-2 12.5 2 2 21.2 5.2 10.5 0.7 10.5 5,3 2S.9 
15. West Bengal 17.1 29.3 — — 1 0 12.7 4.5 4.1 U.7 0.2 24.2 

A l l - I n d i a 4 4 Z . 9 1.2 3 9 . 6 3 6 ^ 2 8 . 0 M . I 20.S 1.4 2 1 3 8 .9 37.4 

N O N - C U L T I V A T O R S 
1. \ndhni Pradesh 10.9 48.6 0.2 m.o 0 I 7.3 0.4 34.2 — . 
•1 Assam 5.3 — 0.1 ^ 6.1 ;i. ilihar 2.0 5.3 0.2 33.3 — — — — — 
4. Gujarat — — — — — 0.2 — — 
5, Jammu & Kashm r 50.9 — — — — — 1.5 — — — 

Kerala 14.4 0.1 
Madhya Pradesh I .O 7.3. S — — 0.3 65. S —. 
Madras , . 2.6 53.4 — 0 6 42.1 0.2 0.2 71.4 

9. Maharashtra 5.8 25.1 — — 0 1 0.2 53.6 
0.2 

10. Mysore . . 4.5 51.9 — 0 2 m.o 1.8 49.9 — i.5 22.8 
il. Orissa 0.4 54.5 0 6 60.4 0.1 „ 
1-2. I'anjab 3.8 15.S 0.4 — 0 1 _ 0. I . i.4 44.9 
13. Rajasthan — — — — 0.4 — — 
14, Uitar Pradesh O.I 100.0 — — 0.1 12.5 0.3 77.9 
15, West Bengal 2.4 27.9 — — — 0.3 — — — — 

A l l - I n d i a 3 8 3 2 . 5 O . I 4 3 . 2 0 2 4 1 . 6 0 ,3 33 .1 — 0 , 2 44 

1. Andhra Pradesh 
2. .\isam . . 
3. ILLHAR 
1. Gujarat 
5. J . I M M U & Kitshmir 

6. Kerala 
Madhya Pradesh 
Madras . . 
Maharashtra 
Mysore . . 
CI ii*.sa 

U.-vĵ LSDVAU 
l,̂ .̂̂ r Prat\csU 
"•'•c-i Bci\gal 

45.1 
9.2 

10.3 
11,9 
14.0 

22.4 
10.2 
36.0 
19.8 
28.4 

7,5 
23,8 
11.7 
H.6 

12,2 

44.6 
32.9 
39.9 
33.3 
5.9 

27.2 
39.5 
02.3 
•36.1 
43.6 
21.3 
44.8 
61.9 
2!).7 
29.2 

A L L 
0.8 
0.3 
0.2 
1.1 

5.3 
0.4 

6! 9 
0.3 

b'.8 
4,7 
1 .*> 

R U R A L H O U S E H O L D S 
57.6 

46. S 
16.5 

26.2 
5.0 

46.4 
100.0 

U . I , J 
:3.s 
12.5 

2.6 
4.0 
0.4 
0,8 
2.6 

3.1 
0.6 
6,0 
3,2 

10.8 

6.4 
2.6 
0,7 
1.7 
0.7 

26.4 
11.1 
5.8 

IS.3 
10.9 

3"..6 

55.8 

30.1 

47.2 
21.2 
12.i) 

10,5 
2.2 
2.6 

17.4 
7.4 

O.C 
H.S 
(i,6 

16. 1 
35.2 

6.2 
3.1 
2.9 
4.2 
3.1 

27.1 
2.2 
6.9 
8.9 

11.2 
19.9 
11.6 
i'4.1 
31.5 
29.1 
6.3 
2.5 

2:}.0 
w.r, 
3.V 

0.2 
0.7 
0.1 
0.3 
2,0 

4,1 
0,3 
O.C 
0.7 

10.0 
O-I 
0,5 
<i. 1 
*>-0 
0 

55.6 
37.8 

5.9 
22.7 

28.! 
20.9 
26.3 

10.5 

8.0 
0.8 
1.7 

11.2 
2.0 

0,7 
5 5 

15.4 
14.0 
17.5 

0.6 
6,3 
9.5 
4 3 
O.I 

42.2 

21.2 
33.4 

25.9 
47.8 
23.4 
53.4 

19.7 
61.0 
29.6 
24.2 

A l l I n d i a 18.1 4 2 . 4 0 . 9 3 9 . 7 2 ,7 28 2 8 ,2 2 0 , 6 1 0 2 1 . 3 6 . 6 37 .5 
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S T A T E M E N T No . 1 4 - B O R R O W I N G S AS S O U R C E O F F I N A N C E F O R C A P I T A L E X P E N D I T U R E I N 
F A R M BUSINESS—CDTCW. 

Other 
Irrigation 

resources 

Agricultural 
implements. 
Machinery, 
Transport 
equipment, 

etc. 

Farm houses. 
Grain g^^as 
and Cattle 

sheds 

Purchase of 
Livestock 

Other Capital 
Ijjtpenditure 

in Farm 
Business 

Total 
Capital 

Expenditure 
in Farm 
Business 

State/Item Aver
age 

expen
diture 

per 
house

hold 

(Rs.) 

Expen
diture 

finan
ced 

from 
borrow

ings 
(Per
cent) 

Aver
age 

expen
diture 

per 
house

hold 

(Rs.) 

Expen
diture 

finan
ced 

from 
borrow

ings 
(Per
cent) 

Aver
age 

expen
diture 

per 
hotise-

hold 

(Rs.) 

Expen
diture 

finan
ced 

from 
borro>v-

ings 
(Per
cent i 

13 14 16 16 17- 18 

Aver Expen Aver Expen Aver Expen
age diture age diture age diture 

expen finan expen finan expen finan
diture ced diture ced diture ced 

per from per from per from 
house borrow Iiousc- borrow- house borro^v-

hold ings hold ings hold inq,s 
(Per (Per (Per-

(Rs.) cent) (Rs.) cent) (Rs.) cent) 

19 20 21 22 23 24 

1. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
5. Jammu & Kashmir 
0. Kerala . . 
7. Madhya Pradesh 
8. Madras . . 
9. Maharashtra 

10. Mysore .. 

11. Orissa 
12. Pimjab .. 
13. Rajasthan 
14. Uttar Pradesh . . 
15. West licngal 

0.8 — 

o!s 2S.S 
3.9 ISJ 
0,6 — 
2,0 
0.1 
0.4 
1.6 
2.3 

0.1 
2.9 
1.2 
1.4 
0.2 

80.4 

15.5 
37.2 

3S.6 
4.1 

17.1 
2.7 
5.3 

61.5 
2.7 
5.2 
6.8 

28.6 
14.8 
27.7 

5.2 
36.8 
21.0 

7.9 
3.8 

C U L T I V A T O R S 
20.0 3.6 21.3 

3.5 
1.4 
7.9 

16.0 

1.0 
7.9 

39.0 
O.S 
9.9 
5.3 

43.1 
27.4 
18.2 

1.9 
11.3 
28.0 
14.5 

3.7 

2.5 
2.2 
4.5 
5.3 

2.2 
8.9 
1.9 
3.8 
4.6 

6.3 
l.S 

37.0 
0.2 

1.0 
0.0 
9.0 

17.0 
20.0 

1.0 
13.5 
31.5 

S.O 
12.4 

.58.2 
20.6 
31.8 
51.5 
42.1 

22.1 
48.8 
52.7 
29.3 
04. U 

15.4 
156.9 
118.4 
82.5 
19.1 

41.2 
9.3 

20.0 
35.2 
20.3 
18.5 
44.2 
37.3 
20.0 
2-5.9 

10.5 
29.1 
5S.0 
33.9 
20.7 

0.3 
1.0 
0.1 
0.5 

1.5 
0.4 
1.8 
0.3 
7.3 

O.I 
0.1 
0.1 
0.3 
0.2 

4.S 
10.9 
14.8 
33.4 

35.2 
S7.2 
15.9 

S.O 
12.3 

9.9 
15.5 

176.2 
49.fi 
58.4 

188.2 
87.2 
82.4 
90.9 

186.0 
127.9 
243. (i 

51.9 
264,4 
176.ii 
121.2 

51,3 

A l l - I n d i a I . l 2 0 . 0 14.1 2 4 . 9 3 . i 14.4 5 5 . 2 3 5 . 0 0 .7 17.8 124.3 

N O N - C U L T I V A T O R S 
1. Andhra Pradesh 2.0 77.1 0.2 12.8 0.1 — 8.8 3S.2 ,— — 22.8 
2. Assam — 0.1 — 0.2 — 3.6 — 0.2 — 9,5 
3. Bihar — — 0.2 — 0.2 39.6 3.1 25.7 — — 5.6 
4. Gujarat 0.1 — 0.3 — 0.1 — 4.5 48.6 — — 5.2 
5. Jammu & Kashmir 0.4 — 0.5 — 0.7 — 17.4 — — — 71.4 

6. Kerala -. — — 0.0 — 0.1 — 2.3 27. S — — 17.4 
7. Madl iya Pradesh — — 0.3 3.4 0.4 57.2 4.6 43.1 — — 6.5 
8. Madras . . .— — 0.6 — — — 9.1 42.1 — — 13.3 
9. Maharashtra — — 0.2 — 0.2 — 4.2 20.1 — — 10.7 

10. M « o r e . , — — 0.8 5.5 0.2 — 7.9 37.7 — — 16.9 

11. Orissa . 0.3 — 0.2 — 1.6 12.9 — — 3.1 
12. Punjab . . 0.1 — 0.4 11.1 0.2 — 35.0 41.4 0.2 100.0 41.6 
13. Rajasthan — — 0.2 — 0.5 — 20.0 27.6 — — 21.0 
14. Uttar Pradesh . . — 0,2 7.1 0.6 — 20.4 49.1 — •—- 21.7 
15. West Bengal — — 0.3 —. 0.9 3.2 3.4 37.7 — — 7.3 

A l l - I n d i a 0.2 7 4 . 8 0 . 3 3 .3 0 .3 8 .0 9.7 4 0 . 5 7 8 . 5 15.0 

A L L R U R A L H O U S E H O L D S 
123,1 1. Andhra Pradesh 1.2 43.7 11.2 26.8 2.4 20.S 41.1 41.0 0.2 4.8 123,1 

2. Assam — 2.1 1.0 2.7 6.2 16.4 8.8 0.8 10.4 39.7 
3. Bihar .. o!o 28.8 4.2 7.8 1.1 2.9 25.6 21.0 0.1 14.8 46.9 
4. Gujarat 2.7 18.3 41.8 39.8 5.4 36.7 36.4 35.8 0.3 33.4 129.2 
5. Jammu & Kashmir 0.6 — 2.5 0.5 14.7 0.2 40.0 19.5 — — 85.S 

6. Kerala 1.6 89.4 4.3 9.6 2.2 1.9 18.2 18.7 1.2 35.2 69,7 
7. Madhya Pradesh •— 5.4 5.3 2.1 8.6 39.4 44.1 0.3 87.2 72.9 
8. Madras .. 0.3 — 18.2 42.6 1.4 9.6 36,6 37.8 1.1 15.9 122.2 
9. Mahamshlra 1.1 15.5 10.2 27.2 3.1 17.3 21.3 20.6 0.2 S.O 90.0 

10. Mysore . . 1.7 37.2 20.5 IS.O 3.9 26.2 49.4 26.4 5.3 12.3 183.1 

11. Orissa 0.1 3.8 1.9 1.6 1.0 11.4 19.2 — .37. S 
12. Punjab . . 1,7 — 21.8 11.3 5.3 15.2 106.8 30.7 o!2 56.3 172,;' 
13. Raj.i5tl)au 1.0 33.6 18.2 28.0 1.7 30.3- 105.4 57.2 0.1 — 155.9 
14. Uttar Prailrsh . . 1.1 4.1 6.4 14.4 3.1 8.5 70.0 34. S 0.2 • 9.S ioi , ; i 
\5. AWsi Bengal 0.1 — 2,6 3.6 3.4 11.6 13.9 22.1 0,1 15.5 30.7 

A l l - I n d i a 079 ~ 2 4 . n 10:4 2 4 , 8 " "2.7 14.2 ' 43 .1 3 5 . 3 0 , 6 18 .3 " " 95,2 

3S.S 
l/.S 
22.9 
:'' 2 
j7.5 

2t.r 
;•>•'.. 4 
•Hi.7 
21; S 
31.2 
10.2 
20.9 
54.Z 
20.3 
.I'J.O 

33. T 

40.i 

IS.l 
42.i 

3.6 
IS.l 
42.4 
2i.C 
40.4 

25.0 
3S.3 
26.-S 
48.0 
27.5 

V.6 

39.5 
ji.d 
22.i 
'ii.f' 
11.6 

23 'j 
ss'.r 
46.^ 

31.i 

lOJ 
2S.'l 
53.t 
56.1 
•20.1 

13,3 
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S T A T E M E N T N o 1 5 — B O R R O W I N G S A S S O U R C E O F F I N A N C E F O R C A P I T A L E X P E N D I T U R E I N 
N O N - F A R M B U S I N E S S 

State/Item 

Land and 
Bitildings 

Aver- Exp^ " -
age diture 

expen- finan-
diturc ced 
per from 

house- borrow-
hold mgs 

(Rs.) (Per cent) 

Production 
equipment 

and 
accessories 

Transport 
equipment 

Other Capital Total Cap iu l 
Furniture Expenditure Expenditure 

and In N o n - Jn Non -
Fixtures farm business fann btmncss 

Aver- Expen- Aver- Expen- Aver- Expen- Aver- Expen- Aver- Expen-
age diture age diture a^e diture age diture age diture 

expen- finan- expen- ftnan- expen- finan- expen- finan- expen- fir\an-
diturc ced diture ced diture ced dilure ced diture ced 
per from per from per from per from per from 

house- borrow- house- borrow- house- borrow- house- borrow- house- borrow-
hold ings hold ings hold ings hold ings hold ings 

(Rs.) (Percent) (Rs.) (Percent) (Rs. ) (Percent) (Rs.) (Percent) (Rs.) (Percent) 

3 10 11 12 

i. Andhra Pradesh 
i Assam 
3. Bihar 
t. Gujarat - - . ; 
3. Jammu & Kashmir 

6. Kerala 
T, Madhya Pradesh 
S. M:'.dras 
S Maharashtra 

Mysore . . 

11. Orlisa . , 
1-'. Punjab . . 
13. Rajasthan 
14. Uttar Pradesh . . 

0,2 
0.6 
1.2 
0.8 

6.1 
0.1 
2.1 
0.5 
0.3 
0.4 
0.3 
1,4 
5.3 
1.0 

96.2 
9.7 

64.6 
23.0 

18.0 

52.8 

6.8 
68.9 
21.4 

3.3 

0.6 
1.0 
1.0 
1.6 
0.6 

2.8 
0.2 
4.0 
3.9 
1.8 

0.4 
1.9 
1.0 
1.8 
1.2 

C U L T I V A T O R S 
45.1 0.8 19.1 

25.7 0.5 31.3 
16.8 1.8 11.6 
68.2 3.1 41.9 
— 0.3 21.0 

19.8 4.4 35.5 
5.1 0.9 20.4 

62.9 2.3 20.3 
2.9 9.4 0.3 

47.5 0.5 — 
81.0 0.9 — 
~ 2.6 12.9 

24.2 2 .9 38.4 
33.9 2.9 14.8 
12.4 2.1 28.7 

0.1 — 

0.1 
0.2 

0.5 

0.5 
0.1 

61.8 
72.1 

7.4 

73.6 

0.2 — 

O.l — 
0.1 — 

0,2 

O.l 

0.6 

0.2 

0.4 
0.2 
1.4 

0.2 
0.6 
0.2 
0.1 

10.9 

26.4 

69.7 

12.2 

78.8 

0.6 
24.6 

1.6 
1.8 
3 .5 
6.0 
2.4 

13.9 
1.2 
9.4 

14.0 
4 .0 

1.6 
5.1 
5.9 

10.1 
4 .6 

28.1 
24.8 
22.3 
45.Z 
25.1 

23.4 
16.0 
51.3 

1.0 
21.3 

18.8 
10.7 
2S.2 
12.2 
16.9 

All - fndla 1.8 i 3 . 4 1.6 30 3 2.6 15 .6 O. l 3 1 . 9 0 . 2 16.1 6 . 2 19 .0 

N O N - C U L T I V A T O R S 

Andhra Pradesh 0.4 74.1 1.6 47.8 0.2 43.4 — 0.2 22.0 2.6 49.4 

Assam 2.1 0.9 2.9 0.8 38.0 0.2 — — 4 .0 8.4 
X Bihar 0.6 3.0 17.9 4.3 2.4 — 6.1 14.0 8.0 8.2 
4.. - Gujarat . . 0.8 55.fi 6.7 2.7 4.3 5.2 o'.i 28.6 0.6 3.5 12.8 9.6 

jammu & Kaahittir 1.3 — 2.0 — 1.6 — — — — 5.0 —• 

>\. Kf rala 2.0 34.4 6.1 0.1 2.4 3.3 1.2 — 0.1 — 11.8 6.5 

- Machya Pradesh 0.3 62.5 1.3 2.2 0.6 — 0.1 — 2.2 9.1 

Madra,i . . 0.8 27.5 3.9 8.8 2.6 10.4 0.4 21.6 0.2 — 7.8 22.6 
'.1, Maiiarashtra 0.2 2.1 23.8 0.3 — 86.3 0.2 17.5 2,7 20.3 

Mysore . . O. l 100.0 1.2 1.9 13.3 2.4 6.'2 — 0.2 — 14.9 2.7 

11. Orissa 0.4 1.8 36.2 0.3 — — 2.5 26.0 
\t Punjab 0.4 36.4 4.4 42.9 8.1 19.4 i.2 — 6.3 — 14.4 25.0 

Rajasihan 1.5 64.4 1.1 .— 1.4 7.1 — •— 0.1 45.0 4.0 26.4 
U. Utt.-.i- Pradesh . . 1.8 17.5 2.4 27.8 1.6 G.2 0.1 — 0.8 25.4 6.7 29.1 

West Bengal 0,4 — 3.0 8.9 3.2 4.4 — 0.3 —• 6.9 5.9 

Ail-lniJia 0 , 7 25 .7 2 .7 19.2 2 .8 7 ,5 0 .2 7 . 7 0 .3 13.6 6 . B 14,3 

A L L R U R A L H O U S E H O L D S 

Atidtiia Pradesh 0. .2 75.2 1 .0 46.7 0, 6 21.7 • — 0. 2 14.6 I . 9 37.8 

Asian 0, ,6 1.7 1 .0 20.8 0, ,6 33.5 6'. 1 — — 2. ,3 17.9 
Bihar . , 0, ,6 49.8 1 . 0 17.3 2, 3 7.9 — 6! I 15.6 4, ,5 16.9 

Gujarat . . 1. 0 38.7 3 .2 24.3 3 .5 27.4 0. 2 37.3 0, .2 3.1 8. .2 27.2 

Jatnniu & Kashmir 0, ,8 — 0 .7 — 0 ,4 e.9 0, ,2 72.1 0, ,6 69.7 2, .6 21.0 

5 .3 19.2 3 .4 12.4 4 ,0 32.8 0, ,6 4.6 0, ,2 10.1 13. ,5 20.5 

J^adh) a Pradesh 0. 1 0 ,2 18.9 1. 0 15.1 0. 1 — —• 1, .4 13.€ 
Madr;;s . . 1 6 48.4 4 .0 43.3 2, ,4 16.4 0, ,6 56.4 0. 3 62.6 8, ,8 38.S 

Mahar.-sKtra 0 ,4 3 .3 7.0 6. ,5 0.3 0. 1 23.4 Q. .2 6.1 10, ,4 S.6 

0 .2 5.7 I ,6 38.8 3, ,9 2.2 0- 1 — 1. I — 6 .9 10.5 

0 ,4 4.8 0 .8 50.7 0, — — 1 .0 21.e 
^"jaL> . , 0 ,4 53.1 2 .9 26.5 4 .9 17.4 o! 6 — 6! .2 — 9 .0 20.1 

Rajasthan 1 4 27.5 1 ,0 20.7 2, ,7 36.3 — 0, ,6 1.2 5, ,6 28.0 

Uttar Pradesh ., 4, 6 4.5 1 ,9 32.4 2. 6 U.S 6! 1 — 0, 3 25.1 9, ,4 13.2 

West llt-ngal 0, .8 1 .8 20.4 2. ,5 18.4 0. 1 —• 0. .2 — 6 .3 

Wl-lnjl ia 1 .5 15.0 1 .9 2 6 . 1 2 ,6 13.3 0. 1 19.9 0 2 15.4 . 6 ,4 17.7 

http://55.fi
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S T A T E M E N T N o . I f r — E X P E N D I T U R E O N R E S I D E N T I A L P L O T S A N D B U I L D I N G S A N D D U R A B I . L 
H O U S E H O L D A S S E T S ( G A S H E X P E N D I T U R E ) 

Residential Plots and Buildings 

C U L T I V A T O R S N O N - C U L T I V A T O R S A L L R U R A L H O U S E H O L D S 

Propor Aver Aver Propor Aver Aver Propor Aver Aver
tion of age age tion of age age tion of age age 
house expen expen A g g r e  house expen expen A g g r e - house expen expen Aggrt-
holds diture diture g a t e holds diture di mre g'^te holds diture diture gate 

report per per e n p e n - report per per e x p e n  report per per expen
ing house repor d i t u r e ing house report- d i t u r e ing house repor diture ing 

hold ting hold ting hold ting 
State/Item house house houseState/Item 

hold hold hold 
(Per (Rs.) (Rs.) (In (Per (Rs.) (Rs.) (in (Per- (Rs.) (Rs.) lin 
cent) crorea cent) crores cent) crores 

ofRs. ) 
cent) 

o fRs . ) 
cent) 

cfR<, 

1 2 3 4 6 6 7 8 9 10 11 in 

1. Andhra Pradesh 25.2 41.0 163 16 8 21.4 13.1 61 2 . 8 23 9 31.4 131 194 
2. Assam . 18.4 14.6 79 2 . 2 8.5 4.7 55 0 2 16.0 12,2 76 2 5 
3. Bihar . 48.7 37.3 77 22 3 37.0 10,9 29 1.8 46.2 31.5 68 2 .̂1 
4. Gujarat . . 19.0 43.0 226 8 2 12.9 13.4 104 1.2 17.1 33.6 196 95 
5. Jammu & Kashmir 13.4 61.6 384 2 5 17.4 48,8 280 0.2 13.8 51.3 373 27 
6. Kerala . 79.0 60.2 76 12.1 66.4 22,6 34 I . l 76.5 52.9 69 111 
7. Madhya Pradesh 30.7 21.0 68 9 . 3 22.2 18,3 82 2 2 28.9 20.4 71 11,5 
8. Madras . . . 16.7 33.1 198 11.3 11.4 23.6 207 4 7 14.7 29,6 201 l«.0 
9. Maharashtra . 23.2 33 8 146 12 7 16.4 8.4 61 1.5 21.0 25.7 122 14 2 

10. Mysore . . . 12.6 45.9 364 1 1 3 8.4. 16,2 193 1.5 11.5 38.0 331 n.z 
11. Orissa . 48.7 23.6 48 5 6 61.3 15.0 29 1.5 49.5 21.0 43 7 0 
12. Pimjab 27.1 69.0 255 11.2 17.2 26.8 156 3.0 23.0 51.7 224 14 1 
13. Rajasthan . 26.7 47,4 177 12.9 18.4 14.4 78 0 . 6 25.6 43.0 168 |] 5 
14. Uttar Pradesh . . 49.1 42.2 86 4 0 8 35.6 19.7 65 4 8 46.4 37.7 81 4Si 
15. West Bengal 52.5 28.8 65 9 . S 35.9 19.2 64 3.1 47.0 25.7 55 12 6 

A l l - I n d i a 36 .3 3 7 . 8 104 190.6 2 5 . 5 16.6 65 3 0 . 4 33 4 3 2 . 2 96 221 0 

Durable Household Assets 

C U L T I V A T O R S N O N - C U L T I V A T O R S A L L R U R A L HOUSEHOLDS 

State/Item 

Propor- Aver-
tion of age 

house- expcn-
holds diture 
repor- per 
ting house

hold 

(Per
cent) 

(Rs.) 

Aver- Propor-
age tion of 

Cxpen- A g g r e - house-
diture gate holds 

per expen- repor-
rcpor-d i tu re ting 
ting 

house
hold 

(IN 
(Rs.) crores (Per-
_ o f R s ^ cent) 

Aver
age 

expen
diture 

house
hold 

(Rs.) 

Aver
age 

expen- A g g r e -
diture g t e 

per e> p e n -
repor- d i t u r e 

ting 
hoiisc-
hold 

(in 
(Rs.) crores 

of Rs.) 

Propor
tion of 
house
holds 
repor
ting 

(Per
cent) 

Aver
age 

expen
diture 

per 
house
hold 

(Rs.) 

Aver
age 

expen- Aggre-
diture gate 

per expen-
repor- diture 
ting 

house
hold 

13 14 16 16 17 18 19 20 21 22 

1. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat . , 
5. Jammu & Kashmir 
6. Kerala 
7. Madhya Praiicsh 
8. Madras 
9. Maharashtra 

10, Mysore 
I L Orisia 
12. Punjab . . 
13. Rajasthan 
14. Uttar Pradesh . . 
16. West Bengal 

A I M n d l a 

3.6 
10.5 
11.9 
9.9 
9.0 

15.8 
9.2 
4.1 
7.5 
8.2 

12.0 
29.4 

9.0 
18.1 
10.3 

4.6 
3.3 

11.7 
11.2 
12.9 
10.6 
6.7 
6.6 
6.0 

10,3 
4 4 

19,9 
8.5 
9.4 
2.7 

128 
31 
99 

114 
143 
67 
62 

135 
81 

126 
36 
68 
94 
52 
27 

1.9 
0 . 5 
7 .0 
2.1 
0 , 6 
2.1 
2 5 
1 9 
2 . 3 
2 5 
1.0 
3 2 
2 . 3 
9 .1 
0 . 9 

2.8 
4.9 

10.0 
8.2 

11.9 
10.0 

6.9 
4.6 
5.1 
6.9 
6.9 

18.2 
7.5 

10.4 
8.7 

2.2 
2.9 
2.8 
6.0 

11.0 
2.4 
3.2 
3.3 
2.1 
2.9 
2.0 
8.0 
5.5 
3.7 
6.8 

11.5 8 1 70 40 .7 7 .8 3 .6 

75 
68 
28 
60 
92 
25 
46 
71 
41 
41 
30 
44 
73 
36 
66 

46 

0 . 5 
O . l 
O .S 
0 . 5 
0 I 
0 1 
0 
0 
0 
0 
0 
0 
0 . 2 
0 . 9 
0 . 9 

3.4 
9.1 

11.5 
9.3 
9.3 

14.6 
8.7 
4.3 
6.7 
7.9 

10.6 
24.8 
8.8 

16.6 
9.7 

3,8 
3.2 
9.8 
9.2 

12.8 
9,0 
5.1 
4.7 
4.8 
8.3 
3.7 

15.0 
8.1 
8.3 
3.7 

6 .6 10.5 6 . 9 

113 
35 
85 
99 

138 
61 
69 

110 
71 

106 
35 
61 
92 
60 
3S 

" 6 r 

2,4 
0 6 
7 5 
2 * 
0.1 
2,2 
2 » 
2i 
2i 
2 8 
12 
4 1 
2 5 

10 0 
|8 

In 



D U R A B L E I I O U S E H O L D A S S E T S 

Cultivators N o n-cultivalors A U rural households 

State 

Residential piots 
and buildings 

Durable household 
assets 

Residential plots 
and buildings 

Durable household 
assets 

Residential plots 
and buildings 

Durable household 
assets 

Average Expenditure Average Expenditure Average Expenditure Average Expenditure Average Expenditure A v e r s e Expenditure 
amount financed amount financed amotmt financed amount financed amount financed amount financed 

per from per from per from per from per from per frorr 
household borrowings household borrowings household borrowings household borrowings household borrowings household borrowings 

(Rs.) (Per cent) (Rs. ) (Per cent) (Rs. ) (Per cent) (Rs.) (Per cenl) (Rs. ) (Per cent) (Rs. ) (Per cent) 

1 2 3 4 5 6 7 8 9 JO 11 12 

1. Andhra Pradesh . , 41.0 44.S 4.6 39.0 13.1 3^.9 2.2 10.7 31.4 44.1 3.8 37.i 

2. Assam U . C 5.5 3.3 4.7 „ 2.9 — 12.2 4.9 3.2 

3. Bihar 37,3 13.1 11.7 3.7 10.9 15.6 2.8 3.6 31.5 13.3 9.8 2.0 

4. Gujarat 43.0 32.3 11.2 8.0 13.4 26.3 5.0 20.0 33.5 31.3 9.2 30.$ 

5, Jammu & Kashmir 51,5 9.3 12.9 7.8 48.8 2.5 11.0 — 51.3 s.s 12.8 7.0 

6. Kera la 60.2 19.8 10.0 1.9 23.0 6.6 3.4 — 52.9 18.7 9.0 2.2 

7. NIadhya Pradesh 21.0 17.1 5.7 22.8 18.3 26.8 3.2 18.8 SO. 4 18.6 5.1 23.6 

8. Madras 33.1 44.3 C.6 16.1 23.C 38.7 3.3 21.2 29.6 42.6 4.7 17.0 

9. Maharashtra 33.8 18.6 6.0 1.7 3.4 3.6 2.1 4.8 25.7 37.1 4.8 2.2 

10. My i o r e 45.9 30.1 10.3 22.3 16,2 51.3 2.9 3.4 38.0 32.4 8.3 21.7 

11. Orissa 23.5 7.2 4.4 4.5 15.0 2.0 2.0 — 31.0 6.2 3.7 2.7 

12. Punjab 69.0 21.0 19.9 6.5 26.8 23.9 8.0 13.8 51,7 22.2 15.0 8.9 

13. Rajasthan 47,4 28.$ 8.0 29.4 14.4 29.9 5.5 9.1 43.0 29.3 8.1 27.2 

14. Uttar Pradesh 42 .2 IZ.3 9.4 35.8 19.7 16.8 3.7 24.3 37.7 32.7 8.3 15.7 

I S . West Bengal 28.8 10.S 2.7 • - ' 19.2 12.0 5.8 ~- 25.7 32.2 3.7 — 
A l l - t n d t f t 3 7 . 8 2 1 . 7 8 .1 11 .6 16.6 2 3 . 6 3 .6 11.3 3 2 . 2 2 2 . 0 6 ,9 11 .6 

ON 
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S T A T E M E N T No . 1 » — F I X E D C A P I T A L F O R M A T I O N 

Farm Business Non-Farm Business 

Stale 

Pro
portion 

of 
house
holds 

r cport-
ing 

(Per 
cent] 

Aver 
age 

amount 
per 

house
hold 
(Rs.) 

Aver 
age 

amount 
per 

report
ing 

house
hold 
(Rs.) 

Pro
portion 

of 
house
holds 
report

ing 
(Per 
cent) 

Aver 
age 

amount 
per 

house-
liold 

Aver 
age 

amount 
per 

rcpor l-
ing 

Iiousc-
hold 

Residential Houses Tota l Fixed 
Capita l formation 

Pro
portion 

Aver
age 

Aver 
age Average Aggre-

of amount amount amount g-te 
house- per per per amount 
holds house- report- house- in 

report- hold ing hold crores 
ing {Ri.j house- ( 2 ) - f ( o ) ofRs, 

(Per hold 
cent) (Rs. ) (Rs.) 

I 2 3 4 5 6 7 8 9 10 11 

C U L T I V A T O R S 
1, Andhra Pradesh 17.4 44. 3 255 1,1 1.2 110 3,1 26.2 840 71, .7 29.) 
2. Assam 25.2 22. 6 90 1,2 1.0 82 4.5 8.3 187 31, 9 4,! 
3. Bihar 15.1 8. 6 57 1.8 2.2 127 5.4 25.9 481 36, . 7 21.? 
4. Gujarat 23.8 79, .8 335 1.0 4.1 428 4.1 37.1 915 121 .0 232 
5. Jammu & Kaahcnir 9.0 27, 4 277 0.8 i . 7 212 4.9 47.8 971 76, .9 3.7 
6. Kera la 27.4 22 ,3 81 6.0 10.4 172 6.4 39.9 625 72, ,6 I4i 
7. Madhya Pradesh 22.1 18 .6 84 0.5 0 .5 94 3.9 14.6 371 33 .7 14! 
8. Madras 22.5 60. 5 269 2.3 7.5 327 2.5 20,8 817 88. .8 30.4 
9, Maharashtra 22.0 59, 3 255 1.5 9.0 607 3.2 24.8 772 90, .1 33.9 

10. Mysore 34,7 84. ,0 244 1.4 1.4 101 2.1 37.1 1742 123, .1 30 5 
11. Orissa 39.0 24. c 68 0.8 1.1 138 4.7 11.5 245 37, '1 89 
12. Punjab 45.3 50, .4 111 3.0 3.0 99 6.7 57.5 863 110, .9 18 0 
13. Rajasthan 16.4 27, ,2 165 1.9 4.3 224 8.6 47.4 551 78, ,9 li.4 
14. Uttar Pradesh 26.2 20. ,0 79 2.2 7.8 360 5.7 27.2 480 53, ,0 53.1 
Ifl. West Bengal 16.8 8 ,3 49 3.1 2 .9 93 4.6 18.7 407 29, ,9 9.8 

A l l - I n d i a 2 3 . 3 3 2 . 7 H O 1.9 4 . 4 233 4 . 7 2 7 . 0 573 64 .1 322 S 

N O N - C U L T I V A T O R S 
1. Andhra Pradesh 1.9 2 .0 139 2.0 1.6 80 2.4 4.7 199 8. .0 1,9 
2. Assam 2.9 3. ,1 108 1.6 3.0 185 0 .8 1.8 226 7. .9 o.i 

3. Bihar 4.1 0, ,3 7 3.0 9 .3 209 2.5 4.4 174 11, .0 l.B 
1.3 4, Gujarat 0.3 0. ,2 69 4.6 5.8 121 1.0 8,3 534 14 .3 
l.B 
1.3 

5. j a m m u & Kashmir 0.9 1. ,2 129 3.7 4.D 132 5.5 42.1 765 43 . il 0.1 
0, Kera la 8.2 0. ,5 6 4.8 7 .2 149 2.7 7.7 288 15 .4 0,1 
7. Madhya Pradesh 4.2 0. .5 11 1.4 1.1 82 3.8 14.3 378 15, ,9 1.9 

4.5 S. Madras 2,5 1. .3 62 4,2 4 .3 102 2.3 16.9 726 22. 
1.9 
4.5 

9. Maharashtra 2.8 0. .4 16 2.6 2.0 76 2.3 5.0 219 7. .4 1,1 
10. Mysore 8.3 2, ,4 28 3.4 13.7 402 1.1 1.7 162 17 ̂  7 \.i 

O.S 11, Orissa 10.0 1, .0 10 1,1 1.0 94 1.8 3.3 180 5 ,3 
\.i 
O.S 

12. Punjab 3.2 2, ,1 66 6,5 9 .0 137 3.7 18.8 505 29 .9 3.4 
13. Rajasthan 1.7 0, ,3 15 4.5 2 . 9 64 3.2 9.2 287 12 ,4 O.i 
14, Uttar Pradesh 2.7 0. .6 23 4.9 4 .6 94 3.4 8.8 255 14 ,0 3.4 
15. West Bengal 3.6 I .0 27 2.9 2.7 92 3.7 11.2 304 14. ,9 2.^ 

A l l - I n d i a 3.4 1 1 32 1.4 4 . 3 127 2 .7 8 8 330 14.2 2*,P 

A L L R U R A L H O U S E H O L D S 
1. Andhra Pradesh 12,0 29.9 249 1.4 1.4 95 2.9 18, ,8 066 50, .1 
2. Assam 19.7 17.8 90 1.3 1.5 113 3.6 6. .7 189 26, 
3. Bihar 12.7 0.8 53 2.0 3.1 iS4 4.8 21, ,2 446 31, 1 
4. Gujarat 16.2 54.1 334 2.2 4.6 211 3.2 27. ,8 857 86. 
5. Jammu & Kashmir 9.1 25.1 275 1.0 2.0 187 5.0 47, ,3 961 74. •1 
6. Kera la 23.6 18.0 76 5.8 9.7 169 5.7 33, ,C 594 01, :i 
7, Madhya Pradesh 18.3 14.7 81 0.7 0 .6 89 3.9 14, ,5 373 29. 
8. Madras 15.1 3S.7 256 3.0 0.3 2?I 2.5 19. 3 785 &i. 
9. Mahaiashtra 15.9 38.5 242 1.8 0.7 369 2.9 18, 5 634 63. 7 

10. Mysore 27,6 62.7 227 2.0 4.7 240 1,8 27, ,7 1499 95, i 1 
11, Orissa 28.5 17.8 62 0.9 1.0 122 3.9 9, ,1 236 27. •J 
12. Punjab 25.0 30.6 109 4.5 5.5 122 5 4 41, ,6 763 77 
13. Rajasthan 14.5 23.6 163 2.2 4.1 181 7,9 42. ,3 ,̂ 37 70, i< 
14, Ut iar Pradesh 30.7 6,1 78 2.7 7.2 264 5.2 23, .5 450 46. 
15, Wes t Bengal 12.4 5.8 47 3.0 2.8 93 4 3 16 .2 378 2i-

A l l - I n d i a 18.1 2 4 . 3 134 2 .3 4 . 4 191 4 . 2 22 .1 531 50 8 

31.3 
S.3 

:3,J 
2*. 5 
4,0 

IS.4 
I6.K 
34' 

32. i 

113 



S T A T E M E N T No . I » — I N D I V I D U A L I T E M S O F F I X E D C A P T T A T . l - O K M A T K ^ X TN F A R M BUSINES.S 

(ALL RURAL HOUSEHOLDS) 

Percentage share in aggregate fixed capitnl formation of 

State/Item 

A g g r e g a t e 
f ixed 

c a p i t a l 
f o r m a t i o n 

i n f a r m 
b u s i n e s s 

( i n c r o r e s 
o f 
R s . ) 

Bunding and other 
Land improvements 

Recla
mation 
of land 

Major 
aliera-
tions, 

additions 
and 
other 
land 

improve
ments 

Construc
tion of 
new 

bunds 
and 
other 
land 

improve
ments 

N e w 
planta
tions 
and -

Addi 
tions lu 
existing 
orchards 

and 
planta

tions 

Other Irriga
tion resources 

Wel ls 

Purchase of 
new additional 
equipment of 

Farm houses, Grain 
golas and Cattle sheds 

Major 
aUera
tions 

Constru Major Constru Major Add i  Kew 

ction altera ction tradi im altera tions to cons
tions tional proved tions exist truc

type type ing tion 
struc
tures 

Other 
items 

of Fixed 
Capita! 
Forma

tion 

1 2 3 4 5 6 7 8 0 10 11 12 13 14 15 

L Andhra Pradesh . . 18.7 12.7 72.6 8.3 0.1 3.4 21.4 2.7 0.1 11.8 20.4 0.7 0.2 5.6 
Assam 3.6 61.4 2.0 4.9 3.4 0.3 1.4 7.0 0.9 2.1 0.3 0.5 1.5 11.8 2.5 

:i. Bihar 5.2 9.1 8.4 7.9 0.9 0.7 24.0 5.6 4.1 20.S 6.0 1.5 0.5 10.5 
4 . Gujarat 15.3 1.7 4.8 9.8 0.2 S.2 8.8 0.4 1.8 20.9 33.7 1.1 0.3 8.0 0.3 
•J Jamniu & Kashmir 5.3 14.1 4.4 2.1 6.0 0.4 9.4 0.5 __ 1.0 0.3 1.3 1.1 59.3 

tJ. Krra la 4 . 5 22.3 1.3 14.0 23.0 1.4 1.1 7.6 0.4 6.8 0.5 0.1 8.4 3.3 
7. Madhya Pradesh 8.3 5.r, 5.1 29.4 0.9 32.2 — — 12.0 4.5 1.1 1.4 5.9 2-0 
S. Madras 2 1 . 0 16.2 2.1 3.4 1.1 22.0 12.1 0.4 12.3 24.6 — — 3.0 2.8 
9. Maliaraslitra 2 1 . 3 11.2 8.0 16.9 1.2 3.3 29.6 1.9 0.6 6.2 12.0 1.5 0.4 5 3 0.4 

10. Mysorr 21 .1 20.Z 5.4 9.6 9.6 3.7 22.3 0-2 0.3 14.1 7.4 0.1 0.3 s.:i l.l) 

11, Ori.ssa 6.0 56.5 20.6 6.3 0.1 0.2 2.9 0.1 0.3 8.9 0.1 0.1 0.6 3.2 0.1 
1 2 . Punjab 8.4 14-1 O.S 2.7 0.4 2.2 11.1 2.2 2.5 22.1 23.8 2.0 3.3 12.4 0.4 
I : l Rajasthan 7.4 4.4 1.4 5.4 0.2 9.8 31.3 — 4.4 23.6 11.5 0.7 2.2 4.8 0.3 

1 4 . Utlat Pradesh 19.5 21.5 4.2 5.4 2.5 3.9 17.9 0.3 4.2 17.7 8.7 3.2 2.4 7.9 0.2 
1 j . West Birugal 2 .9 12.1 4.4 8.2 44 0.8 1.3 0.1 1.4 16.3 4.0 11.7 1.8 31.2 2.2 

A l l - I n d i a 166.8 16.7 6 .2 9 . 3 2 7 5.9 18.0 l . l 1.5 13,8 14.6 1.2 0 . 9 7.1 0 . 9 
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SlaU/l lem 

A g g r e - -
g a t e f - ixed 

C a p i t a l -
F o r m a t i o n 

i n N o n -
f a r m b u 
s i n e s s ( in 

c r o r e s 
o f Rs.j 

Percentage sliarc in aggregate fixed capital Ibrmatioti of 

BuiLi>IN(;S 

Major Additions Conslru-
altrraiions to exisluig ction 
lo existing siriicturcs of new 
structures structures 

Purchase of 
new produc

tion equip
ment and 

accessories 

Pure lias e 
of new 

Tran:*port 
equip
ment 

Purcliase 
of new 
Furniture 

ar.d 
Fixtures 

Other 
items 

of 
iSon-
farm 

business 

I 2 3 4 5 6 7 8 

1. Andhra Pravlesh 0 .9 3.4 55.2 32.3 — 9.1 

•i. Assani 0 . 3 0.8 .— 48.0 25.6 23.4 1.8 0.4 
Bihar 2 4 0.3 1.3 16.1 29.7 51.6 0 .3 0.7 

4.. Ciijatat 1.3 1.0 - 8.4 45.2 40.8 3.0 1.6 
5. Janiinu & Kashmir 0 . ) 21.6 — 23.5 31.4 16.2 S.2 

(1. Kerala 2 . 4 10.0 0.3 .^3.0 20.7 28-9 6.3 0.3 
7̂  Madhya Prade^h 0 4 — — 8.0 33,4 41.9 15.9 0.2 
8. Madras 3.4 1.8 6.2 20.4 37.9 23,3 7.2 3.3 
U. Mahara-ihtra 3.7 0.7 6.3 39.6 51.8 0 .6 1.0 

lU. Mysore 1.6 -- — 3.5 21.1 74.1 1.2 0.1 

11. (-)ri!sa 0 . 4 24.8 1.9 41.1 30.6 1.5 - • 
12. Pttnjiib 1.5 0.2 0.6 — 33.9 ,54.3 5.4 O .e 
13- Rajasthan 1.3 O.'i 32.8 14.3 42.3 0 .4 10.0 
11 Uttar Pradcili 8 7 l . l 2.0 55.7 18.2 20.8 0.4 1-8 
ir>. West Ik-ngal 1,4 3.0 — 18.9 40.6 34.1 1.8 1.6 

A l l - I n d i a 2 9 . 9 1.7 1 8 2 6 . 9 2 9 . 0 36 .1 2 . 4 2.1 

S T A T E M E N T No, 2 1 — I N D I V I D U A L I T E M S O F F I X E D C A P I T A L F O R M A T I O N 
I N R E S I D E N T I A L H O U S I N G 

( . \ L L R U R A L HOOSE I IOLDS ) 

Siatt/lteni 

A g g r e g a t e 
F i x e d C a p i t a l 

F o r m a t i o n 
( in CRORES 

o f R s . ) 

Percentage share in aggregate fixed capital formali" i o 

Major 
alterations 
to existing 
structures 

Addition? to 
existing 

structures 

ConslriK :on 
of LIT' • 

SLRUCLII-.'S 

1 2 3 

1. .\ndhra Pradesh 11.7 8.3 8.2 
2. .Vsam 1 4 15.7 19.1 
3, Hiliar 16.2 18.9 16.1 
L (iuj-irat 7 . 9 41.5 10.5 
5. Jamnui & Kashmir 2 .5 25.7 9.6 

6. Koval.i 8 . 4 25.3 10..•> 
7. Madhv.i Pradesh 8 . 2 25.8 11.3 
8. Madras 10.5 11.4 .5.7 
9. Mahara:^htra 10.2 19.5 10.1 

10. Mysore 9 . 3 18.2 3.3 

11. Oiis.'sa 3.1 15.2 20.4 
12. Punjab 11.5 12.9 2.1,5 
13. Rajasthan 13.2 26.6 10.0 
14. I ' n a r \*r.-\«U<:h 2 8 . 5 22.9 17.7 
15. We - t Brnsa l 8 0 Tii.s 12.8 

A l l - I n d i a 151 ,8 2 0 . 4 13 S 
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6 .1 . 

64 
48.1' 
64-7 

62. 

70. ' 

04.1 
m J ' 

57. ,•• 
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CAPITAL BDRMAXION BY RUR.Ui HOUSTOL .̂S: OF GUifARAT 

V.V. Divatia 

! • Object. 

1.1 The main object o f this paper i s to ex<sriine the state level 
estimates of capital formation by the rural households of Gujarat State. 
These estimates becane recently available from two sources, v i z . , (1) the 
results of the surveys conducted by the NS? in 19^-60 and (2) the A l l -
India Rural Debt and Investment Survey (AIROIS) 1961-62 conducted by the 
Reserve Bank of India. Although the reference periods are d i f f ^ent , I t 
is felt that a discussion of the concepts, definitions^ methods of 
collection, results , etc., would prove useful i.n bringing out some interesrt-
ing features related to capital formatior^ Earlier, for 19?1-52, the 
Reserve Baric of India had conducted i t s Rural Gred3.t Survey but the 
estimates o.f capital formation are available for only three districts of 
the State, v ia , , Junagadh, Ahmedabad and Broach as then constituted. 
There have been follow-up surveys by the Reserve Baric. However, these 
results have not been studied in the paper because of their Uraited 
geographical ooverage, 

1.2 In liiat follows, the individual surveys are Qxamined separately* 
After stating the main object of this paper in Section I , Section I I studies 
the !ISS Survey and Section I I I the AIRDIS. Section IV brings out the 
differing aspects of these two surveys and Suggests in \ihat direction 
atttmpts to bring about comparabilities, to the ejctent possible, can be 
made. I t then attempts to discuss these modified estimates which are 
placed in juxtaposition. limitations have alsc been onphasised at the end 
of this section. Section V gives some concluding ronarks. 

1*3 I t must be stated at the outset that the study pertains to the 
main aggregates, v iz . , the total capital formation, the per-household and 
per reporting household capital formation on fjjjcod asset formation, and 
the proportion of households reporting capital fonnation in any one or 
m«re physical asset formation, Tfherever possible^ these figures are given 
by type of asset formation, and by class of ho'isehold. No discussion 
about source of finance and such other aspects takes place in this paper. 
It should also be noted that since figures pertain tc fixed assets, changes 
in financial assets and in stocks of mater:i.als are not included in the 
estimates of capital formation. 

l.lt Furthermore, no observations have been made for the sampling 
designs, since, even with differing sampling d.^signs, i t i s possible to 
get appropriate statot-level estimatt3S (lAirch can then be compared or 
c»ntrasted) through the use of appropriate estimational formulae so long 
as the design i s sudi as to permit scientif ic, state-level estimation being 
done. Also, this i s not a forum to discuss the efficiencies of the 
sampling designs of the NSS and theAjRDlS. 

I I , The National Sample Survey^ 

2.1 The fifteenth round of the multir^purpc?se NSS provided for the 
Q o l l e c t i o n af data on some items of fixed assets to throw l i ^ t on the 
exteTt of capital formation by the household sector in .rura l India on an 
^ l o r a t o r y basis. Before one proceeds to the results, some important 
Poi,nts regarding concepts, coverage, eftc, deserve to be noted. First, the 
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survey was conducted for a perio.d of one year from July 1959 to June 1960-. 
Since the data was asked for, for a period of one preceditig year from the 
d.ite of the inborview, the data collected refers to a moving period of 
one year .beginning anywhere from Jaly 1958 to end of June 19^9 and ending 
correspondingly anynAiere from June 19^9 to June 196o« The annual 
estimates are, therefore, an avea^age of the t^jo-year period July 1 9 ^ to 
June I960, . Secondly, a household i s considered to have participated in 
capital formation i f i t has incurred expenditure daring the reference 
period on purchase, construction and improv ĵmenb of r e : l assets, e.g,laiid^ 
building, tools and implanenbs, vdiicles, livestock ana other durable 
goods used for productive purposes. Fuilxiings for residential purposes 
are included, but other durable norv-productive assets and assets for domestic 
use are not included. Also, as a corollary of recording purchases, rea l 
assets manufactured f'jr sale are excluded* In the above set of concepts, 
the only item requiring some explanation i s * oonstmctxon of livestock^, 
i^ich has been defined as addition to stock by birth.. It i s not, however, 
clear Wiether such addition i s net of removals through death of livestocif. 
Major repairs to buildings, equipments, etc*, which are l ikely to extend 
tho l i f e of the asset by more than a year sxe included as improvementst 
In a l l these creations of new assets or betterment of the old, imputed 
values of homemade materials and fanily labour are included. 

2»2 The NSS has tvo sets of sanples. One, which i s known as the 
Central sanple, for ^ i c h the f ie ld and tabulation works are carried out 
directly by tha MSS Organisation, the Central Statistical Organisation and 
the Indian-Statistical Institute, Calcutta. The other sanple i s known as 
the State matching sample or simply, the State sample, the f ie ld and the 
tabulation works for ;iiich are carried out by the respective participating 
States* The NSS sample size for the Central sanple i s 106 villages £nd 
636 households within these selected vi l lages. The State sample has IO6 
villages and 6UI households within these vil lages. The pooled results 

xboth tha sanples are, therefore, based on 1277 households in 212 villages-» 
Fbr each of the sanples, the selected households were further sub-divided 
into six 3u'->-rounds of about equal divisions, and for each sub^round, two 
sub^sanples of equal size were'selected. Tables given here are based on 
the results of the six sub-rounds and sul^sanples in each siit^ound of the 
Central and the Sate sanple. The combined results, wtierev&c necessai'y, 
have bean worked out by unwal^ted averaging of these separate results of 
bcth tha Ceabral and the State samples* Jbr comparispi-, available A l l -
India estimates based on the Central sanple only are also drawn lipoxu 

2.3 I t is estimated on the basis of the State sample that the aggreg^ate 
expenditure by households on capital formation itans was Rs,25«62 crores 
in the rural areas of Gujarat State, the proportion of hous^olds reporting 
«aa. aibout Uo per cent; the per reporting housdiold ( i . e household reporting 
one or more items of capital formation) Qxp'endtfure was Rs.265, and the 
per household expenditure Ra,106, According to the Central sample, the 
per reporting household expenditure was Rsr3UU which does not compare well 
with the figure of Rs.265 given by the. State sanple. The percenttge of 
households reporting capital formation was ^3.6? ^ i c h compares well with 
the f i ^ r e of I4O per cent for the State sanple. The aggregate expenditure 
as estijttated through the Central sample i s Rs .37.08 crores which i s also 
high as compared to the figures of Rs,25.62 crores onerging from the 
State sanple. The figures when exanined according to itans of expenditure 
show that tho ±tm 'lands and buildings* claims the f i rs t place in the 
per-household expenditure, with 'livestocic' as second in importance. In 
the case of per household reporting specified item of expenditure, the 
power driven equipment, with a figure of Rs,^3k$ i s f i r s t , followed by 
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land and buildings with a figure of R3.1112', Tbj 6 set of fi£-ures I s 
available in the State sample only. I f figures nre computed on the ba3i£' 
of per reporting household, 'lands and-builotngs' i J firsb followed by 
»livestodcU According to modes of expenditvrc, purchases account for 
the highest per reporting household figure of Rs. Iii6 in the case of 
State sample and Rs».ao3.6 for the Central sanple. Construction'of re;i.l 
assets (including ' construction of livestock- - a tdm oocplained a'^o/v.) ̂  
which takes the second place in the mode of bringing about capital 
formation, gives a figure of Rs«l07«6' for the State S£ftip?e and Rs., 103)3 
for the Central sanple. Improvements take ^ the last plaoa ^^th a mcagi'o 
figure of Rs. l l per reporting household in the State sample ?nd as n;ucii 
as Rs,7U in the Central sample, 

The Contribution to the total capit 
three modes i s given in the table below. 

al formation by each of tnese 

(Rs. 1?̂  crcres) 

Mode State Central Gombinod 

Purchases 2 U 9 5 18.05 

Const ruction 11.13 10.76 

Impro vanent 1.07 U.oo 

Total 25.62 37.08 31.35 

2»k The above table shows clase agreepiert f^r aggr6:;r.te figures o f 
purchases, construction only. An unwei^ted arit^haetic average of theses 
two sets of figures places the total capita^- ex-pendatiire at Ps.31'.35 
crores. As proportion of the annual a v e r a g e cf i g r l . c u l t u r a l and animal 
husbandry income of Gujarat for 1958-^ and 1959-60, "this pooled figure 
of C a p i t a l formation i s seen to be 10.7 psr cent, . Annual average for 
these two years has been worked out because the moving reference perio'd 
covers this tw^-year period. Price changes have been i g n o r e d since these 
are also ignored in recording capital formation figures, 

2,5 A comparison of Gujarat^s figures with A^Il-India figures on the 
basis of the Central sample indicates the following position^ 



I t an j ar at AH-Indla 

1. % of households reporting hi^^T 
capital formation 

2. Aggregate capital formation 37.08 709.98 
(Rs. crores). ( 5 . 2 2 ^ # 

3. Aggregate capital formation as % 
of total agricultural & animal 
husbandry income (average of 
1956-59 to 19^-60). 12.63 11.67 

km % of total capital formation in -

( i ) Lands & Buildings I4O.67 U8.16 
( i i ) livestock 30.05 38.99 

( i i i ) Others 29,28 12-35 

5# % of total C a p i t a l formation in ~» 

( i ) Purchase 59.19 62.11 
( i i ) Construction 30.0 2 30,.Ul 

( i i i ) Improvements 10.79 7*a8 

( # indicates % of Guj^at ' s aggregate to All-India aggregate) 

Thus, over 5 par cent of the total capital formafeion of the rural 
households - as defined by the NSS - i s contributed by Gujarat's iniral 
households, ^ i l e bulk of the capital formation comes from lands and 
buildings, and livestodc, in the case of Gujarat and All -India, the 
residuary categories^ relative contribution is-much h i g h e r for Gujarat 
(29.28%) as compared to that for India (12.85iC). 

I I I . The All-India Rural Debt and 
Investment Survey, 1961-»62. 

3.1 The AIRDIS conducted by the Reserve Bank- of India gives estimates 
for I96I-62. The data was oollected for two sub-periods, from 1st July 
1961 to31st Decemuor 196I and 1st January I962 to 30th June 1962. It has 
estimated inter alia capital expenditure and fixed capital formation at State 
and All-India levels. Vdhile the estimates o£ capital expenditure relate 
only to expenditure in cash, estimates of capital formatior include 
expenditures in kind, value of owned assets and materials used and value 
of wrk done by members of the households and permanent servants, " a l l 
items having been suitably evaluated into monetary units". The calculations 
are dono separately for cultivators and non-cultivators as well as for a l l 
rural households, and estimates for farm business, non-farm business and 
residential houses are separately ijorked out for each of these categorj.es . 
of households and types of business. The element of maintenance expendi
ture has been segregated from the total capital expenditure and i t is only 
the expenditure "leading to asset formation" that has been included in 
the capital formation estimates. Furthermore, transfer items such as 
purchases of land, building and livestock are also excluded from tha 
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estimates of capital formation, i s not quite clear whether' net 
increment to livestock i s taken as an iton of capital formation, but un .̂1.I:A 
NSS, i t seems to have been excluded. The estimates are built up on the 
basis of accretion to the fixed assets aa.^calculated from the purchasej;, 
etc. on the one side and sales and losses due. to natioral calamities on 
the other. 

3,2 For Gujarat, the sanple size i s ^Uo vil lages and about Uo selec-ed 
households within each of these vil lages. The All-India sanple oomprisos 
20̂ 7 vJ.llages and about iiO selectad househclds within each of these 
villagos, Althou^, figures are available for cultivators and norj-
cultivators, for farm and non-farm business and residential properi-xes 
separately, the focus here i s on the global figures for a l l fixed abset 
formation and for a l l nxral households, since the object i s oo compore tho 
figures given by the NSS and the i^RDIS, 

3.3. The average per-hous(iiold fi;iui*e of capital formation for the rural 
households of Gujarat i s Rs.86 which compares very favourably with the 
corresponding AH^India figure of Rs.5b.8„ This is principally due to 
the very high level of capital forma^^ion in farm business, whidi i s eec-ind 
highest among the States in terms of average per household, and h i ^e s t 
in terms of average per reporting households. The relevant oomparative 
figures, by type of asset .foitnation, are given below, for a l l rural 
hous^olds. 

Gujarat AlX-*Indi.a 
F^n Resi^ Total Farm Jfon- Resi- to^'al 
busi- farm defttial busi- farm dential 
ness busi- Houses ness busi- Houses 

ness ness 

1. Proportion of house
holds reporting(percenb) 16,2 2,2 3.2 1S.1 • 2.y • U,2 

2. Average anount per 
household (Rs.) 5U.1 U,6 27.8 86 2U.3 U.U 22.1- 50.8 

3» Average amount per 
reporting household . 33h 211 8̂ 7 ' - 13U 151 • 531' 

3.ii I t should be noted here that overall figures per reporting houso-
hcld cannot be worked-out, since the proportion of hous^olds reporting 
any one or more itans of capital formation (unduplicated) i s not as yet 
published^ The comparative analysis for* tota l capital formation can, 
therefore,- be done in terms of average per household only. I t i s , 
however, clear that a lthou^ the proportion of rural households reporting 
farm business capital formation i s higher for jU-l-Indi3, the anounts p(ir 
household, and per reporting household are much higher for Gujarat, 
Indeed, for each type, ^rtiether farm business, nDiv-farm business or 
residential houses, both these averages are higher for. Gujarat than for 
AU-India. 

3.5 Tha following table shows that aggregate fixed assets formation -
defined by the AIRDIS - i s Rs.2i4..5 crores and forms 7 per cent of tha A l l -
India figure. As proportion of income from agriculture and animal 
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husbandry, fixed assets formation i s 6.37 por cenb in Gujarat ss against 
a corresponding fij^ure of 5.1? per cent for AH-lndLa. The eatinates of 
tangible assets aru also relevant to this study in so far as t h e capital 
formation can be seen as a ratio of t h e tangible assets, lt^m. 2 of the^ 
table below shows t h a t for Gujarat capital formation i s 1 .33 per cent of 
the tangible assets, as against the corresponding figure o f I P S S than 
1 par c ^ for Al l - India. I t may be stated, however, t h a t the prici.ng 
procedure for tangible assets i s nDt quite clear. The firr?t report 
published in t h e Dcconber I963 Bulletin of t h e RBI states that "physicel 
assets were evaluated using the average market value pi'evaloiit at the 
time of the i l r s t round of v is i ts " . The second report p'lblished :n the 
June 1965 Bulletin states that "in respect of each item of taiigible 
assets, the market value as on •30th June I962" has b e e n taken into 
account in arriving at estimates. These twD statement ti mean different 
pricing procedures. The estimates used in tnis study .?.^e, however, fix>m 
the second report. 

Total Fixed Capital Formation 

Gujarg-Q AlX-lndja 

1 , Aggregate capital formation . 2Ur.5 3U6,5 
(Rs. :. - crores) ' (7,03) * 

2, Tangible Assets: 
( 1 ) Aggregate (Rs, xn crores) 1836 36l5S 

( 5 .08)* 

(2) Per Household (Rs,) 6U96 5267 

3 , ^ of 1 to 2(1) ' 1 ,33 0v96 

U, % of 1 to Agricultural & Animal 

Husbandry income (for 196I-62) 6.87 5.15 

% of Gujarat's figure to All-India figure) 

IV, Comparative Analysis, 
-U,l The figures given by the NSS and the AIRDIS give some-rfiat 
different pictures. Apart from the differing time periods, for the two 
surveys which would no doubt msice for some difference?.. n ihe aggregates 
and proportions that may be worked out for the comparative analysis, i t 
seems necessary to bring into prominence certain conceptual and other 
differences which need to be noted before the results can be fwmpared, 

U.2 The concept of capital formation followed by the NSS involves 
inclusion of purchases of land and building as well as livestock. Live
stock incranents by birth are also included. A l l thes--̂  items are not 
included in the AIRDIS. This makes the biggest difference in the, comparison 
of the estimates. The AIRDIS rightly excludes purchase and,sales of lands, 
buildings and livestock which are mere transfer items. .But in so far as 
the AIRDIS estimates pertain to rural households, such transfers to and 
from urban households should have been perhaps recorded. Perhaps difference 
betweon purchases and sales can be construed as neit tr.-ansfer from or to 
urban areas, depending upon vhether there are net purchases or net sales* 
Vtiile AIRDIS can get these figures, i f desired, the NSS has no provision 



since sales are not recorded* Since the livestock i s considered by 
AIRDIS as a reproducible tangible asset, i t s iricr'ease due to natural net 
growth (net of deaths) should have been included. Such a procedure -would 
also ensure comparability with the national iTicolne concepts whici-i i-ncludo 
net growth of livestock population as an income'it an. The NSS should not 
have included purchases of lands and buildings or livestockSj except in 
so far as they are by rural households from urban households and even thon 
i t should have netted out sales of their properties to urban households. 
In both these surveys net additions to stocks of raw materials, finished 
materials, etc. £tre not included and hence comparability i s not ijnpaired 
oh this account. Both the surveys attanpt to measure only fixed assets 
formation, 

U.3 A moving reference period in the case of the NSS and a fixed set 
of two.sub-periods adopted by AIRDIS could introduce incompai'abilities 
due tc.di f ferentia l response biases, i*iich method i s £upei*ior cannot be 
discussed here. But in the case o-T the NSS, one obtains a two-year moviijg • 
average series i f surveys'on the NSS pattern are continued every year, • 
In the case of the method' folloT-^d'by the AIRDIS, i t is/specific one year 
period to rfiich the data relate. 

U.U . lAiile capital formation in the case of NSS appears to be gross in 
the sense that depredation on assets at the beginning of the period i s 
not "deducted, the AIRDIS claims that i ts fi^jures are "expected to be 
nearer to net than to gross capital formation'', W.iile NSS includes major 
repairs which are expected to increase the l i f e of an asset by over one 
year, the ,AIRDIS excludes repairs and includes on'-y major alternations. 
How near to net this value i s has not been merctioned bat i t 'seans that even 
in the AIRDIS estimates, depreciation of tlr-e assets at the beginning has 
not been subtractedL out. In that sence, f i ^ ^ e s remain gross, 

h>S In order to make the figures comparable, t^ the extent possible, 
with each other and also with regard to con^opt of income followed i n the 
national income accounts, i t would appear that ( i ) the purchases of lands, 
buildings and livestock included by the î fSS should be excluded from the 
estimates of capital formation and ( i i ) the net growth of livestock not 
covered by the AIRDIS should be included in i t s capital formation estimates. 
Here, what i s rea l ly nocessary i s the net natural increase in livestotic 
and not gross,, whereas the figure recorded appears to be gross. No 
adjv.stment on this accoun"^ however, possible. In this regard, i t i s 
interesting to note that NSS gives for the whole of the country an 
aggregate of Rs.32.22 crores by "construc?tion of livestock" - whidi means 
in i ts terminology, additions to livestock by birth - and by improvements, 
whereas the national income revised series gives for net incranent of 
livestock a figure of Rs.ZU.tiO crores per year without any change over the 
period of years 1955-56 to I99ub0 for which the Blue Book entitled 
."National Income Statistics : Proposals for a revised series of National 
Income Estimates for 1955-56 to 19^-60" published by the Central Stat ist ical 
Organisation gives the revised estimates. I t may be that part of the 
^fference can be explained by the loss due to deaths of livestock but i t 
IS difficult to make any specific comment on this difference. I f one 
examines the ^gures published by the National Council of Applied Eoonomio 
Research, the amount of addition to income due to net increment in l i v e 
stock i s as h i ^ as Rs.6ii crores for a l l States taJcen together. 
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U.6 The necessary adjustments to place tbe NSS ana the iOiaDIS figures 
on as comparable a basis as ma;' be possible may novj be attanpted. For 
Gujarat the pui-diase of lands and buildings amounts to Rs.2.92 crores and 
that of livestock, to Rs .6.89 crores, according to the Statu matching 
sample. Corresponding fi;<ur.es for Gujarat according to the Central ssmpla 
areRs . 3 ^ 5 l crores and Rs.. 10,35 crores, respectively. These expenditures 
are to be alli;uea for in the capital forr.ation eptimates yielded by the 
NSS, These adjusted capital formation fiffra'^sfor the St'ate sample, 
Central somple aiid their pooled averages are given in the following table, 
All -India figures similarly adjusted are also shown alongside. 

Item 
A T I T " 
India Central 

Sample 

^Rsc croresj 
Gujarat 

fiate Average of 
amolo t w samples 

1, Lands and Buildings 
2o Tools and Squipnent 
3 . Vehicles, 
U. Power Driven Equipient 
5. Other Durable Goods 
6, livestock 

Total 

207.06 11 .57 9-85 
39.21 2,5U . 0.58 
26,78 5 . IL 

22.08 3.05 2,61 

3 . I U 0 . 1 5 0,01 
32.22 0.80 1.3U 

23.22 1 5 , 8 1 

10.71 
1.56 
3.26 
2 , 8 3 
O..08 
1.07 

1 9 . 5 1 

U .7 After adjustments, i t i s seen that fixed capital formation in 
physical assets <^unts to Rs , 1 9 ,5L crores, as against the unadjusted 
figure of R s , 3 1 , 3 5 crores. This adjusted figure constitutes 5 . 9 per cei* 
of the similarly adjusted All -India figure ( i . e . Rs .330 .5 crores) i f one 
considers the adjusted capital-formation figure of Rs . 2 3 . 2 2 crores on the 
basis of the Central sanple, i t s proportion to All -India adjusted capital 
formation works out to a some;*iat hij^er figiire of 7 par cent. In terms 
of the proportion of the annual average of the agricultural and: animal 
husbandry inoome for 19 5 3 - 5 9 and 1 9 5 9 - 6 0 , gross capit'sl fcrraation of 
hous^olus is 0,6 par cent in GU:jarat as Gomparad to 5-U per cent for 
AU - In i i a . 

rural 

U . 3 I t i s ix)t possible to re-work the figures of proportion of persons 
reporting or the average anount per reporting household since the adjust
ments F.jr only aggregates can ba made and households I'eporting purchases 
of ionds and buildings or livestodc, or both but nothing else cannot be 
subtracted out from the number of households reporting any item of capital 
formation. The adjusted figure of capital formation par hougehold as 
givjn by the State sanple i s Rs . 6 5 . 7 8 . Similar, FIFR^e for the oentral 
sample i s not a-vailable, 

U,9 As already meationed, the AIRDIS figure requires only one adjust
ment and that i s the addition for value of livestock increment by birth. 
This additional information i s n>t ailable from the schedule on capital 
expenditure Sc^iedule 2 of AIRDIS although I t - would seem possible, to get 
some idea sbout tho-rate of increase in livestodc from Schedule 1 relating 
.lEset position cullected at two points of time separated a period of 
six months. This rate of increment wi l l comprise net natural increment 
plus the balance position with regard to sales to and purchases from 
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households residing outside rural areas of Gujarat State so far as this 
State i s concerned, or households residing outside rural areas of the 
country as a whole so far as All-India figures are concerned. In any case, 
as at present, these figures of natural incr^ent in livestock are not 
available. A rough adjustment i s sought to be made by using the NSS 
figures, which as already observed, appear to be gross increment and not 
net of deaths of livestock. For this pr" -oje, a:: amount of Rs.1.07 crores 
i s added for Gujarat and Rs,32,22 crores ars added to the AU—India figures, 
No (hangesin the figures as estimatea by NSS have been made although time 
periods are different. This brings the agb-^'egate capital formation figure 
for Gujarat to Rs,25-57 crorec. For All^India, the adjusted figure i s 
Rs,380,72 crores. In terms of relative magnitude, capital formation by 
Gujarat's rural households is 6,72 per cent of the AU-India capital 
formation. Secondly, the former figure accounts for 7-17 per cent of 
agricultural and. animal husbandry income of Gujarat State in I96I-62, 
whereas the latter figure i s 5.62 per cent of the All -India agricultural, 
aid animal husbandry income in I96I-62. . 

U.IO The comparative position i s brought out in the following table:— 

NSS (Average for AIRBIS 
Icaa 1958-59 & 1959-60) 196Vb2 

Gujarat ATUIndja Gujarat All-India^ 

1. Aggregate capital form.ntion 19,5l 330.ii9 25-57 380.72 -
(Rs. crores) (5.90 , ) ( 6 . 7 2 ) * 

2. Average amount per hcuselriold 
(Rs.) 65.78 - 90.28 55.5o 

3. % of 1 to corresponding a^ricu^ 
tural & animal husbandry incom'j 6,61; 5.U3 ' T. 17 5.62 

k, of 1 to aggregate tangible 
assets - - 1.39 1.05 

(-jfFigure in bracket i s % of All - India corresponding amount̂  

I f these two sets of figures are accepted as comparable, then, 
it seans that in 196%-62, Gujarat's share in the All -India capital formation 
in rur al areas increased slightly* The average amount per household also 
showed good increase. As percentage of income from agricultural and 
animal Husbandry, capital fonaation for Gujarat has gone up from 6.61; to 
over 7 per cent in I96I—62 and the latter figure when compared with All-* 
India's similar percentage indicates somewhat higtier percentages. The 
AIRDIS enables computation of capital formation as proportion of tangible 
assets assessed at one point oi* time during the year 1961-62 (v iz ,3 1 - 1 2 - 6 1 ) , 
This proportion can also be seen to be sl ightly h i ^ e r for Gujarat than 
for AlJ-India. 

limitations • 

^•11 >hile an attempt at comparative analysis i s done in this study, the 
^limitations of the figures need to be specially mentioned. As has been 
stated by the NSS i tse l f , the l5th round schedule for capital formation 
Was provided on an exploratory basis. I ts tentative nature should, 
therefore, be kept in view, and some features of this schedule mentioned 
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earHor are not meant to criticise the franing of the schedule i t se l f . In 
fact, in the capital formation (urban) sche3ule framed in the 17tli round, 
some of these foatuies such as recx)rding of both p-'irchases and sales have 
been taken care of. Secondly, the size of the W3S tample for Gujarat 
State camiot be considered sufficiently large even vjhen State and Central • 
sartiples are oombined. The sub-sample variations in Vith these types of 
Samples show sizable variabil ity in the iata aven as i t relates to global 
estimates of tota l capital formatica, and mud-' moi e so in tne case of 
individual items of capital formation. One would be cn s'lrer grounds i f 
some idea could be had about the sampling errors of these estimates. The 
AIRDIS figures are based on a larger nuTiber ui vil lages - ^hO as against 
106 in the NSS - and a much larger mambei* of households within these 
vil lages about 5600 households as agairst c12 housciiolds in the NSSw At 
the All^India level , although NSS has a larger nunber of vi l lagts - 26oU 
as against 2057 in the AIRDIS - the nimjer of housaiold^ sampled by the 
AIRDIS i s over 6 times the number sampled by the NSS. From the point of 
variabil ity or the' degree of precision, i-he AIRDIS would probably yield 
more precise results , though for either case, quantitatively, the co-» 
effici 'mt. uf Variation or percentage standard errors are not yet known. 
The third limitation stems from the fact that in either case, i t i s 
diff icult to say i^eth^r they are gross-or-net or nearer LO gross or nearer 
to net. In effect they seen to be figures of gross depreciation, since 
depreciation of assets as at the beginning of the period i s not deducted 
out. The nature of this figure i.e^ whether i t i s gross or net, therefore, 
needs specific determination. I t may be, therefore, that wriile. some 
dimensionality i s indicated by these figures, the tonptation to read to 
much in than may not be quite in order and should be resisted. This i s the 
case at the State level estimation, though the picture presented at 
All—India level may be more meaningful, 

V, Concluding Ran arks. 

5.1 One main conclusion which anerges from this study i s the need to 
use stanoardised concepts of fixed capital foi^iatlon while conducting 
surveys to get comparable estimates of this economic aggregate. I t i s 
seen in the present study that in some-important rerpects concepts of 
^lat constitutes fixed assets formntion differ. It may be that different 
organisations may like to obtain e£.tijnates according to their own require-, 
ments but i t i s at-least necessary to so frane the tiaestionnaires and 
sdiedules^ and tp^ 30 tabulate the data that estimates of fixed assets 
formation according to a standard definition of what that asset formation 
means can also be obtained. For instance, i t i s necessary to include both 
purchases and sales, so that net difference in respect of even transfer 
items like transactions in lands, buildings and livestock can be 
obtained so as to work out estimates of transactions betwe^ rural and 
urban households or rural households of a State and rest of the Country, 
whenever necessary. It i s also necessary to take into account estimates 
of net natural increase of livestodc so as to conform to the national 
accounting concept. In the present study, i t is clear that i t is difficult 
to put the tw> sets of estimates obtained on the basis of surveys conducted 
by.tw5 o f f ic ia l agencies on fully comparable basis v is -a -v is each other 
or either set v i s - ^ v i s national inoome concept (e .g , in the case of 
live-stodv, net natural growth i s not available) , 

5.2 I f the concepts are adhered to, i t should be possible to obtain 
estimates of gross capital formation through large-scale sample surveys,. 
SuvTi estiaates. obtained independently, w i l l go a long way to f i l l an 
iinrort._,nt gap in setting out national inoome and expenditure tables* 
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1» Draft Report No, loii: Tables with Notes on Capital Formation 
(Revised) - The National Sanple Survey, l 5 t h round (Rural ) , July 
19^ - June i960, September I962, Indiai Statistical Institute, 
Calcutta-35. 

2« All-India Rural Debt and Investmoit Survey, 196I-62, Reserve 
Bank of India Bulletin, December 1963. 

3» AlL-Indla Rural Debt aid Investment Survey, I96I-62, Taigibla 
Wealth, Capital Expaiditure and Formation of Rural Households -
Reserve Bank of India Bulletin, June 1965.-

U. Distribution of National Income by States, 1960-6l, National 
Council of Applied Economic Research, 

5# State Matching Sample - tables on capital formation (unpublished). 

N ,B , : - The figures used in the study from references 1 aid 5 are to be' 
treated as provisional. 

Referaiceai 



Preliminary & Confidential IARNlW/66/;2 3 

INDIAN ASSOCIATION FOR RESEARCH 
IN NATIONAL INCOME 

AND WEALTH 

FIFTH INDIAN CONFERENCE ON 

RESEARCH IN NATIONAL INCOME 

THE CONCEPT, NATURE AND PATFERN OF CAPITAL FORMATION IN A 

FARM ECONOMY WITH SPECIAL REFERENCE TO EAST INDIAN VILLAGES 

G. C. MANDAL 

AHMEDABAD 

9 - 1 1 A P R I L 1966 

^ « Views expressed in the papers are those of the authors and not necessarlf/ 

of the Organisations or Institutions to which they belong. 



i i-E JOJJ^PT, N a I J H E AL̂ D PiilTF.aN OF ZAPITAL ^^OMATIQ^ IN A 

G.-C^ Mandal 

The problem of c a p i t a i fo rmat ion i n v o l v e s a i o i t of 
t h e o r e t i c a l c o n s i d e r a t i o n s . The- quest ion of foremost importance 
i s hew t O ' d i s t i n g u i s h betv/een income and c a p i t a l . Secondly 
there i s the quest ion o f fovms o f c a p i t a l , e . g ^ , f i x ed c a p i t a l 
and working c a p i t a l . T h i r d l y a r i s e s the que s t i on of a c q u i s i t i o n 
r f c a p i t a i from the pe int o f view o f the i n d i v i d u a l and s o c i e t y 
g i v i n g r i s e to a c o n f l i c t beuwaen the tw:;. F o u r t h l y WE have t o 
t a ck l e the quest ion of two d i f f e r e n t a spec t s of c a p i t a l , e . g . , 
( a ) f i n a n c i a l c a p i t a l and ( b ) phys i c a l c a p i t a l and the 
r e l a t i o n s h i p between the two which amounts t o the ques t i on of 
the process of fcapital fo rmat ion . F i f t h l y we have to c o n s i d e r 
the ques t i on of a g g r e g a t i o n of c a p i t a l and c o n s t r u c t i o n of 
i n d i c e s of c a p i t a l f o rmat ion . X-.iis imp l i e s an a n a l y s i s of 
c a p i t a l in* 'o d i f f e r e n t c a t e g o r i e s and e lements i n a s c i e n t i f i c 
p e r s p e c t i v e . At -the end an a n a l y s i s of the ou t l ook f o r c a p i t a l 
format ion i n a farm economy and a n a t i o n a l p o l i c y f o r the 
purpose w i l l h& examined. I t i s proposed to perform the t a sk 
i n t h i s paper w i th ah e m p i r i c a l b i a s . . 

Concept of c a p i t a l can be bes t * formulated by r e f e r e n c e 
to i t s d i s t i n c t i o n from income. Income has b e e n conceived as 
€he maximum consumable s u r p l u s , that i s , the maximum amount cf 
surp lus that can be ccnsomed t h i s week w i thout t end ing to 
RECIUCC consumption i n the next week . to a l ower l e y e l . Thus 
P ro f e s so r H icks w r i t e s : 

"The purpose of income c a l c u l a t i o n s i n p r a c t i c a l 
. - a f f a i r s i s t o g ive peop le an i n d i c a t i o n of the amount ^ 
-which thay cad consume wi thout ^ impover i sh ing themse l ve s . 
F o l l o w i n g • out t h i s . i d e a , - i t wrj^ld ..-̂ eem that we ought. 
t o d e f i n e a man^ s income .as" the maximum va lue which he. 
can consujiB du r ing ? week , - and s t i l l expect t o ,be a s 
w e l l ' c f f a t the ENJ of. the ' wee as ;h^' was at -the 
beginning*^* 

; ouch a-, c oncep t i ch of i ncome ' I s p o s s i b l e when there 1^ no 
encroachmeat on c a p i t a l . Thus ma in ta in ing consumption at a 
f ixed -Jevei i s i n s e p a r a b l e from the cask of ma in ta in ing c a p i t a l 
I n t a c t . R a i s i n g the l e v e l of consumption on a st3.ble b a s i s 
mê .n-̂ s ma in ta in ing c a p i t a l at a h igher l e v e l . . 

• .While 'tneomo afc ohe cu r r en t moment i s ' t h e ' maximum 
consumaSie surplus. , c a p i t a i i s conceived to be an a s se t from 
which 'a stream of f u t u r e incomes emerge. ...Jt i s ' t h e . d i scounted 
present va lue" of the t o t a l stream of futoore incdtnes which i t 

H icks , v . R . ; Value-aiHi C a p i t a l , p ,172. : 
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g ene r a t e s . Thus i f the s e r i e s of Income acc ru ing in Cn+i) years 
i s : A ^ , , , A ^ , the rate of interes - t i s 100 r 

per csnt per y ea r , the c a p i t a l va iae of t h i s sUiB of iacoraes at 
the p resent moment i s : A A.^ A 

An a d d i t i o n to cap i t ax means a n . a d d i t i o n to the income-
stream which i s c u r r e n t l y e q u i v a l e n t to 

A A t^^^-^^^ 4 An 
^ A > - ^ l + r T F 7 T ; : U-^r)^'* 

C a p i t a l as a genera tor of a stream of C^iture incomes 
conveys the i d ea of a durab l e a s s s t l i k e a t r a c t o r or a pumping 
set or a s t o r a g e - b u i l d i n g , AS such working c a p i t a l l i k e 
f e r t i l i z e r or seeds may be taken as l y i n g outs ide the boundary 
of s u c h / d e f i n i t i o n . But though phys i c a l components of what i s 
c a l l e d working c a p i t a l are exhausted i n a s i ng l e use g i v i ng an 
income once only - as a fund i t mast Cece s s i t a t e mainta in ing 
I t s a l f I n t ac t f o r mainta in ing the incot^e from i t at a constant . 
l e v e l . An a d d i t i o n t o working c a p i t a l adds t o the stream of 
fu ture income and may, t h e r e f o r e , be taken as pa r t of c a p i t a l 
f o rmat ion . Thus c a p i t a l fo rmat ion need not be i n t e rp r e t ed t o 
mean a d d i t i o n to the stock of f i xed c a p i t a l only but to the 
stock of working c a p i t a l as w e l l . 

A ga in , a d d i t i o n to the stock of c a p i t a l may be looked 
at both from the po int of viSw of the i n d i v i d u a l and s o c i e t y . 
Fo r s oc i e ty as a whole c a p i t a l format ion i s e f f e c t i v e only 
when there i s an a d d i t i o n to i t s product ive capa"city. I t i s . 
qui te p o s s i b l e that c a p i t a l accamul.ation on the pa r t of an 
i n d i v i d u a l or a group ^of i n d i v i d u a l s I s tho x e s u l t of t r a n s f e r 
of wea l th to him from another/group of i n d i v i d u a l s . Thus 
i n d i v i d u a l a c q u i s i t i o n s of old l a n d s ' a r e not c a p i t a l 
fo rmat ion but mare t r a n s f e r of a s s e t s . On th^ other hand 
l a n d - r e c l a m a t i o n i s su r e l y an act of c a p i t a l f o rmat ion , since 
i t augments tha p roduct ive c a p a c i t y of s o c i e t y . S i m i l a r l y an 
i n d i v i d u a l ' s purchase of an o ld machinery i s not an ac t of 
c a p i t a l f o rmat ion , because i t i s merely a change -of ownership . 
C a p i t a l fo rmat ion i s indeed a matter f o r macro-economic 
s t u d i e s . A micro-economic study would only I nd i c a t e the process 
but f a i l to get at the root of the r e a l thing ' . Can consumer 
goods , s ay , food g r a i n s held i n stock be r e g a r d e d - a s c a p i t a l ? 
The answer would depend upon the cha r ac t e r of the s tock . I f 
the stock i s ^ n a product ive a c t i v i t y i t i s s u r e l y c a p i t a l and 
any a d d i t i o n to the stock i n cu r t a i lment of p r e s en t consumption 
f o r the f i n a n c i n g of a cons t ruc t i v e p t o j e c t would be a pa r t of 
c a p i t a l f o rmat ion . C a p i t a l fo rmat ion i s .a s u b s t i t u t i o n of. f u t i ^ 
enhanced consumption f o r a g i v en amount of cu r r en t consumption. 
But In the absence of such a mot i va t i on a s tock of consum^ir 
goods he ld j u s t fo r s pecu l a t i v e hoard ing may be i n the nature 
of a d e t e r r e n t to* c a p i t a l format ion fcn so f a r as i t d r i v e s up 
cost of p r o d u c t i o n or d e l a y s the b r i n g i n g of. some- r e sou rce s 
i n t o p roduc t i ve use . Hence Just an ob se rvab l e s tock o.f consumer 
goods d i vo rced from the unobsejtebl:; motive -of f u r the r product ion 
cannot be cons idered as c a p i t a l i n the s o c i a l p e r s p e c t i v e , though 
t h i s may bo means of augmenting income of the i n d i v i d u a l by 
transf .^r of w e a l t h through an i n f l a t i o n a r y p r o c e s s . 
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Th is n a t u r a l l y i.-^ds us tc the d i s t i n c t i o n betweon f i n a n -
eiaX Capital and p h y s l c i l c a p i t a l . The raers act of mcnoy-
sav lng on tha pa r t o f an i n d i v i d u a l or a :;roup of I n d i v i d u a l s , 
i s not c a p i t a l f o rmat ion . Money sav ings of an i n d i v i d u a l or 
a group of i n d i v i d u a l s may be th^- r e s u l t of t r a n s f e r of 
sav ings from anothar i n d i v i d u a l or a group of i n d i v i d u a l s . 
Unless sav ings ara matchad by investments c a p i t a l f o rmat ion 
cannot m a t e r i a l i z e . S:ivings pa s s ing i n to d i s u s e are e q u i v a l e n t 
to hoarding and d e t e r r e n t to a f f o c t i v a c a p i t a l format ion i n 
the same sense as that » f ho ld ing an i d l a stock of consumer 
goods . Finance may be vicwad as tha process — but not an index 
^f c a p i t a l f o rmat ion . On tne other hand no new s av ing s are 

,possibl3 un l e s s there has been an a d d i t i o n t o wea l th of the 
community. 

Thus a r i s e s the d i s t i n c t i o n between c a p i t a l and c a p i t a l 
for^aation. Whi ls c a p i t a l t r a n s a c t i o n s caus ing mere t r a n s f e r 
of c a p i t a l from one i n d i v i d u a l or a group of i n d i v i d u a l s t o 
another i n d i v i d u a l or a group of i n d i v i d u a l s may~ put on a 
decept ive appearance of c a p i t a l fo rmat ion , net c a p i t a l 
fo rmat ion i s imposs ib l e w i thoa t naw produot lvo invastmonts or 
n3w a d d i t i o n t o tha stocK of a a p i t a l which would e v o n t u a l l y 
b- used f o r f u r t h a r p r oduc t i on . Whi l e c a p i t a l as such i s a 
static qoncapt c a p i t a l formation- i s a dynamic concept - i t i s 
a growth over t ime. 

Fu r tha r c l a r i f i c a t i o n of th5 c o n G 3 p t , o f c a p i t a l 
format ion can ba mado by t r y i n g to set up i n d i c e s f o r the 
mc'-surcaant of c a p i t a i f o rmr t l on . Obvious ly c a p i t a l i s composed 
of haterogeneous elamcnts - broridiy aach boing d i f f e r a n t i a t a d 
from other by th? j x t -n t of d u r a b i l i t y and vc-^^lue. Thasa may be 
anumorated As machinar ias , ' too ls and ifflipl^mjnts, houses , 
housc-s working c a p i t a l rop :»-;o,:at:a by a fund of goods and 
se rv i ces which contrib'xLod to oh:* vorking of f i x e d c ap i t a l . . I n 
a farm economy f i x ed c a p i t a l consists of a l l mach ine r i e s , 
tools and implements h^/lng t.-ialr use , in farm p r o d u c t i o n , farm 
b u i l d i n g s and land. B i t i t .-nay bj noted her.; tha t wh i l e l and 
may ba t r e a t ed a s p c . r t of f i x e d c a p i t a l as a s t a t i c concept - as 
a part of c a p i t a l format ion t ^ i i s It^m would' mean nothing but 
r i c l a a a t i o n of n^w l a n d s , c o n s t r a c t i o n of c a n a l s f o r i r r i g a t i n g 
lane J j.nd v a r i o u s land- lmprovemeat .r^aasuras permanently or 
qaaet-papiJianoTibly r a i s ing . . the p r oduc t i v j c a p a c i t y of l a n d , 
'^forking c a p i t a l comprises s . - j I s , manures, f j r t i l i z e r s , human 
and b u l l o c k l a b o u r which are r:quir.ad f o r keeping the farm i n . 
ope ra t i on . A d d i t i o n t o or improvements of any of these i tems 
would.,nean mora intenslv3 opera t ion of tha farm feo produce more. 
Co lon^; as the l eve l of such Inputs remains at a constant l e ve l 
no c a p i t a l fo rmat ion i s racordad on w o r k i n g - c a p i t a l - a c c o u n t . 
I f consumption i s r a i s e d so f a r as t o encroach upon the fund of 
we-king Capi ta l , there would bs impoysrishoie-nt of the farm. Any 
r i a o i . ion of p r e s en t consuaiDtiori to r a i s e 
L-hB working c a p i t a l fund would r o s u l t i n inc raasod 
-oas imptlon at a fu ture data t o compensate the p rasent s a c r i f i c . 
01 conaumption. U t i l i z a t i o n of i d l e l a b o u r - r e s o u r c e i n 
Pi^oductive a c t i v i t y i s a c o n t r l b a t i o n t o c a p i t a l f o rmat ion . 
Thas -working c a p i t a l as mentioned a a r l i e r i s an i nd l sponsab l o 
-lament i n c a p i t a l f o rmat ion . I t i s a l l the more so i n an 
Lindarddveloped economy /hare a d d i t i o n to farm working c a p i t a l 
i s not l a s s important than a d d i t i o n t o f i xed farm c a p i t a l . 
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f o r C \ - \ _ i _ ) jZ iCt fo r (G^^G^^O and.^vl.^ f o r 

planned incre .ieT:it of consaapt ion i^ulput p l u s planned in^ 

Thus i r r e s p e c t i v e of the spendable I n c c e s i n the hands 
of the consumers a d d i t i o n a l , consu .ler spending i r p*:;rioc t i s 
l im i t ed t o ^ G^, 4 l t ^-^i^-^s cost of r ep lace jont of worn out 
c a p i t a l ) i s net c a p i t a l format ion on the assuupt lon that t h i s 
e n t i r e a.icunt i s brought inco use or to the po int of use , 

Gonsid.^ring l abour as the basi : : resource we can express 
Gonsa ipt ion and investment i n ter..s of l abour i npu t . iVhere 
inc re e n t a l l a b o u r A / t i s absorbed in incre . i anta l n a t i o n a l 

In the l i g h t of what i s stated above c a p i t a l f o rmat ioa 
can pe desc r i bed i n terras of sojie new investments as l i s t e d 
below fo r purposes of cons t ruc t i on of i n d i c e s : 

1. Fixed c a p i t a l -

( a ) I n r . t a l l a t i o n of machines 
(b ) . Inc rease i n the numba^ of t oo l s and impleuients 
( c ) , I n j r ^ a s e i n c u l t i v a t e d area by RECI .amation of 

wa.ste l ands 
(d) . uand-improvements 
(e ) I r r i g a t i o n works 
( f ) Cons t ruc t i on of new house„ 
( g ) A d d i t i o n to the nujiber of product ive l i / e s t o c k • 
(h) Any p rog r e s s i ve innovat ion of machines,.' t ;ooIr, 

implements and l i v e s t o c k r e f l e c t e d i c t h e i r 
enhanced va lue , . 

2 . Working c a p i t a l -

( a ) I nc r ea se i n seed input 
( b ) Inc rease i n mnure and f e r t i l i s e r input 
( c ) Inc rease in l a bou r - i npu t 
(d) Increase i n use of p l a n t - p r o t e c t i c n - m a t e r i a l s 
( e ) P r o g r e s s i v e innovat ion of the abo^^e .^IR^terials 

r e f l e c t e d i n the i r enhanced v a l u e . 

I n a planned economy c a p i t a l formation i f determined 
by the n a t i o n a l p lanning of p roduct ion . I t i s Inherent i n 
the very a l l o c a t i o n of resources between consumption and 
investment f o r each planning p e r i r d . 

If Y t - \ ~ Na t i ona l • Income i n pet icd t - 1 

=• 'National Income i n per iod t 

^ t - l " ^"^^tic^al consumption output i n pe r iod t - l 

(S^ - Na t iona l inzwawrfetionloii-cput in per iud t 

• i._-|_- Nat iona l Invest..ieat output i n perioc^ t - 1 . 

= Na t iona l Invest_ier.t output i n per iod t , 

Chen Yt " ^ t - l ~ ^^t^-^t-l^ ^ ^ t - ^ t - 1 ^ o r ' sub3t l tut ; ing i3y j . 

-^t-i ^^^^ say 
; r ecent 

of invest, . i i^nt output . 
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ineoaeAy^, 1̂ .̂ . may denote l a b o u r - u n i t s absorbed i n 

-onsumption output and L-̂ ^ denftte those devoted to 
investment, 4 + ^ 1 ^ ^ be ing equ i v a l en t t o 4 l t ? . 

N o w i s d i s t r i b u t e d among a number of s ec to r s 
composing the econoiay i n c l u d i n g the a g r i c u l t u r a l s^ctox* 
Hence we can say that 

=i^l 1 = 1, a 

where denotes net investment i n a s ec to r i n 
per iod t , tho sub sc r i p t i stands f o r a sec tor and n 
the number of s e c t o r s . 

which we take as net investment i n the a g r l c u l * . . 
a 

t u r a l s ec to r i s d i s t r i b u t e d aaong v a r i o u s i tems of new 
investment a c t i v i t i e s d e s c r i b ed in s e c t i o n I . 

One q u e s t i o n ' a r i s e s h e r e : Does i nc r ea se i n l a bou r 
input in the p roduct ion of f o o d - g r a i n s f i t i n t o the model? 
Apparent ly i t d ^ s not . But on the i n d i v i d u a l farmer* s 
w o r k i n g - c a p i t a l - a c c o u n t i t would appear as a o a p i t a l - i t e m . 
Thus the commodity-wise a gg r ega t i v e approach d i f f e r e n t i a t i n g 
consumption-output f r c n investment -output jiay d i f f e r from 
the a gg r ega t i on of the i n d i v i d u a l producers* c a p i t a l 
account ings . I n na t i ona l p lanning wage- fund i s the 
determinant of consumption though a s u b s t a n t i a l pa r t of i t 
i s . r e l a ted to inves tnant • On i n d i v i d u a l accounts wage-fund 
i s a n t i r e l y a pa r t of working c a p i t a l . I n ' a n economy where 
p r i v a t e e n t e r p r i s e i s dominant i t s mot ivat ion should be 
taken i n t o account in a c a p i t a l format ion s tudy . Thus wage 
fund comes i n t o the p i c t u r e , 

. . . I I I - - ' 

a most g e n e r a l i s e d ' c e n o e p t i o n of c a p i t a l format ion 
can be de r i ved from the dyna.aised Leont i e f model of i n p u t -
output a n a l y s i s where outpat of each indus t ry pa r s e s p a r t l y 
as an input f o r current product ion ' and p a r t l y as a stocK f o r 
future p roduc t i on to other i n e u s t r i e s , the r-est going to 
.[Bet demand of the con3U.aers,+ This i s a l g e b r a i c a l l y shown 
as f o l l o w s : * 

I t i s assumed that there are n i n d u s t r i e s of whieh 
one, say , the n th indus t ry i s households supp ly ing 
l a b o u r s e r v i c e s to other i n d u s t r i e s i n exchange of 
goods they r e q u i r e . 

+ l e o n t i e f W.W. , The s t ruc tu re of American Econo.r.y, 
1919-39 (1951) , . . 

* A l l e n , R . G . D . , Mathematical SConomics ( 1 9 6 7 ) , pp.362-63 
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a r s = 

Xr - t o t a l oatput cf r th indust ry ( r - 1 , 2 . n ) 

Xrs= output of r th indus t ry pas s ing to ^^th i n d u s t r y 
{ r , s = l , 2 , . . . . . - n ) 

i n p u t - c o e f f i c i e n t s , that i s , r a t e s at which output of 
r th indust ry i n S th industry^.^ 

b r s = c a p i t a l c o e f f i c i e n t s , that i s , r a t e s at whch output of 
r th indust ry i s held as stock: i n ths S th 

indus t ry . 

Xp ~ demand •'̂ f the consumers 

S r s= agg regate output of r th indus t ry held as stock i n 
3 th indust ry 

^rs"^ ^ r s X s 

^ r s " ^ r s ^ s 

~ dXs = rate of change of stock t . e , c a p i t a l -
dt dt fo rmat ion i n terms of ^tock r th 

commodity i n s th i n d u s t r y f o l l o w i n g 
change in output of the s th i n d u s t r y . 

I t foli-ows from the above d e f i n i t i o n s tha t 

Xp= x ^ + ^ x ^ g + i ^ r ^ -"(r = 1 , 2 , - . a] 
s 

Sinoe a^^ = - 1 

and x^j,~ a^pXp = -Xj. by convent ion , we have 

x^+i; ( a r s X 3 - b „ 1^) = 0 
s 

( r = 1,2, • .n ) 

Aga in , s ince the n th i n d u s t r y i s househo lds , the te.rm 
Xj. i s dropped and the e x p r e s s i o n i s redi^ced . t o 

^ . ( a r s Xs + b r s ^ — ^ ) = 0 
d t 

I n t h i s model there i s no d i f f e ^ r en t i a t i on between 
consumer goods and c a p i t a l goods . Each co.umodity i s conceived 
to have t h r e e - f o l d f u n c t i o n s : as an input on cur rent a j count , 
as an input on c a p i t a l account ( a s a c a p i t a l good) and as a 
consuiaor good. The process of c a p i t a l fo rmat ion i s l inked to 
change in output . Th i s i s dynamics of a short^ pe r i od ( s a y , a 
year ) but aoes not i n d i c a t e change i n ths input c o e f f i c i e n t s 
over ti- i ie, K s e r i e s of input -output « a t r i x over a nu.ab'ii'r of 
years can , however , be very good ijridicative of c a p i t a l " 
fo rmat ion both i n the input and stock a s p e c t s . The' concept 
of c a p i t a l f o rmat ion used i n the i ieont ie f model i s u se fu l i n 
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the a n a l y s i s of g ene ra l e q u i l i b r i u m which i:? g r e a t l y 
dependent upon stock p o s i t i o n . An underde-reloped econairv li ^ 
however, .aore i n t e r e s t e d i n the dichotc:^ic view of cons'^uptl on 
and investment - an app rop r i a t e ba lance betv;eeri v/hich i s 
expected to p l ay a roa^'or r o l e in long-ter^ : . deve lop nent* 

IV 

Empi r i ca l assessment of c a p i t a l fo . r^^t ion In oar farm 
econo:ay i s a d i f f i a u l t t a sk i n view, of the g rea t pauc i t y cf 
t i ae s e r i e s da ta to i n d i c a t e grov^rth of c a p i t a l i n the farm 
sec to r over ti :ne. A b r i e f rev iew of sojie capi t a l - f or^^ation 
s tud i e s conducted by tne V i s v a - B h a r a t i Agi^o-ii.;ono:;ic Res3a::'ch 
Centre i n the recent past -w i l l be made j .n . . th i^ ?iection be fo re 
we pass on to cons ide ra t i o . i of so-iie, f resh ' " - j c - ter ia l . 

One of these s tud ie s i s a pa r t of the H^p^rt cn r e -
survey of the v i l l a g e of Kaahipur (V/.Bengal) conducted l.ci 
1959-60. The s a l i e n t po in t s e^^erging fro„ i tho st>.ly are as 
f o l l o w s ; * 

A l i t t l e .nore than h a l f o f the c u l t i v a t i n g households 
i n the v i l l a g e had new inve st.aent. active t y of soae type : r 
o the r . The new inves tnents undertat^pn by the v i l l a g e r s 
we r e , however, not spec t acu l a r l i k e , i n s t a l l a t i o n of 
machinery or i n t r o d u c t i o n of any new >rethcd of prodacr . ica -
but j o s t l y rudi_iient^ry e x p r e s s i o n of s t r i v i n g f o r iaprovement 
of t h e i r far.ning e n t e r p r i s e . Taking s i n g l y c o n s t r u c t i o n -
of houses was the :nost i .nportant act cf new iuvestnient 
fo l l owed by rec lataat ion of waste land - • in- ircased use of 
h i r ed l a b o u r , a c q u i s i t i o n of l i v e s t o c k , i n t r o d u c t i o n cf new 
f e r t i l i z e r s or Increased use of manures a"d - ^ e r t i l . i i e r s . 
Most of the new invest;uent a c t i v i t i e s were la - . tated by 
owner c u l t i v a t o r s , , they were l a r g e r fo r ho.\^.5holds "Yith 
b i j g e r l a n a - h o l d i n g s and s . i a l l e r fa.-41y s""'.-o ' Sxz3 of 
ho ld ing ard f a n i l y appear to have been the ..laj or detei ' ininants 
ol new inves tments . The investments vera :.:ostj.y.. s e l f -
^^ioanced e i t h e r by past sav ings or -savings coming out of 
cu r rent i n c o a e s . 

Anotb r c a p i t a l f o r : i a t i on study f o r 150 iarm-househoids 
i n the d i s t r i a t of Shahabad, B iha r was undertaken ^ s a pai't 
of the Farm Management I n v e s t i g a t i o n conducted by the Centre 
in t h i s d i s t r i c t . * * The f i n d i n g s of the stv.dy i n d i c a t e tha t 
c a p i t a l f o rmat ion i n , t h e economy o f ' ^ m p i e furms was 
cha r ac t e r i s ed by preponderance of g ress investments in d raught 
c a t t l e , other items i n o r r e r . o f i apo r tanco wero house 
c o n s t r u c t i o n , mi lch c a t t l e and a g r l a u l t u r a l imf l^.neLr-s. No 
new investment was . r epo r t ed i n r e s p e c t ol i n c r o d u c t i o n . of new 
creeps, r ec l amat ion of waste land or any new b u s i n e s s , fhe 

* Mandal , G.G. and 'Sengupta. S , G , , KashipurjV/,Bengal 1966-60 
A Report -on Resurvey of a v i l l a g e ( l 9 6 l ) -

* * Mandal, G .C , -and Ghosh S . K , , S tud i e s i n the aconomics cf 
Farm Management i n B i h a r , 1960-^61 VtJnputlished) , Chapter 9 , 
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Bhanja P rasanta Kumar, C a p i t a l Fo rmat ioa i n A g r i c u l t u r e at 
the Farm L e v e l (A Case Study of Three V i l l a g e s i n E a s t e r n 
I n d i a ) , I n d i a n Journal of A g r i c u l t u r a l Economics, 7ol,'<X No.,1, 
1965 ) . 

scope of investment in l a n l - r e c i a m a t i o n was v i r t u a l l y n i l . i u 
the d i s t r i c t ov/ing to absence of c u l t i v a b l e waste l a n d s . 
Absencs. ot investment i n new bus iness was i n d i c a t i v e of l i t t l e 
d i v s r s i o n of enterpr i se from farm to non-farm b u s i n e s s . The 
mea.'jre invest ' i ant in milch c a t t l e showed that e f f o r t s f o r 
combination of l i v e s t o c k w i th c r o p - e n t e r p r i s e were not-
deve lop ing s a t i s f a c t o r i l y . There were cases of c o n s t r u c t i o n 
of over-head c a p i t a l l i k e t a n k s , w e l l s and i r r i g a t i o n channe ls . 
Bat s e l f - l a t o o r had in - s i gn i f i c an t c o n t r i b u t i o n to such 
a c t i v i t i e s . The most imp';rtr:nt eourc^ .of f inance f o r whatever 
new investments were undertaken was cur rent or past s a v i n g s of 
the fa rmers , a n e g l i g i b l e pa r t having been due to o r e d i c . 
//he-'ever c r e d i t helped cap ' i ta l fo rmat ion , i t was almost 
a b s o l u t e l y p r i v a t e c r e d i t from the money lenders , . 

i n 
AnotfE r study of three v i l l a g e s C h a d i a p a l l i Z t h e Ganjam 

d i s t r i c t of O r i s s a , Pabakha l i i n the Nadia d i s t r i c t cf 
W. Bengal and Hussainabad i n Saharsa d i s t r i c t of B ihar 
(1960-61) a l s o revea led predominance of e i t h o r ^ : : o a s : r u c t l c n /boas 
or purchase of land in the c a p i t a l formation scene and 
paucity of investment i n the mach iner i e s , t o o l s and impj.e-
ments. Spide.nic d i s e a s e s by tak ing heavy t o l l of c a t t l e l i v e s 
worked as a c a p i t a l decumulating f a c t o r . Hoarding i n 
ornaments very adverse ly a f f e c t ed c a p i t a l fo rmat ion i n the 
farm econo:ay of the comparat ive ly backward v i l l a g e of • 
Hussainbad. Mig ra t ion of a coipJiunity t o and i t s r e se t t l ement 
i n the v i l l a g e of Pabakha l i brought about a greate^' degree of 
c a p i t a l formation (which took iiostly the form o f s e t t ing up 
i r r i g a t i o n ARI.'angement in t h i s v i l l a g e i n the wake of new 
pat te rns of l i v i n g 'Growth of market, u r b a n i s a t i o n and 
g reater p rog ress of development e f f o r t s around Chat id iapa l i i 
induced new investments in the v i l l a g e compris ing i u t r o d u c t i o n 
of new crops on. a l a r g e s c a l e , i n t r o d u c t i o n of improved 
v a r i e t y of sagarcane and enhanced ra te of a p p l i c a t i o n of 
f e r t i l i s e r s . * 

In the three ab^ve-mentioned s t u d i e s da ta were 
c o l l j c t e d by making use of A ques t ionna i re r e l a t i n g to new 
investments un.iartaken by fa rm-househo lcS du r ing tha l a s t 
f i v e yea r s . Tha quest ienna i re was prepared on ' the b a s i s of 
i nd i c e s of c a p i t a l formation mentioned in s eq t i o a I . I t i s , 
however, admitted tha t - the data c o i l a c t e d i n r e spac t of 
innovat icas or change i n inputs were only q u a l i t a t i v e „ The 
farm households could not l u r n i s h inforr iat i 'on -regarding the 
ac tua l increased ra tes of i npu t s . î :e had to .be s a t i s f i e d i n 
th i s regard only by data about th^ number of p a r t i c i p a n t 
farmers . Bes ides the investments in draught animals, were not 
always net investments which were e q u i v a l e n t t o purchase minus 
sa le p lus a p p r e c i a t i o n minus d e p r e c i a t i o n in va lue terms due 
to a g a . f a c t o r s the an i j i . A S . The d i f f i c u l t y of e s t i m a t i n g 
net value of a c q u i s i t i o n o f l i v e s t o c k could not be overcome 
i n :iany ca se s . 



The emp i r i c a l aspect of farm c a p i t a l formati.oa as 
'viewed here a f r e s h i n the l i g h t of <iafea obta ined from 5 
v i l l a g e s as noted be low a l l of which werie re surveyed fcllo\jj...iz 
a f i r s t survey some 5 years back:-

1. Sahajapur i n the d i s t r i c t of Birbhum, W.Eongal ; 
f i r s t surveyed i n 195o-62, resj . rveyed In 196?-62, 

2 . Raoabigha i n the d i s t r i c t of Paitmj B iha r j f i r s t 
surveyed i n 1 9 5 5 - 5 7 r e s u r v e y e d 1^ 1961-62. 

3 . Sahpur-Panapur i n the d i s t r i c t ot-Patcu., Bih^i ; . . 
f i r s t surveyed i n 1956-57, resurve ; 'ed m 1962-63^ 

4 . Darl imunda i n the d i s t r i c t of Ka iahanl j , O r i s s a t 
f i r s t surveyed r.n 1957-53, r t s u r v j ^ e d i r 196^-6-1. 

5. Te l i b and i n the d i s t r i c t of P h u l b a n i , O r i s s a ; 
f i r s t surveyed i n 1956-57, resurveyed i n 1962--63. : 

Some genera l c h a r a c t e r i s t i c s of the v i l l a g e s i r e g i v e n in the 
appendix. 

I t may be noted that t h i s study I s v e s t r l c t e 1 . T T 
assessment of inventory of draught animals and .implom':jata .AT. 
two po in t s of time w i th an i n t e r v a l s of 5 or 6 ycr.r^ ' . .2tw-:.c: 
them and new Investments i n some c o n s t r u c t i o n a l a c b i / i t l e r , 
e . g . land r e c l a m a t i o n , l and- improvements , i r r i g a t x o n v'ORIJT r n l 
const ruct ion of new houses which were not access ib le* t o 
inventory approach. Thus a combinat ion of invento ry and 
expenditure approach has been attempted i n th i s , - s tudy . I'he 
c ap i t a l items were s e l ec ted to be those which had ..olcse c c a n a c t . o n 
with a g r i c u l t u r a l p roduct ion and which were anenablo zo 
measurement w i th l e a s t d i f f i c u l t y s o as to serve as good ind.\ces 
of farm c a p i t a l f o rmat ion . I n the c a s e . o f two v i l l a g e s 
assessment of working c a p i t a l and va?.U8 of. t o t a l output at t vo 
points of ti.ne was a l s o brought w i th in tho scope of the studyo 
Output was brought i n t o che p i c t u r e t o examine the c h a r a c t e r 
of the c a p i t a l fo rmat ion as ev ident :-"rom i t s b e a r i n g oi. 
prodact ion . Xi-Ms aspect of' the study could not -be extendt>d 
to tha other v i l l a g e s f o r l i i i i t a t i o n of time and space z'n/j 
d i sposa l of the present pape r . - But ;aore or l ^ s s s i u i l a r 
r e su l t s are e x p e c t e d , i n t h e s e • v i l l a g e s a l s o . 3 

T a b l e s 1 .1 , 1 , 2 , - 1 . 3 , 1,4-and 1.5 p r e sen t d a t a r e l a t ^ o ^ 
to amounts of f i x ed c a p i t a l i n the inventory of th*i f a r e houi^e-
holds of the v i l l a g e ' s i ^der study at two p o i n t s of \.iiie - thu 
f i r s t and-the second su rvey . -Such Inventory- .coinprises draught 
animals and implements both be ing eva lua t ed a'- ccr'o^ar.t pri.*esv-
Along w i th this" are a l s o presented In- the t a b l e s c^ata of c a p i t J 
expenditures on l a n d - r e c l a m a t i o n , l and - improvements ; i r r l g a t ^ o r -
works and cons t ruc t i on of new houses wherever there e^qpordltur'^s 
were incurred dur ing the f i v e year§ p reced ing the 2r?d ^nv^y-. 

In none of the v i l l a g e s under" study i nc r ea s e i:i tbe 
inventory of d r a u g h t - a n i m a l s - o r implements i s r^uch dur ing tn--" 
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i n t e r v a l between the two su rveys . I n some v i l l a g e s r a the r a 
decrement i s obse rved . C a p i t a l expenditure on cons t ruc t i on 
of new houses surpasses by f a r new investment i n any of tiie 
a f o r e s a i d i t e a s . i^et c a p i t a l fo rmat ion i n the shape ' o f draugH; 
an imals i s .ueagre, even though i t has a l r e ady been exp3.oreci 
that c o n s i d e r a b l e investments i n these aniioals are (c^dt moc-tly 
by way of r ep lacement . 

In a aha j apu r , W.Bengal there was a dec rease *.n the 
invento ry cf draught animals and implements by A valu? ol 
R 3 . 2 4 . 3 5 per a c r e . -New investments i n c o n s t r u c t i o n a l a c t i v i t i e s 
which AIA;'unled t o R 3 . l S . 3 0 oray per acre were not b i g snough 
to compensate the l o s s of f i x e d c a p i t a l . P o s i t i v e ir.c^easa 
i n the invento ry of f i x ed c a p i t a l (draught animals anc Jmplo-
ments) was , however , observed in- t bB case of 5 h o l d i n g - g r o u p s 
i n c l u d i n g the lowest one. Taken s i n g l y land improvements were 
the b i g g e s t new- investment -act jv l ty . For l a r g e r f a r m r / however , 
l a r g e s t amount of new investment was undertaker, i r r-^a 
c o n s t r u c t i o n of new h o a r s e . 

I n Ranab igha , B i h a r , a ga in the invento ry of f i x e d c a p i t a l 
(draught,', aniimals and implements per ac re ) dec l ined by Rs .29 .24 
per ac re . . But new investments i n c o n s t r u c t i o n a l : i : ^ t i v l c l a s • 
( R S . 9 3 , 5 4 per a c r e ) were l a r g e enough to exceed th i s docrementc-
Cons t ruc t i on of new houses was the l a r g e s t new InveBtrnsatu 
Inventory of f i x e d c a p i t a l i nc reased i n the case of tvj^ hoid:.ng 
groups out of f o u r . 

In 3ahpur-Panapar in B i h a r , and-Dar l iminda• an''. Te l i band 
i n Or i s sa invent^ory of f i xed c a p i t a l increased by a ^^alue of 
R s . 3 . 4 7 , R 3 . 4 . 5 7 and Rs .6 .27 p e r ac re r e s p e c t i v e l y . New 
investments i n c o n s t r u c t i o n a l a c t i v i t i e s i n these three v i l l a g e s 
amounted only t o R s , 2 8 . 5 5 , Rs .12.69 and R3,4G.08 per a c r e . 
In the v i l l a g e of Te l i band new investments i n ianci-iyi):^c\^ments 
assumed a s u b s t a n t i a l magnitude (Rs ,24*46 per a c r e ) - • 

I n oahpor -Panapur the l a r g e s t i nc r ea se i n the inventory 
of f i x e d c a p i t a l occured i n the case of the ho ld ing roup 
25-30 a c r e s . I n Darl imunda l a r g e s t a d d i t i o n to the. ir.-.-entory 
was a f f e c t e d by the group 1.26-2.50 a c r e s . • I n Te l i b andh t h U 
was done i n :he Cc .se of the ho ld ing - g roup 5.00 - 7 : 5 C - av^reSc 
Next t o Ranabigha t h i s v i l l a g e i s remarkable ' f c r ^lavin^ ztven 
a good account of new investments l a r g e s t ajaount- O T ? 'whi-ih was 
acccmplished by the group 10-15 a c r e s . 

In gene ra l new investments i n constract ior_ i : . a o t i v i t i e s 
were much g r e a t e r i n amounts than a d d i t i o n s o O ̂ bhe Inventory 
of t l x ed c a p i t a l (draught animals and imp lements ) . I t i s a l s o 
a i s c l o s e d that there was no d e f i n i t e rel 'at icuL.nlp be^v/ecn the 
per acre r a t e of c a p i t a l fo rmat ion and the s i z e of c '^o ld ings . 

Tab l e 2 . 1 p r e sen t s d a t a r e l a t i n g t o inc rementa l f i x oa 
c a p i t a l compr is ing a d d i t i o n s t o inventoi-y of drauv-hr. animals 
and implements p lus new investments i n c o n s t r u c t i o n a l 
a c t i v i t i e s ( d e r i v e d from T a b l e l . l and 1..2) f^r the v i l l a g e of 
Saha.1apur and Ranabigha as w e l l as oatput ' -data f o r these 
v i l l a g e s d a r i n g two years one p r eced ing the 1st and the oth^r 

http://toR3.lS.30
http://Cc.se
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preced ing the 2nd so rvey . The da ta are r e l a t e d t o va lue of 
t o t a l c rop -ou tput per aore e s t i a a t e d at constant p r i c e s . 
Ra t io s of incre .uenta l f i xed c a p i t a l t o incrementa l output 
( i . e . excess of output In the l a t e r "year over that i n the 
e a r l i e r one) a re a l s o worked out and g iven i n the t a b l e . 

I t i s apparent from T a b l e 2 , 1 that these r a t i o s are 
quite sma l l . For the v i l l a g e Saha japur as a whole the r a t i o 
i s n e g a t i v e , though f o r most o f the ho l d ing groups i t i s 
p o s i t i v e . - The o v e r a l l negat ive r a t i o I s accoaated f o r by the 
negat ive r a t i o of the two l ower h o l d i n g groups 0 . 0 1 - 1.25 
and 1.26 - 2.50 a c r e s . 

L a r g e r t o t a l outputs and incrementa l outputs of the 
v i l l a g e Ranabigha are due to i t s p o t a t o - c u l t i v a t i o n on a 
commercial s c a l e cove r ing n e a r l y 30 per cent of the cropped 
a r e a . Ove r a l l incrementa l c a p i t a l - o u t p u t r a t i o of the v i l l a g e 
i s l a r g e r than that of 'Sahajapur. , l A the cases of i n d i v i d u a l 
groups the r a t i o s a re lower i n Ranabigha than f o r the 
corresponding groups i n Saha japur , But t h i s i s o b v i o u s l y f o r 
much g r e a t e r output of the former, compared t o that of the lacte.-, 

•In g e n e r a l .the low incrementa l c a p i t a l - o u t p u t j^atios 
are i n d i c a t i v e of̂  I J O W degree of c a p i t a l format ion i n r e l a t i o n 
to i nc r ea se In output, which i n a l l p r o b a b i l i t y i s duq^ inc rease 
in the. o v e r a l l . i n p u t - l e v e l or some s p e c i f i c i npu t s d a t a of 
which are p resented i n Tab le 3.1. ' • 

I n Ranabigha there was a sharps Inc rease i n the l e v e l o f 
inputs be tween ' the . two surveys i n which a l l the h o l d i n g - g r o u p s 
shared. The change was too pronounced to be a c c i d e n t a l . 
Here the i n c r e a s e i n output seems t o be c l e a r l y due to i n c r ea s e 
in the l e v e l of i n p u t s . Saha. japur, however, d id not e xpe r i ence 
an o v e r a l l i n c r ea s e i n the l e v e l of i n p u t s c o n t r a r y t o an 
experience of i n c r e a s e i n -four h o l d i n g - g r o u p s i n t h i s v i l l a g e 
of which the h o l d i n g - g r o u p 10-15 ac res had the l a r g e s t share i n 
the r i s e of the i n p u t - l e v e l . I nc r ea se In the manure and 
f e r t i l i s e r i n p u t , however, occured among a i l the h o l d i n g groups 
showing that t h i s was not an e r r a t i c tendancyJ The i n c r e a s e 
in output i n Saha japur might have been mainly due to manures 
and f e r t i l i z e r s ; * 

While i n Saha japur the i npu t s were e va lua t ed a t constant 
p r i c e s , i n Ranabigha the inputs Were eva lua ted at a c t u a l 
p r i c e s p r e v a i l i n g at the two d i f f e r e n t p o i n t s o f - t i m e when 
the surveys were conducted . But even a f t e r a p p r o p r i a t e 
adjustment f o r p r i c e - c h a n g e the i nc r ea s e i n the i n p u t - l e v e l 
in Ranabigha would remain s i g n i f i c a n t l y h i g h . 
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From whatever f i n d i n g s i t has been p o s s i b l e tc, assemble 
here or^ thing i s apparent s t h i s i s that the c a p i t a l - f o r m a t i o n -
s i tuat io iV^ is r a ther gloomy. 'So f a r as ind igeneous draught 
animals of a v i l l a g e are. concerned the ques t ion i s .acre of 
t h e i r u t i l i s a t i o n and improvement by b e t t e r f e ed ing and breed ing 
than that of inc rease i n number. The p o s i t i o n of implements i s 
i l i g h l y b e t t e r . This may have been warranted by expans ion of 
c rop -output or c r o p - i n t e n s i f i c a t i o n . In the case of .Implements 
a l s o Cap i t a l format ion i s t o come about more as an imprpvement 

.of q u a l i t y than as an increase i n number,. The scope of ^ 
simpi'ove.^iient of draught animals and implements seems to be 
r a the r va.it-

,0n the other hand a d d i t i o n to working c a p i t a l or 
improvement of the l e v e l of inputs ( p a r t i c u l a r l y manures and 
f e r t i l i z e r s ) 'would p robab ly continue f o r some time to p l a y a 
Uioro important part i n the c a p i t a l formation scene, than 
a d d i t i o n to f i xed c a p i t a l e x c e p t i n g , o f c ou r s e , the new,improve^ 
ments i n cons t ruc t i ona l a c t i v i t i e s l i k e land-improvements or 
i r r i g a t i o n w^rks . This is why-a p i c tu r e of c a p i t a l format ion 
i n r.. farm economy p a r t i c u l a r l y of an underdeveloped country 
cannot be complete without g i v i n g a r i g h t f u l p l ace to working 
c a p i t a l as w e l l as cons t ruc t i ona l a c t i v i t i e s . 

VI 

According to an economis t ' s a n a l y s i s c a p i t a l format ion 
i s motivated by d e s i r e of the i n d i v i d u a l t o augment h i s incoaw. 
The rate of c a p i t a l formation would , t h e r e f o r e , depend upon 
how quickly he proposes to maximise the t o t a l stream of 
s a t i s f a c t i o n from h is future incomes d e r i v a b l e from, h i s 
investments , data r e l a t i n g to p r o d u c t i v i t y of c a p i t a l b e i n g 
g iven . 

Mathematica l ly t h i s i s expressed a s f o l l o w s t* 

y = i i = c t 
t o gk 

/"where Yq= income i n the cur rent year 
income i n year t 

0 = marginal p ropens i ty to consaqfe 
1-0 = marginal p ropens i ty t o save 

k = c a p i t a ! per unit..of, ou tput . 

" p r oduc t i v i t y of a .unit of c a p i t a l : ^ , 

Timbergen, J . , The Optimum Rate of S av ing , 3coaoiqic Journa l 
(uondon) , December 1956. ' 

http://va.it-
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Now u t i l i t y or s a t i s f a c t i o n I s a f unc t i on of co isu-nptionc 
I f i t . i s a l ogar i t tua ic f unc t i on such as l o g ( c ^ o t ) , i t s 

p re sent va lue i s expressed as .l-og(o^o ••^^t) 

1 

where i s the d i s count ing f a c t o r , 

Le t d denpjte- the i n t e g r a l 

l o g (C^o l = g t ) 
elt d t ; 

n^ i n t e g r a l 
we have to f ind out what va lue of c w i l l maximise the2tJ> 

va lues of n and k be ing g i v en . 

The out look o f the farmer w i th h i s meagre r e sources 
does not work i n the way d e s c r i b e d above . H i s v i s i o n i s 
focused on the f u l l e s t u t i l i s a t i o n of the phys i ca l r e sources 
at h i s d i s p o s a l . He examines whether there i s any u n u t i l i z e d 

a l / r e sou rce be fo re him. I t may be a p iece of waste l a n d , a un i t 
of draught an ima l , some implements or a pa r t o f h i s own 
l abou r -Capac i ty . , He would then p l an g e t t i n g some cooperant 
Inputs w i th a view t o making b e s t use of the i d l e resource i n 
ques t i on . His r e a l saving i s mainly the i d l e resource and h i s 
investment i s s ecu r ing combinat ion of cooperant inputs w i th 
the i d i a r e s o u r c e . Thus here the optimum sav ing or invescment 
i s centred around the i s sue of maximizing output by f u l l e r 
u t i l i z a t i o n of the unused, r e s o u r c e . 

• I f I = investment , 
= f i x e d resource at the d i s p o s a l of the f a rms r , 

output = » 

saving or investment i s motivated by the i n t e g r a l ^ ^ ) 

The out look i s f o r f i nd ing a va lue of I ( s ay 1^) tha t would 
maximize tho i n t e g r a l j ^ f C ^ ) d ( ^ ) . Now i f I changes v/ith 

time t or I i s a f unc t i on of t\mx I ( t ) , t r e f l e c t i n g annual 
a v a i l a b i l i t y pf money 3avint;s, c r e d i t and r e a l i n p u t s , then 
we can w r i t e the maximum i n t e g r a l as 

Ha 4 i ) d t , 
/ R d t • - ' 

tm be ing de f ined as the year by which maximum t o t a l 
investment g i v i n g maximum product ion can be atta ined- . 

.A na t i ona l c a p i t a l fo rmat ion and c r e d i t p o l i c y may be 
formulated, .with a view to minimizing the tm of the i n t e g r a l 
stated above. TtB b e a r i n g of the emp i r i c a l da ta of s e c t i o n IV 
on t h i s a n a l y s i s i s obvi '>us.* 

* I t fihoold mentioned here that Surveys of 5 v i l l a g e s under tta 
present study were conducted by S a r v a s h r l M .G .Ghosh, 
^ . E h a t t a c h a r j e e , M.N. 'Singh, G .Patna ik and G. Ojha who, 
s p e c i a l l y Shr l Bhattacharje 'e and Ghosh, and S h r l N.K. Roy 
^Isv; l i b e r a l l y helped i n the p r e p a r a t i o n of the paper . 
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SiBAJAHJR^ West Bengal 

Table 1«1 - Farm Inventory of IJrau^t Animals and Implqnents 

^ z e group olHOwnetrship holding 
operational 
holdings 
(acres) 

(acres) 
per farm 

Drau 

NaT 

t Aniinal3(per acrjy 

l9bT 
(Value UoT 

I 

[Value 
|Rs.) 

Im^lgentis CpQr acre) Totax^per acrej 

t Value 
(Rs.) 

TaTue" 
i (Rs.) icol.^^8 

w 
Co1.7t9 

^ETc?©ase"X^ 
or 

Decrease ( - ) 

1 ll — 2 - " j - 3 1 ^ 5 6 I "H I 9 \ 10 n I v^ 

0.0 ! - ui;5 a. X 0.23 i6. -0 '6.10 f130 1? 
le^O - i .55 37, f'K) 0. 29 ';0<.29 30, '̂ 8 -27-

C.30 21. 00 0.3? 2 $.90 23r-62 ?7.1^ i3..or 8.1(0 
>.01 ^ 0,-9 11;.. ^5 0r.3U 25. 5D . ruh2 3- 67 5>.22 
7.51 10.00 ?.87 6,-00 0.01 1.25 0.2li 30.00 7,69 38.09 8..9̂ !- U8,09 r39 . l$ 

10.0-1 - 15.00 12*25 io«5b 0.86 86.00 0.26 26,00 2^.9h 2ii.03 107.9ii 5b .03 -5r.91 
•I 5.01 - 20.00 9.30 Iii. 53 0.89 89.00 0,2it 2U,on 13.00 16.59 102.00 -6l.ii1 . 
ao.r 1. 25-00 67.39 1.07 1.07 0.23 23.00 11*19 28.53 1:^26 51.53 f39.27 

Total . * r . 7 8 u,6y ove9 53.00 
I r^^ — • • " --------------I - i • III i r j " , , ifci"! I—I 

T&OIq 1.,2 New Investments in Construcfaional Ac^ivJ^les at the Farm Level, 1956w61 

iSlze group of ITflnd reclamation Land improvaaents 1Irrigation works 1 Oonstruction of new T o t a l 
operational holding [ ( o o s t per aore) (oost per acre) (cost per acre) JhC'JBe (oost per acr« (Rs» per acre) 

C acres) (Rs.) (fe.) j (Rs-) ] 
(Rs» per acre) 

1 m 15 17 

0 . 0 1 - 1 .25 U.5U 22.72 27.26 
1 . 2 6 - 2.5b 
2 .51 - 5.00 —• 3 . 1 3 9.33 13.03 
5.01 - 7.5D ' 3^97 2.6U 6 .61 
7 .51 - 10.00 » 7.1U •id •« 7 . lU 

10.01 - 15.00 12.32 •18.79 36.99 68.10 
15.01 - SD.OO 32.6ii 30.60 63.2ii 
20.01 - 25.00 11.56 - 69.33 80.89 

Total — 10-93 U.97 2.140 18.30 
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R A K A B I G H A r B I H A R 

Table l . H - Farm Invaitory of Draught Animala aid ImploiiQnts 

S i l o r,rmp of {Ownership holdingjf 
op^rLtionL.l 5(£2£j:'̂  per f r r n i 

1 it -

0.01 - 1.25 0.32 ; -
1.26 - 2.60 1.47 1.31 
2.51 - 5,00 3.37 3.96 
5,01 - 7.50 4.24 5.95 
Totcl l".57 1.36 

0.55 
0.63 
0.53 
0,32 

0.52 

137.50 
157.50 
132.50 
80,00. 
•130.00 

0.63 
0.̂ 56 
.0.35 
0.45 

L. 
157.50 
145.00 

87.50 
112.50 

i2.28" • 

58.86 
28.18 
3B.53 

26.8.6 
34.27 
34,18 

26.79 

14Sr.78 
-169,19 
19i'.36 

.108,18 

•168.53 

186.36 
179,21 
•212.68 
"159.29 

-149,78 
+ 17.17 
- 12.09 
+-13.5f 
-.29.24 

New Invesianents in oonstructicnel A c t i v i t i e s .at the Form-Level, 1956-61 

SiRe group of JLend roolomation ( land iiBprovemonts IrrigGti.-n works jJGonstruction of n&a ( Total 
operstional holdingj! (cost per ecra) 1 (cost per acre) (cost per acre) {work (cost, p r acrd) { iRfi.per acre ) 
(ecros ) j R s . J ,Rs. • • . R s . I R s . • j 

1 1 13 14 i5 1 16 F ,3.7 . 

0.01 
1.26 -
2,51 -
E.Ol -
To ta l . 

1.25 
2.5C 
5.00 
7.30 

4.43 

4i91 

13..71 J 
167.04 i 
123.20 ' 

86.63 

'18.14 
1*K,58 
1K5G.?1 

93.54 
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SAHAPUR-PANAPUR, BIHtR 

Tab le 1,3 - Farm I n v d n t « r y of Drexight Animals and Implenients 

I>1»© grcup or jownersAip i i o i a ing j 
o p e r a t i o n a l ( s c r e s } per farm 
hold ing . i 1956 
( a o r e s ) 

Oraught" AnimaXB per Acre ji Xmplements '(p^^ acr'e} 

1962 

- 3 

No 

IT 

19^2 
{Va lue 
1 Rs-
E 3 Z 

TToT Value 
Rs. 

Value 

Totanper acre) 

Value 
fit. 

Col.5+5 

jlEtreosev"') 

Col..7+y 

n 

or 
D©treaBe(-) 

T 
0.01 - 1.25 - - V 
1.2C - 2.50 0.10 0^24 
2.51 - 5.00 2-42 2.83, 
5.01 - 7.50 7.66 4.35 
7.51 - 10.00 • 9„63 8.2i^ 

10.01 - 15 . ' ^ : U . i 4 .10.99 
15,01 - 20.00 17.74 15.79 
20.01 - 25.00 
25.01 - 30.00 • - 33.92 
30.01 & above 64.65 73,65 

0.11 
0.18 
0.15 
0.18 
0.16 
o.oe 

17.60 
28.60 
24.00 
28,80 
2&.60 
12 .80 

0.11 17.60 

d.07 
0.22 
d).19 
0 .19 
0 ,15 
0.13 

Q.15 
0.13 

11.20 
35.2"0 
30.40 
3.0.40 
24.00 

.20.80 

,24 .00 
20,60 

0.96.1 
1.67 ' 
1 . 4 1 ' 
2-67,j 
2 , ^ 
0.93" .. 

0.84 

2.-73 
6 .35 
S.12 
4 . ^ 
3.00, 
2.71 

3-45 
3.12 

1^.56 
3Q.47 
25.41 
31.47 
28.59 
13.73 

18.44 

13.93 
41-55 
35,52 
34.83 
27.00 
23-.51 

27.45 
23.92 

- ^ .63 

•+10 .U 
+ 3,36 
- 1.59 
+ 9.78 

+27.45 
+ 5.48 

To ta l 4,72 3.17 0,15 24.00 0.16 25.60- 3.66 26.. 01 

Newf Investments i n Cons t ruc t i ona l A p t i v i t i e s a t the Farm L e v e l 1957-62| 

S l » e group 01" jLend r&olamatlon jLand improvoments 
ope ra t i ona l ho ld ing j ( c o s t par a c r e ) { ( c o s t p r a c r e ) 

R s . 1 RB. 
1 3 — ' i n • 

(acres ) 

0.01 - 1.25 
i .2e - 2.50 
2.51 - 5.00 
5.01 - 7.50 
7.51 - 10.00 

10,01 - 15.00 
15 .01 - 20.00 
20.01 - 25,00 
25.01 - "30.00 
oO.Ol- BBOVE 

| l r r i g f l t 
( o c s t p I 

±cn works 
er a « r d ) 

Xff — 

jjConstrxjotion o f new 
houses ( c o s t pe r ' a c r e , 

Rs. 
X$ 

(RS 

Total • • 
* per e » r e ) 

T T 

3.72 
6.54 

11.92 
S.71 

14. 67 
44.15 

7 . I E 
8.51 

7.2«' 
45 .S** 
1^.13 
23.47 

•,4.86 
65.40 

7.94 
16.33 

7 .26 
45.5% 
30 . ie 
23,47 
23.25 

116.09 

57,01 
26 .56 
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DARLIMJWBA t CRRISA 

Tab le 3L«4 - form I n v e c t o r y o f Drauf;ht- Aniinals and Implements 

61?^e group, o f Ownership ho ld ing 
( a c r e ) par farm 

• Draught Animals per Ac re Implanenta ^per a c r e ) { )er a e r o ) I n c r e a 3 e ( + } 
o p e r a t i o n a l 

Ownership ho ld ing 
( a c r e ) par farm 1957 l t ) f3 1 1957 j . 1963 ^ or 

ho ld ing 195^ ' 1965 Mo. j Value Va lue Value . Valu© 1 Deer e a s e { - ) 
( G c r e s ) • Rs. . Rs. (R3.J , 

1 •2 '6 . 4 - j 5 . ^ B - ^ ! ' 10 

0.01 - 1,25 - •* *- - • . 
1.26 - •2.60 '0»50 2.17' 0.10 6 ,20 0.62 38.44 4 .66 5.69 10.76 44.IS' ; +33.37 
2,51 - 5.00 2.39 4.16 0.36 21.70 0.39 2 4 . i a 3.40 4.50 25.10 28.68- •* 3.58 
5.01 - 7.50 6".25 6.24- 0.45 27.90 .0.22 13.64 5. .63 2.50 33.53- 16.14 -17.39 
7.51 - 10,00 9.20, 8-82 0,30 18 .60 0.18 11.16 . 3 . 8 3 4.49 22,43 1'5.65 - 6.76 

10,01 - 15.00 11.20 13.29 0.14 8.68 0.30 i s . 60 , . 2.74 ' 4.15 11.42 , . . 22.75 n i ; 3 3 
15 .0 i - 20.00 - ^ 19,00 - • • C .24 14.98 • • • - 0.92 - i 5 « 8 0 • - » i 5 .80 ' 
20.01 - 25,00 •25.00 25,00 0,33 20.46 0.16 ^ .92 4.26 5.76 24.74 15.68 - 9.06 
25.01 - 30.00 60.00 56.00 0.40 24.80 0,53, 32.86 6.08 9.60 , 30.88 42.46 •Hl .SB . 
30.00 & above 105.00 97.77 0.15 9-30 0.16 9.92; 1.91 3,50 11.21 13.42 + 2.21 

T o t a l 14.70 13.59 0.19 11.78 0.24 14.86 2.39 5.86 14,17 18.74 + •4.57 

New I n v e s t D i a n t s in Gonst ruc t i cne l A c t i v i t i e s a t the Farm L e v e l , 1958-63 

Size grcufi o f 
wpera t i cna l h o l d i n g } ( c r a t per a c r e ) 

[L^oid r e c l ame t i cn jLend imprcvecianta 
{ ( c r e t per a c r e ) 

I r r i g a t i c n wtrks 
( c o e t per t^ j re ) 

Rs. 

JfCrnstrue.tiffn o f new J '. T c t a l 
Jhous86 (ocst par acre); ' (RS. -per a c r e ) 

Rs. 
J, r — 1 5 - — IE ll 16 i 1 7 , r 

0.01 - 1.25 - -
1,26 - 2.50 - — — . - • 
2.51 - 5.00 2.87 10.67 - 13,54 
5.01 - 7.50 - - — — 

7.51 - 10.00 - 0,45 - — • 0,46 
10.01 - 15.00 - 1.07 - - 1.07 
15.01 - 2 0 . 0 0 ' • U . 0 2 - U . 0 2 
20.01 - 25.00 16.00 - - 16.00 

25.01 - 30.00 - • 6.67 - - 6,67 

30,00 & abcve 1.70 23.87 - 25,57 
T o t a l 2.16 i u . 4 y 12. by 
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T£LlBAK.dH, ORISSA 

^i^ e y . i up : of 
op^dtional 
hold ing 
(£i<*ras) 

{ ( t ^o re ) pur "^rm t "-1956 { f 
[mpi^ .n i i ts (por a c r e ) 

J Value { No, , Value "Value Value" 

Totnl (per 
r 

a c r e ; If icr eaL ^ X ^ T 
nr 

Rs. i { » 
b e e r e a s e ( " ) 

1 i 2 I 3 5' 4̂  6 8 : } 9 i 10 li i J if 12 
0.01 - 1.25 - •2iOO n o . 00 - - 30 00 , •• 14C.00 -140-. 00 
1.26 - 2.50 1.25 1.04 0,46 25c30 0,74 40,70 7.00 3,11 3 2 . 3 0 ' 4*3.61 '+ 11;.51 
2.51 - 5.00 3.44 3,56 0,50 27.50 0.54 29.70 6,83 9,58 34.33 39,28 • + 4.95 
5,01 - 7.50 5.26 4.37 0.35 19,25 0.57 31 ,35 e .27 13.91 27, 52 45,26 • + 17.74 
7.51 - 10. 00 8 . , 14 7.88 0«39 21.45 0.36 2C,90 7,71 14.53 29.16 35.43 + e .27 

10.01 - 15.00 11.33 10,74 0.32 17,60 0.49 26.95 6.oa 12.39 23.62 39 .34 + 15.72 
15.01 - 20.00 - - - - - - - -
20.01 - 25.00 - 23.00 - - 0,17 9.35 - - ,9.35 + 9.35 
25.01 - 30.00 - - - - - - - - - -
30.01 & (ABOVE 54.00 62.82 0,22 1^..10 0.15 8,25 4,07 6.56 16,17 14.31 1,3 6 

To ta l 56.2& 52.24 0„38 20.90 0.45 24,25 6.'99 9,88 , 27.89 34.13 + 6.34 

Kgw InvestcientG in Coris-^ruotional A c t i v i t i e s a t the Farm Level , , 1957"r2 

S i z e group o f Land reo l t imat ion Land impr cvomonts I r r i g e t i o n vc rks Construct ion o f new • To ta l , 
o p e r a t i o n a l ho ld ing ( c o s t per a c r e ) ( c o s t per ap r e ) ( c o s t pur a c r e ) house ( c o s t per a c r e ) (Rs. per a c r e ) 
( eo r ©fi) ' Rs, Rs. Rs. Rs. 

1 13 14 ' 15 16 - 1 17 ^ J 
0.01 - 1.25 - - • 

1.26 - 2-.50 - : 16.32 9.21 a.6.53 
2.51 " 5.00 4 .44 '23.42 6.97 1.68 56.51 
5 .0 i - 7.50 - 22.01 11.85 1.46 .35,32 
7.51 - ID .00 - 18.77 11,63 - 30.40 

10.01 - 15.00 2.73 53,54 31,01 - ^7 ,28 
15,01 - 20.00 - - - - -

20.01 - 25^00 - 13.04 13.04 
2 5 . 0 1 . - 30.00 - - - - -
30,01 ll above - 9,45 13.24 - 22,69 

2-32 24.46 12 .44 o .ee 40.08 
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Size-group »,f 
oparc t i m e l 
holdings 
( t e r e s ) 

1 i: 

Incremental j jVeJ u 
f i x s d \ j ~ 
c a p i t a l j ' 

(Rs.) J 19h6 I 19 51 

iJue •*r/^utput I Tncroment j Incrementa l f i x e d 
ix t-crG (.S'̂ .") 5. output" \ c a p i t a l output 

(Rs. ) 5 

I t 

r e t i r 

0,01 - 1,25 + 4 0 , 4 5 174.7C • :-69.77 -4 ,93 . r8-2C-

1,26 - 2..50. - — 27.61 > 147.69 173 .14 25.45 - 1 . 0 8 

2.51 - 5,00 + 21.43, • 158.95 •18^.34 26.59 +0,81 

5.CQ. - 7.50 + 28.16 162.09 • 187.62 25.53 +1,10 

7.51 - 10.00 • + 46.29 188.69 231.19 42.50 +1.QP 

10.01 - 15 .00 . + 10.19 ' 202.93 228.39 25.46 +0 .4^ 

15.01 - 20.00 + . 1.83 184.21 229.20 4 4 ; 99 +0.04 

20,01 - 26.00 . + I 20 . i a . 231.26 241.17 19 .91 * 6 . 0 4 

•cot&I • - 6.55 177.34 211.. 62 34,28 - 0 . 1 9 

RancbighB t Bihar 

0.01 - 1.25 -149.78 9b8.00 869, 09 -6?^.01 -
l.r,6 - 2,50 • 35.31 708,75 39.76 0.89 

2.51 - 5.00 101.49 606.56 1003". 64 396.95 . 0.40 

5.01 - 7.50 • 143.ai 606.95 811.43 204.53 • 0.70 

t o i l . 64,30 672.59 ' « 69 .06 19 6,47 . 0.33 

Tab lo 2 «1 - I n c r onen ta l Cap i t e l Output-Rat IN 

Sahajppur : West B'sng^.l 



- I 20 

Tab le 3,1 i L e v e l o f Inputs : i l l Ore ps 

(Rant -bigha, B ihar ) 

S iz© group o f Value of Per ac re inputs ( i n Rupees ) 
o p e r r t i c n e l Yea r j Seeds J manures f f o r t i l i z e r s { h i red \ To ta l . - j , 
holdine^ecre sj j f f lel3our { 

1 ? } 3 ' ! 4 ! • 5 I I 7 

0.01 - 1,25 1956 37.41 26.55 . 91,58 21.37 176,79 
1961 80,90 4.26 64.07 33,96 203.09 

1.2S - 2,50 195.6 29.52 f 4 . 61 ,52,19 16,06 "112,38 
1961 61.54 U . 1 6 63.90 39.05 175.65 

2.51 - 3 . 75 , 1956 39.72 20,18 56.22 39.,75 155.87 

• - 1 ^ 91.41 ,9.29 123.07 
•» 

67^21 • • 310.98 

3.76 - 5.00 i £ 5 6 . 33,23 16.41 d7.86 48.75 166.25 
1961 76.46 21.14 98.32 99.30 2"9"4.22 

S.Cd. - 7'.5C 1956 34.61 20.8? E;4.77 23-.84 134.11 
1951 73.57 22.91 82.44 39.54 21B.46 

To ta l 1956 34.98 19 .20 ' 64.28 32.78 151.24 
1961 70.89 12.11 89,88 58.38 231.26 

(Shejepi i r , HT. Bengal ) 

0 , 0 1 - 2. '«0 1956 5 •60" 4,50 2.50 32.00 44.60 
1961 4.53 8.42 4.61 5.53 29.09 

2,51 - 5.00 1956 4.80 4,90 4.50 1^.00 33,20 
1961 5.35- 10.86 • 5.20 12.42 33 .32 

5,01 - 7,60 1956 4.90 5.40 • 5.00 30.50 45 .80 
" l961 5.96" 8.78 5.58 31-,09- 51.41 

7.51 - 10.00 195e ' " "6.40 3.00 6.40 35. 60 51.40 
19 SI 6,49 10,00 . 7.95 44 .11 68.55 

10.01 - 15.00 1956 4.30 5,80 6.70 44,2P 61.00 
.1961 6.32 •• 12.64 16.61* 58.10 87.70 

15.00 - 20.00 1956 6.90 7,30 . 4 .40 ' ' ' 105,50 124.60 
1961 6,97 11.43 12.12 62.93 93 ,45 • 

20,01 - 25 .00 . '1956 6.40 4.30 8.70 103,20 122.60 
1^61 7.17 13.18 14.38 91,31 126.04 

To ta l 1956 5.70 4,90 6.20 62.50 79.30 
1961 6.21 11.15 • 9.05 46.68 73.09 

* Sui'voy year> da ta , however, r e l c t e to the y ea r 
preoeding the survey . 



1, Wama o r v i i i a g f e 

ftredominant oodupe— 
tional group (in 
reBpoot or IJIAMBER' 
of households) • 
(.a) l e t Survey 

S o m e G a n a r o l ^ O f t u - ^ p i o f titCt S o l o c t e d V l l l a ^ a s UII.der S t u d y 

S a J i a j a p u r Kanabigha S a hpurana pur uariiffluada Talibandh 

(h) 2nd Surv^iy 

3, Predominni'-i'̂  social 
. 'group (in respoot of 

numbur of households) 
(c ) i..t ;:,urv<;y 

Agricultural ' • Wholly or Agricultural 
labour and non- mainly oiittier labour 
owner cultivntors cultivator 

-do-* -do- -do-

Wholly or mainly 
owner cultivator 

-do-

(b ) Snd i>ur-vey 

Beckwcrd scho-
dulod cQstafl 

-do-

4:. Total : T O - cf housohold. 
a) I s t Survey" 
1?) 2nd ^u.-, ̂ y 

£>« Av« siso of househo^aa* 
l e t Survey 
2nd Survqy 

6-» (jrowth o.f population 

Av. 

133 
136 

7» a-dwtli of working 
forcG 

Dovslopmont project 
in operation in or 
around tho villtige 
during the interval 
between the 1st and 
tho 2nd pirvey. 

4.19 
4.68 

i4.2^(duriniE -
1956-61) 

7.0^(durin6 
i956-«i.-) 

' Etjcpansnn of ' 
irrigation-
works. 

Backward Cact.e Hlnd\.3 
olnss Hindus -

-do- -do-

111 
117 

6.20 
6,23 

6,6?i(durlag 
;^556-6l) 

.i.3:^(during . 
1956-61) 

-C.D-t.- fixjan-
»sipn Of atc-
•raga and 
transport. 

Backward Class 
(Kulta) 

-de 

ed 
81 

5.81 
5.68 

i4.7^(durin6 1958-
64) 

24*q3S(dvring i95d^ 
64) .'• • 

' .Drainage and irrigation c.D.P., d e v e l o W e n t 
(Ihu soaeme was comple- of a'r.arkjt oeai.tro, 
ted in i960), incoption commuinicttion and 
cf f* C.D.Block(lfit stage) tr^iisport faciii*^ 
in''p53j metalled rocd t ies. 
Vlth bus services; q mer-

•ktrtJng society at a d'istan-
c>? of i mile Irom the 
village and inaltiptarpoao 
ck-odit aocitfty at a cAf.-
tance of 3 mii-'̂ s^ 

94 
i i e , 

6.92 • 
- 7-09 

10.3^(during 1956-6^) 

12.7^(dLring l96«-62!l 

Mainly owner 
cultivator 

ITholly owner 
cultivator 

Backward Class 

-do-

66 
77' 

4.6^ 
'4.3,-

9.i55i(during 1966-
62) , 

16.4?S(durln6 1956-
. 62) 

C.D^P.f devolojiment 
of marketingj road 
and coumuniaotion. 

, foci l i t i OS 
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APPBNDXX B 

A Note on The Optimam Hate of Format ion of i^orltlng C a p i t a l 

The p r a c t i c a l i m p l i c a t i o n s of the concept of optimam 
Investment d e a l t w i th i n s ec t i on VI of the paper are worked out 
here i n terms of Input and output data of Sa^.^'?pu•:• (W-.;?engal) 
( T a b l e s Z.l and 3 , i ) . A second degree p rodac t i on func'^lon of the 
form Y=a'*"by*'£Ge2is f i t t e d to the c r o s s - s e c t l o - . - d a t a of t o t a l 
i nputs ani oatputs of the v i l l a g e for the yer. : 19-56. Tha a c t u a l 
f u n c t i o n der ived from these data i s t 

y*lO'.57- + 5 . U X 0 .03x2 
where x = t o t a l . Input ( R s . ) per acre 

Y = t o t a l output ( R s . ) per acre 

The r e l a t i o n s h i p between input and output represented by the 
func t i on has been found to be s i g n i f i c a n t at one per cent l e v e l . 

Optimum Input which I s ' e x p e c t e d to y i e l d an op-cimuji output 
i n the p resent s ta te of' technology and r e sou r ce - a l i o ce . t i cn 
ob ta in ing i n the v i l l a g e has been est imated from the funct ion a t 
R3.86 per a c r e , the cor responding optimum output be ing es^--IJIATED 
a t Rs.228 per a c r e . 

I n 1956 the i n p u t - l e v e l s of farms be l ong ing to f i v e 
ho ld ing - g roups out of seven were short of the optimum by an. 
amount rang ing from Rs.24 t o 52 per a c r e . Of T^eso f i v e , one 
g roup , namely, 10-15 ac res reached the optimum and s l i g h t l y 
exceeded i t by 1961; o thers remained short of the optimum by an 
amount rang ing from R s . l 9 to Rs .66 per acr*j. I i i e b e s t of the 
d e f i c i e n t group 7 .51 - 10 ac res Increased the l e v e l of input from 
a s . 5 1 pe r acre i n 1956 to Rs.69 per acre by 3.9ol at the annual 
r a t e of Rs.3.60 per a c r e ; * I t would take anotJ'i.er 4 years t o reach 
the optimum at th i s . rat;e of i n p u t - f o r m a t i o n . I f we aasame tha t 
t h i s i s the f e a s i b l e optimum ra te of saving l '>r t̂ -*̂  other 
d e f i c i e n t g roups , namely, 2 .51 - 5 a c r e s and 0 - 2.50 a c r e s , they 
would then take 14 or 15 years t o / r a l s e input I ^ v e l from Rs .33 or 
Rs.29 per acre of 1961 t o the optimum of Rs.a.5 per a c r e . The 
average i n p u t - l e v e l af a l l farms taken together wai> f o m d to be 
short of the optimum only by R s . l 2 per acre anJ average o u t 
put was l e s s than the optimum by R s . l ? only i n 1961. Th i s 
d e f i c i e n c y might be made up i n the course of 3 y^.ar;; a t the rate 
of Rs.4 per acre of i npu t - f o rma t i on . Thus the outlook f o r 
i npu t - f o rma t i on I n the v i l l a g e under r e f e r ence i s not gloomy. 

The optimum i n p u t - l e v e l wou ld , however , r a d i c a l l y change i f 
the technology or even the p a t t e r n of r e s o u r c e - a l l o c a t i o n as between 
d i f f e r e n t crops i s a l t e r e d . This i s ev ident from the case oL' ^lUag^ 
Ranab igha , B ihar where the i n p u t - l e v e l i s r e v o l u t i o n i s e d and sharply 
d i s t i n g u i s h e d by a h i gher l e v e l from that of Saha japur j the dlfferen-. 
be ing exp la ined by the importance of po t a t o i n the cropping pattern 
of Ranabigha, 

I t aay, however, be mentioned a t the erxi that t h i s note d^esr 
c l a i m to serve anything more than the purpose of an i l l u s t r a t i v e 
• Th i s g roup , however, a t t a ined optimum output i n 1961 r a the r accideî ^ 
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A NOTiL TIL; -VArilAXXONo IN FA^M IKViiii.-tiiNi 
ON iL^OIVXDJAli H0LDING6 

Mr Meenakshi rialya , 

This study i s a aiicro-sGonoinic a n a l y s i s of the 
vax ' ia t ions i n . i nves tment p a t t e r n of i n d i v i d u a x farmers i n 
c a p i t a l accumulat ion . Dua t o . l i m i t a t i o n s r̂ f da ta a v a i l a b i l i t y y 
the o b j e c t i v e s have -been r e s t r i c t e d t o the f o l l o w i n g i -

(1 ) To study the v a r i a t i o n s i n the p a t t e r n of 
^ag r i cu l tu ra l , investment by d i f f e r e n t c l a s s e s of c u l t i v a t o r s 
i n va ry ing agro-econoiaic environment-j 

( i i ) . To examine the investment, - income r a t i o s i n 
r e l a t l p h to s i ze of ho ld ings under d i f f e r i n g agro -economic 
condi t ionsJand * 

( i l l ) To i n v e s t i g a t e the nature of dependence of 
investment on e x i s t i n g c a p i t a l - s t o c k and cu r r en t income, a s a 
case study r e g r e s s i o n a n a l y s i s -

The r e l evance and j u s t i f i c a t i o n o'f a farm l e v e l - study 
i n the p resent context i s based on the. f a c t t h a t even w i th 
vast ou t l ays f o r c a p i t a l expend i ture by the Government i n the 
f i ve year.p.lare^, "about t w o - t h i r d s of t o t a l investment i n 
product ive c a p i t a l app l i ed to a g r i c u l t u r e , i s . p r o v i d e d f o r by 
p r i v a t e i n d i v i d u a l s and only o n e - t h i r d by p u b l i c "sourctes" ( l ) . 

I I 

Problems of D e f i n i t i o n s and Methodology 

The concept, of, c a p i t a l i s complex and the d i s c u s s i o n s 
on d e f i n i t i o n s , nun&rous*C2) 

The purpose i s not so much the e s t i m a t i o n . o f c a p i t a l 
format ion as the study of investment v a r i a t i o n s * Investment 
i s the th i r d and l a s t of the interdependent a c t i v i t i e s that 
cons t i tu t e , ' C a p i t a l F o r m a t i o n ' . The f i r s t i s " S a v i n g " the 
a c t i v i t y by w h i c h , p a r t of c u r r e n t consumption i s ' d e f e r r e d and 
the r e sources set a s ide f o r other pu rposes . Second i s . 
' f i na - i ce ' an a c t i v i t y by wnich r e sou rce s e i t h e r from sav ing 

1. As e s t i m a t e d ' b y K o s e l l t z " C a p i t a l Format ion , S a v i n g and " ~ 
Oi 'edit i n I n d i a n A g r i c o l t u r a i Soci -ety" . i n , ' d a p i t a l , S 
and Ci^edit i n - F e a s a n t S o c i e t i e s ' e d . F l r f h and Yamey. 

a v ing 
r t h and Yamey. 

George A l l e n & A l l e n & anv lh ,litd.. 1964. 

2. For the most" r ecent • s t ud i e s i n the I n d i a n c b h t e " x t r e f e r 
t o the papers and the Rapporteur *s r e p o r t s - I n d . J r . of 
Ag .Econs . V o l . XX No. 1, Jan-March 1965. I'he prob lem 
attains f u r t h e r complex i ty when * human' c a p i t a l and i n v e s t 
ment i n human r e sources i s a l s o inc luded i n the d e f i n i t i o n ; 

'B. Kuznets "dn the Measurement of N a t i o n a l Wea l th " i n 
"S tud i e s i n income and VIealth'- Vo l .Two N . B . S . H . New York 
1933 and the d i s c u s s i o n on i t by Gerhard Oolm and 
Cope land . 
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or bor rowings are assembledi Investnent i s " the a c t i v i t y by 
which r e sources are a c t u a l l y c o J L a i t t o d to the p roduct ion of 
C a p i t a l goods",A3) Obvioas ly the patcorn andvolUine of C a p i t a l 
For^aation depends on the i n t e n s i t y and e f f i c i e n c y w i t h which 
t h e s e • a c t i v i t i e s a re c a r r i e d on. 

The p r e sen t study con f ines i t s e l f to the th i r d a c t i v i t y , 
v i z . inves tment . As such only c a p i t a l expenditure on farms is 
cons ide red i n the f o l l o w i n g a n a l y s i s . Investment on farm-- i s 
d e l i m i t e d to f our major items v i z . l a n d , l i v e s tock , implements 
and machinery and, permanent improvements to XandA^) The 
'net^ expend i ture (purchases l e s s s a l e s ) on these items on 
a farm i s de f ined as the "farm inves tment " . 

Undoubtedly the l i s t I s incoaipiete f o r e s t i m a t i o n pf 
o a p i t a l format ion as no account Is.taKen of farm b u i l d i n g s , 

/the items of expendi ture are i d e n t i c a l w i th the f i v e ^ 
c a t e g o r i e s of c a p i t a l analysed by T o s t l e b e , ( 5 ) d ince d i s 
investments i n the form of d e p r e c i a t i o n , o b so l e s cence , death 
and a c c i d e n t a l damages are n o t c o n s i d e r e d the farm i n v e s t 
ment d i scussed here i s only " g r o s s " investment* I t i s t o 
be admitted that t h i s f unc t i ona l or o p e r a t i o n a l d e f i n i t i o n 
has a s e r i ous shortcoming i n the sense that Investments of a 
pu re l y ' r ep l a cement nature r.nd new investments are i n s e p a r a b l e 
However, t o determine the exact amount f o r d e p r e c i a t i o n , 
obso lescene^c/ methodo log ica l d i f f i c u l t i e s a r i s e . For 
inatince, the d e p r e c i a t i o n r a t i o s used f o r a r r i v i n g at not 
c a p i t a l f o r u u t i o n i n - a g r i c u l t u r e in l o j i a - v a r y from 20% on 
the tota l to 2 .5^ f o r r u r a l hous ing , K)% f o r l and and 
implements and 15% f o r t r anspo r t equ ipment . ( S ) . There has 

3 . Abramovitz i n h i s i n t r o d u c t i o n t o " C a p i t a l Format ion and 
ficonomic Growth" N .B .E .R , P r i n c e t o n U n i v e r s i t y P r e s s 1955» 

4 . Th i s i s s i m i l a r t o the f i x e d farm c a p i t a l expend i tu re as 
de f ined Myi.the 'Rura l Debt and Investment Survey 1963E-62' 
conducted by the Reserve ^ank. of I n d i a . 

5. " C a p i t a l Format ion i n A g r i c u l t u r e " T o s t l e b e , N . B . E . R . 
P r inceton U n i v e r s i t y P ress 1957 - PP . 3^4. . 

6^, According to U-N. de i f l r i i t ion t o a r r i v e at. Net C a p i t a l 
For.iiation. 

7 . "Smpirical ly however i t i s u s u a l l y d i f f i c u l t or impos s i b l e 
to d i s t i n g u i s h net and replacement inves tment , l i k e f o r 
l i k e replacement be ing very rate ' * . , -fwo d i f f e r e n t approaches 
are through comparison of output and depending ' on the age 
d i s t r i b u t i o n of the c a p i t a l s tock -oee JiR.Meye-r & E.Kuhs 

, ?.]-£, T-nvest^aenj; D e c i s i o n . Harvard U . P . 
-̂ V o l . ! " 

8 . P a p e r s ' o ; i ' * N a t i o n a l Income and A l l i d d Top ics 'Zed .V .K .R*V .Rao , 
a . R . a e n , M.V. D i v a t i a and Uma D a t t a . A s i a P u b l i s h i n g House 
1960. Es t imates by K . S . Rao (PP 7 7 ) and Baiddv. Kumar 
(PP 122 -134 ) . 
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9 . S r i V.M* Jakhade ' s comments i n xHappporteur 's Report on 
Investment on farm and C a p i t a l f o rmat ion i n A g r i c u l t u r e 
PP .229 I n d . J r . of Ag -Econs , Vol .XX M o . l » 

U ) , MeyeraadKuh - i n "Th^ Investment Dec i s ion ' * Harvar IJfP. 
1959 P P . 8 0 - 8 1 . 

11 . ^ y e r and Kuh. I b i d . P . 8 1 . 

not been any e m p i r i c a l de te rmina t i on of t;i«= d e p r e c i a t i o n r a t e 
f o r c a p i t a l stock i-1, a g r i c u l t u r e i n I n d i a , ac y e t , the method 
used here i s t o agg rega te the purchases of l a n d , l i v e s t o c k 
impleraents and machinery and add/expendi ture on any permanent ' 
impr'ovaments t o l and ( d i g g i n g and deepening of w e l l s , 
bundirigj l and r e c l amat i on , p l a n t i n g of g roves or orchards and 
an̂ ^ other connected a c t i v i t i e s that enhances the p roduc t i ve 
value of the l a n d j i n the op-^rat lona l h o l d i n g f o r the p e r i o d " 
of 6 y e a r s . F^-ai t h i s tne t o t a l va lue of s a l e s i n the 
5 years pe r i od has been deducted , and the "Fa ru Investment " 
per ye©r i s obta ined as the average f o r 6 y e a r s . The • 
emp i r i c a l da ta analysed i n thi.= paper have been obta ined 
by the Survey metnod,. Th i s r a i s e s two problems^ one, of a 
p r a c t i c a l n a t u r e : wh^.t would be the compone.it of resp^-vnse . 
e r r o r s in the estijiatfcs of purchasas and s a l e s of farm 
a s s e t s due t o Jiemory I a p 3 e 3 ? ( 9 ) Secondly due to pria'e 
v a r i a t i o n s , t r ends and other systemat ic f l u c t u a t i o n s , w i l l 
the a g g r e g a t i o n and ave rag ing of 5 year d a t a at cu r r en t p r i c e s 
be a v a l i d p r ocedu re? (K ) ) The f i r s t of these v i z - i naccu racy 
due- to memory l a p s e s , i t i s a r gued , cannot be of a h igh o rde r * 
For , i t i s not o f t en that major items of c a p i t a l investment 
p a r t i c u l a r l y land l i v e s t o c k and machinery are over looked or 
f o r g o t t e n w i t h i n a span of f i v e y e a r s , .^itnor implements -inay 
p resent d i f f i c u l t i e s but s i n c e . t h e p r o p o r t i o n of investment on 
these items i n the t o t a l i s r e l a t i v e l y l o w , the f i g u r e s w i U • 
not be too v i t i a t e d , Moreover , by t ak ing the f i v e year p e r i o d , 
the pure ly replacement type of Investments tend to get 
Cancel led s p e c i a l l y when the f requency of pu rchases and s a l e s 
i s l e s s than one per yea r , as l a ususully the case w i th l i v e s t o c k 
and l a n d . 

P r i c e v a r i a t i o n s p r e sen t d i f f i c u l t i e s and the p o s s i b l e ' 
i n f } . a t i oa or d e f l a t i o n of the amount of investment i n Rs. 
ca ir.or, be r u l e d out . Absanca of an index f o r p r i c e of c a p i t a l 
goods i n a g r i c u l t u r e makes one ab and or; any attempts at 
adjustiosnts f o r p r i c e changes . Other short -coming i s the 
presence of a p o s s i b l e a u t c c o r r e l a t l o n i n the s e r i e s of i n v e s t -
nients. I f a l l the 6 o b s e r v a t i o n s were Independent through 
time, the e f f e c t of a v e r a g i n g would be an e q u i p f o p o r t i o n a l 
reduct ion i n the /var iance . The hypothes i s of independent 
observat ions may not be accep tab l e e s p e c i a l l y when the y e a r l y 
investments nay be in te rdependent ^ -as purchase of l and wo.olcL 
be fo l lowed by purchase of Piore. equipoient and improvements on 
land. Th i s may be the g ene r a l pa t t e rn , but not a e c e ' s s a r i l y -so, 
jyie.yer and Kuh opine, that "when d u r a b l e goods and ' lumpy' s o r t s 
^f e x p e r ^ i t u r e are invo lved and one i s seeking an^-explanat ion 
of iong -Eun behav iou r J the co r re spond ing un i t iiiay'be an 
average or a g g r e g a t e taken over many y e a r s . " ( H ) 

http://compone.it
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I l l 

Source of Data* 

The cont inuous v i l l a g e sur/eys o f the . - - .^ricultural 
Economics Research Cen t r e , U n i v e r s i t y o f Madras are the source 
of da ta f o r the p resent study- Tte v i l l a g e s have been s e l e c t e d 
p u r p o s l v e l y w i th d i f f e r i n g ag r c - economic , c l i m a t i c and 
l o c a t i o n a l c h a r a c t e r i s t i c s . A l l the households i n the v i l l a g e s 
were contacted and in fo rmat ion s l i c i t e d , through survey 
method. Sr.nce no attempt wil , l be made to poo l the d a t a from 
d i f f e r e n t v i l l a g e - s , i t i s obv ious that non-random s e l e c t i o n 
of the v i l l a g e s p r e sen t s no prob lem The p e r i o d of r e f e rence 
v a r i e s between v i l l a g e s , adding yet another l i m i t a t i o n t o t h i s 
study. I t i s s u m l s e d that there uould not, have been ar 
d r a s t i c change i n the c o n d i t i o n s o f th-^se v i l l a g e s w i t h i n a 
p e r i od of 4 years ( l96o -57 t c 1959-60) such that the major 
v a r i a t i o n s i n investments between v i l l a g e s i s due to the time 
v a r i a b l e a l one . 

Nine boath I n d i a n V i l l a g e s have been chosen t o study 
the v a r i a t i o n s i n per ho ld ing inves tments . T h r e e ' o f these 
v i l l a g e s have assured water supp l y , s i t u a t e d as they are i n 
f e r t i l e r e g i o n s , adequate ly served by c a n a l s i n the Cauvery 
(Mad iga i V i l l a g e ^ and Godavari ( V i l l a g e s Kumudaval i i and 
T e t a l i ) d e l t a s . Paddy i s the main c ro i j - -food as w e l l as the 
cash c r o p . Improved a g r i c u i - t u r a l p r a c t i c e s such as use o f ; 
improved seeds , chemical f e r t i l i z e r s and p e s t i c i d e s a r e w e l l 
e s t a b l i s h e d , 

Pathikonda i n Andhra and A i a l i k o t t a i i n Madras S t a t e ' 
a r e i n d r y r e g i o n s , dependent on r a i n f a d tanks f o r i r r i g a t i o n . 

1 2 . H .A . John Green, * A g g r e g a t i o n i n Economic A n a l y s i s An 
I n t r o d u c t o r y Survey ' ( P r i n c e t o n U n i v e r s i t y P r e s s 1964) 
PP . 91 -93 . He a rgues that the b a s i s f o r the c o n s t r u c t i o n 
of an index of c a p i t a ! goods must be p r o d u c t i v i t y . 

Before a v e r a g i n g , the very v a l i d i t y o f a g g r e g a t i o n m a y b e 
ques t i oned . I f the q u a n t i t i e s cf o ld and new c a p i t a l goods are 
t o be a g g r e g a t e d , w i l l , mere a d d i t i o n of t h e i r v a l ue s r e f l e c t 
the t o t a l worth of cap i : ; a l stock? "The a g g r e g a t i o n of c a p i t a l 
goods of a l l a g e s i n t o a s i n g l e index i m p l i e s that c a p i t a l 
goods , whatever t h e i r age , l o s e i n anyone pe r iod equa l f r a c 
t i o n s of t h e i r va lues through d e p r e c i a t i o n " . ^ 1 ^ ^ i t i s assumed 
that the cu r rent market va lues of the c a p i t a l goods would 
r e f l e c t t h e i r p r o d u c t i v i t y and age d i f f e r e n c e s and hence 
a g g r e g a t i o n overtime and v,ypes of c a p i t a l goods i s pe rmiss ib l e , . 
P rob le j i s of t i i^gregatlon i s only a minor one i n the p r e sen t 
context but i a the study of c a p i t a l f o rmat i on , and grov/th, 
p r o d u c t i v i t y d i f f e r e n c e s wouJ.d have t o be reckoned w i t h . 
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Two v i l l a ge s (Pallipuram and Kudanialoor) are in the 
urban f r inge , in Kerala having strong economic l inks with the 
adjoining towns. Consumption expenditure mainly on hote l s , 
c i ga re t tes , c lothing, education and recreation i s conspi
cuously high in these v i l l a g e s . The l a s t category of two 
v i l l a g e s , both in Kerala (Vechoor anl Panancherry) have a 
high degree of uncertainty in ag r i cu l ture ; both v i l l a g e s are 
i n the in te r io r with coaiparatively isolated economies. 
Inundat ion o f paddy f i e l d s i s a fre>.,uent occurance in 
Vechoor and cu l t ivators in Pananchery are I l l e g a l l y cu l t i va t ing 
Govern.Tient lands at the edge of reserved fo res t s . Both the 
v i l l ages depend on seasonal rains for I r r i g a t i o n . 

These four categories by no means exhaust the types 
of v i l l a g e s nor are they mutaally exclusive representatives of 
d i f f e rent systems of faraiing i n South Ind ia . Nevertheless, 
these d i f ferent envlronnents may h e l p e x p l a i n some of the 
V a r i a t i o n s in the extent and pattei^n.of farm investment* 

Physical gnvironment and Investment Var iat ionsr 

In a study of the investment behaviour i n industry 
Meyer and Kuh investigated and tested fo r ' poss ib l e , r e gu l a r i t i e s 
in the investment process. . One of their iaferences i s that 
indus t r i e s - in l ike ecofiomic situations do make similar 
investment decis ions . 'Whether this could be so in agr icu l ture 
i s a hypotheses that w i l l -have to be tested i f there i s sone 
empirical evidence, 

l a b l e ^ * 
Par holding investment 

Rs. 
Year 
of , 

Survey 

I I . .lijlve-nmple- iPermanentX 
StataXVlilageXliandXstockXments and U rap rove- I Total 

I X jmaehineryXments. to I 
I i i 

1967-8 •A.P. ISIumudaX; 113 96 6 83 297 
' ' \. v f lU i r 

1956-V Ma(iras Madigai 8 57 9 25 99 
1953-9 A.P. Te ta l i 38 13 6 . 4 66 
1958-9 Madras Ara l i -X 3 - 6 ..; , 53 

kottai)( 
1956-7 A^-P. 'Pathi -1 • 10 7 ^ • IB \ 47 

V konda i 
Kerala"; Kuduma-X 26, • 5, • •• 1. :- . 1 1 : 43 

. loor I - ^ - • " 

19S6-7 , Kerala P a i n - I 10 7 42 
puram X 

1960 Kerala Panan-)t 3 "10. 2 •• . . 1 16 
chery X * 

1959-60. Kerala Vechoor 2 ' 4 ' . 2 • ' 14 

* The assistance of Sr i R. RaJ-agopiiXV 'f .Ramakrishna Rao and 
B.V. Subbarao i n th¥,prices sing of data i s grtLte;fall*y 

-acknowledged. 
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The l e v e l of Investment I s ccpjparat lve ly h igher i n 
s t a b l e a g r i c u l t u r a l environments, v l t h assured water supply and 
l e s s e r degree of natura l h a z a r d s . I n Madigai v i l l a g e ( Tan jo re ) 
land i s extremely scarce and land t r a n s a c t i o n s are few and f a r 
between. I n the f i r s t group, the r e l a t i v e l y low investment i n 
T e t a l i i s perhaps the r e s u l t of high t e n u r i a l unce r ta in ty -
40% of the c u l t i v a t e d land i n T e t a l i i s under tenancy compared 
to about \.5% i n Kumudavalii and S% i n Mad iga i . 

I n Pathikonda which f aces p e r i o d i c draught c o n d i t i o n s , 
the investment i s on l i v e s t o c k and on d i g g i n g of w e l l s , a 
pradent p r ecau t i on aga inst f a i l u r e of uionsoons. The compa
r a t i v e l y h i j h i n t e r e s t i n land investment i n A r a l i k o t t a i i s 
a t t r i b u t a b l e t o land purchases on beha l f of i i i i g r a n t s who 
gend r e g u l a r remittances from abroad, (13) 

I n P a l l i p u r a m , p l a n t i n g of Coccanut t r e e s i s Che 
:aain form of investment and i n Kudumaloor, i t i s the l a n d . 
Investment per hold ing i s the lowest i n v i l l a g e s wi th a h i gh 
degree of r i s k conf irming tho ob se rva t i on that "An awareness 
of the p e r i l ( r l 3ks ) : j however dim i t may be i n any i n d i v i d u a l 
i n v e s t o r ' s mind i s one of the g r e a t e s t o b s t a c l e s to p o s i t i v e 
investment d e c i s i o n s " . (14) 

With the except ion of Kumudaval i i , a l l the es t imates 
of investment per ho ld ing f a l l f a r short of the est imate of 
Rs.220 per household (15 ) based on the N . S . S . da ta fo:* 
1950-61'. /A second es t imate , i s prov ided f o r the year 1961-62ihis f 
by the A l l I n d i a Rursd Debt and Inyestmeat Survey of the howeve 
Reserve Bank of I n d i a . The average c a p i t a l expendi ture per farm b 
c u l t i v a t o r ' s household ( a l l - I n d i a ) i s Rs .32 i n farm b u s i n e s s , as wei 
This does not inc lude hous ing , d e p r e c i a t i o n or maintenance 
charges . The es t imates f o r Madras, Kera l a and Andhra Pradesh 
are r e s p e c t i v e l y Rs ,40 , R s . l 9 and Rs.29 per households Though 
comparison between.these va lues and the nine v i l l a g e s ' 
Estimates i s not s t r i c t l y r i g o r o u s , the expend i ture approaches 
of the R - B . I . Survey and the AERO v i l l a g e su rveys , are s im i l a r 
i n concept. V a r i a t i o n s of the v i l l a g o es t imates from these 

13» Th i s type of investment - buying land and cons t ruc t ing 
houses i n the native v i l l a g e by outmigrants who hope to 
re turn i s by no^means uncommon. See f o r ins tance " C a p i t a l 
Saving and C red i t among ind igenous Rice farmers and 
immigrant vegetab le farmers in Hongkong^.s New T e r r i t o r i e s " # 
Mar jor le Topley i n " C a p i t a l Saving mid C r e d i t i n Peasant 
S o c i e t i e s ed . F i r t h and Yamey George A l l e n and Gnwin L t d . 
1964. -

14 Henry Aubrey "Investment Dec i s i ons i n underdavelooed 
c o u n t r i e s " ; P.404 i n " C a p i t a l format ion and Econo'aic 
Growth" N.B.B.R. P r ince ton J n i v e r s i t y P r e s s , 1955. 

and 
Saving 
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m^an va lues h i g h - l i g h t the i n f l uence of enviromnenc and 
l o c a t i o n . There can be no g e n e r a l i s a t i o n s or conc lus ions 
based on the data f o r these nine v i l l a g e s . There i s some 
^'Vidsncd, however, f o r the fo rmu la t ion of a hynothes is v i z . 
i t i s the s t a b i l i t y in agro-economic cond i t i ons that 
infj.uences both the extent and p a t t e r n of farm investment 
r a the r than the exposure t o urban economy and a h igher degree 
of monet i za t ion . 

Economic cond i t i ons and ieve j . l o f Investment 

The a s s o c i a t i o n between the investment l e v e l and 
income can be seen from T a b l e 2 . Income from farm i s the 
r e s i d u a l from Gross Vaj.ue ( a t ha-^vest time p r i c e s ) of a g r i 
c u l t u r a l and l i v e s t o c k p roduct ion a f t e r deduct ing the 
expenditure on seed, manures and f e r t i l i z e r s , net maintenance 
cos t of b u l l o c k s , land t ax , i r r i g a t i o n and other cha rges : to 
t h i s i s added the net income from mi lch and other c a t t i e s , 
( f e e d , f odder , v e t e r ina ry charges and cost of h i red l a bou r 
f o r Cattle maintenance are deducted as items of cost to a r r i v e 
at the net income) . Income from other sources inc lude wages , 
rents and remi t tances . T o t a l income of the household i s the 
aggregate of the incomes of a l l members of the household , 
through a l l sources^ 

Tab le 2 

__ ( i n rupees -
i Joncent ra - I lnve^s t - I % of 

V i l l a g e TKvQT-l I I ^ ^ ^ . . v . . . . « . » - g 

|age IfarmXNon-JLTo t a i l t ion ratiojtment Kinvestmert 
,size Xin- XfarmXin^ Xof income Kper t to 
of hdllcomelin- Jcome Id i s t r fbu - IholdingJtincome 1 1 

Kumudavalii 10.39 228B 205 2493 . 4 8 297 U . 9 
Madigai 3.97 473 342 820 .30 99 12 .1 
T e t a l i 3 .35 772 463 1235 .29 66 5.3 

rt-rallkottai 3.78 296 150 446 .25 53 11.9 
Pathikonda 6.24 302 497 •799 .33 47 5.9 

Kudumaloor 11.74 183 963 1146 .13 43 3.8 
Pa l l i pu ram 2.24 521 30 551 . .40 42 7.6 

Pananchory 3.24 481 118 599 .18 • 16 2.V 
Vecho z>r 2.91 435 466 891 .16 14 1.6 
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16. For t h e o r e t i c a l treatment of t h i s t h e s i s "see JaOob Viner in 
"The Economics of i ) eve lopment " . 

Bu r ton , H .J . »»GrQwth models and underdeveloped Economics" 
PP .231-32 and Ar thur "Lewis '"Economic Development with un
l i m i t e d supply of l a b o u r " PP.419-420 i n "The Economics of 
Under-developraent" Ed . S ingh & A g a r w a l a , Oxford J n i v e r s i t y 
P r e s s , 1958. 

17. Aubrey , Henry C P . C i t . PP 408 -10 . 

Concent ra t lon of income d i s t r i b u t i o n ( over s i ^ R groups ) 
as g i ven by G i n i ' s r a t i o of qiean d i f f e r e n c e i s a s soc i a t ed 

tw ice Ar i thmet ic mean 
w i th investment l e v e l s . I t seems p o s s i b l e tha t g r ea t e r farm 
Investment i s seen i n a reas hav ing h i ghe r i n e q u a l i t i e s of 
i n c o ; ^ . ^ ^ " ^ iPathikonda, Kudumaloor and P a l l i p L i r a m seem to ba 
the s t r ay p o i n t s from the gene ra l p a t t e r n of a s s o c i a t i o n 
between income concent ra t i on and investment- A v e r a g e s ize 
of ho ld ing and per ho ld ing income do not see.n t o be cJ.osely 
a s s o c i a t e d w i th the l e v e l of i n v e s t m e n t . The w i d e l y d i f f e r i n g 
types of land makes the comparison between v i l l a g e s d i f f i c u l t 
t o • i ' f e c t . I n Pathikonda one c u l t i v a t o r whose .nain occupat ion 
i s money- lending has invested more i n cash l o ans and b u i l d i n g s 
(Cinema houses) i n urban area than on the f a rmr His income of 
n e a r l y R s . 2 4 , 0 X per year i s about f our times the next h i ghes t 
i n c o a e i n the v i l l a g e . Th i s accounts f o r the g r e a t e r 
i n e q u a l i t y i n income d i s t r i b u t i o n i n Pathikonda w i th a 
^ omp?iratively low farm investment . B e s i d e s , i n e q u a l i t y a lone 
i s not s u f f i c i e n t to a s su re p roduct ive c a p i t a l accumuJatlons 
the i n e q u a l i t y must favour those who know how to and are w i l l i n g 
'-0 i n v e s t t h e i r su rp lus income p r o d u c t i v e l y . Pa th ikonda ' s 
v..oney-lender seems to be a case i n the p o i n t , a con t r a s t t o 
••Cumudavalli^ s owners of p roduct ive equipment. P r o p o r t i o n of 
jnvesument t o t o t a l net income i s comparat ive ly lew i n v i l l a g e s 
vhere p r o p o r t i o n of farm income i n the t o t a l i s a l s o l e s s . 

The argument that ( i ) l a c k of knowledge - of t echno logy , 
investment o p p o r t u n i t i e s , market i n t e l l i g e n c e e t c - , ( i l ) aware 
ness of r i s k and u n c e r t a i n t i e s and ( i i i ) e xpecca t i on of h igher 
p r o f i t s i n a l t e r n a t i v e investments a r e the three major f a c t o r s 
i n f l u e n c i n g investment d e c i s i o n s i n i n d u s t r y ^ 1 7 ) i s a p p l i c a b l e 
to a g r i c u l t u r e as w e l l . 

S i ze of ho:^ding:-

The v a r i a t i o n s i n investment b e t w e e n * v i l l a g e s have been 
d i s cu s s ed above . ' barge v a r i a t i o n s e x i p t w i t h i n v i l l a g e s i n 
farm investment , between c l a s s e s ^of c u i t i v a ) : o r s . The data i s 
a v a i l a b l e f o r seven of .the nine v i l l a g e s . The c u l t i v a t o r s 
are ^ a r b i t r a r i l y c l a s s i f i e d I n t o "be low 5 a c r e s " ( s m a l l ) between 
"6 and 15 a c r e s " (ffedlum) and "above 15 a c r e s " (B i g ) groups 
accord ing t o the extent of t h e i r o p e r a t i o n a l h o l d i n g s . By 
v i r t u e of l a r g e r s i z e , the ' b i g ' c u l t i v a t o r s may have comparative 
advantage of economy of s ca l e f o r ' lumpy' inves tments , a greater 
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r i s k b ea r ing c a p a c i t y , h igher c r e d i t wor th iness and perhaos 
the knowledge of a l t e r n a t i v e investments as w e l l . On the" 
other hand, cotispicuoas consumption, p r o p o r t i o n a t e l y g r e a t e r 
number of dependents and a h igher non-farm investment may a l s - ; 
be c h a r a c t e r i s t i c o f l a r g e - s i z e d h o l d i n g s . 

Tab l e 3 

S i z e o f h o l r i i n g and i n v e s t m e n t 

I 
T MediL 

. - r 
im .1 3m^ i l l I P t o i x% t o I 

Rs. l incomet 
W i t e 

Rs. t. income 

Kumudavali i 
T e t a l i *. • 

1377.3 
379.1 

14.8 
9 .3 

143.2 
9 1 . 1 4 . 1 

52 .1 
51.2 

7 .0 
4 . 9 

A r a l i k o t t a i 308.0 10.0 130 .2 24 .4 21 .4 6 .2 

Kudamaloor 
Pa l l i pu ram 

• •« 
818.2 14.3 

-484 .8 
-112 .3 

- 7 0 . 4 
31 .9 

6 . 5 
7 . 3 

Pananchery 
Vechoor 

. . . 
• • • 148.7 10.6 

31.8 
140.0 

3 . 1 
10 .1 . 

12 .5 
-146 .3 

2 .5 

I n the seven v i l l a g e s s tud i ed , i n ab so lu te terms as 
w e l l as a percentage of income, investment per ho l d ing i s 
g r ea t e r on 'B ig^ ho ld ings except in A r a l i k o t t a i and Vechoor 
Small c u l t i v a t o r s i n v e s t p r o p o r t i o n a t e l y more of t h e i r income 
than the medium c u l t i v a t o r s i n three out of the seven v i l l a g e r 
With in a homogeneous a rea ( v i l l a g e ) , size of ho ld ing and 
investment are p o s i t i v e l y co r r e l a t ed . . 

The p a t t e r n of investment d i f f e r s betwaen c l a s s e s of 
c U t i v a t o r s acco rd ing to l o c a t i o n s (See A p p e n d i x ) . In, 
urban f r i n g e v i l l a g e s , small ho ld ings are on the i n c r e a s e j i n 
d e l t i v i l l a g e s , j udg ing from the l and investment a c t i v i t i e s 
of *big= c u l t i v a t o r s , thd i n e q u a l i t y i n land d i s t r i b u t i o n 
would tend to i n c r e a s e . 

A s s e t s , income, and inves tments : 

The two d e l t a v i l l a g e s where farm investment i s 
Comparat ive ly h i gh/ fu r the r examined f o r r e l a t i o n s h i p between 
asse ts income and Investment at the h o l d i n g - l e v e l . Fo r t h i s 
purpose , the da t a c o l l e c t e d dur ing 1961-62 f o r the r e su rvey of 
Madigai v i l l a g e i s used . I n Kumudava l i i , the survey was 
cooiuGted dur ing 1957-58. A s s e t s are e va l ua t ed at cu r rent 
market p r i c e s and comprise the t o t a l va lue of l a n d , l i v e s t o c k 
and implements. There have been numerous t h e o r i e s of 
investment behav iour put f o r th i n r ecent ti,mes- Edwin Kuh ( l 9 o 3 ; 
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and Meyer and Kuh (t^59) deal and test ths applicability oi" some of these 
theories including the expectation^ capacity and profit models, in the 
context of Jimerican industry,( IS) 

Sdmn Kuh (1963) h a s tested as many as 31 models for a sample of 
6o firms i n U.S.A. and both cross-sectional ahd time series (1935-1955) 
analysis have beai done. The variables included are Gross Investnentj. 
Capital intensity index. Capital stock, sales, Gross retained profits . 
Capital coefficient .(reciprocal of capital inter.sity index) gnd Dividends, 
Absolute gross investment as well as annual increase (or decrease) in gross 
investmait is the depWident variaole, variations i n whid:i a r e sought to be 
explained by the other variables and functions (such as f i rst differences, 
averages and radios) of these V B T i a b l e s . Logs and log models ar'e also 
tested. A cx>mplex price deflation procedure i s e-vt>lved for the time series 
analysis. The conclusions are broadbased and many issues are discussed, 
liiich are of paiticular relevsnce tc industry. 

In the present study; four of Kuh's simpler, linear models with' 
suitable modifications have beta:! tested for t w vil lages: 

I a Annual Gross expaiditure on purchases of ( i ) Isnd, ( i i ) . live-, 
stock, ( i i i ) implanents and machinery and ( iv ) pearmanent 
improvements to land (5 yoar average) 

I ^ ion^al Valiio of .Sales of itans (1) to ( i i i ) 

I ' 2 I-X, farm investment (net) 

K - Total value of assets on t h e farm 

S ^ Total net income of th'e housdiold 

Y - Farm Income of the household 

Z 2 Iî come through other sources 

M ^ Total V a l u e of sales of agricultural produco in the holding 

The equations are ; 

' I -

o^^ ^ o ( , K ^ - - ^ ^ 5 (3) 
I ' -

Squation (1) relates to gross capital expenditure to the existing 
capital stock, uot income, snd sales or disinvestment. The hypothesis i s that 
gross investmarit i s h i ^ e r in holdings with greater capital stock, hi:^tjr ^ 
income ani lo-rer disinvestmont. The second equation reflects the sources o-
firaace 1.*=,, gross investment in relation to sales of produce and capi*'a^ it-em .̂ 

18, Fdvdn Kuh in "Capital-stork Growth : a micro-econometric approach" (North.-
Ksllana Publishing Company, 1963 pp, 53-59) has cr i t ica l ly reviewed theorx'^ 
by TJuesenberry, Chenery and Modigliani. 

Meyer aid Kuh Op. cit . pp,6-22. 
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The l a s t two etiuations r e l a t e farm investment w i th 
c a p i t a l stock am;! income - t o t a l , farm and from other s o u r c e s . 

V 
The parameters of the equat ions were est imated and 

the r e s u l t s are as f o l l o w s : 

KUHiJDAVALLI. 

I = 277.8 + 0.0197 K - 0 .23 S + 0 .05 X 

I = 14.0 + 0.0211 K - 0,27 M + 0 .05 X 

I ' = 170.9 + 0.0173 K - 0 .21 S 

I ' = 159.6 + 0.0179 K - 0 .23 Y + 0 .05 Z 

I = - 131.7 + 0.0439 K + 0 .14 S + 0 .02 X 

I = - 39.9 + 0.0160 K + 0 .49 M + 0 .03 X 

I ' = - 632.6 - 0.1336 K + 1.44 S 

I ' = - 3080.2 - 0.8111 K + 3 .41 Y + 5,04 Z 

The models t r i e d are simple r e g r e s s i o n ones . The 
volume of e x i s t i n g c a p i t a l and f u r the r investment are d i r e c t l y 
c o r r e l a t e d . S a l e s of c a p i t a l goods i s a s s o c i a t e d w i th g r e a t e r 
gross purchases I n d i c a t i n g perhaps a h igh ina idence of c a p i t a l 
rep lacement . I n Kumudava l i i , h i ghe r incomes - farm or from 
other sources and cash income from s a l e s of farm products do 
not c o n t r i b u t e p o s i t i v e l y to g r e a t e r inves tment . I t i s the 
other way round i n M a d i g a i . I n Madiga i net investment i s not 
p o s i t i v e l y c o r r e l a t e d w i th the e x i s t i n g c a p i t a l s tock . 

Income i n e q u a l i t i e s are h igher and unequal wea l th d i s 
t r i b u t i o n seems t o be conducive to g r e a t e r investment i n 
Kumudaval i i . The i n s i g n i f i c a n t r e l a t i o n s h i p between income and 
net purchases i s perhaps due t o the f a c t that a t h i ghe r income 
l e v e l s , the o b l i g a t i o n s t o be met - (due t o g r e a t e r number of 
dependents) a re many, consp icuous consumption and non-farm 
investments are a l s o h i g h e r . Madiga i on the o ther hand 
e x h i b i t s the dependence of investment more on income t h a t on 
e x i s t i n g c a p i t a l s tock , an unders tandab le phenomenon i n a 
v i l l a g e where l and market i s very t i g h t and f u r t h e r investments 
on farm by the r i c h i s not f e a s i b l e at the p r e s e n t l e v e l of 
technology and resource u se . 

These e q u a t i o n s a re no t , however , s t a t i s t i c a l l y ideeil 
f i t s . Moreover , they are t e s ted on da t a tha t are f a r from 
perfect; - The. e x e r c i s e , however , was attempted to e xp l o r e the 
p o s s i b i l i t i e s of a micro -eeon^iset r ic a n a l y s i s o f farm 
investment. No gene ra l conb lu s i ons can be -d rawn on r e s u l t s of 
two v i l l a g e s , s e l e c t e d p u r p o s l v e l y . There i s a need f o r 
development of an investment theory arici investment behav iour of 
l a rmsrs , us ing s t o c h a s t i c and e x p e c t a t i o n mode ls , u n c e r t a i n t y 
f l a y ing a g rea t r o l e i n investment d e c i s i o n s . 
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VI I 

Cot ic ias loas 

iiow Investment stems from an a b s o l u t e ' shortage of t o t a l 
income which i n turn makes tho supply of sav ings l i m i t e d . 
However, the supply of sav ings i s perhaps a l e s s s igni f ican^t 
l i m i t a t i o n on investment than the demand f o r • p r o d u c t i v e • 
investment and investment o p p o r t u n i t i e s . Even w i th low l e v e l s 
of income, investment i n permanent improvements t o land can be 
made by m o b i l i z i n g i d l e f ami ly l a b o u r du r ing s l a ck p e r i o d s . 
Uncer ta inty i s the major d e t e r r e n t i n i n c r e a s i n g farm 
investments ; sma l l e r si^e of h o l d i n g s are a l s o not conducive 
t o ' lumpy' or l a r g e investments - With the i nc r ea se i n 
t e c h n i c a l knowledge and r u r a l e l e c t r i f i c a t i o n , the share of 
implements and machinery i n the t o t a l investment may perhaps 
show an in : ; r ea se . Concent ra t i on of wea l th and income are 
u s u a l l y a s s o c i a t e d w i th h i gher l e v e l s of investments on farm, 
g i ven s t a b l e c o n d i t i o n s . i n a g r i c u l t u r e . 

Urban o r i e n t a t i o n l e a d s more to conspicuous consumption 
than d e s i r e t o i n v e s t more on p roduct ive as , se t s . I n a rev iew 
of ' C a p i b a l * F o r m a t i o n and f o r e i g n investment i n underdeveloped 
a r e a s ' ' t l ^ J v a r i o u s r e sea rch needs i n the c o u n t r i e s of No r th -Ea s t , 
South and South -Eas t A s i a have been l i s t e d . One of these i s 
the need to examine whe"ther i n underdeveloped c o u n t r i e s the ., 
s av ings and investment f unc t i ons the consumer..and the 
en t r ep r enue r ea l behav iour would be the s a m e a s can be i n f e r r ed 
from Western e x p e r i e n c e . 

, The i n t e r a c t i o n of r i s k ' and unce r t a in ty w i th s ize of 
h o l d i n g , , a n d e x i s t i n g c a p i t a l as a - f a c t o r i n f l u e n c i n g farm 
investment i s perhaps a f r u i t f u l t o p i c f o r fur ther - i n v e s t i 
g a t i o n . . C r e a t i n g c o n d i t i o n s of s t a b i l i t y , i n c r e a s i n g the 
t e c h n o l o g i c a l knowledge and' p r o v i d i n g o p p o r t u n i t i e s f o r 
investment tnay be the proper s teps towards c r e a t i n g a demand 
f o r c a p i t a l thus s t i m u l a t i n g sav ings t o r e s u l t i n a h igher 
l e v e l of f a rm . i nve s tnen t on h o l d i n g s . 

.rr.,-,̂ _̂ y Charles Wolf J r . - and̂  Sidiisy,Sufrin.. "Syracase 
'Un ive r s i ty Pi^ess,; 1953. ' 



Siae of holdings and neb fam investment 

( in jnipees) 

Vil lage 
BIG 

Land ilivo-. |Impl©-j[Perrash-^>6 in-, 
fstock I 

MEDIUM SMALL 

stock Jments [nent Ivest-
Jiiripro-Jment \ 
Jvement^to J 

I I ve- JImpl9-j[Perm»4^ i n - |Land "Jl ive- J Imp le - i Perm a - 1 % i n -
stock Jments Jnent Jves^U- } {stock jments Jnent Jvest-

iimpro-jment j 
ven en 1^ to \ 

jimpro-iment 

} f i jinoomei I i I income} I J {income 

Kumudavalli 

• Tetali 

386.1 

263.8 

720.0 

61.1 

9 .7 

26.U 

261.5 

27.8 

lii.8 18,1 

9 .3 12.3 

65.6 

U9.8 

5.9 

12.7 

58,6 

16.3 

8.8 

U.l 

lU.5 

36.U 

22.6 

10.2 

U.2 

h.3 

10.8 

0.3 

7.0 

h.9 

Aralikottai 15b .0 ii6.7 8.0 103,3 10.0 92.6 26 .5 U .5 6.6 5.6 10.1 2.5 3,2 6.2 

K udumaloor 

Pallipuram - 9h.6 191.6 532.0 

- -600.0 

lU.3 -180.0 

22.0 

29 .5 

3 .2 

12,2 

90.0 

26,0 

^ . 0 

20.8 

U.6 

U.ii 

1.5 

1.8 

7.3 

U.9 

6.5 

7,3 

Panancherry 

Vedioor 75.0 39.5 3.7 30 .5 

- - 2.7 

10.6 109.7 

27.5 

9 .0 

ii.2 

2.9 

2.8 

18,1; 

3.1 

10.0 -

3.7 

15U.U 

6.J 

2.U 

1.7 

1.8 

0.8 

3.9 

2 .? 
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K)8MiriDN JMD FIHANai;KG OF CAPITAL Hi AaHCULT'JEE IN MAHJ^RASITRA 

B.W. CI.avan 

0 , 1 Sconomio gro'wth depends by and l a r g e cn "*:he investment o f ci irrer:t 
resoxirces i n p i i y s i c a l as3ets. Capital! f o rmat ion wh i i * measures the a d d i 
t i o n s t o t h e s tocks o f p h y s i c a l asse t s i s c"*^ o f tha majoz* determinants 
o f t h e Income groi-jth. I n t h i s paper , a t t . ^ p t i s . ma^^- î o p-^fcsent.the 
es t imates c f c a p i t a l f onpa t i on i n a g r i c u l t u r e m i c i i i s t h e l a r g e s t s i n g l e 
income genera t ing s e c t o r i n Maharashtra as i n o the r S ta tes i n I n d i a , 
Est imat ion o f c a p i t a l f o rmat ion encounters va r i ous , d i f f l c t . l t i e s , due t o 
ina i equacy o f r e l e v a n t s t . - t i s t i c a l ' r e s o u r c e s ^ The methocs d." ^3stiin,^tion 
a r e , t h e r e f o r e , exp la ined i n do&a i l i n Se c t i on IV* Oo i t t r i ju t i on o f va r i ous 
s e c t o r s t o t h e c a p i t a l f c rmat ion i s d i scussed i n Se c t i on I I an i f lna j i c ing 
o f c a p i t a l f o rmat i on i s brought out i n S e c t i o n I I I , Thu eso imates 
prosentedhare p e r t a i n t o t h e year- 196l"62o 

I. The concepts 

1.1 The concepts o f c a p i t a l goods and capx"'^al f o rmat i on f o l l o w e d h e r e 
are t h e satie as enunciated i n t h o S t a t i s t i c a l Papers o f t h e Unii.ed N a t i o n s , ^ 
C a p i t a l goods are t h o s e goods which are proiuc3d f o r f u tu r e us© ±n produo-

, t i v e p rocess . These , t n o r e f o r c , covar rachinery^. t o o l s and equipment, 
b u i l d i n g s and o the r cons t ruc t i ons and produoej- 's stocic o f goods i n c l u d i n g 
raw m a t e r i a l , s am i - f i n i shed qnd fini;.h»-d .v-'od::;. Cap i t a l f o r x a t i o n measures" 
the add i t i ons to t h e stock o f capita?. gocl?=. The e s t ima tes p resen ted here 
are those o f g ross c a p i t a l f o rmat ion i n . the sense "ha t no a l lowance i s • 
made f o r d e p r e c i a t i o n j obso lesconce e.nd g c c i d a n t a l uama^e t o the f i x e d 
c a p i t a l . The e s t i m a t i o n i s con f inyc to ji,cric^alturo s e c t o r injhicn covers 
c u l t i v a t i o n a c t i v i t i e s as w e l l as animal huibanary and a n c i l l a r y a c t i v i t i e s . 
Cap i t a l f o rmat ion i n agriciAltui"e as sach l"? not 3̂asy t o d e f i n e . If t h e 
purpose o f p repar ing es t imates o f c a p i t a l f o rna t i o r . i s t o throw- H g h t on 
the fu tu r e growth i n income_, then a l l c a p i t a l f o rmat ion ijnich would r e s u l t 
i n t h e g ene ra t i on and gro'-rth o± inc-ima have t o bo taken i n t o account. 

I n sud-i a case , c a p i t a l f n r r a t i o n i n a g r i c u l t u r e ' i j o u l d i . i c lude a d d i t i o n s 
to a l l c a p i t a l goods vjiiicti are urea d i* i ier i n t h e p rocess o f a g r i c u l t u r a l 
p roduct ion or i n t h e T^ianu:^acture o f inpaos i i i u io a g r i c u l t u r a l o p e r a t i o n s . 
I n othfjr wcrds, c a p i t a l .iVrmation v d l l s i ^rafy not onl;y' t h e asset 
f o rmat ion i n farm busines:^ bu* a l so assot . fori-̂ ia îon i n o the r s e c t o r s which 
pro"d.ae ir^D-uts t o a g r i c u l o u r a l p r o d u c a o n . ThuFj c a p i t a l f o rmat i on i n 
a g r i c u l t u r e w i l l i n c l u d e investmeiit i n r e r t l u x s e r i ndus t r y as t h i s i n d u s t r y 
piovi.'ies i r^iuts t o agri-ci.Tture wriidi i n c r e a s e s r r o i u c t i ^ a t y . I n th_G 
paper, however, we have u-ken ?. narrcw v'ew a r i a - i u i a e i o-ors'-lvos t o t h e 
2 i i i i t f o rmat ion i n t h e farm busi.ness ?1one- Ca^-xta* icr'n.a{.lor., i s , 

• thev fc fore , t^ken ; t o . r.ean ad i : : t ions oo î arm invei^^-.^res vri^ere the 
farm' business imcluaes animal husbandry. H-ariCo- x^peniit'JL '-, on i r r i g a t i o n 
vcrks i s inc luded;under c ? p i t a l loimat:'.on .̂ r irr i . ;_;ation works are deemed t o 
form i n v e n t o r i e s I n fanr. busin-^sbj but inv ts tmont i n t h e es tao l i shment 

The author i s g r a t o f u l t o Shri* 5.M. Vidwans, Director^, Bureau o f 
Sco.nomics a n d _ S t a t i s t i c s , I-iaharashLra S t a t e f o r t h e s^: ,aulat ing d i s -
cu s i on w i i ch he"hac. on tha f i r s t draft c f t h e psper and t h e gu idance . 
The D i r e c t o r , "however, i s not responsibJ-o f o r the vr.eus* p r e sen t ed i n 
t h i s paper , 

* 'Concepts & d e f i n i t i o n s o f c a p i t a l lormt^ion* S t a t i s t i c a l Papers 
Series F,Ji>m3^ntbed Na t i ons . 



K)fiMiTK)N FIJUNaCNG OF CAPITAL JM ACSilOJLTiJHE IK MAHARAaiTKA 

B.V,. G.avah 

0,1 Sconomid growth depends by and large cn the inveistment of ciirrerit 
resources in physical assets. Capites formation whid^ measures the addi
tions to the stocks of physical as'sets xc o"*^ of ths major aetorminants 
of the'income gro^rth. In this paper, a t t^pt i s male to present, the 
estimates cf capital formation in agriculture which is the largest single 
income gsnorating sector in Kaiiarashtra as in other States in India, 
Estimation of capital formation encounters various, diffictilties, due to 
inaiequacy of relevant st. 'tistical 'resources. The methocs 2:" ^3stination 
are, therefore, explained in detail in Section IV* Coiitrioution- of various 
sectors to the capital formation is discussed in Section I I and' financing 
of capital formation i s brought out in Section I I I , Tht̂  estimates 
presantedhore pertain to the jeai' 196l-62o 

I . The concepts 

1.1 The concepts of capital goods and capi'̂ ^al formation fol3owed here 
are the same as enunciated in the Statistical Papers of the Urlced Nations*-* 
Capital goods are those goods which are prolucad for future use in produo-
tive process. These, tr..jreforc. cover r.achineryj tools and equipment, 
buildings and other constructions and prodi;oejr's stock of goods including 
raw material, sani-finished and flni-hcd ^.:o-Xz^ Capital forr.ation measures' 
the additions to the stock of capital gocd?. The estimates presented here 
are those of gross capital formation ln,the sense ^hat no allowance i s • 
made for depredation^ obsolesct^nce ^nd accidental -lamâ ie to the fixed 
capital. The estimation i s coniinec to agriculture sector Miicn covers 
cultivation activities as well as arrimal hutbancry and ancillary act iv i t ies . 
Capital formation in agriuultui"e as £ach not easy to define. I f the 
purpose of preparing estimates of capital formatior. i s to throw l ight on 
the future growth in income^ then all capital formation xjnich would result 
in ths generation and gro'-:th oi incomo ;-d.ll have to be taken into account. 
In suchi a case, capital fomation in agriculture'ijould include additions 
to a l l Capital goods vnicri are ue.oa dinner in th.3 process of &gric^ltu:-"al 
production or in the manufacture of ir ĵuutj in Uio agricultural operations. 
In othfor wrds , capital -Lormation vd.ll si.^rdfy not orHy the asset 
formation in farm busines-.3 but, also asset, formation in other sectors which 
pro viae inputs to agri'juloural producdon. ThuSj capital formation in 
agriculture will, include investment in Certlliser industry as this industry 
pipvides inputs to agri-c\.Tture wiiich increases :^roiacti\aty. In th^is 
paper, however, we Tiave v^ken a, narrcw v'ew arl a-iuine.-i ours'-lves to the 
3stit. formation in the farm business slone, Car-xtal icrrxation, is , ' 
thevfcfcre^ t;.ken to. mean adi:.tions 0̂ farr^ invei.!'.;.rres v/here the 
farm'business inpluaes animal husbandry. H âncc ivpenJit'^v, on irr igat ion 
works i s included/under copital ioimation ar irri;jation works are desmed to 
form inventories in farm busin^sb; but invtstrnttnt in the establishment 

The author i s grateful to 3hr?. S.Mv Viiwans, Director, Bureau of 
• "Soonomics and ̂ Statistics, Kaharashtra State for the stuaulating d is -

cu-Sion idiich he "had on the f i r s t draft of the p^per and the guidanc^e. 
The Director, however, i s not responsible for fae vr'.aws presented in 
this pap«r_t • -

* ' Concepts & definitions of capital formi^tion' Statist ical Papers 
S e r i ^ F.M>»J^nited Nations. 
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of 3 fert i l i ser plant has not been included even though the fert i l i ser i s 
an input in agriculture, as fert i l i ser plant is considered as an 
inventory in the industrial sector. Capital formation, therefore, 
represents a l l gross expenditure leading to asset formation in agriculture 
sector and i t covers expenditure on reclamation, bunding, irrigation, 
construction of faXTn houses, .cattle sheds, purchase qf agricultural 
equipment etc. In the case of expenditure in kind or value of owned 
assets, materials snd household labour, ijnputed values are included. 
Moreover, the estimates presented are of fixed capital formation, restrifv-
ted thereby to the additions to filled capital ( i . e . buildings and other 
constructions, equipnent and machinery) and additions to working capital 
or producers' stockP are ignored. However, increment in livestock i s 
included, 

1.2 Sven though, increment in livestock i s included under, capital 
formation, while presenting and comparing estimates of capital formation 
in agriculture in rural household sector pertaining to various States, 
increm-ant in livestock has not been included as the estimates of incranent 
in livestock for other States are not readily available. 

I I , Capital formation in Agriculture in Maharashtra 

2.1 Gross fixed capital formation in agriculture i s estimated at 
Rs.U5 crores during 1961-62 in Maharashtra* State Income generated in 
agriculture during 1961-62 was of tha order of Rs.673-«- crores. Thus, 
capital formation in agriculture i s to the extent of 6.7 per cent of 
the income arising from the sector. Considering the fact that capital 
formation in agriculture i s not entirely financed from the income generated 
in agriculture, the rate of capital formation in Maharashtra appears to 
be ral^her low. The rural household sector contributed Rs.29 crores or 
nearly two-thirds of the capital formation. The direct expenditure (apart 
from loan exponditure) on capital formation incurred by Government and 
local bodies was to the tune of Rs , l5 crores or one-third of the capital 
formation in agriculture. The following table gives a synoptic view of 
the capital formation in abricu-tui-e in Maharashtra. 

Forma; 
Agric 

Table No. 1 

Gross Fixed Cani' al Formation in 
agricultij-e in Mc-harashtra S^̂ ate 

{Percentage 
Sector {Rs. lakhs to the t ^ a l 

( 1 ) \ (2) ( 3 ) 

1. Rural household sector 29,^h 6hA 

2. Urban hous^old sector 1 , 2 6 2.8 

3 . Goverrment and local bodies li;,8a 3 2 . 8 

Total 
« 

100,0 

* Sstimated according to revised method of estimation. 
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2.2 As expected, rural household sector oonbributes the highest share 
in C a p i t a l formation in agriculture. The capital formation in agriculture 
(excluding incronent in livestock) per rural household i s estimated at 
Rs . 3 8 . 5 in Maharashtra as compared to Rs .2U.3 in India. Though the rate 
of C a p i t a l formation in agriculture may not appear very high in the State, 
i t i s significanb to note that capital formation per household in the 
State exceeds that in India by more than 58 per c e n t , considering the fact 
that the. i rr igation fac i l i t ies are quite meagre i n the State, cropping 
pattern is more favourable to the inferior crops like Jowar and bajra and 
yield rates of most of t h e crops are quite lowi In India,, the State 
stands fourth next to Mysore, Gujarat and Madras and above Punjab ^ e n 
ranked, according to the capital formation per rural hous^old~ as "mil -be 
seen from the following table. . 

Table No. 2 

Average gross fixed capital formation in agriculture 
per r u r a l household i n various Stafes 

1 Average amount \ index with Al> . 
State J per household { India a 100 

1 (3) 
5 ( I n R s . ) 

{ India a 100 

1 (3) • (1) 1 (2) 

1. Mysore 62,7 258.0 
2. Gujarat 222.6' 
3« Ma'iras 38.7 159.3 
h» Kaiaarashtra 38 .5 l?8.1i 
5. Punjab 1^5.9 , 
6 . Andhra Pradesh 29-9 123.0 
7. Jarlimu & Kashmir 2 ? . 1 103*3 
8. Rajasthan 23.6 9 7 . 1 
9. Kerala 18,0 7U.1 

10. Orissa 17.8 73.3 
1 1 . Assam 17.8 73.3 
12. MaJhya Pradesh lii.7 6 0 . 5 -
13. 'Bihar 6.8 28.0 
U. Uttar Prade^ 6 , 1 25.1 

• West Bengal 23.9 

•- A l l India • 2U.3 . 100.0 

Note:*- Incranenb in livestock i s not included in the above estimates 
,of capital formation. 

2.3 In the rural household sector, the most important item of capital 
formation.was construction of vfells which accounted for nearly 30 per 
cent, of the total capital formation in agriculture. Next in.importance 
was purchase of equipment accounting for 19 per cent.' Construction of 
new bunds accounted for 17 per cent while reclsraation constituted 11 per 
cent of the capital formation in agriculture in the State, At the 
national level, the foremost itan of capital formation was purchase of 
equipment; construction of wells and recl'anation followed in that order 
as w i l l be seen from Table Hd* 3*-



Table No.3 

Porcoitage Share in aggregate fixed capital formation in agr i 
culture of various constituents in the rural hous^old sector. 

I t an 
J Percentage to the total 
jjfixed capital formation 
in farm business 

jJMaharashtra India 
J (2 ) 

% Heclanation of land 
2 . Bunding and other land improvanents 

(a) Major alterations, additions 
and other land Ijuprovanents 

(b) Construction of new bunds 
and other land improvanent 

3# New plantations and additions to 
€Kistlng orchards and plantations 

U. Well5 
(a) Major alterations 
(b) CJonstruction 

5» Other irr igation sources 
(a) Major alterations 
(b) Construction 

6» Purchase of new additional equipment of 
(a) traditional type 
(b) Improved type 

7. Farm houses, grain golas and cattle sheds 
(a) Major alterations 
(b) 'Additions to existing structures 
(c) 'New construction 

8 . Other itans of fixed capital formation 

Total 

1 1 . 2 16,7 

8 , 6 6 . 2 

1 6 . 9 9 . 3 

1 . 2 2 . 7 

3 . 3 5 . 9 
2 9 . 6 1 8 . 0 

1 . 9 1 . 1 
0 . 6 

6 . 2 1 3 . 8 
1 2 , 9 IU . 6 • 

1 . 5 1 . 2 • 
O .U 0 . 9 • 
5 . 3 7 . 1 • 
O .U 0 . 9 

1 0 0 . 0 1 0 0 .5 

Total capital formatioiVagricaltura in 
per rmral household "(in Rs.) _ " . . ^8.5 

(N.B. Incranent in livestock i s not included.") 
2U.3 

2.U In.absolute terms, the aggregate fixed capital formation in 
agriculture (including incranent to livescodc) was of the order of Rs . 2 9 
crores in the rural household sector. Incranent in livestock alone 
accounted for Rs.8 crores, Ejcpenditure on construction and ma.}or 
alternations of irrigation wells was of the order of Rs,7 crores. In 
addition, other irrigation sources accounted for about half a crore of 
rupees. Capital formation by way of reclamation, bunding and other land 
linprovanent was to the extent of R's.8 crores. The rural households 
incurred an expenditure of Rs.U crores on tho purchase, of riew additional 
equipment. Table No, U shows the capital formation in agriculture 
according to different constituents in rural household sector. 
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Capital Formatiocj in agricultttre according to differont constltutents 
'• (Rural household"^Qctor^ • î J" 

j Petrcentag© 
: I t ^ ' . ll formation ; I to the 

\ Cap i ta l ' 
} form jit i o n 
•'H-Rsr, lakl 

• ' 1 (3i 

1» Reclamation 8 , 3 
2« Bunding i& other land impro vanent s 

( a) Major ^Iternattotis- additio;ns. 
and other-^land improvatients e.h 

(b ) Consti*uction,of'new lands and 
other land impro van ents .. 363,«6 1 2 . 5 

3^,New plantations & additions to existing 
orchards and plantatj-ons • . 25 .8 , 0,9 

U» Wells (a ) Major alteraiions ' . 71«0-
(b) Cbnstruction • :636*9-

5» Other irr igation resources' 
(a) Major alterations •Uo,9. %U 
( b ) ' Construction 

6« Purdia'seof n&vt additional-eouiment of 
(a) Traditional type 133.U 'h.6' 
(b) Improved type 277 .6 9-5 

7« Farm housas> grain golas and cattle sheds 
(a) Major alterations 3 2 . 3 1.1 

11U.0 3 . 9 
(c ) Addttioua to jsiisting m^jstruc^-ions 6.6 0 . 3 

8, other items of fixed capital formation - 8.6 0 . 3 
9 . Sub-total of i t ^ E n) to (S') 2 1 5 1 . 7 73 .8 

10» Increment in rural livestodc •762,8: 56.2 
n . Total of (9) & (10) . 29-iU.5 • 100.6 

2.5 In the m r a l household sactcr, i rr igation works 'claimed the 
highest .share (more than on'̂  t.iird) in the capital forniation in agri^ 
culture in'the State.* This phenomenon i s quite encouraging since 
MahaTaslitra with ' its 6i2 per cerA'of'nBt sowi ares i rr igated rarics 
almost the ' last among tha States, in irr igat ion f ac i l i t i e s , The 
average capital formation, by, way b f irrigation 'Works was Hs. 1U per 
household :̂ n Maharashtra next only to Mysore and which-ie'-more than 
twiee the average for India as a whol'ro Being a hous^old sector^ the 
bulk of thk expenditure or i rr igat ion w^rks is;on construction of wells. 

* Bxcluding incranent in livestock. 
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Table-JK), 5 

Capital fonnation by way of irr igation wortca per household 
(iturax nousetioJia secr^r) 

State 

Average par tiousetioxa {xn K S « ^ Percentage o l ool , ( « ) 
to the total fixed 
capital formation in 
farm business 

State 
Wells Other irr igation resources JTotal 

Percentage o l ool , ( « ) 
to the total fixed 
capital formation in 
farm business 

State liajor a l - [Gonstruo- {Total t 
teratlons [tion I ( 2 ) f ( 3 ) 

Major aJU- IConstruo-
terations Jtion 

Total : \{k) + (7) 
(5)^(6) 

Percentage o l ool , ( « ) 
to the total fixed 
capital formation in 
farm business 

(1 ) (2) i (3) \ (U) < (6) (7) J (6) ^9), 

Mysore 2 ,3 
2- Maharashtra 1 .3 
3 . Madras FTS 
U. Rajasthan 2 .3 

Gujarat U.U 
. 6 * Andhra Pradesh 1.0 
'7^ Punjab 0 .7 
ei Madhya Pradesh 0 . 1 
94 Jammu & Ka^irair 0 , 1 

10. Bihar -
Ili Kerala 0 , 3 
1 2 ; Assan "0,1 
13* Uttar Pradesh 0 , 2 
1U, Orrisa 
15, West Bengal 

U.0 
1.1; 
rCT 
7.U 
k,8 
6,h 
3.U 
i;.7 
2.1; 
\.6 
0.2 
0.2 
1.1 
0.5 
0.1 

16 .3 
12.7 1772 
9.7 
9.2 
7.1; 
U.l 
U.8 
2.5 
1 .6 
0 .5 
0.3 
1 . 3 
0.5 
0 . 1 

0.1 
0.7 

0 . 2 
0 . 8 
0 . 7 

0 . 1 
O.U 

1 . 2 

0.2 
0.2 

1.6 
1.0 

0 .8 

0^2 
0.3 
0.1 
o . r 

0 . 3 

1.0 
1.'2 
0 .6 
1.5 

0T1 
0.7 
1.U 
1.U 
0.3 
0.1 
0.1 

16,6 
13.6 
TOT 
10.7 
10,U 
8,2 
5.6 
U.S 
2.6 
2.3 
1.9 
1.7 
1.6 
0.6 
0.2 

A U m a i a U.U 5.8 0 . 3 0.7 6.5 2 6 . ^ 

Ii>tei*- Vhlle tsklz^ porcenbagea^ Inoranent in livestock i s not included in the total capital formation 
in agriculture 
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2»6 Purchase of new additional equipment was another significant 
fioMtituent accounting for a Utt le less than. I^^th of the capital formation 
In agricuitur,«^^ in rural household seQftor. The-'state 'ranked seventh >Aien 
measured by the average capital fcfrm^tion by way of purchase of new addi-. 
tlonal e(|uipment per household ;^lch was Rs«7 and which : «Kc^^ the national 
avara^e of a l i tt le less than Rs»7. 1̂  Is interesting to note that in ' 
Uahara^tra, the escpenditure on the purchase of imp]?p>red type of additions-
equĵ sient was nearly twice the €oq)enditure on the 1«riit^tional type of 
ftquipaent. In most of the States in India> the ru:^l-:ho\*s«l*oldfl havd 

^Mpm% more on traditional type of implements than on ih'e- in^^ved typet 
Jn Vest Bengal/ for instance, the rural households have spent on tiraditioHal 
•qMlpmont nearly four times their expenses on Improved type* Sluiilily in 
Kff «nd Bihar the expenditure on traditional equipnent waa about three 
tlAM v^Lle in Hysore, Rajasthan and U.P it was naarly tuloa the 
ttpfodtttire on improved type of equipment* 

Table lfo.6 

C a ^ t a l fomation by way of purchase o-f nq'y a d d i t i o n a l 
aquipient per houaehpld (RJoral houaehold sector)^ 

ttate 

Average per rural household" 
(In Ra,) 

Traditional 1 Improved 
type of Jtypo oX 
equipnent j equlpn^nb 

TroTal 
(2) 

IPercent^gu of 
J 0 0 I . U to the 
jtotal fixed 

}capital f o m ^ 
mat ion in 

i.famt business 
' ( 5 ) ' 

% Q u j a r o t 
2« KadraB 
3*' P u n j a b 
k» K y a o r a 
S* Andhra Pradabti 
6. Rajasthan , 
?• Maharaahtra 
8« H a d h y s Pradesh 
9. Kerala 

10* B i h a r 
1 1 . Orisse 
12..Uttar Pradesh 
13. West Bengal 
1U. Assm 
1S. Jama it Kashmir 

1 1 .3 

6.S 
8.8 
3 . 5 
5.6 

i:e 
1..7 
X.k 
1.6 
1 . 1 
0.9 
0.U 
0 . 3 

13.2 

7.3 

6 . 1 
2.7 

2 9 . 5 

13.U 

3.3 
.Ji 

1.2 

0 . 5 
0 , 2 
0 . 1 
0 , 1 

2.9 
1 .8 

1.1 • 
0 . 5 

.36.9 

32^2 
3 5 . 1 

16.2 
26.8 

2.1i 
1.3 

All India 3.U 3 . 5 ' "6.9 28,1; 

2«.7 The rural households spent Ha.Wi'per household in the State 
'as compared to Rs* U.I in India., But the reidlaaation accounted for . 
11 per cent of oapital formation in agriculture in Haharatftitra as against 
17 per cent In India, 
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Table Nb.7 

Capital Fomatloji by'vay of roclanation per hp\»3te^lA 
' ' [i^ural housianolĵ  sector} 

St8t«'} 
' 1 Average ,. ,. 

jniral hou§i#ioid-̂  
j(iii'-Rs.y"' • 

I Par age torHhe-. 
j|totaX'";'capita:li .foru' 
{matiqii in ••'fam • -
busin'ess*/: rV 

" M l ) • 

1«.Hyso70 1257 e- 20.3 , 

2* Aascn 

3« Or lMa 10«1 56.5 

U« Madras 6.3 ..16.2 

5 . H«har«^t|pa ii,3- l i . i 

7. Kerala 22.3 

'8i Aittft^a :fy«desii 1?.7 

JaanuJd Kal^iniir '=3.5' 

10m Uttar l^adesh ' 1.3 23 .5 ' 

11, aajastH^n 1.0 

12;, .QujaraC t 0.9 

Ijf. iiadhya P T a d ^ . 0,8 

1U« West Bengal 0.7/ 

If. Bihar 0*;6 '.•>;|. 

',AU India ' U.1 

2.& Nearly on&«foux^h %t the capital formailon in agriculture in 
MahaJrashtra was by way of buhcy.rig' and other land î JM̂ ovemenfc and the 
Stat^ topped the list .Jnong other ^^ates accdrdlng :t6 the Javerage 
expencblturo par househo'ld. In fact, the^average household in the 
State was more than twice the average obtained in the ooui;ftry^ It will, 
thu5,be evident that oonsiderable attention is V^n^'pald to soil -
oonservatidn and other land Improvanent activli^l^i la the rural household 
sector mainly because of financing of such iff̂ grsmnies by Qoyemmenb* 
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Table K 0 . - 8 

Capital fomatxon b/ T̂ ay of bmding and other land 
-impr-.verr.e :t p e r household 
(HuTal household sector) 

Statr 

{Average per jPeicentage to the 
{ rura l household J total fixed capital 
{ ( i n Rs,) {formation in farm 
{ {business 

(1 ) 

1. Maharashtra 9.8 2 5 . 5 

2. Mysore 9.U 15.0 

3 . Gujctrat 7.9 1U.6 

U. Andhra Pradesh 6 . 3 20.9 

5 . Madhya Pradesh 5.0 3i i .5 

6. Orissa U.8 26.9 

7. Kerala 2.9 1 6 . 2 

6. Madras 2.1 5 . 5 

9. Jairvriu & Kashmir 1 .6 6 , 5 

10. Rajasthan 6.8 

1 1 . Assan 6.9 

1 2 . Bihar • 1 .1 16.3 

13. Punjab 1.0 3 . 5 

1U. West Bengal 0.8 12.6 

1 5 . UttdT Pradqsh 0 . 6 9 . 6 

. A13. India 3 . 8 1 5 . 5 

2,9 The capital i'o^^^ation^griculture by government and local bodies 
Was of the order of i - s . l 5 crcr-es, most of which was under i rr igat ion. 
The major and mediuri irrngaticn schemes undertaken by the Goverment was 
the major item of capital formation by the Governnent. Next In importance 
Was the miner irrigation by &)vernnent. Besides the direct expenditure 
of Rs. l 5 crores incurrer' by the Governnenb and local bodies for capital 
formation in a:;riculture, govjrmenfc advanced Rs. 2 crores to the 
oiltivators for finandn'g cap: t a l formation in the hous^old sector. The 
follow:Lng trble show:: the direct capital formation in agriculture in 
Governrient and i n l^-cal bodies sector. 
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Table No. 9 

Capital formation in agrlcfalture in Govearnnen.t and 
in local bodies sector 

i ' ' I Percentage to 
Item IRs. in lakhs {the tota l 

1 - r r i g a t i o n 
(a; K-ijcr & medium 10,96 7 3 . 9 
' b'' Miix^r 2,U6 16,5 

m:Us 13 0 .9 
•:dj bVt). total 13.55 91*3 

. ^'ioxj ii.I'lcervaticn and other land 
. mprxjviirqit 31 2,1 

Othi=a' ugricultural proper 36 2,U 

i";., .Uî iiu :̂. husbandry 62 U.2 

v.. -/.u Tota l 1U.8U 100.0 

r.btyi- Sxcludes goverment expenditure by way of 
loans for financing capital formation. 

in 
CTI' glnandng of'.capital formatiorVagriculture i n Maharashtra 

?. ".. g'-oss fixed capital formation in agriculture in Maharashtra 
.V'..^ . rder of Rs.U5 crores. The Goverment and local bodies' 

in-:j:i e.i .expenditure of Rs. 15 crores for thedr participation in 
o c - • -, t ivtties laadir^ to capital formation. In addition^ goverrv* 
M.r.i. o! "Tr.-ed loans to th5 tune of Rs, 2 crores. In the credit programme, 
t . pj .-.t^ve sodetios played a significant role and advanced loans 
V - tunu o f Rs, U'crores for finandng capital formation in agriculture* 

• h.j_fioho^.'s, however, continued to borrow from other agencies" to a 
UTu I I -x^.rnt and the borrowings from other agendes by the household 
£,0 ' ^ -v . " f o r .iinandng capital formation anounted to Rs. 70 lakhs/ In 

^ t̂• ,,-ordi;. of the total capital formation in agriculture of Rs. U5 
- ^ e s , c:tp::,I al formatiori to the extent of Rs. 7 crores or 16 per cent, 

V ij.I:ano-;^d from borrowings by the household sector and the households 
: . u i r ' t ^ d I ^ixrpenditure of Rs. 23 crores or 52 per cant of the capital 
I c . . i a ' Oon (mclasive of incranent in livestock) was raised from thedr 
. v n , r ^ i i o ^ r So far as household sector alone i s concerned, the total 
G o i - s t . v - l o v T i d b i o n was of the order of Rs, 30.U crores out of whi'di Rs, 7 
. r . . - : ? or '/J per cent was financed from borrowings. Tabl4 Ko. 10 

- V - .1 3 -•.ro. 'R. e y ^ e w of the finandng of capital formation in 
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Table -iO 

Financing of capital fomntion in agriculture in 
Maharashtra by various ggendea 

Source 
J ATtount 
I (Rsc in 
\ lakh5> 

JPai'cenb ago 
{to the total 

I (3) t (2) 

1« Loans by co-operat.ive s-Dtdoties 10 9.06 

2, Loans by goverment 2^21 U.e9 

3» Loans by other agencies 70 

Total loans for financj,ng -apital 
formation 7,01 

U. Expenditure by goverment and local 
bodies (eKcluding loans) 32,60 

Bcpenditure by household secjtor from 
i t s own reso\irces 23,39 51.70 

Ci-and Total - - 100«00 

3.2 Go-operative society i s the leading credit; agency in the rural 
Etreas, The total loans -.ssufed by t.^e agrii-jultioral credit sodet ias and 
land mortgage banks in Maharp.ohtrfl amoun'ted to H3,l;5 croi-es„ Out of these, 
nearly Rs, 39 crores wa^ for meex-J-n- cun^ant expenst̂ o on seasonal agricul" 
tural operationc. loans tc tho oxtjnt of Rs« U crores ware issued by the 
co-operative socioties for fin^ncJrxj cnpital formation jn agriculture. 
Out of these nearly Ra, one cr.>i'© was ad\anced by agi ' iailtural socioties 
as medium twrm lo:-n and Lhe la;"! mcrt.^age barks issuc-d loariS to the tune 
of Rs. three crorea for firuincin^^ cap't^'i formation^ Nearly half of the 
credit advanced by tne o-opei'stive socxo'.ies for financing capital 
formation was for land -Lj.iprcvenvnts vi'O. be seen from th«j following 
table. 

Table Ifc. i l 

Loans issued b̂ '- ohe operative souietios for financing 
capital formation; in apiculture in hjEarashtra 

Amount (RsolPer centage 
Purpose Jir lakhs) |to the tota l 

( i ; (3) 

1. Land improvement 2,01 ii9*0 
2, Purchase of pumps for irrigation purix^aes 6U 15.6 
3 . Purchase of other .agricultural iDiplarti^nbs 

and machinery '.̂ 08 26.3 

km Sinking of and repair:-- of wells 33 8 . 1 
5 . Others 1.0 

Total 100-0 
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3,3 During t h e year I96I-62, t h e major loans advanced by th e ^ov^'am--' 
ment f o r . f inanc ing c a p i t a l formation i n a g r i c u l t u r e , were through ccmmunity 
deve lopmait programme. The govemmai t advanced losf is t o t h e tune o f 
Rs,1,34 lakhs main ly f o r construct ion o f i r r i g a t i o n w e l l s , through t h e i r 
b l odc agency. In a d d i t i o n , an expenditure o f Hs,5 lakhs was i n c u r r e d by 
th e govemmai t f o r advancing loans f o r improvemait o f w e l l s and indtal^-
l a t i o n s o f a i g i n e s and pumpting s e t s . In o ther words, t h e government 
spo i t Rs , 1,39 l akhs , by way o f loans f o r f inanc ing c a p i t a l worka connec
t e d wi ta i r r i g a t i o n . Bes ides , t h e govomment advanced l oans t o t h e tuns 
o f Rs,82 lakhs f o r s o i l conservat ion a id land improvemait purposes , 

3,U Agencies o the r than govemmai t and co - ope ra t i v e s o c i e t i e s p l ayed 
a very minor par t i n advaicing^ loans f o r f inanc ing t h e c a p i t a l format ion 
in a g r i c u l t i i r e . The loans advanced by o ther a g a i d e s such as conme:*'clal 
banks, money l a i d e r s , r e l a t i v e s e t c , , amounted to Rs.70 lakhs on ly oi-
ha rd l y 10 per cant o f t h e t o t a l l o a i s . The l o a i s from o t^e^ agenc ies 
f inanced the c a p i t a l formation t o t h e e x t a i t o f 1.5 per con"'.̂  o n l y . I t i s 
i n t e r e s t i n g t o n o t e tha t though t^he l o a i s ' a d v a i c e d by ^o-her a g a i c i e s were 
q u i t e I n s i a i l f i G a i t f o r f inanc ing th e c a p i t a l formation i n a g r i c u l t u r e , 
these agenc ies cont inue t o have a major share i n t h e cash loans borrc^^d 
by c u l t i v a t o r s f o r va r i ous purposes . 

Tab l e No , 12 

Pe r ca i t a g e d i s t r i b u t i o n o f cash loans borrowed f o r a l l 
purposes by c u l t i v a t o r households according t o c r e d i t agency 

(Ru ra l household s e c t o r ) ^ 

' I P e r c a i t a g e T*~ 
Agency t o t h e t o t a l 

(1 ) _ _ . . ( 2 ) 

1. Govemmait 8,U6 
2, Co-opera t i ve s o c i e t i e s 38.16 
3. A g r i c u l t u r a l noney l a i d e r s 16.12 
l i . P r o f e s s i o n a l money l a i d e r s 8.UU 
5. Trades Sc commission agents 3.58 
6, Commercial b a i k s 0,12 
7. La id l o r d s 0,26 
8. R e l a t i v e s 15.U6 
9. Others 9.I4O 

T o t a l 100,00 

I t i c . l l thus be e v i d a i t tha t t h e cash loans advanced by th e a g a i c l o s 
o ther than government a i d c o o p e r a t i v e s o c i e t i e s formed mora t h a i h a l f o f 
t h e loans t aka i by th e c u l t i v a t o r households f o r a l l th^. puiTJOScs, t h o 
loans advanced by o ther agencies were on l y 10 per cent» o f t h e l o a i s 
advsTiced by a l l a g a i g i e s f o r f inanc ing c a p i t a l format ion i n agr icrul ture 
by the household s a r t o r , 

3 ,5 The c a p i t a l format ion in a g r i c u l t u r e by t h e household s e c t o r 
which was f inanced from i t s owi r e sources anounted t o Rs ,23 c ro res which 
was 52 per cent o f the* c a p i t a l format ion i n a g r i c u l t u r e . The c a p i t a l 
format ion i n a g r i c u l t u r e i n t h e household s ec to r was o f t h e o rde r o f 
Rs , 30 c ro res out o f >hich c a p i t a l works t o t h e ex tent o f Rs.7 c rores o r 
23 per c a i t was f i n a i c e d from borrowings and the rana in ing 77 pe r c a i t 

* Hereafter galled othetr agaicies 

http://ic.ll
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was financed from i t s own resoiirces. I t may,, however, be mentioned here 
that though incranent in livestock i s considered as, a constibuait of 
Capital fomation, loans takai for purdiase of livestock are not included 
in the estimates of borrowJ.ngs for financing capital formation presented 
above,. 

IV. Methods of Estimation 

U.I As stated in Section I , the capltal^ormation measures the 
additions to the stock of capital goods. The estimation i s confined to 
the agriculture sector but agriculture i s considered in a wider stnse to 
include animal - husbandry and ejioillary activities, The estimates 
pertain to the fixed capital formation excluding thereby additions to 
working capital and no allowance i s made for icpiedation, obsolescence 
or accidental damage to fixed cepj,tal. The estimates of capital 
formation presented in ohis pffp^ art,^ therefore, of gross fixed capital 
formation, 

U.2-. Capital formation can be measured at three different stages in 
the process viz. expenditure of funds, acouniul^tion of funds or the 
production of capital goods. A l l the three approadies w i l l lead to the 
same estimate of capital foimation i f the economy i s closed or i f the 
suitable adjustments are made for excess of exports over imports of 
capital goods, "While preparing the estimates of capital forniation for 
Maharashtra State, 'expenditure of funds' approach i s adopted. Thus 
attanpt i s made to measure expenditure on various oonstituents of capital 
formation viz. machinery^ tools and equipment, incranent in livestock and 
construction. Construction includes improvanent of land also. Reclamation, 
contour bunding, terracing, construction of new wells, i r r igat ion works 
and their improvanent, construction and major alterations of farm houses, 
grain golas and cattle sheds, dairies, additions to livestoci^ new 
orchai'ds and plantations and additions and pijrdiase of new implements 
including transport equipment used for anJjnal husbandry and agricultural 
porposes are a l l covered under capital formation. The term expenditure 
i s used in a wider sense to include payments made.to'others whether in 
Cash or in kind, value of owned assets and materials ^sed and value of 
fanily labour, Thou^ land i s regarded as a capital asset, purchase of 
land i s ignored in our estimates since for the community or the State as 
a whole, such purchases result orJ-y in tr£;nsfers„ Similarly, purdiase of 
used assets resulting in t r a n s i t s ^ d not additions for the community 
are ignored. The transfers between enterprises or individuals of used 
assets do not add to the domestic capital iomation. However, transfer 
costs incurred for transport or installation, constitute part of new 
Capital formation. These transfer costs are rx't covered in the estimates 
presoited here, 

U,3 The estimates of capital formation are prepared separately for 
rural housdiold sector, urbsn household sector and government aid local 
bodies sector to suit avai labi l ity of stat ist ical data. For/household /irural 
sector, the results of the Al l India Rural Debt and investment Survey 
I96I-62 conducted by the Reserve Bark of India cCre extensively used. 
The Reserve Bank of India published, inter a l ia , the estimates of fixed 
Capital formation in farm business in rura l household sector as 
revealed by the Survey, in JUne 1965 Bulletin (R.B. I , Bul let in ) . The 
estimates are available statewise. The estimate of capital formation per 
rural household i s multiplied by the rmber of m r a l households 
ascertained from the I96I census. Estimates pertaining to Maharashtra 
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are based on a sanple of lilU villagesc In eacii jjelectvd vllla^je, a sanple 
of Uo households was selected. For urban hou5d;'ol.l>:eirr.or. rs^ults of the 
National Sanple Survey are used. During the severfceenth rc of the 
N,S.S./a schedule designed to collect information on capital formation by 
household sector was canvassed. The information was r*ojlected from 32ii 
urban blocks in the State Sanple. In each selected urban ri^cck; 6 house-i 
holds were selected for the enquiry. Only state sar^ple L^i-uha^as are 
available and these are used here. The estimates of capital formation^ 
are available according to different constitutents and c"ily those pertain
ing to agriculture sector, are considered., Th 'per household^ estimates-
are blown up for the state by multiplyiiig the same by the total number of 
urban households i n the state as determined from the 1961 Census data, 
purchase of livestock i s not considered as capital formati.or^ and hence 
ignored. However, in the economy, there i s annuel growtn of livestock. 
By interpolating the 1956 and 196I livestock census ncpulatiou fi^uresj, 
incremenb in livestock i s estimated for the yyar 196l--62^ These are then 
evaluated at wholesale prices. The value of increment in livestock so 

• obtained i s included in the estimates of capital fomation, _ 

U,U Fbr Goverrment sector^ accounts of the State QovHrnmerA are 
analysed and expenditure incurred by the Government on different ccnsti-. 
tuents of the capital formation i s determined. The accounts of the 
Government of Maharashtra for the year I96I--62 ai'e -orcc;eiited in the 
'O-vi]. Budget Estimates for the year "1963-6U' (tthittS Book) „ Tha details 
of the expenditure under plan s(iiemes are ayai~^-able 5,n the 'Detailed 
Sstimates of the Third Five Year Plan Schtme.. fjr v̂ho year 19S3-6U'( Brown 
Book). Vhile estimating capital formation, e>,pendituj o cf administrative 
activities i s ignored even i f i t i s shown undei- oapit?! tuijet head. 
Thus, tha establishment expenditure ^own undai- the budg'ji , aead MOO 
capital outlay on irrigation, navigation, ombarioncn". and (li .^inaga works* 
on major and medium irrigation schanes i s ixit consid^rwd. (Certain 
details of the Government accounts are not available the budget 
publications dted above. Attempt was made tc obtair the .nissing'detall-
from the Departments concerned and the Offir.e of the A'Cv-^untant General, 
Bombay. In curtain cases, the details weie net evailali-e readily even 
with these sources. In most of these cases, however, t't.- criget or the . 
revised estimates are available in considerable details but acccunts 
figures are available only for broad grov.ps» The bwdgsEt, or \h& revised 
estimate tn such cases for a particular iton i r a s sUjusr-oi b y the ratio of 
budget or revised estimates of the corresponding broad, groups to the 
accounts of that group. For certain p^^n schaneS; the break up of the • 
expenditure into exj:|en*itture on staff, equipment/subsidy etc, is not 
available. The total expenditure i s distributed over various components 

/ i n the 'Schanes in the Third Five Tear Plan, K-iiiar.^sritrg Stat-a', 

Bicpenditure incurred on loans i s not considered vnder Go^reruneiit capital 
formation but i s shown separately under financiiig .of.ccpital formation. 
For vi l lage panchayats^ their accounts for the year 19S1-6? are receivoi 
in the retiums prescribed tor the Annual Adrainistratioii Report on the 
working of Vil lage Panchayats. From these, the expar.l-iturc incurred I jy 
the v i lUge panchayats on different constituents of the cap.ltal 
formation i s aecertained. 



The sourcesof finance for the capital fomation are determined 
in tha following manner. Reserve Bank of India Bulletin gives the 
Capital expenditure on various itans financed from borrowing. Al l capital 
expenditure does not constitute capital formation nor does the capital 
formation correspond exactly with the capital expenditure. The 
estimates of capital expeniture released by the Reserve Bank of India 
pertain only to cash expesnditurc and I t incudes expenditure on certain 
items like purchase of land or purciiaso of livestodc, repairs aid 
maintenaice whidi are not considered under the capital formation. On 
the other hand, imputed value of capital expenditure in kind, fswily 
labour, value of owned assets aid material used are included in capital 
expenditure. The Reserve Bank of India Bulletin does not give the 
estimates ofi capitaiL formation financed from borrowings, / The anount of 
capital ejq)enditure on capital works which constitute capital formation 
and which i s financed fic^n borrowing is taken as the amount of capital 
formation financed fro;.i borrow5..ig^ "the underlying assumption being that 

s the anount of capital taxpenditui^c vhich i s financed from bon»owings and 
which i s on repairs and maintenance or liiich i s not incurred in cash i s 
negligible. The loans given by thtf Governnenb for axpondLture on 
various constituents of capital formation i s determined by analysing the 
accounts of the State Government. Various loans given by the Government 
are indicated in the budget publications. Certain details of the loais 
are available in the 'Finance Accounts of the Government of Maharashtra 
for the year 196I-62 ' presented by the Comptroller and Auditor General 
of India. Most of the details required for ascertaining the loans 
given by the Government for capital formation in agriculture are available 
in these publications. In the case of tagai advances for ( i ) land, 
improvement of seeds, cattle and ( i i ) ^advances to cultivators - Nagpur 
area', flu-ther details are not available either in the above publications 
or with the Departments concerned. In the former case, i t i s assumed 
tha[t one third of the advances are for laid improvement. As far as 
•advances to cultivators - Nagpur area' are concerned, informaU. 
enqui]?ies revealed that the major portion of these advances are made to 
meet expenses on current agricjul±ural operations, l ike purchase of 
fodder, seed, fe r t i l i sers etc. Hence no part of these advances i s 
considered for financing of capital formation. As regards advantaa given 
by the crecJit societies and land mortgage banks, the purposewise • lassie 
fication of advances was obtained from the Department of Co-operation, 
Maharashtra State. In urban household sector, the capital formation in 
agriculture i s quite small as compared to rura l household sector. 
Estimates of financdjig of capital formation from borrowings are not 
forthcx>ming. Hence,tha same percentage of borrowings to capital formation 
in rura l household sector i s assumed for urban household sector. From 
the total amount of capital formation financed from borrowings, loans by 
Goverment and co-operative societies are deducted to yield the anount 
financed from other agencies. 
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Accord ing to the P lann ing Commission, du r ing the Second F i v e 

year P lan the investment i n agricultur'^^ was Rs. 625 c ro res i n the 

pr ivate s ec to r and Rs. 210 crores in the p u b l i c s e c t o r , making a t o t a l 

of Rs. 835 c rores f o r the economy as a whole (Th i rd F ive Year P l a n , 

p .59 ) , But n e i t h e r in the Third F ive Year Plan no:; i n any o the r pub 

l i shed document has the P lanning Commission r e vea l ed how these f i g u r e s 

•were a r r i v e d a t . On the other hand, i t i s g e n e r a l l y agreed tha t 

dependable es t imates of Investment in a g r i c u l t u r e cannot be b u i l t up 

without e x t e n s i v e , countrywide su rveys . 

As i s We l l known, no countrywide survey o f the s o r t was under 

taken dur ing the Second P l an . The Rura l C r e d i t Fo l l ow Up S u r v e y s , 

vhich were conducted during th i s p e r i o d , were n o t meant to throw up 

such e s t imates . The r e s u l t s of the other s u r v 8 y s rev iewed i n t h i s 

paper became a v a i l a b l e even to the a u t h o r i t i e s only dur ing r ecent 

years. I t i s obv i ous , there!or^ ; , that the P lanning Commission f i g u r e s 

quoted above a re no more than somebody-s i n t e l l i g e n t gue s s e s . The 

naive b e l i e f that we can somehow go ahead w i t h p l ann ing w i thou t 

s t a t i s t i c s should be cons idered as one of the major reasons f o r the 

grave debac l e of the Ind ian plar ja ing. 

Some e f f o r t s have been i n i t i a t e d of l a t e to f i l l up the s t a 

t i s t i c a l gap i n r e s p e c t o f investment i n agr icu3 - ture . In r ecent yea r s 

three a l l - I n d i a surveys have been conducted to c o l l e c t d a t a , on the 

basis o f which est imates fo r inves tmert in a g r i c u l t u r e or i n the 

t-ural areas as a whole have been b u i l t up. The f o l l o w i n g a r e the 

three su rveys : 

2) 
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Conducted by Reference Results 
I year published 

(1) Reserve Bank of India July 1961 to December 1963 
June 1962 

\2} National Council of Applied 
Economic Research 1962 July 1965 

(3; National Sample Survey July 19S9 to February 
June 1960 1966 

In this c r i t i q u e , we have tried to concentrate only on those 

aspects of the above surveys vhich have a bearing on the estimation 

of investment in agr icu l ture (or rural sector; and we have re f ra ined 

from commenting upon other merits or demerits of these surveys. Even 

then, wo had to leave unnoticed many other points in order to con

centrate on some issues which we think are more important from the 

methodological point of view. 

In the fol lowing sections we deal with each of the three 

surveys separately. In the fourth section, some suggestions of ours 

on the problem of estimation of investment in agr icultOre are put 

forward. 

We had to drop our or ig ina l idea of comparing the three sets 

of estimates of capita l formation, because there are l a r ge difference 

in the coverage and concepts; the years of reference are also 

different , Further, as shown in the fol lowing sect ions , in a funda

mental sense, these estimates are so unre l iab le that i t i s no use 

comparing one unre l iab le estimate with another unre l iab le estimate^ 

even i f they were comparable in terms of the years of reference, 

coverage and concepts. When the estimates pe^ se are highly unre l i a 

ble, i t i s no use comparing them inter se . 

I . RESERVE M K ESTIMATIiS 

The f i r s t comprehensive e f fo r t at co l lect ing data on various 

aspects of farm economics in India was the Rural Credit Survey(RCS) 

carried out by a Committee of Direction appointed by the Reserve 

Bank of India. The survey related to the year 1951-52; and massive 

reports on the survey appeared at various in te rva l s between 1954 and 
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1957. But as admitted by Dr . N . S . R . S a s t r y , i n the course o f h i s 

r e j o inder to Dr . Dan ie l Tho rne r ' s c r i t i c i s m , i t would be " i n c o r r e c t 

to assume that the Reserve Bank expects from the Rura l C r e d i t Survey , 

f i r s t l y a l l - I n d i a e s t imate s , and second ly , t h e i r break-down by major 

r e g i o n s . " (The Economic Weekly. September 10 , 1960 j . In o ther words , 

the RCS was not des igned to y i e l d any a l l - I n d i a e s t ima te s , i n t e r a l i a , 

for c a p i t a l f o rmat ion . 

A f t e r the controversy which f o l l owed the p u b l i c a t i o n of the RCS 

r e p o r t s , a new approach was adopted l a t e r , when the Reserve Bank o f 

India decided to have >U.1-India Rura l Debt and Investment Survey r e l a t 

ing to the year 1961-62. "Th i s survey was s t a t i s t i c a l l y des i gned to 

y ie ld es t imates o f d e b t , bo r row ings , c a p i t a l f o rmat i on , e t c . , i n the 

rura l household sec to r f o r a l l - I n d i a and the i n d i v i d u a l S t a t e s . " 

(Reserve Bank of I n d i a B u l l e t i n . December 1963, p . 1 5 1 2 ) . 

A lthough the f i e l d work r e l a t i n g to th i s Survey was conducted 

during 1961 and 1962, the f u l l r epo r t on the Survey has not y e t been 

publ ished. P r o v i s i o n a l summary r e s u l t s , however, have been r e l e a s e d 

in te rmi t tent ly in the a r t i c l e s pub l i shed in the Reserve Bank of I n d i a 

Bu l l e t in (December 1963, June 1966, September 1965 and December 1965) , 

The Survey covered about 82 thousand households from 2,057 

sample v i l l a g e s s e l e c t e d from a l l the S t a t e s and f ou r C e n t r a l l y admi

nistered a r e a s . Dur ing the f i e l d work, in fo rmat ion was c o l l e c t e d 

through four s chedu l e s . The f a c t that these schedu les have not been 

published a long w i th the a r t i c l e s mentioned above s e v e r e l y hand icaps 

any outs ide r who wants e i the r to c r i t i c a l l y e v a l u a t e the r e s u l t s or 

even i n t e r p r e t them. 

The data on c a p i t a l format ion by r u r a l households i s g i v e n in 

Sections I I and I I I and the s t a t i s t i c a l appendix of the June 1965 

a r t i c l e . This a r t i c l e has been d r a f t e d in such a way that one has 

to read i t back and f o r th r epea t ed l y and l i t e r a l l y hunt f o r the 

relevant ma te r i a l r e l a t i n g to c a p i t a l format ion i n obscure c o m e r s 

amidst a mass o f l e s s r e l e v a n t m a t e r i a l . In the p r o c e s s , one has to 

^ 0 quite a few computations of h i s own to get a t the c e n t r a l r e s u l t s 

0 ^ the Survey in so f a r as c a p i t a l formation i s c o n c e m e d . The 
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a r t i c l e opens w i th an i n t r o d u c t i o n f o l l owed by S e c t i o n X " T a n g i b l e 

Wea l th o f Rura l Househo lds . " In Sec t i on I I r e l a t i n g to " C a p i t a l 

£jxpendlture of Rura l Househo ld s " , we a re g iven v a r i o u s data on what 

the Reserve Bank c a l l s " cash expend i tu r e " on c a p i t a l f o rmat i on . We 

a re to ld that " d a t a on c a p i t a l expendi ture c o l l e c t e d by the Survey 

i nc lude payments in cash and k ind , , v a l ue of owned a s s e t s and 

m a t e r i a l used and va lue cf work done by household l a b o u r , " ( p . 8 1 3 ) . 

ye t f o r some i n e x p l i c a b l e r ea son , the Reserve Bank dec ided to 

p resent i n Sec t i on I I only a p o r t i o n of these d a t a , p e r t a i n i n g 

"on ly to the cash components of e x p e n d i t u r e . " Break -ups of v a r i o u s 

so r t s a r e p re sen ted . The data r e l e v a n t to our d i s c u s s i o n a r e p r e 

sented i n Tab le 1 be low: 

Tab le 1. C a p i t a l Expenditure on I n d i v i d u a l Items of Farm 

Bus iness — A l l - I n d i a 

(Cash expend i ture by a l l househo lds ) 

Item 
Agg rega te 
expenditure 
( R s . c r o r e s ) 

1. Purchase of l a n d 

2. Purchase o f l and r i g h t s 

3. Reclamation o f l a n d 

4. Bunding and other l a n d 
improvements 

5. Orchards and p l a n t a t i o n s 

6. W e l l s . . . 

7. Other i r r i g a t i o n r e sources 

8, A g r i c u l t u r a l implements, machi
ne ry , t r anspor t equ ipment ,e tc , 

9, Farm houses , g r a i n go las and 
c a t t l e sheds 

10. Purchase o f l i v e s t o c k . . . 

11. Other c a p i t a l expendi ture 
i n farm bus ine s s . . . 

Share i n 
t o t a l 
e xpend i tu r e 
( pe r c e n t , ) 

124.5 

6.0 

18.5 

56,4 

6,9 

45,1 

6.0 

71.8 

18.7 

295.7 

3 .8 

Tota l c a p i t a l expend i ture 
in farm bus ines s 653.5 

19 .1 

0 .9 

2 . 8 

8 .6 

1.1 

6 .9 

0 .9 

11 ,0 

2 .9 

45 .2 

0 ,6 

100,0 

Source! R . B . I . B u l l e t i n . June 1965, p .816. 
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Here we might no te , i n p a s s i n g , that w h i l e purchases a r e 

shown in r e spec t of item 1, 2 and 10 , s a l e s i n r e s p e c t of these 

items have no t been shown. But i t i s obvious that i t i s wrong to 

take the purchase f i g u r e s w i thou t a d j u s t i n g them fo r s a l e s . The 

magnitude of the e r r o r can be judged from the f a c t that these th ree 

items accoun^t f o r 65.2 per cen t , of the t o t a l cash expend i tu re shown 

i n T a b l e 1. 

E x p l a i n i n g the type of est imates ( o f f i x e d c a p i t a l fo rmat ion ) 

presented i n S e c t i o n I I I , the opening paragraph o f t h i s s e c t i o n says'. 

"Whi le the e s t imates of c a p i t a l expendi ture p resented i n the p r e c e d 

ing s ec t i on r e l a t e only to expendi ture in qash, the es t imates preseni 

ed in th i s s ec t i on inc lude expend i ture in k ind , v a l u e of ovned 

asse ts and m a t e r i a l s used and va lue of work done ^y members o f the 

household and permanent s e r v a n t s , a l l items having been s u i t a b l y 

eva luated i n t o monetary u n i t s . " ( p . 8 2 7 j . But as we read on through 

Sect ion I I I , we do not f ind anywhere the b a s i c data on the compo

nents o f f i x ed c a p i t a l formation s i m i l a r to those g iven in Tab l e 1 

above. 

Strange as i t may seem, the most important t a b l e (on compo

nents of f i x e d c a p i t a l format ion ; i s thus mi s s ing from the June 1965 

a r t i c l e . A l l that we can surmise from Tab l e XX g iven i n the a r t i c l e 

i s tha t , f i xed c a p i t a l formation on farm bus ines s i n 1961-62 was 

Rs.164.7 crores by c u l t i v a t o r s and R s . 2 . 1 c r o r e s by n o n - c u l t i v a t o r s , 

t o t a l l i n g up to Hs .166 ,8 c ro r e s by a l l r u r a l househo lds . 

Going through the 21 s t a t i s t i c a l statements which f o l l o w the 

June 1965 a r t i c l e , we come ac ross Statement 19 , which g i v e s S t a t e w i s e 

data on the percentage share i n agg rega te f i x e d c a p i t a l fo rmat ion 

of v a r i ous canponents, i n r e s p e c t o f which a l l - I n d i a a b s o l u t e f i g u r e s 

are nowhere g i v en . Tugged away in the l i n e f o r a l l - I n d i a t o t a l s i n 

this Statement 19 , we f i nd the percentage shareis of each component, 

corresponding to the a l l - I n d i a es t imates f o r f i x e d c a p i t a l fo rmat ion 

in farm bus iness which, as mentioned above , has been put a t Rs .166 .8 

crores. Using these percentage shares a long w i t h the t o t a l f i g u r e 

(Rs,166,8 c r o r e s ; we worked back to d e r i v e the a b s o l u t e v a l ue o f 
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Item 
Amount 

(Rs ,crores ) 
( 1 ) 

Per cent. 

( 2 ) 

1, Reclamation of land . . . 27.9 

2. Bunding and other land improvements 

(a; Ma;ior a l t e ra t ions , additions 
and other land improvements 10.3 

<b> Construction of new bunds and 
other land Improvements . . . 15.5 

3. New plantations and additions to 
ex ist ing orchards and plantations 4.5 

4, Wells 

(a; Major a l te ra t ions . . . 9.8 

(b; Construction . . . 30.0 

5. Other i r r i g a t i o n resources 

(a; Major a l te ra t ions . . . 1.8 

(b; Construction . . . 2,5 

6 , Purchase of new addit ional 
equipment of 

(a) Tradit ional type . . . 23.0 

(b; Improved type . . . 24.4 

7, Farm houses, grain golas and' 
catt le sheds. 

(a; Major a l te ra t ions . . . 2.0 

(b ; Additions to exist ing 

structures . . . 1.5 

(c; New Construction . . . 11.8 

8. Other items of f ixed capita l 
forma tion .•• 1*5 

16,7 

6.2 

9 { 3 

2.7 

5.9 

18-0 

1.1 

1.5 

13.8 

14,6 

1.2 

0.9 

7.1 

0,9 

Aggregate f ixed capita l 
formation in agr iculture 166.8 i g o . o 

each component of fixed capita l formation. The data thus worked 

out by us are presented in Table 2 below: 

Table 2. Individual Items of Fixed Capita l Formation 

In Farm Business 1961-62 

(Combined estimates for cu l t ivat ing and non-cult ivat ing Households) 
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And now we come to the c r u c i a l q u e s t i o n : how r e l i a b l e a r e 

these es t imates of f i x e d c a p i t a l formation? The Reserve Bank has 

w i thhe ld from us a l l the r e l e v a n t m a t e r i a l , bu t a l l a v a i l a b l e 

i n d i r e c t ev idencesd i scussed below s t r o n g l y p o i n t to a conc lu s i on 

that these e s t imates a re not r e l i a b l e . 

In Table 3 be low , we juxtapose two s e t s o f d a t a . Column 

(1) o f the t a b l e g i ve s the i temwise data on f i x e d c a p i t a l f o rmat ion 

as de r i v ed by us i n Tab le 2 above . Column ( 2 ; g i ve s the c o r r e s 

ponding data on the cash expend i tu re on the same items as g i ven 

e x p l i c i t l y by the Reserve Bank i n the June 1965 a r t i c l e . N o r m a l l y , 

one would expect that f o r each i t em, the f i g u r e i n column (1 ) 

would be g e n e r a l l y h igher than the f i g u r e in column (2) , because 

column (1> f i g u r e s i n c l u d e , a p a r t from cash e x p e n d i t u r e , a l s o the 

l abour of f ami ly members and permanent se rvants and the use of 

s e l f - p roduced m a t e r i a l . Even in the extreme case where any such 

non-cash inputs were not i n v o l v e d , the f i g u r e s i n column (1 ) 

should be a t l e a s t equa l to the f i g u r e s in column ( 2 ) . But a c t u a l l y 

we f ind that b a r r i n g the f i r s t item ( r e c l amat i on of l a n d ; i n 

respect of a l l o ther i t ems , column ( i ; f i g u r e s a r e l o w e r than 

column (2 ; f i g u r e s . 

VJhy t h i s apparent paradox? I t i s the re because f o r some 

reason, the Reserve Bank expe r t s have sh i rked p l a c i n g b e f o r e the 

publ ic the key e s t ima te s shown by us i n column iX) o f Tab le 3. 

To do s o , they would have had to e x p l a i n how these were d e r i v e d . 

This the Reserve Bank p robab ly d id no t want t o do , f o r , any e x p l a 

nation o f the d e r i v a t i o n of these f i g u r e s would have r e v e a l e d a 

number o f dub ious a spec t s of the d e r i v a t i o n of t h i s key e s t i m a t e . 

A t th i s s t a g e , we may quote i n f u l l a sma l l pa rag raph from 

the June 1965 a r t i c l e which g i v e s us a c lue t o the e r r o r of the 

Reserve Bank e x p e r t s i n t h e i r at tempt to work out a l l - I n d i a e s t i 

mates fo r f i x e d c a p i t a l fo rmat ion i n a g r i c u l t u r e : " I n r e s p e c t of 

each of the i tems o f c a p i t a l expend i ture i n farm b u s i n e s s , b a r r i n g 

purchase o f l a n d , l a n d r i g h t s , l i v e s t o c k and farm houses , c a t t l e 

sheds, e t c . , a c l a s s i f i c a t i o n o f the t o t a l expend i tu re i n t o 
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Item 
A l l 
Expendi 
ture 

Cash 
Expendi 
ture 

(1) minus 
(2 ) 

. . , . ) 

(1> (2) (3 ) 

1. Reclamation o f l and . . . 27.9 18 .5 9 , 4 

2. Bunding and other 
improvements 25.8 56 .4 - 30.6 

3. Orchards and p l a n t a t i o n s . . . 4 .5 6 .9 - 2 . 4 

4. W e l l s . . . . . . 39.8 45.1 - 5 .3 

5. Other i r r i g a t i o n r e sources 4,3 6 .0 - 1,7 

6. A g r i c u l t u r a l implements, 
machinery, t r an spo r t 
equipment, e tc , . . . 47.4 71 .8 - 24 .4 

7, Farm houses , s r a i n K o l a s 
and c a t t l e sheds . . . 15 .3 18 .7 - 3 ,4 

8. Other c a p i t a l expendi ture 
i n farm bus ines s . . . 1.5 3 .8 " - 2 .3 

Tota l c a p i t a l expenditure 
i n farm bus iness . . . 166.8 227.2 - 60.7 

Source; Co l , (1 ) Reserve Bank of I nd i a B u l l e t i n . June 1965, 
- Statement 19 f o r t o t a l . I n d i v i d u a l items were 

de r i v ed by u s . 

C o l , ( 2 ; i b i d . , Tab le V I , l a s t column. 

Notes Const i tuent items do not add up to the t o t a l because o f 
rounding. 

the two components,! v i z , maintenance expendi ture and expendi ture 

l ead ing to a s s e t s formation was attempted. The g r o s s expend i tu re 

leading to a s s e t s format ion on a l l i tems together has been p r e s e n t 

ed under the head ' f i x e d c a p i t a l formation in farm bus ine s s ' . " (p .827 

So i t appears that in our Tab le 3, columnC 1/ f i g u r e s a r e 

genera l ly smal le r than co lumn (2 ; f i gu r e s because they appear to have 

been de r i ved from column (2> by the Rese rve Bank through two o p e r a 

tions of c r u c i a l importance which can n o t i o n a l l y be r ep resented 

as under; 

Table 3. I n d i v i d u a l Items of Fixed C a p i t a l Formation i n 

Farm Bus iness ; 1961-62 

(Combined es t imates f o r c u l t i v a t i n g and n o n - c u l t i v a t i n g househo lds ) 
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To Gash Expend i ture 

Add Unpaid l a b o u r and se l f - owned m a t e r i a l 

And deduct A l l owances deemed as maintenance 
expendi ture i n r e s p e c t o f some of 
the enumerated i tems 

To get F ixed c a p i t a l fo rmat ion . 

How e x a c t l y both these or some such o p e r a t i o n s were c a r r i e d 

out has not been mentioned anywhere^ Obv ious l y , a r b i t r a r y Judgment 

£ind ad hoc r a t i o s must have n e c e s s a r i l y loomed too l a r g e i n a l l 

these . Whatever i t may be , the Reserve Bank c e r t a i n l y cannot e x p e c t 

pub l i c to take i t s f i n a l f i g u r e s on f a i t h , un l e s s a l l these b eh ind -

the -door o p e r a t i o n s a r e r e v e a l e d t o the p u b l i c i n a l l t h e i r d e t a i l s . 

The concepts of g r o s s n e s s , c a p i t a l consumption and ne tne s s 

are of the g r e a t e s t importance i n the case of f i x e d c a p i t a l fo rma

t i on : they a re too c r u c i a l t o the r e l i a b i l i t y of f i n a l e s t i m a t e s t o 

be hushed up or evaded i n t h i s manner. This i s g e n e r a l l y t rue o f 

a l l s e c t o r s : but when we come to a g r i c u l t u r e , t h i s con ten t i on 

acqu i res hund red - f o l d f o r ce . • 

I t may be r e c a l l e d tha t when the f i r s t i n s t a lment o f the 

current s e r i e s of p r o v i s i o n a l summary r e p o r t s on AIRDIS was f i r s t 

publ ished i n the Reserve Bank o f I nd i a B u l l e t i n , December 1963, a 

very s i g n i f i c a n t statement was made i n that a r t i c l e , about the e x a c t 

nature o f the e s t imates of f i x e d c a p i t a l f o rmat i on . I t was s t a t e d 

that " the es t imates p resented i n the n o t e , a r r i v e d a t as they ^ r e 

a fter a l l o w i n g f o r maintenance and r e p l a c i n g or c a p i t a l consumption 

expenditure i n the case of most of the i t ems , a r e expected to be 

nearer to net than to g ross c a p i t a l f o r m a t i o n . " Had the r ange 

between ne t and g r o s s f i g u r e s i n t h i s matter been very s m a l l , 

perhaps, i t would not have made much of a d i f f e r e n c e f o r p r a c t i c a l 

purposes. But as i s known, d e p r e c i a t i o n i n a g r i c u l t u r e i s g ene ra l l y 

so l a r g e in r e l a t i o n to the t o t a l f i x e d c a p i t a l f o rmat ion that the 

"difference between net and g ross f i x e d c a p i t a l f o rmat ion i n any yea r 

is bound to be v e ry l a r g e . In v i e w . o f the l a r g e n e s s of t h i s d i f f 

erence, an estiimate which i s " n e a r e r to ne t than to g r o s s ' c a p i t a l 
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format ion" i s as good as u s e l e s s . From the June 1965 a : ; t i c l e j we 

l e a r n that the agg rega te va lue of a s se t s o f c u l t i v a t o r s amounted 

to Rs ,36 j l 56 c r o r e s . Even one per cent , o f t h i s would amount to 

Rs,362 c r o r e s . A g a i n s t t h i s , we may r e c a l l that the " n e a r e r to 

net than to g ross c a p i t a l f o rmat ion" in a g r i c u l t u r e i n 1961-62 as 

est imated by the Reserve Bank amounts to only Rs .166 ,8 c r o r e s . On 

a po in t of i l l u s t r a t i o n , i t may be noted that an unde r - a l l owance 

for d e p r e c i a t i o n of even 0 ,5 per cent , would mean that the a c t u a l 

f i x ed c a p i t a l format ion when ad jus ted for t h i s unde r - a l l owance 

( imp l i ed i n the term "nea re r to ne t than to g r o s s " ; would be n e g a 

t i v e . Obv ious ly , s ince the est imate of Rs .166 .8 c r o r e s conta ins 

some unestimated element of g r o s s n e s s , something l i k e th i s has 

c e r t a i n l y happened. I f so , the t rue f i g u r e of ne t f i x e d c a p i t a l 

formation in a g r i c u l t u r e might even be a s i z a b l e n e g a t i v e f i g u r e 

— a p i c t u r e e n t i r e l y d i f f e r e n t from what Reserve Bank has t r i e d 

to d e p i c t . 

F i n a l l y , we may note one more element of confus ion on the 

c ruc i a l quest ion of the characte r o f these e s t imates of c a p i t a l 

formation. In the f i r s t a r t i c l e on the sub j e c t (December 1963 ) , 

the Reserve Bank dec l a r ed that in a r r i v i n g a t the f i n a l es t imate 

for f i x e d c a p i t a l f o rmat ion , a l l owance had been made fo r "ma in ten 

ance and r e p l a c i n g or c a p i t a l consumption expend i tu re i n the case 

of most of the items " ( p .1517 ; , But i n the course o f a compara

t i v e l y d e t a i l e d p r e s e n t a t i o n o f the r e s u l t s xn the June 1965 

a r t i c l e , we a re to ld qu i te a d i f f e r e n t s t o r y . Here there i s no 

mention of " r e p l a c i n g or c a p i t a l consumption e x p e n d i t u r e . " I t 

merely says t h a t " a c l a s s i f i c a t i o n o f the t o t a l expend i ture i n t o 

two components, v i z . maintenance expendi ture and expend i tu re 

l ead ing to a s s e t s format ion was attempted. The g r o s s expend i tu re 

l ead ing to a s s e t s format ion on a l l items together has been p r e s e n t 

ed under the head ' f i x e d c a p i t a l f o r m a t i o n ' . " ( p . 827 , emphasis 

ou r s ; , Thus the very est imate which was p resented i n December 

1963 as " nea r e r to ne t than^rgross" was l a t e r p re sented as g r o s s " , 

a lthough, f o r the obv ious r e a s o n s , the use o f the term " g r o s s " 
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was s t i l l a vo ided ; i t was vague ly c a l l e d Just * f i x e d c a p i t a l 

fo rmat ion . * 

I I . NATIC^JAL aivMPLE SURVEY ESTIMATES 

Another important es t imate o f c a p i t a l f o rmat ion , no t i n 

a g r i c u l t u r e but in the r u r a l s e c t o r , i s that ob ta ined by the 

N a t i o n a l Sample Survey i n i t s 15th round cove r ing the a g r i c i i t u r a l 

year July 1959-June 1960, The NSS data on r u r a l c a p i t a l fo rmat ion 

were r e c en t l y pub l i shed i n the NSS Report No . 97. This survey 

covered 15,706 sample households s e l e c t e d from 2,604 v i l l a g e s . 

The type o f data c o l l e c t e d and the o v e r a l l method o f e s t i 

mation a re i n d i c a t e d by the f o l l o w i n g t a b l e ; 

Table 4. Per Household Expenditure i n Regard to P u r c h a s e . 

Cons t ruc t i on and Improvement f o r Some Broad 

Items of C a p i t a l Goods 

( I n Rupees) 

Purchase C o n s t r u c t - Improve- T o t a l 
i o n ment 

1. Land and B u i l d i n g 47.41 59.05 13 .73 120.IS 

2. Too l s and Implements . . . 7 .89 3.52 2.37 13.7e 

3, V e h i c l e s . . . . . . 6.27 1.85 1.31 9.4C-

4. Power -d r i ven Equipments 6.81 0 .27 0 .68 7.7€ 

5. Durab le Goods 0.64 0 .39 0.07 I . I C 

6. L i v e s t o c k . . . 85.98 10 .82 0 .50 97.30 

To t a l 155.00 75.90 18 .66 249.56 

Source: N . S . 3 . Report No . 97, p .64 . 

A b a s i c f l aw of the NSS data i s that wh i l e they a t tempt to 

cover a l l the purchases and c o n s t r u c t i o n s , they do not a t a l l cover 

sa les or d i s c a r d i n g of a s s e t s . I t i s obv ious that un less these 

l a t t e r two a r e a l s o taken care o f , the t o t a l s o f items shown i n 

the above t a b l e s would g ive a m i s l e a d i n g p i c t u r e of the magnitude 

of c a p i t a l f o rmat ion . 

More s p e c i f i c a l l y , o f the f i g u r e of Rs . 250 per househo ld , 

more than 85 % i s accounted f o r by the two i tems purchase o f " l a n d 

and b u i l d i n g " and purchase o f " l i v e s t o c k " , each o f which when 
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ad jus ted f o r s a l e s shoiad have been n i l . 

Fu r the r , those who des igned the schedules seem to have 

f a l l e n v i c t im to a genera l tendency to s k i r t around the b a f f l i n g 

problem of c a p i t a l consumption by some ingenous argument. L i ke 

some o t h e r s , the NSS has assumed that minor r e p a i r s and major 

r e p a i r s which may extend the l i f e o f the b u i l d i n g ( a n d presumably 

other f i x ed items a l s o ; by one year or l e s s , cover the c a p i t a l con 

sumption f u l l y and e x a c t l y , so that i f these two items are e x c l u d e d , 

the whole o f the r e s t o f c a p i t a l format ion can be taken to be n e t 

c a p i t a l f o rmat ion . But perhaps the NSS has an uneasy h e a r t on t h i s 

ques t ion ; f o r , qu i t e d i s c r e e t l y , i t has e n t i r e l y avo ided any e x p l i 

c i t mention ( l e t a l one any d i s c u s s i o n ; of the problem of c a p i t a l 

consumption. I n t e r e s t i n g l y , even the terms *not* and ' g r o s s * a r e 

sc rupu lous ly avo ided throughout the r e p o r t . A l l the i n t r o d u c t o r y 

notes and the p r e s e n t a t i o n o f data i n th i s r e p o r t a r e g iven i n terms 

of " c a p i t a l f o rmat i on " w i thout i n d i c a t i n g anywhere e x p l i c i t l y 

whether what i s meant i s net c a p i t a l formation or g ro s s c a p i t a l 

forma t ioh -

In th i s c o n t e x t , we rait^ht quote a s i g n i f i c a n t passage from 

the I n t r oduc t i on to the Repor t : "The es t imates presented^ here form 

a pa r t o f the va lue o f a d d i t i o n to c a p i t a l dur ing the r e f e r e n c e y e a r 

by the household s e c t o r . But these do not exhaust a l l a d d i t i o n s . 

Ne i ther any account has been taken of f a c t o r s that cou ld make these 

estimates ne t of a p p r o p r i a t e deduct ions necessary to a r r i v e a t n e t 

cap i ta l fo rmat ions i n the household s e c t o r " ( p a r a 1 . 1 5 ) , I f t h i s 

i s so , what meaning, a t a l l , can one a t t ach to a l l the data p r e s e n t 

ed in the Repor t . Whatever e l s e they g i v e , they do not g i v e us any 

estimate of " c a p i t a l f o rmat ion " as imp l i ed in the t i t l e o f t he 

Report ( " T a b l e s w i t h Notes on C a p i t a l F o r m a t i o n " ; . 
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One more se t of est imates of c a p i t a l fo rmat ion in r u r a l 

areas (not a g r i c u l t u r e only ; has emanated from the N a t i o n a l Counc i l 

of App l i ed Sconomic Research. The est imate i s one of the end 

products of the N a t i o n a l C o u n c i l ' s A l l Ind ia Rura l ' Ibusehold Sav ing 

Survey (A lRfS; . The N a t i o n a l Counc i l has r e l e a s e d two volumes d e a l 

ing w i th i t s AlR}iBs V o l . I i Methodology and Vo l . Hi S a v i n g , Income 

and Investment. 

One cannot but a p p r e c i a t e the e f f o r t o f the N a t i o n a l Counc i l 

to expose to the p u b l i c view i t s " s t a t i s t i c a l k i t chen " through i t s 

exhaust ive volume on methodology. I t i s a l s o c r e d i t a b l e tha t most 

of the methodo log ica l problems i nvo l ved have been w e l l t a ck l ed by 

the Na t i ona l Counci l^ in d e s i g n i n g the q u e s t i o n a i r e and i n p r o c e s s 

ing the data g r e a t care has been taken to a r r i v e a t e s t imates which 

are conceptua l l y p r e c i s e . In p a r t i c u l a r , the problems of c u r r e n t 

maintenance expendi ture and c a p i t a l consumption expend i tu re have been 

c a r e f u l l y t ack l ed a t the d e s i g n i n g s t a g e . 

The Survey covered 8,655 households s e l e c t e d from 320 p l a c e s 

in r u r a l a reas ( the term ' r u r a l ' having been de f ined i n a s p e c i f i c 

manner, d i f f e r e n t from the Census d e f i n i t i o n ; , drawn, in t u r n , from 

60 d i s t r i c t s . 

The b a s i c concept of c a p i t a l f o rmat i on , as de f ined f o r the 

purpose of th i s Survey, has been exp la ined by the N a t i o n a l Counc i l 

in the f o l l o w i n g manner: 

" I n the p r e s e n t Survey . . . the net a d d i t i o n to the p h y s i c a l 

assets ( c a p i t a l format ion ; i s measured by a s e r i e s of ques t i ons 

pertaining to a c q u i s i t i o n s and l i q u i d a t i o n s a f t e r making the noces sa r ; 

adjustments f o r c a p i t a l t r a n s f e r s r e c e i v e d and bequeathed, . . . T h e 

d i f ference between i n c r e a s e s and decreases a gg r ega ted over a l l 

households p r o v i d e s a measure of the n e t a d d i t i o n s to p h y s i c a l a s s e t s 

or c ap i t a l format ion f o r the e n t i r e r u r a l househo ld s e c t o r " ( V o l , I I , 

p. 56-57;, 

In a r r i v i n g at what the N a t i o n a l Counc i l c a l l s " n e t i n c r e a s e 

of physica l a s s e t s " o f the r u r a l househo lds , th ree items wou ld be 
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r e q u i r e d : 

(a) Increase in physical assets (gross value; 

(b; Decrease in physical assets (gross value) 

(c; Depreciation, 

The National Council has not published tha item-wise magnitudes of 

(aj and (b; in i t s reports? this i s a very serious drawback» The 

data for (c; are given in a separate appendix a t the end of Vo l . 11 . 

The item-wise data given in Volume I I (p.57j re la te only to 

the net capita l formation, i . e . the f ina l resu l t of the coaputation 

(a) - (b ; - ( c> . In other words we are asked to take a l l the f i n a l 

data as processed by the National Council on fa i th* This i s not In 

keeping with the accepted t rad i t ion . 

The basic resu l t s of this Survey, so far as capita l formation 

is concerned, are p rac t i ca l l y given in one sentence and one t ab l e . 

The sentence reads: "The estimates of gross and net capital formation 

in tJie rural household sector during 1962 stand respect ive ly at 

Rs.766 crores and Rs. 514 crores" (p .67 ; . The National Council has 

nowhere given the breakup of the amount of Rs.766 crores which con

stitutes the basic data collected by the Survey in respect of (gross) 

capital formation. 

However, in order to scrut inise the National Council^s e s t i 

mates, we have attempted to reconstruct the estimates of gross 

capital formation. We have done this by adding back the item-wise 

depreciation assumed by the National Council (Vo l .11 , Appendix 3 ) 

to the item-wise data on net increase of physical assets as given 

in the same volume (p .57 ; , The resu l ts alongwith some addit ional 

computations are presented in Table 5 below; 
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Item 
Gross 
I nc r ea se 
CHs. 
c r o r e s ; 

(2 + 3; 

D e p r e c i a t i o n 

( R s . c r o r e s ) 

Ne t I nc r ea se 

(R s . % to 
c r o r e s ; t o t a l 

( 1 ; (2 ) (3) ( 4 ; 

A.. Items assumed to be 
d e p r e c i a b l e 

1. B u i l d i n g s and b u s i 
ness premises 243,20 149.22 93 .98 1 8 . 3 

2. Means o f i r r i g a t i o n 60.80 38.25 22.55 4 .4 

3. Means of t r an spo r t 25.87 13 .85 12 .02 2 .3 

4. Farm t o o l s and equip
ment 56.30 14 .45 40.85 8.0 

5, Separate farm 
s t r u c t u r e s 19.00 10.49 8.51 1.6 

6. Bus iness machinery 
& other a s s e t s 37.52 9 ,82 27.70 5 .4 

Consumer du rab l e s 35.83 15 .83 • 20.00 3.9 

Sub -Tota l (1 to 7} 477.52 251.91 225.61 43 .9 

B, Items assumed to be 
non -deDrec i ab l e 

a. Land Improvement 57.20 n i l 57.20 11 .1 

9. L i v e s t o c k 87.92 n i l 87.92 17 .1 

10. Land 67.77 n i l 67.77 13 .2 

11. Farm inventory 58.52 n i l 58.52 1 1 . 4 

12. Bus iness inventory 16 .73 n i l . 16 .73 3.3 

Sub -To ta l ( 8 to 12} 288.14 n i l 288.14 56.1 

T o t a l 765.66 261.91 513.75 100.0 

Source: C o l . 2 : A l l - I n d i a Rural yjousehold Survey , V o l . 1 1 , p . l 3 9 . 
C o l . 3 : i b i d , p .57 , 

Other columns de r i ved as i n d i c a t e d . 

I t i s t rue that e s t imat ing d e p r e c i a t i o n e s s e n t i a l l y i m p l i e s 

assumptions, but tha t i s a l l the more reason why the assumptions 

should be f u l l y d i s cus sed and . - lust i f ied by the e s t ima to r s w h i l e 

aaking a p a r t i c u l a r s e t o f assumpt ions . For , even a small change ir 

TablG 5 . - Gross And N e t Inc rease o f Phys i c a l A s s e t s 

of Rura l Households : 1962 
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the assumed r a t e o f c a p i t a l consumption can make a b i g di f . s 

in the f i n a l f i g u r e f o r net c a p i t a l format ion. The schedulesP^ 

by the NCivEH p rov ide f o r ample data r equ i r ed to es t imate the l i f 

of the va r i ous a s s e t s . But such data are not t a b u l a t e d and pr 

ed. On th i s a ccount , i t i s d i f f i c u l t to a s s e s s the dependab i l 

f i g u r e s r e l a t i n g to l i f e of a s s e t s i n years i n d i c a t e d i n cdumn (4 ) 

of Appendix 3 o f the Report ( V o l . 1 1 , p . l 3 9 ; . 

Of the amount of net c a p i t a l formation o f Rs .S14 c r o r e s , 

Rs.57*2 c ro res i s est imated as " l a n d improvements" such as bund ing , 

f enc ing , l e v e l l i n g , t e r r a c i n g , r ec l amat ion , e t c . The N a t i o n a l 

Council has not p rov ided any such d e p r e c i a t i o n f o r t h i s . As i s w e l l 

known, such l a n d improvements a re f a s t d e p r e c i a t i n g a s s e t s , and on 

this account the es t imate which does not p rov ide f o r d e p r e c i a t i o n 

i s q u e s t i o n a b l e , i^nother q u e s t i o n a b l e item i s the f i g u r e shown 

aga inst l a n d , v i z . K s . 67 .8 c r o r e s . This item r e l a t e s to purchase 

of l a n d ( n e t of s a l e ; . The purchases should a u t o m a t i c a l l y be equal 

to tho s a l e s p rov ided a l l the t r a n s f e r s are t ak ing p l a c e between the 

rura l households . The NGAER," however, j u s t i f i e s the p o s i t i o n by 

arguing that th i s r ep re sen t s " the v a l u e of l and purchased by r u r a l 

households from other sec tors dur ing the r e f e r e n c e y e a r " . This 

appears to be prima f a c i e u n b e l i e v a b l e , s i n c e , w i t h i n c r e a s i n g tempo 

of i n d u s t r i a l development more and more r u r a l l a n d must a l s o have 

been purchased from r u r a l households by urban i n v e s t o r s . 

However, the N C A E R i t s e l f has taken care to g i ve the c a u t i o n ; 

"the high s tandard e r r o r s of some components of p h y s i c a l investment 

need to be kept i n mind wh i l e the data a re f u r t h e r ana ly sed by 

household t y p e s . " ( V o l . 1 1 , p . 6 9 ; . 

Whi le the N a t i o n a l Counc i l has done w e l l to g i v e the i t em-w i s ( 

standard e r r o r s , i t has not d i s cus sed the e f f e c t o f non-sampl ing 

e r ro rs . These l a t t e r e r r o r s a re l i k e l y to be ve ry l a r g e because o f 

the rather massive and compl icated cha rac te r o f i t s s chedu l e s . 

In c o n c l u s i o n , We would l i k e to note th ree t h i n g s ; ( i ) The 

>Jationai Counci l has done much b e t t e r than the other two o r g a n i s a 

t ions, ( i i ; The p r e s e n t a t i o n o f the data s u f f e r s from some drawbacks 
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ind ica ted above ( i i i ; The conf idence w i th which the r e s u l t s ^ 

presented to p u b l i c and tho i m p l i c i t c la im f o r t h e i r a ccu racy^^ 

to some e x t e n t , mi s l ead ing . 

IV . §0MK^_ayGGE3TIpNS 

Conducting surveys to c o l l e c t data f o r es t imat ion o f c a p i t a l 

formation in the a g r i c u l t u r a l or the ru r a l s e c t o r i s an unusua l l y 

d i f f i c u l t j o b . But the sheer enormity of the d i f f i c u l t y should not 

d r i ve us i n to an e s c a p i s t v iew tha t we can, somehow, de r i v e the 

requ i red est imates w i thout any survey whatsoever , i . e . t h e v i e w t h a t 

other a v a i l a b l e da ta can be p re s sed i n t o s e r v i c e to d e r i v e r ea sonab ly 

dependable e s t ima te s . The f a t e of a number of such a t tempts * l e a v e s 

no doubt about the u t t e r f u t i l i t y o f such an approach. I f , then, 

surveys are i n d i s p e n s a b l e , how should we go about them? 

(IJ Lack o f coo rd ina t ion and w a s t e f u l o v e r l a p p i n g a r e i m p l i 

c i t i n a m u l t i p l i c i t y of agenc ies t r y i n g to do the same Job. In 

view of the pauc i ty of f i n a n c i a l r e sou rce s and t r a ined p e r s o n n e l , 

the p resent s t a t e o f a f f a i r s should be regarded as impermiss ib l e i n 

Ind ia . The need f o r c e n t r a l i s a t i o n of the survey work cannot , 

the re fo re , be overemphasised. The f a c t that most o f tihe funds f o r 

such surveys conducted by a m u l t i p l i c i t y of a genc i e s come d i r e c t l y 

or i n d i r e c t l y from the Government f u r the r r e i n f o r c e s the need f o r 

c e n t r a l i s a t i o n o f the survey work. 

( 2 ; h survey of t h i s type should not be an occas i ona l a f f a i r . 

I t should be undertaken on a r e g u l a r b a s i s . The Reserve Bank seems 

to have decennia l surveys in mind. But t h i s i n t e r v a l seems to be 

rather too l o n g . Our l ong - t e rm goal should be a survey every 

a l t e rnate yea r , but l ook ing to the l i k e l y a v a i l a b i l i t y o f f i n a n c e s , 

i t may bes t be made a qu inquennia l survey . 

( 3 ; The yea r of r e f e r ence of qu inquennia l surveys should 

coincide w i th that f o r the l i v e s t o c k census , and ip so f a c t o , every 

a l t e rnate quinquennia l survey should co inc ide w i th the popu l a t i on 

census. This would enable us to sub j e c t the survey r e s u l t s to some 

independent checks . The schedules of the surveys should be drawn 

v i t h th i s end a l s o in v low. 
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(Aj ija i n d i s p e n s a b l e p r e - r e q u i s i t e of such surveys i s 

r i f i c a t i o n o f the concepts i nvo l ved and the methods of t h e i r mt 

ment a t an o p e r a t i o n a l l e v e l , under s p e c i f i c Ind ian cond i t i on . Th 

Reserve Bank and the NSS came to g r i e f because they rushed to 

measure c a p i t a l format ion w i thout the necessary conceptual c l a r i t y . 

C l a r i f i c a t i o n i n t h i s r e spec t i s a huge un f in i shed task . We s u g g e s t , 

t he r e f o r e , t h a t a conference should be convened to d i s c u s s t h i s 

problem exhaus t i v e l y * Apa r t from the exper t s who w e r e , a t v a r i o u s 

l e v e l s , connected w i t h the above-mentioned three su rvey s , o the r s 

who can make a u s e f u l c o n t r i b u t i o n to the d i s c u s s i o n should a l s o be 

inv i t ed to the conference ( e . g . those connected w i th Agro-economic 

Centres , Farm Management Surveys , e t c , and agronomists who have 

f i r s t hand knowledge o f the cond i t i ons of Ind i an a g r i c u l t u r e ) . 

(5; Fo l l o w ing the e s t a b l i s h e d t r a d i t i o n , a l l the raw da ta 

o r i g i n a l l y c o l l e c t e d through the surveys and t abu l a t ed should be 

regarded as more important (than t h e de r i ved or p rocessed d a t a ) , a n d 
be 

should/publ ished i n f u l l in the r e p o r t s on the s u r v e y s I n tte case 

of de r ived d a t a , each step of d e r i v a t i o n should be f u l l y e x p l a i n e d 

together w i th a l l the r e l e v a n t s t a t i s t i c s . 

(6 ; Sampling e r r o r s shou ld , o f cou r se , be est imated and 

thei r s i g n i f i c a n c e f o r the f i n a l r e s u l t s e x p l a i n e d . But as i s 

genera l ly a g r e e d , non-sampl ing e r r o r s are f a r b i g g e r ; they u s u a l l y 

swamp the sampling e r r o r s . Non-sampl ing e r r o r s p e rhaps , cannot be 

assessed q u a n t i t a t i v e l y . But n o n e t h e l e s s , i n v iew of t h e i r enormous 

importance, the non-sampl ing e r r o r s shou ld , as Oskar M o r g e n s t e m 

l i g h t l y i n s i s t s , be f u l l y d i scussed i n the survey r e p o r t s , w i th 

specia l r e f e r ence to the i r s i g n i f i c a n c e fo r the f i n a l e s t ima te s . 

We should shun spur ious accuracy . -

(7j Even i f we do have quinquennia l s u r v e y s , the task o f 

(deriving annual c a p i t a l formation est imates from these s t i l l remain; 

^^1 the problems that a r i s e in such d e r i v a t i o n can a l s o be d i scussec 

in the conference suggested above . A ve ry important a spec t c a l l i n g 

for i n v e s t i g a t i o n i n t h i s connection i s the r e l a t i o n s h i p between 

good or bad monsoons on the one hand and the v a r i a t i o n s in tho ra 

of c a p i t a l f o r m a t i o n i n a g r i c u l t u r e on the o the r . 



Preliminary & Confidential IARNIW/66/37 

INDIAN ASSOCIATION FOR RESEARCH 
IN NATIONAL INCOME 

AND WEALTH 

FIFTH I N D I A N C O N F E R E N C E O N 

RESEARCH IN N A T I O N A L I N C O M E 

TREATMENT OF CONSUMER DURABLES IN THE ESTIMATES 

OF SAVING IN INDIA 

M. PATHAK 

AHMEDABAD 

9 - 1 1 A P R I L 1966 

^ V i e w s expressed in the papers are those of the authors and not necessarily 

of the Organisations or Institutions to which they belong. 



TEEj^fiOTvOF CDNSUMac DURABLES iN THE ESTIMATSS OF SAVING IN IHOIA 

Qr^ Mahcsh T'athak 

A qpiantitativQ estimate of saving i s necess^y in order to have 
SOTie idea about the saving capacity and saving potentiality of an economy 
in the context of i t s growth r 'equi ronantE. I n the nature of things^-.ig&chi a 
quantification of saving poses intricate and sometimes insoluble problems 
of estimation. The concept of saving i n th^ economic sense i s , more or 
less, clear. However, when we considur i t i n t h e accountixig sense, we are 
confronted with many di f f icult problatis. One such controversial problem i s 
of the treatment to be accorded to consumer durables in the estimates of 
saving. 

In the past^ as also at piesaiit, the decisions regarding the 
inclusion or exclusion of oonsumer durables have been considerably influenced 
by factors such as the established oonventiona, the avai labi l i ty of data and 
the practical problems involved i n accepting a particular definition of 
consumer durables* 

l*ienever a question for the ^Inclusion or exclusion of consumer 
durables from the estimates of saving is debated the f i rst major considera
tion has been of the avai labi l i ty of relevant data. In order to estimate 
saving; in the form of durables we require data regarding the value and 
durability of various consumer durables tiiiCh cannot be obtained voâ y 
easily. In many cases i t i s the r»n-avai labi l ity of data which necessi^-ates 
its exdueion from the saving estimates. . 

However, apart from the non~availability of data, several other 
arguments are usually advanced for excluding consumar durables from the 
estimates of saving. One such argument has been that the outlay on consumer' 
durables does not directly add to tht, stock of productive capital. 
Therefore, unlike the productive capital, consumer durables do not directly 
help m generating income. Conceptually, therefore, i t has been argued, 
this outlay cannot be treated as saving. This argument does not seem to be 
convincing on several grounds. Firstly; I f consumer durables are not 
similar to productive capital goods, so also, they are not similar to other 
Ojnsumer goods. They distinctly differ from current consumption in the 
sense that they provide services over a f a i i ' l y long period of time. They 
are not consumed within the normal accounting period. Second, the 
inclusion or exclusion of oonsumer durables in the estimates of saving 
should not depend upon their supposed productivity, which cannot be easi ly 
measured. The csonsumer durables may or may not apparently help in 
generating inoome, however, the estimate and study of saving, especially 1̂ -
an underdeveloped economy, need not be confined to the limited purpose of 
finding out the income generating saving and Investment in the economy. A 
study of the forms of saving, irrespective of their income generating impact., 
by itsel f , throws useful light on the nature and problems of underdeveloFment 
If outlay on financial assets 
sucii as gold aid si lver or on physical assets sudi as residential housing 
Can be included in saving, the expenditure on consumer durables should also 
be included in these estimates. Such outlay can appropriately be shown in 
the capital account which reflects the relative positions regarding the 
assets and l i a b i l i t i e s of an economic entity. There i s another addad 
advantage in treating these outlays as saving. Since the consumer durables 
are Included in the estimates of national wealth, i t s inclusion in the 
estimates of saving makes i t possible to re late accumulatedsaving with 
national wealftv."* 
" n . t3oidsmith li.W. '̂ tSaving in the iJnited States'*, Vo l . t p,2B. ' 
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1* the consimer durables are excluded from the estiirates of saving on 
the ground that they do not directly help in generating income, then 
logical ly tht outlay on residential housing should also be excluded. The 
outlay on housing is included on the ground that cheir services can be 
marketed* However, i f the consumer durables are excluded on the ground that 
their services cainot be marketed, then, outlay on owner occupied houses 
;^ose services are not marketed should also be axcludea from these estimates* 
I f they are retained in the estimates of saving, the ease for excluding 
consumer durables i s to that eoctent weakened. 

The Case for indudlug or oxcludMig consumer durables i s at times 
exanined on the basis of the attitude of the consumers towards such expendi* 
ture, Thou^ such a concept is not usually accepted for estimating saving, 
i t may prove useful Iji a study of the motivations governing individual 
saving. I f the consumai* regard than as saving, that i s , i f the substip-
tutabiUty between consumer durables and other forms of saving i s relatively 
greater, they should be treated as saving. The Friend-Jones analysis m 
suggests that the consumers allocate their income between saving and consumar 
durables on the on© hand and consumption on the other. The expenditure on 
consumer durables i s more substltutable or oompetitive with saving than wllrfi 
consumption.^ This ^interesting hypothesis deserves further examination on 
the basis of oomprehensive and systematic data regarding the oonsumptioiw 
saving preferences* 

I I 

In India,, both the Reserve Bark and the National Cbuncil of Applied 
Eoonamic Research have acc^ted the validity of including consumer durables 
in the estimates of saving. The Reserve B a ^ ^ ^ not estimated saving on 
this form since re l iab le data are not avaij^^^Hegarding consumer durables*^ 
In the earlier estimate, tha Reserve Bank ^̂ ^̂ P̂  estimates of saving in 
the form of gold. However, in the r a v l s e d ^ B R s , (Reserve Bank Bulletin, 
March, 1965) gold has been2dropped from tho ostimatese This exclusion, of 
oourse, has not been due to the non-availability of deta^ In the earlier 
estimates, expenditure on gold was treated as an investment in liquid 
assets, Tho Reserve BEaak has not offered reasons, i f any, for the change 
in the treatment of gold. Again, when the outlay oh owner occupied houses 
i s treated as Mttag, the exclusion of gold, even when i t i s treated as 
consumer durables, i s dif f icult to explain* 

The National Council wanted to incluac the outlay on consumeir 
durables. In the absence of requisite data, however, i t included only the 
outlay on automobiles, trucks and other transport equipment. The National 
Council feels that i n India *"the treatment of consumer durables i s not so 
significant statistical ly as in more advanced econcmies',^ However, i t w u l d 
not be proper to infer from this that in ah undordoveloped economy the 
inclusion or exclusion of consumê * durables w i l l not be meaningful or 
significant. Such a view-point does not seon to be valid for twD reasons* 
(1) Consumer durables m^' pcoTtda iaportant fom of holcling wealth. Agaiiij 
in an underdeveloped eobnomy the outlay on consumer durables may be less as 
compared to an advanced economy, however, i t may be significant Ic relation 
to the total saving, especially when sucii an economy experiences an acute 
scarcl^ty of saving. The Urban Saving Survey of the National Council provides 
some estimates regarding the income and saving in the urban sector during the 
year 196o« Rze adjusted iigures suggest that gross investment in the form 
of oonsumtf- durables formed nearly 10 per cent of the total gross saving of 

2^ Friend and Jones R, (Eds,) "Consumption and Saving^, Vol , I I 
% Reserve Bank B u l l ^ i n - March I960 - p . 2 9 8 , 
km "SAving in India" * p , 7 . 



the urbm sector in 195b.^ (?) In a developing economy, the more 
important reason for taking no&e o f -.XJnsumGr dxirables i s that with 
increasing incom.e people are Hkely to prefer larger outlays on consumer 
durables. Goldsmith's study of saving in t h e United States, for example, 
diows siffiificait increase in the importance of saving through consumer 
durables. I f only the noiTnal periods are taken into account, the share 
of consumer durables increased from 11 per cent i n 1897-1908 to 2h per 
cent of total personal saving in 19U6-li9.^ The National Cbundl has 
provided the estimates o:f saving through consumer durables. Though the 
oojverag'j i s resti lcted (only trarisport eqiupmait) the figures for 
'\9k^^9 to 1 9 ^ ^ suggest that, on the whole, the investmait in consumer 
toables i s increasing* 

The National CounrM has t i l ed to collect data regarding consumer 
durables in i t s Urban and Rurol Savi;ig .Surveys. In so far as the survey 
methodology i s concerned, perhaps, i t i s desirable to laave some 
clarification regarding the definitica o f oonsumer durables to be adopted. 
The surveys conducted by the Reserve Bank i Rural credit survey^ 1951 and 
Rural Debt aid Investment Survey, 1961-62) do not give any specific 
indication on this point. The National Council document on the methods and 
technique of the Urbai Saving Survey suggests that oonsumer durables worth 
Us,5b or more should be inoladed,^' The sâ ne criterion was accepted for tho 
Delhi Saving Survey also.? In zne rommaxt on the methodology for Rural 
Saving Survey, the consumer durabj^s vo be included have not beoi defined in 
the sane mamer; however, i t cari^lc^^resumed that^ here too, the Council has 
followed the sane critaarion, th^^.Sj: consumer durables worth Rs.5b or more 
have been included. Thus v ^ i l e 'deri.Ting oonsbiuer durables the National 
Council has takai into account t h e pric-s factor. Perhaps, i t would have 
be^i better, i f apai*t fro.a tho price factor, the Council had taken into 
account the durability of the a s s e t s to ba included; the reason i s that -whao-' 
a decision i s tak«i to include these goods in saving durabil it j^is as mudi 
important, i f not more importait, as t h e value of these assets. In the 
Itoited States, for eccanple^ tVin conva^tion has been to include a l l those 
goods whidi have a us<3ful J l f e o l approximately three years or more, "10 
Though i-t* w i l l be dif f icult to stidc to a particular time period, i t would 
be better i f , as far as possible, t h e data fx>llected are consistent with 
the specific time period accepted, r o iTna l l y i t should also be consistent 
with t h e norms accepted for ini/omational usage. This precaution i s 
neceesary in the case of price factor also- For exanple, vi-iile the National 
Council has t a k a i in^o account consuiLcr durables worth Rs.SO or more, the 
Oxford S£-';lng Survey (which cHinjt incjuda consumer durables in the 
definition of saving) collected data on the major durables worth £ 25 or 
move, 11 

5. NGAHi **Urban Inoome aid Savliig", see table No,38 p.66* 

6. Goldanith - ibidy p, lU6, 

7» NCAHR ib id , see table 3«1 p^.'m^h'i, 

8. NGAffli '^rban Housdiold Saving Survey - Methods aid Tediniques» p .5b. 

9. NCAHl "Delhi SavJJig 3urvQy" » p. 86, 

'0. Goldamith R»W. "A Study of Saving In the mited States*, V61# I I -
P.in2. 

' i l . lydal l , H«P-, "BrilL^ In comes and Saving" - p'»139. 
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Preliriinary Estimates of Total Consumption 
Ejcpenditure in India, 1950-51 to 1963-64 

Introduction 

In this paper an attcrapt has been rĵ dc t o eEt i raatc the 

total consuc^^ticm expenditure for the period 1950-51 t o 1963-64. 

The estinates have been worked out by followinr; mainly the 

'production approach' , So:ie other similar e s t i m a t e s also exist 

but they relate only to the years 1949-50, l95';-57 and 1957-58 
1/ 

to 1960-61. In fact, this study is an extension of the 

previous estiirates nade by the author in collaboration with 

M.R. Saluja, The data used In preparing these estimates and the 

sources are mainly the same as those used for the latter paper. 

However, in some cases, use has been made of the new sources of 

data such as the Annual Survey of Industries for the years 

1959 to 1961. Purtherniore, we have worked out two additional 

estimates of aggregate private consunpticai expenditure: one on 

the basis of the data fron the National Sample SurveyL; (NSS) ,and 

another, as a rssidusCL iten, on the basis of national income 

statist ics• 

The study has been divided into two parts. Fart one 

presents a brief description of the method of estimatiOTi and a 

sunimary of the estinates of total consumption expenditure by 

certain broad groups. Part two compares the aggregate estinates 

of private consurnption expenditure based on the "production 

approach" with those obtained from the. use of two other methods. 

1/ 'Private Consunption Expenditure in India 1949-50* 
.by 2,P, Dhar, H.O. Kanbur, KJ^.C. P i l la i -̂ Jid V. : Fur i , ' 

(Published in the First Volume of papers on National 
Income and Allied Topics, I ,C .R .N . I ) ; 'Private 
Consur^tion Expenditure in India 1956-57. by S.?. Char 
(unpublished, C.S.O, Staff paper), 'Prelimnary 
Estimates of total convsuinption expenditure in India, 
1957-58 to 1960-61, S.ii, Kansal and M.R. ScJuja. 

••(Paoer nrftSfinted at the Third l .C .R .K . I . ) . 



Method of Estimation 

The anntial estimates of consumption or the. avai labi l ity 

for consurption of a given product can bo worfced out by using 

the relation: Ccffisunption = Vroduction + Imports - Exports -

Increase in stocks - Interaodiate uses. The ostimation 

procedure presumes the avai labi l ity of detailed statistics of 

a l l consumer goods and services regarding producticn, foreign 

trade, inventories and intermediate uses. However, d.ita are 

not always available for a l l sectors of the econony, Tho main 

gaps in the comodity sectors are the non-availability of the 

a l l - India producticr. figures of different consuner goods 

produced in the sca l l scale and cotta^^o industries and the 

absence of data regarding stocks of different consumer goods 

held by producers (for 'Agriculture and snail scale enterprises) 

and wholesale and reta i l traders for a l l coomodities, ThQ major 

consumer goods produced in small scale and cottage industries, 

however, have been taken into account in an indirect way, i .e . 

by working out the avai labi l ity of their raw materials in the 

primary sectors. For example, the esti:.iates of the production 

of gur, vegetable-oils, tobacco products, milk products etc. 

have been worked out on the basis of the availabil ity of their 

raw materials in agricultural sector. For other consumer goods 

produced in small scale Industry we have used the scattered 

production data given in different small scale industry reports 

issued by the Ministry of Comnerce and Industry and the NSS, 

In the absence of the data-on stocks we have adjusted our 

estimtes oily for the stodcs of foodgrains held by tho 

governoeat and the stocks of the manufactured products held by 

the mills -in the-organised nanufacturlng industries. The 

quantities so obtained are then evaluated at the prices paid W 

the f inal ccnsuners. In India there i s hardly any published 
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(3"tr r e r r c rd ln^ retail p r i c e s ^nd tho ^vr i l - b l c price d-'^t- r r e 

United to \ * i o l e s r lG prices (and t h c t too f a r selected 

connodities) and producers prices for tho rK>,mfr.ctured products. 

Ub hevo thorfpro. worted out the r e t a i l prices b y rdjusting thoa 

for w h o l G s e l c p.nd rotr i l trade n r r n i n s . The dlfforont coneuncr 

goods t i v a l l c b l G for _ consunption have boon evaluatod at tho 

1960-61 prices, thus shoidng tho r o : l change.in consui^tlon 

overtime,. The consunption ospenditure on different sorviccs i s 

worbed .out iadiroctly b y f i r s t eBtlmating the t o t a l eapondituro 

on .a pertlculcr service end then allocating i t between consumption 

and other uses. In ostlmatin^ tho total e 3 5 ) C i i d i t u r e on different 

flcrvicos frequent use has been mdo o f tho CSO's white paper on 

nationei Income which gives the totel ne t earnings of persons 

onga.'TGd In dlfferoKt scrvlcos. The dotd l s of the mothods of 

esticrtion, sources snd the essunptions nfdc end the deteilod 

tables f i j e glvon in the appondii::. 

Estlnptofl 

Tablos 1 ^nd Z below present t h e estimate of total 

consun5)tlon o^^jondltuoo and thoir percentage diat-^bution by 

certain brosd g cups of goods and services for tho period 

1950-51 to 1963-64, ^t may b e noted from table 2 t h a t tho 

tiaital cxpondltuxo on coranoditles h^s remained more or lose 

unchahgod at about 82 per cent o f t h e total consun5)tion 

e:j^endltaro during the f i r s t plan but has slightly declined over 

the second plan. I t has further gone down to about 78 per cent 

durlr^! the period 1960-61 to 1963-64, I t i s , perfiops, due melnly 

to the relative Increase in expenditure on government services 

which h-5 increased form 5,0 per cent (1960r6i) t o 6,5 per cent 

(1963-64) of the totel oxpenditure on goods and services. 

Within confluflieii' goods, however, the proportion of 

e35)endlture on meajf-^ctured products h s increased ponsiderably 

et the dost of pritopr^ products. I t hrs increased from abait 
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21 per c en t in 1950-51 to about 25 per cent in 1955-56 and hca 

remained at the sarac l e v o l during the Second Plan. I t has again 

incro-^God to 27 p e r cent in 1963-6^4 Ihe e35)enditure on prlm?-ry 

products hrs gone' down from about 61 por cont In l950-»5l to 

58 p e r cent in 1955-56, 55-per cent in 1950^61 and 51 per cent 

in 1963.-64, Food grains rlone account for about 27 per cent of 

totol o::pendlture and hr.-vc more or less , remained at the same level 

during the f i r s t two p l c n s . I t hoe gone doim to about 25 percent 

in 1963-64-crlnly due to very l i t t l o Incroase .In suplles darint* 

196C-61 to 1963-64, Tcklng the throe groups namely, primary 

(agriculture and " l l icd ) products, mrnifdcturect goods end services 

ono c n conclude thnt thoro i s sono chcnge in consumption pattern 

ovo r time in f'^vour of m^mfncturcd goods and servioos at the 

cost of p r l m T y products, 

Tho Gs t ina teg of totr l consunption e^^jendtture given In 

t'^blc 1 include privr.te i ^ l l OQ govornHonb current 

oxpendituro on goods and services. The l e t te r i s cvollable only 

in -iiggrogatc form and i t Is v e r y d i f f icult to work out i t s 

brer.le-down by different goods, end services* Services of 

government enplc^os clone account for about 60 per cent of the 

t o t a l . The peat includes expenditure on stctlonciy, transport, 

f u e l r.nd l i g h t , rent, e tc , , which could not be sep-arated, 

Howbvor, bvernll estinrtos of private consumption e^^ndlturo 

c'̂ n bo d e r i v ed by subtrrcting the government current expenditure 

frbn the' t o t r l . Table 3 be l ow gives tho estimates of totol 

and per capita private consunption expenditure for the period 

1950-51 to l963-6i.. 

.Iftth tho crooption o f 1957-58 ond 1962-6S ihc totr l 

private consumption expondituro V s consistently Increased 

every ye^r» I t hrg increased by rbout 20 per cent during the 

f i r s t Flcva and 17 per cent,during the Second Plan period, Tho 

avcroge amuol rate of growth works cut to be about 3 por cont 
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during tlie two pl?ji periods. Tlio annual r :t ' j of growth during 

1960-61 to 1963-64 is only about 2 por cont which is snaller than 

tho rato of grov;th of population. In toms of por capita consunp

tion oxponc'iturc the a v c r a i ^ e rjinual rate of growth is only about 

one per c^nt during the period undor roveiw* for the First Plan 

i t works out to be a l i t t l e less than 2 por cent, i t is about one 

per, cent during tho Socond Plan and has been found to bo negative 

during, tlie period 1960-61 to 1963-64, 

Part I I 

Private cohs^ption oxpond-ture can also be obtained as a 

residual itan fron the not dotiestic expenditure at uarket pricas. 

The different ccnpbnents of the not domestic oxponditure aro 

govomnont current .aq^enditure, net donicstic capital formation, 

surplus of tho-nation on current account and privr-te consunption 

oxpcndituro. Recently ostim itbs of the-not domestic capital fomation 
If 

have been m̂ -do by l l va r i .md others and the RBI, VJc have used tho former 

ostiiiiat^s for "tho period upto 1961-62 and havo extondod them for 1962-63 

with tho help of tho RBI o s t i c t c s . The other components viz , govomment 

current oxpondituro and tho surplus of tho nation on curront account cen 

be token from'' tho CSC^s white pap.er on national incono» Those ostifactos 

havo been presented bolow in table 4, 

Ihe private consumption expenditure c^n also be worked 

out fror. t-ic successive rounds of the NSS data on household 

consiainption, ' Iho concopts, definitions, otc, have noro or less 

17 3 s t iEa t c3 of cajiital fornj.tion in India for 1950- 51 to 1961-62 by 
S.tr, Tiwari, B.Kumar and Jagdish Kuiaar (presented before the fourth 
ICRRI), 
EstijT.r.tos of savings and capital fomation in India 19 50-51 to 1963-63 
'(publishod in the ir.onthly bulletin of the R3I, March 65), 

y Poriods. covered in difforont rounds are given bulowi 

Ist round/uly 49 to Juno 50 11th round July'56 to Feb, 57 
2nd round " ^ r i l to Juno 51 12th round Feb, to *ai£iUst 57 
3rd round ^Jigust to Nov, 51 13th round ^gus t 57 to May 58 
4th round 4 ) r i l to Sep.'52 14th round June 58 to June-59 
5th round Doc. 52 to Marcli 53 15th round Juno 59 to June 60 
6th round M:?y to Sep, 53 16th round June 60 to Juno 61 
7 th round Oct, 53 to March 54 17th round June 61 to Juno 62 
Cth round July 64 to March 55 
9t;i round May to Nov, 55, 

loth round Deceub..r 5 5 to M.v' 5 0 
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remained the sarne o v e r the different'rounds. However, in the 

in i t i a l romds different reference periods were used which have 

made the estimates inconparable. For ex&mple, In the f i r s t 

round fixed period of one year ( Ju l y 1949 to June 1950) was 

used as the r e f e r e n c e period, while in the subsequent rounds 

the moving re fe r^ce period of either a week or a month 

preceding the date of enquiry has been used. It was only 

fron the seventh round onwards that the standard reference 

period of one month preceding the date of enquiry has been 

adopted and therefore i t is only from that round ( I . e . 1953-54) 

onwards that the estimates are comparable. 

In table 5 below we have presented the estimates of 

private consumption expenditure for the period 1951-5? to 

1961-62 based on the NSS data. The different rounds have been 

combined suitably so that the estimates relate to the financial 

years. For 1953-54, though we should have taken sixth and 

seventh rounds, we have not considered the sixth round due to 

i t s different reference periods for different items of 

consui:5)ticin ( e.g. ctne week for food, tobacco, fuel and l ight , 

year for clothing and other durable and send-durable goods 

and one month for ndsceJLlaneous services like educaticai, 

medical services e t c . ) . Possibly, differffice In reference 

period i s one of the amy reasons for the very high 

estimates for 1951-52 and 1952-53 as conpared to the subsequent 

yearsV ^ 

Our estimates of private consumption, given;in Part I 

are at I96t)-61 prices, while the other two estimates presented in 

•this section are at current pr ices . To make them comparable, 

we have to change our estimates of the previous section to 

cu iTent prices or convert the other two estimates to 1960-61 

prices. Vie have taken the former course to conqiare a l l the 

three estiuates and latter coxirse for conpaiclng our estimates 

with thoso obtained as a'residual item from national income 
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stat ist ics . The a v a i l a o l e p r i c r incL-oes appropr ia t e for 

necessary adjusxnentr^ are e i . ther the a l l - India working class 

consumer price index (CPI) c r the lr::p."'ici* p r i c 3 index used for 

deflating ths nab i ona l inocav?, We '^ave, hovevs r , preferred the 

latter over t h e fcnrei*. Thi.-: i3 benvjLsc the GPI i s limited to 

woAing class aid exclude:^ .1 ^.^r^e pa :x of serdces , while the 

intplioit naticcial price' index h:;? ^;.r:o.ter ope and coverage. 

Koreover the latt-ar take^: i n t o ccnr Ide ro t l cn both the relatively 

sharper rise in the pr i co : ; or <^~ns-\^iOr floods aad the slower r ise 

in that of services as iiaplicd ir . tho official estirrrates. This 

i s particularly relevant . i o r us because our e.^tinate of services 

are heavily based cn the C5D white p e p c r . Tab le 6 below gives 

the different-estimates cf pr i7at f ' fxjnjuniptiar oxpenditiiTG along 

with their percentage inorcnsa --ritn i953-54 aa base. 

Our estinaates ( os t iJ ia :o ^y, both at current as well as 

at constant prices are g^;: irral ly cn t h e lower side than the 

estimates obtained as re : i . " ,ur l (estiinabc I I ) , The movements of 

both the estimates • are (iu.i*£ co::::po.raVlc over t ime except for 

1950-51 to 1953-54, when f.:t\~'jTo I shows rolati- '/ely higher rate 

of growth conqparod with the i^stimate I I , The other notable 

difference between t h e two t s t i m t c s a t current prices is that 

while ccnsumption has re!^\jied more or less the same in 1956-57 

and 1957-58 according to o t - i r a t e 1, i t shovs an increase of 

about 5 per cent according t o os t imate I I , At constant prices 

the former shows a decline cf about < per cent vrtiile the latter 

an increase of abcut 3,5 p-̂ i '^ent. The estimate I I I based on 

the NSS datJi i s th^ lowciJt -."•/..'i;̂  the three in absolute terms 

for a l l t h e ycarp fr^n. 1';.-'-::' t o 19Ca-52j however, i ts rate 

of growth for a l l î hc yci . f . i s th.^ highest as compared with the 

other two estimates. Ag point.od out ear l ier , the con^^arison of 

estimate I I I baaed on the - '-3 d?.ta with estimates I and I I is at 

current prices and therefcro is valid only i f the movements of 

in^ l i c i t NSS prices over 'clnt; are the sane as that of wholesale and 
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, producer's prices \Aiich have been ' ^ t l d in"estimate I after 

Eiarking them up for trade and transport margins. In ccncluslcn, 

i t may be worthwhile to point out S O H E of t h e r;:ijor differences 

between our estimates and those b a s e d on t h e ^̂ ti-J d a t a . Although 

the consuc^jtlon estimates based on the NSS d a t a are consistently 

lower than our estimates, t h e absolute oxpcndit^u^ on cereals 

and pulses i s substantially higher in the former. It works out 

to be about 40 per cent compared to about 2 6 per cent in our 

estimates. This suggests that our estinr.te of total consuiiptlcii 

might be underestimated i f the NSS figures of foodprains are 

to be relied upon. On the o t h e r hand the NSS e s t i ina te of 

to ta l consuE^tion w i l l b e s t i l l lower i f of f ic ia l foodgrains 

production are taken into account, thus widening the ^ap between 

the two estimates. The other notable difference is about the 

expenditure on rent. While i t constitutes about 5 per cent of 

the t o t a l expenditure in ou r estimates in the NSS estimate i t 

accounts for only one per cent. It r.ay, possibly, be explained l y tl 

f a c t that the NSS takes into account only the actual expendlttire 

on rent incurred hy tho households residing in rented houses, 

and no allowance i s made for the imputed rent In respect of the 

owner-occupied houses. There are also wide differences between 

our estimates of individual items ( l ike f ru i t s , vegetables, milk 

and milk products, etc . ) and those based on the NSS, Some of 

these differences, to an extent, might be due to the difference 

in scope, coverage and definitions. Therefore, before making 

any comparison i t would be essential to examine carefully the 

NSS scope and coverage, vrfiich hCT/ever, is beyond the limited 

scope of this study. 

file:///Aiich


:u.b:Lu 1 s itotaX cci i^umption expendi ture by c e r t a i n broad croups o f goods anĉ  s e r v i c e s 

Wo. 19 50- 51 51 - 52 53- 53 53-54 54-55 55-56 56- 57 57- 58 58- 59 59-60 
IP) f3> ( 4 ) f 5 ) (6) m ic) (9\ til)' 

60-61 61-62 
(r.s.million^ 

(12> ( 1 3 ) ' 
63-64 

R>od gr.ains . . . , . . 
Sug.iPcano ( i n c g u r otc. ) 
F r u i t s , v o g o t a b l e & spicus 
Tcbacco,prodta. ( c^ i . c i ^ t t s ) 
Cthor a g r i c u l t u r a l prodts, 

i j l l k & milk products 
i-ioatjfish arid e g g s 
Other livestock products 
Forestry products 
Sub-total (Primary Prodtb.) 

Food,drinks, & tobacco 
Tcxtilos , ' 
Other non-metallic prodts, 
l ietal l ic products 
ether manufactuvo products 

3ub-total (manuiacturoU 
products) 

Ibtal consumer goods . 
Transport Goramunication 
HousG r o n t 
Govt. s o r v i c p B 

Cthor services 
Sub-total (services) 
Total consumption oxpnd, 
Tbtal (Rounded) 

2?740 
17 ̂ lO' 
96-iO* 
38^0" 
1500 

10240" 
303C-
1180-

400 
5730O 

^5550 
1800 
•?620" 
2540' 
1390 
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30B4C 
" 1 5 8 0 * 
lOOGO-
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11620 
31D0 
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370 
653'iO 

32550 
' 1770 
10220 

4660 
1310 

11690 
349i. 
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35C} 
6794C 

30^50 
1770 
9970 
3300 
1710 

120'10-
3880 
1200-

3S0 
6'.500 

35^180 
1960 

10120 
4720 
1600 

12180 
3630 
1220 

410-
71520 

34720 
1990 

10 530' 
4280 
1720 

12320 
3260 
1200-

70420 

36980 
2840 

10860-

1760 

•12470 
3850 
1260 

400 
7'.900 

37330 
2600 

10760 
5140 
1770 

12610 
3550-

• 1250 
• 430-
•754c60 

35740 
2510 

n i i o 

5040 
1790 
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430 
7 4 3 ^ 

.OS) 

37360 
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1780 
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3360 3-^0. . 3600 3G-40"' " 'K)20 ' 4320 '̂ 7-:g 5520 5940 6240 68 0 ) 7740 8400 9600 

6160 6540 66-30 6850 69 50 7160 7-.60 7960 8-.50 8860 9460 10170 10720 11570 
16940 i7ao 17950 18570 19050 19860 20990 22870 23780 25060 26590 287C0 30210 32720 
937G0 9 5300 100060 107170 109170 11332C 118630 117840 126850 128060 135770 140490 142470 146690 
93C0O 95300 100100 107200 109200 113300 1186C0 117bC0 126800 128100 135800 140500 142500 146700 

X 



r^blc 2 s Porccntag© d i s t r i b u t i o n o f t o t i i l - consuLiptiori-' olp 'nJB!ui"o^by 'broacl groups o f goods 
and s e r v i c e s 

• ' n . . I tons 1950-53 . 51-52 52-53 53-5-: 5^:-5 5 5^56 5G-J7 57-5G 58-59 59-60 6p-61 51-62 62-63 63-54 
( 2 ) ( 3 ) f^) ( 5 ) (6) (7^ ( 8 ) ( 9 ) (io:» (11^ ( 12 ) ( 13 ) (15> 

Food [ i ra ins 37..^ 26.b 27.B 29.4 aG.5 ?7,3 .^7. . S5.7 2G.0 27.1 27.2 26.6 25.1 25.1 

^ r u i t s , v e g o t a b l o &- spic-^b 10 .3 10 .1 9.0 C.7 . £ . 6 8,9 0,6 8.5 G.O C.2 8.0 7.7 7.0 7.3 

Mi lk C: lAllk products 10.9 11.0 10,8 10.3 10,4 10.3 10,0 1C,2 9.6 9.6 9,2 9.0 0,9 8.7 
Fish & l i v e s t o c k pi*oducts - 4.5 4.1 Ĉ .O 3.9 4,1 4.3 3.9 3.5 3.8 3.4 3,5 3,5 
e the r a/^riculturo o a l l i r I 

products • - 8.0 6.3 6.9 7.0 6.9 7,4 7,2 6.0 6.9 6,6 7,0 7.1 6.9 6.4 

Sub-tota lJ (pr imary p roduc t? ) 61.1 5C.6 5G,G 59.4 58.4 57.7 57.3 54.7 56.4 55.0 55.2 53.8 52.2 51.0 
Food, drinlts & tobacco 7,4 7,5 7,5 7.4 7.7 7,8 7.8 8 .4 8 .1 0.0 G . l 0.1 8.4 C.5 
T o x t i l o s 5.G 7.3 6 .1 8,1 8.2 8,4 8,J G.6 C.l 8.2 7.8 8 .1 G . l 8.4 
ether nianufacturod products 7.6 7.0 7.G • G.2 8.6 i ,7 9.2 9,3 9.6 10 .1 l o a \ 
.9ufc^total(raanufacturo p roduc t ) 20,0 23.1 23.5 23.3 2...1 24,0 25.0 26.3 24.9 25.4 25,2 25.8 26.6 27.0 . 

To ta l consunor (ioods 81.9 C1.7 G2.1 82.7 82.5 G2«5 81.0 81.3 80.4 79.5 rrr n f <J . (J 70.0 
Transport coircnunications 2.4 2.4 2,3 2,2 2.3 2.3 2.3 ?-4 2.5 2.7 2.7 2-8 2.9 2.9 

House ren t 5.5 5 . i 5.4 5,1 5,1 5.1 5.1 5.2 '..9 5.1 •-X.9 4.9 4.9 4.8 

Government s o r v i c o s 3,6 3w7 3.6 3.6 3,7 3.0 4.7 -±.7 4.9 5.0 5.5 5>9 6,5 

Cthor s e r v i c e s 6.6 6.G 6,6 6.4 6.4 6.3 6.3 G<7 6.6 6.9 7.0 7.2 7.5 7.0 

S u b - t o t a l ( s o r v i c o s ) 18,1 1L-.3 17.9 17,3 17,5 - 17.5 17,7 19.0 18.7 19 .6 19.6 20.4 -••V.2 32.0 

T o t a l consumption c^qjondituro 100 JO 100.0 100 J ) 100,0 100.0 100.0 100.0 10" .0 100.0 100.0 100.0 100 . ' . 100.0 100,0 
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Tablo 3 • Sstincitos of -private, totca ^r^: per capita 
coiicuaption cji^^cixlitui-o 1950-51 to 1963-64 

totcl Govt, 
popula
tion in 

<in R ^ . b i l l t e d , 

yoar . in E3, .iiiclic^s • nil l ion in Rs. 
b i l l ion 1955-56 1985-?6 

= 100 = 100 
(?) (3) • ^4^ (5^ (6^ (7) 

:S50-51 93.8 5,6 88.2 83,1 358 246 90.8 
95,3 5,8 89,5 84,4 364 246 90.8 

100,1 6,0 94,1 38.7 370 254 93.7 
1553-54 107,2 6,4 100,8 - 95.0 • 377 267 98.5 
.1C54-55 109,2 6.7 102.5 96,6 384 267 93.5 

irD5-56 . U3,3 7.2 106.1 100,0 391 271 : 100„0 
:556-57 118,6 110,7 104,3 • 399 • 278 302,6 

117,8 9.2 106,6 102,3 407 267 9S,5 
.:33-59 126,8 9,9 116,9 110.1 416 281 103,7 

128,1 10,4 117,7 U0,9 425 277 102.2 

:360-61 135.3 U 4 4 124,4 117.2 434 287 105.9 
140.5 12,6 127,9 120,5 444 288 106.3 

::c2-63 142,5 15.7 126,8 119,5 454 279 103,0 
î '33-64 148,7 17,3 131,4 123.9 464 * "283 104.4 



Tablo 4; Sstimatos of priv^xto consumption oxponditurc et current prices 1950-51 to 1962-63 

S,No. I ton 3 JJaSQr-SL .,..53-53,. 53-54 5.-55 55-56 5e^57 57-58 58-5? 59-60 60-61 61-6?, 62-63 
(o) (1) ( 2 ) (3 ) W (s i (9^ (10) (11) (12) (13^ (14) 

i Not domostic products at factor 
cost 95.5 99.9 98.3 104.8 96.1 99.C 113.0 114.0 126.8 129.8 141.9 1.8.6 154,8 

.2 Indirect taxos net of subsidies 5.0 5.9 5.2 5.6 6.2 6,8 7.7 8.9 9.5 10.5 11.9 "13.4; 14.4 

3 Net domostic products at market 
prices 100.5 105.C 103.5 no, 4 102.3 1C6,6 120.7 122.9 135,7 140,3 153.8 

f 
162.o' 169,2 

4 General govorni:ient oxpcndituro 5.6 5.8 6.0 6.4 6.7 7.2 7,9 9.2 9.9 10.4 U . 4 12.6 15.7 

5 Not domostic capital fomation 4.6 7.9 5.7 8.4 8.7 10.0 15.2 11.9 13.5 13.7 17,3 16.6 \ 18.4 

5 Surplus of the nation on curront 
account 0.4 - 1 . 6 0.6 0.5 0.1 0,1 -3 .1 -4 .3 -3 .3 -1 .8 -3.9 -3 .1 • -3.4 

7 Private consumption oxpondituro 09.7 93.7 91.2 95.1 C6.G 89,3 100.7 105.1 115.6 118.0 129.8 135.9 "138.5 

kka» 
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Tablc 5; E s t i n c t c s o f p r i v c t o consuontion ciqD^nc'.iturG 
bosod on N . S . S , da ta 1951-52 t o 1961-62 

yt3ar 

^ • S , 3 , per coDJtr, orajcnc'.ltui-cdiii'^Si,) pooulatiQti t o t d i ndex 
sm-voy f o r 30 davs _ yocxly ( i n a i X j p r i v a t e 1960-61 
round r u i c l urban r u r a l ui'ban r u r a l urban consuo- »100 

t i o n c::-
neixxiturc 

' ( 1 ) ( 3 ) ( 4 ) ( 5 ) (7) ( 8 ) 9 ) (10^ 

1951^52 2nd,3rd 23,10 29,50 281 359 301 63 ^ 107,2 88,5 

195^53 4 t h , 5th 20,69 28,92 252 352 306 64 99,5 . 82t2 

1953-54 , 7 th 17,24 23,88 210 290 3 U 66 84,4 69,7 

1954-55 8th 14,96 24,69 182 300 315 68 77,9 64.3 

1955-56 . 9 th ,10 th 16,40 24,46 200 298 . 321 70 84^9 70 .1 

1956-57 aifch,12th 17,14 25,77 209 313 327 72 90,8 75,, 

1957-58 . 13th . 18,59 25,68 226 313 333 74 - 98,4 81,3 

195&-59 14th 20,13 28,06 245 341 340 76 109,2 90,.:^ 

1959-60 15ih 20.30 27,51 247 335 347 78 111.8 92. : 

1960-61 I f i th 21»43 29,60 261 360 354 80 121,1 100^0 

1961-62 17th 20,85 30.36 254 369 361 82 121,9 . 1 0 0 . 7 

c l b . 
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TcbXc 6: Con-oariEon of d i f fe rent cstirartwS of private 
co^xsunption 3::i:)eiiditi!i'o 

price Gstinc/tpc! c.t con:';t:^.nt _G3£rn"- '̂Q& l i r " c i a y e l r & r ? r ^ " -

yocr ces at 
I960-
61 

c.booluto ;;:-idic^r. 
vcluc ^'j.yoo-3i=100 

I I I I I I I I I I l l I I I H I 

h\ (3) (4) " (5^ ( s ) (7) "Ts) (9) (1?.) 

1950-51 97,0 88.2 32,5 87,5 91,4 85.6 89,7 M 90,3 94,3 

1951-52 98,6 89,5 95.0 88,C 93,9 83,2 93,7 107,7 93,0 98,5 127.1 

1952-53 93,5 94,1 97,5 93,4 96,3 88,0 91,2 99.5 92,8 95,9 117.9 

1953-54 .94,0 100.8 101.2 100,0 100.0 94,8 95.1 84,4 100,0 100,0 100,0 

1954-55 .84,2 102,5 103,1 101*7 101.9 86,3 86,8 77,9 91,0 91,3 92,3 

1955-56 85,8 106,1 104,1 105,3 102.9 91.0 89,3 84,9 96,0 93,9 

1956-57 92,6 110,7 108,7 109,8 107,4 102,5 100,7 90.8 308,1 105.9 107.6 

1957-5C 94,2 108,6 112.6 107,7 l l l i 3 102,3 106,1 98,4 307.9 111»5 U6.:, 

1958-59 97,5 116,9 US,6 116^0 U7.2 114,0 U5,6 109,2 120,2 121,5 129.: 

1959-60 96,3 117,7 120.0 116,8 118,6 U5.7 118,0 111,8 122,0 124,1 132,̂  

1960-61 100,0 124,4 120.8 123,4 128.3 124,4 129,8 121,1 131.2 136,5 143, 

1901-62 102,1 127,9 133.1 12r,9 131,5 130.6 135,9 121,9 137,8 142,9 14^,' 

1962-63 104,2 126,8 132,9 125,8 131,3 132,1 138,5 139,3 145,6 

1963-64 111,3 131,4 - 130.4 - 146,2 - 154,2 

I = Estincitcs bc^od on dotailod production data, 
I I s Estin:.t..s derived a o rbsiduol froi: n o t donootic products. 

I l l « Bstidatos based on iI,S,S, data on household coi;isun-otion. 

c l b . 
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Food, yains t The avai labi l ity of coreals and pulses fo r 

human consunption has directly boon token from the, 'Bulletin of 

Food otat i s t ics ' , issued annually by the l-Iinistiy of Food and 

Arriculturc, The avai labi l ity i s worfced out as tho sum total 

of n o t riroCaction, ne t impoi-ts and f a l l i n govommont stocks, 

net production boin^* 87*5 :̂Jor cent of c;K)aa.production, 1/hoat 

flour jjroduccd in tho or:;:anizod industries has been considered 

.iinc'cr manufactured goods and, thercforo, a corrosiiondinc; quantity 

of T.'Iioat lias bocn deducted f3x>m the not avai labi l ity of foodgrains 

under primary products. 

Tobacco and tobacco -^rr^ducts: Availabili'ty of tobacco 

"?or consumption i s dorivor' b'" adjusting production figures for 

c:rioii;s, imports and industrial uses, Undor nanufac-'•urod 

^•)roductB \JQ havo included only cigora-'-tes -̂ncl h^vc considorod 

a l l o-.'ior tobc-cco ;:ixxiu-:ta uiic.or -^ritiary pi-^ducta, V"i..^'ofcro 

deduction for induG".r ic l uses has boon made onl^ xO's- the tobacco 

UHod fcr making cigarettes, 

ouf^arcano (.-tur otc) i The avai labi l ity of -arcane for 

i>ir, klundsari otc, havo been worked out as a residual item by 

subtr^-cting seed, feed and wastaj^o and tho'gu0a-*ccno usod for 

:iFPs:TDix 

Tho total consumption oxTiJonditurs can bo divr.ded into 

thr^o hrood s^o^ps namely, primary prxxiucts, manuf-cturod products 

ano. sorvicos. In tho lollov.dng paragraphs v;o have {p.vsn tho 

method of ostim~^tio:i, assumptions mado and souî cos o- data usod 

for voiidn^ out total con^amption oxponditure. 

I , Primaiy Products! 

The avai labi l ity :?or con3iim;jtion of dlfforent primary 

products includes not only tho-3e products vhich arc consumed 

directly but also some manufactured products, produced in anall 

scalo sector, Tho itcnwise dotails of estimatior. of different 

•ziroducts are rd-vcn below: 
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OilSQods and oilar The production data of nost of the 

cilsoodg aro available in tho publication, 'Oilsc ds in India*, 

icsuod annually by the Ministry of Food and A/rriculturc, I t also 

givos the porcontago util isation cf different oilsoeda and 

vocotablo oi la by domestic, industrial and other uses, -Jo havo 

made f u l l uso of thoso data ir. woricing out tho ostinatos of 

avai labi l i ty for consunption of different oilseeds and vegetable 

o i l s . In cdditior wc have woriicd out the supplier, of ropra and 

coconut o i l hj adjusting; ::ho pr.:duci;iou fii^uros for jjnports and 

othor uses, Tho production of c^pra has boon ijoricod out by 

asrMiiin;; thj.t about 46 per cent of coconuts aro upxl for 

o:rtracticn of co^ra and rest aro consumed in other waysr The 

avai labi l i ty of copra for o^rtraction of coconut o i l has hoan. 

taiccn to bo about 80 per cont vjith an average o i l rxioveiy FVON 
1/ 

icopra at about 62 por cent. 

j/Tho3C ratios havo boon taken fron the chapter on vo^'O'Uiblc o i l s 
{^ivon.in 'Profr-mmo of Industrial Dovolopncnts, l951-£6'*, 
?l>-uirin<f*Coninission, 

ATDZLNC ciystal su^'r^'-'Tho'lator aro available in he publiahoci 

fcna foi* a l l ths YO^Lrs under considoration. 

Fruits and VG.J^yitable si The availablo production data 

covo:.- only selected itcns of fruits anc'. -'•ogetables. However 

aci';;aGe fii^uros are available for al l fruits and v o ^ ' o t a b l o S r 'Jo 

havo vorfccd out the ostinatcc of production of a l l f ruitg cmd 

Vo^otablos b y usin^j th^ acreage figuros and the avonifjo production 

.or acre of other ftuits and vogotables, Tho average production 

of ol^hor f t , i d . t j and vcjotablos have bean -cakcn as 2.5 tonnes and 

4,0 t o i i i i o i per aero roso-^ctivoly on the b a d s o f the data 

collocvod by tho Diroctorate of liconooics and Statistics, Tho 

productior. fl^juros s o obtd-npd are adjusted for sood^ food and 

i T a s t a g o , imports and o:: or-'os, in ordor to arrive at their 

avai labi l i ty for c o n s i r a p t " ' o n . Deductions have a l s o boon mad_e for 

tho ftul̂ '̂ -s a n d vegetables used in the production of prosorvod 

fruits and vegetables in tho or-janisod manufacturing sector. 
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ij-lk J-n^. gjlk productst In osrlnatin^- Lhc c:. gunption 

C i ni'-llc i-nd fiulk products yc have as3uni3cl that i t i;; oqual to 

their u i lk-oquivalont .̂ncl tlioroforc wo ha.-o tak-oii into considor^.-

tion the totol n i i l k production adjusted for o r p o r t s and inports 

of nu-lk Gqui -val j it of difforent nilk products* 

Othor Primary Productst The different products covered 

in tliis CxiDup aro cotton, spices, moat, f ish, T J O O I f i i o l wood otc. 

The jr . ductio:i fi:Tur33 of difforont products ho.vG boon suitably 

adjusted for arrivin:^ a t the consumption estimates. For cotton 

hoycvor, i t i s TCVcaled in tho 'Indian Toi^ctile Statist ics* , issued 

annually by the Tc::tilo Commissioner, that a fined quantity of 

about 4-8 "^^usand tonnes has boon allocated every y^ar for direct 

consumption, have thoreforo taken this quantity alone.xmdcr 

primary products and Iiavo considorod rest of the.cotton as input 

for making yam. For a number of comnoditios l iko, i;ool, dung, 

noat, otc, uG have used the _ r-^duction data given in tho CSO's 

Blue Book on Revised sories of iTational Income estimates. For i K i n t 

of data V:G could not take into account the f i re wood produced in 

tlio vicinity of vi l lages .̂ nd fruits and vegetable grom in the 

kitchon gardens that are consumod vdthout any monotaiy transactions, 

I I Maiiufacturod Productst 

Tho production of different manufactured goods havo boon 

.worked out by adding togothor tho production i n o:.*ga2Tizcd 

manufacturing industries -̂ nd E j n a l l scale industiles. The fomcr 

has been taken mainly fr^m the different issuoa of 'Monthly 

'Statistics of the Production of selected Industrios of India*, 

isv.iod by tho Department of Statistics 0 ,S ,0 . , Calcutta, In 

addition a number of other publications have also b o o n usod i n 

Getting the relevant infomation regarding rirocVaction of different 
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2/ 
mnufactiired products. The production of snail scale industries 

is worked out on the basis of a number of reports frivln^ 

,scattered information. The production figures thus arrived at 

are adjusted for ioporta, exports, ch-aiges in stocks (held by the 

iTdlls only) and industrial uses. The adjustment for industrial 

uses in manufactured products is very limited as most of the 

items considered here aro consuined directly. Annual Survey of 

Industries has provided quite detailed data on industrial uses. 

Wo havt used this data for estimating the total quantities of 

different consumer goods used as intermediate products. The data 

on exports and imports are available in detail in the publication 

*MonthJ.y Statistics of Foreign Trade of India* issued by the 

Departnent i f Coniraercial Intelligence and Stat ist ics . In addition 

det;ailed Indisn Foreign Trade Statistics arr readily available 

for the period 1953-54 to 196?-53 in the ^ u a l volume. Nn.VII, 

issued by the office of Scononic Advisor, Ministry of Commerce 

and Industry, V/e have used both of these sources in working out 

the inports and exports figures of different consumer products. 

Tho valuation of different consumer goods, both prim?,ry 

as well as manufactured products has beoi made at cGnstant prices 

of 196 1-61. For primary products we have used mainly the 

wholesale prices as published by the office of the Economic 

A^Ivisor, fiinistry of Gomi.x;rce and Industry and for manufactured 

2j The different publications used are given below: 

a) Frogrannc of Industrial Developnent, 1956-^1 and 1961-^6, 
Plannin.^ Commission, 

b) Annual reportc of Devclopcient Winir^ >ilnistry of C. and ! • 
c) Indi-m Textile Bulletin, Office of Textile ConmissiCTier. 
d) C(ji3UG of i'-ianufacturin,^ Industries. 
e) -Annual Survey of Industries, 
f ) Econor.dc jurvty, issued innually ty i^iinistry o f Finance. 

ZJ The different publications other than given in footnote 
are given below: 

a) NSS report on small scale industries (no .21), 
b ) Fl-aining and Analysis reports, issued by Development Comnissi"!^^: 

Coninissionor, Sn^ll Scale Industry.'-. 
c) Evaluation Report of the workin.'̂  group on Snail Scale 

^ Industries issued by ^ n i s t r y of Coiacierce raid Industries. 
d),,i*nnual Kcports o f Khadi rmd Village Industries Commissicn. 



pr^d otc use lias bocn made of the Gi:-factory, pricoc as 'J.von in 

th} .'rnnual Survey of Industries 1960. Both sots of j r icos have 

boon mciiiod up for trade and -trans ort margins given in the 

wcria.r.g paper (no, 190) of Planning Division, Indian Statistical 

Institute, Calcutta, 

I I I Servicost 

•The methods of estimation of consumption o^^pGndituro on 

difforont services di f fer from one sor^/ice to r,no"":hor and have 

therefore b on given bolow soparaitclys 

TransrX^rtt EbcpGndituro on trans.jort include, ex onditure 

on different mod eg of trans.:ort used for travelling and for the 

carryi;^g of luggage^ Tho different type of transport used aro 
• 

railways, motor transport, a i r t're-nsport and other. The 

e-TJondituro on transport i s vrar^cd out indirectly by f i r s t 

GstlTi-ting passenger oamings separately for different modes of 

transport and then deducting a certain porcentago for business 

pai'povoe. Tlio consumption aijpcnditux'G on railvra;j''s and a ir 

trG:isport thuji arrived at f o r the yoa,T 1960-61 aro carried 

baclo:ard' and forward to other yoars with th:; hdp of thoir total 

pasbcngor kilometers. For no'tor transport tho oxpcndituro has 

born worked out by considering tho total •number of buses and 

t.'ods on tho road and thoir avore- c gross earnings in 1960-61, 

Tho eonsumptlon GXpondituro on other transport i s "takon to be a 

CGi'tain porcentago of total transport as given in tho f inal , 

report- of tho National In^^onc committoo, 

Communicaticnat I t includes cxpcnditurG on postage, 

stamps, tolograns, tolophonGS, radio licences otc. Tho total 

arpondituro on a l l thoso itcns i s taken indirectly as the total 

postal, eam'ings which arc given itomwiso in the Kontlily abstract 

4/- nuiabor of buses and taxis on road arc t aken Z Ton the 'Basic ^ 
?.oad 3tati3tiGs', iissuod by the Jinist iy of Trop.sport. The anaucl 
oaimngs of a bus a r e calculated by assuming •:Ii?.t the total i^as-s-
angor kilometors covered by a bus in a yoar arc 0,9 b i l l i on upto 
1C55-56 and 1,0 b i l l ion for the rest of the poiuod. The mto 
ac vrhich oamingG havo been calculated isF.s«27,00 por iihouaand 
kilometers. Th- gross G a m i n g s of a taxL are asairW^to be 
rs.---C,00 per day \dfi 300 iT^iicing days in a yoar ,/ 



of s tat i s t ics , issuc-d "by the (Dao. The' o v c r e l l consunption 

G:q:Dendituro on comunication' ic \roTl:oo. out to bo cbout 40 porcont 

of the total oarnincs in 1960-61, The 1960-61 f i c " u r e 3 of 

consuciption thus arrived" at a r c carried for\:ard a n d bcclc jcrd for 

othor yoors with the help of cone ^ant i t - t ive indicators l i i e 

nunber of letters , telegrcns, rcxlio licencv:s, e t c , -

Professions airt ertst The total epoponditurQ on those 

services i s vrorkod out indirectly b y est lE i . t ing the gross earnings 

of a l l j)ersons Gngagod in these services. The gross earnings are 

cctinated by adjusting the net earnings^ given in CS0<s lAlte 

paper on natiwial incooo. The ai^ustaent i s for the working 

ezpGUsea aai deprcciaiion i f any and is aeauucd to bo 15 por cont 

of grosSg The consucq)tijon esponditure Is assuued to be about 

80 peJT cent of the totiJL gross oaxnings,^-2a.-pcx-cent being for 

the purposo&-^ buslQ:^3^ ' 

DoQcstic Servicesi .The income of the persons on̂ iiagod 

Jjl. this sector is taken to be tho household e25>onditurG on 

doaestic servants^ This cii^ht have been undorootinated as no 

provision has been node for the free boarding and lodging of the 

doQi^stic s e r v a n t s , Ho^rever, i t idJJ. not ocka any difference in 

the eatixutes of total expenditure as food part ha3 boon taken 

care of under food group a:^ rent under total erq^oiiiiture on 

house ront, '̂ 

House rontt I t is the sua total of tho actual and the 

i c ^ t od gross rent of urban and rural house property. The gross 

r e n t js worked out by add ing tho cost of repair cjad maintenance 

to tlie net rental incomo vMch i s given In the CSO* s v/hite pr^er 

on national incono, 

Amusoî iGnt: This includes mainly the e::^cnditxire on Cinenr. 

theatres e t c , anf. lias boon-taken on the basis of the liSS data on 

cntortrlrn.nts for the yaars 1952-53, 1955*-56 end 1957-58, 

5/ The d i f f r . r e n t services i n c l u d G d hero are medical, G C 1 U C C . U O : ^ : 
legc l , rel igious, sanitary, barbers etc. 
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Ths figures hr.ve b-eii ^.djust.d for e:ppcndituro on toys , Sport 

goods etc, uhich ax-^ includ.od xmder entertainments in IBS, 

Services of 'rovornracait IIr4-:?loYccs5 Ther̂ c are measured by 

tho sum total of v/ogjs, salar ies, etc , paid to a3J. govormcnt 

employi3GS engaged in public admlaiistration, Uo have estlmatod 

thorn by deducting tho vagcs, sa.lcj?ies etc, paid^ to persons 

ongagod in nev construction in the public sector from tho licomG 

orginating in govei-n^.ort services (administrction) e^ given in 

the CSO's uiiite paper on natioivl incomo. 

The estimates of avai labi l i ty for co:isumption of 

c-ifforont goods and scrvicos arc given in greater details in 

the folloijine tables . 



T a b l e 1 ; J is t imat td o i t h e d i f f e r e n t a g r i n u l t u r a x p r o d u c t s a v a i l a b l e f o r consuiapt io i i ( vp . luc ) 

S2I 
i t e m 

5 , — , : , ( i n Rs, m i l l i o n ^ 
p r i c e i n 50-;.1 1-^50-51 S1- '52 ^7-^-^ S'^-'S^ S4-S^ ^ S - ^ ^ ^f-Z^l SR-^Q SQ-fiO hC-f^i 

U n i t v a l u e Pw>. 
, 63-64 

U n i t v a l u e Pw.. . • 
' F T r3 j (4) (5) (6) •(?) (8) (101 h l l .(12) d j j (14) ( l^i /16^ -frTT 

I 

I 

1• C e r e a l s 
2 . P i a s e a 
3- O i l s e e d s 
4 . Coconuts 
5. Copra 
6 . Sugarcane 
7. Co t t on 
a. Tobacco 
9. C h i l l i G 9 
10 .B l a ck p e p e r 
1 t . B e t e l n u t s 

^^'.'lirSerlc 
14. Card amom 
15 - Other ' s p i c e s 
16. Banana 
f?. Papaya 
18. Swef^t p o t a t o e s 
19 . P o t a t o e s 
20- T o p i o c a 
2 1 . C a s h e m u t s 
2 2 . O ther f r u i t s 
23- 0th:;;r v e g e t a b l e s 
24 . O ther f o o d c rop 

tonne 

n 

t h . n o 
tonne 

Eg . 
tonne 

M 

tl 

II 
It 

quanta l 
tonne 

M 

Tl 

M 

II 

II 

It 

It 

11 

492 
5 2 3 
958 
ISO 

1620 
442 

2000 
20 

2800 
4500 
4515 
3200 
2040 
.2085 
3216 

690 
690 
344 
413 
344 

1650 
690 

21520 
4221 

421 
322 

76 
1733 

96 
3840 

885 
24 

7 1 6 
43 

279 
40 

979 
1154 

89 
223 
494 
373 

18 
1931 
2437 

560 

21358 
4189 

413 
300 

71 
1604 

96 
2540 

888 
34 

781 
39 

267 
40 

1118 
1135 

98 
336 
509 
372 

57 
1994 
1962 

510 

23301 
4519 

393 
298 

70 
1341 

96 
3660 

729 
45 

746 
51 

1'90 
44 

925 
936 

70 
263 

591 
490 

2056 
1838 

710 

26366 
5084 

449 
349 

83 
1206 

96 
4280 

779 
48 

716 
39 

207 
44 

895 
912 

47 
378 
531 
591 

14 
2403 
1653 

750 

25830 
5282 

528 
347 

83 
1673 

96 
3780 

978 
52 

730 
39 

242 
46 

846 
955 

61 
449 
524 
533 

18 
2397 
1571 

710 

25505 
5340 

464 
380 

89 
1578 

96 
4720 

912 
64 

870 
43 

276 
48 

1128 
1079 

110 
307 

554 
526 

30 
2452 
1679 
• 720 

2 7 0 0 6 
5544 

508 
4QO 

94 
1772 

96 
4660 

897 
52 

922 
43 

300 
55 

1285 
1067 

110 
322 

513 
480 

14 
2471 
1686 

710 

25633 
4613 

437 
405 

96 
1766 

96 
3300 

902 
57 

866 
43 

235 
59 

840 
1129 

125 
308 
595 
505 

77 
2503 
1725 

680 

29441 
6035 

497 
414 

99 
1957 

96 
4720 

841 
62 

836 
39 

192 
59 

833 
1172 

130 
282 
698 
517 
107 

2497 
1804 

690 

29313 
5403 

413 
418 

99 
1986 

96 
4280 

907 
24 

914 
43 

168 
62 

910 
1215 

111 
362 
814 
572 
86 

2516 
1826 

690 

31168 
5811 

449 
417 

99 
2838 

96 
4460 

939 
48 

1175 
46 

171 
62 

917 
1234 

110 
351 
818 
579 

. 95 
2516 
lo20 
700 

31950 
5376 

476 
;02 
96 

2596 
96 

5140 
950 

28 

46 
176 
64 

917 
1253 

118 
531 

759 
557 

95 
2540 
1844 

700 

30514 
5225 

490 
404 

96 
2510 

96 
5040 
1061 

24 
1192 

54 
182 
64 

917 
1259 

117 
328 
993 
529 
137 

2521 
1854 

700 

32336 
4519 

489 
404 

96 
2826 

96 
4480 
1043 

17 
1201 

54 
184 
64 

917 
1259. 

113 
338 

733 
542 
123 

2546-
1860 

• 700 

T o t a l a g r i c u l t u r e p r o d u c t s 42504 40911 43362 47975 47770 48970 51007 98003 54068 53228 56919 57698 56307 57450 
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d i r r e r e n - t p i - j a t a i - y p j : - < j a u c t s C o t U e r tli-^a a . ^ i - i c - u i t u j r c - ) a v a i l . . " b l e r o r c o n s u i n p - t x o n U £ ^ J L u . t ) 

S l . n o . Item 

• ( i n tL i . m i l l i o n ) 
T F I B e ' 1 S T ^ 6 g - ^ ' H 550-51 5 1 -52 52-ij5"'53"54 54-5g 55 -^6 5b-57 ^7-58 5Q-59 39-60 60-61 61-62 62-63 6 > 6 4 

• Unit • va lue ' , 

in ' ( ^ ) - " - 1 5 7 . {6} {9} (10) (11) P2) ( 1 3 ) ( H ) ( 1 5 ) (16) (17) 

600 10236 10512 10788 '11064 11340 11616 11892 12036 12180 12324 12468 12612 12756 12900 

2000 1300 1310 1322 1336 1350 1364 1382 1398 1412 1434 1454 1476 1498 1520 

3000 363 372 384 593 402 414 423 432 444 453 465 474 501 495 
150 2 . 2 2 . 2 2 .4 2 . 4 2 . 4 2 . 6 2 , 6 2 . 7 2.7 2 . 7 2 . 8 3 . 0 3 . 0 3 . 2 

11 1078 1078 1078 1089 1089 1089 1089 1100 1100 1 1 1 1 1 1 1 1 1122 1122 1133 
6500 70 . 8 9 6 . 2 4 6 . 2 106.0 7 8 , 7 77 . 4 78 . 0 61 , 8 78 . 6 4 8 , 0 102 ,0 83-2 94 . 9 3 5 . 8 

20 26 20. 20 21 22 21 22 22 22 25 25 26 27 
31 3 t 2 335 291 288 316 335 316 341 372 363 360 388 388 388 31 

27 28 29 30 31 32 32 34 35 38 40 42 44 45 
1500 1164 1070 1071 1167 1180 1196 1442 1756 1517 1173 1654 1370 1425 1568 
1000 194 178 178 194 197 199 240 293 253 195 276 228 232 261 

10 10 12 13 14 14 16 18 18 20 22 24 25 25 

U 6 3 7 15011 15220 15702 16021 16361 16954 17494 17454 17184 17980 17S47 18115 18451 

I 

I 

1' 
2. 
3. 
4-
5-
6 . 
7. 
8. 
9. 
1 0 . 
1 1 . P i sh ( s u b s i s t e n c e ) 
1 2 . Other sea products 

S u b - t o t a l 

tonne, 
tt 

i4ilk 
Meat 
Po u l t r y 

Dvmg ( f u e l ) 
Wool 
Other l i v e s t o c k 
viool 
Other f o r e s t products 

F ish ( c o u i i n e r c i a l ) tonne 

th .nos 
»? 

tonne 
n 

Gxib.mtr, 

Table 3 : Sstimates of primary products a v a i l a b l e f o r consumption 
( i n R3. m i l l i o n ) 

' S I . No. Item • 1550-51 51-55'52-5? 5V54 54-55 '55-56 56-57 "D'l-b'e 58-59 59-60 60-61 61-62 62-6: 5 63-64' 

" ( 1 ) (2) (3^ ^4) (5 ) (6 ) (7 ) (8 ) (9 ) ( 1 0 ) ( 1 1 ) (12) ( 1 3 ) ( H ) (15) (16) . 

1. A g r i c u l t u r a l products 

2. Other primary products 

5 . Tota l primary products 

42504 40911 45362 47975 47770 48970 51007 46996 54068 53228 56919 57696 56307 57^50 

14837 15011 15222 15702 16021 I636I 16934 17^94 17434 17184 17980 17847 18115 13451 

57541 55922'58584 63677 63791 65351 67941 6449C 71502 70412 74899 75545 74422 75901 
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Table 4 ; Estimates of the d i f f e r e n t luaniifactured products a v a i l a b l e f o r consumption ( v a l u e ) 

S,Ko. Item 
; ^ (ill Rs. m i i i i o Y , ^ 

P r i c e In 195o-5i"51-52 52-5^ 53-54 54-55 55-56 56-57 57-58 58-59 59-60 60-61 6 1 -62 62-65 05-64 
1960-61 
Unit Value 

U) ( 5 ) (6,^ ( 7 ) ' ( 8 ) ( 9 ) ( 10 ) ( 1 1 ) ( 12 ) ( 1 ; ) (14J ( 1b> (VJY2 m 
I Pood,dr inks & tobacco 

1. Su^ar tonne 11 20 1187 1 3 1 c 1 8 5 5 2027 1926 2173 2 2 2 9 2285 2330 2262 2 3 7 4 2498 2610 3013 
2. S a l t tl 100 2 2 7 231 235 239 234 '248 253 258 264 270 276 282 287 293 
3. V/heat f l ou r It 520 252 2 5 7 270 2 5 6 226 25^ 287 382 429 471 506 592 606 7 3 3 

4. Vanasapat i ghee 
It 2 9 9 2 500 539 .595 601 655 7 9 3 769 901 901 984 1002 996 1068 11-61 

5 . Vegetab le o i l s II 2250 2205 2228 2092 2385 2812 2542 2902 2902 3105 2745 3060 2925 3218 30 60 
6. Tea » - ^ 7 0 0 445 5 2 4 502 370 496 6 2 7 422 650 598 621 690 826 701 7 ^ 
7 . C o f f e e IT 5000 90 95 95 110 90 130 135 150 135 195 170 185 145 190 
8. F r u i t s & veg t . preserved tf 280C 28 28 28 28 34 39 64 7 3 76 90 1 1 2 126 140 154 
9. B i s c u i t s IT 4500 63 72 54 50 50 54 63 76 81 90 108 117 1 3 0 144 
10.Confect ionary M 4000 40 48 40 36 32 32 40 44 40 56 68 72 72 80 
11 . i . l c o h o l i c beverages — — 190 200 205 210 2 1 5 225 235 250 265 280 300 320 340 360 
12.Kon-a lcol io l ic beverages — 60 65 70 80 85 90 100 110 120 130 140 150 160 
13-Other food products — — 875 900 925 956 S75 1000 1030 1 0 5 0 ' 1 1 0 0 1150 1200 1250 -1350 1450 
14'. C i g a r e t t e th.no .27.5 632 605 522 52^ 550 660 742 798 852 908 •1645 1 1 0 0 .1123 1128 

Sub - tota l 6794 7102 7492 78^8 8425 8860 9261 9919 10286 10242 11041 11428. 11945 12684 

I I T e x t i l e s 
1 . Gotton c loth 
2. Woollen c l o th 
3. Woollen y a m 
4 . Ar t s i l k f a b r i c s 
5* Pure s i l k f a b r i c s 
6. Hosiery & other kn i t ted 

gooda 
7 . Other t e x t i l e products 

C l n c l . t a i l o r i n g ) 

th-.mtr.i3OO 
meter 21 
Kg. 29 
th.mtr2600 

" 6500 

4038 5190 6464 
244 267 283 
85 71 73 

520 767 491 
73 74 

125 130 13* 

486 564 

6855 6881 7 2 7 4 7326 7567 7782 7766 7795 8412 8390 • 9001 

301 317 326 349 351 336 2 9 4 ??5 302 391 330 
9i 105 115 1 4 5 165 • 145 142 145 190 228 288 

63*̂  819 894 1144 1108 993 1264 1331 1 3 0 5 1 3 5 2 • 1435 
75 88 91 88 94 97 1 0 3 . 9 9 109 116 115 

140 " 145 155 165 "175 200 225 2 5 0 270 290 .320 

6oa 6 2 7 6 6 4 691 710 7 1 6 735 742 794 808 8 6 9 
^ • 7 1 A 1 n 1 "Tn 1 f -:?/=iQ 1 0 6 3 7 1 1 3 0 2 1 1 '575 1245B 
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i i i : liLZ 121 'jJDZziirzj 

I 

I I I l e a t h e r and rubber products 

3. 
4. 
5. 
6 . 
• • 
6. 
9. 

per p a i r 6 , 5 
th.no 5600 

" 2250 
125 
25 
80 
15 

2 

no. 
tt 

1, Footwear 
2. B i cyc l e tyre 

B icyc le tubes 
Car tyre 
Car tubes 
d coo t e r , rue tor cycle tyre " 
scooter ,motorcyc le tubes " 
Dipped rubber goods Doz. 
Repai r of shoes e t c . -

10.Other rubber & l e a t h e r 
products -

S u b - t o t a l 

IV Paper and wood products 

1. Matches th .doz . 
2. Paper tonne 
3« Wood, furni ture and 

f i x t i i r e s 
4- Penc i l s th.no 
5, Other s t a t i ona ry 
6, P r i n t i ng & binding 
7, Other paper and wood 

products -

S u b - t o t a l 

V Other non -meta l l i c products 

1 - ?oap tonne 
2 . Dru^s & pharmaceutical 

iCar 0 a one o i l th . 1 t r . 
.iotor s p i r i t " 
3oft col:e tonne 

4. 
5. 

624 
18 
9 

14 
3 
2 

20 
40 

670 
21 
10 
14 
3 
2 

25 
42 

670 
17 
8 

14 
3 
2 

26 
44 

689 
21 

9 
15 

3 
2 

27 
48 

754 
23 
11 
16 

3 
2 

41 
52 

780 
26 
10 
18 
4 
2 
1 

48 
57 

812 
30 
12 
19 
4 
3 
1 

46 
62 

825 
21 
12 
21 

4 
4 
1 

44 
68 

845 
35 
15 
24 
5 
4 
1 

49 
75 

884 
41 
18 
25 

5 
5 
1 

61 
82 

942 
45 
2 5 
27 

6 
6 
1 

6 3 
90 

• 988 1055 1053 
46 50 62 

21 
32 

6 
8 
2 

5'1 
105 

2 3 
30 

6 
7 
1 

50 
98 

— 7 5 85 80 85 95 100 107 100 116 130 145 146 

805 872 864 897 9 9 7 1046 1096 1100 1 1 6 9 1 2 5 2 13 5 0 1395 

750 244 260 ^87 264 280 313 322 289 315 367 3 3 9 308 
2500 58 68 70 70 85 95 100 110 132 158 175 182 

- 50 51 52 54 56 58 60 63 67 72 76 80 
125 2 2 2 3 4 6 8 9 11 12 14 14 

— 5 5 6 7 7 8 9 11 13 15 18 20 
. 290 310 330 345 360 380 400 430 455 485 490 465 

- 70 7 3 76 80 85 90 95 100 105 .117 128 140 

71S 769 823 823 877 950 994 1 0 1 2 1090 1226 1240 1209 

2250 491 522 531 553 558 596 626 654 682 720 7 5 8 792 - 718 552 766 836 884 940 975 1024 996 1046 1164 1 3 1 0 
•̂+10 408 

•152 
4 7 4 5 2 9 560 6 ? 3 906 800 727 818 841 1 0 9 3 

750 176 226 219 242 220 249 256 297 2 4 9 24̂ ^ •̂66 27C 
80 67 65 66 76 7 9 85 85 88 91 51 90 94 

288 
200 

85 
13 
24 

5 1 5 

o i 2 
1 3 1 1 
1 3 ^ > 

3 i 2 
1 1 0 

90 
1 3 
30 

5 4 5 

155 170 

1 "y^h-
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(Tab le 4 c o n t , ) 

( 0 ) ( 1 ) ( 2 ) (4 ) i 5 ) ( 7 ) ( e ) (9 ) ( ] 0 ) (11) ^1?^ (13) (14) (i15) ( l b ) i l . ' ) 

6 , S l e c t r i c i t y th.kwh 180 116 132 140 154 170 191 211 248 279 312 338 383 433 477 
?• Other t o i l e t s - — 51 60 66 78 80 88 98 104 110 120 135 155 170 195 
8, G lass bang les Kg. 6 90 93. 93 95 96 96 99 i02 i05 103 111 114 117 120 
9. Other g l a s s products tcime 1000 13 15 18 18 22 26 28 32 39 37 37 40 42 45 
10.Earthenware & pot te ry — - 125 128 130 133 136 140 144 150 157 165 175 185 200 220 
11,Sports goods evd toys — - 15 17 18 20 22 25 29 38 42 48 58 65 75 
1 2 . P l a s t i c & c e l l u l o s e 

38 58 65 75 

products 5 8 12 18 25 32 40 48 58 67 100 116 140 160 

S u b - t o t a l - - 2275 2570 2543 2732 2852 3091 3499 3561 3531 3871 4163 4618 5065 5211 

VI M e t a l l i c products 

1. Se-wing machines ^ no. 180 8 11 11 12 15 18 25 31 28 38 44 46 46 42 
2. E l e c t r i c fans no. 160 22 24 21 2 3 27 30 42 57 68 99 1 1 0 112 118 93 
3 . e l e c t r i c lamps th.no .1250 18 20 27 25 30 35 40 39 39 44 52 58 7 4 86 
4 - M in ia ture lamps th.no . 330 5 10 8 6 5 10 10 8 6 8 11 12 1 3 15 
4 . E l e c t r i c tubes no. 7.50 4 3 4 6 7 8 10 10 8 9 12 15 18 22 
5. Radio r e c e i v e r s no. 280. 26 35 29 25 23 27 48 62 60 70 8 3 99 106 1 1 9 
7. Razor b l ades th.no 30 1 - 1 5 5 10 9 12 14 18 21 21 24 
a. Hi irr ican l an te rns no. 4 13 16 14 18 20 21 20 16' 14" 19 21 22 23 20 
9 . Enamelwares th.no 1250 5 5 . 7 6 10 10 9 9 9 9 9 16 18 21 
|o.Stoves and pa r t s no 20 5- 5 5 6 6 7 8 10 12 14 18 22 23 26 
t1.Oomstic r e f r i g e r a t o r s no 1650 5 11 6 7 8 9 11 6 6 9 16 15 20 28 
f2<ii.ir cond i t ioners and 
( wa te rcoo le r s no* 2000 -, — - - - 3 7 13 14 11 13 16 19 14 
13.Cars no. 13500 108 155 78 70 122 180 181 186 148 186 209 209 197 174 
14.Scooters e t c . no* 2500 8 8 6 9 , 6 16 23 45 32 33 85 98 80 56 
15»-h.utomobile a n c e l l i a r i e s - - 9 9 9 9 10 11 12 14 16 17 19 21 24 26 
16•Bi cy c le comple te no. 160 42 66 67 63 82 107 142 183 169 191 212 214 233 212 
17.Bicyc le pa r t s - — 16 2 3 22 18 2 9 31 33 33 28 27 3r 57 60 70 
.18.Repair of b i c y c l e and 

a.utouLobH« 13 16 20 24 28 35 46 55 65 76 86 100 

_ / -

113 127 



<-ori-t. ) 

( 2 ) ( 5 ) w {^} {0} (10 ) ( 1 0 (12) (1?) 0 4 ) (A5) v'.c) 117) 

1 9 . Clock and watches no. 90 99 104 40 69 105 160 152 119 16 27 18 14 11 18 
2 0 . Typewr i ters no . 850 8 8 8 5 4 14 20 19 8 9 10 14 15 18 
21. Thencos f l a s k no. 10 2 2 2 3 5 6 6 9 15 13 16 15 18 
22. Dry c e l l s th .no . 333 29 30 26 32 31 36 42 35 36 40 45 45 48 53 
23. Storage b a t t e r i e s no. 300 20 22 16 19 22 21 30 35 35 43 48 48 50 63 
24. Domeetic u t e n s i l s Kg. 10 445 460 475 49d 505 520 535 560 590 620 666 680 715 750 
25. F lash l i g h t torches th ,no . 4320 3 4 5 5 6 8 9 11 12 24 28 32 37 43 
26. S t e e l f u r n i t u r e - - 38 39 41 43 46 48 50 52 54 59 62 68 72 80 
27. Umbrel las Doz. 75 46 50 54 57 63 69 76 85 94 104 117 125 13a 150 
28. Gut t l e ry and domestic 

13a 150 

hardwares - — 10 10 12 14 16 19 21 25 28 33 37 50 60 70 
29. Prec ious metals and 

70 

j e w e l l e r y - 510 515 525 535 550 ' 565 580 598 651 682 652 650 650 650 
30. E l e c t , houB ehold 

650 650 

app l i ances - - 8 8 9 10 11 13 15 18 22 26 30 35 40 50 
3 1 . S c i e n t i f i c instruments - - 5 6 7 a 8 9 10 11 13 15 25 28 35 45 
32. Mus ica l instruments — — 5 6 7 8 10 11 13 15 16 18 20 22 25 30 

S u b - t o t a l - - 1535 1682 1561 1631 1813 2181 2236 2375 2318 2689 2825 2930 3117 3213 

Other consumer g o o d s ( n . e , s ) 1760 2000 2140 2270 2400 2560 2705 2820 • 2870 2970 3120 3310 3450 3660 

To t a l : (manufactured products ) 19534 21988 23522 24925 26346 28097 29699 30957 31541 32579 34376 36322 37918 40139 



Table 5 ; EstiiL^-tod oi" a i f f e r o r i t s e r v i c e s a v a i l i . L l ^ xor c o u o U - H t i ^ n 

( va lue i n Rs. m i l l i o n ^ 
31.No. Item l950-t? i 5 1 - 5 2 5 2 - 5 5 5 3 -54 5 ^ r -55 5 5 - 5 0 ' j 6 - 5 7 5 7 -58 58-59 59-60 6 0 - 6 1 51-62 62-63 63-^^4 

(Oi ( 1 ) 12) (4 ) { ^ ) {V (̂ ) ( 1 0 ) ( 1 1 ) : i 2 ) ( 1 5 ) (14J 

1 . TrariGport aer '/icea 

A . Rai lway t r anspo r t 
B. Motor t r anspo r t 
C. A i r t r anspo r t 
B. Other t r anspor t 

1102 
863 

5 3 
104 

1058 
874 

5 7 
1 0 3 

1000 
975 

5 r 
105 

1001 
1019 

53 
107 

1 0 3 7 
1043 

:o 
n o 

1055 
1163 

6 9 
118 

1137 
1191 

9 1 
125 

1179 
1108 

105 
1 2 1 

1162 
1458 

116 
127 

1263 
165< 

127 
1 4 ! 

1 3 3 4 
1738 

151 
138 

1410 
1 8 5 5 

171 
1 4 2 

146^5 
1 9 0 6 

195 
148 

15 4 
1S7j 

2,-^7 
1 5 : 

S u b - t o t a l 2122 2092 2 1 3 2 2180 2 2 5 0 2405 2544 2516 2863 3165 3361 3 5 7 8 3714 5926 

2. OomrDunication 173 181 195 204 2 1 1 2 2 9 249 256 275 292 3O8 331 ^75 421 

5 . P r o f e s s o n a l & l i b e r a l a r t s 4420 4700 4890 4990 5080 5270 5460 5840 6210 6490 6960 7440 7 9 0 0 8 4 7 0 

4 . Domestic s e r v i c e s 1300 1400 1300 UOO 1400 1 4 0 0 1500 1600 1700 1800 1900 2100 2200 24U.. 

5. House p roper ty 5125 5125 5375 5500 5625 5750 6000 6 1 2 5 6 2 5 0 6500 6625 6875 7000 

6 . Government s e r v i c e s 3560 5480 360C 3B40 1020 4320 4740 5520 5940 6240 6840 7740 8400 96.A. 

7 . Amusements ( i n c l . cinema) 440 4 4 5 450 460 470 485 500 520 540 570 600 630 615 700 

Tota l ( S e r v i c e s ) 
• r . 1 1 

16940 17423 17942 18574 1 9 0 5 6 19859 20993 2 2 3 7 7 23778 25057 26594 28694 30204 3 2 7 2 ; 

I 
CO 



da .±x\, i -^xit a^r icuit-o-al pxuauots .uvuilablv,- f o r coasuiLptioa (QuaJatity) 

Uni t 1950-51 51-52 52-53 53-54 54-55 55-56 56-57 57-58 ^8-59 59-60 60-61 61-62 62-63 03-64 

( 1 ) ( 2 ) (3) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 1 0 ) ( 1 1 ) ( 1 2 ) ( 1 3 ) ( U ) ( 1 5 ) ( 1 6 ) ( 1 7 ) 

? 

1. Cerea ls - ' 
2. Pu l s e s 
3 . O i l seeds 
4. Coconuts 
5. Copra 
6. Sugarcane 

Cotton 
$• Tobacco 

C h i l l i e s 
0 . B l ack peper 

11 • Betelnuts-
2 . Ginger 
3 , Turmeric 

14* Cardamom 
1 5 . Other s p i c e s 
16 . Banana 
1 7 . Papaya 
18- Svjeet potatoes 
19- Pota toes 
2 0 . Topioca 
21< Cashewnut 
2 2 . Other f r u i t s 
23. Other v e g e t a b l e s 
24^ Othor food crops 

m. tonnes 

th . tonnes 
m i l l i o n no 
t h . toimes" 

Rs. 

4 3 . 7 4 4 3 . 41 47^36 53-59 52 ,50 51-84 5 4 . 8 9 
8 .07 8 . 0 1 8 . 6 4 9 . 7 2 1 0 . 1 0 1 0 . 2 1 1 0 . 60 
4 3 9 431 410 469 551 484 •530 

1 7 9 1 1669 1655 1940 1928 2113 2224 
4 7 44 4 3 5I 51 55 5 8 

3931 4082 3 0 3 5 2729 3785 3570 4008 
48 48 48 48 48 48 48 

1 9 2 127 183 2 1 4 189 236 233 
3 1 6 , 314 260 278 350 326 32O 
5 . 3 ' 7 . 7 1 0 . 1 10,6 1 1 , 6 1 4 . 2 11.6 
1 5 9 173 165 159 162 193 204 

13 1 2 16 1^ 12 13 1 3 
1 3 7 131 93 102 119 135 147 

1 9 19 • 21 21 22 . 23 2 7 ' 
289 348 288 278 263 256 4OO 

11 1674 1647 1359 1323 1386 1566 1548 
" 1 3 0 142 102 ; 68 8 9 159 159 
" 648 976 - 765 t098 1305 891 936 

1 1 9 7 1 2 3 3 1 4 3 1 '^408 1269 1341 1 2 4 2 
" 1098 1080 1 4 2 6 1 7 1 9 1548 1 5 3 0 1395 
" • 1 1 34 - i 9 9 18 9 
" 2799 2889 2 9 7 9 3483 3474 3 5 5 5 3582 

7065 5688 5328 4906 4 5 5 4 4869 4887 
m i l l i o n 585 508 710 749 706 718 712 

th.t juantala 
t h . tornies 

5 2 , 1 0 ^ 
8.87 
456 

2249 
5 9 

3996 
48 

t65 
322 

1 2 . 7 
192 

13 
IU -

28 
261 

1638 
182 
896 

1440 
1467 

47 
3627 
5004 

678 

5 9 . 8 4 
1 1 . 5 4 

5 1 9 
2301 

61 
4427 

4 ^ 
2 3 6 
500 

1 3 . 8 
185 

1 2 
94 
28 

275 
1701 

190 
819 

1 6 9 2 
1503 

65 
3618 
5229 

692 

5 9 - 58 
10.33 
431 

2 3 1 9 
61 

4494 
48 

214 
324 
5 . 3 
202 

13 
8 3 
29 

283 
1764 

161 
1053 
1971 
1665 

52 
3 6 4 5 
5292 

690 

6 3 . 3 5 
1.1.11 

4 6 9 
2 3 1 9 

61 
6421 

48 
2 2 3 
335 

1 0 . 5 
260 

14 
84 
29 

285 
1791 

159 
1022 
1980 

1683 
58 

3645 
5274 

700 

6 4 . 9 4 
1 0 . 2 8 

4 9 7 
2 2 3 4 

5 9 
5874 

48 
2 5 7 
339 
6 .4 
263 

14 
86 
30 

285 
1818 

171 
702 

1836 
1620 

58 
3681 
5346 

700 

62,02 
9 . 9 9 
511 

2246 
59 

5680 
48 

252 
379 
5.2 
260 

17 
89 
30 

285 
1827 

170 
693 

2 4 0 3 
1539 

8 3 
3654 
5373 

700 

66.74 
8 . 6 4 
510 

2246 
59 

6 3 9 5 
48 

2 2 4 
372 
3 .8 
266 

17 
90 
30 

285 
1827 
171 
720 

1776 
1575 

77 
3690 
5 4 0 9 

700 



,-:ru3c 7 : S s i imates of d i f f e r e n t primaiy prcu-auts (o l i ie r Ui^n r .5 r ipu l ture ) avaiXaDle fo r \">nf3VLiiptJ.::_i 

o 

I 

Unit 1950-5i 51-52 52-53 5 5 - 5 4 54-55 55-56 56-57 57-58 58-59 59'r60 60-61 61-62 62-63 63 -64 

( 1 ) ( ? ) (3J - (̂ ) iv ( 3 ) (?) (10 ) ( i n ( 1 2 ) (13) (14) (15) (1'^') 

ml.tonnea 17.06 i7.52 18.44 I d . 9 0 19.36 19.82 20.06 2 0 , 3 0 20.54 2 0 .78 21.02 21.26 2 1 , 50 

2. Meat th.tonnea 650 655 661 " 668 675 682 691 699 706 717 727 w 3 e 749 760 
t 
3. Poultry Mi l l ion no 121 124 128 131 134 1 3 3 141 144 148 151 155 158 167 165 

15 15 16 ,16 16 17 17 18 18 18 1 9 20 20 21 

5, Dung ( fue l ) mV. tonnes 98 98 98 99 99 99 100 100 101 101 102 102 103 1 0 3 

6. Wool th» tonnes 1 0 . 9 14.8 7.1 1 6 . 3 12.1 11 . 9 12,0 9 . 5 1 2 . 1 7 . 5 1 5 . 7 12.8 14.6 1 3 . 2 

7, 0?her l ivestock Rs, mi l l ion 20 20 20 20 21 22 21 22 22 22 25 25* 26 27 

8. Wood mil. cub.mtr. 12.0 1 0 . 8 9.4 9-3 10.2 10.8 1 0 .2 11.0 12.0 11,7 11.6 12.5 12,5 12 . 5 

9* Other forest products Rs. mi l l ion 27 28 29 • 30 31 32 32 34 35. 38 40 42 44 45 

10. Pish{commercial) th. tonnea 776 7 1 3 714 778 787 797 96t 1171 1011 782 1 1 0 3 913 950 1045 

11. J-ish. (Subsistance) 194 178 178 194 197 199 240 293 253 195 276 228 232 261 

1 2 . Other sea products lis. mi "11 ion 1 0 10 12 1 3 14 14 16- 18 18 2 0 22 24 25 25 



a i i r c ^ x - e n t m a n i i X a c t u r p T O d u c t a a v a i l a b l e i"or corxsuirp-tlon. VW^anXl^y; 

3.Wo. Items Uni t 1950-51 51-52 52-53 53-54 54-55 55-56 56-57 57-58 58-59 59-60 60-61 61-62 62-63 63-64 

( 1 ) ( 2 ) P) ( 4 ) ( 5 ) ( 6 ) . ( 7 ) ( 8 ) ' ( 9 ) (10) (11) (12 ) (13) ( u ) ( 1 5 5 . ( l 6 ) hi) ' 

I Pood ,dr inks & tobacco 

1 . 
^ 2 , 

3 . 
4 . 
5 . 

th.tormea Sugar 
S a l t 
Wlieat f l o u r " 
Vanaspat i ghee " 
Vege t ab l e o i l s " 
Tea " 

. Cof fee " 
8. F r u i t s 8c v e g e t a b l e ( p r e s e r v e d ) " 
9, B iscx i i ts 
10 .Confect ionary 
1 1 . A l c o h o l i c beverages Rs. 
1 2 . ^ o n - a l c o h o l i c beverages 
1 3 . Other "food products 
1 4 . C i g a r e t t e s b i l l i o n Wo 

e . 
7 . 

>i 

m i l l i o n 
11 
tl 

1060 1170 1660 1810 1720 1940 1990 2040 2080 2020 2120 2230 2330 2690 
•2270 2310 2350 2390 2340 2480 2530 2580 2640 2700 2760 2820 2870 2930 

485 494 520 492 435 485 552 735 825 906 974 1138 1166 1409 
167 180 199 201 219 265 257 301 301 329 335 333 357 388 
980 990 930 1060 1250 1130 1290 1290 1380 1220 1360 1300 1430 1360 
78 92 83 65 87 110 74 114 105 1 0 9 121 145 123 1 3 3 
18 19 19 22 18 26^ 27 30 27 39 34 37 2 9 38 
10 10 10 10 12 14 23 26 27 32 40 45 50 55 
14 16 12 11 11 12 14 17 18 20 24 26 29 32 

10 12 10 9 .8 8 10 11 10 14 17 18 18 20 
i90 200 205 210 215 225 235 250 265 280 300 320 340 360 
60 65 70 75 80 35 90 100 110 120 130 140 150 160 

875 900 925 950 975 1000 1030 1050 1100 1150 1200 1250 1350 1450 
, 23 22 19 19 20 24 27 29 31 33 38 40 41 41 

I I T e x t i l e s 

1 . 

3: 
7 . 

Cotton c l o th ml.meter 3106 3992 4972 5273 5293 5595 5635 5821 5986 5974 5996 6471 6454 6924 
Woollen Cloth ' 11 ^2 13 14 15 15 16 17 17 16 14 13 14 19 18 
Woollen yarn m i l l i o n kgs 3 3 3 4 4 5 6 7 6 6 6 8 9 12 
Ar t s i l k f a b r i c s ml.meter 200 295 189 244 315 344 440 426 382 486 512 502 520 571 
l u r e s i l k f a b r i c s " 11 11 12 12 14 14 14 14 i5 16 15 17 18 18 
Hos i e ry & other kn i t t ed * 

goods Rs. m i l l i o n 125 130 1 3 5 140 145 155 165 175 200 225 250 270 290 320 
e the r t e x t i l e products 255 325 375 405 415 440 460 475 480 490 495 530 540 580 

I I I Leather & rubber 
products 

1 . Footwear 
2 . r i c y c l e byre 
3-» ' •-cycle tubes 
4. O r ty i e 
5. - "(^ubos 

ml. p^ l r a 96 103 103 106 116 120 125 127 130 136 145 152 162 16'-^ 
mil. iion no. 3.3 3.7 3. 1 3.7 1 7 

-I • 1 3 .3 C.2 1.4 8.1 6 . 1 9.0 11.0 
It 3 . 8 • 4.4 3.7 3.S 4 .7 4.6 > • -r 5.5 6.5 3.2 1 1 . 2 iO.2 9.4 9-9 

th. no. 111 1 t2 116 120 128 U l i 5 ^ (71 1C8 197 219 r55 -•'If 
n 111 112 116 120 "1 28 i n •.53 171 168 1 9 7 -̂19 9 - f 5 2 ( -



T2T- TTf ( 4 ) 

?.o ao 22 
7-- Scoot jr,motw.^ cycle t>a.>e8 " 20 20 
8 . Dipped ruLte i goods m i l l i c n no. i 48 156 
9, Repa i r - f e- 'r, mi l l . lcn 4C * 42 44 
10.Other rubber arid le^ithyr 

products '* • 75 85 GO 

IV Pape** arid wood prou\?cts 

1. Watches m i l l i o n doz.325 347 38*5 
2 . Paper th , tonnes 23 27 28 

3'. Wood, furn i ture and 
f ixt iares — te. m i l l i o n 50 51 52 

4. P e n c i l s m i l l i o n no 16 18 • 20 

5. Other s t a t i o n a r y fc. m i l l i o n 5 5 6 
6. P r i n t i n g 8c b ind ing II 290 310 3:>0 

7 . ether paper sind wood 
products 1] 70 73 76 

V Other non -meta l l i c 
products 

Soap 
Drugs & pharmaceut ica ls 
Kerosene o i l 
Motor s p i r i t 
Sof t coke 
J i l e c t r i c i t y 
Other t o i l e t s 
G-lass bang les 
Other g l a s s products 

.Sarthernware «& po t t e ry 
.Spor t s goods &toys 
. P l a s t i c & c e l l a l o s e 
prod, l i e "t a 

th^ tonnes 
Ss, m i l l i o n 
ml. l i t r e 

>i 

th . tonnes 
th.kwh 
Rs. m i l l i o n 
m i l l i o n kga15.0 
th«tonnes 13.0 
Rs. m i l l i o n 125 

15 

218 
718 
995 
235 
836 
645 

51 

232 
852 

1102 
301 
814 
731 

60 
15.5 
15-3 

128 
17 

8 

23^ 
786 

1156 
292 
834 
777 

66 
15.5 

18 
12 

237 
836 

129C 
322 
952 

^855 
• 78 
f 5 - 8 

i a 

•T9T̂ - ( 1 3 ) 

112.3 
1 .2 .5 

:^15 
. 15 

?^ 
25 

245 
52 

31 
31 

57 

34-5 
278 

62 

44 
44 

265 
68 

50 
50 

293 
75 

^8 
5^ 

565 
82 

72 
'(••2 

378 
90 

300 

9 7 .5 
97.5 

105 

112.3 
1 .2 .5 

:^15 
. 15 

95 100 107 100 116 130 145 153 •65 

373 
34 

•r17 
38 

430 
40 

385 
44 53 63 

452 
70 

411 
73 

38 i 
80 

410 
95 

56 

'1 
360 

58 
46 

6 
:>d0 

60 
67 

9 
400 

63 
69 
11 

430 

67 
89 
13 

455 

72 
98 
15 

485 

76 
115 

18 
490 

80 
110 
20 

465 

85 
146 
24 

515 

90 

545 

85 90 95 100 105 117 128 :40 155 170 

248 
884 

'1565 
294 
991 
947 

80 
16.C 

22 

25 

265 
940 

1519 
332 

1057 
1062 

88 
16.0 

52 

279 
975 

2210 
342 

1058 
1170 

98 
16.5 
28 .2 

144 
29 

40 

282 
1024 
t9::i 
596 

1102 
1377 

104 
17.0 
5 1 . 8 

150 
34 

48 

303 
996 

1774 
332 

1142 
1550 

110 
17.3 
39 .0 

157 
38 

58 

320 
1046 
1996 
327 

1140 
1735 

120 
18 ,0 
3 6 . 6 

165 
42 

67 

357 
1164 
2051 

555 
1122 
1878 

135 
18.5 
57.4 

175 
48 

TOO 

352 
1510 
2665 

571 
1181 
2128 

i55 
19.0 
40 .0 

185 
58 

116 

561 
1511 
3300 
416 

1578 
2407 

170 
19.5 
42 ,0 
.200 

65 

140 

382 
1336 
3064 
463 

1494 
2652 

i95 
20.0 
45-0 

220 
75 

160 



.T7— 

VI MstaJ l i c products 

- { 3 } - ( 4 ; " 1 5 ) " ( 6 ) ( 1 0 ) ( 1 2 ) . 1 3 ) ( 1 5 ^ ( 1 6 ) \17) 

1• Sewing machlnea th . no. 45 62 59 67 82 102 139 172 156 210 245 255 257 235 
2 . RTectr ic fans th . no. 140 150 132 146 171 185 264 356 428 617 668 699 737 581 
3. B l & c t r i c lamps m i l l i o n no . 1 4 . 5 16.1 21 . 3 19 . 9 23 . 6 27.8 52.2 31.1 51.1 35 - 3 41 . 9 4 6 , 8 59.1 68 . 9 

4 . Miniatiore lamps n 16 . 1 3 1 . 0 25 . 6 19.6 16.4 3 0 . 7 30 . 9 23 . 9 18,8 2 3 - 8 5 1 . 9 35 . 0 40 . 0 45 . 0 

5 . E l e c t r i c tubes It 0 . 5 0 . 4 0 . 6 0.8 0 . 9 1.11 1.26 1-31 1.05 1 .17 1 .66 1.95 2 ,46 2.87 
6, Radio r e c e i v e r s th . no. 92 126 103 88 81 131 170 220 215 250 294 355 377 426 
7 . Razor b l ade s m i l l i o n no . 1 5 18 11 38 175 166 5 3 5 301 391 4 6 8 600 693 695 795 
3 . Hurr icane l a n t e r n s M 3 .2 4 . 0 3 . 5 4 . 5 5 . 1 5 . 3 5 . 1 4 . 1 3 . 7 4 . 8 5 . 2 5 . 5 5 . 6 5 . 0 

9* Enamelwares II 4 . 2 3 . 8 5 . 5 4.8 8 . 0 8.5 7 . 3 7 . 6 7 . 6 7 . 5 7.2 1 2 . 5 14.8 16.8 
10.Stoves & p a r t s t h . no . 2 0 0 210 2^5 250 280 507 366 382 464 552 745 898 945 1100 
11.Domestic r e f r i g e r a t o r s 
12 .A i r conditior^' ' i&vatercoc 

n 3 . 2 6 . 4 3 . B 4.1 4 . 6 5 . 2 6.4 3 - 5 3 . 6 5.4 9 .7 9 . 0 11 . 9 16 . 9 11.Domestic r e f r i g e r a t o r s 
12 .A i r conditior^' ' i&vatercoc ) l e r " - - - - - 1.4 3.4 6 , 3 7 , 2 5 . 5 6 . 5 7.8 9 . 7 7 . 0 

13.Oars It 8.0 1 1 . 5 5 . 8 5 . 2 9 . 0 1 3 . 3 13 . 4 13.3 11 .0 13.8 1 5 . 5 1 5 . 5 14 . 6 1 2 . 9 . 
14.Scooters e t c . tl 3 .0 3 .2 2.2 3 .7 2.4 6.4 9 . 3 18.1 1 3 . 0 13.5 5 2 . 9 59 . 0 31 -8 2 2 . 4 
15.Automobile a n c i l l i a r i e s fo.million 9 9 9 9 10 11 1 2 14 16 17 19 21 24 26 
1 6 . B i c y c l e complete th , no. 265 410 420 395 510 669 888 1145 1057 1195 1322 1340 1458 1326 
l 7 . B i c y 9 l e pa r t s Rs. m i l l i o n 1 6 23 22 18 .29 31 3 3 3 3 28 27 37 57 60 70 
18.Repair of b i c y c l e s and 

tl • antomobi les tl 13 16 20 24 28 35 46 5 5 65 76 88 100 113 127 
19.Clock and watches t h . no . 1100 1153 440 762 1163 2001 1692 1327 182 505 195 150 125 200 
20 .Typewr i te rs II 10 10 9 6 5 17 24 22 10 11 12 16 18 21 
21.Thermos f l a s k tt 170 180 187 490 .288 5 1 8 576 648 864 1 4 8 5 1300 1 5 6 5 1500 1800 
22.Dry c e l l s . 
23 .Storage b a t t e r i e s 

m i l l i o n no 86 91 78 95 94 108 126 104 108 121 1 3 5 
159 

156 144 160 22.Dry c e l l s . 
23 .Storage b a t t e r i e s th . no. 65 72 52 62 72 70 99 . 1 1 6 116 1 4 2 

1 3 5 
159 160 166 210 

24.Domestic u t e n s i l s th . toiines 44 46 48 49 50 52 54 56 59 62 67 68 72 75 
P5.Fl'^.Bh l i g h t torched th . no. 750 900 1100 1350 1500 1750 2000 2500 2880 5580 6510 7500 8500^10000 
2 6 . 3 ^ •Je l f^ jrniture Rs. m i l l i o n 38 39 41 43 46 48 50 52 54 5 9 62 68 .72,- 80 

27.Umbrel las th , doz . 610 660 715 765 838 920 1010 1130 1250 1580 1560 1670 1640 2000 

28-Cuttl'^;ry & domestic 
h-^.rdware R;.. m i l l i o n 10 10 12 14 1 6 10 21 25 53 37 50 60 70 

29.Precioii :3 metals and 
jtwe31yry tt 510 515 525 535 550 565 580 598 651 682 652 650 650 650 

30.iii'i ^'^t. household ?:ppliinces " 8 8 9 10 11 13 >5 l b 22 26 30 55 40 50 

3 1 . S c i e n t i f i c instruments It 5 6 7 8 8 9 10 11 13 15 25 28 35 

52.i''i'..cic:Al inst ruu . - m t w . 
Other ccr.6umer goods (n .o 

II 

. s ) " 
5 

1760 

r 
C 

2000 
7 

2140 
0 

2^70 
10 

2400 
11 

^t>60 
13 

2705 
15 

2620 
16 

2870 
IS 

2970 
20 

3 1 2 0 
22 

3310 
25 

3450 
50 

5660 



MONTHLY STATISTICS^OF tHU P;̂ 01.UCTI0N OF SLLLCTtD 
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v ; 1, sources . - The Q o n t h l y production s t a t i s t i c s in t h i s 
p^'bllcation were furnished by" the following sources : -

Industry 

1 . co&i 
2, Iron Ore 

3. S^gar' 

4. Vegetable aotl' 
Products 
(vanaspati ) 

5. C o f f e t B 
6 . Tea 

Sources T^elghta 

7. Sa l t 
•'S. Cotton anfi^Tool 
.9. Art S i lk .Fabr i c s 

10. Loons, Conplete 
Ring Spiiming 
Frames and Car
ding Engines. 

11. Jute 

Coal Contro l le r , Calcutta* •. 
Chief Inspector of Mines in India , 
Dhanbad, ond Indian Bureau of Mines, 
Nagpur* ' 
Vegetable O i l Products Contro l l e r , 
New Delh i . 
Vegetahle Oi l ProtTucts Contro l le r , 
New Delhi , 

Indian Coffee Board, Bangalore* 
Tea Board, Calcutta; United P lanters ' 
Association of SOuthem Ind ia , Coonoor; 
and Indian Tea Association, Calcutta . 
Sa lt Gonnlssloner, Jaipur . 

7.09 

Cf.38 

4.52 

0.57 
0.33 
7,42 

Text i le Conniissiover, Bonbay 

0.64 

36,47 

12. Iron and Steel 
t3. Gold 

14, i r i ec t r l o l i y 

15. Pttroleun 
Products 

16. Other 
Industr ies 

. TOTAL 

Indian Central Jute Cotsiltteei 
Calcutta, ^ 
Iron and Steel Gontrot ler , Calcutta* 
Geological Survey of India , Calcutta 
and Indian Bureau of lUnes , Nagpur. 
Central '^ater and Power Concflssion ' 
(power Wing) , New Delhi . • ^ ' 
15inistry of Petroleua* and Chealcals , 
New Delhi , 
Pepartnent of Technical Develppnent, 
New Delh i . 

5.62 

7.48 
0.53 

"*3,68 

3,79 

a i .48 

100,00 

The nonthly production of the di f ferent Industries was 
estinated by these sources fron returns received f ron occupiers 
of f ac to r i e s . The xetums were subnltted vo luntar i l y by the,^ 
producers except in the case'of coa l , sugar, vegetable o i l "* 
(Vanaspati ) , sa l t , cotton t e x t i l e s , iron and s t ee l , iron ore and 
gold where the- co l lect ing agencies have powers to c a l l for returnsf 

• 

2. Scope and coverage, - The production s t a t i s t i c s r e l a t e to 
nost najor Industrie^* Except in the case of tKe three industr ies 
•entloned below, the tab les rclal^jB to production In a l l States in 
the Indian Union other th^n Janciu and Kashnir. In the case of 
"Woollen Text i l e s " (233) , "!!atches« (3180) and T l e c t r i c i t y 
Generated" (510) , the tab les re late a lso to production in that 
State. In the case of wel l organised industries l i k e cotton and 
jute t e x t i l e s , iron elnd £tteel, and sugar, they cover alnost the 
entire output. In the case of the renaining industr ies they 
cover production of a l l except snai l units fo r which the c o l l e c 
tion of monthly, s t a t i s t i c s i s not pract icab le , Thenuober of unitt. 
to which the f igures for the l a tes t nontb re l a te are shown on the 
contents page. 

The current nonth's production of units which f a i l ed to 
subnit returns in t ine was estinated. Figures for the current 
noBth are^ therefore, subject to rev is ion . 



IN 

* • 

*>nd iddress 

2. 4t whos^ expense areJ l ) ' ^our O f f i c e 
yo ' i 3 t t e n d l n ^ thg j 
conference ? rwr l t e j 11) the nn*TX--r 
'•V9s» a ga in s t the ; 
c o r r e c t answer) ? i l l ) Your own 

3. Have yon a v a i l e d Of 
the ha l lway concess ion 
to attend the Conference _ 

4 . I f you are a t tend ing the Conference at the expense o f the 
l A W I V , o l e a s e ?ive d e t a i l s of the j ou rney , 

a) P l a c e of departure 
f o r conference . . 

b) Time and d^te o f 
dep a r tu r e 

c) '^me and date of a r r i v a l 
at 4hmedab3d 

d) -'^I'^e and date of deoar tu re 
from Ahwedebad , 

e) Tlrne and date of a r r i v a l 
at p l a c e of o r i f f ln ^ 

f ) C l a s s by which t r a v e l l e d _ 

g) Rai lway fare f eoneess lon r a t e ) 
p al d ^ . 

I'7^V'12466 
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FIFTH SESSION OF 
INDIAN ASSOCIATION R)R RESEARCH IN NATIONAL INCOME AND WEAL1H 

•PAPERS ON DEFLATION OF NATIONAL PRODUCT AND ITS COMPCfflENTS 

1. The seven papers on estimates of national product and its components 

at constant prices can be grouped into four categories: ( i ) a purely methodo

logical paper, A new approach to the problem of deflating national income by 

S. Subramanian and G.D.Mathurj ( i i ) two partly methodological papers on defla

tion of articulated sets of national accounts, An articulated system of national 

accoimts for India at constant prices by "Mahfooz Ahmed and An artioulated set 

system of national accounts at constant prices for India by S, Chattopadhyay; 

( i i i ) three papers, Egtimation of national income in real terms by B.W. and 

A,B.Chavan, Deflation of Income originating in non-commodity sectors of the 

Indian economy by Narottam Shah and Certain thoughts on the deflation of national 

product in India by M, MuJcherJee and Bina Roy, making certain cr it ical observa

tions on the available estimates of national output at constant prices end 

(iv) a paper. Problems of deflating the current price series on national income 

and related aggregates by S.G.Tiwari and B. Kumar, This note excludes the last 

paper because i t was not available by 4 April 1966 when the note was finalised. 

2. Before I proceed to review the papers, I would like to make a few 

general points. First, I would like to make i t clear that due to lack of time, 

the review is based on an inadequate study of the subject matter. In particular, 

I have not been able to go into a l l the intricacies involved in obtaining national 

accounts in real terms. Second, the main object of the review i s to highlight 

certain points on which discussion is likely to be fruitful and important. Thus, 

the review is not thorough; i t is somewhat selective. Third, I have personally 

done l i t t l e work in this particular f ie ld. I f I had done this, then probably 

I would have been more aware of the dif f iculties and less cr it ical But I hope 

to be excused for this because my crit ical observations are intended simply to 

provoke discussion. Finally, I hove inserted a few expository parographsj 

however, they are for clearing my own ideas. 

5. I shall take up the papers in the sequence considered ear l ier . 

Subramanian and Mathur's paper'presents a particular method of deflation of 

national product with i l lustrative calculations for maniifacturing industries. 



I am not sure vhether I have xinderatood the method. I t appears that the method 

is not logically distinct from carrying the base period added value by an index 

number of physical production. Let p stand respectively for prices of product 

and inputs, the corresponding quantities, and subscripts 1, 0 respectively 

for current and base periods, TheA, carrying base period added value by a 

quantity index can be represented by 

In the method suggested, the base period and current period added value per unit 

of total output are respectively given by 

PqQq - Pq^o • PlQl - Pj^i 

and the deflated figure is 

^0^0 - Po*̂ o 

(2) 

which i s identical with (1 ) . In the l l lustrotions given, both the methods give 

identical results. I do not know whether I have missed some subtle points, but 

I feel that we need clearer demonstration before we can accept the method as more 

advontageous than standard methods. 

4. The papers by Mahfooz Ahmed and S. Ghattopadhyay present, for the first 

time in India, deflated syatema of national accounts for India, and discuss some 

of the methodological questions. The outhors are to be congratulated for embark

ing on a new field of research, 

5. Give a national accounts in current prices, i t is obviously of interest 

to translate the figures to some constant price base. For most of the flows in

cluded In national accounts, for which the quantity and price elements can be 

separated, this does not cal l for any fresh principle. A flow X at current 

price is simply replaced by the corresponding flow at constant prices 

Where X * p " » ^^^g relevant price associated with the flow. Second, 

when the accounting system i s articulated, some of the current price flows, 

example, savings or factor incomes for which i t is conceptually di f f icult to 

obtain volume and price components separately, con be obtained at constant prices 



OS residuals in the accounting system. Thus, i f income {Y) is defined as sum of 

consumption (C) and investment ( I ) , the flows C and I at constant prices wil l 

respectively be C^and l'^ and Y ̂  wi l l be given by 1^ , thus avoiding a 

separate deflation of X, I do not think any dif f iculty attaches to this notion. 

However, this procediu-e do^not always give theoretically satisfactory results, 

and i t is sometimes necessary to introduce new principles. For example, when E 

is export, M,import and N, balance of trade, we have E - M • N, The correspond

ing equation at constant prices wi l l be E^- = N*̂  . I t is quite possible 

that while K is positive N'̂  i s negative. In this case, the implicit deflator of 

N becomes negative, and i t becomes di f f icult to interpret a negative deflator. 

To steer clear of this dif f iculty, the procedure followed Is to deflate N sepo-

rately by some reasonable deflator, and to add a new balancing variable T in 

the deflated system, representing trading gains (or losses ) , which does not exist 

in the current price system. Thus, corresponding to the current price equation 

E - M => N, we have the constant price equation E ' ^ - + = N*̂  . Since 

Y = C + I + E - M , we hove = + I^ + E ^ - M + T*̂  . This shows that 1^ is 

added to real income, Suppose that E = M at the base period, volumes of export 

and import remains \mchanged, but export prices increase and import prices 

reduce, then T'^ = M ^ - E ^ W I L - ^ S o. This shows that under the circum-

stances, real income available to the country increases simply because of an 

improvement in the terms of trade, 

6, Mahfooz Ahmed's paper presents a simplified national accounts for the 

period 1955-56 to 1960-61 at current prices and then translates the figures to 

constant 1960-61 prices. His f i r s t account gives MP at njarket prices by the 

usual expenditiu-e breakdowns, while his second account distinguishes some factor 

income flows and relates the product at factor cost with incomes. The third 

account shows the identity between savings and investment. The fourth account 

equates various income flows with expenditures, saving coming as the residual, 

the external transactions are presented in the last account. In the deflated 

version, trading gains and the transfer effect of indirect taxes and subsidies 

appear in the second account, the former coming again in the 5th and the latter 

in the 4th account. The author proceeds to discuss the procedure estimation for 

obtaining the estimates both at current and at constant prices, and br ief ly 
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explains the need of introducing the balancing items. He uses only Burge-Geory 

method to obtain his estimates of trading gains. 

7. S. Chattopadhyay gives his accounts for the years 1951-52 to 1954-55, 

His estimates at current prices are taken from Barpujari's well known paper, 

with some consolidation and adjustment. He then proceeds to get suitable defla

tors and obtains his accounts at constant 1951-52 prices. He uses only one balan

cing items, trading gains. The framework adopted by him is almost similar to the 

one used by Mahfooz Ahmed. He also discusses his procedure of estimation as well 

as the conceptual issues connected with balancing Items. He uses a l l available 

methods to obtain estimates of trading gains, and suggests a new deflator, the 

price of imported capital goods. He feels that this is suitable for India where 

trading loss, by and large, results from imports of capital goods. 

8. The papers do not attempt any interpretation of the results. This is 

probably a l l right because the estimates ore unlikely to have a reasonable margin 

of uncertainty. I feel that the deflators used are weak and casual. The share 

of income from business and property in Mahfooz Ahmed's paper, for example, moves 

from 24 to 27 p.c, of national income between 1955-56 to 1960-61 at current 

prices, the corresponding movement is from 16 to 27 p.c. at constant prices* 

Such a large real shift ia not possible; this shows the weakness of the deflator 

used. Consumer price and wholesale price index nvmibers, which ore known to be 

urban in character, are not satisfactory deflators for al l - India aggregates. 

My general impression is that the authors were not primarily interested in getting 

reasonable estimates of the various flows in real terms; they were more inter

ested in obtaining a complete accounting framework at constant prices. Conceptual 

and methodological questions engaged their attention more than purely estimational 

problems. 

9. I do not propose to dilate further on this topic, because this field 

of research is unlikely to become important until we have ( i ) a national accounts 

at current prices published regularly, and ( i i ) there are more acceptable annual 

estimates of national product, consvunption, investment and other major breakdown 

at constant prices. I f these estimates are given, then only i t wi l l pay to 

deflate the residual items and to worry about the balancing items. When there 

is uncertainty about real movements in large components of national product, i* 

i s not possible to work out satisfactory notional accounts in real terms. The 



effort made by the authors, however, is welcome. They have raised some methodor, 

' logical questions. It will be useful to go on solving such problems, so that the 

conversion of a current price account in to a constant price account will be a 

quick process when taken up, 

10. I now pass on to the third category of papers, those dealing with 

available estimates of national product and its large chunks at constant prices. 

This I consider to be a very important field in which urgent critical attention 

is needed. Is the rate of growth of national product in real terms shown by our 

official statistics plausible ? Are the real rates of growth of major sectors 

accurate enou^ ? Are the real movements in investment and consumption which can 

be worked back from official or almost official data realistic ? It is necessary 

to have unequivocal answers to such queries, and this is possible only when there 

is some sort of a consensus, 

11 . B.W. and A.B.Chavan's paper goes into some details obout the measure

ment of real net output in the revised series of national income and tries to 

seggregate main gaps, suggesting ways and means for improvement. They feel 

that inadequate attention has been paid to this field by the CSO. They first 

outline different methods of estimating real output and discuss their relative 

usefulness. This part of their paper appears to be somewhat inadequate. For 

example, I do not see any logicol difference between carrying fo3rward base year 

values by quantity indicators and obtaining the current period values at base 

period prices. Data permitting, both can be applied for double deflation. 

Applied to added value, both neglect variation in real cost ratio and differen

tial movements of input and output prices. Secondly, deflation of final expendi

ture is probably more satisfying, at least in principle, than either of the two 

above methods, applied to added value. 

12. The authors discuss in some details the deflation procedure used for 

agriculture. Availability of data, according to them, permits deflation of a 

sizable part of the cost. They also think that the estimate output at base 

year prices should be built up regionally, instead of being tackled at a very 

aggregate level, I have no quarrel with the first point. I would, however, 

like to point out that when estimates of both output and input are subject to 

large margins of uncertainty, the error of the difference is expected to be 

considerably lorger than the error of either the output or the input. Regarding 



detailed statewise or regional calculations, this is a l l right when proper 

measurements of characters are available regionally. But this is hardly true 

for animal husbandry and certain components of agriculture for which even the 

al l - India estimates are unsatisfactory and cannot be seriously regarded as an 

outcome of a proper measurement procedure. Even for mining, estimates at 

national level w i l l be more accurate than those at regional level. Proper double 

deflation method can be attempted for factory establishments provided we have 

better data on quantity and price of inputs. This wi l l require collection of 

more detailed information through Survey of Industries. Their suggestions about 

small enterprises and construction can easily be accepted; they recommend collec

tion of data on quantities and prices of outputs and inputs. Their suggestion 

about 'other commerce and transport' also reduces to this. I do not clearly 

see the distinction between deflating current period passenger earnings by 

passenger fare and carrying a base period pass^ger earning by a quantity index 

of passenger traf f ic . Estiraotes in service sector are no doubt weak in the 

absence of proper output indicators, and probably a repetitive survey is needed 

to solve the problem, os the authors suggest. But we have learnt from experience 

that i t is our think to start a survey and i t is another thing to get out of this 

what we need. Good deal of thought has to be given to decide about the sub-sectoral 

by which the estimates have to be prepored and to obtain the output indicators to 

govern the estimates. Since the second step is not easy, i t may be even desirablt 

to reclassify the industrial categories, provided this help in getting proper 

indicators, 

13, Narottam Shah develops a single point in his paper. Since the implicit 

deflators in the service sectors do not' move up while those in commodity produc

ing sectors show a large rise, the price movements in the service sectors appear 

to be understated. I f an adjustment is made for this, and the deflators are 

allowed to r ise reasonably, the use of altered deflators would reduce the rate of 

growth of real net output in these sectors. As a consequence, the rate of growth 

of net national output at constant prices would f a l l substantially. The author 

has taken pains to establish this proposition. Unfortunately, Shah's propositior 

holds only on the assumption that the off icial income estimates at current pric^" 

are reasonably accurate. But, i t i s quite probable that the sectoral estimates 

at current prices, particularly in the service sectors, are subject to large 

morgins of uncertainty. I f we grant this, then the constant price estimates i 



the service sectors may be approximately correct, and since i t is reasonable to 

I expect that the price rise in these sectors has some parallelism with that in 

the commodity producing sectors, the rate of growth of income at current prices 

in the service sectors, and consequently the rate of gro\rth of net national 

output is probably underestimated. Shah's analysis does not establish that real 

growth in India has been lower than what GSO estimates convey; more corrobora

tive evidence i s needed to establish this claim. 

14, In Mukherjee and Roy's paper, an attempt has been made to justi fy the 

reported rate of growth of real net output in India, They have examined the 

procedure of deflation sectorwise for possible overestimation or underestimation. 

In the sectors in which current added values are deflated by base period prices, 

the possibility of large error as a consequence of non-application of double 

deflation is remote. In the service sectors, in v^ich base period added value 

is moved up by production indicators, some overestimation of the real rate of 

growth is expected for professions and l iberal arts and government administration, 

But this is probably compensated by underestimation is smaller enterprises and 

probable underestimation in 'other commerce and transport'. Thus, the reported 

real growth in services may be more or less a l l right. On the balance, the 

suspicion i s that the real rate of growth of national product is probably 

slightly underestimated rather than over estimated. Consideration of the popu

lation growth also does not reqiilre our changing this conclusion. While i t has 

not boeh discussed in the paper, some extraneous evidence also indicates that 

the real rate of growth indicated by of f ic ia l statistics is plausible. The 

real rate of growth given in the revised estimates of national income olso 

supports the proposition. In view of this, the of f icial national income defla

tors, both for aggregate income and for its major breakdowns, are open to c r i t i 

cism. The overall national income deflator require for i ts acceptability poat-

ulation of slow price r ise in the rural agricultural sector, on the just i f iable 

assumption that consmaer price index number and whole sale price index number 

reflect faithfully the urban price movements. But internal evidence of national 

income statistics violates this postulate because agricultural prices r ise more 

sharply than iion-agricultural prices. The conclusion which emerges out of this 

is that the rates of growth at current prices of the non-ngriculturol sector in 

general and services in particular, are understated in the of f ic ia l data. A 
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fresh consumer price index number for 1956-57, 1958-59 and 1960-61 constructed 

by the authors supports the above analysis, in a general way, 

15. In conclusion, I would like to indicate fields in which discussion 

and further work is l ikely to be fruitful . As I have pointed out earl ier , the 

most important of these is the real rate of growth of national product in India. 

In spite of the shortcomings in the procedure of deflation, I feel that, here, 

the real rate of growth depicted by of f ic ia l data is more plausible than the 

rate of growth at current prices. Thus, we need not only an improvement of the 

deflation procedure but also an examination of the entire body of national 

income statistics and introduction of improvements so that both current price 

and constant price estimates become more real ist ic , I do not think we can 

solve the problem i f we accept our current price estimates as correct. Second! 

finer refinements in the deflation procedure and calculations at disaggregated 

level , while important, are unlikely to solve the basic problem. The f i rs t 

task should be to assess the movement of the large components of national product 

at current and at constant prices. For this, the work should concentrate on 

suitable production and price indicators, and here there is room for fair ly 

detailed work and collection of fresh data, particularly for distributive and 

other services, I think a separate estimate of real movement of NNP by its 

major expenditure breakdowns wi l l furnish important corroborative material 

because here a new set of price data, collected and systematised in connection 

with surveys of the family budget type and for construction of cost of living 

index numbers, can be effectively uti l ised. Next, i t w i l l be useful to take up 

some analytical studies with an aim to establish meaningful relations between 

the global and sectoral national income deflators and the other available price 

index numbers in the country. Wide inconsistency between these two sets of 

estimates should be resolved. Finally, while estimates at constant prices are 

important, estimates at current prices are no less so because one principal 

diff iculty a growing economy has to face is the inflationary pressure. With 

real ist ic sectoral deflators, i t w i l l be possible to locate where imbalances 

occxu" and think about ways and means for their eradication. Until these tasks 

are undertaken, refinements such as double deflation in manufacturing industriei" 

and partially in agriculturs, or calculations at more disaggregated level, would 



remain relatively unimportant. The same remark also applies to construction 

of national accounts in real terms which probably should have even lower 

priority. A very large part of the work which I have in my mind can be taken 

up on the basis of existing data, which may need some marginal processing. 

Collection of fresh data, when considered necessary, shoiHd be carefully 

planned by the user and may be taken up i f we are reasonably certain that we 

will get what we real ly want. 

M. MUKHERJEE 
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INTRO DUGTION; -

^he s tud i e s on aap i t aL fbrmation have acqu i r ed 

an impo' tant p o s i t i o n in ttie s 7stem o f s o c i a l accoiinting 

o f the coi intry. The rrtjnotery and f i nac id . p o l i c i e s in a 

deve l op ing economy are b e i n g dec ided on lhe b a s i s o f r e l a 

t i v e s i z e o f aggregate s a v i n g and investment- ^he ex t en t 

o f d e f i c i t f i nanc ing and boroving both i n t e r n a l and e x t e r n a l , 

a re l a r ^ y ^ governed by "-.he s i ze of c a : ' i t a l formation h a v 

ing been ac ^ eved by the ectoomic system. 

2 . S tud ies on c a p i t a l forma t i cn have teen tden up 

by the Reserve Bank of I nd i a Oi) , ^he Na t i ona l Counc i l 

o f App l i ed Econo-^ c Research ( 2 ) Nsf^ D e l h i , the C e n t r a l ttkxkks 

S t a t i s t i c a l o r g a n i s a t i o n ( 3 ) and s->me of the S t a t e S^ t a t i s t i c a l 

Bureau in the covntry ( 4 ) . The es t imates of g r o s s caoital 

fo rmat ion d i f f e r r e d s l i g h t l y in the three studfes ( i ) 

( i i ) ( i i i ) , in the f i r s t i n s t a n c e but the conceptij^nal 

d i f f e r e n c e s have been ir.oned oilit and i t i s now agreed tl:B t 

r o i g h l y S ^ l o f C 10^ o f the N a t i o n a l Income i s u t i l i s e d 

f o r c a p i t a l format ion in the economy. 

3 . I t i s agreed that an es t imate o f g r o s s n e t c a i 

p i t a l format! 31 in the economy of the ccxintry can be o b 

t a i n e d w i t h some accuracy but i n t e r - S t a t e f low o f goods 

makes the t a sk o f e s t imat ion o f c o i t a l fornBtl.-n in 

the i ^ i v i d u A s t a t e s comparat ive ly d i f f t c u l t . Thds 

w i l l be e v i d e n t a f t e r w e know the o n s t i t u t a n t s of t he 

a g g r e g a t e . They are ( a ) ConstftuctiTi 



( l ) A l l I n d i a R u r a l debt and investment survey R , B . I . 1961-62 

2) S tud ies o n c a p i t a l f o rmat i on - Survey taken up by 
NCJIER 

3) N a t i o n a l Inoome s t a t i s t i c s E s t i r a tes of Gross 
C a p t i a l Formation Ind i a 1948-39 to 1960-61, 

4 ) Assam andJXJ*. ^ 
b ) Machinery and other eqv pmerts ( c ) Change t i n 

s tock 

d ) P r i v a t e corporate sec tor and ( e ) Public S e c t o r . 

S ta tew i se d a t a are mrmdly not a d v a l l a b l e 

n any o f the oonstitujnents noted sbrve. H - v e v e r , data 

cons t ruc t i cn , and improvement in r u r a l a reas in g e n e r a l 

and A g r i c u l t u r e ^ p a r t i c u l a r have teen est imated by sanp le 

su r vey s . 

4 , The p r e s e n t sutdy i s lased on the da t a c o l l e c t e d 

in the Nat iona l sample survey ( S t a t e Saijp^e) duiirg the 

16th round . 

5 . The o b j e c t of the study vas to c o l l e c t in format ion 

on c a p i t a l f o r m a t i o i l y the h a i s e h o l d s in the rua^ I 

a r ea s by i n t e r v i e v method. S p e c i a l care was t aken tD c o l l e c t 

d a t a on r e a l a s s e t s acqu red and cmstructed b ' the booseho ld 

d u r i n g "Qiereference p e r i o d of one y ea r . I t was assumed t h a t 

b u i l d l g s and ( i j t t^ t ruc t i pn a c t i v i U e . s form a major 

p a r t o f the a c t i v i t y l e ad ing to c p a i t a l f o r o H t i n i . T ' - B 

e xpend i tu re • on ( a ) r ec l amat ion cf l a n d , ( b ) 

b u i l d i n g e t c . , ( c ) c l e a r i n g o f j unge l e s 6d ) major - p a r t 

e x i s t i n g l a i d s and s i m i l a r a c t i v i t i e s account f o r a major 

o f to ts l c a p i t a l formd^'on in a g r i c u l t u r e . The o^^s t ruc t i cn 

a c t i v i t i e s l i k e dtacingx d i g ^ i g i n g of ponds and w e l l s 

e t c . , a r e a l s o c o v ^ e d under a g r i c i ' I t u r e . 
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- 1 4 -

6 . A l i s t of hoisltiolds r epo r t ing c a p i t a l format! -n 

v^ s prepared in a l l the s i x v l l l g e s forming a s l ib-sample 

acTD r(fi:ig to the temminology of the Nat ional Sa p i e Survey 

This schedvle v^s canvassed in a U the 6 v i l l a g e s a H ^ t e d 

to Ihe nve s t i nga to r . In v i l l a g e s 1,2 and 3 the sample ho i seho lds 

hal^ v i t h odd order o f s e l e c t i o n v e r e surveyed in tie 

pane sub - round , v h i l e the samnle houseHiolds v i t h even 

order o f s e l e c t i o n were surveyed aft^ a la^p4e lith 

of th ree s u b - r o m d s o f two moi ths each . In v i l l ^ e s 

4 , 5 and 6 the sample households ' t h even o r d a r o f 

s e l e c t i o n were surveyed ..n the same sub - r ound , w i l l e 

sample houseBiolds w i th odd order of s e l e c t i o h v e r e 

surveyed a f t e r a l apse of three sub - rounds . The p rosen 

study i s })a&sed on 228 v i l l a g e s cover ing 560 househo lds . 

The samp^.e s i z e i s there fore ad^uate and r e p r e s e n t a t i v e a t 

the S ta te l e v e l . 

7 . The schedule was de-yided into %i b l o c k s , 

informaticn on epend i tu re was c o l l e c t e d in b l ocks 7 , 8 

and 10. H^-wever other a n c i l l i a g y date rn indebtadnes? and 

source o f f inance e t c . was ato c ^ I l e c t © « d . 

8, Data or cons t ruc t i -n covered r e g i d e n t i a l as w e l l 

i s n o n - r e s i d e n t i 1 b u i l d n s . The m a t r r i a l s purchased f o r const ruct ; 

t r u c t i o n purposes dur ing the re fe rence peri'^d ver^ 1 

e luded a l though iHig a l l o f them might not have been 

ccnsumed. Construct icn r e f e r r e d to adf" i t i c n o f ^ l o o r 

space and improvement w a s i e l a t e d to b e t ^ r m e n t s of e x i s t i n g 

s t r u c t u r e . S t r u c t u r e s wh &i extended tie 1 fe o f Ihe 

b u i l d i n g fo r more than one year were t r ea ted as improvement-
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Repa i r s o f a regular nature vere excluded from the 

survey . 

In case o f Li-^e st: )ck the term construction meant 

add i t l o - of nevly bom stock to the higehold during the 

reference period previddd they "v-ere not meant f o r .sale. 

UMITATIONg 

9- The estimates of gross demestic product, and 

g ross capital forma tion re veals t i a t 12.93^ o f the 

iraoome from agrio; iture and coris truction s e c t c r s i s 

devoted to gross capita l form tion la the r u r a l 

sector in the S>tate. I t is not poss ib le to compare 

th s percentage v i th corresponding percentage for 

the courtry asa Bhole or for d i f f e rent states as the 

constitutdnts of the aggregate do not agree* N e i t h a ' 

i t is possib le to check the estimates of cap i ta l for"-3 t ion KX. 

arr ived at by expenditure approach v i th those obtained 

through production approach. The .resent study has XKHtteKxlii 

another l imitations the m^vem^nt of agrgregate c a p i t a l 

form ^tion over time/as the stvdy vas not continued 

tn subsequent years. Other l imitations of 

te fehe predent study are those in/vOtfent in interview 

approach- I t las been admitted ti^ t previous experiences 

o f CQl l i c t ion/ f such information by interview 

technique or thrigh ejp enditue approach have not teen 

ye By encour^ I^g lng . 

THE RESULTS 

10. i t is estiri^ated tha t 65 6fo of the rural hriuse-

holds have reported ca i t a l formation of one type or t he 
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c a p i t a l in ag r i c i i tu re Rs» 2 , 41 ce ro res i s snent on purchase 

R s . 10.66 c r o r e s on const ruct ion and remaining Rs . 

2.34 c ro re s on impro-ementsln other T-crds 16 .31^ of the 

t o t a l c a p i t a l foimd; i o s i s accounted fo r purchase 

67 .95^ by c o n s t r u c t i o n s , and 15,7'lo ny improvemeitts * 

I t may be observed that purdh.ise of land does not cons t i t u t e 

C a p i t a l f e rmat i on , becai® it i s a t r a n s f e r t r a n s a c t i o n , 

n6t l e a d i n g to inc rease in a s se t s o f the S t a t e . A b r e ^ u p o f 

the total C a p i t a l expenditure into coost i tu ' to 

items i n d i c d : e s th t 36.27^ of the toit a l exenditure 

goes to land and b u i l d i r g s 46.55^ on t o o l s and implements 

15 .30^ <in l i v e s tock and the remaning 1, Sl% on v^^^^=^^ 

v e h i c l e s and other goods . 

13. A camparat ive dbuĉ  of the s t ruc tu re of c ? ^ t a l e xpen 

d i t u r e on a g r i c u l t u r e and a l l i e d items i nd i c a t e s that 

5 4 . 8 ^ o f the t o t a l c o i t a l expend i t u-̂ o on farm Bus iness 

at a l l I n d i a l e v e l goes to Impvement o f land and B u i l d i n g 

( T a b l e V I -RB I . June 1 9 6 5 ) . Com Tared to t h i s about 

36,27^ o f the t o t a l copTta l experK^ture ( e xpend i tu r e on 

purchase of l and i s exc luded ) i s incurred on those items 

in B iha r . Tb3 c a p i t a l expendi ture on t o o l s and e q u i p 

ments at a l l I n d i a L e v e l accounts fcr 11^ of the t o t a l 

e x p e n d i t u r e , vhe re as 46 .55^ o f the t o t a l expendi ture 

goes to equipments in B iha r . As Egards LiTro-stock 4 5 . 2 ^ 

of the t o t a l c ^ ^ i t a l e i ^nd i tu re i s incur red a t a l l I n d i a 

L e v e l vhe e as only 15.30^ i s accounted for b y th is 

i t em. in B i h a r . 
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Sources of f inm r̂ f>i - Tho fo l l ow i - i g soursHS o f f inance 

have been cons idered in case of B ihar s ir vey ( a ) 

own acGovnt ( b ) Borrowing C c) G i f t s and 

( d ) o the r sovrces 69^ o f the t o t a l c a p i t a l e p snd i tu r e 

has been f i -g iced from borrowing and another2S .5^ o f the 

t o t a l expend i tu re has b e en met out of own sav ings . 
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TABLE NO. 6. 
TA3L3 3HJWIG :;XPJ:'TOITU JN R I A L A - O O E T S ( I n "fe.) 

Exnenditure u n l e r q ub heads 
^Con.^tnictioaOI mDrovement i)Tot.?l va lue 

2 . 0 3 . (5 4 . 0 5 . 

,.;.-nlA. 3uildin.es ' 

i . . V " r i cu l tu ra l Isn d - 3876623 169273 4045896 
i l lHesideutic . l lend ~ 475562 475562 
I i i . Wel ls - 3693560 3693560 

1.7, Orchards 3462362 3462362 
/, v'an r e s i d e n t i a l - 16245607 604868 16850465 

t u i l d i ig cons 
tructed during 
Ic^st y e c r . 

r i ,Level l ing of - 804240 1097140 1901380 
grounds 

rii,Brin:^ing new - 3534345 1794550 5328895 
l?,nd under 
c u l t i v a t i o n 

i l l . Bunding — — 1398000 1398000 
X , Others — — 1654546» 16545460 

Tota l 3462362 28629937 216#9281 53701580 
(23 .3847) (19 .3364) (14 .5945 ) (36 .2698 ) 

.Tools & 
Implements. 

, P loughs- 9571255 36915415 4 3 l 6 l t 46918280 
wooden 
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li.Hnrrows 80»153 213756 15853 1029762 

wooden 
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V, Other cut t ing 
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implements. 
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m ESTIMATE OF CAPITAL FORMATION IH AGRICl'LTaRE I N BIHAR 
by 

S .B .SRI VAST AVA, SBNl\R DEPUTY nREJTBROF STATISTICS? 
BIHAR, PATNA 

DJTK) PaCTION; -

^he s tud i e s on a a p i t a l fbrmation have acqu i r ed 

an impo ' tant p o s i t i o n in ttie system o f s o c i a l accounting 

o f the country . The nonatary and f inaisid. p o l l d e s in a 

deve l op ing economy are b e i n g dec ided on b a s i s o f r e l a 

t i v e s i z e o f aggregate s a v i n g and investment, ^he ex t en t 

o f d e f i c i t f i n anc i ag aad borowing both i n t e r n a l and e x t e r n a l , 

a re l a r ^ y ^ governed by the s ize of c a p i t a l formation h a v 

ing been ac ' eved by the economic system. 

2 . Studies on c a n i t a l formation havebeen tden up 

by the Reserve Bank of I nd i a Oi ) , The Na t i ona l Gounci l 

o f App l i ed Econo- c Research ( 2 ) N « ^ D e l h i , the C e n t r a l afcactts'-

S t a t i e t i c a l o r g a n i s a t i o n ( 3 ) and some of the State S t a t i s t i c a l 

Bureau in the country ( 4 ) . The est imates o f g ross ca i i ta l 

fo rmat ion d i f f e r red s l i g h t l y in the three studfes ( i ) 

( i i ) ( i i i ) , in the f i r s t I n s t t ancebu t the concept iona l 

d i f f e r e n c e s have teen ir.oned o t t and i t i s now agreed that 

roughly S^tof 10^ o f the N a t i o n a l Income i s u t i l i s e d 

for c a p i t a l format ion in the economy. 

3. I t i s agreed that an est imate o f gross net c a i 

p i t a l formation in the economy* of the co in t ry can be ob« 

t a i ned w i t h some accuracy but i n t e r - S t a t e f low of goods 

makes the t a s k of e s t imat ion of c o i t a l fornBti.-Tfi in 

the ind iv idud- s t a t e s comparat ively d i f f i c u l t . Th4s 

w i l l be e v i den t a f t e r w e know the a n s t i t u t a n t s of t h e 

a g g r e g a t e . They are ( a ) ConstAucti -n 



C l ) A l l Ind ia R u r a l debt and investment survey E*B . I . l 9 6 l - 6 ^ 

2) Studies onciscital f o rmat i on - Survey taken up by 
NCJiER 

3) N a t i o n a l Income r t a t i s t i c s Est i j ra tes 3 f Gross 
G a p t i a l Formation Ind ia 1948-^9 to 1060-61. 

4 ) Assam and U.P.__ 
b ) Machinery and other eqi' pmerts ( c ) "Change i i n 

sto ck 

d ) P r i v a t e corporate s ec to r and ( e ) Public S e c t o r . 

S t a t e v i s e d a t a are normdly not a d v a i l a b l e 

X any of the oo nstitujnents noted ^ r v e . H-^vever, data 

const ruct i m , and ftraprovement in r u r a l a reas in g ene r a l 

and A g r i c u l t u r e p a r t i c u l a r have teen est imated by sanple 

su rveys . 

4 . The p r e sen t sutdy i s tased on the da ta c o l l e c t e d 

in the Nat iona l sample survey ( S t a t e Sa>j(pie) durlr^ the 

15th round. 

6 . The o b j e c t of the study vas to co l Leet in format icn 

on c a p i t a l f o rmat ion ly the hciiBeholds in ruu^-l 

a r eas by in te rv iew method. Spec i a l care was t a k e n to c o l l e c t 

da ta on r e a l a s s e t s acqu red and cns t ructedb^ the bauseho ld 

d u n ng the re ference pe r iod of one y ea r . I t was assijuned t h a t 

buildLg s and otjf^tructipn a c t i v i t l e . s form a major 

p a r t o f the a c t i v i t y l ead ing to cpa i t a l for i rat inn . T 'e 

expendi ture ' on ( a ) recl-amatlon cf l a n d , ( b ) 

b u i l d i n g e t c . , ( c ) c l e a r i n g o f j u r ^ e l e s $d) major - p a r t * f 

e x i s t i n g l a i d s and s i m i l a r a c t i v i t i e s accoiint f o r a major 

o f tota l c a p i t a l formdr on in agrIcultu- -e . The O D ^s t ruct ! " f i 

a c t i v i t i e s l i ke d t a i a g x d i g ^ i g i n g of ponds and u^ells 

e t c . , a r e a l so c o v ^ e d under a g r i c u l t u r e . 
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6. A l i s t o f haasBiola^ R-R.^NFS ,4. ^ 
r epo r t ing c a p i t a l formatiTi 

v ^ s prepared in a l l the s ix v i n ^ ^ c ^ • , . 
^ V l l l g e s forming a sub - s amp le 

acT» rdng to the temminology ^ . V , ^ m 4. • « , 
t> 6 J Ol the N a t i o n d S a p i e Survey 

This schedule v r s canvassed iv, ^ v i c s .^ 
in a i l the 6 v i l l a g e s a i ' d t e d 

to the n v e s t i n g a t o r . In v i H a e ^ - •\ o ^ , 
^ges 1,2 and 3 the sample hai seholds 

ho lds v i t h odd order of seleof^^^ , , 
' ' c t ion ve r e surveyed in tie 

= ane sub - rcowd , v h l l s the sa^^i , housettolds v i t h even 

order of s e l e c t i o n were surveyed a f t ^ a lampie vith 
of th ree sub-rovnds o f two m̂^̂  ^„ , _ 

"icn tre each. In v i l l ^ e s 

4 , 5 and 6 the sampie households - t h even order o f 

s e l e c t i o n ve r e surveyed . n the s ^ e sub - round, v . i l e 

sample houseftolds w i th odd order of selectiofa v e r e 

surveyed a f t e r a l ep se of thre^ sub - rounds . The p rosen 

study i s i jassed on 228 v i l l ^ e s covering 560 househo lds . 
The sample s ize i s therefore ^ ^. 

aa^uate and r ep r e s en t a t i v e a t 
the State l e v e l . 

7, The schedule was de^e^ ^ b l o c k s . The 

in format io i on epcenditure vas co l lected in b locks 7, 8 

and 10. H:vever o ther ancil l ia^y ^^te :n indebtadnes . and 

s o i r e e of f inance e t c . vas abc-^Hectoed 

8. Data or c n s t r u c t l ^ x . covered r e g i d e n t i a l as w e l l 

i s n o n - r e s i d e n t i 1 b u i l f a s . mate r i a l s purchasai f o r cons t ruc t 

t r u c t i o n ourposes dur ing the r n r • ^ 

^ ^ ^oference per i_M V - e r ^ i n 
c luded a l though duri ^JI a l l of TK • -uj. 

s ™ — 5 ui TT^Qjĵ  might not have been 

coosumed. Construct ion inferred to addit ion o f I f l o o r 

space and improtfement va s lelate, ^ b e t ^ . ^ e n t s of e x i s t i n g 

s t r u c t u r e . S t r u c h i r e s vh ^ extended tie :i fe o f the 
b u i l d i n g f o r more than one year,, „ .-^^ + ^ 

^ J vfere t r ea ted as improvement-
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Repa i r s o f a r e gu l a r nature v e r e exc luded from the 

survey , 

in case o f L l^e stock the term cons t ruc t i on meant 

a d d i t i o o f newly bom stock to the h i^eho ld dur ing t h e 

re f e rence pe r i od p rev ic^d they v e r e not meant f o r sa l e , 

UMITATIONS 5-

9 . The est imates o f gross demostic p r o d u c t , and 

g ross c a p i t a l form a t ion re vea l s tliat 12 ,93^ of the 

ImoDme from agr io j I t u r e and construct ion s e c t c r s i s 

devoted to g ross c a p i t a l form t i on in t h e r u r a l 

sector in the S^tate, I t Is not p o s s i b l e to compare 

th s percentage w i th corresponding percentage fo r 

the courtry a s a lahole or f o r d i f f e r e n t s t a t e s a s t h e 

c o n s t i t u t e n t s o f the aggregate do not agreed Neitha? 

i t i s p o s s i b l e to check the es t imates of c a p i t a l for'-^a t ion a n 

a r r i v e d at by ex:penditure apnroac'n v i t h tho se obta ined 

through p roduct ion approach. The v.resent s t u d y has XKsitexxlim 

another l i m i t a t i o s s the movement o f a g r g r e g a t e c a p i t a l 

form-.tion over t ime^as the sti-^dy V9S not continued 

in subseq\^ent y e a r s . Other l i m i t a t i o n s of 

IfeK I f h e p r e s en t study are those in event in i n t e r v i e w 

approach. I t las been admitted tha t p r e v i o u s e xpe r i ence s 

o f C Q l l ^ c t i o n s f such in format ion by inta:* view 

technique or thpogh e?) enditue approach have not been 

yresy encouragag lng , 

TES RESULTS 

10. i t i s est imated that 65 6% o f the rura l h o u s e 

ho lds have r epo r t ed ca i t a l formation of one type or t he 

- 5 -
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o the r . Tie re a r e 27 S5% o f lhe hoiteehoBs where c o i t a l f o r 

mation has been in the nature cf c o n s t r u c t ! ^ and itiiprovement 

in land and b u i l d i n g . Co-pared to t I D se f i g u r e s 

the Reserve Bank of I nd i a survey i nd i c a t e s t h a t 

43.8S^ of ftie households had r e p o r t e d C ' 3 ) i t a l formaticn 

on Farm Bus iness in he S to t e . 

Gj ip i ta l pvpApdi tnro on Bu i l d ing CorK t ruct lon? -

11, The est imates of g ross c a p i t a l formaticn in 

•. Ib i i ld ing and (pnstruct i .T i a c t i v i t i e s have 

been a r r i v e d a t mainly from expendi ture d a t a . Three 

types of s t ruc tuss were v i s u a l i s e d pucca , Ku^hha, 

and s m i pacca . The expendibue incur red d T i ^ g l h e l a s t 

one year proceeding the date f enqu i ry wos reffirded f o r the 

purpose . The estimate?; were obta ined by the i n v e s t ! lators 

w i th the help o f f l o o r a rea covered under the three t pes tirf 

o f c o n s t r u G t i . T B . I t i s seen that of the t o t a l amount spent fi|ftxB3DS 

on C O s t ruc t l ' t i a c t i v i t i e s 97 '^2% i s ^endt on c o n s t r u c 

t i on and t he lemainin g 2 ,27^ improvement of h h i l d i n g s . 

12. CAPITAI. E3(FENDITI-RE ON RÎ AL ASSESS. 

* 1 2 . The cnp:!)tal expandfcuie o n t h e f o l l o w i n g items 

have been covered u r d e r t h e head 5- ( a ) A g r t c u l t a r e 

land ( b ) r e s i d e n t i a l ( c ) w e l l s ( d ) orchards ( e ) t o o l s 

and equipment inc lud ing va r i ous types of p loughs narrow 

water l i f t equipment husking implements , lo-^ms, ca rpent ry 

e t c . ( f ) v e h i c l e s and t r a n s p o r t equipments ( g ) o t t e r 

durab l e go ods ( h ) l i v e s t o c k . 

I t Is es t imated that c a p i t a l formation on 

i E c a i r e a l a s s e t s vo^ th abovt Rs. 14.81 croses had 

t^ken p lace in the s t a t e . O^t of 14.81 c rores w o r t h o f 

-6 
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c a p i t a l In agr lc i i ture Hs. 2 .41 ce ro res i s soent on purc l ^^® 

Hs . 10.66 c rores on const ruct ion :̂ nd remaining Rs . 

2.34 c rores on opro-ementsIn other vcds 16 .31^ of tiie 

t o t a l c a p i t a l f o n n i io s i s accounted f o r t y purchaS^ 

67 .95^ by c o n s t r u c t i o n s , and 1 5 . 7 r t ny iraprovemeitts* 

I t may be observed that purdh?.se o f land does not c^ns t l t ^^® 

C a p i t a l fo rmat ion , beoav© it i s a t r a n s f e r t r a n s a c t l ^ ^ j 
o f 

n<it l oad ing to inc rease in asse ts of the S t a t e . A b i ' s^ ' ^P 

the fetal C a p i t a l expenditure into c o h s t i t u t o ^ . ' • 

items indicc-tes th t 36,27/^ of tho total exenditrre 

goes to land and builcli rg s 46.55^ on t o o l s and Itgp le-'^^^*^ 

15 .30^ cfen l i v e s tock and the remaning 1,87^ on vohc^ 

v e h i c l e s and othor goods. 

13. A camparative stut^ of the s t ruc tu re o f c - g i t a l exp i^ * " 

d i t u r e on a g r i c u l t u r e and a l l i e d items i nd i ca t e s tha^ 

5 4 . 8 ^ o f the t o t a l c o i t a l expendivu-e on farm Bus in^^^ 

at a l l I n d i a l e v e l goes to Inipvement c f land and Bull '^^'^S 

( T a b l e V I T .3 I . Jvne 1965) » Com-ored to th i s about 

36 .27^ of the t o t a l c^pTt i l expenditure ( e xpend i tu r e on 

purchase of land i s exc luded ) i s incurred on those i tems 

in B iha r . The c a p i t a l expenditure on t oo l s and e a^^P ' 

ments at a l l I n d i a L e v o l accounts tor 11^ cf t h e t o t r i l 

e x p e n d i t u r e , vhero as 46 .55^ of the t o t a l expend i tu ro 

goes to equipments in 3 ih?r . As legords L iTO-stock 4 5 . 2 ^ 

of the t o t a l c q ^ i t a l e3{onditurei s ir icurred a t a l l I n d i ^ 

L e v e l vhe e as only 15,30?^ i s a ccomtod for by t h i s 

i tem, in B iha r . 
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Sources o f f i n m n f i i - The f o l l o w i i g soursss o f f l n a i c e 

have tieen considered i n c a s e of B ihar s i r v s y ( a ) 

own acGOvnt C b) Borrowi ig ( c ) G i f t s and 

Cd) o the r sources 69% o f the t o t a l c a p i t a l exondi ture 

has been f i -g iced from borrowing mother2&,6% o f the 

t o t a l expendi ture has b een met out of own savirigs. 
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An A p p r o p r i a t e System f o r 
D e f l a t i o n of N a t i o n a l Income i n a deve lop ing Economy with 
I l l u s t r a t i o n of Va lua t i on o f the Product of the I n d u s t r i a l 

Sec to r of Ind ian Economy from 1 9 5 0 - 5 1 t o 1 9 6 2 - 6 3 

By P. N , Mathur. 

I n t r oduc t i on 

The technique of n a t i o n a l income account ing i s p r i m a r i l y a 
1 

part of what Hicks has termed as "The F i x p r i c e Method" . "When 

p r i c e s a r e c o n s t a n t " , w r i t e s S i r John, " q u a n t i t i e s cf goods and 

s e r v i c e s can be added by adding t h e i r money v a l u e s ; money v a l u e s 

becomes volume i ndexe s . By i t s own inne r l o g i c , and without any 

d e l i b e r a t e d e c i s i o n having been taken to s lew i t i n t h a t d i r e c 

t i o n , the model becomes a macro model . The f i x p r i c e metnod has 
2 

an inherent t-endency t o go macro " . 

D e f l a t i o n i s an attempt t o approximate a r e a l economy t o a 

f i x p r i c e economy so t h a t the techniques deve loped f o r a n a l y s i n g 

a f i x p r i c e system can be used . But , what p r i c e s t r u c t u r e 

should be chosen t o convert an economic s e r i e s from a c t u a l 

changing p r i c e s t o the one approximating a system having f i x -

p r i ces? The usua l method i s t o d e f l a t e the whole s e r i e s to a 

h i s t o r i c a l l y g i v en p r i c e s t r u c t u r e . The po int to cons ide r i s 

whether tha t h i s t o r i c a l l y g iven p r i c e s t r u c t u r e of the base 
per iod r e f l e c t s the s c a r c i t y or c o n s t r a i n t s of a growing economy, 

and 

i-or, then/on ly then the f i x p r i c e system w i l l prove t o be a n a l y 

t i c a l l y u s e f u l , ( b e e a p p e n d i x ) . 

1 J , R . H i c k s , C a p i t a l and Growth, Oxford U n i v e r s i t y P r e s s , 1 9 6 5 

2 Hicks i b i d p . 76. 



2. F i x p r i c e Structure, w i th S t a b l e Technology 

I f a t the^ base -pe j r iod , the economy had been in a s t a t e of 

s t a t i o n a r y equ i l i b r i um ( o r in a s teady s t a t e of growth ) the base 

p e r i o d p r i c e s t r u c t u r e would have r e f l e c t e d the t e c h n o l o g i c a l 

complex corresponding t o the then p r eva l en t s t a t i o n a r y 3ta"oe. 

I t i s i d e a l to d e f l a t e an economic s e r i e s from the a c t u a l market 

p r i c e s of an economy t o the p r i c e struct-ure cor respond ing t o the 

above base i f the b a s i c t e c h n o l o s i c a l complex remain the sa^ne 

over the r e l e v a n t p e r i o d . This w i l l i r o n out a l l the p r i c e 

v a r i a r i o n s due t o t r a n s i e n t market f o r c e s d e l i n e a t i n g the p r o 

g r e s s of an economy i n the terms of i t s b a s i c s t r u c t u r e . 

I f there i s no such h i s t o r i c a l p e r i o d i n which the economy 

has been in a s t a t i o n a r y s t a o e , the cor responding p r i c e sysoem 

w i l l not be a v a i l a b l e as a h i s t o r i c a l datum. In tha t case , the 

bes t th ing t o do would be to const ruct one w i th the h e l p of a 

g iven t e c h n o l o g i c a l r e l a t i o n s . To t ake any year as a base per iod 

and t ake the p r i c e r e l a t i o n s p r e v a i l i n g in that yea r as the norm 

t o d e f l a t e the n a t i o n a l incoiue would be a r b i t r a r y . For as 

po inted out above, the p r e v a i l i n g p r i c e system in any yea r , which 

i s not in a s t a t i o n a r y e q u i l i b r i u m , w i l l be e f f e c t e d by t rans ient 

market cond i t i ons , d i s t o r t i o n s due to monopoly p r a c t i c e s e t c . , 

and w i l l thuS; not r e f l e c t the b a s i c economic c o n d i t i o n s . 

B U G , as i s w e l l known, the t e c h n o l o g i c a l r e l a t i o n by them-
3 

s e l v e s are not a b l e t o determine the p r i c e - s t r u c t u r e un ique ly . 

3 For f u l l e r d i s c u s s i o n see a u t h o r ' s , "A Mod i f i ed Leont ie f 
Dynamic Uode l and Re la ted ? r i c e System" econometric 
Annual of the Indian t^conoGiic Journa l i9^^5'i 



There remains , what K. F r i s c h has a p t l y termed, one degree of 

f reedom. That i s t o determine the p r i c e s t r uc tu r e un i que l y , i t 

i s necessa ry t o f i x e i t h e r wage r a t e or p r o f i t r a t e f o r the 

economy. i; .mperically that may not pose an i n supe r ab l e d i f f i c u l 

ty p rov ided p r o f i t r a t e has been s t a b l e i n the economy. I f n o t , 

thd a n a l y t i c a l t o o l s depending on f i x p r i c e methods a re su spec t . 

3. F i x p r i c e f o r a b eve l op in^ Economy 

In a d eve l op ing economy the problem seem t o be more i n t r a c 

t a b l e f o r not only the p r o f i t r a t e i s l i k e l y t o oe much more 

i n s t a b l e in a deve l op ing economy, but tht; unae r l y ing t e c h n o l o g i 

c a l base of the economy w i l l a l s o change s i g n i f i c a n t l y . In f a c t 

the development of an economy i s p r i m a r i l y t o change the economy 

from one t e c h n o l o g i c a l complex t o another , more e f f i c i e n t , one. 

The process of development cons i s t s mainly in accumulat ing the 

c a p i t a l equipment necessa ry f o r the working of modern t e c h n o l o g i 

ca l complex. In a deve lop ing economy two types of techniques of 

production - t r a d i t i o n a l and modern - e x i s t s ide by s i u e . In 

the process of development the moaern technoloe^ical complex 

increases i n the economy. 

Thus i t i s c l e a r that the t e c h n o l o g i c a l complex unde r l y ing 

the prodi " i on in the deve lop ing economy w i l l be c o n s t a n t l y chang

ing, u n t i l and u n l e s s , t h e whole of the l abour f o r c e i s employed 

with the c a p i t a l of the modern v i n t a g e . The po int to c o n s i d e r 

i s whether in such circumstances any a n a l y t i c a l t o o l based on 

f i x p r i c e method can be u s e f u l at a l l . And i f the answer i s in 

the a f f i m a t i v e , what then i s the p r i c e s t r uc tu r e which should 

l̂ e used in the e v a l u a t i o n the n a t i o n a l product or the components 



the reo f? According t o H icks , "When the p r i c e r a t i o s tha t a re 

a p p r o p r i a t e t o the new e q u i l i b r i u m and the o ld a re not the same, 

a co r respond ing » f i x p r i c e ' p o l i c y would presumably imply t h a t 

prict^s a r e adopted at once ( o r sought to be adopted at once) to 

the new e q u i l i b r i u m " . He f u r t h e r says , "The s t a t i o n a r y e q u i l i 

brium could on ly be s t a t i o n a r y because i t s continuance was 

expected ; the change in techno logy was not expected . The new 

va lue s tha t were s e t ( o r should have been s e t ) were based on an 
5 

expec ta t i on of permanence of the new t e c h n o l o g y " . Thus we see 

that Hick^s answer to our quest ion i s that the f i x p r i c e methods 

may be u s e f u l in a deve lop ing economy, and the p r i c e s t r u c t u r e 

adopted f o r tha t should be that co r respond ing to the new techno

l o g y . We may cons ider Hicks t o be over o p t i m i s t i c in so f a r as 

he th inks t h a t the new p r i c e system w i l l be ' adopted at once' or 

even ' w i l l be sought t o be adopted at o n c e ' , His important 

content ion may be taken t h a t p r i c e s ' s h o u l d have beon s e t ' 

co r respond ing t o the new t e c h n o l o g i c a l complex. 

The primary use of a p r i c e system i s t o g i v e guidance f o r 

resource a l l o c a t i o n . This i s accomplished by p u t t i n g a va lua t ion 

on scarce r e sou r ce s and t h e i r products denot ing the i n t e n s i t i e s 

of s c a r c i t y . When a new technolOt^ical complex appears a t the 

ho r i zon , the problem of resource a l l o c a t i o n throws i t s e l f up 

main ly in r e l a t i o n t o i t . A f t e r tha t the re remains no quest ion 

about &he investment in the o ld t echno logy . The new p r i c e system 

li- H i cks , i b i d p . 1 9 6 . 

5 H i cks , i b i d p . 3 0 5 . 



based on the new t e c h n o l o g i c a l complex should be ths gu i d ing 
6,7 

s t a r . 

Even a f t e r dec id ing that p r i c e system shou ld be one r e l a t 

ing t o the new t e c h n o l o g i c a l r e l a t i o n s , to determine the p r i c e 

s t r u c t u r e un ique ly i t i s necessary t o f i nd out the r e l e v a n t 

p r o f i t r a t e , or the wage r a t e . As the p r i c e system should 

r e f l e c t the i m p l i c a t i o n s of the ^'factor"* s c a r c i t i e s , the problem 

b o i l s down - t o put i t in known tenrdnology - t o f i n d out the 

opportun i ty cost of d i f f e r e n t f a c t o r s dur ing the p rocess of 

development. As we have a l r e a d y seen , the p roces s of development 

c o n s i s t s mainly i n accumulat ing the c a p i t a l equipment of t h e 

modern v i n t a g e . For that l abour i s not the l i m i t i n g f a c t o r , 

u n t i l the time the whole of l abour f o r c e s t a r t s working on the 

new techno logy . The l abour r equ i r ed on the new c a p i t a l equipment 

can a lways be got t r a n s f e r r e d from that working w i th the c a p i t a l 

of the o l d e r v in t age and/or that which has been unemployed or 

underemployed p r e v i o u s l y . Thus, as f a r a s , the growth of modern 

t e c h n o l o g i c a l complex w i th in the economy i s concerned the 

opportunity cost of l abour should be put a s e q u i v a l e n t t o z e r o . 

Thus i t w i l l be the p r i c e s de r i ved from a c a p i t a l theory of 

6 This should au tomat i ca l l y l e ad to the r e v a l u a t i o n of e x i s t 
ing f i x e d c a p i t a l goods a l s o , as the r e l a t i v e u n s u i t a b i l i t y 
of the o ld equipmtint to the new technology should l e a d t o 
a f a l l i n i t s v a l u e . 

7 This should be the guide l i n e even f o r the working or 
c l o s i n g the f i rms having, c a p i t a l of the o l de r v i n t a g e . 
However, how long should an o ld f i rm should continue w i l l 
depend not on r e l a t i v e p r i c e s t r u c t u r e , but the r a t e of 
i n t e r e s t . For d e t a i l e d d i s c u s s i o n see au tho r * s " I n t e r e s t 
Hates in a Deve lop ing Economy" ( t o be p u b l i s h e d ) , 



v a l u e f o r the new techno logy that w i l l be most a p p r o p r i a t e . By 

the c a p i t a l theory of va lue we may understand t h a t the p r i c e 

system i s such as would be p r eva l en t i f a l l the o the r f a c t o r s 

except c a p i t a l a re a v a i l a b l e at ze ro p r i c e . Only shadow p r i c e s 

determined on t h i s hypothes i s a re the ones tha t a r e r e l e v a n t f o r 

t a k i n g d e c i s i o n s f o r the growth of the moaem s e c t o r on t h e 

economy, which i s i n the p rocess of t r ans fo rmat ion from the 
8 

t r a d i t i o n a l economic system t o the modern one. Th i s i s the 

p r i c e system, which i s the a p p r o p r i a t e one i f l i x p r i c e method of 

a n a l y s i s i s to by used. In other words , a constant p r i c e 

n a t i o n a l income s e r i e s in a deve l op ing economy should be 

expressed i n t he p r i c e system de r i v ed as above r a t h e r than in 

any h i s t o r i c a l l y g i v en one. This i s the p r i c e systan in which 

components and a gg r ega t e s of n a t i o n a l income should be expressed . 

4, C a l c u l a t i o n Procedure of the App rop r i a t e F i x p r i c e St ructure 

• From thb c r i t e r i a d i s cussed i n the preced ing s e c t i o n the 

f i x p r i c e s t ruc tu r e f o r a deve lop ing economy A can be de r i v ed as 

f o l l o w s . Let A be the Input -Output f l ow matr ix cor responding 

6 I t w i l l be c l e a r that such a p r i c e system w i l l be pu re l y of 
an account ing cha r ac t e r . I t can never be a c t u a l l y p r e v a 
l en t in the economy i r r e s p e c t i v e of the compet i t ive 
cha rac te r of the economy. I t can on ly pr^ iva i l i f whole of 
the l a bou r f o r c e i s s u b s i d i s e d by the c e n t r a l p lanning 
a u t h o r i t y and then f r e e compet i t ion p r e v a i l s i n e q u a l i s i n g 
the r a t e of r e tu rn t o a l l the ent repreneurs engaf^ed i n 
p roduct ion with the techno logy of the modern v i n t a g e . This 
h i g h l i g h t s v i v i d l y tha d i f f e r e n t p r i c e systems that should 
govern the a c t i ons of i n d i v i d u a l ent repreneurs and the 
p lann ing a u t h o r i t y in a country exper i enc ing t e chno log i c a l 
t r a n s f o r m a t i o n . In such c i rcumstances a pure l a i s e e -
f a i r e i s not l i k e l y t o d e l i v e r goods , nor a c o n t r o l l e d 
economy unguided by the shadow p r i c e system d e s c r i b e d 
above . 



t o the modern s ec to r (new t e c h n o l o g i c a l complex) of the economy. 

And l e t B be the cor responding c a p i t a l c o e f f i c i e n t mat r ix , of 

which the element b i j w i l l r epresent the amount of commodity i 

r equ i r ed f o r c r e a t i n g an unit capac i ty f o r the product ion of 

commodity j . Then i f P i s the p r i c e v e c t o r , then ?B w i l l g i v e a 

vector of c a p i t a i costs f o r t h e i n d i v i d u a l s e c t o r s of the 

economy. The v a l ue ada^^d in i n d i v i d u a l s e c t o r s i s ^ iven by 

P ( I - A ) . From the v iewpoint of the c a p i t a l theory of v a l u e , t h i s 

should be p r o p o r t i o n a t e to ? B . hS po inted out e a r l i e r , i t i s 

only the c a p i t a l theory of va lue that i s r e l e van t f o r d e r i v i n g 

app rop r i a t e f i x p r i c e s t r uc tu r e f o r a deve lop ing economy. Let r 

be t h i s p r o p o r t i o n a l i t y f a c t o r . Then we get 

P ( I - A ) = rPB or P { ( I - A ) - rB ) = 0 

or , P ( I - A ) Cl - ( l - A l ' - ^ r B j ' = 0 ( 1 ) 

This shows tha t Z P ( I - A ) i s an e igen row v ec to r of the 
- 1 

matr ix ( I - A ) B . As Z denotes the value added, i t must be non -

nega t i ve i n a l l i t s e lements . By Frobenions Theorem, i t w i l l be 

true f o r the e i gen row v ec to r cor responding to the g r e a t e s t 

eigen va l ue on ly . Thus the v e c t o r Z i s un ique ly determined 

determining P the p r i c e vec to r in i t s t u r n . The corresponding r 
Added 

w i l l g i v e the common Va lue / c a p i t a l r a t i o . 
5. An Approp r i a t e f ' i xp r i ce S t ruc tu re f o r I n d u s t r i a l Sec to r of 

Ind i an ilconomy 

The above method enao les us t o c a l c u l a t e the a p p r o p r i a t e 

f i x p r i c e s t r u c tu r e f o r d i f f e r e n t commodity groups that a r e 

t i i s t in^uished in an input -output t a b l e . For Ind ia an I n p u t -

Output t a b l e f o r the year 1 9 5 9 has been prepared by the 
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Economics D i v i s i o n of the P l ann ing Commission which d i s t i ngu i she s 

21 d i f i e r e n t i n d u s t r i a l commodity g roups , i n c l ud ing t r a n s p o r t . 

The c o e f f i c i e n t s i n i t have been de r i v ed from the da t a thrown up 

by Annual Survey of I n d u s t r i e s f o r the l a r g e s c a l e s e c t o r . They 

can be taken as p e r t a i n i n g to the modern t e c n n o l o g i c a i complex of 

the i n d u s t r i a l s e c t o r . Corresponding to t h x s , we a t Gokhale 
9 

I n s t i t u t e have prcpart.d a c a p i t a l coe f j - i c ient m a t r i x . With the 

h e l p of these two t a o l e s , we have c a l c u l a t e d i he a p p r o p r i a t e f i x -

p r i c e s t r u c t u r e f o r the Ind ian Economy. These a r e ^ iven i n 

t a b l e No. 1 . These ^ i ve the pe rcentage adjustment necessa ry to 

1959 p r i c e s t o a r r i v e at the a p p r o p r i a t e f i x p r i c e system. These 

have been normal i sed in such a way t h a t the t o t a l output f o r the 

year 1959, when c a l c u l a t e d by us ing these p r i c e s w i l l be equal 

t o the t o t a l output c a l c u l a t e d by u s ing the p r e v a l e n t market 

p r i c e s in 1959. The p ropor t ion tha t d i f f e r e n t commodity groups 

form of the t o t a l output i s a l s o g i ven in the same t a b l e . Table 

No. 2 g i v e s the t o t a l output of va r i ous commodity groups in 1959 

constant p r i c e s over the years 1951 t o 1965. Corresponding 

f i g u r e s in f i x p r i c e s are g i ven i n Tab le No. 3- Output of each 

group f o r each year have been est imated by the h e l p of the 

r e l e v a n t index number of s e c t o r a l i n d u s t r i a l p roduct ion preparc^d 

by G . b . L , and the output f o r 1959 i s taken from tha Input-Output 

t a b l e . • 

Tab le No . 4 g i v e s the y e a r l y growth r a t e of i n d u s t r i a l 

output c a l c u l a t e d with these two p r i c e systems. I t w i l l be S^^^T^ 

9 "An I n t e r - I n d u s t r y C a p i t a l Tabxe f o r I n d i a - F i r s t 
Approx imat ion " , by p . N. Mathur, p r e sen ted at Input-Output 
Seminar, Poena 1965. 



that the average growth r a t e dur ing the l a s t f i v e years t u rn 0i>^ 

to be more than tha t surmised on the b a s i s of constant p r i c e 

s e r i e s , though the re i s not much d i f f e r e n c e in pre 195S growth 

r a t e s . Th i s s i g n i f i e s that i t i s laainly a f t e r 195S that the 

s t ruc tu r e of i n d u s t r i a l p roauct ion have become s i g n i f i c a n t l y 

growth o r i en ted and now we a re a b l e t o sus t a in a much h i g h e r 

r a te of i n d u s t r i a l growth than was po s s i b l e be fore 1956. 

6, D e f l a t i o n of Value Added 

Oice the f i x p r i c a s t r u c t u r e i s g iven the p ropo r t i on of the 

value added t o the v a l u e of t o t a l output i s f i x e d i f unde r l y ing 

t e c h n o l o g i c a l complex remains the same. But a s po inted out 

above, i n a deve lop ing economy, i t i s t h i s t e c h n o l o g i c a l complex 

that w i l l be changing from year to yea r as the p r o p o r t i o n o f t h e 

c a p i t a l of the modern v in tage w i l l go on i n c r e a s i n g over y e a r s . 

This i m p l i e s that the p ropor t ion of va lue added t o the t o t a l 

output a t the f i x p r i c e system d e s c r i b e d above i s t o be c a l c u l a t e d 

every year f o r c o n s t n i c t i n g a s e r i e s of va lue added i n each 

commodity group at f i x p r i c e s . I t w i l l be seen t n a t t he t o t a l 

value added thus d e r i v e d w i l l be equa l in each yea r t o the t o t a l 

value of commodities a v a i l a b l e f o r use i n the f i n a l demand a t 

f i x p r i c e s . Th i s i s a very important requirement t h a t must be 

s a t i s f i e d by a l l d e f l a t i o n schemes f o r t h e i r be ing a n a l y t i c a l l y 

use fu l . 

The cons t ruc t i on of t h i s r e q u i r e s the a v a i l a b i l i t y of , 

average Input -Cutput t a b l e s of the economy f o r each y e a r , so t h a t 

d i f f e r ences in the p r opo r t i on of va iuc added due t o t e c h n o x o g i c a l 

change can be e s t imated . Un fo r tuna te ly no ave r age Input -Output 
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t a b l e i s a v a i l a b l e f o r I n d i a . In the Input -Output t a b l e p r e p a r 

ed by the Economic D i v i s i o n of the P lanning Commission f o r the 

y ea r 1959i the input c o e f f i c i e n t s f o r the manufacturing s e c t o r 

were d e r i v e d from the data a v a i l a b l e f o r the l a r g e sca le s e c t o r , 

from th e census pa r t of annual Survey of I n d u s t r i e s and the same 

c o e f f i c i e n t s were app l i ed t o the t o t a l output of t he s e c to r s t o 

d e r i v e the t o t a l i n p u t s . T h e r e f o r e , t h i s t a b l e cannot be taken 

as an average one f o r the purpose . Thus a t p resent i t i s not 

p o s s i b l e t o d e f l a t e the v a l ue added s e r i e s in t h i s manner due 

t o the pauc i t y of r e l e van t i n f o rmat i on . 

However, f o r the present pape r , we have const ructed a 

s e r i e s of va lue added accord ing t o i n d u s t r i a l o r i g i n in f i x -
10 

p r i c e s , on the assumption that the Input -Output t a b l e prepared 

by t h e P lanning Commission i s an average t a b l e and the average 

s t r uc tu r e have remained the same. Th i s i s g iven i n Tab l e 5. As 

po inted out above , both these assumptions a r e very tenuous in 

our circumstances which l e a v e s the s e r i e s more as an i l l u s t r a 

t i v e e x e r c i s e r a t h e r than a s u b s t a n t i v e p i e c e . I t can be cons i 

dered only a counterpart i n f i x p r i c e system of the usua l constant 

p r i c e s e r i e s , where the net va lue added i s c a r r i e d forward by an 

index of i n d u s t r i a l p roduct ion . Both i n v o l v e the assumption of 

constant r a t i o of va lue added to t o t a l p roduct ion dur ing the 

relevc;nt p e r i o d , which i s u n l i k e l y t o be s a t i s f i e d i n the 

context of a deve lop ing econoray. 

10 The f i x p r i c e system has been only de r i v ed f o r industr ia i t 
s e c t o r . The shadow p r i c e s of other s ec to r s have been taken 
as z e r o . 



TABLE NO. 1 : Appropr ia te F i x p r i c e St ructure of i n d u s t r i a l Sector 1959. 

Sr, Comrriodity Appropriate 1959 Produ 1959 Produ Percentage of Percentage 
No. Fixprice ction at ction at of 1959 

structure Market Appropriate duction. :at productxon 
Pr ices , Fixpr ices ra^arkeii 

p r i ce . 
at Appropri 
ate f i x -
pr ices . 

I" I I I I I IV V VI V I I 

1 Coal 0.54^434 94 .9 52 .046306 1.707879 0.9366 
2 Iron ore and Iron &, Steel 1.683733 2 4 3 .3 409 .664522 4.378577 7 . 3 7 2 5 

3 Other Minerals 0.67B056 61 . 7 41.835980 1,110391 0 . 7 5 2 9 
U Other Metals 1.109715 1g.6 20,640769 0 . 3 3 4 7 3 7 0.3715 
5 Non-Electr ica l fcquipmentB 1.049073 318,9 334.549609 5.739121 6.0207 
6 Elec t r i ca l Equipments 1.032469 101.8 105.105193 r.B32056 1.8915 
7 Transport Equipments 0 . 9 6 6 7 4 4 • 237.9 229.988376 4 . 2 8 1 3 9 5 4.1390 

Chemicals 0.917944 212.0 194.604138 3.815283 3.5022 
9 Petroleum & Crud Oi l 1,2S37^S 72,0 92.432745 1 . 2 9 5 7 5 6 1.6635 
10 F e r t i l i z e r s 3.190709 25.6 81,682172 O.460713 1.4700 
11 Cement 44.4 64 . 3 6 1 9 3 7 0.799050 1.1583 
12 Glass , Wood, Non-metalic etc . 1. II9IS3 180.9 202.460217 3.6435 
13 Food Industry 0.404913 1451.0 587.52SI97 26 . 1 1 3 0 9 1 10.5734 
14 Cotton & Other Text i les 0 . 7 6 0 9 5 6 852,6 6 4 8 . 7 9 1 2 4 6 15 .3439I6 11-6760 
15 Jute Text i les 0.541014 161-7 8 7 - 4 8 1 8 6 1 2.910053 1.5744 
16 Leather & Rubber Products 0.500i,73 153.6 76.«72791 2 . 7 6 4 2 8 O r.3836 
17 Paper & Products I . 4 6 B 7 3 0 130 .3 191.375537 2-. 344959 3.4441 
18 E lec t r i c i ty generation 2 . a 3 B 3 4 3 124,6 353.657421 2.24237s 6 . 3 6 4 6 
19 Other Industry 0.942413 • 100,7 94.900982 1,812259 1.7079 
20 Railway Transport 2.256079 426 .5 962 .217488 7.675557 1 7 . 3 1 6 6 
21 Road Transport 1 . 3 3 2 6 2 9 543 .6 724.417144 9 . 7 8 2 9 6 1 13.0372 

5556.6 5556.6I463I 100.000000 100,0000 



TABLE - 2 : I n d u s t r i a l P roduct ion a t 1 9 5 9 Constant P r i c e s . ( i n c ro r e rupees ) 

nt* 1951 195^ ^953 1954 1955 1956 1957 1958 1959 I96O 1961 I962 1963 1964 1965 

79-5 S7.7 . 91.5 94.9 104.4 111.4 122.2 132.g 127.0 137.1 
173.7 171.6 . 162.0 243.3 333.6 326.5 411.1 46i5.0 470.4 4S7.6 
50.3 55.1 58.3 61.7 6 9 . 0 74.1 ^ 1 . 1 B S . 5 65.0 91.9 
14.1 14.5 1 6 , 2 1 8 . 6 20.5 21.8 28.3 30.4 30.7 30.6 

171.6 222.3 254.5 3IB.9 406.3 46.1.2 503.2 625.6 ' 7 0 4 . 7 843.6 
7 6 . 3 90,5 95.1 101.8 134.2 139-8 1 6 1 . 3 1 8 1 . 4 215.3 240.2 

242.0 255.1 - 231.1 237.9 289.0 316.6 3 6 6 . 4 365.2 466,1 502.7 
1 6 1 . 7 1 6 2 . 5 1 8 8 , 2 212.0 238.8 2rj.; 311-5 383.6 3 6 6 , 3 3 ^ 6 , 2 

54.4 6 2 , 2 66.7 72,0 8 0 . 3 85.1 92.0 1 0 6 . 9 118.1 123.9 
20.4 2 2 , 0 23.2 25.6 28.2 3 6 . 2 40.0 4 6 . 4 51.2 53.1 
32.1 3 6 . 4 39.5 44.4 50.2 52.8 5 5 . 0 59.9 6 2 . 0 6 6 - 9 

123.9 142.0 . 159.5 180,9 2 0 8 . 3 224.0 272,8 253.5 2 6 7 . 3 2 6 6 . 2 
1308.4 1397.4 .1414.4 1451.0 1564.8 1717.9 1702.2 1540-7 1823.9 1973.0 
830.2 836.0 . 819.4 852.6 877.5 924.0 946.4 1008,7 1083.4 1427,9 
1 6 4 . 5 155.8 . 1 6 0 . 0 1 6 1 , 7 1 6 3 - 3 147-4 1 8 1 , 6 192.8 199.0 207,1 
131.1 135.6 . 140,8 153.6 I87.O 203.3 2 1 8 . 9 242,3 255-2 2 8 0 , 6 

89.6 98.1 . 1 1 4 - 1 130.3 155.4 163-0 170.8 203.2 213.1 221,5 
8 2 . 2 92,8 1 0 4 - 8 124.6 140.7 163.6 183.9 212.2 2 4 3 - 5 264-4 
86,4 90.0 . 92.7 100.7 112.5 120.3 130.8 141.6 151.0 159.7 

350.3 387.1 392.3 426.5 462.0 505.4 574.6 632.8 640.8 705.8 
438.6 454.3 . 490.2 543.6 5 7 6 . 9 617-3 684.6 784.8 W . A . W . A . 

1 69.2 72.4 72,1 74.1 77.1 
2 146.4 151.9 143-3 165.7 1 6 7 - 1 
3 43.7 4 6 . 2 45.5 46.9 48.8 
4 11.3 11.0 10.5 13-2 13.9 
5 77.6 61 .3 6 4 . 7 9 8 - 7 142.9 
6 33.3 37.7 39.8 44.6 54.9 
7 111.6 96.1 100.7 119.8 176.9 
8 117.9 1 2 6 . 8 135.4 136.6 155.7 
9 3.5 3.3 3.4 9.0 42,3 
1 0 4.4 11.4 15.9 1 8 . 8 20.1 
1 1 20.8 23.0 24.6 2 8 . 6 29.2 
12 79.8 85.6 87-0 99.1 108.4 
13 1044.1 1097.8 1 0 6 1 . 1 • • 1 0 6 3 . 7 1 2 3 2 . . 9 
14 651-7 6 7 2 . 4 733.9 757.1 775.4 
15 129.6 139.5 13I-I 139.5 I53..8 
1 6 101.3 90.7 94.6 110.4 120.7 
17 59.6 6 2 . 0 6 4 . 6 72.9 85.-9 
1 8 50.1 52.4 56.8 6 3 - 7 72.5 
19 6 3 - 5 65.5 6 7 . 2 71.8 79.4 
20 294.7 273.5 273.3 289.7 319.7 
21 301.5 309.4 336.7 364.2 384.4 

3415.6 3489.9 3562.2 3788.1 4242.0 

N.A . =* Not A v a i l a b l e 

* •= Sum of f i r s t twenty s e c t o r s . 

* * « S e r i a l Nos . o f Commodities a re same as Tab le No . 1. 



TABLE NO, 3 : i n d u s t r i a l P r o d u c t i o n A t F i x p r i c e S t r u c t u r e . ( i n c r o r e r u p e e s ) 

195^' 1 9 5 2 1 9 5 3 1 9 5 4 1 9 5 5 1 9 5 6 1 9 5 7 1 9 5 8 1 9 5 9 I 9 6 O 1 9 6 1 1 9 6 2 1 9 6 3 1 9 6 4 1 9 6 r " 

1 3 7 . 9 3 9 . 7 3 9 . 5 40.6 4 2 . 2 43.6 4 8 , 1 50.1 5 2 . 0 57-2 61.0 66.9 72.8 69.6 7 5 , 1 
2 246.5 2 5 5 . 9 2 4 1 . 3 2 7 9 - 0 281.3 2 9 2 , 4 288,9 3 Q 6 . 5 4 0 9 - 7 561,8 5 4 9 . 8 692,2 788.1 7 9 2 . 2 821.2 
3 2 9 . 6 3 1 . 3 3 0 . 8 3 1 . 7 33.1 3 4 . 1 3 7 . 3 3 9 . 5 4 1 . 8 46-7 5 0 , 2 5 4 . 9 5 9 -9 5 7 .6 6 2 . 2 
4 1 2 . 5 1 2 . 2 11.6 1 4 . 6 1 5 . 4 1 5 . 6 16.0 1 7 . 9 20.6 2 2 . 7 2 4 , 2 3 1 . 3 3jJ.6 34.0 3j).9 
5 81,4 6 4 . 3 6 7 . 9 1 0 3 . 5 1 5 0 . 0 180.0 2 3 3 . 1 2 6 7 . 0 3 3 4 . 5 426.1 4b3.7 527.9 6 5 6 . 2 739-2 8S4.9 
6 34-4 3 8 . 9 4 1 . 1 4 6 . 0 5 6 . 6 7 8 , 8 9 3 - 4 98,2 I 0 5 . I 138.6 144.3 166.5 187-3 222 ,3 248.0 
7 1 0 7 . 9 9 2 . 9 9 7 . 3 1 1 5 . 8 1 7 1 . 0 2 3 4 - O 2 4 6 . 6 2 2 3 . 4 2 3 0 . 0 2 7 9 . 4 3 0 6 . 0 3 5 4 . 2 3 5 3 . 1 4 5 0 . 6 4 8 6 . 0 
8 108,2 1 1 6 . 4 1 2 4 . 2 1 2 5 . 4 1 4 2 . 9 1 4 8 . 4 1 4 9 . 2 1 7 2 , 8 1 9 4 . 6 2 1 9 . 2 262,2 2 8 5 . 9 352,1 3 3 6 . 2 354-5 
9 4 . 5 4 . 2 4 . 4 1 1 . 5 5 4 . 2 69.8 7 9 - 8 8 5 . 6 9 2 . 4 1 0 3 . I 109.2 1 18 . 1 1 3 7 - 2 1 5 I . 6 1 5 9 - 0 
10 1 4 - 1 36.4 5 0 . 7 5 9 . 8 6 4 - 0 65.0 7 0 .3 7 4 . 0 8 1 . 7 90.0 I I 5 . 4 1 2 7 . 6 14i5.0 163-4 169-4 
11 3 0 . 1 3 3 . 4 3 5 . 7 4 1 . 5 4 2 . 3 4 6 . 5 5 2 . 8 5 7 . 2 6 4 . 4 7 2 . 9 76.6 7 9 . 7 8 6 . 9 9 0 . 0 9 7 . 1 
12 8 9 . 3 9 5 . 8 9 7 . 4 1 1 1 .0 121.4 138.7 158.9 178.5 202.5 2 3 3 - 2 250,8 305.4 283-8 299-2 320,4 
1 3 4 2 2 , 7 4 4 4 . 5 4 2 9 . 6 4 3 0 , 7 4 9 1 . 1 5 2 9 . 8 5 6 5 - 8 5 7 2 . 7 587-5 633-6 695.6 6 8 9 . 2 664.3 738.5 798.9 
14 4 9 5 . 9 5 1 1 . 7 5 5 8 . 5 576.1 5 9 0 . 0 631 .7 636.2 623.5 648,8 6 6 7 . 8 7 0 3 . 1 720.2 7 6 7 - 6 8 2 4 . 4 1086,6 
^5 7 0 , 1 7 5 . 5 7 0 . 9 7 5 . 5 8 3 - 2 8 9 . 0 8 4 , 3 8 6 , 6 8 7 - 5 88.4 7 9 - 8 9 8 . 3 104.3 1 0 7 . 7 - 1 12 . 1 
16 5 0 . 7 4 5 . 4 4 7 . 4 5 5 . 2 60.4 65-6 6 7 - 9 70.5 76.9 9 3 - 6 101.8 I O 9 . 6 1 2 1 . 3 1 2 7 - 7 140.5 
1 7 8 7 . 5 9 1 . 1 9 4 . 9 1 0 7 . 2 1 2 6 . 2 1 3 1 . 6 1 4 4 . 1 1 6 7 - 6 1 9 1 . 4 228.3 239.4 250.9 2 9 8 , 6 3 1 3 - 0 325-4 
18 1 4 2 . 3 1 4 8 . 8 1 6 1 , 2 1 8 0 , 8 2 0 5 . 8 2 3 3 . 6 263-5 2 9 7 . 6 3 5 3 . 7 3 9 9 - 5 4 6 4 - 4 5 2 1 - 9 602,5 6 9 1 - 3 7 5 0 .6 
1 9 5 9 . 9 6 1 . 7 63.3 6 7 . 7 7 4 . 9 81 ,5 8 4 . 9 8 7 . 3 9 4 - 9 106.0 1 1 3 . 4 1 2 3 - 2 1 3 3 - 4 1 4 2 . 3 1 5 0 . 5 
2 0 6 6 4 . 8 6 I 7 . O 616,7 653-6 7 2 1 . 4 790.3 8 7 3 - 4 885.1 9 6 2 . 2 1 0 4 2 . 3 1 1 4 0 . 2 1 2 9 6 . 2 1 4 2 7 - 7 1 4 4 5 - 8 1 5 9 2 . 3 
2 1 4 0 1 . 8 4 1 2 . 2 4 4 8 . 6 4 8 5 . 3 5 1 2 . 2 5 8 4 . 4 6 O 5 . 5 653-2 7 2 4 . 4 7 6 8 . 8 822.6 9 1 2 . 2 1 0 4 5 . 8 N . A . N . A . 

3 1 9 2 . 1 3 2 2 9 - 3 3 3 3 3 - 0 3612.5 4039.6 4 4 8 4 . 4 4800.0« 5 O I 4 . 8 5 5 5 6 . 6 6 2 7 9 - 2 6 7 9 3 . 7 7 5 3 2 , 3 8324.5 7 7 9 6 - 6 * 8 6 6 8 . 6 * 

N.A, - Not a v a i l a b l e 

* = Sum of f i r s t twenty s e c t o r s , 

* * = S e r i a l nos . of commodities are same as t a b l e N 0 . I . 



Tab l e k : Yea r ly I n d u s t r i a l Growth Rate from I951 to 1963 

From 

To 

1 9 5 1 

1 9 5 2 

1 9 5 2 

1 9 5 3 

1 9 5 3 

1 9 ? + 

1 9 5 W 

1 9 5 5 

1 9 5 5 

1 9 5 6 

1 9 5 6 

1 9 5 7 

1 9 5 7 

1 9 5 8 

Aver~ 
age 
y e a r l y 
growth 
r a t e 

1 9 5 8 

1 9 5 9 

1 9 5 9 

i 9 6 0 

I 9 6 0 

1961 

1 9 6 1 

1 9 6 2 

1 9 6 2 

1 9 6 3 

A v e r 
age, 
yearly-
growth 
r a t e 

At 
App ro 
p r i a t e 
F i x -
p r i c e s 3 . 5 1 + ; 3 . 2 0 8 . 2 5 l l . i f l 1 0 . 8 l f 6 . 8 0 1 + . 6 9 6 . 9 6 1 1 . 3 2 1 5 . 9 : 0 9 1 0 , 2 7 9 . 8 2 1 1 . 1 9 

At 
Constant 
1 9 5 9 

p r i c e s 3 . IV 1 . 7 V 5 . 9 3 1 2 . 3 2 1 0 . 6 0 6 . 0 i f 3 - 0 3 6 . 1 1 7 . 8 7 1 2 . 5 7 7 . 0 6 8 . 2 0 6 . 7 5 8 . i f 9 



Table _5 ' Gross Value Added (At F ixpr ice ) ( i n Crore Rupees) 

* * i l 9 5 l 1 9 5 2 •' 1 9 5 3 1 9 5 ^ 1 9 5 5 1 9 5 6 1 9 5 7 1 9 5 8 1 9 5 9 I 9 6 0 1 9 6 1 1 9 6 2 1 9 6 3 1 9 6 4 1 9 6 5 

1 
2 
3 
4 
5 
6 
7 
8 
9 

1 0 
1 1 
1 2 
1 3 
Ih 
1 5 
1 6 
1 7 
1 8 

1 9 
2 0 
2 1 

2 1 . 7 
1 ^ 5 . 9 

2 2 . 3 
5 . 3 

46.9 
1 7 . 4 
5 7 . 8 
5 4 . 0 

3 . 1 
8 . 4 

1 9 . 6 
5 8 , 0 

2 9 6 . 5 
2 8 4 . 8 

V 3 . 3 
24.7 
6 0 . 6 

1 0 9 . 5 
3 1 . 8 

6 1 6 . 8 
3 1 7 . 7 

2 2 . 7 
1 5 1 . 5 

2 3 . 6 
5 . 2 

3 7 . 0 
1 9 . 7 
4 9 . 8 
5 8 . 1 

2 . 9 
2 1 . 8 
2 1 . 7 
6 2 . 3 

3 1 1 . 8 
2 9 3 . 9 

46.6 
2 2 . 1 
6 3 . 0 

1 1 4 . 5 
3 2 . 8 

5 7 2 . 4 
3 2 6 . 0 

2 2 . 6 
142 .8 

2 3 . 2 
4 . 9 

2 0 . 8 
5 2 . 1 
6 2 . 0 

3 - 1 
3 0 . 4 
2 3 . 1 
6 3 . 3 

3 0 1 . 4 
3 2 0 . 7 

4 3 . 8 

2 3 . 1 
6 5 . 7 

124.0 
3 3 . 6 

5 7 2 . 1 
3 5 4 . 7 

2 3 . 3 
1 6 5 . 1 

2 3 . 9 
6 . 2 

5 9 . 6 
2 3 . 2 
6 2 . 0 
6 2 . 6 

8-.0 
3 5 . 8 
2 6 , 9 
7 2 . 1 

3 0 2 ; I 
3 3 0 . 9 

46.6 
2 6 . 9 
7 4 . 1 

1 3 9 . 1 
3 6 . 0 

6 0 6 . 4 
3 t i 3 . 7 

2 4 . 2 
1 6 6 . 5 

2 4 . 9 
6 . 5 

8 6 . 4 
2 8 . 6 
9 1 . 6 
7 1 - 3 
3 7 . 7 
3 8 . 3 
2 7 . 5 
7 8 . 9 

3 4 4 . 5 
3 3 8 , 9 

5 1 . 4 
2 9 . 5 
8 7 . 3 

1 5 8 . 3 
3 9 . 8 

6 6 9 . 3 
4 0 5 . 0 

2 5 . 0 

1 7 3 . 1 
2 5 . 7 

6 . 6 

1 0 3 . 7 
3 9 . 8 

1 2 5 . 3 
74..a 
48 .5 
3 8 . 9 
3 0 . 2 
9 0 . 1 

3 7 1 . 6 
3 6 2 . 8 

5 4 . 9 
3 2 . 0 

9 1 . 1 
1 7 9 . 7 

i+3.3 
7 3 3 . 2 
4 6 2 . 1 

2 7 . 6 
1 7 1 . 0 

2 8 . 1 
6 . 8 

1 3 ^ . 2 
4 7 . 2 

1 3 2 . 1 
7W.fe 
5 5 . 4 
4 2 . 1 
3 4 . 3 

1 0 3 . 3 
5 9 6 . 9 
3 6 5 - 3 

5 2 . 0 
3 3 . 1 
9 9 . 7 

2 0 2 . 7 
4 5 . 1 

8 1 0 . 3 
4 7 8 . 7 

2 8 . 7 
1 8 1 . 4 

2 9 . 8 
7 . 6 

1 5 3 . 7 
4 9 . 6 

86. 
? 9 . 5 
4 4 . 3 
3 7 . 2 

116.0 
403:, 7 
3 5 8 . 1 

5 3 . 5 
3 4 . 4 

1 1 5 . 9 
2 2 9 . 0 
4 6 . 4 

8 2 1 . 2 
5 1 6 . 5 

2 9 . 8 
242 . 5 

3 1 . 5 
8 . 7 

1 9 2 . 6 
5 3 . 1 

1 2 3 . 2 
99.1 
64.2 
48.9 
4 1 .8 

1 3 1 . 6 
4 1 2 . 1 
3 7 2 . 6 

5 4 . 0 
3 7 . 5 

1 3 2 . 4 
2 7 2 . 1 

5 0 . 4 

8 9 2 . 7 
5 7 2 . 8 

32.8 
3 3 2 . 5 

3 5 . 2 
9 . 6 

2 4 5 . V 
7 0 . 0 

149.6 
1 0 9 . 4 

7 1 . 6 

5 3 - 9 
4 7 . 3 

1 5 1 . 5 
4 4 4 . »̂  
3 8 3 . 5 

5 4 . 5 
4 5 - 7 

1 5 7 . 9 
3 0 7 . 3 

5 6 . 3 
9 6 7 . 0 

6 0 7 . 9 

3 5 . 0 
3 2 5 . 4 

3 7 . 8 
1 0 . 2 

2 7 8 . 5 
7 2 . 9 

1 6 3 . 9 
129.8 

7 5 . 9 
6 9 . 1 
4 9 . 7 

1 6 3 . 0 

V87.9 
4 0 3 . 8 

4 9 . 2 
4 9 - 6 

1 6 5 . 6 
3 5 7 . 3 
60.2 

1 0 5 7 . 8 
6 5 0 . 5 

3 8 . 4 
4 0 9 . 7 

4 1 . 4 
1 3 . 2 

3 0 3 . 9 
84.1 

1 5 9 . 7 
i V 2 . e 

, '8'2.(D 
7 6 . 4 
5 1 . 8 

1 9 8 . 5 
46-3.4 
4 1 3 . 6 

60.6 
5 3 . 4 

1 7 3 . 6 
4 0 1 . 5 

6 5 . 4 
1 2 0 2 . 6 

7 2 1 . 3 

4 1 . 7 
466.5 

4 5 . 2 
14 .2 

3 7 7 . 8 
9 4 . 6 

1 8 9 . 1 
1 7 5 . 8 

9 5 . 3 
8 8 , 6 
56.4 

1 8 4 , 4 
466,0 
440.8 

64,4 
5 9 . 2 

2 0 6 . 5 
4 6 3 . 5 

7 0 . 9 
1 3 2 4 . 6 

8 2 7 . 0 

3 9 . 9 
468.9 

43 . V 
14 .4 

4 0 5 . 6 
1 1 2 . 3 
241 ,4 
1 6 7 . 8 

1 0 5 . 3 
9 7 . 8 
5 b . 4 

1 9 4 . 4 
5 1 8 . 0 
^ 7 3 . 5 

6 6 , 5 
6 2 . 3 

2 1 6 , 5 
5 3 1 . 0 

7 5 . 6 
1 3 4 1 . 3 
N. A. 

V 3 . 1 
486.0 

46.9 
Ik. 3 

5 0 9 . 5 
1 2 5 - 3 
2 6 0 . 3 
1 7 6 , 9 
1 1 0 . 5 
1 0 1 . 4 

6 3 . 0 
208.2 
5 6 0 . 4 
6 2 4 . 0 

6 9 . 2 
6 8 . 5 

2 2 5 . 1 
5 7 7 . 4 

7 9 . 9 
1 4 7 7 . 3 
N. A. 

2246.1 2 2 5 9 . 4 2 3 2 6 . 5 2 5 1 V . 5 2 8 0 6 . 4 3 1 1 1 . 7 3 3 ^ 0 . 3 3 4 9 0 . 4 3 8 6 1 . 6 4 3 3 3 . 3 4 6 9 3 . 1 5 2 0 7 . 1 5 7 5 2 . 5 5 2 5 5 . 1 * 5 8 2 7 . 2 * 

Rates 
o f 
Grow
th % 0 . 5 9 2 . 9 7 8 . 1 0 1 1 . 6 1 1 0 . 8 8 7 . 3 5 V.49 1 0 . 6 3 1 2 . 2 2 8 . 3 b 1 0 . 9 5 1 0 . 4 7 

N.A, = Not A v a i l a b l e . + = Sum o f f i r s t twenty s e c t o r s . * * = S e r i a l Nos. o f commodities a r e same 
as Tab le No. 1 . 



MTHEHATICAL APPENDIX 

The s u i t a b i l i t y of the Appropr ia te F i x p r i c e System f o r Macro-

Analysis o f a Deve loping Economy 

Let A and B denote input and C a p i t a l C o e f f i c i e n t mat r i ces 

r e s p e c t i v e l y . And l e t P denote the F i x p r i c e system app rop r i a t e 

for deve lop ing economies developed in the t e x t . Then i r r e s p e c t i v e 

of the composit ion of the output vec to r X, 

P ( I - a -|tB ) X = 0 ( 1 ) 

where p i s the v a l u e - a d d e d - c a p i t a l r a t i o which i s same in 

each a c t i v i t y ( i n d u s t r y ) w i th F p r i c e - s t r u c t u r e . Let T I J be the 

rate of p r o f i t i n j - t h indus t ry and it be the d i a gona l matr ix hav

ing (Ej as an element in i t s j - t h row and j - t h column. Fu r the r , 

let r j be the r a t e of growth of the output of j - t h indus t ry and 

R be the d i a gona l matr ix having r^ as an element in i t s j - t h row and 

j - t h column. F u r t h e r , l e t S^ be the ra te of s av ing s of the p r o f i t 

earners and S,̂  tha t of wage e a r n e r s . 

The t o t a l p r o f i t s earned w i l l be P B X wh i l e the wages 

w i l l be equa l to the remaining output v i z , F ( I - A - B T I ) X. 

The re f o r e , the t o t a l s a v i n g s of the economy w i l l be 

P ( B 7 1 ScX + ( I - A - B T I ) S ^ ) . 

Fur the r , the investment requirements f o r the output o f 

j - t h good to grow at the r a t e r j ( j = l , 2 . . . n) i s F B R X. 

For t h i s t o be equa l to the sav ings of the economy 

P Z~BR - Bn (Sc - S„ ) - ( 1 - A ) S „ J X = 0 . . . {21 

or, P / [ B R - B 7 I ( S C - Sw) - PB S^ - ( I - A - p B ) S^J JL = 0 . . . ( 3 ) 

But by ( 1 ) p ( l - A - ^ B)X = 0. 

Therefore (3J g i v e s 

PBRX = pPBS^ X + PB^ (Sc -S^ ) X ( 4 ) 

D i v i d i n g both s i d e s by PBX the va lue of the t o t a l c a p i t a l 

in the economy, we get 

r - p S„ + n (Sc - Sv,) ( 5 ) 



2 

where r i s the r a t e of growth of c a p i t a l and n i s the r a t e of 

p r o f i t in the economy. 

We know from ( 1 ) , t ha t 

PB = l / p (P ( I - A ) (6) 

S u b s t i t u t i n g t h i s i n ( 4 ) , we g e t , 

P ( I - A ) R X = p P ( 1 - A ) 3^ X + P ( I - A ) n (3^ - S„)X . . . ( 7 ) 

D i v i d i n g both s ide P ( l - A ) l , the amount of va lue added 

in the economy, we aga in ge t eq . (3) 

r p S^ + n (Sc - Svf) ( 5 ) 

This means that r and n may as w e l l be cons idered as average 

r a t e of growth of value added and average p r o f i t r a t e . 

Equation {3i i s the c l a s s i c a l macro-economic equat ion 

of growth theo ry . I f t he r e i s a common r a t e of s av ings in the 

economy, v i z . 3Q - ~ S . This becomes r = p S . . . (6) -

the Harrod-Domar aquat ion f o r growth r a t e . 

Fu r the r , i f the r a t e s of growth and r a t e s of p r o f i t s are 

same in a l l the sec to r s of the economy,the equat ion ( 4 ) becomes 

rPBX - p P B S ^ + 71 PBiS^ -Sc )X (8) 

D i v i d i n g both s i d e by PBX, we ge t 

r = pB„ + (Sc - Sw) n (9) 

Vh i l e equat ion ( 5 ) . r e f e r s t o the r a t e of growth o f c a p i t a l 

o r o f v a l u e . a d d e d , equat ion ( 8 ) g i v e s the same r e l a t i o n s h i p s f o r 

the r a t e of growth of ou tpu t . 

The po in t to note i s t h a t the above s imple r e l a t i o n s h i p s 

are based on the quat ion ( 1 ) above , which i s t rue i f and only i£ 

the p r i c e s t r uc tu r e used f o r v a l u a t i o n i s that de r i v ed from 1 ^ 

c a p i t a l theory o f v a l u e . 

"^This equat ion a l s o ho ld s i f output s t r u c t u r e i s proportions^ 
to the fiigen column v e c t o r . But that c o n d i t i o n w i l l be r a r e l y 
s a t i s f i e d in p r a c t i c e . See a u t h o r ' s o p . c i t . , p . 334. 
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2 
I t may be noted that in the above demonstrat ion not only 

rate o f growth and p r o f i t r a te can be taken d i f f e r e n t f o r d i f f e r e n t 
i ndus t r i e s , but evsn r a t e s of sav ings - both from p r o f i t s and wages 
- can be taken as d i f f e r i n g from indust ry to i ndus t ry . In that 
case, SQ and w i l l have to be conceived as corresponding d i a 
gonal m a t r i c e s . Fu r the r , matr ices R, n, , and may be taken 
as f u l l r a t h e r than only d i a gona l in t roduc ing i n t e r r e l a t e d n e s s b e 
tween growth r a t e s , p r o f i t r a t e s and saving r a t e s in d i f f e r e n t 
indus t r i e s . None of these compl icat ions w i l l d i s t r s c t from the 
main r e s u l t . 

Fu r the r , i t may be noted tha t i f r a t e s of growth and/or 

rates of p r o f i t are d i f f e r e n t f o r d i f f e r e n t i n d u s t r i e s the macro 

growth r e l a t i o n w i l l hold good f o r c a p i t a l goods or f o r va lue 
2 

added but not f o r t o t a l output . 



AN 2X5FCIS.1; IN DilFLATI^G COMPAFATIViiLY 
LONG FEKICD VALUH; CI OUTPUT SL>hIF;S 

1 . The quest ion of d e f l a t i o n of a s e r i e s of s e c t o r a l or 
agg regate n a t i o n a l income comes up r epea t ed l y and o f f e r s many 
vexing problems. The d i f f i c u l t i e s tend to be l e s s t r a c t a b l e 
the l onge r the income s e r i e s . The broad t h e o r e t i c a l i s s u e s ' 
invo lved in the p r o p o s i t i o n i s f a i r l y w e l l known but not a l 
ways amenable to s imple s o l u t i o n s . The a c t u a l i s sues faced by 
the n a t i o n a l income workers are invc^riably not of a t h e o r e t i 
c a l type a t a l l . They r e l a t e to choice between a v a i l a b l e a l t e r 
na t i ves thot are much below the second b e s t l e v e l in r e l a t i o n 
to the most s a t i s f a c t o r y s o l u t i o n . The d i f i i c u l t i e s are thus 
p r i m a r i l y data d i f f i c u l t i e s . They a re a l s o otten i n t r a c t a b l e * -
because g e n e r a l t h e o r e t i c a l p r o p o s i t i o n based on an e n t i r e 
set of t i m e . s e r i e s data cannot be e f i e c t i v e l y app l i ed to them, 
as the pe r i odoc . tha t i s , ipost o f ten y e a r l y estimi^tes a re to 
be produced any way. As Go ldsmith -put i t , the only remedy l o r 
an u n s a t i s f a c t o r y n a t i o n a l income est imate i s to produce ano 
the r est imate f o r the same magnitude and e s t a b l i s h d i r e c t l y 
on the b a s i s ' o f use o f . i n f o r m a t i o n i t s e l f tha t i t i s a b e t t e r 
one.^ . X 

2 . The choice in n a t i o n a l income d e f l a t i o n i s u s u a l l y b e t 
ween the use' of whot i s des i gna ted the const^ant p r i c e es t imate 
and ah a c t u a l d e f l a t i o n by an index number of p r i c e s . The 
a v a i l a b l e index numbers of p r i c e s a r e almost a lways o f the 
Laspeyres type w i th we ights more or l e s s approximating t o but 
seldofn corresoonding e x a c t l y to the va lue added by p roduct ion , 
in r e spec t of tfie var ious i tems. From ac tua l use i t i s not 
always easy t o i nd i c a t e which method of c ' e f l a t ion tends to 
more, s a t i s f a c t o r y r e s u l t s . This i s part ly - due to the f a c t that 
there i s no standard or t h i r d s e r i e s to which the d e f l a t e d 
s e r i e s could be compared w i t h . For n a t i o n a l income as a whcle 
or in r e spec t of any sub - agg r ega t e s i nvo l v ing heterogeneous 
agg rega t ions such a t h i r d r e f e rence s e r i e s i s hard ly l i k e l y 
to e x i s t . In l imi ted cases , however, i t i s p o s s i b l e to hare 
such a r e f e r ence o r standard s e r i e s , and i t i s t he r e f o r e 
poss ib le to- make a comparison, in an e f f o r t to a r r i v e a t a 
judgement about the r e l a t i v e e f f e c t i v e n e s s of the a l t e r n a t i v e 
methods. 

3. The present paper i s concerned vjith attempting such 
a comparison in respect of the composite va lue o f output of 
seven major food crops in Ind io over the pe r iod 1 9 0 0 - 0 1 to 
1 9 5 7 - 5 8 , In e s sence , the e f f o r t i s to juxtapose the index 
numbers r e p r e s e n t i n g three s e r i e s s tanding l o r the movement 
of product ion of these seven food c rops , namely, ( a ) a con 
stant p r i c e s e r i e s , ( b ) a cu r rent p r i c e s e r i e s d e f l a t e d w i th 
a constant weight index number and f i n a l l y , ( c ) a s e r i e s 
d i r e c t l y r ep r e s en t ing the phys i c a l volume of ou tput . The 
th i rd s e r i e s i s found p o s s i b l e in th i s case because the 



p h y s i c a l output of the seven kinds of f oodg ra in s are c o n s i d e r 
ed d i r e c t l y a d d i t i v e , in the sime sense that two tons of wheat 
o r r i c e a r e . The method of a g g r ega t i on invo lved in the t h i r d 
s e r i e s may be c a l l e d the constant f ood - va lue or constant t e 
chn i ca l w e i g h t s . The advantage with the t h i r d s e r i e s i s that 
i t i s f r e e from the p r i c e element and i s thus not a f f e c t e d by 
the index number prob lem. Quite obv i ous l y ttie t e chn i ca l qua
l i t y of jowar as a s u b s t i t u t e of , say, wheat as a food may be 
expected to remain constant w i th g r e a t e r p l a u s i b i l i t y than 
t h e i r r e l a t i v e p r i c e s . The d i sadvantage of t h i s assumption i s , 
however , that by i m p l i c a t i o n a l l s h i f t s in r e l a t i v e p r i c e s are 
assumed to be i r r a t i o n a l . The only j u s t i i i c a t i o n l o r t h i s i s 
that s h i f t s in r e l a t i v e p r i c e s w i th in i n d i v i d u a l crops a r e , 
in any case , i gnored in any a g g r e g a t i v e hand l ing , except 
i n s o f a r a s , the average p r i c e s are a f f e c t e d by them. Ivo 
g r e a t e r v i o l e n c e to common sense i s , t h e r e f o r e , pe rpe t ra ted 
in the present assumption. 

4 , The data on which the compar i son ' i s based i s d e r i v e d 
from a m u l t i p l i c i t y of s ou rces . The product ion data f o r seven 
c rops , namely, r i c e , wheat, j owar , b a j r a , maize , b a r l e y and 
gram, are based o n M u k e r j i ' s e s t imates f o r the p resent Ind ian 
Union t e r r i t o r y f o r 19OO-OI through 1 9 5 ^ - 5 3 , extended on the 
b a s i s of Government of I nd i a f i g u r e s upto 1 9 5 7 - 5 8 . An adequate 
set of p r i c e s a re more d i f f i c u l t to come by . What has , t h e r e 
f o r e , been done i s to produce a s imple average of the w h o l e 
s a l e p r i c e s upto 1 9 2 2 f r e e from the Pak i s t an and Burma, e l e 
ments as a v a i l a b l e f r o n the P r i c e s and V/ages in India.-^ 
S i m i l a r l y the who l e sa l e p r i c e s a v a i l a b l e f r »m 1 9 3 4 onwards i s 
summed up • v e r the centres a f r e s h to exc lude the Burmese and 
P a k i s t a n i c e n t r e s . These two s e r i e s have been j o ined together 
wi th index number de r i v ed from the a p p r o p r i a t e p r i c e s in respect 
• f the year 1 9 5 3 through 1 9 3 4 . The reason f o r the p a r t i c u l a r 
form of l i n k i n g i s t h a t f o r s i x out of the seven p r i c e s e r i e s 
the a v a i l a b l e data r e l a t e s t o r e t a i l p r i c e s . In consequence it 
was necessa ry to ad ju s t the l e v e l r a t h e r than d i r e c t i o n of 
t h e i r movements. The a c t u a l d e t a i l s of the r e s u l t a n t valuation 
procedure i s the same as in Muker j i a n d M u k e r j i , ^ I t i s obvious 
that these a l l - I n d i a average p r i c e s , wh i l e r e l a t i n g to the 
Ind i an Union t e r r i t o r y , are not weighted except through the 
i n c l u s i o n of p r i ce quota t ions f o r a number of centres each 
yea r . The f requency of the p r i c e q u o t a t i o n s , however, broadly 
correspond to the output in va r i ous s t a t e s and a rough and 
ready so r t o f weighted average i s a c t u a l l y produced by t h i s 
method. The v a l ua t i on of the output i s a c t u a l l y done, under 
these c i rcumstances , only at the a gg r ega t e l e v e l . 

5 , The b a s i c data i s g i v en in Tab l e I , The b a s i s of the 
d e r i v a t i o n of the f i g u r e s has a l r e a d y been g i v e n . The area 
under the seven major f o o d - g r a i n s have not been g iven* i 



There a re c o n s i d e r a b l e annual and p e r i o d i c f l u c t u a t i o n s in 
the area f i g u r e s . But i n s o f a r as p o s s i b l e the area f i g u r e s 
have been co r rec ted f o r r epor t ing area coverage and, in con
sequence the f i g u r e s are not a f f e c t ed by any s e c u l a r r i s e in 
the t o t a l area accounted l o r in the l a n d - s t a t i s t i c s . The 
a c t u a l p r i c e fit-.ures have l i kew i se b e e n omitted as they do not 
seem to be r e l e v an t in t h e p resent context . The average 
weighted rupee p r i c e s f o r a l l f ood - g r a in s can, however, be d e 
r i v e d , i f nece s sa ry . As regards t h e two index numbers, i t i s 
necessary to note t h a t the current weight index number i s d e 
r i ved by d i v i d i n g t h e current v^-lue of the output by the y i e l d 
and not by combining the current r e l a t i v e s wi th current 

we i gh t s . S i m i l a r l y , the constant p r i ce index number has been 
der ived by combining the a c t u a l p r i c e s per ton with f i xed 
weights de r i ved from 19-24-25 to 1928-29 average va lues f o r 
the seven crops and reducing the average p r i ces i n t o an index 
with 1900-01 as b a s e ; and not by conver t ing the p r i c e s in to 
p r i ce r e l a t i v e s f i r s t and then combining them; For who lesa le 
p r i ce i nd i ce s t h i s way of combining the p r i ces i s u sua l l y 
considered more s a t i s f a c t o r y . 

6, The r e s u l t s are presented i n Table I I * The d e f l a t i o n 
of the cur rent va lue of output s e r i e s by the changing" weight 
index number of p r i c e s , cons ide r ing the s t ruc tu r e of the index 
number, o b v i o u s l y l e ads back to the phys i ca l output s e r i e s , 
when i t i s a l s o cons idered as an index number s e r i e s , ho p e r 
s i s t e n t d i f f e r e n c e i s r evea l ed by the comparison of the o t h e r ' 
two s e r i e s v;ith the phys i ca l output s e r i e s . or s e v e r a l years 
the s e r i e s ob ta ined by d e f l a t i n g the current value s e r i e s w i th 
a f i x e d we ight index number correspond b e t t e r to the p h y s i c a l 
volume index . I t must, however, be r e c a l l e d that in *the p r e 
sent C i i s e , the we ights of the r e l evant index number s e r i e s 
are de r i ved from value in to quant i ty r e l a t i o n s h i p s f o r f i v e 
years f a l l i n g in the middle of the p e r i o d . Thus the problem 
r e l a t i n g t o the s h i f t in the weights f o r -the Paasche and the 
Laspeyres formulas are p a r t i a l l y avo ided . Th i s advantage , 
however, accrues e q u a l l y to the constant p r i c e s e r i e s , c-ven 
then both i n r e spec t of the number of d ev i a t i ons and t h e i r 
r e l a t i v e magnitudes, the d e f l a t e d s e r i e s dev i a t e s from the 
volume s e r i e s t o a g r e a t e r degree than the constant p r i ce 
s e r i e s . I t i s d i f f i c u l t to i n d i c a t e whe the r - th i s d i f f e r e n c e 
in q u a l i t y between the two s j r i e s i s s i g n i i i c a n t . N e i t h e r i t 
i s c l e a r that t h e volume index can unquest ionably b e r e g a r d 
ed as s t anda rd . But in case i t can be so r ega rded , i t seems 
thi t there may be a s l i g h t advantage in us ing a constant 
p r i ce s e r i e s r a t h e r than d e f l a t i n g an est imate w i th f i x e d 
weight index numbers, p ; - r t i c u i a r l y when long time pe r i ods are 
i nvo l ved . 

K,MUKt.RJI 
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TABLE I 

Output, Vcilue and P r i c e s of Seven P r i n c i p a l Food - g r a in s in 
Ind ia from 1 9 0 0 to 1 9 5 8 

Year 

(1) 

Current value 
of seven food 
g r a i n s in 
.mi l l i ons of 
.rupees 

( 2 ) 

Index number Index number 
of p r i c e s of p r i c e s 
w i th constant w i th 
1 9 2 5 - 2 9 a v e - changing 
ra^e weights .weights 
Base : 1 9 0 0 -OT Base : 1 9 O O -O I 
= 1 0 0 • • = 100 

(3) ( 4 ) 

Output 
of the 
seven 
food 
g r a i n s 
in 
m i l l i o n s 
of tons 

( 5 ) 

900-01 
901-02 
905-03 
903-04 
904-05 
905-06 
906,07 
907-OS 
908-09 
909-10 
910-11 
9 1 J - 1 2 
912-13 
913-14 

9 U - 1 5 
9 1 5 - 1 6 
9^6-17 
9 1 7 - 1 8 
918-19 
919-20 
920-21 
921 .-22 
922-23 
923-24 
924-25 
925-26 

926-27 
927-28 
928-29 
929-30 
930-31 
931-32 
932-33 
933-34 
93/.-35 
935-36 

4 0 4 4 . 0 2 
3 4 7 9 . 3 9 
3 6 7 1 . 9 2 
3 3 1 6 , 5 1 
3 8 5 9 . 2 6 
4730 , 4 7 
5 2 4 2 , 7 5 
5 1 1 9 . 2 9 
4 7 6 3 , 6 2 
4 8 2 7 . 1 1 
4 5 9 3 . 1 7 
5 3 9 5 . 32 
5 5 2 4 . 6 7 
5 3 5 3 . 83 
5 8 9 6 . r. 
6 2 2 1 , 0 5 
6 2 2 4 , 7 9 
7 6 2 5 . 9 1 
7 9 7 3 . 3 9 
9 9 9 7 . 9 2 
8 3 0 6 . 6 0 
8 6 5 3 . 5 2 
7 2 4 1 , 4 3 
6 5 0 7 . 2 8 
7 6 7 9 . 7 6 
7 6 8 3 . 8 3 
7 3 9 1 . 1 0 
7 0 9 5 . 5 6 
7 6 2 7 . 0 1 
6 0 6 5 . 7 7 
4 3 4 5 . 5 4 
4 3 9 3 . 6 8 
3 9 2 6 . 6 2 
3 9 0 3 . 2 9 
4 2 0 7 . 4 8 
4 1 4 9 . 81 

1 0 0 , 0 0 
9 2 , 1 7 
8 4 . 4 1 
8 1 . 0 9 " " 
9 3 . 9 1 

117.81 
1 2 6 . 9 9 
1 6 4 . 5 2 
124.02 
1 0 6 . 4 4 
1 0 4 . 1 9 
1 2 8 , 2 2 
132 . 5 1 • 
1 4 2 . 7 1 
1 4 4 . 2 1 • 
1 3 3 .84-
1 2 6 . 5 0 
1 5 9 . 6 0 
2 2 7 . 1 2 
2 1 6 .30 
2 1 3 . 1 4 
1 8 9 . 7 7 
1 5 9 . 7 6 
1 7 0 . 1 4 
1 8 7 . 8 9 
1 9 2 . 4 9 
1 8 8 , 4 2 
1 8 8 . 6 0 
1 8 8 . 6 6 
1 4 7 . 1 9 
1 0 5 . 2 2 
1 0 2 . 9 3 

9 7 . 05 
9 5 . 2 6 

1 0 3 . 3 1 
1 0 7 . 3 1 

100.00 
9 1 . 9 0 
8 5 . 0 3 
80.36 
9 4 . 6 5 

118.69 
1 2 6 . 7 3 
1 5 8 . 5 7 
1 2 1 , 8 0 
107.03 
104.75 
126.39 
1 3 0 . 7 0 
1 4 5 . 5 7 
1 4 3 . 1 5 
132 . 3 3 
1 2 8 . 7 6 
1 6 3 . 6 6 
2 3 2 . 58 
2 1 7 . 2 7 
2 1 9 . 8 8 
1 9 0 . 1 2 
1 5 8 . 2 3 
1 6 3 . 9 5 
1 8 7 . 97 
1 9 4 .01 

1 8 7 . 7 9 
187.42 
1 9 2 . 5 6 
1 4 4 . 6 4 
103.01 
1 0 4 . 5 6 

9 7 . 9 1 
95.74 

103.40 
107.49 

4 8 . 6 

4 5 . 5 
5 1 . 9 
4 9 . 6 
4 9 . 0 
4 7 . 9 
4 9 . 7 
38 . 8 
4 7 . 0 
5 4 . 2 
5 2 . 7 
5 1 . 3 
5 0 . 8 
4 4 . 2 
4 9 . 5 
5 6 , 5 
58.") 
5 6 . 0 
41 .2 
5 5 . 3 
4 5 . 4 
5 4 . 7 
5 5 . 0 
4 7 . 7 

4 9 . 1 
4 7 . 6 
4 7 . 3 
4 5 - 5 
4 7 . 6 
5 0 . 4 
5 0 . 7 
5 0 , 5 
48,2 
4 9 . 0 
4 8 . 9 
4 6 . 4 



Tab l e I - Continued 

(1) (2) ( 3 ) (4) (5) 

1 9 3 6 - 3 7 4 7 1 3 , 7 1 
1 9 3 7 - 3 8 4 2 2 3 . 7 8 
1 9 3 8 - 3 9 . 4 3 3 1 - 6 6 
1 9 3 9 - 4 0 - 4 8 7 4 . 1 5 
1 9 4 0 - 4 1 5 1 3 9 . 6 7 
1 9 4 1 - 4 2 7 1 9 1 . 2 5 
1 9 4 2 - 4 3 1 5 7 6 2 . 8 4 
1 9 4 3 - 4 4 1 4 0 8 5 . 2 8 
1 9 4 4 - 4 5 1 3 1 1 6 . 1 9 
1 9 4 5 - 4 6 1,1857.57 
1 9 4 6 - 4 7 12277.05 
1 9 4 7 - 4 8 1 7 1 9 5 . 3 9 
1 9 4 8 - 4 9 1 8 4 0 8 . 6 0 
1 9 4 9 - 5 4 1 9 1 7 5 . 6 8 
1 9 5 0 - 5 1 2 1 9 1 8 . 1 6 
1 9 5 1 - 5 2 . 2 1 6 8 5 . 3 3 
1 9 5 2 - 5 3 . 2 1 5 9 2 . 3 1 
1 9 5 3 - 5 4 . 2 2 3 2 8 . 9 8 
1 9 5 4 - 5 5 . 1 8 1 9 8 . 3 6 
1 9 5 5 - 5 6 . 2 4 1 8 7 . 9 3 
1 9 5 6 - 5 7 . 2 8 1 1 5 . 4 5 
1 9 5 7 - 5 8 . 25822,95 

1 1 0 . 1 1 1 1 2 * 3 0 5 0 , 5 
1 0 4 . 2 6 1 0 5 . 9 7 4 7 . 9 
1 1 2 - 0 8 1 1 3 . 6 7 4 5 . 8 
1 2 0 . 5 8 1 2 2 . 0 3 48.0 
1 3 6 . 1 8 1 3 2 . 5 5 4 6 . 6 

189.79 1 9 1 - 6 3 4 5 . 1 

387.75 3 8 5 . 0 3 49.2 
3 4 6 . 1 4 349.03 48.5 
3 2 7 . 2 7 3 2 ^ . 3 9 4 8 . 0 

3 2 3 . 5 ^ 332.13 4 2 . 9 
3 3 1 . 6 0 342.33 43.1 
4 4 7 . 2 4 4 5 8 . 2 1 45*1 
4 8 2 . 2 0 499.40 4 4 . 3 

480,82 500.98 4 6 . 0 

6 0 8 , 4 7 6 2 2 . 7 2 . 4 2 . 3 
6 0 1 ; 6 6 6 1 0 . 3 3 42 .7 
548.88 5 5 2 . 1 2 4 7 . 0 
4 5 2 . 1 0 4 5 6 . 3 7 - 5 8 . 8 

385.63 3 7 9 . 7 0 . 57 .6 
5 0 4 . 0 2 . 5 1 5 . 4 0 5 6 . 4 
5 5 5 . 4 4 5 6 5 . 0 4 . 5 9 . 8 

5 6 7 . 7 5 5 7 1 . 6 5 54.0 
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TABLE I I 

Index numbers o f p h y s i c a l o u t p u t , c o n s t a n t v a l u e and d e r i a t e d 
current v a l u e o f s ev^n p r i n c i p a l f o o d - g r a i n s in I n d i a from 

1900 t o 1958 

I n d e x number I n d e x number I r ^ex number of 
o f p h y s i c a l o f ou tput a t c u r r e n t v a lue o f 

Year ou tpu t Base • c o n s t a n t 1925- -output d t i l u t e d 
1900-01=100 29 p r i c e s .by f i x e d w e i g h t 

Base 1900-01= index number o f 
100 p r i c e s ,BaFe , 

1900-01=100 
(1) ( 2 ) ( 3 ) ( 4 ) 

1 9 0 0 -01 100.00 100.00 100,00 
1901-02 • 9 3 . 6 2 92.91 93.35 

^'02-03 106.79 107.63 107.57 
903-04 " 102.06 102.35 101 ,14 

1904-05 100.82 100.73 101,63 
;905-06 * 98.56 98.51 9 9 . 8 2 
1 9 0 6-07 102.26 102.25 102,08 
'907-08 79.83 77.53 76.95 
1908-09 96.71 96,13 94 .98 
1909-10 111.52 112,65 112.14 
^910-11 108,44 109.51 109.00 
1911-12 105.35 103.91 104.06 
^912-13 104 .53 102,77 103.09 
^913-14 90.95 91.38 92.78 
-14-15 101.85 99.65 101.11 

.91^^-16 116.25 I H . 5 2 114.94 
1916-17 119.55 119.14 121.69 
1917-18 115.23 115.41 118.15 
1918-19 84 .77 82.91 8i+,82 
1919-20 113.79 108,02 114.05 
1920-21 9 3 . 4 2 91 .30 94.16 
1921-22 110.57 112.76 
1922-23 113.17 111.88 112,07 
1923-24 98.15 91 .22 94.58 
1924-25 101.03 99 .80 101 .06 
1925-26 97 .94 97 .07 98 .71 
1926-27 97.32 96.15 97.01 
1927-28 93.62 92,27 93.03 
1928-29 97.94 96.90 99.98 
1929-30 103.70 102.69 101.90 
1930-31 104.32 103.18 102.13 
1931-32 103.91 103.44 105.56 
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( 1 ) ( 2 ) 

•ft 

( 3 ) ( 4 ) 

1 9 3 2 - 3 3 - 9 9 . 1 8 98.07 1 0 0 . 0 5 
1 9 3 3 - 3 4 100 .82 9 8 . 6 1 1 0 1 . 3 4 
1 9 3 4 - 3 5 • 1 0 0 , 6 2 99 .70 100.72 
1 9 3 5 - 3 6 • 9 5 . 4 7 93 .98 9 5 . 6 2 

1 9 3 6 - 3 7 ' 1 0 3 . 9 1 1 0 3 . 4 1 1 0 5 . 9 6 

1 9 3 7 - 3 8 - " . 9 8 , 5 6 9 8 . 4 3 1 0 0 , 1 7 
1 9 3 8 - 3 9 94 .24 9 3 . 7 7 9 5 57 
1 9 3 9 - 4 0 9 8 . 7 6 ' 9 9 , 4 6 9 9 . 9 5 

1940.4-1 9 5 . 8 8 9 4 . 9 6 9 3 . 3 2 

1 9 4 1 - 4 2 92 .80 9 2 . 1 5 9 3 . 6 9 
1 9 4 2 - 4 3 1 0 1 , 2 3 99 .87 1 0 0 , 5 4 
1 9 4 3 - 4 4 9 9 . 7 9 9 9 . 2 3 1 0 0 , 6 2 

1 9 4 4 - 4 5 9 8 . 7 6 9 7 i 7 2 9 9 . 1 0 
1 9 4 5 - 4 6 8 8 . 2 7 8 6 . 6 0 9 0 . 6 3 

1 9 4 6 - 4 7 8 8 , 6 8 88.81 9 1 . 5 4 

1947 -48- . 92 .80 9 2 . 7 1 9 5 . 0 8 

1 9 4 8 - 4 9 - 9 1 - 1 5 9 1 . 6 8 9 4 . 4 1 
1949-50' 9 4 . 6 5 9 5 . 2 8 9 8 . 6 2 

1 9 5 0 - 5 1 87.04 87*01 89 .07 
1 9 5 1 - 5 2 • 87*86 87.83 8 9 , 1 2 

1 9 5 2 - 5 3 - 9 6 . 1 7 9 6 . 3 0 97 . 2 8 
1 9 5 3 - 5 4 - 1 2 0 . 9 9 1 2 0 . 4 7 1 2 2 , 1 3 
1 9 5 4 - 5 5 • 118.52 1 1 6 . 5 2 1 1 6 . 6 9 
1 9 5 5 - 5 6 * 1 1 6 . 0 5 1 1 6 , 0 6 1 1 8 .67 
1 9 5 6 . 5 7 • 123.04 122.72 1 2 5 . 1 7 
1 9 5 7 - 5 8 . - 1 1 1 - 7 3 1 . 1 1 . 7 8 1 1 2 . 4 6 

Tab l e I I - Continued 


