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Tntroduction

The subject,under study in a sample survey or a census

must b2 first well deifined tefore the collection of the data relating:
to the given subjeci. It may not bo possible to carry on a meaningful
diszucssicn of any subject unless that subject has sufficiently been
well defined so that all concerned may understand fully what is being
discucosed and sudled,

1.2, Many different terms are now being ueed and kave been used
in . past to discuss the "Coonomic Classifications', The diversity
of .13c lerra stens Trom the fact that the nomenclature and the concept

are oY ¢t standarcised and thus different terms have been aprplied %o

the zome cata, whics loads o the difficulty of comparing the data on

a gi..: rvsjeet o2inined from different sources at different points of])
time. Accordingly, it is attempted hore to dofine precisely some of

the .~ .3 Zavertzat chorestericiics which would conetitute the "Economic
Clacssficrtions", Yenco the "Economic Classifications" are nothing but
a gr un of eclasgivicziions which mezsure the different aspects of gain-
ful ¢l non-gainful activities. There are various appfoaches to aaéess
the s.itern of sconroy as wilii as the national income of s country. The
econirice classifiéa;ion is ong of the methods of indicating such pattern
ef ooyt IV L iivie seguwadsaisation of the concepts and definit&ons
of éifferenﬁ terminologles %o Le used in collecting data from the field
in oricr to faciliiate to indicate the change of economic activity by
comparing the data obtained at different points of +ime. It should be
~realictic one so a~ tc be apnlicable in all sorts of socio-economic
surviyse. 17 should ccrsist of such characteristics which would help

in e:*;miﬁing.thn national income of a counitry and its real econom&.

The 1. 2 rmirpone of chis paper is to discuss the extent of improvements
achievsd during the last two decades and dcvelop a manual laying down
standcd dsfinitions and corcepts of the important characteristics
constimiing the "Feoncmic Classifications" so that the future surveys
or ceawuses, Whether at national lovel or the state level may be con-
ducted on a uniform line of approach. But the economie classification

hae go% souie limstations in assessing the national income of a ccuntry



and ite true economic condition, hecause the economic classifications
adopted in the surveys of sosio~economic nature ere subjective ome and
they would cover the hwian resources unly, neglecting the natural re-—
sources which form squally én important part of the naticnal income.

1,3. It is the wants and neecds of the people that create the
demand for goods and scrvices, Hence the people of a country are the
ultimate source and end of all cconomic activities in that state, But
it is invariably found in an under-devecloped country that the production
and consumption of gooda and services sre carried on mainly on a family
or a household basiz instead of depending oﬁ individuals. Thus‘it is
evident that a household is the most suitable entity to throw Better
light on the economic activity pattern of a country. Therefore an atitempt
is mede here to assess the economic activity of India with special |
‘reference to her household sector.

1.4. It is vefy difficult to have a olear ocut idea of the economi
activity of a household and 1ts trus oconomic conditions., But it ise
pessible to have an approximate idea of the economic activity as well
as the economic conditions of a household provided the informations
regarding some important characteristics are obtained. There are some
eight important characteristics which are essential %o be studied to
get an approximate idea of tho economic activity pattorn of.a'household.
Thus the "Economic Classifications" would consist of eight broad
characteristice :=~

(i) The size of a houschold
(iif Economic¢ status of the individual members of =& household

(iii) Bmployment Status (Industrial Status) of the individual
members of 2 houschold

"(iv) ¥eans of livelihood (Industry-occupation) of a houschold
and the individual members of the housechold.

(v) PBducational Status

(vi) Sources of income of & housshold
(vii) Expenditure pattern of a household
(viii} Housing condition of a household.

t.5. The various concepts and definitione relating to the afore-
ggid eight characteristics of "Economic Classifications" are being dis-
cussed in Chapter one and the second Chapter deals with some suggestions
which are considered ic be helpful to improve the quality of existing

"Beonomic Classifications" in respect of household sector,
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Chapter I

2,0, The primary chject of this chapier is to discuss the various
definitions and concepts relating to the aforesaid eiéht characteristics
of "Bconomic Classifications® adopted in different sample surveys and
censuses at the state 7 —el or the national level.

2.1, Housshold size : The household size is nothing but the number

-

of members constituting & Tamily or a household. The economic activity
pattern as well as the cconomic condition of a houschold would depend
much on the household size. In other words, the household size has got
significant role tc play in determining the economic activity pattern of
a household. As the housgchold 3ize increases, there would be subsequent
change in the patterns of expenditure, earnings and industry-cccupation
of the housebold as well as the individual members of the household and
thus, this change would bring about significant differences in the eco-
nomic activity of the Lousehold, Thus it is evident that the change in
household size affests 211 sorts of gainful and non-gainful activities

of a countri. Hence the notional income estimate of a country and its
true economic condition are likely to bs affected due %o change in house-
hold size. Hence it is absolutely necassary t¢ define & household unltb
or'the houasshold =Ize. Different definitions of household size have been
usged by different agencies at different points of time as detailed below :-

(1) Persons coﬁstituting the members of a family and parti-

‘cipating in a common kitchen would indicate the household size. The
above definition of household size was adopted in 1941 census of In&ia;
1951 census of India, 1937 sample survev and 1954 resurvey conducted by
the Gokhale Inst:tnte,ﬁwprb\y and the unemployment survey in West Bengal
copducted by the Government of West Bengal in 1953.

(2) In the survey of rural economic conditions in Assam
conducted by the Government of Assam in 1950, persons constituting the
members of a household and +taking principal meals in the housechold would
indicate the household size. _

(3) According to the National Sample Surﬁey (1950-54), the
ﬁersens conétituting the membhers of a houschold and participating in .

the common kitchen for a minimum period of 16 days out of 30 days pre-—
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ceding the date of enquiry, would indicate the household size. But the
above definition was changed in the subsequent rounds of National Sample
Survey from June, 1954, The normally resident members of a household
would indicate the household size. As to whether a particular person .
could 59 considered as a normally resident member of the household or
not, would be left to the judgement of the household. This definitioQ
would of course execlude the guests and the temporary visitors ete.

Thus it is evident that a significant improvement was made in
the definition of a household size by the National Sample Survey when
compared to the definitions of household size adopied by 1941 and 1951
censuBes and o%her sample surveys, where tﬁg guests and temporary visitors
etc. would get chance to e included in the definition of household
, members, The definition of household size adopted in the National Sample
Survey would inciude single member families which were excluded in censues
X and other surveys,

2.2 Economic Status : The economic status is one of the most

important characteristics to measure the economic condition of a house-~
held. The economic status will assess the individual member's earning
capacity which has got a direct impact on the economic stability of the
household., Thus the sconomic status will indicate whether the individnal
member of a ﬁousehold is earnex or sarning-dependant or non-earning
dependant. If the sources of incomé are taken into consideration, then,
the economic status will indicate the proporticn of population of a
country fo be gainfully active and inactive accordingly. The national
income of a country and ifé economic condition are greatly influenced
by the proportion of gainfully active population. .Hence the economic
status will have direct effeét on the national income estimation of a
country and ite true economic condition. Therefofe the economic siatus
should be carefully defined so ag to distinguish clearly the gainfully
active population from inactive population. Different definitions and
concepts of the economic status have been used by different agencies at
different points of time as discussed below -

(1) The economic status was broadly classified into twé broad
categories - (i) earner (ii) non-earner. The non~earners consisted of

those who did not undertake any activity which yielded some income,
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Persons, having any gainful activity would be treated as earner. This
definition of economic status was adopted in 1937 sample survey and
1954 resurveyconducted at Poona by the Gokbale Institute Bombay, the
socio-economic survey of Bengal Villages in 1943 conducted by Dr.
Karuna Mukherjee, Calcitta University and the ;eport on Poona Schedule
of the National Sample Survey conducted by the Gokhale Institute,
Bombay in 1950, But pensioners were treated as earners in 1937 sample
BuUTvey,

(2) 1In the 1941 census of India, the economic status was
classified into three categories (i) earner; (ii) earning-dependent
and (iii) dependent. A person would be considered as an earner when‘
his income was sufficient enough to maintain himself. When a person's
income was inadeguate togmaintain himself, he would be considered
earhing—dependent. Non-earning dependent would have no earnings at all.

(3) In the 1951 census of India, the economic étatus‘was
‘classified into three catezories - (i) earner; (ii) earning~dependent;
(iii) non-earning dependent. The concept of earner from other than
gainful activity was realised 5ut ne data could be pressented under this
hoead. The conéepté of earner, earning-dependent and non-earning depen-
daﬂt:wanetﬁe same as adopted in 1941 census. The only change was the
introduction of the concept of the fourth category of economic stafus.
Persons, having earning from non-gainful activity, were treated as
‘earners from othef than gainful activity. The gainful activity was
defined as an activity whick result in the production of useful <commo-
dities or performance of useful services, ‘

(4) .According to the Naticnal Sample Survey (1950-54), the
eoonomic siatus was classified into three categories - (i) earner; (4i)
earning~dependent and (iii) non-earning depcndent. But‘this classi--
fication was changed in the subsegquent rounds.from June 1954. The
modified definition of thé economic status consisted of five classifica-
tions — (i) earner from gainful activity, (ii) earner from non-gainful
activity, (iii) earning dependent from gainful activity, (iv) earning
dependent from non-gainful aectivity and (v) non-~earning dependent., The
‘concepts of earner, carning dependent and non-earning dependent were the

same as adopted in the 1951 census of India with a change in the number



of classifications only.

- Thus it is evident from the above discussion that there was
improvement in 1941 census of India classification of economic status
when compared to other sample surveys conducted in 1937, 1943, 1950 and
1954. Earning dependerts would be very significant in an under-developed
country-like India, where own account workers engaged in household enter-
prise are predominant, This clasgificaticn of earning-dependent was
neglected in the aforesaid sample surveys., In the 1551 census of India,
there was an improvement in the classification of economic status over
1941 census of India by introducing a new category of earner from non-
gainful activity. In the National BSample Survey after June, 1954, the
economic status consisted of five classifications by introducing two new
categories - (1) sarner from non-gainful activity (ii) earning-dependent
from non-gainful activity. In an under-developed country like India,
where agriculture is the princi-pa.l means of livelihecod and the services
are not marketable to such an extent as in case of developed econonmy,
the non-gainful activity would‘he significant one and hence it can not
be neglected. The claséification of sarning-dependent and eaining'from
non-gainful activity would have direct impact 6n the economy of a
country., These characteristics would be more conspicuous in an under-
developed economy than in é developed economy. Hence these two
characteristics can serve as indicators of the economic condition of a
country and thus finaily affect the naticnal income estimation. There-
fore it can be said confidéntly that there was much improvement in the
classificatioﬁ of economic status in the National_Sample Survey during
current rounds.

2.3. Employment Status or Industrial Status : The term "employ-

ment status" would indicate a clear picture of the state of activify
obtained for a porson within the réference period. The industrial
gtatus would determine the state of activity of any individual member
of a household to be gainfully employed or unemployed or not in tﬁe
labour force. The unsteady employment attacks the workers! efficiency,
undermines his physique, ambitions, self-confidence, the sense gf

- responeibility and thus induces-a man tc be worthless for any work.

Thus, this state of activity will affect the cconomic condition of e
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houseshold to a great eitent. «Henoe this characteristic has got a very
important role td play in the field of economic developmé;t of a country.
The economic conditione of a country canbetter be revealad through its
employment potentiality. The employment potentiality serves an important
economic barometer of - balanced economy and thus affect the national
income estimation. Therefore the employment status should be carefu%ly
defined so to cover all puseible cases of employment and unemployment.
‘Different definitions and concepts have been used in different surveys

at different points of time as indicated below :-

(1) Accordiné o the 1937 sample éurvey conducted at Poona
by the Gokhale Institute, Bombay, the "Industrial Status" was classified
1ntb four categories - (i) employers, (ii) salaried persons, (1i1)
casual workers, (iv) solf-employed and (v) unemployed. The pensioners
;ere included in the categery of salaried persons for convenience.
-Sélaried persons referred %o those who were paid a time-rate generally
and who had a fixed employer, Employeré referred %0 those who hired
people outside the family %o work in their own estabfishment and ﬁho
were Enﬁrfpreneuggs in the feal sense. Casual workers referred to
: those who generally had nc fixed employer and were paid a time rate.or
a piece rate when empioyed. The self-employed referred to those who
worked on their own account and &id not hire any body from outside the
famil& or Who‘did wage work meinly or who produced certain articles oﬁ
itheir own account and sold them or who had shops and business of their
own to operate. The'unemployed referrcd to those persons who had been
employed Wefore but were not employed at the time of survey and excluded
those who were seeking employment for the first time.

(2) In the 19471 census of India, the "Industrial Status"
was classified into two categories - (i) employed and (ii) unemployed.
The employed referred %o those who had any sort of gainful activity
during the refercnce period of one year. The unemployed referred to
those persons only who fulfilled the following two conditions - {a)
having no gainful occupation and (b) actually seeking employment.

(3) In the survey of rural economic conditions in A;sam
conducted by the Governmeﬂt of Assam in 1950, the "Industrial Status"

was classified into employed and unemployed. The concepts of the.
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employed an& unemploycd were the same as ad0p£ed in 1941 census, p

(4) According to the report on Poona schedule of the Nationa
Sample Jurvey conducted by the Gokhale Institute{ Bombay in 1950, the |
"Industrial Status" was classified into four categories - (i) wage-earners,
(ii) oﬁn-account workers, (iii) unemployed and (iv) persons not in the
labour force - students, disabled persons and domestic workers etc. The
persons belonging to the catsgories -~ (i) and (ii), were treated as gain-<
fully employed., The persons not in the labour force, were consideréd as
engaged in non-gainful activity. The concepts of the employed and unemploye¢
ﬁere the same as adopted.in the 1941 census 8f Indie.

(5) In the 1951 census of India, the "Industrial Status"
-was classified into four categories - (i) employer, {ii) employes, (1ii)
own-account worker, (iv) unemployed. The concepts of unpaid household
enterprise worker and persons engaged in non-gainfui actiﬁity were rea-—
;ised tut no data could be presented under these heads, The first three
categories referred to gainful employment. The concepts of employer,
employee and own-account worker were the same as adopte& in 1937 sample
survey, Parsons,\takingipart along with the meuwbers of the family in
carrying on cultivation or a home-industry as a family enterprise, were
treated as the unpaid family enterprise workers and the unpaid family.
enterprise workers would be considered.as earning~dependents. Household
worksrs, non-working owners of non-agricultu?ai property, pensioners,
remjittance holders, persons living on charity, inmates of penal institu—
tions and asylums and other persons with unproductive occupations, were
treated as engaged in non-gainful activity. Persons having any gaiﬁful
activity during the pcfcrence period of one year, were treated as employed.
Persgons having abgolutely no gainful activity during the-reference period
were treated as unemployed. | .

(6) In the unemployment survey in Wost Bengal conducted
by the Government of West Bengal in 1953, the "Industrial Status" was
classified into two categories - (i) employed and (ii) unemployed.
Persons having full-time gainful occupétion:were treated as employed
and persons having no full-~time gainful activity but seeking such
employment were treated as unemployed. Thu§ the unemployed referred

to persons, having part-time gainful occupations and seeking full-time
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employment as well as persons, having no gainful occupation but seeking
full-time employment. |

(7) According to the re~survey in 1954 at Poona conducted
by the Gokhale Institute, Bombay, the "Indusirial Status" consisted of
five classifications a~ adopied in the 1937 sample survey. The concepis
of employers, self-employed, salaried workers and casual workers were
the aame as adopted in the 1937 sample survey. The concepis of employed
and unemployed were different in 1354 re-survey. In this re-survey, the
 employed referred to those who had any sort of gainfu]l occupation at
the time of survey. The unemployed referred to those who had absclutely
no gainful employment but looking for such gainful occupation at the ime
of survey. Thus the non-freshers (previously employed but now seeking:
work)‘among the unemployed enumerated in 1954 re-survey oould be
"compared with the unemployed in the 1937 a&mbie Survey.

(8) According to National Sample Survey (1950-57), the
"Tndustrial Status" consisted of six classifications, namely - (i)
employer, (ii) employee, (1ii) own-account worker, (iv) unpaid family
enterprise worker, (v) unemployed and {#i) persons not in the labour
force. The firet four categories constituted gainful employment, But
the category of apbféntice was also included in gainful sctivity during
the ninth and tenth rounas of the National Sample Survey (1954 - 55).
Gainfully employed persons together with the unemployed constituted
the labour force. All other persons not coming within the aforssaid
category were considered not in the labour foroe. The ooncepts of
- employer, employee, own-account worker were the same as adopted in the
1937 sample survey. The concep% of unpaid household worker wag the
same as adopted in the 1951 census of India with some modification
that the unpaid household worker could be both earner and earning-
dependgnt. Household workers, students, rentiers, pensioners, persons
living on &ividend, permanently disabled personsg, beggars, yagrants,
children, to¢ ©ld etc, were treated not in the labour force. In the
different rounds of National Sample Survey, persons engaged in geinful
activity on any day during the reference period were coneidered as

employed. Those who 4id not work on any day during the reference period
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would be either employed or unemployed. A person was considered as
employed if he had a job, although temporarily absent duringrthe rete=
rence period due to illness,.vacation, industrial dispute or bLeing laid
off temporarily. Subsidiary, part-time or stop-gap remunerative work:
under taken by a person. who was actively s¢°" ing employment would not
.be counted as a job for the purpose of being eaployed. A person-would
be considered as unemrinyed if - (1) he was without a job for the whele
reference periéd, (ii) was seeking one, (iii) was in a position to -take
up a job if offered one. The referénce period wvaried for different |
rounds of the survey and it was sometimes being 30 days preceding the

_ dafe of enquiry, one year and a single day.

It is evident from the above discussions that no improve-
ment was made either in the clascification or in the definition of the
"Industrial Status" during the 1941 census of India when compared to the
1937 sample survéy. There was no such improvement in otkmr sample
surveys conducted aftér the 1941 census of India, Ih the 1951 census of
India, therc was some improvement in the definition of persons rnot coming
in the labour force as well as in the classificaticn of the "Industrial
Status" which included a new category of unpaid hcusehold enterprise
workers within the gainful activity. The concepis of the emploved and .,
unemployed r~mained the same as before till the National Sample Survey
came into operation, when the concepts of the employedrand uneanployed
were improved to a grezt extont so as to cover all possible cases of
employment and unemployment as far as practicable. It may be mentioned
here that the classifications of labour force and unpaid household enter-—
prise worker would have direct impact on the economic development of a
eountry. Labour force of a country is its potential energy which plays
a vital role in the economic developmént of a planned economy. In an
.under—developed country like India, the unpaid household enterprise
rworkers would be;zignificant one, Hence the characteristics of labour
force and unpeid house-hold enterprise workers can not be neglected
while assossing the employment potentiality of a country. It is observed
that the concepts of labour force and unpaid household enterprise worker

" were improved much in the National Sample Survey.
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Pede Means of livelihood of the household : The means of

livelihood of a household is being assessed by the principal means of

livelihood pursued by the household. The principal means of livelihood
would refer to the particular means of livelihood which normally fetches
the largest share of to*al income of the household. The principal mseans
of livglihood is expressed in terms of industry or occupation or industry-
occupatici. A study of citurctional distributiuns of a'popul;h;on would
reveal the social and economic conditions of the various groups comprising
that population. So far the individual worker is concerned, the parti-
cular occupation in Whic%he is employed, determines not only the kind of
activity in which he is ehgaged, but also to a large extent, the manner
of 1ife he and his family enjoy or endure. Thus the industry and occu=
pation characteristics would reveal the pattern of economy and hence
they would help in assessing how far and what type of economic develop-
ment can be possible to be achieved. TLey would further help the Govern—-
ment t0 go through economic development in a planned way., Different
classifications have besn used by different agencies at different points
of time as discussed below -~ |

(1} In %he 1941 census of India, the concepts of industry
classifiéatioﬁ ag well as the occupational classificatiﬁn were taken
into consideration. Thc industry classification consisted of 21 cate-
gories and the occupational classification consisted of 3 categories
only. The unit of clagsification was the individual member of a houss~
hold. |

(2) In the survey of rural economic conditions in Assam

conducted by the Government of Assam in 1950, the occupational classi-
fication oonsisted of two broad groups - (a) agriculture and (b)
independent of agriculture. The agricultural groups consisted of four
sub-groups and the second one consisted of seven sub-groups. Thus the
total classifications amounted to eleven in nmumber. In analysing the
occupational aspect of rural economy, the family and not the individual
was considered as the operating unit of the ecqnomy, because in most of
the occupations pursued by the viliagers, it was the family which praocti-
cally supplied %he whole of lzbour force. There was nothing like industry

classification adopted in this survey,
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(3) According to the report on Poona schedule of the ‘
National Sample Survey conducted by the Gokhale Institute, Bombay, in
1950, the industry classifioation was adopted and the occupational
olassification was not taken into consideration in this survey. The
industry classification consisted of eleven groups on the basis of thei
principal occupation of a houmehold. )

(4) In the unemployment survey of Wost Bengal conducted
by the Governmeﬁt‘of Wés% Bengal in 1953 the occupation claasification
consis:;ed of three major groups and each group consisted of a set of
occupations, Thus the totalclassification amounted to twelve in number.
The industry classification was not taken into consideration in this
survey. The unit of classification was the indi;idual member of the
household instead of the family unit in this survey.

(5) In the 1937 sample survey and the 1954 re-survey
conducted at Poona by the Gokhale Institute, Bombay, the occupational
claswification consisted of fourtesn m&jor groups and each major group
consisted of a group of elementary occupations. Thus there were 146
occupational clessifications adopted in this survey on the basis of the
principal occupation of the head of household. . '

(6) The International Standard Industrial Classification
(ISIC) prepared and sponsored by the Statistical Commission of United
Nations was adopted by the 195t Census of India after making certain
modifications and changes in order to suit Indian conditions, This
modified classification was known as the India Census Economic Classi=-
fication (ICEC). Under the present ICEC scheme, all self-supporting
persons were classified with reference to commddity or service produced
by them individually. The unit of classification ﬁas, in every case,
the individual under fCEC scheme, whereas the unit of classification was
the organised "establishment! under ISIC schem;. There were 10 éivisicgs
end 44 major-groups of economic activities under ISIC scheme, whargas
there were 10 divisions and 88 ma jor—groups under ICEC scheme. The economic
classification of the 1951 census of India %asldone on the basis of the
1931 echeme of classifications,

{7) It was being continually experienced that both ISIC

and ICEC schemes of classification needed some modifications, firstly,
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to make the classifications more suitable fﬁr Indian conditions,'secondly,
to remove certain anomalies which appearsd to exist in the maiter of |
detailed groups and thirdly, to remove confusion in regard to tﬁo distinct
concepts - industry and occupations. Accordingly, in July, 1954, the
Tnaian Statistical Institute (ISI) issued a scheme of industrial classi-
fication which evolved out of a draft scheme that was tested in three
rounis of the Natioral Sample Survey, Meanwhile, the Central Statistical
Organisation (CSO)} formed a ﬁorking party for Tuilding up & standard
industry and occupation classification for India. The working _.pz?rty
recommendad in 1955 the adoption of a scheme of standard industrial

_ classification, After due consideration being given to this recommenda-
tion, the final form of the classification was prepared by the Indian
Stetistical Institute (ISI). .In the modified classification, prepared
by ISI, the concepts of "industry" and “occupation" were distincfively
defined., The industry of an sarner was that branéh of gainful activity
in which he was engaged in producing either goods or services, His
occupation was the name of the function whioch he performgd by engaging
himself in that particular branch of gainful activity whick was his
industry. Industry and occupation were thusg two distinst concepts. Tha
first showed the sector of nation's economic activity in which the earner
was engaged, whereas the second imdicated the esrners' nature of work

in that sector. In the modified classification prepared by ISI each
gainfully occupied person was clasgified by the sector of economie
activity where the person was engaged, the sector being composed of

both organised-astablishnents and ‘individuals as they exiet in reazl

life. The sectors of economic activities were classified in this scheme
agcording to the goods and services produced. Thia mixed unit was
considered to be mosf'suitable unit for the country where highly
doveloped industries exist side by side with cottage indusiries run in
some cases eéen by single individual, There were ten divisiohs and sach
division was sub-divided into ten groups in the industry clasgification.
Thas the indusiry was indicatéd by three digited code. In the prosent
scheme of classificatién, océupations were classified purely by types of
function. The occupations were divided into eeven broad classes named

divisione, These divisions were bascd on the consideration of broad
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homogeneity in the character of the functions. Bach division was split
up into one or more major groups called sub-~divisions and each major
group was sub-divided into a group of occupations. But this “classifica-
tion of occupation" was revised during the %1th round of the National
Sample Survey. The revision was decmed necessdry in view of the recommen-—
dations of the International Labour Organisation (ILO) in regard to
major groups (divisions of this classification) and minor group (major
group of this classification) of the Internatiomal Standara Classification
of Occupations (ISC0), which according to the working party of the Céntral
Statistical Organircation (CSO) was the basis of building up a standard
occupation classification suited to Indian conditions. The classification
drafted by the working party of the €S0 is still under the stage of
discussion and study. Hence this classification is being issued by Yhe
ISI tentatively for trial, the experience of which would be utilized
for preparing the fin;IVclassification of occupation. In the present
gocheme of classification, the occupations wefe divided firstl& into
ten broad classes named, divisions and each division was again split up
into one or mote major group, and each major group into one or more groups
of occupations. The code number of an occupation group‘was_thus composed
of threes digits.

| It is observed from the above discussion that the industry
and occupaition classifications were net standardised and properly déalt
with in the 1941 census of India and other sample surveys conducted by -
different agenoies, In the 1951 census of India, these two classifica-
.tions were standardised to suit Indian conditions and the modified
classification was known as the.indian Census Economic Classification
(ICEQ). But the conccpts of "Industry" and "occupation” were distinctive-
iy defined in the classificafion prepared by the Indian Statistical Insti-
tute and the classifications of industry-occupation were much improved
over the 1957 census classifications,

2¢5He EBducational Status : The educational particulars of a

household andithe individual members of the household have got a direct
impact on the nature and pattern of economic activity as well as the
means of 1ivelihqod of the household, The manner of life as well as the

social and cultural activitles of the individual members of z household



- 15

are greatlﬁ influenced due %o high education. Hence educational "status
is one of the important characteristics of the "Bconomic Classifications".
Different olassifioations have been used in different surveys at different
pointe of time as discussed below :-

AJ (1) According té the sample survey conducted at Poona in
1937 by the Gokhale Institute, Bombay, the educational status was classi-
fied into three broad categories - {i) illitorates; (ii) literates and
(iii) educands. The concepis of the illiteratos and literates were as
usual. Persons knowing how to r¢ad and write, were treated as literates
and those knowing more than to read and write, were %reated as educands.
Persons not covered above, were ireated as illiterates.

(2) 1In the 1941 census of India the educational statue
consisted of sixteen ciassifications - (i) illiteratesy (1i) literates;
(ii1) literates in English; (iv) Middle School or non-matric; (v) Matric;
(vi) I.A. or I.Sc.; (vii) B.A. or B.Sc., (viii) MA4. or M.Se., (ix)
Teaching;.(x) Engineering; (xi) Legals {xii) Medicalj (xiii) Commerce;
_(xiv) other Indian Degrees; (xv)British Degrees and (xvi) oﬁher Foreign
Degrees. The concepts of illiterates, literates were the same as in
the 1937lsample survey. Commerce graduates were considered in the
"Commerce" category.

(3) In the 195# census of India, the educational status
consisted of ninteen classifications - (i) illiterates; (ii) literates;
(i:_'Li) middle school; (iv) matriculate; I.4. & I.Sc.; {vi) B.A, or B.So.;
(vii) M.A. or M.Sc., (viii) teaching; (ix) engineering, (x} agriculture,
(xi) veterinary; (xii) commerces (iiii) legal; (xiv) medical; (xv) others;
(xvi) British degrees or diploma; (xvii) American Degrees or diplomas
(xviii) ocontinental degrees or diploma and {xix) other foreign degréec
or diploma. The concepts of illiterates and literates were the same
as adopted in the 1941 census of India. Commerce graduates were consi-
dered in the "Commerce" category.

(4) According %o the 1954 re-survey conducted at Foona by _
" the Gokhale Institute, Bombay, tho educational status would comprise of
_eight categories - (i) literates; (1i) upto IVth standard; (4ii) upto
VIIth standard; (iv) upto Xith standard; (v) Matriculates; (vi) graduates,

(vii) master degree holders; (viii) technically qualified. The concepts
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of literates was tho same as adopted in the 1937 sample survey.
(5) According to the National Sample Survey (1950-53), the

. educztional status was broadly olassified into two catégoriea ~ (a) general

education and (b) technical and professional education. The general -

education consistod of eight categories - (?) illiterates; (ii) literates;

(1i1) prirary; (iv) middle; (¥) matric; (vi) intermediate; (vii) graduates;
Vil posiogre(usies. TFersons having certificate or diﬁloma or degree in
come branch of p%ofessional or technical studies would be considered as
qualificd in that branch of professional or- technical studies. Persons,
having acouired skill using scientific or mechanical devices in a'pro-
duction process under the guidance of trained technician or through
personel effort, would be treated as skiiled men, quite different from
technically auslified persons. The professional and technical studies
referred to ten categories - (i) education and teaching; (ii) commerce
er rolatad fields;r(;;i) law; (iv) medicine (allopathic); (v) medicine
(others); (vi) sgriculture; {vii) veterinary science; (viii) engineering;
(ix) technolcgy and (x) others. A specified group of océupations were
considered as skilled jﬁbs in this survey.

It is evident from the above discussions.that tbe classi~
fication of edgcational giatus was much improved in the 1941 census of
Tndia when compared o itke 1937 sample survey. There wﬁre sixteen
classifications adopted in the 1941 census of India., There was no
significant improvement in the 1951 census of India, the sducational
classification was much-improved in the Natiénal Sample Survey, where
the educational status was dietinctively classified into two broad
categories — {a) general education and (b) technical and professional
education. General education consisted of eight classifications and
technical and profoessional education consisted of ten categories and
thus there were eighfeen classifioetion altogether in this survey.
Moreover, e specified group of occupations were Qonsiderod to be skilled
and the concepts of skilled and technically qualified persons were

clearly definsd in this survey.

2.5, Income of a household : The income of a household would

rindicate the economic condition as well as the activity pattern of the
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bousehold. The income has got direct impact on tho social and cultural
activities of a household, which in its turn influences the economy as

a whole. Hence the income characteristic plays an important part in the
"Eoonomic classifications", But it has been found that the income
classification in terme of rupees is not being adopted in any survey
rigidly. Hence it is difficult to commeni on lhe extont of improvements
achieved, if any, in this respect.

2.7 BExpenditure of a household : The expenditure of a household

is nothing but the disbursement of its income in a particular pattern and'
hence the incomé of a household can be assessed to a great extent through
the household exﬁenﬁiture. Bence the expenditure characterisiic formsa
vital part of the "Beonomic Classification". The experditure characteris-
tic would reveal the demand of tho pattern of consumer of goods, reguired
in a country. Thus the cxpenditure characteristic would help iédiractly

' the economic development of a country according to the needs of the

people of that country and hence the economic growth would talke placé

in a plannéd way. 4n gttempt is made hero to discuss the expenditu;e
patferns adopted by different agenciss at different points”of time.

(1) In the socio-economic survey of Bengal villages
conducted by Dr. Karunag Mukherjee, Calcutte University, in the year 1943;
the expenditure pattern consisted of seven different items - (i) food;
(ii) clothing; (iii) medical; (iv) education; {v) recreation; {vi)
ceremonial function and (vii) miscellaneous.

(2) According to the Naticnal Sample Survey, the sxpenditure
pattern referred to twelve different items - (i) food articles; (ii)
non~food srticles; (iii) clothing; {iv) amusements and sports; (v)
educatiﬁn; (yi) medicine; (vii) conveyance; {(viii) furniture; (ix)
domestic utensils{ (x)_foot—wear; (xi) other equipments and (xii)
residential house,

It is observed that the expenditure pattern classificatiocn
has not been faken into consideration in censues and most of the sample
surveys under discussion. The expenditure classification in terms of
rupees was adopted in the National Sample Survey only. Hence it is

.-difficult to assess the nature and extent of improvement made, if any,

in this respect.
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2.8, Hoﬁs;gg_condition H Thé housing condition plays gn important

role in case of gainful and non-gainful activiiies of a country. The
housing condition would revoal the economic condition as well as the
social and cultural activities of that country. The domand of hetter
housing condition would createemployment opportunitiss and othor ellied
economic activities, Hence the housing condition can form an important
part of the "Eccnomic Classifications". Different classifications of
housing condition have begn used by different agencies at different points
of %ime as‘discussed below 3

- (1) Agcording to the 1954 re-survey at Poona conducted—bﬁ
the Golhale Institute, Bombay, housing con&ition consisted of six classi-
fications (1) monthly rent; (1i) number of rooms; (iii) total floor space
(Bq.ft.j; (iv) sources of drinking water, (v) bathroom and (vi) latrine,

(2) According to National Sample Survey (1950-56), the
housing condition consisted of ten classifications - (i) plinth type, roof
type and latrine typo; (ii) drinking water; (iii) period built sincej
(iv) period repaired since (v) number of rooms; {vi) floor space (sq.ft.);
(vii) rentod or not; (viii) monthly remt, if rented; (ix) cost of repair
and meintenance during the reference year, if not.rented and (x) approxi-
ma te valuafion, if not rented,

The above classification was further improved in the twelfth
round of NSS (1957), whore the number of clascifications amounted o _
sixteen. The additional classifications refsrred to - (i) covered
verandah area (sq.ft.)}; (ii) courtyard area; (i1ii) kitchen; (iv) distance
of tho source of drinking water; {v) terure status and’ {vi) owner.

It is obscrved that the housing condition characteristic
‘has not heen taken into considerztion in censuses amd moet of sawple
surveys of socio-eceonomic nature ynder our discuasibn. The National
Sample Survey has attempted to collect different types of data relating
to housing condition. Hence it is difficult té comment on the extent

of improvements made in this respoct.
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Chapter IT

The primary object of this chapter is to present some useful
suggestions which may be helpful in improving the existing "Economic
Classifications" to suit Indian conditions in a better way.,

3.1. Employment Status t It is very difficult to define what

should constitute the state of employment and what should constitute the
state of unemplo&ment. The economic activity in an under-developed country
is generally seasonal and irratic by nature. Hence the seasonal variation
in employment situation appear to be significant in our country. The
industrial status (employmert status) would throw better light on the
economic activity pattern of s household and its individual members pro-
vided some ancillary informations relatipg to gainful asctivity are collec—

ted as detailed below:~

1. Hature of Employment ¢t The nature of employment would

-

refer to three classifications - (1) regular, (2) seasonal and {(3) casual.

2. Type of cmvloyment : The type of employment would indicate

the type of job and thus it would refer to - (i) manual - (1) skilled

(2) non-skilled and (ii) non-manual = {1) technioal {2) non-technical.

3. Nature of unemployment t The nature of unemployment would
indicate the possibie types of unemployment. It would thus refer to three
broad classifications -~ (i) unemployed with job or enterprise at future
date, (1i) unemployed not with job or enterprise 2t a future date but
looking for work and (iii) unemployed not sesking but available for work.

4., Measurement of under-cmployment and disguised ﬁne@ployment H

The underemploymcnt and disguised unsmvloyment are mainly found in econo-
mically under-~developed countries. Because the basic characterisfic of

the employmenthituation in the less developed countries is that al-
though most of the working population are engaged in productive persuits,
the total amount of work done measured in man-houss, is far below what

the population is potantizlly ocapable of doing. Hence this phenomena is
chroniec in an under-developed country. Hence the problem of under-
employment =nd disguised unemployment is more acute in India. It is .
therefore easential to asseas the under-employment and disguisedﬁnemploya.

ment. A person would be treated as under-employea when the amount of
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labour time worked by him is smaller than that of the labour time whioch

he is able to supply. The disguised unemployment w&uld refer to the
gituation when persons cngaged are sornumerous relatively to resources
with which they work, that if a mumber of them wers withdrawn from a
sector, the total output of the sector from which they were withdrawn,
would not bé diminished, without any change in the organisational set-up.
Thus the assessment of underevmployment involves separate estimation of the
potential aggregate labour time and the agzregate amount of labour time
actually worked. The potential amount of labour time available in a country
can be accurately measured in terms of hours per week. Thus taking week to
be a reference period, if the total amount of labour time worked and the
potentiai aggregate labour time available are esitimated, then the under-
employment can be assessed to a great extont, While estimating the poiten—
tial amount of labour time aveilabdle, due considerations are being given
to normal working hours per day, health, local customs, socially accepted
habits regarding breaks for meals, recresation, days of rest, festivals and
so forth, The assessment of disguised unemployment involves three factors -
(i) total output in a particular enterprise, (ii) total number of persons
engaged in that onierprise, (iii) number of persons actually required to
maintain the specified output in that enterprise, without any change to
normal working hours and organisational set-up. Thus, if the number of
man-hours (labour_hours) reguired to produce a given output is subtracted
"from the numbsr of man—hoﬁrs (labour hours) engaged in a particular enter-
priss, the difference would indicate the surplus man-nours which repressnt
the disguised unemgloyment.

3.2. Bducational Status t It would be convenient t¢ have a clear

picture of the educational status if it is indicated by three digited dode.
The first digit of the code would refer to general education, (i) illiterate
(ii) literate, (iii) primary, (iv) middie, (v) matric, {vi). intermediate,
(vii) graduate, (viii) post-graduate., The second digit would refer to
technical qualification - (i) skill without certificate or diploma or
degree, (ii) holder of.certificate, diploma or equivalent, (iii) holder of
degree or equivalent. The third digit would refer to the branch of

technionl and professional qualifications - (i) education and teaching,
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(ii) commerce or related fields, (iii) law, (iv) medicine (allopathic),
¢
(v) medicine (oth?&s), (vi) agriculture, (vii) veterinary science,
(viii) engineering, (ix) technology, (x) other professions. A list of
skilled jobs may be specified to distinguish between skilled and non-

skilled worvers.

3.3, Tneome of household s The income of a household has got the

most direct impect on the social and ecconomic activities of the household
and ite members, It would facilitate the national income estimation. The
economic activity pattern of a household can be better assessed provided

a standard per capita income classification in terms of rupees is adopted
in addition to the sources of income. The per capita income c¢lassification
can provide us the correct picture of the economic condition of a household,
which influencez all gainful and non-gainful activities of the household

to a great extent,
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APPROACHES TO THE MPASUREMENT OF EHE _XQ0NR.iCAILY ACUIVE PCPULATION:
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While the Census age-sex distribution gives, within inherent
limitations imposed by the structural set-up, a ceiling gquantative
indicator of the potential manpower, the characteristics of the economi-
cally active population engaged in the production of economic goods and
services are a necessary pre-requisite for planning purposes and also

for national income computations by the income method.

1. Foconomically active population : - The economically active

population, or the 'labour force', is generally taken to comprise persons
who furnish the'supply of labour for the production of goods and services —
(1) employers; (2) workers on own account; {3) employees; (4) unpaid house-
hold enterprise labeur; and (5) the unemployed seeking to be 'gainfully
employed' by being included in any of the earlier four categories.

The border-line of economic activity is, by its very nature, hazy and
comparison over time or countries becomes difficult because of the

different approaches adopted in categorizing the population inte the

gconomic activity status groups.

2 'Gainful occupation' and 'labour force' approach : In

measuring the economically active population two approaches are available, the
'gainful occupation' approach and the 'labour force' approach. Under the
gainful occupation approach, every person in a country is supposed to

have a stable functional rGle in the country's economy, largely

independent of his activity at any point of time. In the labour force
approach, all persons who report at work or with a job if not at work and
seeking employment if without a job in a specific time band constitute

the labour force. The suitability of these two approaches to a particular
country has been the subject of a number of national and international

conferences.
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b Economic ¢lassification in the Tensus : The economic status

data in Census were, until recently, the only source available for esti-
meting the economically active population of India. Valid comparisons
over time are, however, not permissible since the concept of ecoﬁomic
status chapged over the successive Censuses. In the 1951 Census of
India, the population was classified by economic status, introduced for
the first time in Census 123%%, into self-supporting persons, earning
dependants and non-earning dependants. A self-supporting person was

one who receivad income in cash or kind, §ufficient at least for his own
maintenance. The earning dependent was one who received a regular, small
income not sufficient for his own maintenance; unpaid family workers

were included in the categories of earning dependants by definition.
Persons who did not secure any income either in cash or kind were to be
treated as non-eaming dependants. WNo specific time reference was adopted
in the classification, the anawer being based presumably on what the
informant considered & particular person's usual staius to be; unemployed
persong might describe themselves as belonging to any of the three
categories depending on what they considered their usual status to be.
The 'gainful occupation' approach was implicitly useds There were

eight livelihood classes, namely : (i) cultivators of land, wholly or
mainly owned; (ii) cultivators of land wholly or mainly un-owned;

(iii) cultivating labourers; (iv) non-cultivating ownefs of land and
agricultural rent receivers; those deriving livelihood from (v) produc-
tion other than cultivation; (vi) commerce; (vii) transport and

{viii} other services and miscellanecus sources. Dependants were put in
the livelihood class of the self-supporting persons on whom they were
dependant and the orimary means of livelihood of the self-supporting
persons on whom he is dependent was to be recorded as the primary means
of livelihood of the earning dependant, while his own means of livelihood,
providing the earning, was recorded under his secondary means of livelihood.
The self-supporting persons in means of livelihood classes other than-
azriculture were tabulated by "status" into employers, employees and

independent workers and by industry divigions and sub-divisions.
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4. Gainfully employed from Census 1951 : While the more direct

method of getting the gainfully employed (and not the labour.force since
the Census could not give estimates of the unemployed) would be to
classify the total population by activity status and to take the persons
falling in the first four activity status categories mentioned earlier
to constitu{e the gainfully employed, theoretically the same result
could be arrived at from Census 1951 data by deducting from the total of
the self-supportirig snd the earning deperdants, the number deriving
their incomes from ungainful sources, e.g., rents and pensions; some of
the figures not available in the Census could be estimated on some
slmple agsumptions. The proportions of the gainfully employed obitained
from the Census 1951 by the ahove method and from the 4th and the 5th
ropnds of the National Sample Survey (April-September 1952,

December 1952 - March 1953), mmm taken from Nationzl Sample Survey

Draft No.14uz§¥:sented in Table (1) with the Census proportions being

gshown at the floor of the Table as percentages of the NSS proportions.

Table (1) : Percentage of gainfully employed population in Census 1951
and NSS 4th and 5th rounds 1 '

survey rural urban all-India
male femzle totzal m3le TFemale total male female total
{0) (1) {2) (3) (4) () __(6) (7) {8) (9)

1. Census 1951 54.1 25.8 40,2 52.7 10.7 3343 53.8 23.3 39.0

2, NSS 4th and
5th rounds~/ 59.%  34.9 47.2  S52.7 15.8 34.8 58.2 32.4 45.2

e index : 91.2 73.9 8%.2 100.0 67.7 95.7 92.4 T71.9 86.1

rowil) + 100
rowl 2

Source : National Sample Survey Draft No.14, Table (7.1).

1/ Based on 16,871 rural and 7,847 urban sample households
(April-September 1352, December 1352 - March 1953).

It is observed that the proportion of the gainfully employed persons
were of the same order in the Census and in the NSS only for the urban
males; for others the Census proportions were lower, specimlly for
females. The observed differences were attributed to the different
approaches adopted for measuring the labour force in the Cenéus and

in the NSS and the wder-reporting of earning dependants, especially’
females, in the Census as compared to the N3S. A comparison of the

distribution of the population by economic status between the Census
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and the NSS rounds made in National Sample Survey Draft No,14 also brought
this out. Omission in the Census of a sizeable proportion of females
engaged in household enterprise from the gainfully employed category

was thus indicatedlg It is of interest to note 2 similar finding by

the Deputy Registrar-General of India,arrived at after sample tabula-
tions of Mysore, rurzl West Bengal zand rural U.P. data : "the obvious
inference is that some workers have been enumera*ted as non-earning
dependants in these States" (Mysore, Yest Bengal, U.P.), Census of

India Paper No.3 1955, Economic Classification by Age-group, 1951 Census,

Uttar Pradesh.

5 Activity status categories in the National Sample Survey : In

the National Sample Survey since its inception in 1950 +ill the 9th
round (May-November 1955), the emphasis had been on the consumption
aspect and the labour force characterisfiﬁs were obtained in these rounds
more &5 & by-product; the 9th and 10th rounds (May-November-1955,
December 1955 - May 1956) of the NSS were, however, geared to give the
natiénal estimates for the employed and the unemployed. The character-
istics of the economically active population have been liscussed in
Nationﬁl Sample Survey Draft No.14. The NSS has generally used a
composite approach in nmeasuring tﬁe 1aﬁour foree ;-lﬁgformatioﬁ.on.
both‘the 'gainful dccupation' and "labour force! typéébeing collected.
Te criterion for classificaticn of the population in the NSS has been |
by activity status which hés undergone improvéﬁents aver the édécéssive.
rounds. The employer in the NSS is currently defined as one who

engages one or more persons on wage or salary basis in cash or kind to
help in his productive enterprise. An eﬁployee is one who works for
wage or salary in cash or kind under individual or groups of individuals,
public or private institution. Out o all persons working in household
enterprises, thosc who exercise some control over the operatiomr ofthe

enterprise are considered as own account workers and the rest as unpaid

household labour. Persons working for pay or profit on any day of the

L/ Similar higher labour force propertions were also observed in the
United Nations and the Government of India, Mysore Joint Population
Survey, 1951, as compared to Mysore Census 1951.
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reference period are to - be considercd 2os.emp¥byed. Persons with & job but
temporarily absent from work during the reference period due to illness,
vacation, industrial disputes or being 1aid off temporarily are to be
considered as. employed, as alss person waitiﬁg to take up new jobs or
t@ start new business. The concept of "unemployment” used in the
industyially advanced_countries was adopted-in the N83, the unemployed
being defined as persons without a job for the whole reference period,
geeking 2 joh and in 2 position to accept one if offered. A person who
did not seek wrk because of temporary illness, or on the belief that no
work was available or because he had been expecting to retura to a job
from which'he had been indsfinitely 1aid off, is also treated as
unemployed. Persons outside labour force are put into different activity‘
status groups cf houseworkers, students, rentiers, pensioners,baggars,
too young, to¢ old, infirm etg.

6. Underemployment : Some local or regional estimates of

queremployment have been given for Bombay State (displaced persons in

-

- —— . b’ . - - 4 l’/

-

Addendum to para 5

5.1, Two ad-hoc suwrveys on employment and uncrmployment, one in the urban
areas of India (towns with population 50 thousand-above, but excluding the
four big cities)3A and thg other in Galcutta cityl/, were conducted in
Se?tember,x%j and September-Dccember 1953. The gap between the two regular
rounds of the NSS, the 6th and the 7th, was taken advantage of for the former
SUIrvay.

5¢2.  In the recent rounds, the NSS is following the labour forco approach
in measuring the oconomically active population, with crphasils on information
on thce labour timc dispokition during thc reference period: the time spont and
the money ecarned in different activity status categorics or occupations are an

integral part of such information.
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The dimension of the problem of underemployment is thus seen to be fairly

7/

impertant—.

T Suggestions for Uensus 1961 :  The experiences of the National

Sample Survey, coupled with the recommendations of national and interna-
tional bodiesg( cén provide a2 firm objective basis for the economic
classification of the population in the coming Census; The advantage
of the criterion of activity status vis-a-vis the subjective one of
economic stztue in classifying the population ig clearly evident, the
economic status being dependent on the cost of maintenance of a person,
i.e., on the level of living, standards of which widely differ. OFf the
two a2lternative aporoaches, nomely the gainful occupation aporoach and
the labour forte approach, the gainful occupation approach would seem
to be more suitable in the Indian situation specially for the national
Census carried out at z single point of time. This apnroach does not,
it is admitted, make any provision for recording the unemployed;
suprlementary question on & zample basis may, however, be asked if
necessary. The unemployment in the usual sense has already been seen

to be insignificant in the raral sector.

8. Activity Status : The gainfully employed population may be

classified into four usual activity status categories :
(1) self-employed - employer;
(2) scif-employed - own ;ccount worker;
() employee; and

{4} unpaid household enterprise labour.

9. The catcgery of persons whe fre not gainfully employed includes

among others, persons living on returns frowm capital. Their number, though

1/ In the USA(1955), 4.6 per cent of the gainfully employed were with
A job but not at work and 4,0 per cent worked for 14 hours or less
in 2 week ("Statistical Abstract of tre US, 1356", Table 237). In
Ceylon{1953), of the gainfully employed {excluding unpaid family
workers in pensant cultivation and pergons below 2ge 14 or above
age 60}, 15.2 per cent worked less than 20 hours a week ("Survey of
Ceylon Consumer FPinmnces," 1954),

g/ The recommendatinns of the UN Beonomic and 3ocial Council have been
set forth in ™960 World Population Census Programme", B/CN.3/236/
Add.1, 14 February 1953.
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small, may be useful in making trend comparisons in a developing economy.
Qutside the orbit of the gainfully employed, there are other important
groups of.students,hcuscworkers, infirm and too young or iso aged to

work; there . ig alse the institutional porulation.

10. The wheole population may then be classified on basis of the

status of economic activity. The activity status categories will be :

(a) persohs with gainful activity = E1) employer;
- : 2) own account worker;
(3) erployees;
(4) unpaid household
enterprise worker.

{b) persons without gainful activity:(5) houseworkers;
(6) income-receipients:-
rentiers, pensioners
and interest-holders;

(7 students:

ES} beggars;

9) infire;
(10) instituticonal population;
(11) others.

The categories outside the gainfully employed may, if necessar&, be

condensed.

1. One operational difficulty likely to be encountered in this
Context is the fixation of the reguired minimum amount of participation
in economic activity, measured in termsof time, in order that a person

household enterprise
may be treated as an unpaid hmooitbEnieomedm/labour. The fixation
of this minimum may be deemed necessary to exclude incidental partici-
pation in economic activity. It is, however, extremely difficult o
fix this minimum in view of the fact that this participation in
economic activity may be a regular feature, may be casual, seasonal
or intermittent. The only practical solution seems to be to leave it

to the judgement of the informant or the person concerned and 19 have

sonme information on the intensity or extent of employment.

12 Industry-dczunsztion @ Having classified the population by

status of economic activity (and economic status, if desirable), it is
necessary te cross-classify them acrording to means of livelihoode.
Separate classifiestions according to industry and occunation have
naticnal and international sanctions. The industry of an employed

person is the branch of economiec activity in which he is engaged and is
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detemined more or less on the basis of the end-products produced thereiﬁ.
As distinguished from this, the occupation of a person denotes the type
of work which he does. The industry and occupation classifications can
be used on the lines of the "Standard Industry Classifications" znd
'Standa~4 Gccupation Classification®™ (€80). Such long lists of codes
n2ys however, create enormous difficulties at the processing stage,
in view of the huge amount of material to be processed. Therefore, a
condenged classification may simultaneously be made. The experiences
of the National Sample Survey may be of great help in forming this
classification az they can throw light on the freamency of occurrence

of various occupaticns.

13. In Census 1951, the means of livelihood e¢lass V, "production
other than cultivation", include agricultural plantations, foreshry
and fishing. Thege groups should rmore legitimately fsll under the
industry class 'agriculture'; the National Income Committee and the
Natjional Sample Survey had allocated them to the z2griculturnl sector.
I+ may also be peinted out that the Census of India 1951 presented the
dat2 on manufacturing, putting village artisﬁns, more svecialised handi-
cr1ft workers and factory workers together. It should be useful to

separate them out.

14. Subsidiary industry-occunation ¢+ Tw Census and the

National Sample Survey have shown that quite a consider=ble proportion
of the economically active population derivestheir means of livelihood
from cne or wore subsidiary occupations. It is desifable therefore to
distinguish between orincipal and subsidisry industry-occupations,
judged on the bzais of income accruing from the respective occupation
or the time spent. The same classifications can of course be used for .

both principal and subeidi *ry industryy-occupations.

5. Mengure of underemployment : Trie analysis of the question

on the intensity 2nd nature of underemnployment in the N88 leads us to
suggest that in the Census too, an item on the intensity of employment

may be canvzssed on the national basis to give some idea of the
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underemployment as could be cbtained from the Census, by the intensity
crtegories of nil, quarter, half, full etc. It is of course clearly
undersiood that such a2 guestion which entails deep probing may better
form a part of the sample survey oriented for the purpose of employment

data.

16. Integration with agricultursl Census : The possibility of

integrating the Census of agriculturs with the Census of population
as suggested by P.C. Mahalanobisg/éeserves serious consideration in
this country where about 83 per cent of the total population live in
rural areas and 70 per cent devend on agricultural occupations for
livelihood. Such an integrated Census would have the advantoge of
tying up the production end with the economically active population‘
and should prove useful in characterising and pin-pointing the
employment situation in this country providing thus a more objective
basis of the neagsurement of the economically active population in

general and the underemployed in particular.

2/ P.C. Mahalancbis : "Some observations of the World Census of
Agriculturc", International Pooulation Conference, Stockholi,
1957. The integration of the population Zensus with other
Censuses has also been recommended in the UN Beonomic and
Scocinl Council document, "1940 world population Census
Programme", B/CN7/236/4dd.1, 14 February 1958.

pbb.
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ISSUES YN THE ESTIMATION OF STATE INCOME

S.G.Tiwari

The State Income is defined as the sum total of all
incomes received by the members of the group of residents of
34 Stéte in a given period of time, say a year, provided that
institutions, governments, conmpanies and other associations
of persons are included as members and that no item of incoue
is either omitted or counted more than once. It is, therefore,
evident that State income is the income received and not
income originating in the State although for the purpose of
estimation of State Income, it may, in the absence of adequate
statistical data, be necessary to estimate income originating
in certain sectors but in such cases either income received
is equal to income originating or is presumed to be so.

2. The State Income at present is estimated on the basis
of net domestic product at factor cost and in certain States
allowance is made for balance of payment while in others no
attempt is made to take the latter into account on the ground
that adequate and satisfactory material is not svailable.
There is no doubt% that the calculation of balance of payment
is a vefy important aspect of estimation of State Income but

the question is how to resolve this issue, The Rail and

River Borne Trade of India does give some account of the

movement of goods between different Stetes but this alone
is net enough. There is gtill left out of account the trade
cn the border and the movement of goods by road although
some d=2ta can be collected from the octroi barriers of such
municipal boards or town-areags which happen to be on the
tord.r. Purther, data is also not available in respect of
the eount of remittances made from a State by the residents
¢ ouner states or countries living and working there nor

on woaey received from the residents working outside the
321tL.  Arbitrary assumptions on this aspect of the problenm
will net tnke vs frr. Under such zsircumstances 1t may be

Crsirnhis t2 refine the technique for eatimation of net
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domestic product st factoy cost with the objective of being
able %o eatimate income received by the residents of the
State more accurately.
3. For the estimation of State (as well as National)
Income it is essential to find out the working force and the

number of incomnes. The docennrial Census Report is the only

document which gives in detail the number of workers. The
Census Report of 1951 gives the number ofrself-supporting
persons and working dependents - the sum of these gives the
total working force. 3But the distribution of working force
into different occupations is beset with the difficulﬁy that
an earning dependent is recorded with the occupation of the
head of the family and not under the occupation from which
he derives his earnings. The distribution of working
dependents* into different occupations on the assumption theat
their relative distribution today is the same as in 1931 (for
which data is available) may seem to be the only alternative
but it makes a big assumption which may not actually hold
good. Since 1931 the economy of a State (as well as of the
sountry) has undergone a number of structural changes in the
face of which such &n assumption may seem to be of doubtful
validity. PFurthermore, the siample method of interpolation,
the only device by which the working force for any year
other than a census year can be calculated, may not give
correct results in the context of planned economic develop-
ment of the country. In this avoved era of planning with .
the improvement in the standard of living and introduction
of compulsory cducation and greater facilities for general
end tcohnical education there is a likelihood of reduetion
ir *n. runber of working dependents. Under these conditions
t.u dccenniel census may not prove to be very helpful.in

tiho =zroeaae estimation of working force with its break-up
wmoy ciriareat occupations. It would be better if a limited

"

* e Y odional Incoine Committee in its Final Report has made
oo zoeaansisn Thant the distributinn of working dependents
Wit eazth livelinood class is similar to that of the self

© 7 mavs e dn o 4ke smoc claes as available in Econoanif
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census of population is conducted in the gid-year of two
decennial cengums fixr the purpose of determing general trends.,
4. For n satisfactory csitimate of State (as well as
Naticnal) Incormz, it Ls desirablc to break the working force
in differentroccupations into urban and rural areas. It is
not always possihla to classify a worker into a rural or
urbeon one. There ars & large nunmber of cases which are on
the border line but for the purpose of estimation of aggregate
net income 1t is neither very difficult nor unscientifice to
classify a person into the urban or rural category. The real
difficulty arises when the results $o arrived at are used
Cteo indicqte_comparative trends in the rural vis-a-vis urban
. T k\‘
incame,
5. ~Ihe estimates of State or National Income in this
country have so far begn used for the purpose of guuging the
quantitative performanc. .. an economic system. It is true
that in under-developed economics this aspect is very inmportan
But in a country with the economic objective of the socimlist
pattern of sociezty it is equally essential to measure quali-
tative performance. Hence the estimates of Stete as well as
Nationai Incone should be so made as %o bring out not only
the pattern of productiion but also the pattern of distributior
This Z=uwulics Shnt progressive reliance be placed on the
income ucthod o %ther than the procuct method.
6. Comins to sectorsl estimates, the income from agricul-
‘ture is estimated by multiplying the gross output by prices
and then acling deductions for seed requiremnmnts, wastage,
féﬁld ridger, intcrﬁst on agricultural debt, operational
€0 '+ .ni depreciation of agricultural implenments. Although
harvest prices should in reality be used for cstinating the
varus o ngricultural output but the available dota on
ha»vezt voizes given in Season and Crop Reports relates only
to wholooale prices at the time of. harvest. 1In the absence
of 2 Sttty zlturantive such a rrice has to be uscd. Any

estot Ty duductren from this to orrive at the harvest price
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15 not at all scientific. But it should be borne in mind thaE
the income so estimated will not be «he inoome generated in
agriculture pufely. It will include some of the aectivities of
markcting as unaertaken by the cultivators. It may be added
~4in this connection' that the wholeszle priece at harvest time
has certain limitations. The produce coming to market need not
be representative of the guality of the actual produce. In sSome
casesy spaecinally in the case of poor cultivators and cuitivator
having small hceldings, produce of good guality is immediately
brought to the market while produce of bad quality dis utilised
for consumpticon needs; but in the ecase of rich cultivatoers and
cultifators with large holdings produce of poor quality in
large cases is brought to_fhe market at the time of harvest and
produce of gond quality is kept over to be sold when the prices
are high. With the growth of cooperative marketing thete is
evary.possibility of increasing the divergence between the
wholesale price at harvest.time and the price actually received
by the cultivator for his produce. In the absence of any data
on the subjeet 1t is difficult to say what margin of error
enters into the present estimates of irncome from agriculture.
The power of agriculturist (except agricultural albour) to
hold their produce has increased with a rise in the price of
agricultural rroduce and they have started consuming more and
better quoliity of cereals. It is, thercefore, advisable that
we should examine if there is any change in the hitherto ac*epm
trend, as indicated by the Marketing Report, of marketable ‘
surplus of sgricultural produce which is taken into account for
estimnting the income of certain section of traders with the
prcduc%ncthod and trade margin.
T As regards seed requirements it i3 worthwhile to
remcmboer that the quantity of =zeed depends upon the areza sown
and herncc we cthould arrive at the value of seed by multiplying
the arca urnder the crop by secd rate and the retail price at

the time o soving. ‘It is true that & number of cultivators
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ugse their own secd and do not purchase it from the market but
in such cases also 1t is desirable to evaluate seed at the retail
prices during the period of sowing. The differerce between the
harvest price and the retail price at the time of sowing 1is the
income accruing to the cultivators in the capacity of traders.
8. As regards wastage in agriculture, the National Incone
Committee in its Tinal Report has made no deductions for it on
the ground that wastage in the storage of marketed output may
be considered under trading sector and in the case of retaincid
output it is considered to be a part of wastage attending on
consunption. But every one knows that some wastage is 2lways
invelved in the movement of crops from the field to the place
of thrashing and from there to the house of the cultivator and
. finally to the market at the time of harvest. Fur*sher souec loss
in weight always takes place if +tha produce is markcted by the
cultivatore a% an interval after the harvest time. The arguments
of the National Income Committee are valid in the case of product
approach under the assumption that the surplus agricultural
produce is marketed by persons who have been returned as traders
in the Census Report, but in the absence of data regarding actual
quantities of various types of produce marketed, it is difficult
to make use of the product approach successfully. However, if
the income approach is applied under the circumstances, it has
to take into account the wastage involved.
9. While coming to income from small scale and cottage
industries it is realised on all hands that mdequate data is
available only in the case of handloom industry while in the
case of other industries the data relates to the number of
workers in a census year including workers in large scale
industries and output in any one pigﬁicular year. Recently a
number'of surveya have bgen undertaken in certoin States¥* but

herc the data has been collected in one round. This method of

* i Indietry ir Maedrees and "rjinwthan, Repert of

Sarvey af tiendipnn &

tne Tewdils Craniry Ccmnittee, 1954,VYol:II and IIT~Annexurcs,

Surwer oV v ooviny, Tonning, Leather Work and Black-snithy in

Bonlryy o0 of 5rull 3ande and Jottage Industries in Nagpur
. Cizry G-t fonia Inlustrics in Seleesed Fivlas in Madras;

Reprrt o7 Z-:vey of Labour Conéitzons in Industries in Delhi

Statos Toon: i €vrvey of €mall Industries in Various

Tisiricse :§f Vess ¢:ugai.

t
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collection of data has the advantage that more field can be
covered in a short time, Although from the standpoint of
general trend this data is very useful but for the purpecse of
estimation of State or National Incoms it has its limitations.
A8 no records are maintained by most of the owners of small
scale and cottage industries the information collected from
them on specific items cannot be more than an approximation.
Further, every industry has a peak period and a dull period of
activities during the course of each year and in certain indus-
tries there is also a period of unemployment. No effort either
based on product or on income method can give reliable results
unless it takes into amccount these factors. It-is doubtful if
all these points can be brought to surface in an enquiry involv-
ing contact with the owner of an establishment once for a few
days at any time during a year. It would be better if data is
collected in three or four rounds in esch locality during the
year for better and reliable estimates of State or National
Income.
10. There are difficulties in estimating income from enter-
prises which are spread to other states (leaving the enterprises
of the Government of Indiam) including organised banking and
insurance. The income from such enterprises consists of wages
and salaries of employees and directors and surplus profits.
As regards wages and salaries there is no difficulty gs the
wages and salaries of the employees of the enterprise living
in %the Stafe will surely be included in the State Income. But
the aquestion is as to what part of surpius profits, if any,
should be trcated under State Income. It is a difficult task
to determine it by verifying the assets and shares of the
inhabitonts of the State in the undertaking. The only way

out cezms Lo be %o allocate a share of surplus profits for

irciacs b in the State Income on the basis of general
covild oot a8 such as the place of residence of the members
of F.aru uZ Directors, Managing Agents, Distributors etc.
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PRICES USED PCR EVALUATION OF OUTPUT: AGRICULTURE SECTOR.

M.L. Sudan.

The scope of this paner is restricted to the prices used
for the evaluntion ocf égriCultural comrodities. After bringing
out in brief as to what has been done in the Punjab in this res-
pect¥, we get on to discuss the relative suitability of harvest
and primary wholesale prices in this context.
24 In the Punjiab practically all +the markets stand.regulated
and the coverage of COmmodiﬁies is fairly large. Weekly prices
of each comrodity prevailing in the primary markets and collected
from the market commiﬂtees,éig: peak period during which bulk of
the produce is seld in.the rarkets (adjusted harvest period) were
used for the presenf evaluation. In Kangra and Simla Qhere ther:
are no market commtttees, the prices were collecﬁed through
Tehsilders in the former case and personally from the-local markét
in the lattce». Simla is just a city district with an area of oniy
eight sguare miles.
3. . The primarry rarkets are those situated in surplus areas, Al
the districts in the preintégrated Punjab except Kangra, Simla anc
parts of Hoshimpur angd GurdésPur are surplus areas in reépect of
foodgrains, But both for fradgrai ns and other agricultural
commodities, during the adjusted harvest periods, there is

practically ro import cf commodities even in the markets of the

deficit areas eveept Simla .and as--such the prices prevailing
in local markets relate to local produce. In Sigla there is
very little local production and hardly any part of this is

marketed, The prices for Simla, therefore, relate to imported

proluce. %2 hrnve, used these for evaluation in view aof very

little pr- u~%ion in the district,
X* A e R I oy -+ i q
QQJ khrﬂmwt,ng the 8tate Inconme of the pre-integrated Punjab
for trno “loeuw years ending 1954-5%. This is the first study of
< e g, B -1 . : e oo
-%8 T¥y¥e . the £iate and has recently been completed by the
Leoremis v duasisvical Qrgarnisation, Punjab,



4. Regarding selection of centres, two to four markets well
distributed in the trea were selected for each district (except
Simlg)'at_the saon {imc'Eeéping in view the guantum of transac-
tions in various markets is the district. "As already pointed
out Simla is a Qery small district and the prices were taken
f?om ﬁhe.local market.

5. L‘ The prices sb.collected'We?e’the nodal prices of the aven,
" quality of the different varieties of the commoditics which are
most commonl&_transacted in different markets. Beyong this
general rule wWe have not made any specifications except 1n the

" case of cotton where the prices were collected separately for :
Aﬁerican & Desi~- cotton and use was made of separate producti:
figures for thece.

6. | The l28% point requiring consideration is that of -averag-
ing. Accoriinpg v the National Income Committece "the ideal
average sh>rvld take asccount of the regional disparity of the’
prices, th: qunliiy differcnces and the temporal disparity

of prices. ‘‘oreeover it should be bqsed on B sufficiently

large nu1§er 0f guotstions s¢ as to minimize the sampling type
of_error; also the type of average used for estimation should
be as ¢f"irient as possible".* As further pointedé‘?);tthe
Committew, weighted meun of prices of the period in which the
harvest yi;la is disposed off at the markets of bulk transactic
of these commodities, would be a fair approximation to this ;
idszl, Ve wavc, bawever, uscd the simple average of price

quotetiors ns collectud from various market committees in a dis

trict For cvaluntion of production 2t the district level.

T Trz “rond pros and cons regarding the use of primary
wheloani. v ices for $he evalunticn of agriculturnl output

*  Firal ceoost o the ¥ationnl Income Committee}Jpage 29,
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as against harvest prices are discussed below:

1) Harvest prices nre generally collected throygh revenue agaency
and this Follection forms only one of the many minor routine dutises
of the concerned offic-=les, Juvasequently these officials do not
evinece much interest in the work; and the importance of such statis-
tics is neither re=lized nor nroper carc is taken in their collectim

iy

in most of the nasers, . :
ii) Tha coveongze of Parvoest prices both E; ;eSpetfof commoﬁ;uies
and centres is linmited.

i1i)  In tuc case of horvest érices, we can heve only a weighted
average price for the State ns o whole; weights being the quantum
of procuction in 2nch distriet, There is no possibility of having
a weighted nverogze price nb the district level. As against this

it is possible to heve the figures of the quantum of transactions
in the regulnted unrrets (Primary in the present context) and we
ean work out the veighted average evon At the district level.,

iv) If we use urivnsy whol:crle prices we will be ovoer-estimating
the amcunt received by the fmrmer.tq&he extend that the entire
production iz not marketed. The use of primary wﬁolesale price
will thus reauirce tve deducticon of the impute cost of tr;nsport
from village to the primary nmarket for the part of the produce
which ie not marketed, from the gross value of output of agri.
culture. On tho other hand, if we chose to use harvest price,

for the total product then we are confronted with the problem of
estimating the farmer's cost for the transport of the marketable,

surplus to the primary market. The difficulty of estimnting the

extent of ceduction in the former case and addition in the latter

wrimarioy o pise s From the very nature of our economy where the
Tuncta. ors Glstricusioe or the eccromic acetivity is not specialise
to a4 hirl <. ree. wnile usinrz primary wholesale prices for

L

@vnidriicr 7 sori-cantursl ouisrvt in the Punjab we have, however,



not monde¢ the required adjustment following the Natonal Income
Committee practicc,

8. Agoin, primnry wholosale price is inclusive of certain
market charges (pasyable by the scller) which has to be
deducted from the gross value of output in agriculture if

it is evalunted at these wholesale prices. In the Punjab,
these c¢cnargzs are fixed by marketd commig};es and are known for
each merket. There is thus no difficulty in making this adjust
mens. l
9, Toking into consideration all the above facts, we thoughtg
it bect o use, the primary wholesale prices for the evaluatior
0f agriculiural ocutput =and thus extend the scope of agricultun:

{
sector te irclude the trronsport activity of the producers up t)

8
i
X

the rricns; morkets,

i
20, In t¥s end, cuming vo the question of the proper agency
for price reporivr [rom pricary markets, the staff of the

regula ted parkots avs bee.. considurcd be£$ suited for the
PUrposc. Ia% ounly ¢an.-we get accurate price for a l-rge

nunbter of ¢ mﬁoﬁjtics from this agency but also the quantum

of tror-szczsions which is recessary for calculating the weightﬁf

av2rage pricea
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A_conceptual framework for the analysis of

Y

A3 ode ouhpuvs

P.7, rurinerien

The consirucii-nm of nrtinnal accounts is now widely
recognised 28 a valuzil2a analytical tool because the composition
of these necounts =3 +the inter-relations exicking among the
componentﬁ reves snre sigu*¥licantiv the working of the econony
than 2 pursly aggrcecgative approrch. It is still not possible o
construc*t ~laborite epcecounts for the national ecoromy of India
becanse {(a) a larse part of the economy is not market-orientated
end {(b) statistical ~aps are many resarding the detailed data fo.:
the econony as o wheole. VWanatever be the difficulsies in taz cor -

*h itionel ceonomy may also be precgent at the —~illage level.

o
th
o]
"S

But atturpits have boen madz: in the past to prescent village

accourts in as nmuen details as poasille in order to throw
light or <thec Ffunchioning ol the village economy.*

survey Report) of tk-

[The

1 Tndin Rural CraditySurve
igcussicn hes been wade on
‘re prohlen of bolance of

) ups or sirata of familie
n cural sroa and she resi of +ne country has been cons
=ed. Various limitations with regard to the availability of
te hrve L2en nentiored. In the last few pages of +hi:
G oot zash ana Find wHalarces have veen czlculated
TS A A wWhriga The fincl conclusion
reacs as Fillows",.eve Tt i3
account 4375 lz2s on the basis o
many direetions, cspeeinlly foo
e war2 c¢otlacted, but the;
uuck d2ta weuld hasvs

oA
ot $0 Loz

tn focad nhove were not merel:
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2, In thisg pavpar on attempt has been made to indicate
several tvees o villaics ws:ioanis in order %o study the nature
wnd cumpecitilo of She ~oonz ouhzut of the village and 1ts
distributi-n rozsslors Yo cccupational and functional categori
Ve sholl wlss ~axos v a%%eopb to present a broad outline of a

two secbor wmodnl o0 sging *io Jiow of goods and services betw

Ghe v llnmas oradke g Trost 0¥ *hie worldi. Data about economic

Iiows boewosy A2 orent wocductive units within the village as
well os betweosn the villsizaes and the other sectors of the

ceonownr will zhow the des-ce of the extension of division of
Latavr nud spscialisation of economice activitﬁ #0 the village
economy Wwith its ncecessary and consequential repercussionsg on
the structure nnd magnitndes of cconomic flows, bhetween differ
urlts or the ssiie Lndustry, betweea different seetors of the
villace adsnomy, o2 well as tetwenn the villaze enonomy and th
vateide woesld,  Yiie uwltimate obiective in suszh ¢ study would b

o derive varnaln vdicentors witlh o a view to rharaciterising

veagresoive oud Soirogressiva oo osmies particularly from
Tae ool oD Uil ot o thedl s crowta,

Y. ThL wliLagve Temy ane loucation of esconomic flows ar

-

the turee crucizt levers cf economic change. The agencies whi
are recponsible fer the flows reflect the structurel part of

the cezons o2 2otoge and chow the relative evelution of the

voinne, 0 s nnevs or the utartinry production in the course of

SOl iy oaw . Lhoe pofiuern of ehiange in the form of flows
Twrroee Ll iz oo T or chtherwise of monetisation in the econe

oot o e wsa e nnoa of v flows Indieates the degree of

Dnbel o o nmosaalies conunity with a bigezer community

LSS L aev s thes_on eacn ochbeor.s



(a) Distribution of the G.N,P,* of the villaze by oeccupaticnel
groups such as,; cultivation, aris end crafis, +r-ico, Jaronr,
transport and profcssion and scrvice,

(h) .Values of pexr cevita, ner worker and per housaheld

gross outpuﬁ‘by oczsupatiornnl groups and alse Tor +he villrre as

a whole.
(e) Funetionsl distridution of the G,N.P. i.e, iato zaont,
wages and income of thus self rmplcyed*¥,

S5« It i3, porhaps, necessary tc clarify the Thyoed :5is
of relating the diversification ¢f ccomomic activity ©- *-e
rate of econcomic chrages An c¢bjection may HSe r-oigeqd .
this presumption that the rrogress of any ccanosy Lo irn o % i
by the fact 5% diversification of econcmic metivitr, ~o .
broadly true on the national Yevel, but certainly loos o hgid
on the village level, There is force in this ohjecti -, -t
is quite well knowr that, irside the villoge, there .5 var Tftile
opportunity of exransion of non-2gricultnral acuivisiao. i oup
& point egriculture moyv help “he cevelopment 2F s54a01 A onl ma
activities such as those of eriisans. perfornance of 1-Gsvr and
trade and transport scrvices. In fact, this tvpe of chmage
provides the firs* linlk in %he chain 5f successive changes, final.
bringing a villsoge unit intc closer contasct with the rest of the
national economy. Therefore when we nake the presurntion +tha+
i1f there is mnr3: divezrsification of econamis activities i% wiil
lead to fastir growti, what is implied is the comnleticn ¢ {he

full process siorting from the initial sage of dovalopnent ¢f

¥The use of 5.%N.P, in the present context is

the neoro-i hrooes Leise the G.U
congiots o aLsuit of oals

produguel s af The vilings, i1
they wrs producs ok vitless or 15oide.

]
not in-~ the brenkdewns of the innnor

¥*¥Tn a houseboeld subsistzacs tvye ol eednnmy
7 “ R, ho F
explored vt Zroiit mnd interest.
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agriculture and other ancillnry activities and leading

to more and more of marketed surplus and exporss nitirasely

resulting in rmaximu: intcsistion with the rest of the econony.
6., Onc mny p.iat cud th2t the same rcsult mary cone

about in the o+*kser wnv rounc, i.c. Tirst syshoaing oway the

surplus workinye force fvom village occupaticas to rnon-viiluge

occupaiicns, whicn Yrinzs abeut rapid develonneni of

agriculsure and aseiil~ry industries inside the viiingc. ;n

fooct whot haprnonc in the course of economic develon-exnt

is the simultoneity of toath fthe above procestes,

7, Da%sn far %en villages belonging %2 the Eaho-unpur
district of J,P. and ths Gurgaon 2istrict of ZPunjin® wixo
analvscd and accounits montioned carlier wure zrorarca®, It
has been foeund thet the share of the agricuiiursnl ousput $o

total GLE.P, cof 1he villazes is corrvoximately 27 per zznt.
It has 2lsn begen noted show the extent of enzlaoyrens of hired
ro8

labour ig more in comparckively argus villirss thon

=4
-

in tho boekwnrd cnes. Piwnll it has been noticed taat the
¥

[a}

size of +the vrofession nud service sector is an important
indicetsr of the extent of intecgration of the village economy
with the outside world.

8y 8ince in the Indian villages, it is a common featur:

that ross oI tr. households follow more than one occupation,

it mes 1o arsgacd that the per capita gross outpubt is a better
nlLenser ol fevelopment thnan citner (a) the occupational

diveriiiuc:tion or (b} the patiern of economic mctivity as

rovooicl iy tre distribution of the G.N.P. into various

Co ol gionN2l £raups, S8iuse tho former is o roflection of bot:

iwh, sp2einlly in the convuext af a backward

¢ being corducted
tny Lelhi Scuocl o
;o yeoar in tho Pun
ery yoar necrly L
carveys in the sanme
w2l of £ilve years.
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agricultural economy., it yhich o o« veess o< w.2mnzd economice
development is initinti: ., =any €ciipniLesa on pairely por capitai
basis weuld be invalid ond even miclcecading oi:ply beocause
there is a greater degree of hetercegzneisy boith with rugoard

to (a) the pressure of population smd (b) th: A7ffer.ns
degrees of combination of different occupatiocns 32 - oingle

houSQhold.

9. By looking into the account (e}, it a8 becna

found, again in the context of fen villages muatiocred unrlier,
that the share of contractuél income {i.e. Te: il apd wata
income) is higher in those wvillag:u which hav “.an
characteriséd as potentially pfosparous ville; i, whore ng
exactly the opposite is the case with the conysws iy
backward villages. It is approximntely 23 per v ..ot iv +he
former case and B per cent in the latter, Tw. ~verar~e share
of the contractual income, taking 211 the ten v:.11lazus in the

-

account, is approximately 16 per cent%. Incidcniilly; 1h> faet
that a very large portion of the G.N.P. consists of she inc me
of'the Seif employed households in the villag: has wider
implications in the context of stresses and s+%rains tha£ occur
in a developing economy. I% means that with every unit rise
of income the consumption function of the community will be
much larger than otherwise,

10, Apart from these three bromd and generalised éccounts
i.e. with regard to the distribution of the G.N,P, into
varicus occupational groups, the pér”capita, per worker and pe-
household gross output and the functional distribution of the
G.N.P. into rent, wages,rand income of the self cmployed, a fo:
more accounts.depicting, the flow aspects of the G.N.P., 1.0.
the nature of the disposal a2s between self consumption and sal -
either inegide or outside the wvillage, may have to be drawn,
This will help 23 in studying the extent of monetisation and

the oroning un of the village cconomy. _In the first nlace we _



shall calculate the proportion of the marketcd surplus of
primary products both on ithe asgerez-ta level and by the siz
of holdings. Secondly, ti: re-l s:;nificanbe of the owveniy
up of a village econcmy can be brous+wi ocut only vwhen we loc
intc the 'export! content of the marleted surplus,

1}, The characterisation of villages into prograssiw
or retrcgressive ones which may be-arrived-at wiltn the aois
the earlier aﬁalysis gets corroborated from the tnbles cf
narketed surplus and erxports. For instance, the =werczain-
marketed surplus to total production in cultiva-dicz waric
277 to 953+5 in the villages of Saharannur end ot from o oC
to 24.5 in the villages of Gurgszon. The averags jorecon® o,
of exports in the villages of Saharcnpur comes 52 £3.3 whor

it is 19.6 in Gurgaon. It should Le wcted tha<t the pnnlysi

marketed surplus and exports will romain inconmplcste if we 7
not relate them to the type of crons generally nroducad anad
marketed in the individual villagecs.

A vorking model of inflows and outflows =7 anads wpnd

gervices ¢y ang Froc tha village.

P il

12. The earlier anslysis provides the setting for a
gtudy of the nature and extent of economic flows between
different productive units within the village. This would

bring out the degreé of extensiocn of divisicn of labour and

specialisnation. of economic activities in the village €conoej
as well as the development of trade with the outside wérld.
13. 1In order to make the picture of economic_?glatﬁ
in a2 snall community with a bigger community cconplete, we i
ventured in the following few pages to present a very tentn!
outline of a two-sector model of .the inflows and outflows o
goods and services to and from o village or a group of
villages within & district. Thesc inflows and outflows may
noted aciivity wise (i.s., cultivation and crafts etc.) as

also item-wise under the hend of ench seperate rctivity.
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Iﬁ the model, the inflows anﬁ outflows may be aggregated
éctivity wise and finally for the economy as a whole. Such a
model, in order to be called the 'Balance of Payments' model
for the village economy or the regicnal economy, must contain
items relating to {a) the curren* wroduction (b) the current
consumption and (c} the capital *transactions., Approprinto
data for the current productive arn+tivity and for +the capital
transactions are being collected by us in the course of the
village surveys being undcrtoken from year to years Dnitn for
aggregate consumption items for the whole vear are difficuls
td collect unless the investigator stays continuousiy
throughout the year in the same villange., However, o part of
the inflows and outflows of consurnption items such na food

. grains, cloth, merchandise etc. mav be traced 4hrough the
transactions of the traders who surnply the majsr ¢onsumption
requirements of the village as well as through tho s2le
;tfﬁnsactions of producers,

14, Once the deciazjion is madé with regard %o the
selection of items which should figure in such a model, one
would like to know the specific utiL%ty of such Aaccounta,
From the enalytical poin® of view this utility may be
specified ag follows:e= |

(2) %hesc cceounts will further corroborate the
conclusicns =rrived at earlier with regard to (1) the
diversiftination of economic activity within the village and
(1i) %he rosure and volume of the marketed surplus and
extorts,

'™ The number, nature and volume of items occcuring

in +h. . -omgntg of the inflows and ouvtflows will indicate

(4Y +... i.vel a% whieh the villaze 2conormy operates {ii) +the
notas. 07 e starting peint of c¢ocnoemie growth in the

indi< . 0 s su~4ion and (11i) L potentizlity of change,
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(c) By nmaking an analysis of such asccounts for
puccessive periods one may observe the change in the
functioning of the constituent parts of the economy. for
instance, one may study whether the economy as & whole is
"trading!' more with the 'rest of the world', whether one
functionél group is having more transactions with other groups
etc. etc. By basing these observations on some hypothesis
about the nature of the change, i.e. whether it is progressive
or retrogressive we can get an idea of the dynamics of the
eodnomy.

15. There is one more advantage following from a

proper analysis of village accounts, One of the items in thes

~accounts pertain to the unilateral transfers in the form of

rent, land revenue 2and taxes. It is generally maintained in

& backward agricultural economy that these transfers from the

producers to the rentiers and the State act as o deterrent. to

economic development. Whether this is generally true or not .

may be examined in the ligh% of observed facts.

16. We have made ar attempt to construct village accoun
for all the villageé separately and also collectively in the
casgse of-selected vil}ages of the two districts of Gurgaon amnd
SBaharanpur. ¢Chviously unless a sufficient number of such
accounts are coastructed for a large number of villages of
different types, it would'not be wise to draw from them any
general I.f2ronces. Moreover, in the process of preparing

these rzcuafts we had to encounter certain gaps in data

which «_L. =z2inly due to the lack of conceptual clarity abouf:
a few .. .5 in the accounts. For instance, the detailed
break.. .. .7 the ecapital transactions effected, money borrowe'
and 1:.7 w1 inzide and ecu*side the village and the direct
consu.i.wx purchases by the resident households of the
villa~:: wore zither not csllsetz¢ or, even when they were
gollcorc i, oire BiCE n}w&vs ermurchensive and accurate, Whst

"~ we ¢ ~ocament o Twocela: aecount for one village onk

At A
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for the sake of illustrating concretely what we ultimately

propose to do. This account is for the village Soha®pu- garn
in Saharanpur district which has beczn found, in the eariiax
section of this chapter, t- be fairly prospsrcus ond has ..
greater potentiality for chunge than 4he other villog sz, The
items which are given im this account ar: self-explonatary,
]
17. We would, however, like to present certolir =:inistive
conclusions, for whatever they are wor+%h, which fzilow *von

gleven* such two-sector accounts a sample of which aas hoon

given in Appendix. They are as follows:z=
(a) It has been Ffound generally that the cultivet.ra

in the comparatively prosperous viliages purchase nced,

v

fertilisers, cattle feed in larger 2mounts from outside thue
villages and also they import $ne scrvices of lobourers vho
are resident in the nreighbouring villages. s

(t) It is well known that the irmding sector plays
a8 significant role in the diversiiication and ovncoing vy of
viliage economies. It has been found that in comparatively
backward villages, there ie very 1:%3le of salcs %o outside
People and *there is quite o significant amount of imperts of
commedities which are consumed wi%tlin the village itself.
Similtarliy, ths picture of 1li%tle diversification of occupation
gets corroborated from the fact thot very little of wages
o; income i8 received from outside the village. On the other
hand, in thcese backward villages, almost all occcupational
categories depend on some amount of wage income which they
get by combining agricultural or nom-agricultural labour with
thelr nnin activities whether as an artisan, a trader or even
a8 a small cultivator.

(c} It is 2l1lso found from the accounts that mixed farmin-

is widely practised in the villages of these two districts., fTr-

- * 0f thesa, 5 are accountoed fov i-7idual villrgszs and 2 are
¢collzztive acqrunts for the se tec villages :f Curgaon and

t e P il . ran o g v
Shbharennuy Jletricths, : - = - =

nd
lze
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from
income /livestoock production plays a significant role both

with regard to the economie condition of the houscholds and
in the context of éstablishing closer contacts with the
outslde community.

(d) It is interestiny to note, subjeet to further
verification, that the totnal volure of inflows and outflows
both on the’aggregate level 2nd or +the basis of separiie
occupational catocgories is comparatively nuch lowcr 1i o s2.-¢al
backward village than in the case of a fairly proswero—s =7.llng

(e) Finally, it has been found that the share oo
unilateral transfers +to thé total sgricultural productiown
(excluding livestock production) comes to roughly 9.00 per
cent. Therefore, it is pertinent to observe that the rchare of
'transfers' do not provide any large disincentives %o eeononmiec
development. Of course, one has to take into account the
type of land tenure system prevalent in any particular context
a8 alsoc the general features of the agrieultural econony of
the tract conererned. For instance, these two disfricts are
situated in a region which is dominated by the institution of
.peasant-praprietorship with all its favourable implications.
Added to this, in this North-Western region of India, agricultur
has been mode prosperous due mainly to the availability of
water fronm various‘types of irrigation Sources. Hence the

relatively minor share of unilateral transfers in these villages
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‘subetotal: 26633 7976 | 2509 190 3121 26858 134
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11) row moterials 533
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 gubmtotal 15%0 533 952 - 2500 5353
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“IT sales 14260 &
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-
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A NOTE ON THE PRICE3 USED FOR EVALUATION
QP CUTPUT

D.N.Lal and P.EK.Sharma

Income is a monetary concept; and, therefore, the problem
of evaluation of the zoods and services which constitute the
National Income is of a2 paramount importance. Naturally evaluation
means evaluation at a certain price. But the problem arises which
price to use. The prices which are used for evaluaticn must he
the real prices. By real prices one means the pricez whirch
actually prevail in the market during the period in which <he
goods and services entering into the national income are produced
or exchanged. But again the problem arises which market to
consider - wholesale or retail.

2. If the wholesale markets are considered then aguin the
problem arises which wholesale market - the genuine wholesale
market meaning thereby the market in which sellers and buyers are
quite independent of each other or the wholesale market in which
buyers and sellers are of practically identical interests and
therefore the exchange has to be effected at quite concessional
prices., The sale and purchase of = firm to or from one of its
subsidiary firms mny be cited as an example. There is a further
distinctinn betwren tne types oi the wholesale marketS. . Wholesale
market .may mean +the market where the tradera‘engage in wholesale
transactions with the producers only. It may also hean a market
where the traders engage in wholesale transactions with the
traders themselves. It may also mean a market where wholesale
transactions are effected between producers and producers or
between producers and retail traders or even consumers themselves
or between wholesnle and retail tradérs or even consumers
themselves. In practice, it is very difficult to find such
cleamcut markets operating at any point of time. But it may not
be impossible to make such distinctions between the markets of
one type or another for thecoretical purposes. Even if we make
such theoreticnal dis%tincsiorns, there is a further problem - the

problem of location of market whose prices ve are going to use.
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It is a well known fact that the prices differ from rural to urbs
areas and even from rural +o rural and urban to urban areas. Some
times we may find price differances between the various shops
located 2t the same towv™ o> ~iliage.
3 If we decide %2 usc *he retnil prices for evaluvation of
the goods and services_entering into our national income, sSimilsar
problem arises, Which retail market %o take intoc consideratiosn’?
The market where retail transactions tuake place between wiolesrle
traders or producers and retail traders or between wihniesolc:
traders or producers and consumers br beitween retail tradera ther
selves or between retail traders and consumers. Then agaia the
problem is of the location of the market whose prices arc to e
considered. Furthermore, the-prices differ from shoyp to> shop eve
at the same place, apart from rural-urban and place to place
differences,
4. Sometimes the problem Aarises that some of the goods and
services entering into the nationzl income do not enter into
market transactions at all., What to do in this case? It would
not be wise to exclude these goods and services from the nationzl
income. If we do this the national income would be grossly
under-esticnated. Take the exémple of the domestic service. I
one Xeeps a cook or maid for doing the service and pays him or
her a salary or wage, then his or her service would constitute
a part of the national income, but if the same job is done by
an unpaid person like one's wife or daughter or somn, her or his
service would not constitute a part of the national income.
This means that if one's wife does a job for another man her
services arc productive but if the same job is done for her
husband or for her fagily, her work is unproductive. The term
productive has been used here in the sense of production of
national income. This is ridiculous. Even apart from the
services like domestic service, sometimes we find similar
difficulty in respect of goods and services produced and

domesticnlly consumed. For those goods and services which are

generally marketed, there is no difficulty, as the market prices
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not markcted at all. One solution lies in using the cost of
production of these goods an? services for evalusting them. But
here again the problam of choice of'the location of the place or
the producing unifs wheese eo:t of production is to be considered
raises some difficultics.
5 Thus we find that there are broadly threc sets of prices
at which the goods ond services entering into the national income
can be cvaluated -~ wholesale pricec, retail price, cost of product-
ion. Even within these single types there are a nusber of 'ifferent
prices. We have to decide which of these to use. At the very outset
it ma2y be menrtioned that the evaluation cannot and should not be
done by recoursé to any single category of prices menticned adove.
A cowwination of the three broad categories of pricus will “ave tc
be used depending upon the particulars of the goods and scrvices
“to be evaluated and the availability of prices for these.
6. The choice of prices will a2lso depend upon the particular
method of estimation of national income adopted. Geuerally speak!
if we usc the consus of ovtput mothed, the wholessle prices or the
cos8t of preduction will have to be used. On the other hand if we
adopt the census of expenditure method, the retail prices will have
ta be used. If we adopt the census of incomé method, either the
whaolesale or the retail prices or the cost of production will
have to bc used depending upon the nature of the goods and
services involved and recipients of the income.r In practice, in
the estimation of the national income use has to be made of all
the threc methods, particularly in the case of economies like
ours where either statistical datza =re lacking for some of the
gvctors of the economy or even if they exist they are of doubtful
reliatility. Therefore, evaluation will have to be donc in some
cases at wholesale or retail prices and in other cases at the

cest of production, actual or imputed.

T, Now we have to decide which particular wholesale or
retail market out of 2 rumber of markets pointed out above should

be considered. Generally speaking, we should usc the prices
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prevailing in genuinely wholesalc markcets. As malready mentioned,
by a genuine wholesale market is meant thc markcets where whole-
sale transactions take place hetween independent 2nd un-connected
producers and wholesalc srac:-s. All those goods and services
for' which output data exist cil for which there is a wholegale

market, should be evalnunted a2t these wholesale prices. ' Of ccurse,
the ideal solution would be to evaluate only those goods nni
services 2t these wholesale prices which have nctu2lly entcr:d
into the rarket., The goods and services not as yot ocvailalic to
the market and still lying with the producing unit shoulg o=
evaluated at cost of producition. But in some cases it ﬁay be
difficult if not impossible to get the necessary statisticnl

da*%a vhich would enable such a clearcut allocation *o pe made.
Morcover, generally speskingyexcept for the initial pceriod of =
depression cycle, therc is no large stock of finished goods and
sarvicﬁs\jg\be found with the prBHucipg:units for any considcrable
ﬁeridd Uf'time;, Théreforc, it iz not a¥ all necessary or advanta
geous to adopt this idcal sclution. Only those goods and service:

for which no markets gxist are to be evzluated at the cast of

production. Tor those goods and services for which no output dat-

exist and estimate of the cutput has to be made by recourse to
expenditure method, retail prices are to be used. The retail
frices should be prices ot which the consumers make their
purchnses from the traders. Of course, while making 2 sum total
of these vzlues for the derivation of the overnll national
incoma,y the gap arising out of the two different basis of
estimation (cne wkolesale prices not taking into consideration
the profit acecruing to the traders and the other retail prices
which takes ihto consideration the profit accruing to the
traders) will have to bo filled in by adding the profits
acéruing to the whoiesale traders on account of their transac-
tiens. In order to take into account the shop to shop and place
to place diffecrences, it is essential to use the average of the

prices prevniling at o number of shops at the same place and at
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various different places. The ideal solution would be to
evaluate the output of zonis and services originating or
disposable in the éiffererl regions mat the prices prevailing
in those regiorns. TFu% 12 =vrcotice data are not available to
enable one to maiiz ~ucv rogicnal breakdowns. Generally spesk-
irg, the wholesale pricus urcd should be the wholesale princes
prevailing at either the lurge certres of production of iz
go0ods and services concornnd or wholesale prices prevallirg

at the large wholesnle marketing centres. The rctnil nri:ss
used should ve the prices prevailing in the nmarkets in kaéhi
the exvenditures ftaken into consideration are incurraei.

8. A vword moy be added here regarding the troasment of
agricultural output., The azriculturnl outputs mre ~eneratly

evalunted at the harvest oprices prevailing in the Tegion

el

‘g

concerned. But roeally speaking the prices usued are not the
genuine harvest prices. They are in faect the wholesale prices

prevalling at certain important merketime.cenires of the

regions concernef® duvring the harvest period. fa.this extgnt
the agricultural'TneanHQSHevggzgstimated. Because these so-
¢alled harvest prices nre in truth, the prices secured by the
agriculturel producers (*rue harvest prices) plus the cost of
transportation to the marketing centres concerned plus the
profit marein of the wholesale t$rader at thesse centres. The
agricultural output should be svoluated 2t the prices really
raid to the farmers in the rural areas. Therefore, it nay

be desiraxlce to make & suitable deflntion on the so-cnlled
harvest prices reported from thoe marketing centres so ss 1o
eliminatce the cost of 4r-asportaticon and the profit margin
aceruing to the wheolesale traders.

g. Regarding the cost of production mathod, for the
industriasl sector it would not beg difficult to get an idea

of actual costs of produciion invelved but fer the non-
industrial sectors, particularly in respect of scrvices, it

is difficult to got any idea of the real cost of production,



Taking the case of domestic service, the cos% of productio
will have to be mcasure? in terms of the cost of maintenrn
i.e. the actual ccmsumption cost incurred by the person

involved. Any other me=.ing of cost of production would t

confusing and practically useless in such cases.

[
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10, - Coming to the problem of the intertempor=li JIf
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in prices, national income figures have significanc.
policy purpecses only if they are givern in real germs. Ll
in effcet means figurfes of national income at the price  of
a certaln base year. We need not go into the qucestion of

criteriq for selection of a basc year. It may, huwevolr, be
.pointed out that the base year must be neither one which is
too much antedated nor one which is abnormsl. vicwed in the
light of the circumstances normelly prevailing over a decad

0 50.
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RICES USED FOR THE VALUATION OF OUTPUT
1

Ta on® SENIMALITON QOF STATE INoCoME

Jd. E. Pande

For estimating tre National or State Income by the
product approach, *he nethod of evaluating the output plays
a very important part. The exact method is ofdten determined
by the availability of da%a. To the extent the outout
approach has becen z2dopted in working out the estimatces of
State Income of U,P., the following gives the details of
the methods used for evaluation.

Crop out-turn

2'. | The gross crop out-turns in the rural and urban
areas have been evaluated at different rates. 1In the rural
Sector producer's prices pravailing in the rural areas at
the harvest %Sime have been used, whereas in the urban scctor
wholesale prices at urban mandies during the harvest pericd
have becn used. In mest cases these prices have been
obtained from amongst the data reported by the Economic
Inteliigence Inspectors of the Department; in other cases
alternative sources have been tapped. For coummodities for
which producer's prices could not be obtained, urban whole=-
sale prices prevailing in the harvest period have been
utilised. PFor each commodity a weighted average price has
been used, the average being based on a number of dentres,
important for the commodity from the point of view of
production, weights being the quartity of production in the
year 1948-49 in the region represented by the centre. The
price for a particular centre is the simple average of
prices relating to that centre during the harvest period.
It may, however, bec stated that for a few years during the
rationing period, for the tctally rationed commodities

open market wholesale prices were not available; in such
cases the godown issue rates were utilised. For the

pericé rationing was at its apex, they amounted to roughly
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Livestock products

3. The important consiituents of the total output of
live-stock are (i) milk inzluding milk used for ghee-making
and curd-maxing (ii) aeat (iii) fish and eggs (iv) hides
and skins (v) wool and (vi) bones.

(1) Milk
4. The %o0%zl quantity of milk is divided intc three
components, namely; (i) the quantity used for curd rmu<ing,
(ii) the quantity uscd for ghee making and (diii) the
quantity used as milk, The total value is obtained by
evaluating the three components separately. The curd «nd
milk are evaluated at the urban retail prices, wherzas ghec
is evaluated at rurel wholesalc prices, the prizzs being
supplied by the ficld staff of the Devartmert of Econcics
and Statisiices. TFor cach of these c¢ommodities, the price
used is based on a numdber of centires, important for the
commodity from the point of view of production. Except in
case of milk, where a weighted average price is used, weights
being the aquantity of production in the region represented by
the centre, the prices used are simple average prices, based
on thehave{age p?ices provailing during the year in those
centres,

(ii) Ment
5. Th2 total output of meat is categorised under the
following broad heads :-

(2) goat meat,
(o) sheep meat,
(c) buffalo meeat,
(d) cnttle ncat,
(e) poultry meat, and
(f£) pig meat.
6. For cvaluzting sheep 2nd goat xeaf, reteil prices
of goat meat obtained from 16 centres are used after working

cut a weighted average price, weights being the number of

goats at each centre. Tor buffulo meat retail prices from
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‘one centre (the only centre from which prices of buffalo meat
are available in the Department of Economics and Statistics)
are taken. Cattle meat prices are estimated as the simple
average of goat =meat rrnd Tuifalo roast prices. For estimeting
the value of meat i -he ruvial and urban areas, prices for
rural and urbvan arcas respectively are taken. Rural prices
bhave so far becn estimated from urban prices on the hasis of
the relation between rural and urban prices in 1353-74 in
Lucknow District. Attempts are, however, being now znde Jor
regular collection of rural prices from the rural ccntrez,
frouw where prices are regularly collected by the field stnf
of the Department of Economics and Statistics. Prices of »ig
and ﬁoultry meat have been deduced from goat meat poices with
a sultable adjustment factor for ench, the adjustnent factor
being determined on the basis of the ratio which existcd
between the prices in qQuestion and the goat mecat prices in the
vear 1944-45 as recorded in the Animal Husbandry Department

file on the relzovant marketing report.,

(iii) TFizh and ecgas
7. . For evaluating output of fish, a rate of increase in
the quantum of  production has been worked out with the help
of estimated marketable surplus of fresh water fish for the
year 1948 and 1951 and the value of fish in_J948 hgs_been
increased every year at that ratc. This has had to be done
because figures of cutput »f fish every ycar ére“ndt
available.
B, For estimating the valuc of egg production, the
nunber of e¢ggs have becen multiplicd by weighted 2verage
retail price from 12 urban centres, weights being the
runber of hens as given in the Livestock Census. For each
centre, pric2 has becgn token 23 the average over the
financial ycare.

(iv) Fides and skins

9. An overage weighted price for the financial year

¢hbtaince from ¢ centres in case of | Xips and 3 centres in
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case of huffa_ia_used'fof evaluation, weights being the
aumber of animals slaughtered (cattle in case of kips and
buffalcecs in case sf buFfe' at the particular centrc, as
given in the Livestock Censin Repert of U.P. For ¢btaining
the value of skirs,.distincii.rn hes bdeen made betwesn prices
of goat-skins and sheep-skins. Goat-skins have been evalv-
ated at a weighted average wholesale price from eleven urban
centres while sheep-skine at a wholesale price obtnincd from
only one centrc. Weizhts employed are the number of azinazls
slaughtered at the particular centre.

(v) Wool
10. A simple average of prices obtained fronm *%two centres,
Kanpur and Almora, over the financial year has boen ufilicced
for ¢valuating wool. Dhe selection of centres accounts for
difforonees in the guality <f weol. In the absence of any
suitable data for detorminiﬁé“wei?hts, only simplc average
has been utilised.

(vi) Bones
11. Mo evaluation is at present made for bones, but it is
"proposed to take into account the quantity of bones cxported
from the State and steps arce being taken to ascertain prices
a2t which it may be evaluated.

Forest products

12. The Arnual Administration Report ofwthemgprest
Department, UsP., which is the source for the requifeﬂ
information, provides beth the quantities and the value

of the forest products. The value figures as given in the
Report ars utilised. The Report, howecver, does not -
evaluate the forest produce removed by purchascrs, which
is thercfore evaluated sceparately but at the same price

as worked out in the case of those enjoying rights,

privileges nd frese grants,



Industrial outout

13, The products which arc covered by the cutput

approach are evalvated 2% thecir ex-factory value.

14. For the sectcrs “v vwhich income apprcach has
been adopted, the rmethod Goc¢s not envisage utilisation
of price data and for working out the estimetes of
income at constant prices the estimates of inccue ~§
current prices are adjusted, or the basis of Consumer
Retail Price Index Kumber for mill workers at Kén:ur

for that year. These indices are praepared and publicshed

by the Labour Coemmissioner, U.P.
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\
A _NOTE ON THE RELATIVE RATE OF CAPITAL FORMATION

IN WEET BENGAL TN TEE HOUSING LEUTOR

S.¥.Das Gupta

Estimation of capital formatior in India has not been
undertaken on a systematic basis. There are undoubtedlj many

difficulties and the task of an accurate assessment will rcmain

At

problematical for a long time +o come. Satisfactory eétinat-s
cannot be made until the statistical pictvre on the difierant
aspects of our economy is available in & more comnlets foia.

2. It may, however, be useful 4o study what Light +7u:
statistics that are readily available throw on some osnzcs of
capital formation. An attempt has been made in this jpio.o Lo

have a dimensional idea of the relative rate of addition to vhe
housing wealth in West Bengal during the recent yeur:s snssed o

. the statistiecs that are available.

3 The estimates may be made separately for the ihree regions
(a) Calcutta Corporation area, (b) Municipal areas of the differen-
districts and (c¢) rural areas. (In the non-municipsl urban areas
the housing characteristics may he assumed to be the same 235 in
rural areas.)

1. For the Corporation areas, the figures of annual realisa-
tion by‘the Corporation on account of "Consclidated ratesa" are
available. The rate is-dependent on the annual valuation of

the houses.

5. The annual valuation once fixed remains in force for a
long time until a re-sssessment takes place in which case, the
Property remzmining the same, the value may theoretically go ﬁp

or down. It sheuld be apparent that the changes that are observe
from year to vear in these figures of annual realisation may

arise due %o one of three factors: (1) due to an increase or
decrease in the number of houses that are brought under assess-
ment, (2) due to a change in the rates of taxation or due to &
thange in 4he methods of valuation during the period or (3) due

to a change in the a¢ministrative.efficiency of the tax-collect~

ing orgarnicsation.
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6. It is also highly probable thet all these factors influen
the figures not instantaneously but with a lag of at least one
year. I% may not be unreasonabla to assume that any scheme of
general econémic improvement like the Five Year Plans would take
about 3 to 4 years' time for their effects being re?lected in the

realised values of consolidated rates (or taxes on houses in the

case of municipalities). Thus a study of the period 1943-49 to

—r s - ==

1954-55 would be expected to reflect the situation as it chtained
when the Pive Year Flans were introduced.

T The Calcutta Municipal Act 1951 came into force ;n ifay 1,
1952 and the rates of taxation were not changed after {hat douhe.
The published recocrds do not indicate any change in it-c <nuvcs of
taxation immediately prior to this date. The process of rovalua-
tion of house-property is a continuous process and tue valuation
of a particular house may go up or down a8 a result of revaluatic
But the work is slow, perhaps too slow to show a remarkable effec
in the.course of change in figure of realisation from year to yes
If for any particular reason, the annual collection is low in one
year, it Shouléiﬁ;rmallybe compensated during the next year and
we should get a high figure. The basic trend of figures cver a
number of years, say 6 or 7 years, should not be affected by this
sudden drop or rise of particular years,

B. Under these circumstances, it may be assumed that spart
from a gradual toning up of administration, the-changes in the
annual realisation figures are due mainly to additional houses
built up during the successive years, other effects having large!
balanced out each other. Under this limiting condition, it woulc
appear that these figures provide m tool of measurement of the
relative rate of addition tg the house~property in the Corpora-
tion area. This may be taken as the relative rate of capital

formation in the housing sector,

Contd...+«3
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9. Let the total valuation of all house property in Calcutta

be denoted by y. If we express y as a function of time, i.e.,

y = £ (t) end if wec have a nurber of obaervations Var You een Y

AL

against time periods Ty t?,...:n, then fi? = capital formation
4 D "-,
A
in the housing sector per unit <2 tinme, and% ﬁfy = rate cf

capital formation at the value ¥« It may reascnably be assumed
that this rate remained constent over “e short piy- @ e~
6 to 7 years, which we have taken up fo« study.

dy _
iF = b

Thus, 1 T

Y
or log y = a + bt
where "M is the relative rate of capital formatiun.

10. Annuzl valuation v, of house, may he looked unc. .3
fraction of the total value of the honuse i.el v o= K1Y SUESIDI
"consolidated rate" may be considered as a fracticn o. ~un.ool
valuation (In the ease of Calcutta Corporation thri: fiachior
changes according %o the magnitude of the annual veius.ion. out
aince a drastic change in comyposition of valuation oi nouscs
according to magnitude is not likely to take place within & uhort

e

period of 6 to 7 years, this fraoction may also be t<':n o2
constant = k2,~say)
11, Thus the figure of realisation on account of ~-nsolidated
rate = u = kzv = k1¥?y = ky, say
Then gg = k ay
T dt
Td 14 -
and ST Ey e
log u = a + bt

Tﬁu: the relative rate of capital formeation is measured
by the coefficient b in the set up
| log u=a + bt
“here¢ v T~nrosents the annusl realisation on‘éonsolidated

rates,

contd- LJ 04
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12. For the Calcutta Corporation this co-efficient has heen
calculated by the least square method and is shown in table (1)

below: -

Table (1): relative rate of addition to house property in
the Calcutta Municipal azrea.

receipts from conso- pudget cstimates i»r con:
year lidated rase in lidated ratcs ip Calizcutt:
Calcouthta. ‘ra, lalkhs)
{#:y lokhs)

. (1) 2) (3.
1948-49 256 e
1950-51 234 244
195152 337 - B0
1952-~53 331 3%
1953-54 360 Bfﬁ
41

1954-55 4C1

releative rate of addi-
tion for the perioed
upto 1934~55 0.0320 ' 0.0:20

relative rate of addi-

tion for the period

upto 1952-5%3(artier

which period the

figures of Tollygunij

are recported ta hove

beer included) 0.0324 0.023

Two separste rates have been dalculated, one for the figures of
actual receipts and the other for the figures of budget estimates.
The relative rate from budget estimates is slightly lower than
that from actusl receipts. Again, since the figures of Tollygunj
are reported to be included in the figures from 1953-54 onwards,
rates have been calculated separately for (1) the entire period
and (2) for the neriod upto 1952-53%. The rates, however, remain
practically the saome. |

13.. It is interesting to observe that the relative rate of
capital formation is of the order of 3.2 per cent in the Calcutta
Corporatior aren. This means thatfhe value of property that is
added per year in the housing sector during this period is only

3.2 per ccnt of the total value of house property. By all

COntd.- L) '5
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consideration, this is a poor state of affairs. _Considering the
gcute housing ahortagé in urban areas in general, and.in metro-
poiitan'nities, in particular; and keeping in view the fact that
investment in house-property is one of th: safest investments
ensuring quiek returns in cash it appears the relative rate of
capital formation ought to be higher in this sector than in
others. TIf the relative rate be 3.2 per cent in this sector, it

is likely to be less in other sectors. It should, however, be
noted that this rate does not imply that 3.2 per cent of the
_income from house-property is c@pif&lised; The capitalised value
represents flow into this sector from all sectors in the cconomy.
14. The problem of estimation for the municipal areas is
similar. The amounts of recalisation on account of "taxes on houses
.and lands" are available in the-municipal returns. The rates of
taxes to thaéotal annual valuation for different municipalities
and for different years are also kndwn. The estimateé of total
annual.valuatioﬁ may, therefofe, be made for sach year, for each
municibalitj, Since some of these ﬁunicipalities arc quitelsmall;
and as the relative rétes are not likeiy to differ'much.within,
the same district, the figures have been pooled up for each
Vﬂisfrict. The am unt-of land being now constant, on the ééme,.
arguments as in the aase of the Calcutta Corboratidn, the changes
in the estimatces of énnual valuatioﬁ may be’conside;ed as due
_1gain1y to the changé.iﬁ the number df houses.
15. o if we how,rtherefore, fit.an eéuation
log u=18a + bt
for these figures of annual valuation, then the b coefficicnt
will measure the relative rate of capital formation in the
different districts. The fitting has'been done by the least
square me thod and the figures are shown in table 2. Some of the
municipalitics came into existence some time during this interval.
Also, figures for some of the municipalities are not available

for all these years. In order to make these figures of total

Contdes..6
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for different years comparable, only those municipalities, figures
for which were available throughout the period, were taken. For
this same reason, estimates could not be made for all the districts
It is interesting to observe that the relative rate was of the
order of 4.0 per cent, ranging from 2.5 per cent in Burdwan distric

$0 5.3 per cent in Darjeeling district.

Table (2) relative rate of capital formntion in the housc
property sector in Municipazl areas of West Eeongl.

annual valuation of houses (Rslakhs} ia Municipal

districts arc.asw* ‘ _ — . ?th
1948-49 1945-50 1950-51 195152 1952-53 1955-54 1554-55 o ¢
=1
(1) (2) (3) (4) (5) (6) (73 (8) (9
. Burdwam.__ 37.79 36,70  43.10  46.84  45.26  53.73 48,52 .024!
2. Bankura 8?&1““#0‘Q£LH&11.88 10.02  11.54  15.13  13.31 .03%
3. Midnapore. 12.99 10.50 10:?2_"jé;;é ‘15,jB,fﬂ*T~46 17.27 .0347
4. Howrah  142.51 142.98 157.70 164.11 185.61 183.58 255.17 .O3Ti
5. Hoogly 50.37 51.87  63.24  T4.49  89.42  B4.45 87.22 046
6. 24-Pargan-145.59 149.00 170,72 184.15 215.18 228.31 246.37 041
7. Nadia 22.61 24.64  30.08  30.27  35.84  35.48  36.01 035
8. Murshida~ 16.69 17.99 17.26 18.05  19.08  21.93  25.78 .028
9. MaleEd 3.96 €.89 5.68 6.82 T.10 T.26 8.35 .039¢
10.

11.

Darjeeling 26.69 26.48 30.24 36.30 49.10 47.C0 48.61 ,05%2

Total 476.40 484.65 551.95 593.42 685.34 707.-01 799.49 .C391

* BExcluding municipalities, the figures of which are not
comparable over the succcssive years.,

16. It would be useful to comparc this relative rate of capital
formation in the urban arcas with that in the rural sreas. Tor
rural areas no taxation data are available which can be directly
essociatcd with the number of houses. For comparative purposcs,
even a rough estimate would be helpful and therefore it was

examined how far the census figures werc useful in this respect,

Contd....7
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The figures of census are ‘known to be unreliable on account of
various factors e.g. unhelpful attitudes of peoplc and the
political atmoesphere not congenial for an economic assessment
of the people. But; so far as the numbering of houses by ccnsus
enumerators, is concerned, there is no reason to believe that the
process of numbering of houses was also equally vitiated and that
the number of houses as given in the census gives only a distorted
picture of the country-side. The other difficulty about the ccnsus
is regarding change in definition. There are obvious difficulties
of comparison in the urban areas. But it seems that for tho
country side, this fine distinction in definition is not very
material and the number of houses should be reflected by the
number of "occupied houses" asgiven in the census.
17, For the rural areas, however, we shall have to contend
with the periocd 1941-51. Alsc since we have no satisfactory
estimates regarding valqg}iaﬂfﬁfrﬂgaées, we shall have to be
satisfied with the nﬁmber of houses. Obviously 1f the standard
of houses or fhe quality of the structures has undergone changes,
the conclusion about capital formation drawn from the chonges in

s~uunmber Bi houses will bec erronecus to the same extent.

18.ﬁ | Now, assur ‘ng a similar growth eguation for rural houses
as in the case of valuation of houses in municipal areas that is,

¥

log y = a + bt {where y is the number of houscs ond t is
the time).

we have 1 log
°8 Yq959 Y1941

- —

b = TS = relatiye rate of
cepital ™ ation
during 1§2cm}”

1-97

This has becn done in %table 3. It will be scen that for most of
the districts this rate is less than 1 per cent. Only in case of
Nadia =2nd West Dinajpur it is cslightly over 1% and in Maldah it
is very near 1%, possibly due to large influx of refugecs in *
rural areas of these districts., Thus it may be generally said
that the rate in rural areas is about one-third of that in urban
arcas.,

Contde...8
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19, Just for the sake of comparison the change during the
period 1931-41 may also be studied. Sincc figures of-1931 for
‘he districts which were partitioncd, arc not available for the
part that is in the Indian Union, such districts may be left out,
These rates for different districts are also shown in the same
table. -Though in some districts, there are wide differcnc-s, ‘o

some districts, the rates for the two periods are guite conzisten

Table‘(B) relative rate of change in number of houses in
rural arens

Cengus occuried houses in TolbElve Pib o
districts rural areas in thowuzond{yv) _ ;wflogcgﬁniin .
| 1531 1941 193 I "+1'";“_
(1) (o) (3) (4) :gﬁ) (€}
1. Burdwan 3522 339,8 415,6 ) ";'0016 . 0087
2. Birbhum 208.4 210.0 224.8 . 0005 . 0025
3. Bankura 222.0 .2%9.8 266,17 . 0034 . 0046
4, Midnnpore 563.3 587.3 668,1 _ L0018 . 0056
5. Howrah ' 173.2 208,.8 235.9 Qo081 +Q053
6. Hooghly 211.3 229.0 296.0 0035 . 0081
?. 24-Parganas 410.5 598, 4 640.3 {0164 « 3029
8.‘Ealcut$ﬂ . .o oo -t ; . ..
9. Nadia - 141.3 198,0 . L0147
10. Mursh%dabad 267.5 303.0 326.9 0054 « 0033
11. West Dinajpur . 107.5 142.3 RPN L0122
12. Maldah .. 141.0 176.8 o .0098
13. Jalpaiguri 205.2 188.0 184, 2 ~ L0038 . 0000
i4. Darjecling 6C. D 65.8 T4.3 0040 . 0053
15. Coochbehar . 120.2 135,7 .o .0053
20, The rates for the rural arcas may be considered as slightl

under~estimates. The reason is that some of the rural areas turn
into urban arcas and vice-versa during the inter-censal period.
The net effect is, of course, towards gradual urbanisation of

aregas. The result is that the comparison of fipgures for the



successive years for the rural areas, is not strictly a comparison
for the identical area. An adjustment for this factor has not
possible as relevant date arec not available,

21. Before coneluding this note, it may be examined whether
these rates of capital formation are at constant prices or at
current prices. For the rural areas obviously the rate is as a
constant prices. For the urban areas however, therec iz some am

of obscurity. The additional houses that 8pring up ars obvious
agsessed at current prices. Alsc there is a process of rcvalua:
of 0ld houses which is an attempt to pull up the assescronts aa

at market rates. But the addition is relatively inz’ .- 7 cant ¢

the reassessment is an extremely slow process. I wonin sublir
materials it seems that it takes abowut 12 years to -.. . 7. - one

round of reassessment in the Corporation areas. (i 7ais Lnsis,
about 8% of houses are assessed at current rates ez-1 yesr. In
the other municipal areas this percentage is likely %o be much
lower if the system of reassessment 13 in opergtion =%t all. Thu
4t would not be unreasonable to assume that the compuaent of th.
valuation of houses in Corporation or Municipal arec: nt current
prices is an insignificant part of the total valuatio.. of houses
perhaps not exceeding 10% at any place.

22. That the adjustment for current prices for that small
part of the valuation of houses (which may be considered as calc
lated at current prices) would not affect the rates, would be
clear from a reference to Table 4. The Calcutta Building Price
Index with 1939 as base (published in the Calcutta Prices Curre:
& Moncy Market Report) stood at 324.6 in 1948 and graduslly ros
to 362,1 in 1954, an increase of about 12% in the course of 6

years,

P. T.o.
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Table (4): Calcutta building price index.

Year Index
(1) 2
1948 325
1949 , 331
1950 340
1951 343
1352 343
1953 348
1534 362
23. It is obvious that even if an assessment could be made

the small part of the valuation calcusiated at current rrices,
a sm2ll annual increase of about 2% in the market ratcs would

ma terially alter the conelusion drawn in this note.
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B. HXunsar

In this paper an attempt has heen made to prepare
the estinates of ecapitnol formation from capital expenditure
incurrel by Central, States and Tocal Governments during
1955«54, M™ie capital exmenditure has hecn classifled into
new works, rerewals and replacerents, nce’ purshas2 of ascets
and inercasze in stocks, The distributior nf carpital erxpendi-
ture by departments end by charactar hes aiso been glven.
The former inclindes Railvays, Communicaticus, ITrrigsticr
Vorks, Multipurmcse river schemes, Electricity schomas, Civil
Rorks and others. "In the iatter distribution, a distinction
has been made between expenditure on duildings, roads and
bridges, other constructiﬁn and vworks, transport eguirment,
and machinery and other equipment,
2a The public authorities generally prepare financial
accounts which show detaile of their income and expenditure
and form a useful material for the purpose of esticoting
capital formastion, A distinction is ususlly mads between
the items of "expenditure met from revenue" and the "capital
accounts not met from revenue"., In order to prepare an
estiméte of government capital formation, it is necessary
to exapine corefully all the items of expenditure both
"me*t from revenue" and "rot met from revenue",

3 The disburcements of the Ceniral Government are
classified under different groups or "Heads of Accountth,

The cost of eonstructing or mcquiring a concrete asset of a-
lazting nature, which yields revenue or which avoids a
rechrring commitment, is clasgified generalliy as capital

expenditure., Among the varicus Hcads of Brpenditure are
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also inecluded the following:
B3, Paynments of Joomuted Value 27 Pe2nsions.
B A Capital Qutlay on Stevrling Pensions,
85, Payments to Retrenched Personnel.
8%.D. Capital outlay on  nymerntas o Lisplaced Persons.
8%, Defernece Capital Jutlay.

on Seliamoz of CIOUITMOENY LTTCLINE,.

87. Capisal outloy
U3, Grarss t3 Syatas for DuvelophicilTe
4. Lrooexoaminasion of $hie expendiftira elapsificd uidcr the

abnve M"Witaldes of o omaenditure™ shows thet % is
inelade vhole of v exXrenciture uie.r Lhcsce items o Hho

»1 Fyrmatis: o7 the Coentral Govero oo “Lthown iy Yooy are

o

cani”
classificd as erpiunl expenditurce 7Thc exronditurae incurred

for pavyments of comuted value ofpensions or noyments to
retrunched personunel do nowv result in the crention of a tangible
fized sssct of the Central Govoernmenie irmiiar is %he ecasc for
exrandliture on Y¢apital Ortlzy on Sterling Fensions". The
payrients to diosplaccd persens may be in the form of'property

or in ¢1sh as o compeshnsaticn. They are transfer payments and so
canmet Be included in the capital formation of the Cantrnl
Governmenty

Sa The expenditure on "Defence Capital Qutlay" presants
conceptnral diffienities, The problem is whether whoié of the
expernditure should be ¢xeluded from the ecapital formation of

the Z2u%tral Cevernnent, The publiection "Defence Services

Estinrtes™ docs not give details of the expernditure on

buildéings und other works constructed by it2¢ Defence Devartment
whiec: ceuld be Zundd uded in the enpital formation snd s the

only rrtzrnative 15 to elassiiy all expcnditvre under

6]

"Ilederen Cepivnl Qutlay" ~s cxpenditure on consunvitisn,
6. “he experditnre under the Major Head 37 "Capit )

Outtay on Schemes of Government Trading" covers the =material
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and equipment under tho T.C.A. Programme, purshase of cotton
under the American Aid Prngramre, matewvial ard equipment unier

thd €o1ombs P‘ru, 'SeHene For the vuralitce of fer+tilisers, lond

’D
(o]

fefie : At e e I - : 2 a4 ‘
reclanatidn séhemd, "import oFf snsdw, wainrinl ard oivipuent

dnoo

undee & Hen b= Naty wnﬁi"uz bfnﬁs"% m“ﬁ-“ QL Fto

3380: P TC=QC 28 Ll

The recoveries cnd receilphts from *the avave scaemes 2re ol so
cwe t SR ol - . .

cCTS O VIS dEET (LU RUGD0A Swrr v it et ot

included in this Majnr Head. The proccirvre® Zdon

-
3
o
=
3]

(0]
l‘”J

Final Repox»t of tio ¥aticnal Incong Compittee was o relegoade
the puro purchasiné andi se¢iling égtiviuv tndar this {infecr Hoad
to the vorrowing sooount. Thare is nn £ifNlculthy in
fleation of exnerditare Luaurred cn he L13nd 2aclanction sSnheme
bni the preblem is vhether the pure pursoheriing and =selling

activwity should be relesrnted +o She horrowing ngcovnt or the

net exncenditure uvnder tihe schemes shonld be classified as

"eohdanga *‘.“+cc‘”“

Fauvil Iha ar.pey ﬁgt&re4undgr he Magor Head 88 ;ﬁGxants'ta

r’v’"‘i

States for Develormeni™ is excluded fron the enpitnl Formation

- - I\
s B

pf th; één%;ﬁi.ﬂév rnuort as, +b" cabitﬁl féfdﬂ%ﬁoi fhkes'place
Lthoge B8%1res which receive the grarts and later on
spend the amount on their vorious develngmert schemos,

8, Eramination of the Hesrds of Fxrenditure in the revenue
account shows tlhiat Major Head 19 "Construction of Irrigafion
Works Tinnnceau from ordirary Revenues" and Major Head 57%.
NCapital ouilay on Rlcetricity Schences™" ~consist of the items

of capit~l axvenditure wvnd the cmounts involved in $hese Major

Héads car be irrludad in The estinmntes of capital formation,

9, - . Tor.exscrdisura insurred on Civil Yorks, thers are two

major Yecods, Majew dMeoad 50 "Civil Worish and Major Heag 81

NCapita: Ontlnay on Civil Yerks". The fovmer is in %ae revenue

e

s

o
-

acnovrt and the lat+er is in the earnitel ancount. Prop +the

#iaw

— v ———— S e A S o ———

N ) - + T, oL R T Timgym ane
F.oon AL LT ol =ho Erdiorn. ol LTLOLE oL E - it L,_{l‘( Crunry, 1954
. - 2 - . o 1-: -
Can Do nrument of Leenitic ofialr st Minnane,
Governrory of Irdio. 3.0
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venr 1956=57 onwards, the works whieh cost R&.20,000% or mere
are ineluded in %he ecnpital agcount. The works costing less
than Re.20,000 are inclnde; 1; th; ca;ifgiwggggﬁnt onlv if they
form part of a connected scheme, the total cost of which exceade
Rs. 1 lakh. The expunditure on works which do not setisfy the
ahocve ~rilsrie ius chargced %0 the revenue accouvnts, HovWever, for
the ponr 1965-5€, the finuncial liait was Rs. one lakh instead
0f Ese.r7,L00e The probls: which ariscs for estimating capital
fernmtion in the governasnt sector iswhe th v this partieular
ve takern inte cotsideratien Lor Whe purpo:
of making o~ distiaction neiween tha eurrent and cepitnl exrendl-
tures, Har the surpose of +his paper ell new expenditure on
Civil Yoriw nes been treated as enpitol cxpenditure irrespective
of tle ansant involved, éhé éé&&nd diferha%ivé is to uécept
tr: changiug Tinnneisl linmit and also the revenue and capital

clagairienticr o the govermnment budgets.

-

0, e sogond problen in the Majer Hewndl 50 "Civil Yorks"
Artess Donwuge it inci udes expendibtrns on "Repaire" iv addition to
ermendituse or POriginal Works", fThe exvenditure under “Repairs”
SerLR bl gyavations thar than new works, which are necessary
In vdex 40 maintion in proper condition works which are in
criinmry usaT™. Undar YOriginal Works" is included expendivure
ot il row congtruetion vhether of entirely new works cor of
piter s tioneg ane adelticons o existing Works, as well as repairs
T Lwly o pnarehosed or previoﬁsly“abondoned"buildings which nay
beoperaTsrey Letore they can be bronght into use. It also
Lueodcdes 0L substlisaticn ol one wvariety of work for anotherx,
ang ot # ¥lled for n thatched roof to a building,

v1.re tuc new werk represents a genuine increase in the permenent

®oanmLlooedory Monorandwa on the Budged of the Central Government
Tos 395057, po8C,

razoomad Pitanes and Rev nus Accounts, 1946-AT, pi?33.
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velue of %he property as an asset.* The expondituie on
"Original Works" may be inoluded in capital rormatioﬁ but how
far can 1t be Justifiable to ineclude the expenditure on repairs
in tho eatimates of capital formation. 1In the First Report of
the Netional Incoma COmmitte:T 3t was sfated that expenditure
on mincr ropairs and annual contigent roplacements was nod
included in the c2pital account From this 1% can be concluded
that expenditure on major repairs may be included in the capital
expanditure, JFron tii details avail;blo adout shé expenditurs
incladsl under Naior nC&d 5J MCivil Works' it is not possible o
Begroegate the expenditure on major repairs froﬁ mincr repairs,
Ths z:lution of the probler is tc classify whole of the expendie
turas undicr repairs as curront exrenditure as has‘ﬁaon done in
this mrere The cthoer al®*crnative 35 %o inelude whole of the
exneo  turs in ey ital formaticn.
1%, The Hhird ﬁyahlem under ¥ajor Head 50 "Civil Works" arises
becausc iv doea nut vontain any c:itimots of depreciation the
prﬁvi;irn wor waich Shoulq_normally he made in the current account.
For zstaveiting new ¢vnital formaticon, the provision for depre=-
eladil uas $0 he estimated. This problem of estimating
deﬁr¢fio%inn ¢ozs nout arisé in the ecase of NRailwnys or TPost
arl LL.cromh whicohk ma%.+_in a Depreciation Reserve Fund. The
raoe. ke o fnils Jund are nade from the current account and the
em}um.lﬁ:re‘frum thte Pund is unade fo cover *%he cost of renecwals
Zmeomy ooz, 1% s pogsible that sore expenditvre on
"k;g;ffn* Loz Paior dHead B zay ba of the nature of renewals
nicl v L laigrnehis of Yhe SLvI1 Yorks. Im that cqse it beoonmes

Yool to mozresnts the two 1dems of preovision for depre=

sievi o anilcoornialitvre onTraevals and replacenents fronm the
,‘J__ oo
Lovilou dhantins sad Fovenice agceants, 1946=47, 1,237, .

al raen T sbhe Haltio 1 I"lc.’_ir"'\ Comlli:tv‘b, }Fr'!l 1951’
Sranrencay oL hecnomlg Afr¥oliras, Hinistry of Finence,
Cioszend ool Tnida, peSide
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during 1955-56 are given in the table

items in this table are

- 6

The estimates of government capifal expenditre

uelow.

given in the cnc

~

in India

votas to soae of gh

Table : estircotes of governnent® panital Uy
in Iandia during

o~ T -
i_‘,.‘ﬂ,.,'“s"Of-

(Rs. arores)

e« - L —— T .+ A —

T -
' new "’“"fj'ﬁi”‘”iwf?fse s rn e
: works:re;igecdafm;;éeté QE:;k %
o twncnts L ; w“:‘;*
(1) ) NS IS PR UG5 S
(a) BY JURISDICTION
1, Centre 126 ‘54 1 1 198
2. Staté 287 2 2 -2 289
3, Local 26 1 1 28
4. Total 439 57 20 -1 515
(v) BY DEPARTMENTS
1., Dnilways- 16 52 1 3 132
2, Cormmunications 11 2 - - 13
%, Trrigaticn works 71 1 1 - T3
4, Multipurpcse river -
sahemes 53 - - -1 52
5, Blectricity schemes 43% - - A 44
6. Civil works 113 - - ~4 109
7. Jthers T2 2 18 - 92
8. Total 439 57 20 -1 515
(¢) BY CHARACTER
1. Buildings mb2 2 - - 64
2. hoads and dbridges 73 - - - 7%
%. Uther gonstruction
snd worls 2%4 20 - - 254
4, Transpori equipment 47 29 - - 76
5., Machinery and other
cquipnent 23 6 - - 29
6. ¥ot purchnse of
acsets - - 20 - 20
7. Increase in stock - - - -1 -1
8. Total 439 57 20 - 515
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13, The distribution of government ocapital expenditure "by
chBracter" has one important limitation that it over-estimates
the expenditure under itenm 3, "Other Construction and Works" and
thus underestimates the capital expenditure under other items.
This limitation has arisen because of the lack of scufficient
details in the government accounts for the purpose of preparing
this particular classification,.
14. An exenination of the mbove table shows that +the’
government gross fixed capitel formaticrn during 1953-56 amounted

to Rs.496 crores (new works @ 439 + renewnis and replucementS:B?).
The provision for depreciatién is estimated tc be Rs.88 crores
which includes Rs.57 crores on account of expenﬁitura on renewals
andsreplacements and Rs.31 crores on account of provision for
depreciation of other works for‘which no provision has been made
in the budgets. Taking the national incoﬁe in Indila for 155556

to be PRs.9,990 erores, the net government fixed capital formation

of Re,40B crores forms 4.1 per cent of the national income.



NOTES
(a) By jurisdiction

1. Centre: Includes the accounts of Central Government,
Railways, Communications and the States of Kutch, Manipur,
T{iag;alégpndicherry, Andanan and Nicobar Islands wvhose-mccounts
are included in the budget of the Central Government.

2. Statest Includes the becounts of the former States of
Andhra, Assam, Bihar, Bonbay, Madhya Pradesh, Madras, Orissaj
Punjab, Uttar Pradesh, Best Behgal, Hyderabad, Jammu ahd Kashmir
Madhva Bharat, Mysore, PEPSU, Rajasthan, Saurashtra, Travagore-
Cochin, Ajmer, Bhopal, Coorg, Delhi, Himachal Pradesh and
V¥indhya Predesh. |

3. Local: Includes the accounts of Port Trusts of Bombay,
Calcutta, Madras and Tuticorin, Municipal Corporations, Munici-
palities, District and Local Boards, Improvement Trusts and
Vi;li;g Papchayats.

(») Ey departments

1« Railways, 2. Communications : Includes the ocapital
expenditure incurred by Central Government only.

7. 0Others : Includes the capital expenditure incurred on
Forests, Public Health, Agriculture, Industrial Development, etc.
etcs,y
(e} Bv character:

1. Buildings: Includes capital expenditure on resigential
buildings and non-residential buildings wherever shown separatell
frem other expenditure on works in the government accounts.

2« Roads and bridges: Includes expenditure on National
Higggéys, Provincial Highways, Digtrict and Village Roads,.Road
Bridges and Railway Bridges,

3s Other Construction and Works: Includes expenditure
on irrigotion works, multipurpose river schemes, electricity
gorhans, eto. and other works not ineluded in/:gzve iten yos.1 &

nnd 2.
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4, Transport equipment: Includes expenditure on ships,
railway locomotives and carriages, and buses, ete.
5+ Maohinery and other equipment: Tncludes the

expenditure on fcols and plant, printing press machinery, etc.

S PEET RS SN



Preliminary and Confidential ICRN1/ Phagf24.6

FIRST INDIAN CONFERENGE

ON

RESEARCH IN NATIONAL INCOME

ESTIMATION OF EQUIVALENT ADULT SC.LES FROM
HOUZEHCLD BUDGETS

G.V.R. Murty
(Andhra University, Waltair)

e e DR T A PP U R PSR 5 ICID. i ok L ARG ST A NSl e B /LS o et X
Bt R S S AN CF RGOy - LoSuLLES FY
TR dRLouTTA

2-5 July, 1958
DLW L R, Mty

. .. . 1\
{indhrea . 5voosit, Yalbalr)

The views expressed in the papers are thos=z of the authors and are not necessarily
those of their institutions/departments



-2 -
ii) A different scale is distinguished for each commodity,

iii) The inconec secuis whicn refleste the total effect of
houschold comuusition i3 a welghicd average of the
Bpecific sonlos,

iv) The net effect on consumption of the addition of a
-person of a rarticular type to the household can
be predictcd nnly 4if both %he specific and incone
scalcs are known.

The sonles are estimated on the dasis of th: cxpeniiture cquation

} - ‘ T~
x’ EB"“( F(Nfsn, )i +e
. -
where x i3 the cousvumaption of the hruscholdis n, er: the uurbers
of the i-th type n2r30on, M is the irz.xnz 27 Zhe hous::2lidi. Two

alternative masur-*ions wece made ~hout 1 form of thc innction
v£', They are}
f(m) = a2 + b logm

and f{=) = an?
]

ny, b, A and q are constants.
Rewriting the basic equation as

x/(c+log m) = bE ;%

and xn? = AZ gn, ,
Prais computed the correlation coefficient'between the compososite
variables on the left side of the equation and’ the determining
variable n, on the right hand side. The correlation coefficient
is to be cal:uiatedufor different values of the constants, ﬁnd
thoscec values chosen, which maximise the correlation coefficient.
The ﬁ‘écorr95ponding to this maximised value of +%he constants are
then calculeted.
criticisn

(i) Though Prais started with the basic ejuation

250 = f(ﬁ;g‘pru} in actual computation, he affects
a si "o fiiation ne
e fe o .
e o= b {mfsa)

assu:x ;. Lo ovardord of living is te he measured by the per
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capita income i.e., that all the coefficients of the income scale
are known to be equal to unity. However the validity of this
regression of consumption per adult unit upon the incone per
capita is doub%tful, A

{ii) Eétimation of the scales in this method regquires
determinatiqn of the form of the Engel curve in the basic equation.

(iii) The mctual conputation is a very laborious wrocess
and necessitates programming for eloetronic computor.

The effect of houselrold cornosition

4. Consider a household, with the composition vector
(n1,n2...nk) where n{ 1is the number of the i-th type of persons
in the householdf
5e : In principle, two aspects of the problem may be distinguished
First there is the question of how an increase merely in the number
of persons in the household affect consunption, all persons being
of the same typé. Secondly, there is the comparison of the affects
resulting from the addition of the persons of different ageasex‘
groups. In the practical apalysis of empirical material such as
family budgets, it is difficult to separate the two questions since
if attention is confined to households containing the same type of
persons, as required by the firs+% guestion, the number of availabe
le observations is effectively reduced 50 that no significant
answer is obtained. The answer given to the first question,
though Zenerally implicit, will plainly affect the estimates
obtaincd as answers to the second asvect of the problem.
6. The total consumption in & household is an aggregate of
individual consumption. Further an ingrease in n, leads to an
increase in the consumption of the commodity (the assumption
inﬁlied here is that the households under study belong to one
particular class of society). Hence a basic equation may be set
in the forn of a regression scheme:

‘l/ _-: 'é ;J(‘-.njl [ [if}

Where y is the total consumption in & household and A;are the
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coefficients. The assumption of linear relation is both simple
and realistic, And the only restriction wc have, in this set-up
is that the &, should be positive for all 'i'.
Rewriting (1) with an additive error ternm, thus,
Yz T +e (2)
N

it should be possible to estimate the coefficients u&,’J fron
fanily budget data, using regression methois so as %0 iininise
the sums of square of residuals.
T.: The estimnte ; is the share in the total concumption
'y' which accrues to the i-th type of person. Thus i% reflects
the consumption potantial of the i-th type of person:. Consider
a change in the scale such that ®, =1« Revriting all other 3
on this scale we¢ mey obbtain the relative consunption potentials
for all i's (relative to.the lst type of person viz., the adulsg

mele). These relative consunption potentials ggu may be taken
: )

as the adult equivnlent units specific to the commodity, under
study. |

8. The next step is ﬁo derive general scales, otherwise
known as all-iten scales.: One method is to obtain weighted
aggregates (the weights being proportional to the amounts of
expenditure comuitted on these various commodities), An alter-
native and one whicﬁ is uniform with the pethod adopted for
specific scales is to work out the regression between the total
expenditure and the houéehold conmposition,

9. This in brief is the general outline of the method.
However, the restriction in the set-up viz. the non-negative
character of the'fjéraises'certain difficulties, To overcome
these, the regressions have to be modified stage by stage. We
shall 2iscuss then in the following section.

Diffiecultics in estinnation

10. Difficultics in estimation may stem from two Sources:

i) Presence of irrelevant variables in the set-up, and
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i1i) Presence of multi-collinearity smong the variables,
The presence of these sources of difficulties may result in
either negative value to one or more of the estimates o or

meaningless estimates, or both.

i) The problem of irrclevant variskles:~ The problen of

irrelevant variahles is basic in the fiecld of regression studies,
(It is nore popularly known as the problen of 'non-sense
correlatior).

11. Consider the consumption of the expenditure group 'food'.
In thé study of 'food! it i=s usunl tb cénsider all the_types of
rersons viz. adult ﬁale,’adult fenale, 'adolascent, child and
infant will have their shares in the cénéuéption of food.1
However, in the last type, %the infanf'érpattern of fooﬁ consump-
tion is vastly different from that of the rast. Further, its
shara&n 'food' is negligible, since *he only&tem of consunption
of en infant in the group 'food' seems to be milk and the anmount
spent on 'milk' - in a worker's household is spall. Thus the
inclusion of infﬁnt in the set of explahatory variables for '"food!
may lead to meaningless estimation of regression coefficients.

In fact, it is found on actual computation, that the share of

an infant's expenditure in the totai of the household is about

"4 puoc. {refer relevant subsequent section). Thus in the five

man expenditure groups, which we have studiéd here viz.: i) food
i) c10+hwﬁn, iii) fuel and lieh%ing, iv) furniture and household

requirements, v) housing, and vi) miscellancous, the variable

'infant' seems fo bde relevant in group iii and v.

! 1) ‘tsually persons in 2 household are so classified svch that
tae tyvpes d4iffer sharyly =28 regnrds their consumotion abilities,
Thus Frals enunerates eight differcnt types viz. 1) acdult nmale
2y nlult femalce, 3) male of age 14-17, 4) female 14-17, 5) 10-13,

G 5-;, 7) V=i, 8} 41.  However paucity of Jzta, made us to
: 1} adolt male, 2) ndult fenale,

worin vith only Tivs type vie,

37 njn"lsugnt 0Ff aithir sex (13-1 f\ 4) ehnild of cither scx(3-13)
ned T infant of eithor sex (£3). It should be notced that there
By nen ve gigiificant Jdiffercnces in the consunpiion poiential-
ities otween pursors of Jdifferent sexes ia the age group(13-17)
ani ~lzo bedween thrse in the noe group (5=13) so as to rerit
furtier gublivision of +he grours, Further the Jivision of the
ags grongp (3,132 into two grouprs, nay heve to be done arditrarily

’l
iz is doutiFul vwiaethor such arbiitrarv division enan load to
aastis 41L—u,- '
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ii) The presence of rulti-collinearity

12, In the regression set-up, shough the variates may be
relevant to the case under study, it is possible to obtain
meéaningless estimation due to the exisence of nulti-colli-
nearity among the variables.

13-1 A comple*c study of this is made in 2 separate paper,
and only a brief outline of the problen will be given hera.

In the present wark it is revealed that a linecr relationship
seem to exist between the variables 'adolascent' and ‘*infant’'.
(To ve more'frecise, the conditional reans of the 'adolascent
variable, regress linearly on the ‘infant’ variable). This
clearly shows, that the effect of the factor adolascent nay be
explained by a linrear function‘of the factor infant. To that
extent the effect of the adclascent is underestimated and as 8
conseaguence tﬁat of %he infant overcstimeted.

14, In such cases, it nay be fruiful to study the regression
patterns by classifying the sample of houscholds as those that
do not contain adolascents and those that do not contain infants
The estinates in suchh a division may give us some measure of
the degree of overestimation and'underestimation of the factors
concerned, With this help, the original estimates for the
correlated véfiables may be corrected,

Gener..l ccales.

15, In estimating the general (or all-itenm) scales, a similer
procedure i.e. o regressicrn set-up between the total expenditure
ard %@ houschold conmnposition, is adopted.

1G6. Yawever, 1t i3 fcl% that the inclusion ¢f the vafiable
'in7eat in the setun', may not have nuch relevance, since the
arcunt of exmendiiore somnitted oun ascount of the Infants form
a @il et of the Yeotal expendlture. Honee the work is
gnzi ! vxeluling the infiant wariable in R-.H.5. of %the basic
equutio-(%) and 2lso %aking total expenditure ns total expendi-

ture inus the cooct of the infonts,
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17. The cost of the infant is an aggregate of the infants'
consumption of various items in the budgct. This aggregate can
not be had at, directly, from the buds2t. It has to be estimated.
The technique adopted for estimation o7 the oost of the infant is
gi?en in the naxt section,.
18, We give here the conversion scales both specifie{to the
groups under study) and general, obtaired from the studr of T5
working-class housshold budgets,

Table (1): conversion scales for the main groups of experditure.

=1 coweral

food cloth- an honse coiltia

-ing ing IR

e
) G5 (i (8)
1, adult male .100000 - 1.0000 11,0000 1.0200 %1,0000 *.fC00*%.0000
2. adult female Ce4293 1.2617 0.5900 1.1016 0.0282 C,1634 0.3662
3. adolascent(12=-17) 1.0272 0.6736 1.0155 1.1692 1.1%94 0,9309 1,0091
4. child(3~15)r 1.4049 1.9223 0.2996 0.0507 0.3295 0,2252 0,9279
5e —-—

infant. L e

2.6437 ~=  1.8878 -—  0.1302

¥Information relating to this group is extremely
scanty. As such not much relience may be glven
to the csiimates.

Tha cont of &n infanﬁ

19, Generally expenditure on infantas is & minor item in the

‘budget of a workerts household., In fact, during the survey of

urbanizeiion of Visakhpatnam, most of the householders answered

in the nugative to the question whether they were led to any

extra cxponditure dve to infrnts in the household. This enswer,

thou,h sturtling nov yet be true, It may be viewed that though

there 2 nc explicit expenditure due to infants, their presence

may cucr.onch inplicitly into the expenditvre of the household,

Thus i i3 quite usual in {the Indisn kousehold for a maothar 4o

gacrisics har share in the family purse, in order to rccommodate
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her béby. Henoce though the total consumption may not change due
to the addition of an infant to the housochold, the consumption
pattern amohg the persons in the houscholl naey change =—=~= §
sacrifice in thoe case of & mother or the elder brother =nd a
consequent provision for the infant.
20. Thus, at least in principle, a certain amount of expendi-
ture should be apportioned to the infan%, Amcng the varinus 1tens
of consumption in household budget, the only itens of sxponditure
in which infant has a part are i) nilk, ii) fuel and li h’ing
an@ i1i1) housing.
2%, To estimate the cost of the infant, the follovirz
analysis is made{
Let the expenditure of the household be Y
and let the expenditure of milk in thnt household be Ym
Let the size of the household be Sm(in the c=2se of milk)*

Hence the share of infant in the expenditur:s on milk

= = cmi

where Cmi is the conversion scale of infant in the case of milk.
Similarly, the share of the infant in the case of other items
can be obtained. Hence we have the following

Y Y Y

m Tt h
T x C + == X C + z—— x ¢
l.m ni Sf i Sh hi

as the aggrezate estimate of the cost of the infant in the
household. Averaged over all households we obtain an unbiased
estinate of the cost of ihfant.. Actual computation, based on
this mcthod reveeled that the average expenditure per infant is
about 4 p.c. in the total,

gorclvelns

22. The following conclusions pay be drawn from this study!

(i) Women's shore except in the case of clothingz is very
low,

¥ Theoo -ires are cbtazned by using thc specifiec scnales owtainct
ir *+..: uvrevious scetion.

+
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Children between the ages 3-12 are responsible
for a major nart of the exmenditure,

The head of +tihe househuvld clirinas that no ndditional
expenciture is incurred on cesvunt of aldit-un of

infarts to the householild. Hieuze Lt nav be irxfarred
freo (1) s (2) tka* the infant is beiror provided
at the ccr1f1oe of o%hers, possibly tng nicleseents
ani the 2dulf women.

The h2ad of t1:a household seen painly to rerijust
or roalloeate expendisure on newuburs cf 5
heouncnold sacn after Ll uwlfiidiocn %o 132 1o -n
infzny, wivhecut increazins oo f$otal exy D2 .org.
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FATIONAL ACCOUNTS AND SECONDARY INFLAM ;-

B.Chatteriee % A,.S8n:

Introduection

A% present our national income estimates include generally
2ll commodities and services that may heve an naetu~l or :aunted
money-value, The diferentiation teuwesn %hz varioess 22ctara a8

shown in the current statements orf naticnnl f.azome i3 -a.o »~»

less of & descriptive nature. Whotaver mry he +4Ln aurveuericteness

L

of this method to the concept.of static wellare in n2--clsncieal
economics, it is tco‘inclusive to serve the nend Fol suezitically
growth-oriented amggregates. This paner ot iemnts, fﬁb:qurn, *o
examine the need for some appreovricte additions to The procent

‘8cheme of maintaining national acccunts in India in oricy to pet

hold of méthods thaYt might brineg cut the consivainis ~n econonmic
. growth in an under-develcped economy of our tymea.

2. QE take £3 the peirt of Acpar,ure for our inquiry the
contention that natienal incone shovld bte detiacd =0 2s to exclude
the tertiary sectoer. Zcme TNast Zuiceun economists justify such
an exclusion on the zround that the nntionsl income should be so
defined that 1% is co-extensive with ihe most all-inclueive
aggregate which, it 1s thce generally accepted object of policy
to maximise. The Bulgarian economists, Eiraho#, for example,
writes: 'For Bulgaria, a poor country, it is imbbrtant to estab=
lish the volume é;f incomg7 which can serve as = basing-point |
for the develbpment of the econonmy.! The clesr inmplication of
this is that it is unnecssary, anc may even %2 posi%ively mis-
leading, to have the s=2me cefinition of netionzl income in
countries at different stages of development. That, howover
useful it may be to ineclude all services iu\developed or hyper=
developed economics, in Rulgaria (or Nigcria) one crn afford to
naglect n whole Lot of servicos, whetﬁcr they Aare performed in
thy fanlly cirecle or for ncney eornsideration, bcaas* “heoy Bre a

function of propersy and lrnck of cprorsunity to do anythirg else,
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one
and alsa,épight add, because, being almost one hundredl percent
labour-intensive, they do not make any dgmands on the resources
allocated or available for investment, Move than this, it dis

indeed implied that the movement in any index ot ircone which

includes all tertiary production will actuvally give r. nizleading

picture of the progress of a developing buot «%ill uelicr~dovzloped
econony. "{Incore and Weaiﬁh, Baries IV, "R-cli~l Joco nting in
Eastern Europe" by Z.P.Jacknsgon, p. 24G-777.

3. Let us not unter here into *the niiocuies of siv . eriter
for including or excluding =~ certaia ssctor = the Sroc o ok
flexible definitions of ecenomic nctiviiy, royresisaticn Le.iis or
the sco-called overhend coa%s of runing nn oSALGTY.e sLovoeitid he

M .

entirely possible to adopt the policywnriciwoed dofinliiion of
national income and +the approach t- %he vorl w3 sectors avprested
-in the foregoing quetntion but for Lheo inplications of tic needs
to adapt such a definitien ~nd approach tc Lhe exigencies of
planning in a country markcd hy 'z différant gstazc of devclopnent'

“

within the framevwors by a Jmixedfeconony‘. Th2 crucianl nuestion
is to sclcct the most impértaﬂt diffefgntia inecifica that mark;
out the 'different stage of development' and the implicoiious
thereof for the assunption of a 'mixed econory'. In Tufia today
any such discerning has to take in viewithe confext of plan-target
that aeek to combine maximisation of investment, employment and
inconme resulting in a tenuous apalgam of open - ‘end ecxpenditure,
overhend creations and emﬁhasis bn productive capitel formation.
Under such circumstnnces, the whole question of sectoral connect-
ions and balances recsclves itsclf into a problem of the relative
income
paces of the money-income and real [, ~ultinliers and their
interactions correspending %o differcnt modes of self—expansion
of cavital. Arising out of this inter-relrtion, the course of

the money-income multiplier over -the Secondary and tertiary sector!

becones an econonic issue of decisive importnnce in ng :uch as



in a cumulative process. Thus the exclusion-of the tortiary
sector from national inco&F estimates would, while giving perhaps
g nore definite indicaticnlof the levels of ecoromic rrowth,
deprive the eatimntes of the ability to ur;“vljne:ﬁhe vulnerable
points of cisproporiions in the econcomy. L% the s~z tire, the
meré inciusion of fhé tertiary see’or in waticonal Igione cotimates
will not lay bare *he inturactioﬁs wae have sn mind, 17 LI CArS
that more elaborote and rceningfrl sertorlicoctizn o o7ilorn il
ircone accounts hev: %o te supplemented Vv attemp*s Do build up
corresnoncing naticual baleance shee*s srowlyy the nn2rg, €2Mposi-

4

ticn, ard levels of *the essets-basa genersiing netiowr i iroome.

ey

Before we elucidaie cur suvggestions Torther i% would e dcasirable

to nppraise the irplications of the I .fforcnt modes ¢ seli-expan=
sion of capital provalling in Indis ond thoelr beari=ngn oo Yhe

velure and conpositinn of nebtional iﬂuomc and asset~,

Some _dnta on Assens ond Incone

4. Tre esegnto "} iii?furentiﬁ specifica' that narks out the
stage of develovneq® in our acountry cdﬁaisﬁs in the co-existence
of Aiffercnt medes ol self-expansion of-capiﬁal. the ¢co-axistence
of such differcnt ncies (in Fconémic Histnry) usually r~r’zs the
trensitional stase of an ecnnony passing frowm an agriculture-
oriented backwnrd rnode of production whose surplus accrues mainly

in the form of rent, usurious interest and mercantile profits on

alienation from the petty producers to an induvstrial mode of

-

prodnuztion whose gurnlus accrues in the form of profits from

-

panucaetuire anproprictad thraigh direet employment of wage-labour,.

4}

The Aecisive emer.:zonce of induetrinl capit«lism is conditioned

by the final relcescfion of nercantile capical to a position of

subscrviocnce. S¢ long se this dces not come adoub, co-exitencs

of *hs different reoiacs of praoducing and eparopriating surplus

valuves tends to get a pafiiarn on the dirzctinn cf ronl and

porctoary rasonrces Lwat kiancers the finnl saift in nssets -

pracarorced taovarcs iadustrin’l empi4nl formeoiion. Thiz backward

-+

dras on *he utilisztion 22 resovrcoes is at “he roots of g
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chronically proximal disparity between the relative paba of +ti;
money=-income and the real-income multipliers (expressed:eithu
in an inflation or a deflation). It als~ -2z the effect;of
perpetuating the redundance of the unproductive sees)rs of the

economy., Moreover, the ability of *hz prililic seccionl %3 act

A
a8 the pace-setter of economic development is wlac 34 -2le %o
be afflicted by the intermeshing of assets-»nrefoarcrc.us prevail
ing in the whole econotmy. It has been rointed 5ut el "Any
effort to unaorstnnd India's econeric orgsrisation ruwtr otart
with thc fact that Indian industrialisie z.o uvsually aczhars

of o0ld trading families, vwhich 8%il} dominste “he business
activity of the country. The family exercises control Lhrough
the instrummt of thc managing agency firm, allegaéy 70 the
British. The managing agency carries on extensive troding

‘ _operations about which no quantitative-informatioﬁ is nvaoilable,
and' in addition, runs industrial plants. "L/¥¥¥ fgain,"
managing agencies nove bLeon closely held while the companies
which they manage have become increasingly publie corpofations
with shares listcd on the cxchanges. Historically, the managing
agency provided a bridge between eariier and later forms of
business organisation, as well as between commercial and |
indus trial eapital." 2/

5. In pursuance of tge ‘conglomerate' nature of businesse
enterprise in Indin diagnosed by Helen Lamb, the following

deta or %the pa*tiern of sharcholdings in the leading industrial
centre of India, viz. Bonbay, may sServe as some evidence of

the interncshing of asscots~preferences in our econonmy. These
data are based on the results of Survey of Ownership of Shares
and Sccurities -~ Bonbay City (Pilot Enquiry) Reserve Bank of
Indina Bulletin, PFebruary, 1955, P.116 - 124. Thesc data

relate to Income Tax Year, 1952 - &3,

l/ icle of Dusiness Connunities in the Evolution of an
industrinl flass by Helen B.Lanb iqﬂcononic Developnent
cronne, Indin Project, M T o

g/ The Deveiopnent of Modern RBusiness Compunities in India by
Farlen B.Lanb.
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Table 1A: concentration and distribution of assessed
shareholders and the value of shareholédings
by types of business at tua tor inzone fevels.

~

percentrge n.e., o7 OV LI, aveleae market

income=-level ¢f share- manufaiz- LTirozaziel w:lue of sShare=

4 . ~ .

{s) hnlders turineg £nd others* noeidings(din

SRS IR

.) I — 'n—b!’-‘

£1) 2) (3)
30,001 & Flbove 9-8 1{;09 ::}Gn: ':.-3
15’001 - 30'060 13'2 49-2 :1f": "::-?

Table 18: ratio of "financial and ~ ara® holi -3 Lo
"ooaufecturing” ~al ol o poment Ly ¢
Tosnal Luset e 8t noo daneomn Lowels,

- [ ] 1 - I -
Linancizl o o L7 umcome t
income levsl ¥ °
to manuaotan “raais (peca)
(1) (3) %)
— 1 pp— . e
20,001 and shave Td. 2 eyl
10 003~30, 000 23,0 5.0
6. Pnose *wo satles, taken togoiher, shew thet, ‘w) the two

toﬁ grouns togetﬁn:‘accouﬁtfng'for 23 paraert of sharehioiders
aééessed to incom~~tax, own 66 percent of manufacturing shares
and 58 vercent of ‘Tinancial and onthers', and thernfroe indicate
a marked degres of concentration of share holdings in thee two
top‘grups; (bj the lower of the two %top groups accoun*ing for
nerly £0 percent of manufacturing shares is left on a lower
income—runé, thovgh the mavkgh-value of their average holdings is
higher (R&145n9‘ﬁho&;and) than that of the topmost income

gromn {(fs135.8 thouscnd); (c) in regard to the distribution of
shareholdings an hetween "raznufacturing" and "financial and
otherce®, the'cénpbéitioﬁ of the portfelio of the topmrost group
appears to be prodominantly non~industrial ('financial and
others' being 140 per cent of 'manufacturing') whereas in the
lower “ncome-group it is predominantly industrial ('financia;
anc ethers! being only 22 per cent of 'manufacturing');

(¢) wiiie the propartion of total income accruing to the topmost

vds ¢n sharehaldinegs is half of thaot for

g3 n

vrrovgh dlvico
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the lower group, in both cases this proportion is below 40 per
cent, i.e. in case of the +topmost group less than 20 per cent
of total income accrues thrbugh dividends on shareholdings.

7. These findings suggest the nen-industrial orientation of
assets-preference as svidenced by the preponderance of 'financie
and other', holdings in the topmost iucome-sroup. The reason is
not far to seek. The topmost group with 2 lower avers:c marke:.
value of sharcholdings is able to get on to a hizher iﬁ?éﬁe—TUWj
Hence the rate of returns on asscts is likely to be hwisher in
case of non-manufacturing holdines, It may.be arguerd, haowever,
that this higher income is due .to the contribution of nan-divid:
income whose ratio to %{otal income is quite high in the'topmost
group (B0.3 per cent). But in that case since the universe of
nanufacturing industriaé is more or less fuvlly covered hy Joint-
Stock Companies, the income origirnating in the sector outside
the Jcint-Stock Companies must accrue mainly from non-industrial
modes of operations, So the conclusion remains impelling that
the non-industrial group gets on to the highef income-group by
dint of its lsrges sharc in non-industrial modes oz operaiions,
That salary-income does not account for any substantial pait of
non-dividend income is indicated by the faci that only 2.8 per
cent of the assessces in the top group were %alaried persons.
The proportion of salaried assessees in the lower group was 14.9
per cus’, ‘

8. Thus, it will be apperent that the foPmost group with a
lower average value of sharehnldings and lower proportion of
dividend - income to total income can at all get on to an income~
rurg higher than the industrial group only if: (1) the returns
on i's ron-manufacturing shares are such as to outweight lower
per cnvita value of share~holdings, or {2) the sources {mainly
trade, commorce and menaging azcnecy, ete.) other than Joint-
S8tock Ca-ponies from which the topmost group draws the over-

whelnir: portion (€0,3%) of its income, yicld returns high
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enough to offset the adv&nt@ges of a higher per capita value of
shére-holdings and a higher proporticn of dividend-income to total
‘income enjoyed by the lower group. In either case, or in case of
a combination of both, it ia plausible to presume that non-indus-
trial assets have a tendency tc yield ccemparstively higher returnas.
We may take this feature as an explanztion of the fa:: *hat in the
highest income-group assets-preference werls overwhel -7y in
favour of non-indus*rial atsets. . This srowuld alse o+ .5 why
even in case of the industrial core of tgn share hoXivr:s ‘i.e.
- the lower income-group) the proportion of ran-divideni Zzzome to tg-
tal incone is fairly high (63.19).
9. Apart from the questibn of differential retu~15 on indus-
trial and nqg-industrial essets, these ncts illustr::ic *i:nt the
groups ruling the rcost in our econony pﬂr%1ke-of the tendencies
inherent in commercial-cum-industrizl conglomerates. Thare are
reasnrs %o believe tmat these groups, with +their prototypns lowver
down the economy, jeonardise the balance of %the pricc structure
at the very first synptoms of a spurt in money supply and/or of
apprebrnsions abonut real scarcity. Herein lies a najor clue to
the inflationary aond deflationary oscillations that heve bgcoome
chronic in cur ccononmy.

The weight of the non-industrial sector

10. The ques*tion of the relative weights of the two modes,
- napely, indﬁstrial end non-industrial, in our ecconomy arises
naturally as a sequel to th?'evidence c¢ited above regarding
the conrlomernte nature of investmenf preferences,

Inporme-tax staticstics

—— s

11, The following table is based on Income-Tax Revenue
S¢+rtistiecs for four cansecutive years, published in Resecrve
Ba:) ~f Irdia Buvlletin, Jure 1957. In these tnblcs "Industrial®

menns whe *otal of anssess2d income orifinating in Factory,
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Mining and Quarrying, Other Primary processing industries, all

manufacturing industries and construction and utilities; "non-

industrial” includes assessed income accruing from Commerce,

Transport and Communications and Finance.

Table 24:

distribution of asscssed inceomne by industrial,
non-indusirial and serviacs {3s crores;

category of
industry

(0)

Industrial 150.45

Non-
Industrial 23%2.12

Barvices 25,82 6.32 29.75 6.53 27.98 5.5 30.89 6.83 114.44 6.56
total 462,39 100 465,26 100 429,07 160 452010 1001w AT 160

The verr high pro.-rtion of assesscd i come originating in the

non=irdustrial cavtegory is self-evident in the abovetable. Taking

the to%al of four yoars, the non-industrinl sector as defined abov

por~mo¥l for 56.52% of the total assessed inceme. The share of

Trade :.nd Finance in the non-industrial eategory was never below

92% in any of the years. The percentage share. of trade and

finance in the total of assessed income originating in the non-

-

irdnss ripl categovry over the four years works out to be 93.86%,

~In the category ¢f Trade and Finance we have included income

12, £rme rro>ings into banking stetisties in India also

reveal tre relatively larger extent of non-industrial operations

corrieu throush out organised financial sector. An examination

of *“L- Aistribution of cwrership of busincess demand-deposits

wi%h cchednled banks in the eountry shows that during the period
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‘December 1952 to December 1956, the proportion of total demand-
deposits mccounted for by the manufacturing sector has begn in
the neighbourhood ¢f 10 to 12 per cent, while that by the trading
sector has been 23 to 26 per cent. In cther words, the command
over bank-deposits weilded by the commercial sector was more

than doublse of that ocwned by the manufacturing sector.

13, Further, a table in the Reserve Park of Indis Bulletin,
October, 1955, showing the percentage distribution ¢ aumber of
accounts and volume of all demand = deposits by sizc of a:coﬁnts,
duringrthe period December, 1949 to June 1735, reveals thﬂ% the
size-clnss of accounts = R, 1 lakh and above, constitu*ins 0.6 or
0.5% of the total number of accounts owned between 42 and_46%

of the total amount of deposits. Bvidently, there exists a

marked degree of concentration in ownership of bank-dcposits,

14, As for bank advances - althou. . in recent years there

hos been a sligh* rise in the relative share of the iniustrial
sector, - "the bulk of the advances of scheduled banks still
continned to be extended to commerce reflecting the predominance
ofcommercial activity in the economy." (R.B.I. Bulletin, October,
1957, P. 984). Thus the features of our banking system regarding
ownership of deposits, distribution of depcsits and adv#nces.by
business types suggest that there is predominance of commercial
activities in the economy coupled with substantial concentration
in the ownership of firancial resources.

Commerce, secondarvy inflation aznd nationel accounts

15, The prencasderence of non-industrinl income in the
universs of inecemc-tax assessees, of trnding deposits among
al’ hanking business deposits, and the concentration of owner-
shin ¢7 liquid money terken togother may serve as polnters to
th: ~o~nne for pro’it opportunities in nercantile operntions .
obtnining in our economy. In econonic rnalysisy "secondary™
.. : B . .
in€flaiion thriving on specula®ion is usually taken as a sequel

to ccuiitions of n—imary inflation, the 12tter being symptomatic
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of a basic imbalance between the demgnd and the supply situation
in an economy. But a relatively higher weight and command of
mercantile business in the economy may brins about speculative
distertions in the price-structure unrelated to the conditions of
production and real supply. This higher weight and comnnand of
mercantile business, in ite turn, is supporsed by and thrives in,
historically, the pre-industrial-revolvticn stage when nesty prod
tion prevails at the base of the economy. A-d that i3 indisputab
the situation obtaining in India even now.
i6. It is customnry to diagnose the ccon-uic fluctuv:tions in a
country like ours to be mainly of prices and incomes ro-hex than
output and employment (vide Dr. B.Datta's "Economics of Indnstria
sation")., This would really resolve itsel? into the p;:sistent
inelasticity of real investment ("investment" defined to exclude
inventories) in the face of changing incentives of the price-~
income 8ituations. Thus, on the one har , given a certain degree
of effective comman: over liquid resnurces, fluctuations in market
expectations may give rise to wide scope for profits through the
price~mcchanism and generate the forces of secondary inflation,
‘thereby =2ltering the distribution of income; while, on tle other
haend, the inelasticity of real "investment" (defined to exclude
inventories) tends to perpetuate fhe Structural hodd-up of the
elasticity of supply of output at the zero-level, the basic
condiiian of primary inflation.
17. This backg;ound of a vicious circle of "primary" and
"secnndary" inflation in the Indian economy had its bearings as
well on tihe un-9win;se and the recession observadle in the price=-
trencs ovor the recent ygﬁrs. While +the real context of primary
inflotion in =w growth—orienfed economy obtains in the eventuality

of ¢ rea'ecation oxX lnbour Fforce between irdusHry and agriculture

nonc of tlicse pricc-swings have such & context in Indin. The
not

enployro-t targets of the £second Pive-Year Plan doéenvisage full

absorpii -t o the current addition to labour Fforce, not to speak

of the poosibility ¢ eny draft on the rure) nan-power, The
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upswing in 1950-51 was in the main attkidbuted to stock-piling.
Coming to the next upswing in recent period, it may be pointed out
that while the average rate of expansion in bank-credit during the
busy seasons of 1950-5% to 1954~55 was(hs, 118 croresﬁin the busy
seasons of 1955-56 it was unusually high(Rs 172 crorec). The data
regarding agricultural and industrial production and foreign trade
in 1954-55 and 1955-%56 do not provide any expisnation tor this
unusually high rate of expansion. Morcover. *he value o cxports
during the 1955-5% busy seanson was less thra what it wrs curing
'1950~51 busy season when the Reserve Bank did attribute the price-
rise, anong other things, to speculative holding of cormmodities,
It may also be pointed out +hat during the 1955-56 brs :(ecason the
ratio of advances to deposi%ts rose %o an all-tine high co¥ 73.02%1/
18. Apart from the question of general risc in advances, the trends
in advances against food-grainsAhave also shown some noteworthy
" feantures since 1954-55, 1Ir 1955-56, the output of foodgreains was 2%
less ihan in the previous year, dbu%, in 1956-57, the level of output
increased by 6%. The conseruent rise in the marketable surplus,
' hbwéver, seens to account for only a part of the rise in bank-credit.
There was apparently sone Qithhoiding nf stocks by trading interests.
19, The following %able shows the expansion In credit against
food groins during the marketing seasons betiween 1954-55 and 1956-57.
It revezls a generelly rising trend of e¢xpansion of bank-credit
against food-grains during the marketing season,

Table 3 expansion in Scheduled Bank Credit against
food~grains dvring the marketing season.

»addy and riecc ' other fnodgrains
ero~ saason lasy “wiucy 0f October iash Fridey ¢f Herch
to last Friday of March te lasi Fridoy ot June
(1) ' {2} (33
1234-75 6.3 ‘ 7.5
P RLRS 20.9 - 12,7

{§cureces R.B.I. Bullotin, Oct. 1057)
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20. In the face of these trends, the R.B.I. had to impose restricti
on Scheﬂplcd Banka'! Advancos against food grains in HMay and Septoember 1956,
But these were withdrawn in the subseguent busy scasocn (Fov. 1256) and was
followed by a steep rise in advancoe from R. 4.3 ercrcs in Qctcber 1954
to RBse 16 crares in January, 1957. Commenting on the situaticn, tho

Rosorve Bank of India Bulletin, Oct. 1957 writest "Daspitoe hish production,
7 - >

-+

Ppricus of rico contimued to risci tho small docline in Deeomusc, 1546

o wWasg
morc *than offset in cubscquont nonths. It was also notoworshy that prices
of ricc in tho major curplus stotes of Anchra ond Medhya Pradosh, «iter

.

showing modorate daclines upto mid-Jamucyy, 1857, ruenrded 2z <oniFa~
secasonal rising tondoney agnin in the midzi of *hs marketing zuazisod.

(prge 991). It may Mo neotod, incidentailr, thnt Trize trond. i the curront
ﬁarkoting zcason this yoar oxhibii a similar rigiliity, reinforeod no doubt
by crop~failuroc.

21, It is in tho context of such a bchaviour-pattern of tho prico-
aitvation tlat the irvoziment-proforcencos of “he groups thét sot the paceo
and cortont of ocoreria fluctustions has to bo adiud.ed. Tho so-callod
incin~stiaity of real invesitniont chtaine by virtue of tho conglormerato

naturs <7 higinogs in India on tho onc hand and thoe secopc for oxploitation
af aeremntil ¢ profit omportunitics, on thao other. The latter, in turn tonds
to sustain the structural constraints that ordéin the prGValoﬁce of tho
conditicns of primary inflation. At the same timo the syphoning of incomos
generated in courso of pricc fluctuations into tho channols of meroantile
entorprise, distort the slroady sloved distritution in income in such a manne?
that shririago of the market for industrial consumor goods and inflationary
tondonciis, g0 hand-in-hand. Prico=tronds in India thus charactoristiecally
exhibil somotimes a eu uontisl ~od1 often o simultonooms oporation of inflatic
ary =2ul 12flationary pressures, whilc ths basic eondition of prirary inflatid
per~i.Ti chroughout i the form of rigidity of tho suprly of cutput.

22. “lader such cirocunstances any attompt to puch up the level of

roal ivvo.trent tonds to erccnto 2 strong pressurc on availablc food suppliocs

while . - —2zulting spurt in priccas f2ile to mcko for a sustained utiligation
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of and addition to production capacitios. As Prof. Kalecki obsorvost

"This will not be the casc if the poasants pr~fit from the insrcasos

im food prices becausce then they buy mere iadustrial consumption

goods out of highor incomes. However, if the bonofits of higiom

food pricesaceme to landlords, merchanta or monoy-lenders, *lou tho
rceduction in ronl wages duc to tho increasn in food=nriens will ot

havc as a countcrpzrt tho incrsased denaid £ nags~consur_wlion cordss

for, incrcasod profits will not bo apont g% ~:l ar will bo ooo.ni oo luxuriocs.
In this casc the highk demand semorated by a zopil davolopnur . lnolving large
scale investment will not orvnio a market for ix.ustrial conuoi “Sion goods.
4s im clsarly soon from the shwova,twe “actors will bo involwod hurot

(a) the inclastic eubply of food leadii- to & fzil in roal o ascs, (b)

th. benefit of food prico inewransos acemiing net to small uicprictors but to
canitalista” and "fthat tho "danger of inflation' is by no mo-ns incompatidblo
Witk L0 market proolom; the latter is sr% to roappear if tho supply of

feed iz rigid and 1Y tlo conditions of distributicn of ineomo in ogriculturo
arc Ju.. a8 descwriuxl chomral, ji_

23. That tho vooneomice sitnation in India is not froo from tho
conatraintys citod by Prof. Kalocki is borne out by tho ovidence of
concaniretion in lond, the key asact in agricultural contorprisc

in Tr.)ia, as rovealod by KSS Bth i-.:und Survey, (1953-54) of Landholdings

and Aunoxuro 1T, the 2nd F.Y.P. ps 213 to 220; Furthor, tho pattorn of
cor.~:vl over and usc cf cash rcscurces vis-z—-vis our rural cconomy is

elapr Srom the following observrticns in tho 2nd vol. of the Rural

Crodit Uu-wvoy Report, Chaptor 22 : "In Ipdia to-day thoro is an aggrogato

of proreic finarelal powor, whiéh in point of locetion is largoely urban

and, whrl is morc important, in po.nt of bias, that is to say, of tho

P a, ohtitudod; prefeorcrnecs and interests of the indivitiels and

iriv.osncl ws tdshere thoe pover is elmost ontiroly urban minder e.e..s "

And, T-ucon enouglh, the cultivetor's position dis thit of hrving to bargain

- ———

5 o - . - I T A es 7 :
3/ Thaalil o dROTOLIIU ewVdowy wLlricry, 1655 pagos (~Le
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if he oan, with somo oneo who commands tho monoy, commands the crodit,
cormands thc markot and comes with the transport" (Op. C.F. Chap.22)
24« With such a pattorn of distribution of the koy assct, namcly
land, and of liquid and ancillary roscurces, it is normz1 to cxzpeet
that the distritmtion of income would bo corrcspondingly o .ol

Apropos the bonefits of prico fluctuntions would not aceruc i the
pProp

%
jy

bulk of thu produccrs and thoir capacity as well gs inconiine
undertake investrent to angnunt cutput would ho noegated. ooz tho

poriod, 1928-29 4o 1952-53, thercfore, it is found that tlc oo rlation
cocfficients betwoon prico nnd output of rieo, vheat and s.z.r: no, are
firstly, not significant, and arc nogativc for tho first fwe. / Dr. 6.

igarval 3 "Prices and production Trords in Agriculturce™. 1Laliw

Journal of igriculiural Zeonomics, Vol. IX proc 4i7

25. Tho foresoing resume has shiown in cutlincs how wide provalonc
of commorecial opportunitios tends to disrupt tho potontialitics of
rapid oconomic devilopment. Some recont stimatos have shown that
currontly in Indi- only 30% of tho invostablo surplus genoratod in thh
priv~te scetor of manufacturos and mincs arc utilisoed for roal

capital formation.jﬁ- his gives us g rough mozsurc of the sorious .
oxtont to which industrial rosou.ces aro being diverted to uses other .
th-n rcal eapital formation, not to spoak of the seale of oporationé
carriod on by purcly non-industrial forms of capital, which givos thom
guca a woight in the univorsc pf incomo=-tax nssessscs. 3Such boeing |
the siructural constraints cn cconoric zrowth, we shall be only
ovirzireesing the obvious to speak of the nood for supplomenting

vl »~2ifying our national accounts in a way thot will foecus moro
sisnificantly on tho intcrrclations botween gonoration of income in
the different scctors and tho modes of solf-oxpansion of capital

¢ oorponding to tle rospootivo scctors.

1) w0l Boron - Folitifal Saonnny of Growth.
- - + . o > . 4 ™~ "z . . .
Loy @ Papsr By 301 3.8. sea (IST), ponding publicoticn. Fisurcs
ooot2 to tho woriod 195081 to 1955-50.
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26. Turning to tho official Natiomsl Incoma sstimates to form
an approximatc idoa of tho cverall tgude-marzin on tho total roal
output likely to ontor into commoreisl airculction, the conelucion
obtained is as followag-

Tho grons agriculturﬁl ov Sput 1m 1600-31 was s.40.45 objas
(vido Final Roport of the Naticnal incoms Sommitics, 2. 471. Tho

Rurel Crodit Survey Roport (Vel. I, i'art I, Pagc 1054-57) - 7113 the

information that tho propcrticn of r rrkoted »roducc to tol-  TmNSS
produce is 34.6% for the whole of Iriip. .pY.riaes thig »~ ot:on to
tho gross valuo of agricultural outii's, wo -rxiv: at a ma . .1 .mrplus

of B.16.84 abjas. .ssunming thet th: cntire nc: -tput of I 2ou o7
Fishery and dnimal Imshandry ontors tho ﬁarkgt, the Giotal v Lo o
ngricultural commoditics corinz into . sommereial ¢ irculation would be
Rse24.58 abjas. Adiing to this output the valuc of not output of

mining, manufacturi-z and smail cnterorise, wo st 3 totsl of P 39.88‘
abjnz (f5.40 abjas rooreximatoly), beiag th value of 2ll commoditics
ontcring dinto trads for ihe yeor 195 "-%1. (4ll figurc ¢ boint token

fr.m tlc Bstimatcs of F¥rticnal Incore published by €.S.0 -.)- Abstrac.ting
from *“tc problem of sionks cerricd cwer from the previous vear, it
arpoar. that tho incomc from "othor wsommorce and transport™({ %e14.00
abjzs) was 35% of tho value of roal national outnut in eircul.. tion. Or,
in otler words, for sviry throo rupecs of producc entoring tho . erket,
thems earresponds onc rupec of income out of eirculation of tho s; [0
Whlc tbis, by itsolf, may not compar: very unfavourably with other
conntoics ot thoir erivical portods of growth, the real sirmificanco . 4
this so:lor consisie in such an iptcrrdlationaship of esscts and roturn ¥
cannnt o owecaningful ly roevealod by any schomc of national incoms
calmuilations, par sc, tho so-called bi-modal charactor of tho proportion
of nationsl income oppropriated by tho tortizry scetor for o growing

ceorc. Lo rokt sor2' hivg thet eon bo sct uv es o very meaniwe-ful

-y

-

Incic ot n. Yersoves:, it may Y b2 eneiruir bosile the poist to notac,

in tUi. .oancetion, two aspects of tho ncthods of calcﬁlating nat Lonal

a8

incor: " m #0ther commerce and trensport" in our nationsl incomo catimatos,



which tend to obviate tho meaningfulness of any such trend-study.
Firstly, "PFigurcs of averagc annual carnings have boon collecticd fronm
a varioty of sourccs, both published and unpublishced s......Batimatod
carnings in 1249-50 and 1950-51 of both employors and employcos have
boen derived by adjusting tho 1948-49 figures with reforencc to tho rzx
of increaso of ocarnings of factory labour". (Final Report »f the
National Income Committoe, pagoe 83-84). The offect of this prosedure
would be to tether carnings of Sirculation to wazes of factory labour.
This would make a fall in tho proportion of ¥ational income sccountod
for by tho-"Otliar comme:co and transport" scetor almost a fdéreszeno
conclusion. Also, tho rolo of the priscc-pechanism as a deforminant

of the lovél o incomu from circulation is likely to be largely assunmsd
away and the soctorisation of incomoe by indusirial origin admits, then,
of 1ittlo usc in bringing ocut the foeal points of structurzl imbalance
in the cecromy. Sceendly, ihe prowct-method of ostimating incomo
from "othor commorec and tranaport", aftor doriving “thoe value of
crep=outut —— hy usce of whologale prices in g lérgc number of small
(primary assombling) maricteccntros", has prrived at the relstive
trad: margin "teking (nut) whbolesalo and rotail margins“j/at 23 and
8% ccgpectively. This method may bo thoe only foasible one in the

e iwence of moro rogular diagnostic survoys aimed at finding out
shifting pricc-sproads and trade margina and their rolations to

firm priccs and producticnm. But it implies a typo of static
correspondence botweon tho scalc of crop output and trade income

thnt aesumas rway the poasibilitics of fluctuations in tho torms of
trade boiwocn tho primary producor and the trador,.

27, Whilc attompts st improving tho scctorzl cstimatos are welcomo,
wo shall try to outline = supplemontary schomc for construction of

Ha*lonal Balaneu - Sheets and Seetoral Balance Shocts which appear

E) tlic gysten of sceouiting (in additior to National Incomo
Tetinejos) relevent for the purposc of ass¢3’sing the structure of
- T AL Wohntinte dhe STt pee 04 2 the Final hoport of

Hy

heo Faticnzl Incomo Comaittca.
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assets and the interrclationships of assets and returns.

Tho _Casc for tho Hntionsl Balancc Shoot

28. Thc Natioral Balaneo Shweet is o combination of the balanco

shoots of all ceosnomic units domiciled wishin the n~tional houndorics
and is, therefore, a combinstion of the toshnigue of Ao llo—-ontry
aecounting 4ith the rrrket valuce of tonrnassione, ascots o

linbilitics adiuetedl tc conform to the remizomarts ol ¢ionoiiie
theory, to derive o systom of natinn~l ~eceovvia fLal o0 -0 7 vevide
a runiing histo-ies) rierrd of 4ho cowrrumais ‘s oconormic L LIONSS
menoare the efficiconecy with which *he ecoruprniiy'a ccoiv.. - o vrbouy
Jmlo o perinl_ s dinventory i.es an indiecosion of the euinrin

3

29. The sgge for a Nationsl Balance Shaoat fend Sectorol D:lance

position of tho comminiv=",

Shoets) ariscs out of the nceds of Leyinr 4o ndrpt noticonal sccounts

to tun exigan&ias cf rinnned growt® ina mix.d economy £t 2 «<ortain

stara of doveleomriont, marwed ty a spocific lovol and ccmposition

of ~upets end corrocpording roeturns. Feo, "if 2 stock of goods

in Indigponssll: 3o prodineing curreont goods of a certniun amcunt

en¢ clersctar, end if it oxist®  in ono situntion and not in enothor,

WO ¢ty exyplain oliforonens Letweon curvent ontput in the tvo =ituations.

Lilyriso, if Yor g houschold firm, or nation , a complox of claims

+3

erd chligetions makes for a certioin pattcen of cconomic hohaviour in

ricin~, spenling and savineg oteo., wiile another complex, coteris paribus

moker for difformt patteorvns, our meessurcs of this complex hete

. 2 !
impert-nt enalytisel uans". & Tue roquirenonts of growth, arising
out ~f tho initizl eondition of eovinin typosof-phvsical asscts boing

in alert enp vy with socrrespouding 2imils on output lewelas, obtain

]

ety

h'.\

in -meh oa conmplax of claim: oblirsatione covroring tho univarsc
cf nll asscte whnao competetive officicneics, oxprosscd in torms of

the nnirerszl egrivalones of the monciory measurce of reepective

retimir, deter'ma dhe dircetion of allcoeation and use of eich assots.
Ton s Tam @l cnamer bt lon of tha gl -ysinsl ac-chs in chort
ESER : -, e s LS NN LU )

. . —— u;;,L.LJ

.;:, -:’. h¢"_;’121 P..n.d 28'
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supply as tho determinant ¢f growth, thus involves visualisation

of th: ontirc plows of asscts, claiwms anl oblirntines in which

arc cmaccood thors physier]l assots which o2¢2 thc mainspring of
ceonomie dovalormonte Tho protlum of nuctivefion of inviatioont —
decizions focucood Shrougu the eatch-all catsgary of tho oomrazntive
nareinzl offic 2y of Investment kas thue o bo s2e2t2a 1 corns

of +uo suproac’ I, toamusc: "tho cmvhasis on woativation | s ows velovant
to thoe -~pyproact vis vhysic il assocts o, anzoo.in bo T, hnis )

g ] rE . e T e 2 Lk e S -
i% is Ho the bl of tho oSruecturc of ol

In the Zoueur approach

the wotivation oFf ceonoric hohaviour Lies 1o oca rolsiilrg Lilowon

the cooeck and tho flov 7 voal gooues ia Lo anovier 34 Lo Ll tho

rel-toog botvcon wiouniay claims ~ oblisations and conarns

bohosvisvre  Theuss the ove soets of —~ilasi.pa noyr be coorlinsst in some

d:ioroe, thoro fe uy one — tn = onc .. rocaimit ... the iisic-l sasots
a~l tuc elaims - »~blizatima apprsacthes o0 nnaticnal wealith mozsurcment
gare b0 diotiach oo ItredL pmrooucc e (OD, J+%. Raf. Kdznots).

o, w1l this " ,uis2 of she fact that the “haviour of tho yhysical
acasne of the oot - oubout retio munsosed to exhibit the rogquire-
mont, sf growth wosides in ~a imnanent complex of asgsets which yicld
a vigical flow o7 »ofurne ag woll as those whish do not yicld a

ton lU1o physical flow but o monctnry flow of olaime and zains.

. Ia order, therefore, that the so-called capital~output ratio

or s incromcntn’ sapital-~utput ratio may be made to wmave slong a

trvoneol poslho Ly othe duesizeld mannor, wothin the framowerk of a mixod

[9]
O
o
ct
T
o
i
-

Lo gonplon of reletive rcturns to asscis has to be
af? . wiad Uy Poiis - weasurcs o se to impart & rnaw motivation to
vl dnvostiint-dociniors.  Thus, thoro is no geinsaying 110 nood
to wpornlse and broak through the vattern of asszets -~ profersnce and
bu~inzag noitives obtzining s antcecdent restrisnts on ~rowth. For,

oLl L ln, tho oecdcoeler Yo develeopoont in e iaitizl s nlisioos

Voo tundy thorew s tho roliva Of princey cad zoconlecy iafletion,
e e B - TR ~a hl " vy~ : o - =7 A -

o Choih vt erredng st 0] T LD ngawanlition, 4 225 Thne

5 L SFocwbioecs of Y- il and




-19 -

targottod changos in relative net worth and structuro of assots. The
rationale for the Natiunal Balance Shect inhoras in the above roquiroe-
monts that some systom of social accounts ougnt to fulfill; beocauso, it
can be arguoed for thc National Balanc2 3heet that "“the 'motivating!
aspoct comes from the intclligent =1losalizn znd dirccition of oconomio
resouress in thoe 1lisht of the acccunts. Lhis is done bv the ~oing
concorny it is a lcocitimatoe use of s:eial regouantg t5 poo (0l

entororiscrs to azreoc on goals or to percit liroct sesiol . wremont

' -

of rcmourcce™, This is elzarly deomonzirziol by what -, Livis has
to ey about the Jmerican oxpericnce: "To oo back to L2 faiicmal
Balanrce Shect - T toliuve that sore of the vory bad for. . vs' 5 of
natianal.QOvand anl orploymont at the close -f tho war wis :ac to tho
failuro'to:t;kc QQQOuni of the chansod assots'positi'n o irnlividuals
an? ontorprises"‘:j Itéay not bo out oy place to mention in this
connoction alse “hat elassical oconomists, who were econcernad with the
prolzom of accur wlation - tho "Mamificant Dymanics"” ao Mr. Baumol

Z0
calls i% - vort scre Ly wealth considerations/szs to focvs attontion
on the rcelativo pusitions of social proups whish-worce "oroductivoe" or
"unproductive Irem the pointhf view of the needs of accamulation.
32. The efficuany of the nationzl belancce sheat for the gumposocs
indicatecd above dopends tarszcly on tho scct.risation of the cconomy into
corprnents that hove meaningsful boarinzs on the differsnt modss of
golf-oxnangion of c~pital. It deponds alse on thoe cho.co of the
capit lisatior £-ctor which riay not anl nced not be the usual rato
of . ~urgsty in vicw of tho underdevelopod charactor of tho banking system
ant .. .nital markol.
33, asurt es ia tho casc of choice of tho cavitalisation factor,
our problems of scctoring of ceconomie units for a Natioaal Balance

sheo*, too, have to rockon with featureas nct so pertinent to an

b1l of

L]

el oecd ceonuny thet has moved far 2head of the +thro

o teial rovelvtion. Ctarting with thoe besie divisica of oconomie

ir I g

T T T TR T TR T T T F—
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o ity Uy Conliver U000 s Ciue 2%, page 23

e owons b Tphade el B olinne Shene fee o le’gurpnsq has boen
ceainndbld by Toode Dels Liniie TLe Sibe woro TR0



units betwoon ultimates and intermediary and the groupinzs there under
mede by iir. Raymond Goldemith (Inceme & 'Wi:lth Series IV) wo have to
break up thesc cztegoriss into further romifications accenrding to tho
criterion of fusetional differences, rather than tht of a guroly
Juridical or ratural bias. This simnifics thet in defining fﬁnct;gﬁal

catogorice we ghould take into aceount the warious modos o sclf-

oxpansicn of ecapital rrovaslent in the osonomy  is, indi . 0 0,
comcroial and finamcial togothor with thoe oharacterist - o inatioas

of thay three medos as typificd by tho Msnawing dponcics . U: rcar out
fully, then, the malytic .l implic-tions of :, Jations) Ti..-=1. Shoot
in thec Indian sot-up, scetors liko unincorperwtod Masinue:. .i.orpriscs
and non-financial corporations (as in Ir. Bol.smith's grouliics)
should admit of farther classific.tions v d..uastrial cmercial or
congslomerato natue ¢f an onterpriss or uorporaticn. For a moaningful
appraisal of any intordepondenee boetwoon assets—structuro and invostmon
decizions, it will be ossontial to have 'eco ¢ for studying the balance-
ghco »t iatalpf'thn various groups in the light of tho ;pocific naturo of
cor ~oeponding crnirseproncural transachions. ~Zain, in our rurayéoonomy
tho notion of "Iarm—houscholds™ woul? bs much too catch~z11 unless
furticr distinctions arc made in view of the varying volumc and

wom 'osition of sssots and ligbilitics, claims and obligetions at
difo»ont lovels of ownership end possesasion. In this ficld, tho
clacs. . Tication of enltivating units into big, largo, middle and small
mat. B othe W1l India Pursl eredit Survey appears to have laid down
the f.zab princinles of suitsble subgrounings under farm—houscholds
for - wrponds of o Fationel Balanco Sheot. Lpart from theso, it
wil. .2 nocewecsary *o sovaratc out such groups of nassot-holders in

the m~al cconoryr as porferm in a manner ensglecous to the conrlomerate

grov..~ in the world of or~unised bucincss.

34, L aro eunoe thet actual greupine will, of nceesgitr, cfton
be -l an 2 eoimiomise stLoen the anelystls rishos ari tho

eve ot lity ol derne Mor -ro we in o position it this stens fo
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build up all the nccossary dotzils of scctorisation for a National
Balancce Sheets But the bnsic principle of functional classification
of husiness ontorsrise ac noted cbove iz well-rnick irdisporsable to
any dzlinzation of a Fational Relsnec Sboct-far Iniic.

35. in this paver we have probed neither into ths prellems of
availaoility of gaitablc dgts for o Neiinngd Balancc £kont, nor inte
thouso relaking ‘o ostimation znd valuntion of assets, »oi werth and

Ll

lirshilities. YW Dhmva liritod ovrsolves uo
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nc2ls for a Matimnsl B-laoneo Sheet. TH ig not too muct o oi.cct
that omen we btk full rocormition of thoe nocossidy, tho e
probloms, though 1ixTicul+, will nct be insciolo. Porls o3, W

ar in a porition Lo henufi% from lesgens in *he ficld -ziv:d by
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This paver is divided into 3hree parts. The first part
deals with certain concepinal problems; the second exanines wue

tinn of

W]

available dota of productiecn, prices aznd costs of cultiv
acriculture exeluding animal husbandry and the last part givos
e?%timates of this sector.

2. So far we have been exclusively cgnserned with regional
income generated in a State, without paying any alteniivr %- <he

income received by the residents of the State. This annrca.h Was,

perhaps, primarily due +to the difficulties in o¥teiriv., o.n
reliable data in respect 0f inter-resianal transfers nf 1rcois,
though seldom it is explicitly sitated. What has becw ~izsi:g in

these discucssicns, is the purrose for which these aluernnts
estimates or any other estimates will b“e useful., If The chjective

is to study the changers in the aggregzate output of commodi+tins anc

]

services of that region over & pecriod =2nd also in re’atior %o otk
regions, then estimetes of Znecome generated in a Ttate which is
gquivalent to the domestic cuizut wili be usefnl, The sS=2mne AggETre=
gate used in relation to the working foree will measure the
productivity per man which is a significant ratio for purposes

of comparisan,

3. On the other hand estimates of income received by the
residents in 2 State will be a useful guide to compare the real
income (welfare or prosperity) of that State in relation to
others and alsorits own, over a period of time. Particularly
when comparison of real income of two States im involved, though
unlike two countries, no question of exchange ratio of currencie:-
will ercp up, s8till adjustments for regional differences in
Prices oﬁ_different commodities and services may becoﬁe necessary
to make the estimates comparable, besides estimating such aggre=-

gates at constant prices.



4. In recent times, the need for estimating State Incomes was
provoked firstly to have an idea of *+i.: relat.ve backwardness of
States, so that proper emphasiz could =2 iaid on the bqianced
rezional development of the coundry. The sgcond Spourao was puriap
t. -nereass the tax effory of, or tax-burden in, diflcrent sioues
i~ t22 context of finding sufficient financial resources 13 Zmple-
m2nt their State Plans. It is likely that the positica of a Lirte
br3ed on value of product origiﬁating in it will be tetlier but
azgregate income accruing to its residents may present o Iiffcrent
pirture. Quite an dpposite situation may prevail in anoithnrr =in
In such circumstances, both sets of estimates are necessory “to
formuiate any policy directed towards balanced developmant 4od
equitable regional distribution of incomes, Where 35x buvroesr or
tax effort is under consideration. income aceruing tc the resident

alone seems to be the relevant ageregate. A spatial incex €or

ifferen tates wit L1-India averafe per capita a3 basis W
diff t States th All-Ind ag nit basis, will
reflect the variaticns of diiffarert ci:te per cnpita incomres Iron
the average which mav be a useful guilic for sanctioninzy soanits,

etc., while the total state tax reeecipts 28 a percontagze of Lts
income (accrued) together with per cznita incoma of the S5ate will
reveal scope for additional +tat effort.

5. More or less similar conceptnal issues have to be faced
while estimating incomes of different sectors of a State's
economy for various purposes including inter-sectoral comparison
of value of output and incomes. An additional problem in this
context will be the absence of clear demarcation of sectors and
particularly employment in sectors.

6. Since little information regarding factor incomes is
available, the "rreduct approach" has to be followed to estimate
income of the agriculture seotor in the State. Even in this
respect, reasonably accurate output and price data for most of
the agriculitural crops are available, while the value of certain

cost items required to arrive at net value of agricultural output

-

is not availebla2. And tris affects the accuracy of these estimate’

to some cexi:nt,



OUTRURN
T Data of outturn for most of the sgricuvltural commodities
ciaiming above 96% of the totsl cropped area of the State are
~vsilinble for each district senaratelv. The area figures, for
it wu3, vegetables, condiments, spices and other miscellaneous
and non food crops covering the remaining 4% of the culti-
v.ted area have to be used to cstimate their outturnrn on the
L.asis of available information of their vild per acre. The
caality of outturn data is not the same in respect of all crops.
For paddy, jawar, bajra, ragi {(for Andhra only), Wwaize (for
Telangana only) t%tobacco (for Andhra only) and sugarcane which
cover 53.5% of the total cropped area, outturn estiuntcd on the
basis of results of Crop Cutting Experiments conductzd cn Xindom
Sample basks are used., Steps are being taken to extind this
method of éstimation.to othzr noa-food crops alsn. For the
remaining crops which include all »nulses, oil-secds, cotton,
chillies, other cereals, onions; tursaric, garlic, bananas,
tapioca, sweet potatoes and other wmisecllaneous crops which covef
43% of the %total cronped aresn, *he oubturn is calculated on the
basis of annawari estimates of Patweris whose dcgree of accuracy
is not known. Estimates of outturn 5f different varieties of

& crop are available only in respect of cotton and tobacco.

Hd
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. Data of farm prices are available for about 18 commodities
in the Andhra region while wholesale price quotations are
collected for 20 commodities. Regarding coverage, cut of 11
dis%ricts in this region, quotations are available for more

thanr six distriets for as many as 12 commodities in the case of
wholiecsnie ovrices as against only 5 commodities in the case of
tain urisic.

9. Ta ountput has to be valucd at a price which the producer
cets ~g tlz Fara—gate and this should normally be lower than the
rrice of tre ef2me commodity in the market. It is.found that the

positiaon 5 cuise tho opresite in the case of many agricultural

5



commodities in the Andhra region. In these circumstances,
average of wholesale prices prevailing during harvest period are
used and estimation made at the district level in the case of
most of the principal crops, as this is considered to give a
value based on prices which are ncarer to those at the farm-gate.
This approach has also become necessary as the wholesalc prices
are quoted for more commodities and centres than in the case of
retail prices. This procedure may enhance the value of agricul-
tural output to a limited extent by including the receipts from
transport etc. which arise when the produée is brought to the
wholesale market. A 3% deduction has been made from the value of
agricultural produce to allow for market chargés like magentse!
commission, weighing charges etc.

10. In the Telangansa region farm harvest pricés are ccllected
for nine crops. For about 30 commodities, primary wholesale
prices and also valuc of transactions commodity-wise for differer
months of the year are collected from regulated markets spread
all over the Telangana region. In this area also the wholcsale
price of some commodities are lower than the farm harvest prices.
For reasons similar to thosc cxplained earlier, the wholesale
prices arc used for the purpose on hand. An additional advantage
in this case is that from the value of transactions reported, an
average price of a commodity can be obtained for the region whick
will be weighted according to the volume of transactions of
different varicties of a commodity. One limitation in this
regard is that only between 15-25% of the total produce of
fecodgrains and a higher percentage of_other crops are sold in

tveae rezalated market centres.

1° Vi r. naelther wholesale nor farm harvest prices are
avtlanoln wutompts are made to use the retail prices with
delgzione of tre order of 20% or so. This was done in the
g2 of o onaies, betel leaves and ginger. For minor crops like

otler wilive3, other pulses and other millets, where no price

quotnticon oFf whtever variety was found, the price quotation of



the lowest variety of thg group was used after deflating it
arbitrerily dy about 10% following the procedure adopted by.the
National Income Committce. This percentage, however, was as

high as 50% of the price of potatoes in the case of swecet potatoes.
12. Theoretically, it is possible to work out average percen-
tege margins between farm harvest prices and primary wholescl:
prices, and secondary wholesale prices and retail prices for
those commodities for which two or three sets of oricc quotations
are avaidable., This could be used to werk out farm harvest or
wholesale prices for certain commodities for which cnly onc set
of price quotationé is available. This procedure was pursued
vithout any satisfactory results, because farm harvest prices,
wholesale prices and retail prices for certain commodities where=-
ver available were not for the same variety. If they are collected
for the same variety, perhaps the coefficiemtswill be useful for
estimating the required set of prices for other commodities on
the assumption that trade margin will! be the same in most of the
cases,

13. In the case of fruits and vegetables only arca figures are
available for most of the crops. Scme kind of outturn estimates
are available for banana, potatoe, sweet potatoe, topioca and
ginger which account for 20% of the total area under fruits

and vegetnobles, The mverage value per acre of these crops

has been uvscd tc estimate the value of all other fruits and
vegetables, A similar procedure has been adopted for evaluating
thc valuc o7 other condiments and spices but the magnitude of
ercor is likely to be less in this case since outturn estimates
arc wvailakl: for about 75% of the area under condiments and
81izns. Orvtiurn of coconuts has been estimated from data for
earlicr veems while that of betel leaves calculated on the basis
of z%ajd=ri vield per acre, Outturn of stalks and straw has been
talan %+ "wi- the cutput of cereals and pulses on the basis

of ¢s8%iu4 iéw ,oiven in the Final Report of National Income
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Committee. Value of miscellaneous food and non food crops and
fodder cropsdre estimatéd at Vafugé”per acre given in the Wirst
Report of the National Income Committce.
14, As regards processirg zectivity in agriculture this arises
mainly in cornection with padiy. The total value of rice and
by-products of paddy is found %o Ybe more than that of »naddy as

the following estimates show:-

Table (1): increase in volue of paddy on account of proceigéi

3

(e eroras!
(1) (2]

7. value of paddy (at wholesdale

prices during harvest pericd) 123,88
2. value of clean rice (do} 128,07
3. value of rice bran 5.0%2
4. value of rice husk 122
5. total wvalue of rice and

by-products [ 2 to 4) 135,18
6. increase in value on account

of processing (5 - 1) 11.30

To the extent that the processing is undertaken before crossing
the boundary of agriculture instead of by middle-men, this return
includes wages received probably by agricultur=2l ladour for
hand-pounding of rice. Therefore, treating processing of paddy
as on agricultural activity, rice and its by-products are valued
for inclusicn in the gross value of agricultural produce and

the value added by rice mills has béen deducted as a cost item,

MARKETED PRODUCE

15. Therz are 28 yet no precise estimates of the marketable
surplus of agricultural produce. Calculated on the basis of
certain firdings of the Chief Marketing Officer of Ex-Hyderabad
S5tate, *the vnlue of marketable surplus of agricultural produce

of sLndhrs Fradesh forms only about half of the total value.
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Table (2): percentage of marketed agricultural produce

Io total
T T
T valve of il
Crop ¥ Eot-l marketed urorketed % (3) as ;oot (2)
B R e RN L‘
) proouse £ 2Tiras) :
‘1) () (% (4) {5
1. cerenls 115,77 52.5% 117,24 T g
2. pulses G.14 4.99 3.15 €1.2
2. 0ilseeds 40,04 33,91 7.05 “eo
4. cotion 3,72 3,35 0.%7 G, n
5. toboeco 21.38 17.190 4,23 LD
6. sugarcane 18.41 11.51 6.90 T2.5
Te fruits,vege-
tables other
spices,coco-
nuts,betael
leaves ete, 46.73 37.38 3.35 80.0
8. chillies 20.14 13.49 6.65 67.0
9. miscellaneous 13,42 .71 6.71 50,0
10. roughages £3.59 13.92 55.67 2C.0
11. total 418.26 200.89 297.37 LELQ

The presencec of such a larg: non-monetized saectoer in the
agricultural economy raises complex problems in connection

of
with the measurement[?eal income in agriculture. It requires

that; part of produce which is sold at the village site, at

the marketing centre and the un-marketed part should be valued

at the farm harvest, wholesale and retail prices, respectively.

For this purpose, break-up of marketable surplus showing how
much is marketed at different stages and the different price
series {including retail prices in rural Areas) AaTre NECESSATY.
There =72, hawever, absolutely no annual estinnates of even
total mrr™etable surplus and ratios derived in one year do

not hoid zood for other years. In the circumstances, what is
possibin to estimate is only the value of net output of agri-

culture and variniions therein 9ver %time and not comparable

estinains o agricultural income in relation to other sectors,



COST OF PRODUCTION

16. The cos* estimates represent the weakest link in the

estimation of ircrne from agricrlture., DEzcepting the coest

estimz2t: rela*is:s . secd, whe obthuer esti:zles are subject to

an uanvaren o dases s LT BT LT

(3)2119L”;;.£?i:’ won oseat of see-g hing boen caleulated separately
for Ar. .2 o T_isasEre regions ou the basis of avarago suoo-rates
per acr. i roto:t3 ot wast of the crops. In the cagse ol fru.ts
and vasotaisle soud - :cirement is negligible but seed and 12l Te
togethero “2uen ot 10% of the walue on the basis eof the uvroczurce
followes in the First Report of the National Income Comulituz.

Similarly for other condiments and spices, a deduction of 5. and
for other miscellanecus food and non-food crops a deductlcn »f 2°
have been made. The total cost of seed for the States com. b0

Rse 17.20 c¢rores. The cost of seed formed 3.8% of the to+al valus
of agricultural produce of Andhra region but 5.4% of +that of

Telangana region. This is the advantage of arriving at the cost

t az oa .

&_I.

of seed on the basis of seed~ra%es instead of taking
certain percentage of the value (e.g. Uttar Pradesh, which made
a summary deduction) since cost of seed is related to the area

sown and nét to the ﬁield per acre which may vary from region %o

rezion. This would also point out to the need for building up

data regarding seed rates, district-wise.

(b) Operstional costs on materials reaquired for cultivation: The

costs include miscellaneous materials necessary for cultivation
including all caquipment with a life of less than two years and
cost of maintenance of bunds, irrigation works, fencing etc.

In the ahserece of any other dasta, 2.1% of the value of’crop
output as ~ndopted by National Income Committee has been used an:
at this ru*e ihe cost under this item works out teo R\ 8,78 crorer

(¢) Cos* ¢  rerairs and depreciation of implements bullock carts

———

etes T vo.no of implements and machinery as in 1951-52 has
been es iuL%cd for the State on the basis of data relating to

five dirs " c3s ¢f this State published in the Tethnical Repqrt


file:///aker
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of the Rural Credit Survey. This value has been adjusted for
195556 on the basis of increase in the implements between 1951
and 1956 disclosed by the Livestock Census, 20% of the value of
implements thus arrived at, is taken to represent the cost of
repairs and depreciation which waorked out to R%8.31 crores.
Livestock Census data could not be directly used since n~ither

Pri:e nor value parbticulars are collected in the Census,

(¢: cost of manure and fertilisers: The value of Chemical ferti-

lisers distributed during 1955-56 has bezn estimatzd furem dasa
relating to Andhra and Hyderabad States given in the "ivor%iliser
Statistics" issued by the Fertiliser Association af Inuiz,
Hyderabad. As regards other manure, the National Inccuc Committee
assumed that 45% of dung is used for manurial purposey

estimated the output of dung on the basis of evacuaticn raies

at 20 lbs., 30 1lbs., and 10 1lbs., per day per adult cattle, adult
buffaloe and young~stock, resvectively. However. =lternaisive
evacuation rates of 40 lbs, 5C 1lbs. and 20 lbs., given in the
"Indian Livestock Statistics, 1952-53"‘have been adopted Tor
estimation of output of dung in Andhra Pradesh. In the absence
of any price guotation, the price of annas 3 per maund in 1948-14
estimated by Netional Income Committee is used. The total waluc
of manure including chemical fertilisers, duﬁg ;nd green manure
crops (R& 2.83 crores; 12.30 c¢rores and 0,22 crores respectively.
works out to %% 22.35 crores. An alternative estimate of the
value of manure on the basis of data publishgd in the Technical
Report of the Rural Credit Survey gives a figure of Rw51.98
crores at 1951-52 priceé. But this has been rejected since the
advantage in following the procedure adopted by the National

Income Committec is that many.of the estimational errors get

cancelle? sut on eonsolidation. For instance, what is added
under gv-:z: value as-value of manure crops, stalks and leaven
etc. wi’l e cdeducted again as a cost item. Again a large

part of what.is added as value of dung under livestock sector

gets dednu_.ted as cos% of manure under agriculture, and to that



- 10 =~
extent ¢stimational errors gét minimised on consolidation of
agriculture and animal husbandry. In the Uttér.Pradesh estimates
no deduction is made even for chem1031 fertilisers though its
exclusion is necessary to accoﬁﬁt for purchases from non-agri-
cultural sector. ASs a consegugnce, such estimateé of agricul-

tural income will be correspondingly over-estimates.

(e) Cost of upkeep of livestock required on farm: 90% of siraw

75% of Tice bran, 50% of rice husk and entire value cf foider
erops, 2.5% of fhe‘value of cereals and pulses andVTqE% of Hhe
value of cilseeds has been taken to reprosent cattle Taocd,
following the procedure adgpted by the Natlonal Income Ccauiﬁteé.

Expenditure on medicine, ghee, salt etc. taken at Re.? par nottle

equivalent. Making use of equivglénce scale given in the Iirst
Report of the National Income Comm{ttee the total cocst of live=
stock feed thus arrived at which amounted to Rs. 72,47 crores huas
been allocated %o agriculture and snimal husbandry on the basis
of the number of plough catfle and working buffalces. The worki
cattle represented %4,1% of the total cattle equivalents and
accordingly, the cost of maintenance df livestock on the farm
worked out to Rs.24.71 crores. An slternative estimate on the
pasis of data collected during livestock census gave a highly
inflated figure. In the method adopted by National Income
Committee and followed in these eétimatés, estimational errors
concerning roughages get cancelled out on consolidation of
agriculture and animal husbandry sectors. But regarding other
items of livestock feed such as foodgrains, oilseeds and oil-
ceckes and expenditurejon medicine, 9dlt etc. more authentic
data is necessary as errors in these cannot be otherwise
eliminated.

17. . In conclusion it has to be stressed that hitherto
estimation cr agricultural income consisted primarily of arriving
at scme vaiuo of gross agricultural output éertain cost items

mostly base’ on scattered data are deducted more or less as a
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matter of course. However, variations in net income may occur
even when gross value is constant, due to variations in costs,
It is, therefore, essential not only to initiate surveys et2.,
to collect the basic data relating to ceosts bus alsoe o construct

suitable indices to adjust them for variations in value fyom time

to time.
18. The estimates of net output of agriculture in Andhra
Pradesh for the year 1955-56 are preseﬁted in the fcllowiii/ Ltable.

Table (%): net value of output of agriculture, 10-7-°¢

) C
1. gross volue of ;;;icultural proaducso E?T:!;fTiww”‘ym““H
deductions

2. market charge (at 3% of 1) 12,5077
%, value added by rice mills¥* 1,707
4, operational costs (at 2.1% of 1) 8,7C.74
5. cost of seed 17.73.510
6. cost of manure and fertilises 2,05 R7
7. cost of repairs and depreciation 3,00.572
8. cost of livestock fced 24,;71.7¢2
9, land revenue ' 8,06.36
10. total deduction 103%,10.98
11, net value of output 315,14.68

* Pigure for 1954 adjusted for 1955-56 on the
Lesis of output oIl rice.
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CAPITAL FORMATION IN FARM BUSINVESS

The extent of capital formation and its measurenent
have been receiving the attention of econo=ists continuwously, The
conceplts developed and the methods used for its measurement have been

such as to meet the needs of the economies of industrially dewveloped
countries., Czpital output ratio is of recent origin an%yit has Eeen

found useful in theoriesof economic growth, However, the ooncepts
of capital and its me=surenent are tg be 80 nodified’as to suitpthe

needs of masurment of c-pit~l in relation to output. Such a re-
orientation is all the more necc:sary in an under—developed country

like ours with progranmes of planned dsvelopment of the econom-, For
the essessnent of the incresme in the capital necessary to generate

a certain develosment in apgregate output es well as clso to set ugo :
Brlorit:.es ag between different uses of cepital within various seclors,
easuzc_aﬁnt of capital speeifieclly in relZtion to output becomes
essential, ‘

‘ The extent of capital formation amnonz other things
can be measured in the following waysi~- :

i) . Mzkinr  + ostinetes of anmual income and savings
vithin that income which sre devoted to investnment or addition to
capital aspets, apart from those devoted to repairs and maintenance of
existing assets, adjustnent being made for changes in prices.

il) Making estimates of the valucs of capitel asseis
at the beginning and at the end of the year and obtaining difference
between the two estiates after naking ellowance for depreciation,
absolence and changes in prices,

1i1) Takin% the physical inventory of capital assets
at the beginning and end of = period, taking the differcnce and estimae
ting 1its value at base poriod prices.

_ (1) As rogards the Firstretnod, i.c., the estination
of savings which are devotod to investment or addition to capital assets,
it sy be added that even in advanced o untries whore the scope of
availeble data 1s wide and people generally keep records of receiphs
and expenditure, when savings are estimated from the difference betwween

roceipts and total diture, the result e not very reliable. But
in the ® untry whore Tho cultitriors are illiteratc and are not

in the habit of keeping accounts, it is very difficult to find out the
gsavings es accruin, from total income ninus total expenditure. Further
difficulties are expereinced in this method to fiad out how far these
gavings are used for the acquisition of capital asscts, This approach
is therefore mot quite sultable for measaring capital form tion in

this country.

(ii) The sccond method, i.e. evaluation of capital assets
at two points of period is beset with mary difficultics of evaluation
and estimstion. F.retly, «11 the valuablc types of assels are to listed,
then these assets are to be cwaluatod andbecessary allowances for
depreciation and changes in prices, etc., are to be made, = In this
gonneetion it needs to be pointed out that most of the assets of the
cultivators “such as land, guildings , ¢te, have a very linmited market iu
the rural areas and these do not change :hands froquently. In most of
the cases, these are being hamded over by generations®from father to
son. As such, evaluation of these in most of thosce cases will be of
gubjective nature. Tho difference in the values of assets at two pointe
of period may thus be nainly due to individual judgement of evaluation
and nay mt thus bo real,

: (1i1) Of the three methods, the third is better than the
other two, However, it is not possible to get the. prices of each of the
items at even the base period, especially where there is no possibility
of transsctions., Also the price paid to o particular asset when
the other complemeniary parts ~re dhready in existence is much more than
its proportionate sharo in Ehe :ialueg‘ of the in;ity aJ&.Is 8 whol;al. ‘bThecf

of obtaining aggregete value scparately valuing each item
tggg.l%gl gssg_%a%)y its ?nggkgt-price tho{igh E%, the 'Ease perﬁfod Soes not
correctly measure the value of the capital assct. . A&lso the Euality of
capital asset might have changed totween twe periods of time in ite
cepacity to generate output without theie teing 2 change in either

!
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monegy oxpenditure on it or a change in its money value, as for example,
vhen a resource like part of family labour whose opportunity cost is

zero 1s expanded in improving land, Also the growth of one capital
resource only while it c:on incrase the aggregate value need not necessarily
increwss the output gencrating value of the capital nsset as a whole,
Therefore the mothod/finding valuc of cach component at basc year prices
and adding them up t6 determine thoe value of the capital asset does

no% serve & usequ purposc in trying to measure its capoeity to genecrete
output,

In the planiing and ovalua-ing deovelopmentsl programming
of an under~developed economy, & more direet method of neasurcnent of
capital in relation to the output it can gencrate ic very muech neoded,
especizily sincoe the traditional nmethods do not satisfy the requirement,
In order to devise such & reasurc it is ncecssary to review the fectors
determining the output of individuzl fiim and industry as a whole.

Re Factors determining the output of a_fprmg

The output of the individusl @rm depends on the
following factorsi-

1. Demand for product of the individual fH.rmm

2y Its size

3. Its organisetion and managcnent

4, The technique of production vsed

5, Effieciency of factors of producfion

6, Price and supply conditions of factors of production,
fixed as well os variabla,

7« External oconomies specific to the fim

8. Factors influencing the demand for the product of the
industry as a2 whole.

9. PFactors influencing the supply and other organisational
factors of the industry as 2 wholec.

Thesc can be briefly illustrnted by examples of changos in the factars
loading to changes in the output gencreting cepacity of an individual
farm,

1. L change in thc demand forthe product of an individual

ferm can come about by chrnges in the struciure and arzanisation of other
«~farma, changes in their cropring pattern, other factors lading to changes
in the supply conditions of products of other farms and changes in demand
for the products in general.

2e There ey be = sctange in the extent of operational
heolding and the corres?onding ceaplonentary resourceg can contribute to
changes in output of the farm,

3. There nay be =n improvement in mcthods of planning,
orgenisction and moneperent looding to 2 better utilisation £ the
resources than at present. In that case also, the output : .roloping

capacity of the farn cousisting of lond and other complemeni..cy resources wil
increass.

4, If there is = new well dug or 2 well already in use is
exploited by an alternative use of power, or by a replacement of bullock
power by tractor, a change in the technique of production °
takes place leading to = chenge in output. i

Se By the usc of excess family lcbour or bulléck labour or
by ¢ scheme of coll-boration with other cultivatorsg it is possible to
carry out certain improvemente in the quality of each capitel asset without
there being awy expemditurc of noney specific for the purposce.  These

changes caa contribute to a substantial incream in the output generating
capacity_of tho fam, :

g, By the developmentsl prograrmes infitiated by the
Government like supply of credit on cosy terms, supply of better scods
and fortilizers, organisation of beotter methods of marketing will bring
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about, external economies thus Jezding to a larger output genorati
¢apacity of the farn, ne ree pat € -

Te If prices of facotrs of production change, a new optinum

g%gggggiggogilfixed rosources between alternstive entorprises noy ba

8. If the industry in the country develops, tho intornal
demand for agricultural products inerases, Sinilarly if thero is a
change in the demand fron »utside, the output gonoreting capacity of the
capital comprising the individusl farn incroeves.

94 If various farms cormbine to forn a cowopcrative farm
or o co-operative msrketing society, or they initiate programes of
omraunity developnent by woluntary iabcur, the supply conditions of tho

individual farm are altered thus leading to change in its output genorating
capacity, s

It is seen from ~bove that in order that devolopment
of the ecoromy may be properly planned, capital formation has to be
neasured with particular referonce to output generating capacity and the
various factors enumorated above have to be taken into considoration.
This measurment cen be donc in terms of the output of the represontative
firn in the industry of the type Morshall has discussod, It is not
necessary to nercly describe a reprosentative firm in qualitativo torus but

one such c¢en boe chosen as o yard-stick for neasurencnt and the

ou gut of other firms in the industry compared i rolgtiog to %utgut
of the representative firm, The changes tzking place in the outpu

of the various firms at different times can bo conpared by comparing tho

. values of the output at base yoar periods. This encblos neasuronent of the
capital valuc of the industry in terms of the capital valuc of tho
representative firm at base yeer prices of output. Even if differont
people adopt different firms 2s yard-sticks, oy can be deduccd to

a common asxle.  Again tho capital wvalucs of ropresenatative firms in

two different industires st besc yocar output priccs, ean be wmnpered in
terms of the values of their outputs at base year priccs.  This nmethod of
measurenent provides the basis for nmeasurenent of capitnl formation in an
industry in its capecity to gonerate output and also it provides a begis
for conmparision ofpthe cepital veluos betwcen two industiries. This

doos not, of murse, at once provide any criterion for shifting of cepital
fron one industr{ to another industry., . The prioritics to be set up

in terms of capital output ratioc have to be vicwed in termsof the inpub
output strueturc neccssary for the working of the cow nomy as a whole.
Subggct to this boundary condition, priorities in the cssessmont of

the accunul:tion of capital beotween two periods of tinc cnd between
various sectors at the same tinc can be sot up. , This afféciivaly
provides a wai of assessment of tho dircctions in which o nonenonetary
copital formation has taken place, Criteria for diversion of sctivo
resources from other uses to collaborate with idle resourcces for capital
formation between the various sectors cen bo set up thus lsading to

a fuller exploitation of idle resources and quicker pace of planned
developrnent of the ewnory.

Sone Results fron Farm Manegoment Datat

Unfortunately, data are not at present available so as to
be able to asscss the capital formation infarm business in the light
of the considerations glven above,

In order to have an estinmate of the capital formation
through actusl expenses as well as with the help of fanily labour and other
oquipnent and resources owned by the cultivators, the relevant data were
collected through the trained and expereinced investigatérs fron 40
cultivetors (epread over 4 villepes) studied under farn managenent
invostigations fron 1954-55 to 1956-57 in cach of the States, West
Benzal, Punjcb, and U.P,.

1, WEST BENGLL:

(2) Opera area and purchases of 1 and lives

Tho extent of operational arca of the farms ia the chief factor
determining the changes in tho level of invostment at the farms, It will,
thereforc, be relevant to study the changes in tho operated area from
year to year. .



‘TALBLE L

Particulars of oporeted area per holding

(Lverage of 40 holdings in West Bengal)

v {ieres)

si, _ _ -
51 Ttoms __ 1954-55 1955256 _ 195657 3

. Total  Per holding Total P8 Total Per Hol

holding . .

1, Area owned -nd sclf ' ' - '
o culgivaved 0 %% sy 1,29 55,11 1,38 - 55.36 1,39
2. LArea leased out 18,07 0,47 20,15 . 0¢50 20.15 0.50
3, frea leased in 33,42 0.84% '30.29 0.76 30.04 0,75
4, Total pperated arca 27,92 2.20 85,40 2,14 - 85,40 2,14

s,

Tt may be scen that the average size of farms almost
renainod the sume in 211 tiae years. There has been only a2 slight incrase
in the owned ares during 1955-56 and 1956-57., On the other hand, the
area leazed in has shown sone decreaiein the same period.
at these holdingg?re %3% 3?°¥h§°§§e§§%§§ g?gap%gggigg g{mgg%.%ﬁguggge?attb
these transactions niay be taken as mostly of a replacgmont naturs.

Both the purchases of land and draught cettlie, are not
congidered as thc items of crpital formetion from the poknt of view of the
community for which they ~re -nly transactions from one individual to
another, Ther arc, nowever, considered as the itcms of capital formation
when it is measured from the individual point of view, ' :

(b) Gross capital formationy

The expenditure of ¢ cepital type on other items of
copital formation in Frrr. Business arc given in table II
' .ELD 11
Gross Curitel Torumation per Frmm
(Lvoeraze of 40 holdings in West Benpal)

(s)
1.954-55 195556 1956=57
ITEMS v .
yalue Per cent value _per-cent Value Percen:
1. Reclamation of land ~ D - - - - Sl
2, Burding an% other land ' ‘
improvénents - - - - - 1,13 7.1
3. Digzging and repairg of weld N : '
sdieahelinlRE R Bute . o0 42
13.21 40,6 12,90 49.9 6,70 42,0
4, Laying of orchards - - - - - -

5, Purchase, construction and
farn houses

- SRR RE RIS g 1 55.6 12,20 47.2  U.54 47,3

6, Purchase of inpkemonts, : o o '
macl_linor{ , and transport ' ' o |
equipnery 1.23 3.8 - 0.7 2,9 0060 3.6

7. Qthors . - - - - LA -

TOTAL 32.56 100,10 25.87 100.0 15,97 100.0

—r

.

. It may be seen that the major portiomsof thc expenditure
have boen on items 3 and 5 which form as much as aboutb 96 per cent of the
total capital outlay. The romcining exponditure is on pruchase of implment’
machinery and tronsport oquipment. Tho expenditupe on items 2 to 5, which
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nay be cmnsidered as having direct bearing on production is only about
45 per cent of the total.

Tho_rate of :anital formatvion armcars to have degrased
from 15,32.5 per nolding in 1954455 to Bs.16 per holding 1nal95 }I‘

(¢} Break-u; of the capital cxpendiwure;

Te have an ides bow far th\, capit-1 *o;ﬁaulon has occurred

on accouat of thc ostusl 2y ond: or khrough owned cquipnent

family labour employzd oo thoe civiliss whaich war be onsidercd as

bading to capital fHroctiznac, fho porcontice dist:ibtution of the total

;}c;:)endlture of casitnl t7r L freront ertegoricn if given in the table
L]

TLBLn UL
Poreeniuzs pogtrivarica ol capatad uxpendit ure leading

UG T At . 2l i rorme tlon Ly diftorent catogories of
W NG IR,

VRSN BETCGT

itons | 163155 JOS5.56  1055.57
1.' Ge.Sh h;"'-' > : :‘: ,.;. 76¢ 3
2e Kind 3.6 1-5 - .
3. Valus of ownud
aterl a ] used j_(l Py 2 2 15 10 ¢ 8
4, Value of Froily
labcur swent ie.5 13,€ 12,6
TIL 100.G 100,90 1.6
- e ek o e e . . — m ar we Lt » B L ARl - Am Ee v ER e wd mer At sk S R ol

It mer be scen thot : woasuderablc portion of cepital formatic
has occurred thro uph'uh, r2-ily lavour ~nd owned raterials. Ls such,
if this portion is rot taber 1nto aseuun®, the capital formation in
agriculture wil be under-csticoted to the cxbent of about 24 per cent.

(" Nei Japaval £omiaticas

The Tore 2 %2 the woas capital formation
in agriculturc. iy spital fornation s further allowance

coe. 18 to to nade. If an

no egpitad foraction per farn
1955-55 and 195657 respectively.

for eprecintiOﬂ} 2h3n
allowanes of 220 ¢ o
cones to 85,26, 21 and

2o UTT.R PRADESH:

ca; _ergtoo arer - d purchase of lend snd livestocks

Tae cvera, ¢ 7izc ol thoe forn did wor 2xperience ruch
change during tho -erind 4nect Terria, The arca owncd has incrowedd . bo
some extont i- 1055=56 and 195657

LA R T X
t.al..’-ld-t J..V

Particulars or operated arca per holding

waverage of 27 holdinge in 3 vallopss in
thar Praaosn,

Lacres)
s.. T 195455 195530 1956=57
Noo ___ _Jtems i For noldumg. _Tataer. _ _ _Totgl. Bex Mol
o 'C'ng

1. Area ownod & Self-

cultivated 367.83 15463 372,97 13.EL 73,22 13.82
2. cha ]ﬂaSC‘d C-'ut o= - — a o o
3. Lrez leased in e - . - - -
4, Total operated arca  357.89 13.63 372.97 13,81 373,22 13.82
* . e «hly treing ica thc o dituro
8 rorif S IRT AR wat B rengily Lrptieg e Indicale the grpepdt
addltlons to corite. mssous cwsiel by tho expansgion OF the ra1m Business or

canges in techrclo;y ﬁ@,, ¥
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(b) Gross Capital Formationi

The rate of capital formation per holding seens to bo quite
high in 1954-55 i.e. Rs.668, It decreoased to R3.126 in 1955=56, But it
agains experienced some rise in 1955-56,

TLABLE V
Cross Qenital Fornation por Farn

(Average of 27 holdings in three villages in Ubtar Pradesh)

S1. No. ITEMS 1954-55 1955=56 1956=57

v

Vaiue Per cont Value Percent Value Peremnt

S W S AN wwl R e mm em o mm Em A W e e A e o wR M e e e e e S e R o ok S WS s SR -

1. Reclapmation of land 15,4 2.3 8.0 6,3 5.5 1.9
2, Bunding & Othcr land ,
improvenents C.5 . 0.1 - - 4,7 1.7

3. Digging & repairs of wells
end development of othor
irrigation sources 9.7 1.5 1.3 1.0 5.6 2.0

4, Loying of orchards T2 1.1 2,6 2,1 1.5 7¢5 -

5. Purchasce, construction and

repairs of ~ o . - _ <
¢ 7 farm houses, cattlo :
sheds, ectc. 451.6 67,5 92,4 73,5 191.3 67.3

6+ Purchase of inplements na-
chinery & Transport

cquipnent 184.4  27.5 21.5 17,1 55.7 19,6
8, TOTAL 66L,8 100.0 125.8 100,0 284.,3 100.0

It ney be scon fronm the percoentage distribution of the
capital outlay that the ~urchaec, consiructicn and repairs of farm houses,
cattle sheds, ctc. =lonc ascounts for as rmech as 67,5% in 1954-55, 73,5% ik
1955-56 and 67,3% in 1955-57. Noxt to this, purchase of implenonts,
nmgchinery and trarspot oc.iizrenu compriscs 27.5, 17,1 and 19,6% in 1954-85
1955~56 and 1956-57 respoctivelr, The purchase of bullock carts is the
nmajor itenm which ~ceounls far as much as -bout 50% of the total expenditure
on this item,  The expenditure on rcelametion of land also was considerable
during 1954-55 and 1955-56,

(¢) Brook-Up of Capital Formationi

2

The brealx up of capital outlay into different categories
as given in Teble VI shows that a major portion of the capital expenditure
1s comprised bty cash expenses. The pereentage of non-nonotary oxponditure

varies totwoon 1.9 in 1954-55 to 15,9 in 1955-56
T,EIE_VI
Percontaze distribution of capitsl oxpenditure leading
to ¢gross capital formotion -~ by difforent categories of

gxpenditure,
e e e e e e {UUTLR RIDESH) _ _ L .-
Sl. No. Itens 195455 1955=56  1956~=57
1. . Gash 95.1 8“2.1 91.5
2 Kind 1.3 4,1 2.0
3. Value of owned materials 1.0 3.4 2.1
4s Value of family Tebowr ~"2.6 8.4 4.4

TOTAL 100,0 100.0 100,0
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(d) Net cepital formationg

] Making an allowancé of 20% for derreciation, accident, etc. the
net eapital forpotior per kolding cones to Rse535, 101 and 227 in 1954~55
1955-536 and 1956-57 respcectively.

3. PENJLB

(a) Operated arce and surchases of land and livestock

The average cperatsd arc of the farms 1lrost renained unchanged

during the perind under tofsmice, e area owned has exporienced some
incresens dnrine 1055.55 L ad 1oUR 57, The Jzrce? i nrco showed an
inemgge of about 11 acres 11 133558, bhat there wes - considorable

ugereass Ir it dn i0BALNT

i A B T\l’IJ_.
Farticulars of ororated areg per hnldine

{Averaze of 20 hrldings in Punjab)

U V- - -5
s1, 195/~.55 1955-56 195657 _
No. - Ttens Total For Total Per Total Per holding
e e e e i e bolding Holding L.

1, Area owncd ond self -ulti- '
vated 402.59 12,06 463,34 12,08 485,09 12,13

e Area leased out Ged  0.21 R.4%  0.21 8,21 0.21
30 ﬂI‘Ga 16:‘180(3. il’l 2“—5504 5338 226099 5067 205.25 5.13
4., Total oporated area 597.63  17.44 710,33 17,75 690.34 17.26

As . - .
(b} Gross Sepiai Poauation:

_ The rate sf capital formation has showr substantial incresee
during the period undeor roviow, It increasad from Rra11.3 per holding in
165455 to Rs.112.8 in 19%5.-57. Tne percentage discribution of the
capital expouiiture suon- didferent itess as ziven in Tablo VIII for each
year .oiles ceasidorably.

R -
P O TR

Grovs Uema ol Sernevion per Famm

o e e i . e

Jiwsrascof 40 hoidings in Punjab)
(R

S1. No. Itons 198458 1955-56 195657
Y-l Fereont  Value Foarcent Valued Percent
1. Reclam:itbion of land 2,0 26,7 3.0 5,0 16.7 14.9
2, Bunding ang oTther land
© inprovémente - - - - - -

3, Diggirg 2nd repalivc o1 aells Lud

deve nent of oilher rrign] .
Qgvesaprent of TLETRAON o g 3.5 7.0 5442 48,0

4, Laying of orcacrds ~ - - - - -
5. Purchese, ~oastructicr and -epairs

of farn. "houas:s, czuble shoeas, cte, ' '
G S 0.1 23.8 47,7 39.1 34,6

6. Purchase of i..lcments, machinery
and trewcport equipment 3.5 30.7 19.6  39.3 2.8 2.5
7« Others - - o - - -
TOTAL 11.3 0 10C.0 49,9 100,0 1128 100.0

Proportionately, the cwmonditure is morc on reclanation of
land in 1954-55,/vurchase of inplements, ssachinery snd transport equipmont
in 1955=56 and sn dirginz and rerairs of wells and developnent of
irrigational res-urces in 1956-57,  The percentage expenditure on purchase
constal ction and repairs of forz houses, cattlesheds, etec. varies betweon
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34,6 in 1956-57 to 47.7 in 1955e56,

(c) Broak-us of canital cxponditurc

The break-up of capital expenditurc ints different categories
of expenditure such ~s cash, kind, ete. is given in Table IX,

TALLE IX
Percentage distritution of G~ it<l expenditure leading
to gross eanital formotieon by differont categories of

expend i ture:

— e o e . . o o ——— = - — (E“Eiébl R
51, No. Itens 1054=55 1955w=b5 1956=E7
1. Cash 64,4 85.2 84.1
2e Kind - - -
3. Value o2f ~wned

materials - - 1.4
4, Value of fenily “

fahanseont oo o 148 14,5

TOTLL 100,00 100.0 10040

s e vk e R e G S e

It h=s been found that nom-nonetary oxpenditure accournt
for about 15% of the total expenditure on the czpitcl -utlay during
195556 and 195657 and about 36% in 1954-55,

(d) Neot conital formationy

' Making zn allowance of 20 per cent for depreciation, accident,
etc. the net capital foriction per holding is reducod to Rse9el, 50.0
and 20.3 in 1957~55, 195556 ond 195657 respctively,



0f late some' visws have been expresscd about deciséons

in respect of 'means of livelihocd', 'economic status' and
terployrent ststust so far as the lgél population census is
concerned, At the last (1951) census, there were eight
livelikcod classes, four cotegories fer emplcyment status
and three for 'economic status'. The livelihood classes
were ncintained more or less tor enabling conpsrability
wit. dstz collsected at the past cemsuses., Tmployment status
was intrcduced for the first tine in keeping with i b bl
lnternational standards. The title tself-supyorter' was
used in place of 'esrner' im order to include amearaed
incone receivers.

The livelihbod classificetion waee really a classifica-
tion for industrial status, with the difference that the
industry 'agriculture! had been divided into four sub-grougs
to throw light on mon-operntihe ovmers of land, owner-
operators, monowner operatchks of lsné and agriculiural
l-bourers. an agrieulturist was to be classified (say) uader
tcultivater of lend whol:y or wsinly un-wned' if cultivation
of such lsand was his principal mesns of livelihood snd not
even if such cultivatlon lead tC 2 minor part ¢f his income.
Yaxthisxrggaxd It has been f~und later that evem an a gri-
cultursl labcur r with 8 small pisce of land has been”
classified as cultivator of lsnd wholly or msimiy uanowned.
If so, the bleme should perhapgs be placed on tixe sh.ulders
of th:s envmerators.

Recause zaminderl snd other intermediary interests were
being abolished, it is found that msay ovmner noa-o_crators
rcturned themselves as owner operators and vere classified
under fcultivators of land whofly or mainly owned!. 71t was
unfortunate that this could mot be roreseen azd eauszeraiors
al:rved. ixtixasx

noeg that mean that the means of livelihood ¢lessifiy amd
cation be given up mowt (oapurability Ztill demunds thet &™P
it be maintained. 4t a time when it is a question of

moving aanpower from agriculture it is necessary that we must k
how the agrieulturists are distributed. The clmssification
dces not ir eany way offect the detailed classification
industry-wise.

. Vodoubt whkwt there is reason to ask for a suhclassifi-
cation of cropsharers under &cultiviiors of lend vholly or
malnly unowned?.

gimilarly, it would be sensibie to ask thnat tagricuitural
flantations, torcstiry and fishing' should be shifted fro—
ivelitod eless V(-roduction other than cultivation). wither
these be given a separate subclsss under livelinpec este ory
V or aliowed to be distridbuteu in the first four livelikuod
classes. ‘Prx We wculd prefer a separate class.

the categories'engloyzié,“'emgfgyees',

rindepcndant worker! and tothers! bas lf-ii? orfeig?L;i

eleselificesion of persons retu¥gea as Setho eginipa S it
ides the self-supporters, tiere wiere the €an h Qeppns

Be31ge§‘ dents. Terning dependants naturally incluced

anc ‘e{;ﬂ workéd for others snd thuse who nglped in puel‘

thogi hﬁoter“rise. mhe head of the househcld was to cecl=re

fﬂmlry'ﬂihp zarning*degendent and whc'a‘self-gu#yurter:. denoy

ﬁ%g gizld}éent atatus tous seeas toc link up wita tne degeidency

3 g — Rg—— R
¢ lassification, giving us six \gcbivity stetus "elessed 9

™ critioism it may be anid that these six ls

Thé last census used

ava oub



de mot ensbla us tc thrcw light cn the felowing tyues
of workers:- ‘
1. Uﬂpala fau.!.l‘{ ars
Y. salaried u,_"_rs
de. easual worgers _
4, reExbrrEREIcEEsx uhenployed s:weking job
for the first time
5. Imenployed seeking job not fo: tue first time
6, Stucents
7. FHouse workers
B, infirm
9. Begxars
10. Insfitutienal population

Tt may slso be remarked that it wes resliy difficult
for the heads (¢ decide and g declare corrceily viether
en esrnins member of the ! mxs_“ou‘(s—a«"rn unveld wmw
family worxer!was to be ClﬂuSlilOd as clf—suﬁuurxnp in
the sanse wirTErYIOTIIEINATX hlg work woule entitia him to
a remuneration surricient for tae maintenance ol hiwgelf.

Tt ha- been ersued bv cthers thnti hend« w«y cialsre
themselves as seli-supporiers anc oceclara the scns as
e~rning dependents aerely on 'er»tLgP' grouncs, In =hich
caqerﬂa#aﬁ~1£«the_a~ﬂberv—aMﬁﬁ& e lemxxﬂvhd bn recorded
asmnlsnleae4 RSB - ivedahe—gy the hevote opincei L
merns of 1ivelin oo will get edditicns! tmIPx SEET WAL g
whach will dlstory Ve picture. But the duugser -2 1l rmiain
aveu if we do awasy with the term’e- riine cepsndent and
"d-penccents’ as alsa‘hflf-suyuurter ang 1nstead 1atroduce
thz lebels 'own amccount werker', 'employsr', teajyloy. !
anc'unpsia family vorkert. (utlef prestize consideraiions
the hesd mey =t Ll declare himselI =5 tan. only ovn ac.oudd
WOrKer (Or empioyer) and rcbura otaer: =s unpala fanily
WOTKEDS o

ragides, it is heped there is zenersl ngreoetent thst

the inﬁustrial e e pntions L didtrlbUElCﬂ be recorded on
_tn0 bagis of tia- housenole i lass cov -l nep trio

11g4 Tn 17 ) (eRs16er o fﬁﬁ&iy Whér% Lo fﬂt~=rfa Pead}
ic & postal elers getiing kne 180 pun. thile the rov gs
a-governuant exseuntive-ef - leer is %*ﬂv1*~ P 3“6 -
that is . the zeans of- llVPilﬂer fer ths bcuohnolrﬁ Shaliit
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